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DOCKET HO. 6-JOO, SUB 59 

BEFORE THE NORTH CAROLINA OTILI1IES C OHIUSSION 

In the Matter- of 
Deletion of Rule R2-27 of the cc■aission's 
Rules and Regulations 

) ORDER DELETING 
) RULE R2-27 

BY THE COMMISSION: The North Carolina Utilities 
Commission, acting under the polieI: and authority delega ted 
to it for the promulgation of rules and regulations for the 
enforcement of the Public Otilities Act, and upon 
consideration of the need to maintain and preserve the 
maximum efficiency and utilization of moto� carrier vehicles 
engaged in transportation operations over the highways of 
this state, the Commission is of the opinion, finds and 
concludes, th at Rul e B2-27 of the Rules and Regulations of 
the North Carolina Utilities ccu■ission, presently being as 
follows: 

"Rule B2-27. DUAL OPERA'lIONS - No motor freight common 
carrier shall transport any property as a contract carrier 
which said carrier is authori2ed to transport as a common 
carrier. 11 

should l:e deleted. 

IT IS, THER EFORE, ORDERED AS EOILOWS: 

(I) That Rule 'Ei2-27 of the Rules and Regulations of the 
North Carolina Utilities Commission being as follows: 

"Rule R2-27.. DUAL OPERATIONS - No motor freight comm on 
carrier shall transport any property as a contract carrier 
which said carrier is authbrized to transport as a common 
carrier." 

be, and the same is hereby, deletEd. 

(2) That a copy of this Order be served upon all motor
freight carriers authorized by this Commi ssion to operate in 
a dual capacity as beth a ccm1on and contract carr ier in 
intrastate operations vithin the State of North Carolina. 

ISSUED BY ORDEB OF THI con�ISSION. 
This the 21st day of September� 1977. 

(SEAL) 
NORTH CAEOlINA UiilITIES COMMISSION 
Katherin£ M. Reele, Chief Clerk 
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DOCKET NO. H-100, SUB 69 

BEFORE THE NOBTH CAROLINA OTILITlES COMMISSION 

In the Hatter of 
Emergency Operating Authority 
for Transportation of Petr o
leum and Petroleum Products 
During Pending Energy Crisis 
in Bulk in Tank Trucks 

ORDER AUTHORIZING EMERGENCY 
TRANSPORTATION OF PETROLEUM 
AND PETROLEUft PRODUCTS IN 
EULK IN TANK TRUCKS 

BY THE COl!MISSION: This t:rcceeding is before the 
Commission on the Comm ission's ovn motion and upon the 
verbal reguest of represen tatives of petroleum jobbers and 
distributors for the commission to grant emergency operating 
authority to operators of pICEerly licensed and insured 
vehicles to transport petroleum and petroleum products 
during the energy crisis. 

The Commission h as made an investigation with other motor 
carriers of petroleum and petroleum products under G.S. 62-
265 and has determined that major petroleum carriers in 
North Carolina are utili-zing their equipment to maximum 
capacity and cannot accept needed additional loads of 
petroleum products under the prEsent operating conditions. 

The Commission is therefore of the op inion that the 
provisions of G.S. 62-265 authori2e the Commission to gra�t 
emergency authority for tr ansportation of petrOleum and 
petroleum products on a temporaty basis-during the· period of 
the emergency, so that any person operating_ properly 
licens ed and properly insured motor vehicles may be 
authori-zed to transport petroleum and petroleum products 
between all points and places in North Carolina during the 
period of the present energy crisis until further order ·of 
the Utilities Commission. 

Based upon th e above investigation and upon judicial 
notice of th e declaration of an energy crisis emergency by 
the Governor of North carclina pur suant to G.S. I 13B-2, the 
Commission finds th at a r eal emergency exists in the 
shortage of existin g authorized motor common carrier 
equipment for transportation cf petroleum and petroleum 
products in bulk in tank trucks, and that the emergency 
needs for deliv ery of petroleun and petroleum products 
throughout North · Carolina are immediate, pressing and 
necessary in the public interest and requires the issuance 
of emerge ncy authority for such transportation to all 
parties operating properly licen�ed and pr operly insured 
mot or vehicles. 

IT IS, THEBEFORE, ORDEB�D AS IOLLOWS: 

\. That any person opera ting a properly licensed for 
hire vehicle with proper insurance for the protectioO of the 
publ ic is hereby granted temfox:ary emergency authority to 
transp ort petroleum and petroleum products in bulk. in tank 
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trucks bet�een all points ana �laces in the state of North 
Car olina during the pending energy crisis and until further 
Order of the Commission terminating this emergency 
authority. 

2. Any person transporting petroleum and petroleum 
products under thi s temporary emergency authority shall 
charge the same rates and charges for said transportation as 
are on file with the North Carolina atilities commission for 
the transport ation of petrole um ard petroleum produ�ts. 

ISSUED BY ORDER OF THE COHMISSION. 
This !7th d ay of February, 1911. 

NORTH CAEOLINA UTILITIES COMMISSION 
(SEAL) Katherine M. Peele, Chief Cl.erk 

DOCKE1 NO. M-JOO, SUB 69 

BEFORE THE NORTH CABOLINA UTILITIES COMKISSION 

In the M atter of 
Eme rgency operating Authorit y 
for Transportation of 
Petroleum and Petroleum 
Products During Fending Energy 
Crisis in Bulk in Tank Trucks 

ORDER TERMINATING EMERGENCY 
AUTHORITY FOR TRANSPORTA
�ION OP PETROLEOM AND 
>ETROLEUM PRODUCTS IN BOLK
IN TANK TR OCKS

BY THE COMMISSION: On Febrcary 17, 1977, the Commissi on 
entered an order Authorizing Emergency Transp ortation o f  
Pett"oleum. and Petroleum Products in Bu1k in Tank Trucks, 
pursuant t o  G.S. 62-265, to alleviate the urgent and 
emergency need for additi onal tr ansportation facilities for 
petroleum and petroleum products in bulk during the energy 
crisis of the winter heating season in .Ja nuary, Februar y and 
March 1977. 

The commission takes judicial notice that the winter 
heating season is now comFleted and the emergency need for 
additional facilities for transporta tion of petroleum 
products for the winter heating season no l onger exists. 

Based upon the terminaticn cf the emergency conditions 
which existed during the wintEr heating season, the 
Commission finds that the euergency no longer exists and 
tha t the Order Authorizing T:mErgency Transportation of 
Petroleum and Pett"oleum Prodtcts in Bulk in Tank Trucks 
should be terminated and cancel.led. 

IT IS, THEREFORE, OEDERED that the Commission's Order of 
February 17, J977, au thorizing emerge-ncy transportation of 
petroleum and petroleum. products in bulk in tank trucks is 
hereby terminated and cancelled, and nc person is author�zed 
to transport pet roleum and petroleum products in bulk in 
tank trucks for hire except UFCn a valid Certificate of 
Public Convenience and Necessitj or Permit or exempt 
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authority duly issued by the Utilities 
good standing under the Rules and 
Utilities Commission. 

Commission 
Regulations 

ana 
of 

in 
the 

ISSUED BY ORDEB OF THE COBMISSION. 
This 27th day of April, 1977. 

(SEAL) 
NORTH CAROLINA UTILITIES coa•ISSION 
Katherine M. Peele·, Chief Clerk 

DOCKET HO. ,M-jOO, SUB 70 

BEFORE THE NOBTH CAROLINA UTILIUES COMHISSIOB 

In the Hatter of 
Revision of Rule RS-4, Paragr aph (b) 
thereof, of the commission •s Rules and 
Regulations 

ORDEB AMENDING BOLE 
85-4, PARAGRAPH (b)
THEREOF

BY THE C08MISSION: Notice is hereby given that the North 
Carolina Utilities Commission, acting under the power and 
authority delegated to it for the promulgation of rules and 
regulations for the enforcement cf the Public Utilities Act, 
is of the opinion, finds and concludes, that Rule RS-4, 
Paragraph (b) thereof, of the Eules and Regulations of the 
North Carolina Utilities Commission, presently reading as 
£ ollows: 

11Rule RS-4. Duty of Insp�.! Upon !rn.!!gnding 
!!Q!�tion. - (b) Inspectors and investigators shall not 
bear arms, and if aty violatcr should resist lawful arrest 
or inspection, the Inspector shall seek assistance from 
members of the state Higbvay Patrol or local law
enforcement officers or make complaillt for appropriate 
warrant to be executed l:y properly protected lav
enforceaent officers. 11 

should be deleted in its entirety from Rule RS-4. 

IT IS, THEREFORE, ORDERED: 

That Rule BS-4 of the Rules and Regulations of the North 
Carolina Utilities Commission bE, and the same is hereby, 
amended by the deletion therefrom of Paragraph (b) thereof 
in its entirety. 

ISSUED BY ORDER OF '!BE COHHIS�IC,N ..
This the I st day of July, f977. 

(SEAL) 
NOBTH CAEOLlNA UTILITIES C08ftISSION 
Katherine �- Peele, Chief Clerk 
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DOCKET NO. lt-100, SOB 72 

BEPOBE THE NORTH CAROLINA OTILI'IIES COHHISSION 

In the Matt er of 
Participation in the 
North Carolina Special 
Crisis Intervention 
Program by Electric and 
G.as Utili ties

OBDEE BECOGNIZING SPECIAL PROGRAM 
CONDITIONS .AND AUTHORIZING PARTI
C�P.ATICN BY REGULATED GAS AND 
ELEC1RIC U1ILI!IES IN NORTH 
CAROLINA 

BY THE COMftISSION: On Play 4, 1977, President Cart er 
approved the fur.ding cf a $200 million Special Crisis 
Intervention Prog ram to r elieve part of the energy cost 
burdens of the poor as a result of the recent severe winter 
and escalating energy prices. Governor Hunt has designated 
the Stat e Economic Opportunity Office to administer the 
prog"t"am in North Carolina. Availatle funds for the State 
total $4,020,000. 

The Special Crisis Interventicn Program funds will. be used 
to make direct payments of up to $250 to utility companies 
and fuel suppliers on behalf of eligible low-income 
households, which, because of large unpaid energy/fuel 
bills, have had their utilities shut off, and/or are 
threatened with inability to obtain delivery of heating 
fuel. Advance payments of $100 will also be made to utility 
companie s a nd fuel suppliers for future winter bills of 
eligible lov-income elderly persons Mho have experienced a 
financial hardship as a result of the pr�vious vinter•s fuel 
bills. 

In order to participate in the program, regulated 
utilities, as vell as·other fuel suppliers, must agree to 
abid e by the approved program ccnditions and requirements, 
which include the arrangement of deferred payment plans for 
those customers with account balances remaining outstanding 
after application cf the Special Crisis Intervention Program 
payment and deferred payment arr angements on d eposits 
required of recipients of Sfecial Crisis Intervention 
Program payments. These conditions are specified in the 
Agreement for Participation in the program to be signed by 
each participating utility and the North Carolina Economic 
Opportunity Office. 

The commission is of the opinion, and so f inds, that said 
Crisis Inter vention Program is in the public interest and 
that the conditioEs and requireaents therefor are just and 
reasonable, and should be approved. 

IT IS, THEREFORE, OBD��ED t�at regulated natural gas and 
electric utilities in North Carolina are hereby authorized 
to participate in the North Carolina Special Crisis 
Intervention Program and to confo�m to the approved program 
conditions established for the treatment of customers for 
whom payments are mide under the Special Crisis Intervention 
Program .. 
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ISSUED BY ORDER OF THE COHl'IISSION. 
This 29th day of July, ( 977. 

(SEAL) 
NOR'IH CAROLINA UTILITIES COMMISSION 
Katherine H. Peele, Chief clerk 

DOCKET NO. M-100, SUB 73 

BEFORE THE NORTH CAROLINA UTilI'lIES COl'IHISSION 

In the Matter of 
Amendment to Rule Rl-17(d) Relating to 
Notice of Gen eral Rate Application and 
Hearing 

) ORDER 
) APPROVING 

) AMENDMENT 

BY THE COMMISSION: Upon review of G.S. 62-8 I (b), the 
Co�mission is of the opinion that existing Rule RJ-17 (d) 
should be amended to establish an appropriate procedure for 
providing the initial thirty-day r.otice to customers of the 
public utilities covered by that statutory ·provision. 

IT IS, THEREFORE, OBDEBED as follows: 

J. That Rule Rl-17(d) be, and the same her eby is, 
amended to read in its entirety as follows: 

Notice of General Rate Application and Hearing -
Within thirty (30) days from the filing of any 
general rate application by any electric, telephone, 
natural gas or water u,tility, such utility shall 
publish notice to its costomers in newspapers having 
general circulation in its service area as follows: 

(Public Utility) filed a general rate 
application with the North Carolin a Utilities 
commission on {date) requesting an increase in 
additional annual reve nues of approximately 
{Amount· of proposed increase in dollars). 

The Utilities Commission will set a public 
hearing on the rate application within six 
months from the date of filing and vill require 
detailed NctiCe to the Public regarding the 
proposed rates in advance of the Hearing. 

The Commission will 
Notice to the Public 
Hearing. 

thereafter prescribe the form of 
in the Order scheduling the 

ISSUED BY ORDER OF THE COMMISSION. 
This 12th day of September, 1s11;' 

NOBTH CAROLINA UTILITIES CO�MISSION 
(SEAL) Katherine H. Peele, Chief Clerk 
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DOCKET NO. M-100, SUB 74 

BEFORE THE NORTH CAROLINA UTILI'IIES COHlUSSION 

In the Matter of 

7 

Rule R4-12 - Procedure for Approval of 
Joint Rate Agreements Among Carxiers 

ORDER ADOPTING RULE 
AND REGULATION 

BY THE COMMISSION: Upon revie1& of G.S. 62-152. J relating 
to uniform rates, joint r ate agreements among carriers 
enacted by the 1977 General Assembly, the Commi ssion is of 
the opinion that Rule R4-12 should be adopted to e stablis h a 
procedur� for approval of joint rate agreements among 
ca�riers pursuant to G.S. 62-152.J. 

IT IS, THEREFORE, ORDERED as fellows: 

That Rule R4-l 2 be and the same hereby is adopted as a 
rule a nd re gulation as follows: 

RULE R4-l 2. UNIFORM RATES, PROCEDURE FOR APPROVAL OP 
JOINT RATE AGREEMENTS At'IONG CAEBIERS.

(a) Form. and contents of A:e£lication

The application and supporting exhibits shall contain the 
following information: 

(I) Full and correct name and business a ddress
(street and number, city and ziF code, county and State) 

of the carrier applicant or applicants (hereinaft er called 
applicant) i whe ther applicant is a corporation, 
individual, or partnership if , a corporati on, the 
gove rnment, State or territory under the laws of which the 
applicant was organized and received its present charter, 
and if a pa rtner ship, the names of the partners and date 
of formation of the partnership. 

(2) Pull and correct name
(city and St a�e) cf each carrier 
application is filed and whether 
individual, or partnership. 

and business address 
on 1i1hose behalf the 

it is a corporation, 

(3) Wheth er app.licant and each carrier
behalf the application is filed is a carrier by 
motor vehicle, or water, or pipe-line company. 

on whose 
t'ailroad, 

{4) If the agreement of which approval is s ought 
pertains to a conference, bureau, committee, or other 
organ ization, a complete description of such organization, 
including any sub-units, and of its or their functions and 
methods of operation, together �ith a description of the 
territorial scope of such operations: and, if such 
organization has a working or other arrangement or 
relationship with any other org anization, a complete 
description of such arrange■ent or relationship. If the 
agreement is of any other charact er, a precise statement 
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of its nature and scope and the mode of procedure 
ih

1
ereunder. 

(5) The facts and circumstances relied upon to
establish that the agreement will be in furtherance of the 
transportation policy declared in Chapter 62 of the 
General -Statutes .. 

(6) The name, title, and post office of counsel, 
officer, or other person to whcm correspondence in regard 
to the application is to be addressed. 

There shall be filed with and made a part of each original 
application, and each copy, the following exhibits: 

( I) As exhibit I, a true copy of the agreement. 

(2) As exhibit 2, if the agreement pertains to a 
conference, bureau, committee, er ether organization, a 
copy of the constitution, hy-lavs, or other documents or 
wri tings, specifying the organization 1 s powers, duties, 
and procedure, unless incorporated.in the agreement filed 
as Exhibit J. 

{3) As exhibit• 3, if the agreement relates to a 
conference, bureau, committee, or other organization, an 
organization, an organization chart. 

(4) As exhibit 4, if the agreement relates to a
confere nce, bureau, committee, or other or ganization, a 
schedule of its charges to members or, where expe[!.ses are 
divided among the members, a statement showing hov the 
expenses are divided. 

(5) A.s exhibit 5, opinion of counsel for ap pl.icant
that the application made meets the requirements of law as 
set forth in G.S. 62- 1s2.1, and will be legally authorized 
if approved by the Commission, with specific refere nce to 
any· s pecially pertinent· provisions of articles of 
incorporation or association .. 

The following procedure shall govern the execution, 
filing, and disposition of the apFlication: 

( I) The original a�plication shall be made under
oath and shall be signed in ink ty applicant, if an 
individual; by all partners, if a pa rtnership, and if a 
c orporation, by an executive officer having knowledge of 
the matte rs therein contained; and shal1 show, among other 
things, that the affiant is duly authorized to verify and 
file the app1ication. 
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(2) The original apE=lication and supporting papers
in ccmpliance with Rule Rl-5 shall te filed with the Chief 
Clerk with copies to the Transportation Rates Division of 
the Public Staff. Each c opy shall bear the dates and 
signatures th at appear i n  the original and shall be 
complete in itself, but the signatures in the copies may 
be stamped or typed, and the officer's seal may be 
omitted. 

(3) A public notice will be issued by 
Commission statin g the fact that an application has 
filed under these rules a nd indicate the manne r .and 
for filing protests. 

the 
been 

time 

(4) A. protest against the grant of an application 
be filed in accordance �ith Rule Rf-5. 

(5) In th e event no protest is filed by the date
specified in the public notice, the matter vill be decided 
on tbe verified application and record. 

(6) To the 
covered by this 
Regulations shall 

extent 
rule, 

apply. 

that matters of procedure are not 
t he Commission's Rules and 

(7) The filing unde r this Rule shall be an original
filing and separate from and in addition to any such 
filing made with the Interstate Ccmmerce Conmission. 

(8) compliance
carrier from otherwise 
62-1s2.1.

vith this Rule does not relieve any 
meeting full compliance with G.S. 

{9) Agreements filed under this 
become effective until approval under 
Commission. 

Rule 
order 

shall not 
by the 

(d) Nev Parties_to an A.9!:eement

Wh ere a carrier becomes a Farty to an agreement which has 
been approved by the Commission, such approval will extend 
ana be applicable tc such carrier upon the filing with the 
Commission by the carrier or its authorized agent of a 
verified statement that i t  has become a party to the 
agreement, which statement shall sh ow the information 
required by paragra�h (a) (2) cf this Rule, provided , (I) 
That such c arrier is not, under the agreement, to act with 
carriers of a different cl ass, within t h e  meaning of G.S. 
62-152.1, except as the agreement relates to transportation
under joint rates or over through routes, and (2) that no
change is made in the agreeme nt except th e addition of such
ca crier.

When independent action 
publication is to be ma de by a 

is announced 
pub lishing agent 

and tariff 
operating 
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pursuant to an agreement under G.S. 62-152.1, notification 
thereof will be given by the agent to the same extent and in 
the same manner that the agent gives notice of actions 
proposed under procedures for coll.ective consideration of 
the parties to the agreeirent; an4 no other joint or 
collective procedures under the agreement are thereby 
invoked. 

ISSOED BY ORDER OF THE COMMISSION. 
This (0th day of October, 1977. 

·NOETH C�EOLINA UTILITIES CONMISSION
(SEAL) Katherine �- Peele, Chief Clerk

DOCKET NO. M-100, SUB 75 

BEFORE THE NORTH CAROLINA UTILITIES COKMISSION 

In the Matter of 
Amendments to Commission Rules and Regu
lafions to conform to 1977 Legislation 
and Making Certain Administrative Changes 

OBDER •PPROVING 
CHANGES TO RULES 
AND REGULATIONS 

BY THE COMMISSION: Upon review of legislation en acted by 
the 1977 Gene ral, Assembly and, in particular, senate Bill 
229 making certain changes in the structure and organization 
of t he Commission, and it further being apparent that 
certain administrative changes to the Commission Rules and 
Regulations should be imp lemented, acting under the power 
and authority delegated to it fqr the promulgation of Rules 
and Regulations under chapter 62 of the North Carolina 
General Statutes and in the interest ot' updating the 
Coramission's Rules and 6e9ulations under new legislation, 
the Commission is of the opinion,, finds and concludes that 
the Rules and Regulations should te changed as set forth 
hereinaftec. 

IT IS, THEREFORE, ORDERED as follows: 

That the changes and 
Rules and Regulations as 
same hereby are, adopted 

modifications to the Commission's 
set forth bereinbelow be, and the 
and approved. 

J. That Commission Rule Bl-2(a)
entir ety to read as follows: 

be rewritten in  its 

''Rule R.i:.2- Office hours and sessions. - (a)• Office Hours. 
- The offices of the Commis sion in the Dobbs Building, 430
North Salisbury street, Raleigh, North Carolina, will be
open for business daily during regulac working hours for
departments and agencies of State government, which normally
extend from 8: 00 a.m. to 5: 00 p.m., except Satur days,
Sundays and holidays. M ail should be addressed to the
Commissi on or Public Staff - Utilit ies Commission at P� O.
Box 991, Raleigh, Ncrtb Carolina 27602."
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2. That Rule R!-3 be changed to insert a new section {c)
with subsequent sections renumbered as follows: 

11 (c) Public Staff of the Ccn:mission. - Pers ons appearing 
under statutory authority of G.S. 62-tS." 

3. That Rule R 1-4 be
(!)a. following the words 
to the Commission'' the 
Staff." 

changed by inserting in subsection 
"informal complaints may be made 
addition of the words "or Public 

4. That the fellowing change in Rule 
by adding "2. By t he Public Staff, and11 

section renumbered. 

BJ-4(3) c. be made 
with subsequent 

5. That RuJ.e Bl-5 (c) be changed to de.lete the last 
sentence and add in lieu thereof 11 The use of paper 8 1/2 11 x 
11 '1 with a le ft. margin of appco:icimat ely one a nd one-ha lf 
inches is r equired. 11 and that Bule R 1-S(g) be changed by 
changing "twenty (20) copies" to "twenty-five (25) copies"
and under Exception 3 ther eof changin g "five (5) copies" to 
"ten (10) copies". 

6. That Rule Rj-9 (a) i n  the first se ntence ther-eof be 
changed to insert the wor ds 11or by the Put:lic staff11 
following the words "Commission on its own motion". 

7. That Rule Rl-12 be changed in the first sentence
thereof to delete 11four copies11 and add " nine (9) copies". 

8. That Rule Iil-14(a) (4) te changed by the addition of
the words "and the Public staff" following "file d with the 
Commission" .. 

9. That Rule Rl-15 be cha11ged by the addition in the
first sentence thereof of the 111ords "of the Public Staff or" 
following 11upon protest or complaint" and a new (I) added as 
follows with subseguent s e ctions renumbered: 

11 ( I) Any public util.ity filing or applying for an 
i ncrease in rates for electric, telephone, 
natural gas or water servi ce shall notify its 
customers proposed to be a ffecte d by such 
incre ase of s uch filing within 30 days of such 
filing, which notice shall state that the 
Commission sha ll set an d shall conduct a trial 
or hearing with respect to such filing or 
application within six months of said filing 
date. All other public utilities shall give 
such notice in such manner as shall be 
prescribed by the Commission. 11 

10. That Rule Rl-15(2) relating to Protests or Compl aints
be changed by the addition of the words "Vith a copy to the 
Public staff" following "Raleigh, H01:th Carolina," and the 
addition of the vords 11vi th a copy to the Public Staff" 
fol lowing "to the Cc11■ission 11 • 
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11- That Rule Rl-15(4) relating to Reply be c hanged by 
the addition of the words 0 vith a copy to the Public Staff" 
following "the Commission a reply 11• 

12. Tha t Rule RJ-(6 (a) in the second sentence thereof be 
changed from "fifteen ( 15) copies" to 11 tventy (20) copies". 

13. That Rule RJ-l7(b) (9) be c hanged by adding subsection
f. to read as follows:

11f. Every general rate application shall 
contain a one-page summary of all proposed 
increases and changes affecting customers 
and such Sumnary shall appear as Appendix 
I • "

14. That Rule RI-I 7(b) (Ill be changed to add the vords
"or Publ ic Staff" following "offices of the Commission".

I 5. That Rule Rl-17(b)(I 4) te changed by rewriting the 
la st sentence thereof to read: "The Commission staff, the 
Public St aff, the Attorney General and all other Intervenors 
or Protestants shall file all testimony, exhibits and other 
information to be relied upon at the hearing 20 days in 
advance of the scheduled hearing. 11 

16. That Rule R(-J1(c) be cha nged in the first sent ence 
thereof by adding 11and copies tc the Public Staff" following
"filed with the Commission 11•

17. That Rule RI -17 (f) (I) in the first sentence thereof
be changed by adding 11, Public Staff, 11 set out in commas 
following "Commission sta ff". 

I 8. That Rule RI- 17 (f) (2) be changed by add ing 11, Public 
Staff," set out in commas following 11 Co111mission Staff". 

19. That Rule Bl-I 8(11) in the first sentence thereof be
changed to add the words "with copies to the Public Staff" 
follow ing "to the commission". 

20. That Rule 1- 19 be changed by the addition of new
subsection (e) as follows: 

11 (e) Notices of Intervention by the Public Staff. 
Notices of Intervention by the Public staff shall be deemed 
recognized without the issuance of any order. As a general 
rule, Notices of Intervent ion by the· Public Staff need not 
be filed in advance of any hearing and appearances may be 
made and noted at the hearing. If the Public staff elects 
to do so, Notice of Intervention may be filed in certain 
cases. The filing of testi11onJ and exhibits and otherwise 
complying with all other Bules and Regulations of the 
Commission are not affected by this provision." 

21. That Rule Rl-21 (b) (2) be changed by deleting after
11on the bulletin board" the vocds 0at the courtroom door"
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and inserting 
Cler k11 and th at 
be  changed to 
and insert in 
Panel,". 

in lieu ther eof 11in the Office of the Chief 
Rule Rl-21 (d) in the first sentence thereof 
delete the words "Co11.mission11 an d "Division" 

lieu thereof "full commission, commission 

22. That Bule R 1-21 (e) be changed as follows:

11 { e) Order of Receiving Evidence.. Unless other vise 
directed by the p re siding Com11.issioner or Hearing Examiner, 
evidence vill ordina rily be recei�ed in the f ollowing order: 

(I) Upon investigation on motion cf the Commission:
(i) -Commission Staff, (ii) Publ.ic Staff, (iii)

Respondent, and (iv) rebuttal by Commission 
St aff or Public Staff. 

(2) In investigation and suspension proceedings:
(i) Respondent, (ii) Put:lic Staff, (iii)

Commis sion Staff, (iv) Protestants, and (Y)
rebuttal by Respondent.

(3) Upon applications and petitions: (i)
Applicants or Petitioners, (ii) Protestants,
(iii) Public Staff, (iv) Commission staff, and
(v) rebuttal by Applicant or Petitioner ..

(4) upon investigations after motion by the Pub1ic
Staff: (i) Public Staff• (ii) Respondent,
(iii) Int ervenors, (iv) Commission Staff, and
(v) rebuttal by Public Staff.

(5) Upon formal complaints: (i) Complainant, (ii)
Defendant, (iii) Public Staff, (iv) Commission
Staff, and (v) rebuttal by Co■pl.aina nt.

(6) Upon order to show cause: (i) Commission
Staff, (ii) Publ.ic Staff, (iii) Respondent, and
{iv) rebuttal by commission Staff or Public

Staff .. "

23. That Rule Rl-21 (f) be rewritten as follows:

11 (f) Testimony by Public Staff or Commission Staff ..
(I) Investigatio11s irade by the Public Staff or

Commission Staff in any pending proceeding ...... " 

24. That Rule Rl-2'1(f) (3) be ct.anged by de1eting 11tventy-
five (25) copies" and adding ''thirty (30) copies". 

25.. That Rule Rl-25 be ch angEd to read as follows: 

11 (a) Any party of record, including the Public Staff, to a, 
proceeding before the Commission, Commission Panel, or 
before a Hearing �xaminer shall have the right to a nd upon 
request of the presid-ing Commissioner o r  Eiaminer, shall 
file proposed findings of fact, conclusions of law, and 
brief in the ca use on all. i ssues.. The Presiding Officer 
shall fix the time within lihich to file such proposed 
findings, conclusions and briefs at the hearing or. 
thereafter, and no decision, report, or recommended order 
shall be made in the cause until after the expiration of the 
time so fixed. The proposed findings and conclusions of the 
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parties and i:articula rly those cf the Public Staff shou.ld 
include schedules in co1I1parative form shoving rec onciliation 
based upon evidence of record of the differences between the 
parties to the proceeding and the reconciliation by the 
Public Staff between the parties to the proceeding sha ll 
include the following schedules: 

(I) Original cost net investment vith each 
component shown se�arately, e.g., utility plant 
in service, accu1rnlated de pre ciation ,. working 
capita l (show components of working capital 
separately, e.g., cash, minimum bank balances,
materials and supi:lies, etc.); 

(2) Op erating income for return vith each co mponent
shown separately, i.e�, operating revenues,
operation and maintenance expenses with fnel
expense shewn separately, depreciation expense, 
taxes-other than income, current income taxes -
state, current income taxes federal, 
investmen t tax credit-net, deferred income
taxes - net, and interest on customer deposits; 

(3) Total company c apita lization including absolute
dollar amounts and ratios. Also show the 
annualized em bedded cost of debt, the preferred 
dividend requiremer;t, the e nd-of-period return 
on common eguity and the end-of-period overall 
rate of return under present and co mpany 
proposed r ates; 

(4) Calculations of current and deferred state and
federal income tax expense; and

(5) Calculation cf replacement c ost and fair value. 
(6) In rate proceedings involving operating ratios, 

such operating rat ios shall be present ed in
addition to app licable data set forth above."

26. That Rule R 1-26 be changed as follow s: Delete 
"hearing division" in both the beciding and first . sentence 
and insert in lieu thereof 0ccmmission Panel, Hearing" and 
insert "Commi ssion Panel" in lieu thereof of 11 hear ing 
division" in subsection (c) and add "Hearing11 b efore 
Commissioner in (c). 

27. That Rule RI -32 1::e changed by adding at the end of
subsection (a) the following sentence: "The Chief Clerk 
shall, immed iately upon the filing of any annual report, 
transmit the same to the Public Staff for an alysis and 
approval. n 

28. That Bule Rl-33 bE ctianged by adding at the 
conclusion thereof the following: "The Chief Clerk shall., 
immediately upon the filing of any annual report, t r ansmit 
the same to t he Publ.ic Staff for anal.ysis and approval." 

29. That Bule Rl-36 (a) (2) be changed to read in the first
sentence thereof as follolis: "Public hearing on 
application s pursuant to G.s. 62-134(e) vill generally be 
h eld in the Hearing Room of the Ccmmission, Dobbs Building, 
430 North S alisbury Street, Baleigh, North Carolina." 
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30. That Rule Rl-36 in sutsection (ll) (2) thereof in the
first sentence following the liOrds 11fi1ed with t.be 
Commission and a copy" be changed to read as follovs: 
11 ·provided to the Public Sta££ and to the applicant.'! and the 
second sentence be changed to read as follows: "Public 
hearing on such application will generally be held in the 
Hearing Room of the Commission, Dobbs Building, 430 North 
Salisbury Street, Raleigh, North Carolina." 

3(. That Rule R2-2(e) be changed to insert after the word 
"cancelled" the words "upon notice to the holder without 
hearing 11• 

32. That Rule B2-2 (e) (6) be changed to insert after the
word "passenger" the voi:ds "or property'1• 

33. That Rule R2-2 (f) l:e changed to add at the end of the
first sentence following the word "number" the words "unless 
such vehicle is under permanent lease in vhich case only the 
certificate number of the lessor 111i ll appear." 

34. That Rule E2-2 be changed to add subsection (h) to
read as follows: 

11 (h) Any person operating under a certificate of exemption 
using a leased or rented v ehicle shal l have the vehicle 
properly marked or placar ded on toth sides in letters and 
figures not less than three (3) inches high, the lessee.1 s 
name or trade name, address and certificate numb er." 

35. That Rule R2-7 be changed to delete the words "North
Carolina" before the wai:ds "tag number" and to delete the 
initials "!•�·" as they appear before the word "Tag" in the 
heading of the fii:st column of the form. 

36. That Rule B2-8 (a) (I) te changed beginning in the 
secon d sentence thei:ecf to delete "five complete co pies" and 
insert 11ten ( I 0) complete copies11 and following 11 filed with 
the Commissi on" to add the words "with a copy to the Public 
staff." and in the last sentence thereof be changed to 
insert in lieu of 11$25.0011 the following: 11$250.00, Class 
I; s100.oo, Class II; and $25.00, Class III". 

37. That Rule R2-8(b) (I) be amended in the first sentence
following "with the commission" with the voi:ds "vith a copy 
to the Public staff, 11 addecl and "five copies" changed to 
"ten (10) copies". 

38. That Rule R2-9{a) be amended foll owing the words "in
writing to the Commission" to add the words in addit ion
thereto 11 vith a copy to the Public. Staff".

39.. That Rule R2- I q be changed in the sec end senten ce of 
the first paragraph at the end thereof to add the words 11and 
the Public Staf.f11 f ollowing 11the commission". 
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40. That Rule R2-15(b) be chqnged by deleting the comma
following 11vith the Commission" and adding the words "with a 
copy to the· Public staff11• 

4J. That Rule R2-23(c) be changed to delete the words and 
figures "twenty-five cents (25,z) 11 and insert "$1 .0011• 

42. That Rule 82-36 (a) be changed to amend the SCHEDULE
OF LIMITS f orm in column heading (3) by deleting 11s2s.·ooon 
a�d inserting 11 $50, 00011 • 

lf3. That Rule R2-Q.2 (a) be changed to delete 11and other 
agents of the Commission " and add the words 11of the Publ.ic 
Staff or C�mmission Staff or their agents".

44. That Rule R2-42 be changed in subsection (b) 
following "Representatives of the Commission" to add the 
words "or t he Public Staff". 

45. That Rule R2-42(c) be changed following "agent of the
Commission" to add the vords 11or the Public Staff" and 
following "directed by the Comnission" to add the words 11or 
upon approval of request to the commission. by the Public 
Staff". 

46. That Rule R2-53(c) be changed by deleting the comma
following the words "Commission in a .lett er" and adding the 
vords 11 vith a copy to the Public Staff,". 

47. That Rule R2-51 be changed in the first sentence
thereof following the words "filed with it" to add the words 
"with a copy to the Public Staff". 

48. That Rule R2-58 be changed in the first sentence
thereof following "with the Commission" t o  add the words 
"w.ith a copy to the Pub lic Staff". 

49. That Rule R2-59(a) be changed in the first sentence
thereof following 11wi th the commiss4"on 11 to add the words 
"with a copy to the Public Staff11• 

50. That Rule R2-66(a) be changed following the words
"up on application" to add the words 11to the Commission, with 
a copy of the application a lso being furnished to the Public 
Staff,"and insert after 11 and after a bearing," the words 
11or after notice and no protests being filed". 

51. That Rule R2-74(a) be changed in the third sentence
thereof to delete 1125.¢11 and add 11 !1 .0011• 

52. That Rule R2-83 (i) be changed in the fourth sentence
thereof to delete 1125t'" and add "!I .0011• 

53. That -Rule R2-86(a) and (b) be cha nged to amend the 
SCHEDULE OF LIMITS forms in column heading (3) by deleting 
11$25 ,00011 and  adding 11$50,00011 and in columns (2) and (4) by 
deleting "$25,00011 an d "$10,000 11 ana adding 11$50,000 11• 
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54. That Rule R3-7 be changed hy substituting
11Interstate commerce Comm ission 11 the vords 
Depa rt men t of Transportation, Federal 
Administration". 

17 

in lieu of 
"0. s. 

R ailroad 

55. That Rule R3-8(a)
North Carolina" to add the 
vith the Public Staff and". 

be changed following 11concept in 
words "shall also file a copy 

56. That Rule R4-I be changed to redesignate the existing
secti on as (a) and the following edded as a new (b): 

11 (b) The term •agen t• or •issuing agent• as used herein
means a party issuing or publishicg tariff schedules for and 
on beh alf of common carriers. 11 

57. That Rule B4-2 (h) he changed to delete "tvo (2) 
copies" and add 11 six (6) CCFies" and delete "Traffic 
Department 11 and insert in lieu thereof "Transportation Bat es 
Division". 

58. That Rule R4-2 (h) he changed to delete "duplicate" 
and insert 11tri pli cate 11 and add "27602. 11 after "N.C.". 

sg. That Bule R4-4 (c) be changed to delete "Th_ree copies" 
and add "Six (6) ccpies11 and fui:ther amended to delete 
"Traffic Department" and insert in lieu thereof 
11Transportation Bates Division" aI!d to add 11 27602." afte r  
"N.C. "• 

60. That Rule R4-6 be changed in subsections (a) and (h) 
add in lien thereof to delete "Traffic Department" and 

"Transportation Rates Division". 

6(. That Rule R4-7 
11Two copies" and 11one 
11 six (6) copies"; to
"Transportation Rates 
"N.C.". 

he changed in subsection (c) to delete 
copy" and iIJsert "Six (6) copies" and 
delete "Traffic Department" and insert 
Division 11 i and to add "27602." after 

62. That 

Depart11ent of 
Division". 

Rule R4-(0 be chan ged to delete "Traffic 
the Ccmmission" and add "Transportation Rates 

63. That Rule RS-I be changed in the second sentence to
delete the first "such" and insert in lieu thereof the word 
"prope r" and to delete "card" and in the last sentence to  
delete "such current" and insert in lieu thereof the vord 
11appropi:iate 11 and to delete 11card11• 

64. That Bule BS-4 be changed to delete (b) in its
entirety and to i:eletter each remaining paragraph. 

65. That Rule R6-3 be changed to insert following "by the
Commission" the words " r the Public Staffr or their".
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66. That Bule 86-5, subsection (8) be changed to add at
the end of that prevision "or the Public Staff. 11 

67. That Rule R6-27 (a) be changed following 11of the
Commission 11 to add the words 11or the Public Staff". 

68. That Rule R6-27(b) l:e changed by the addition of a 
new subsect ion (I) to read a.s fcllc1i1s: 

n ( I) The calorimetric 
in a suitably 
acceptable to the 
inspection by the 
Public Staff." 

equipment shall be installed 
located testing station 

Commission and subject to 
Commission Staff or the 

69. That Rule R6-40(1) be changed to delete 112 .. 11" and 
add 11 2.)211• 

70. That Rule R6-40(2) l::e changed to del�te "2. 12 11 and 
add 112.]311• 

71. . That Rule 87-1 be changed to t;ead "These rules apply
to public water utilities as defined in G.S. 62-3. 11 

72. That Rule B7-2 be chang�d by deleting the balance of
subsection (a) following "pu.tlic for compens ation11 a nd
inserting the following words 11 as defined in G. S. 62-3. 11 

73. That Rule R7-2 (e) be changed by del.eting "twenty-five
(25) customers" and adding "ten (10) customers".

74. That Rule R7-3 (a) be changed following the wo rds "by
the ComI?iss ion" to add 11, Public Staff or their" and i n  (b) 
after the words "to the .;=ommission" add 11w ith copies to the 
Public Staff" and after the vords 11by the Commission" add 
"or Public Staff. 11 

75. That Rule R7-3 (c) be re11ri tten as follo111s:

11 (c) Accident Re�crts and Intertupticn of service Reports.
- Each utility shall. file a report with the Commission vith
a copy to the Public Staff aescr iting any acciden t  or
interruption of service in ccnnection with the utility's
operation. The report sh all be filed within the intervals
specified by the comrniSsicn from time to time, and shall
contain the information required on _th_e reporting forms
furnished by the Cogmis sion for that purpose. n 

76. That Rule R1-8 (a) be changed following "affecting" to 
read 11 ten ( I OJ or more customers and shall be aaintained for 
three (3) years. A report of such interruptions shall be 
filed each inonth in the Office of the Chief Cle rk with a 
copy to the Public Staff by the JSth day of th e month 
folloving the month for vbich tte report is required to be 
f il.ed." 
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77. That Rule R7-33 (a} be changed t o  add f ollowing 11the 
Utilitie s  Commission" tbe vords 11 11ith a copy to the Public 
Staff 11. 

78. That Rule 87-34 (a} in
to read 11by the Ccmmission 
"inspected and checked 11• 

the seco nd paragraph be changed 
or Public Staff. 11 follow ing 

79.. That Rule RS-I (b) be c hang ed foll owing the voi:ds 
11wit h the Ccmmissi on 11 by deleting 11is pr esupposed" and 
adding 11a nd the Public Staff is expected. 11 

80. That Rule B8-3 (c) 1:e changed following "its 
representatives" tc add the 11ords "or the Public Staff". 

81. That Rule RB-4 be changed folloving 11to the 
Commission" by adding the words 11 and the Public Staff". 

82.. That Rule R8-5 (h) be changed by addition of the words 
"or the Public staff# " following 11 the Commission11• 

83.. That Rule R8-6 be changed by adding following "the 
Co11missi on11 the vords "or the Public Staff" .. 

84.. That Rule RB-40 (b) be changed t o  delete "Electrical" 
and insert 11Engineering11 and after "Division" in sert "of the 
Commission Staff and the Ele-ctric Division of the Public 
staff11 and by in serting the cclcn after the vord 11belo11" and 
deleting the remainder of the sentence .. 

85. That Rule BB-40 (C) l::e changed to d elete the words 
"Electrical Divisio n" and insert the word s "Engineering 
Division of the commission Staff and Electric Divisi on of 
the Public Staff11 and to delete the remainde r of the 
sentence after the word 11telegram 11• 

86. That Rule B9-4 (bl (5) be 
11Telephone Rate Secticn" and adding 
Public Staff11 • 

changed 
"Telephone 

by deleting 
Division 

87. That Rule RIO-I be changed folloving "as defined in 11 

by adding "G.S. 62-3. 11 and deletii:g the remainder of the 
sen tence and "(NCUC Docket Ho. S-JOO, Sub I, 8/23/67 .. ) 11• 

88. That Rule RI0-2(a) be changed by adding as a part of 
the first sentence after t he 11crd "compensation" the words 
11as d efined in G.S.. 62-3" and by deleting the second 
sentence in its entirety. 

89. That Rule R J0-3 (a) be changed by inserting 11, Publ ic
staff" after the word 11commission" and after the vord 11or"
deleting the word "its" and inserting the word "their".

ISSUED BY ORDEB OF THE COHttISSICN. 
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-This 27th day of Cctober, 1971.

NORTH C�SOLINA UTILITIES COMMISSION 
(SEAL) Katherine !. Peele, Chief Clerk 

DOCKE� NO. E-100, SUB 21 

BEFORE THE NORTH CAROLINA UTILITIES COftftISSION 

In the Hatter of 
Investigation of Peak-Load Pricing 
Time-of-Day Metering, Ccnserva�icn, 
and Load Management for Electric 
utilities Operating in North 
Carolina 

) ORDER FOR IHPLEHENTA
J TION OF VOLUNTARY 
) TIME-OF-DAY RATES BY 
) DUKE POWER COMPANY 
) 

BY THB COftMISSION: Pursuant to the Commission's order 
herein, issued on 25 February 1976, Duke Power Company 
(Duke) filed time-of-day electric rates for implementation 
on a voluntary basis by a limited numher of residential, 
general service and industrial cus tomers. The Commission 
conducted a public hearing ct 16 December 1976 �or 
·consideration of allowing Duke's program for imp1ementing
such rates. On 31 August 1977 the Commission reopened the
16 December 1976 hearing fer oral argument on the record and
for presentation of nevly discovered ·evidence or subsequent
evidences relevant and material to the i ssue of approval of
the time-of-day rates under consid8ration.. (Voluntary time
of-day rates filed by Virginia Electric and Paver company
and Carolina Pover and Light coai:any were also considered at
the hearings and vill be the subject of a separate order.)

Based upon the entire record now before it in this 
proceeding, the commission is cf the opinion that the 
voluntary time-of-day rates filed by Duke on 23 September 
1976 vill allov participating ctistomers an opportunity to 
effect savings in their electric bills while providing Duke 
and the Commission with m eaningful information as to whether 
customers are willing to sh ift their usage to off-peak 
periods and whether such shifts would create a new peak. 
The Commission therefcre conclud es that these rates should 
be implemented according to the plan proposed by the 
company, fOr an initia1 one-year-contract period. 

IT IS, THEREFORE, OBDEBED as fellows: 

1. That Duke Paver Company shall aake a Yailable, to
selected customers and on a voluntary basis, the time-of-day 
rates shown in Appendix A attacbed hereto, ui:on the filing 
of appropriate tariffs which shall be effective on one day•s 
notice. 

2 .. That Duke shall begin i■mediately to se1ect 
customers, using random sa■pling procedures, to vhom the 
voluntary time-of-day rates vill te made available .. 
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IT IS, THEREFORE, ORDERED: 

That pursuant to G.S. 62-2, the customers selected by Duke 
Power Ccmpa ny for i ts voluntary time-of-day rate experiment 
previously authorized in this Docket may be chosen from 
among Duke •s entire syste m service area so long as 
sufficient numbers of North Ca�clina custoaers are included 
to retain the statistical integrity of the results for use 
in future North.Carolina ratemakiDg decisions. 

ISSUED BY ORDER OP tHE COMHIS�ICN. 
This ijth day of October, 1977. 

(SEAL) 
NOETH CAEOLINA UTILITIES COHHlSSlON 
Katherine �- Peele, Chief clerk 

DOCKET NO. E-JCC, SUB 21 

BEFORE THE NORTH CAROLINA UTILITlfS COHftISSIOH 

In the Matter of 
Investigation of Peak-Load Pricing ) ORDER REQUIRING 
Time-of-Day Hetering, Ccnservaticn, J FILING OF AT 
and Load Management for Electric ) LEAST ONE SET OP 
Utilities Operating in North Carolina ) l!ARGIRAL COST RATES 

BY THE COMIHSSION: The Conmissicn has examined c hanges in 
electric utility ccst relationshiFs and growth rates in this 
Docket and in others in recent years. Recent Commission 
ordered r�te designs have bee11 designed to be more 
respon sive to changing cost lelels and relationships. In 
order for the commission to fully conside r rate design 
issues in electric rate cases, the Commission desires to be 
able to examine proposed rates alon g vith rates designed 
with long run incremental ·ccsts as a ba se for relative 
charge s for service between and within classesA 

IT IS, THEREFORE, OBDERED that, until further Order of the 
Commission, Carolina Power and Light C ompany, Duke Power 
Company, Virginia Electric and Power company, and Hantahala 
Paver and Light Company shall, when filing a ge neral rate 
case, include a set of proposed marginal cost rates based 
upon lon g run incremental costs. In order to prevent 
overcollection of revenues, the full marginal cost rates 
shal.l be evenly sea.led down to lewels vhich vould g ener ate 
only the required revenues.. Supporting information and 
calculations for both the f ull and scaled dovn marginal cost 
rates shall be provided in the same detail and manner as 
those for the company proposed i:a tes .. 

ISSUED BY ORDER OF 1HE CONftISSICN. 
This 21st day of December, 1977. 

(SEAL) 
NOETH CAEOLINA UTILITIES COHHISSIOH 
Katherine M. Peele, Chief Clerk 
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3. That, at the end of one year's experience under the
voluntary time-of-day rates, Duke shall file with the 
commission a full report including electricity usage among 
participating customers before and after implementation of 
said rates. 

ISSUED BY ORDER OF THE COHHISSION. 
This 8th day of September, 1977. 

NOB�H CAFOLINA UTILITIES COMMISSION 
(SEAL) Kather ine ft. P eele, Chief Clerk 

NOTE: For Appendix A, see official Order in the Office of 
the Chief Clerk. 

DOCKET NO. E-100, SUB 21 

BEFORE THE NORTH C AROLINA OTiLITilS COHMISSIOH 

In the Matter of 
Investigation of Peak-Load Pricing 
Ti111e-of-Day Metering, 
Conservation, and Load Management 
for Electric Utilities Operating 
in .North Carolina 

ORDER ALLOWING TI�E-OF
DAY SANPlE TO BE CHOSEN 
FROM THE ENTIRE COMPANY 
SERVICE AREA 

BY THE COMMISSION: 'Ihe Co1111ission has been inforni.ed by 
telephone on 30 September 1977 ty Hr. Dick Smith ,. Chief 
Engineer of  the Staff of the Scuth Carolina Public Service 
Commission that: 

(I) South Carolina is conEidering requiring Duke Pover
Company to implement a vcluntary time-of-day pricing
exp eriment in South Carolina similar ta that
authorized in North Cai:clina by this Commi ssion on 8
September 1977 ,. 

(2) Duke Power Company wishes to extend the North
Carolina program to sample its entire system service
area,. that such extension may be atle to be performed
at less cost than restricting the sample to North
Carolina ,. and that Duke would prefer not to have to
go to the expense of duflicating the experiment in
South Carolina ,. and

(3) That South Carclina wculd prefer on e statistically
sound syst em-wide experinent to two jurisdictiona lly
sepa�ated experiments.

The commission is informed by its 
extension can be accomflished vi th out 
statistical qualities of the experiment. 

Good cause appearing ,. 

Staff that 
degrading 

such 
the 
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DOCKET NO. E-100, SUB 22 

BEFORE THE NORTH CAROLINA UTILITlFS COMMISSION 

In the Matter of 
Investigation, Analysis and E�tiaation 
of Future Growth in the Use of 
Electricity and the Need for Futcre 
Generating capacity for North Carclina 
under Chapter 780, 1975 Session Laws 
of Not"t h Car olina {G. s. 62-11 O. I) 

ORDER ADOPTING PLAN 
FOR THE FUTURE 
REQUIREMENTS OF 
ELECTRICITY IN 
NOBTH CAROLINA 

HEARD IN: 

BEFORE: 

APPEARANCES: 

Roon cf the Commission, Ruffin 
West Morgan Street, Raleigh, 

Beginning Tuesday, January I I, 

The Hearing 
Building, one 
North Carolina, 
1977 

Chairman Tenney I. Deane, Jr., Presiding; and 
Commissioners Ben B. Rcney, J. Ward Purringt on, 
Barbar a A. Simpson, R. Lester Teal, Jr., w. 
Scott Harvey 

Fot" the Commission Staff: 

Edward B. Ripp, General counsel, 
Utilities Conmissicn, P. o. Box 
North Carolina 27602 

North Carolina 
99 I, Raleigh, 

Wilson B. Fartin, Jr., Assistant Commission 
Attorney, North '.Carolina Otilities Commission, 
P. o. Box 991, Raleigh, North Carolina 27602

Antoinette B. Wike, Associate Commission 
Attorney, North Carclina Utilities commission, 
P. o. Box 99 I, Raleigh, North Carolina 27602

For the Interven ors: 

William E. Graham, Jr., Senior Vice President 
and Genera l counsel, Carolina Power & Light 
Company, P. O. Eox 1551, Raleigh, Not"th 
Carolina 27602 
For: Carolina Power & Light Company 

Richard E. Jones, Associate General C ounsel, 
Carolina Power & Light Company, P. o. Box 1551, 
Ra1eigh, Herth Carclina 27602 
For: Carolina Paver & Light Company 

Charles Bobson, Attorney at Lav, Carolina Paver 
& Light Coupany, P. c. BOI 1ss1. Raleigh, North 
Carolina 27602 
For: Carolina Power & Light Company 
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Robert •C. Howison, Jt., Joyner & Howison, P. O. 
Box 109, Raleigh, North Carolina 27602 
For: Carolina Power & Light company 

Steve c. Griffith, Jr., General Counsel, Duke 
Power Company, 422 sooth Church street, 
Charlotte, NoJ:th Carolina 2·0202 
F or: Duke Power Ccmpany 

William Larry 
Power company, 
Ch arlotte, North 

Porter, Attorney at 
422 South Church

Law, Duke 
Street, 

· For: Duke Power 
Carclina 28202 
Company 

George H. Ferguson, .Jr., Attorney at Lav, Duke 
Power company, P. o. Box 2178, Charlotte, North 
Carolina 2821 I 
For:, Duke Paver CCmfany 

Guy 
Hain 
For: 

Edgar 
East 
For: 

T. Tripp, III, Hunton & Williams, 707
Street, Richmcna, Virginia 23219 
Virginia Electric and Power company 

I:'!. Roach, Jx:., Hunton & Williams, 
Main street, Eichmond, Virginia 23219 

Virginia Electric and Power company 

East 

707 

Thomas a. Eller, Jr., Hovis, Bunter & Eller, 
Attorneys at Lav, 801 American Buil.ding, 
Charlotte, North carclina 28286 
For: The North cai:clina Textile Manufacturers 

Association, Inc. 

David 
Farm, 
For: 

Springer, 
Mocksville, 
Himself 

Attorney at Lav, The Point 
Nort h Carolina 27208 

David H. Permar, 
Few & Berry, P. o. 
Carolina 27602 

Eatch, Little, Bunn, Jones, 
BOlC 527, Raleigh, North 

Adrian F. Yakobitis, Attorney 
duPont de Nemours and Company, 
street, Wilmington, Delaware 19898 

at Lav, E. I. 
1001 Market 

For: Ea I. duPont de Nemours and Company 

Judith E. Kincaid, Attorney at Lav, P. o. Box 
2901, Durham, North Carolina 27705 
For: The North Carolina Public Interest 

Research Group 

Robert D. Byrd, Byrd, Byrd, Ervin & Blanton, 
Drawer 1269, Morgantcn,·North Carolina 28655 
For: Great Lakes Carbon corporation 
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The following four attorneys represented: 

The Conservation counc il cf North Carolina, Inc.; The 
Joseph L e  Conte Chapter cf the Sierra Club; The 
League of Women Voters of Horth Carolina, Inc.; The 
Carolina Environ■ental Study Group 

Tho•as E. Erwin, Attorney at Lav, P. o. Box 
928, Raleigh, North Carolina 27602 

l!c::Neill Saith, Attorney at Lav, Jefferson 
Building, Greensboro, North Carolina 27401 

Dennis P. ayers, Attorney at Lav, 305 Pirst 
Pederal Building, Raleigh, North Carolina 27601 

ttark E. Sullivan, Attorney at Lav, 205 Loft 
Lane, #48, Ra leigh, North Carolina 27609 

Robert 
General, 
General, 
P. O. Box 
Por: The 

P.  Gruber, Special Deputy 
and Jesse Brake, Associate 

Horth Caxclina Departaent of 
629, Raleigh, Nort h Carolina 
Using and Consu■ing Public 

Attorney 
Attorney 
Justice, 
27602 

Por The Nuclear Regulatory Commission Witnesses: 

Richard c. Browne, Attorney at Lav, u.s.

Nuclear Regulatory Coa■ission, 7920 Norfolk 
Avenue, Washington, t. c. 20555 

BY THE COtt"ISSION: !he 1575 Session of the General 
Asseably of North Carolina enacted S enate Bill 420 which 
provided, among other things, tha t the Coa■ission shall 
anal yze and estimate the probab le future growth in the use 
of electricity in North Carclina and the need for future 
generating capacity. This statute, which vas codified as 
G.S. 62-110. I (c), provides: 

"(tj The Comaission shall de,elop, publicize, and keep 
current an analysis of the long-range n eeds for expansion 
of facilities for the generatior. of electricity in North 
Carolina, including its esti■ate of the probable future 
growth of the use of electricity, the probable n eeded 
generating reserves, the extent, s ize, ■ix and general 
location of generating plants and arrangeaents for pooling 
power to the extent not regulated by the Pederal Power 
Coa■ission and other arrange■ents vith other utilities and 
energy suppliers to achieve ■aximua efficiencies for the 
benefit of the people of Herth Ca rolina, and shall 
consider such analysis in acting upon any petition by any 
utility for construction. In developing such analysis, 
the Com■ission shall confer and consult vith the public 
utilities in North Carolina, the utilities co■■issions or 
coaparable agencies of neighboring states, the Pederal 
Pover coa■ission, the Southern Grov�h Policies Board, and 
other agencies having relevant infor■ation and aay 
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participate as it deems useful in any joint boards 
investigating generating plant f.ites er the probable need 
for future generating facilities.. In addition to such 
reports as public utilities may be reguired by statute or 
rule of the Commission to file with the Commission, any 
suc h utility in North Carclina may submit to the 
commission its proposals as to the future needs for 
electricity to serve the pecple of the State or the aI:"ea 
served by such utility, and insofar as practicable, each 
such utility and the Attorney General may attend or be 
1:epresented at any formal ccnference conducted by the 
Commission in develcping a plan for the future 
requirements of electricity for North Carolina or this 
region. In the course of making the an alysis and 
deve loping the plan, the Commission shall conduct one oi; 
more public hearings. Each 1ear, the Commission shall 
submit to the Governor and to the appropriate committees 
of the General Assembly a repcrt of its ana lysis and plan, 
the progre ss to date in carrying out such plan, and the 
program of the Commission for the ensuing year in 
connection with such plan." 

In carrying out its responsibilities under Senate Bill 
420, the commission has engaged in a study of 18 months' 
dur at ion to develop an  indeFendent electric power demand 
forecast and generating capacity model for North Carolina 
and for the major electric ntilities providing public 
utility service in North Carolina. 

On October 27, 1976, .the Ccmmission issued its Order 
setting Hearing and Inviting Pai:ticipation in this docket. 
The Order provided t hat the tesu lts of the Commission's 
study be pr esented at a public bearing beginning on January 
I I, 1977, and that at this hearing, the Commission vould 
receive for consideraticn expert testimony from the electric 
utilities, private groups, and those individuals having a 
knowledge of electric demand forecast and electric 
generation. The Order further directed Carolina Power & 
Light Company, Duke Paver Company, and Virginia Electric and 
Pover Company to publish notic e cf the hearing in newspapers 
throughout the State foe four (4) con secutive weeks. 

The Commission received notice of intervention from the 
�ttorney General of North Carolina; the  intervention of the 
Attorney General was recognized by the Commission. The 
Commission also received petiticr1s of intervention from the 
following parties: Carolina Pc�er & Ligh t Company, Ra leigh, 

'North Carol.ina: Duke Paver Company, Charl.otte, North 
Carolinai Virginia Electric and Power Company, Richmond, 
Virginiai North Carolina Textile Manufacture rs Association, 
Inc., Charlotte, North Carolina: tavid Springer, Mocksville, 
North Carolinai North Carolina Oil Jobbers Association, 
Raleigh, North Carolina; North Carolina Pµblic Interest 
Research Group, Inc., Durham, Herth Carolina; League of 
Women Vote rs of North Carolina, Inc., Raleigh, North 
Carolina; Conservation Council .cf North Carolina, Inc., 
Raleigh, North Carolina; the Joseph Leconte C!iapter of The 
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Sie rra Club, Columbia, South Carolina; Carolina 
Environmental Study GrouF, Inc., Charlotte, North Carolina: 
E. I. d uPon t de Nemours & Co., Inc., Wilmington, Delaware; 
and Gr eat Lakes Carbon Corporaticr,, N ev York, Nev York. The 
Commission gr anted all of the petitions for intervention and 
mad e  the parties thereto a party o f  record in this 
proceeding. 

The matte r came on for hearing as scheduled on January I I, 
1977. The Commission Staff presented the t estimony and 
exhibits of the follcving witnesses: William F. Irish, 
Staff Econo mist, vho testified on the methodology and 
procedures used in the forecast, the comme rcial KWH sales 
forecast, the industrial KiH sales noneconometric forecast, 
and the peak load forecast for CP&L and Duke; Thomas H. 
Kiltie, Staff Economist, 11bo testified on the Staff's 1986 
forecast of residential electrici ty sales for Carolina Power 
6 Light company and Duke Pover Company; Edwin A. Rosenberg , 
staff Economist, who testified en the econometric estimation 
of the industrial usage of electricityi A lton Skinner, III, 
Assistant State Planning Officer for Research, North 
Carolina Department of Administration, who testified in 
support of the forecast procedures and methodologies used in 
the long-range forecast of state economic activityi N. 
Edvard Tucke r, Staff Engineer in the Electric section, vho 
testified on the future price of electricity and the 
historical load factors of certait custome r classifications; 
Dr. Robert M. Spann, Associate Erofessor of Economics at the 
Virginia Polytechnic Institute and a p rincipal of the 
Washingto n, D. C., consulting firm I.C.F., Inc .. , who 
testified on the Staff's load and energy forecast presented 
at the hear ingi Dennis J. Nightingale, Staff Engineer i n  the 
Elactric Section, who testified on the size and mix of 
future generating capacity fer adequate and reliable 
electric service in North Carolina: Dr. Martin L .. Baughman, 
Professor of Electrical Engineeting at the University of 
TelCas at Austin, and the President of southwest Energy 
-'ssociate s, In c., and Dil ip F. Kamat , consultant for 
southwest Energy Associates, Inc., both of vhom t estified on 
the necessary and most eff icient electric generation 
capacity additions to meet forecasted electric loads; Dr. 
Thomas s .. Elleman, Professor and Head of the Nuclear 
Engineering Department a t  North Carolina State University, 
who �esti fied on alternative energy sources and nuclear 
reactor safety; David H. Mattin, Associate Professor of 
Physics at North Carolina State University, who t estified on 
alternative energy sources and nuclear reactor safety 
prcb le ms. 

Duke Power Company presented the testimony of Franz W. 
Beyer, Vice President - system Planning, who testified on 
Duke's probable needed electric generating reserves, 
addit ional generating capacity, and the estimated size, mix 
and location of future genexating capacity: David Rea, 
Mana ger of Forecasting and Budgets, who testified on Duke's 
system peak load and sales fotecast and Donald H .. Denton, 
Jr., Vice President - Karketing, who described Duke's load 
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management program and its impact on future generating 
reguirements. 

Carolina Paver & Light company offered the testimony of 
Wilson w. Hot"gan, Manager - System Planning and Coordination 
Department, vho testified on CE&L 1 s energy sales and peak 
demand forecast through 1988 and the methodology used to 
dev elop these forecasts. 

Virginia Electric and Paver Ccapany offered the testimony 
of c. K. Stalling s, Vice President of Power Supply and 
Production Operations, who testified on Vepco's methods of 
forecast ing demand and energy reguirements, and the plannin g 
of nev generation for the Vepco system. 

The following witnesses testified ·on behalf of vatious 
governmental agencies; Dr. David Boss, southern Interstate 
Nuclear Board, who testifi ed on the availability of fuels, 
including natural gas: Bertert leinroth, Assistant Director 
for Technology, Reactor Development Division, Energy 
Research and Development Administration, vho testified on 
the deve1opment cf the 1iguid metal coo1ed fast breeder 
reactor; Victor St ello, Jr., Di rector of the Division of 
Operat ing Reactors, Office of Nuclear Beactor Regulation, 
U •. S. Nuclear Regul atory Commission, who testified on the 
Commission's functions and program s in the regulation of 
dom9stic commercial nuclear povet teactors. 

The League of women voters of North Carolina, Inc., the 
Conservation Council of North Caro1ina, 1nc., The Sierra 
Club, an d The C arolina Envitonmental Study Group, Inc., 
presented the testimony and exhibit s of senator HcNeill 
Smith , Guilford coun ty, vho urged the commission that 
con servation be used as a factcr to reduce growth of 
elect ricity demand; Professor Jerome Kohl, Nuclear 
Engineering Extension specialist fox: Nox:th Carolina State 
University, who offered comments on the forecast of the 
Commission Staff; Dr. !tiles Oakley Bidwell, Assist ant 
Professor of Economics, iake Forest University, who 
testified on an  econometric analysis of electricity demand 
in  the Duke Power ax:ea; and Jesse L. Riley, a Senior 
Research Associate in the Research and Development 
Department of Celanese Fibers Company, who testified on a 
crit ique of various forecasting methodologies and desciibed 
a new methodology and the results and the applicability of 
that methodology to future genetating mix. 

The Att orney General of Nox:tb Carolina offered the 
testimony of Dr. Irvin c. Eupp, Lecturer on Business 
Administration in the Graduate School of Business 
Administration, Harvard University, who testified on his 
review of the various prefiled testimony and exhibits of 
this px:oceeding. 

The following public 
testimony: Dr. Joseph H. 
the University of North 

witnesses appeared and of fered 
Straley, Professor of Physics at 

Carclina at Chapel Hill; Harley 
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Schlanger; Brad Stewart; and er. Gerald neisner, Professor 
of Physics, University of North Carolina at Greensboro. 

Based upon the testimony and exhibits presented at the 
hearing in this docket, and the information set forth in the 
files and records of the commissicn, the Commission presents 
its Report Qf .Afil!lysis and Pl.fill� Fu ture Requirements for 
Electricity Service tc North Carolina. The major points 
cont ained in this Plan are set forth below. 

ANALYSIS AND ES!IHATES 

( I) Duke "over Company and Carclina Paver & Light Company
provide 95� of the electricity generation utilized in North 
Carolina. Virginia Electric and Eower Company and Nantahala 
Power and Light Company supply substantially all of the 
remaining 5% of electricity generation. Virginia Electric 
and Power Company and Nantahala Fewer and Light company do 
not plan additional generating fac ilities in North Carolina 
in the foreseeable future. rhe major thrust of the 
Commission's plan is directed to the service areas of 
Carolina Pover & Light Ccmpany and Duke Paver company. 

(2) Tbe public policy of the State of North Carolina is 
to encourage the growth of additional industry in this State 
in order to provide jobs fc:r, and to rais e the living 
standards of, the state's pci:ulation. The Commission's 
objective, among other things, is to encourage the growth of 
industry that improves the utilities' load factor. The 
Commission therefore looks with favor on promotional efforts 
to attract those industries that can thrive on interruptible 
rat es. 

(3) The historical rate of growth in the peak load of
Carolina Power & Light Company for the years 1965-1975 vas 
10. !% annually. The mcst prob able future rate of growth in 
the peak l.oad of Carolina Power & Light Company for the 
year s (976-1986 is 6.8% annual.ly; the most probable 
expectation of the 1986 peak load for Carolina Pover & Light 
Company is 9,950 Kv. The 1ost probable future rate of 
growt h in the peak load of CP&l fer the years 1986-1990 is 
6.8%; the most probable expectation of the 1990 peak load 
for CP&L is 12,960 Mv. 

(4) The historical rate of growth in the peak load of 
Duke Paver Company for the years 1965-1975 vas 8.7%. The 
most probable future rate of growth in the peak lead of Duke 
Paver Company for the years 1976-1986 is 6.9i annually. The 
most probable expectation of the (986 peak load for Duke is 
16,750 Mv. The most probable future rate of growth in the 
peak load of Duke for the years 1986-1990 is 6.6� annu ally; 
the most probable expectation of the 1990 peak load for Doke 
is 21,630 Mv. 

(5) The 
Duke, CP&L, 
tha n 2oi in 

most probable needed 
and Vepco a r e  1s-2oi in 
the winter. 

genera ting reserves for 
the summer and no less. 
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(6) The most economical and efficient generating mix for
CP&L and Duke for the years 1977-1990 consists of 1/2 base 
gen era ting capacity, J/3 intermediate generating capacity, 
and (/6 peak generating capacit:y. 

(7) The most economical type of tase load capacity, for 
CP&L and Duke in most cases, is nuclear fueled generation: 
and the projected benefits to be derived from the 
development and operation of nuclear paver outweigh any 
associated risks. 

(8) Nev generating facilities should be located on sites
near load centers or major transmission facilities which 
have ample vater a_vailable fer cooling .. With respect to 
most facilities coming into service in North Carolina durin g 
the next 10-15 years, site licensing and preparation has 
already begun and may preclude economical reloca tion of the 
facilities. 

(9) Th e Commission, through its St aff, routinely 
considers r egional interchange cf power •and power pooling 
arrang ements through its participation in the Southeastern 
Electric Reliability council and the Virginia-Carolinas 
subregion planning efforts. 

(10) Conservation can and must play an important part in 
future energy strategies of North Carolina. The forecast 
adopted by the commission embodies consecvation efforts that 
h av e  occurred· tc date as a result cf increased energy 
prices. Continued and increasing conservation efforts 
provided by additional special incentives or governm ental 
policy could result in lover electric al paver requirements 
than curr ently forecasted for tbe future. The Commission 
encourages maximum conservation efforts and is currently 
considering numerous conservation strategies in Docket No. 
E-100, Sub2J.

(11) The forecast of future electrical power demands, the
generation reserve requirements, and the types of capacity, 
including economic and safety considerations, vill be 
revieved by the Commission on ac annual basis in order to 
ad equately incor po rate changing conditions in the future. 

The Commission adopts 
rut� Beguirements fQ£
Carolina in compliance 
62-JJ0.J.

CONCLUSION 

its Bg.E.Q�! Qf Analysi§ and fil&!!,: 
Electricity Service to North 

with the mandate set forth in G.s. 

IT IS, THEREFORE,
A·na!Y§!§ and flen: 

ORCEREI that the attached ReB,Qg of 
Kut]xg Resuirements for Electricity 

£3!.£oli� tE, and the same is hereby, 
of the Co■IIission. 

Service to North 
a'dopted aSthePia'n 

ISSUED BY ORDER OF 'IHE COHHISSION. 
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This the 16th day of February, 1977. 

NORTH CAFOLINA UTILITIES COMMISSION 
(SEAL) Katherine H. Peele, Chief Clerk 

DOCKEt NO. E-100, SUB 25 

BEFORE THE NORTH CAROLINA UTILITllS COHHISSION 

In the Hatter of 
Electric Utility Demonstration Froject:) ORDER AUTHORIZING 
Impl ementat ion of Experimental Tiue-of-) I�PlEHENTATlON OF 
Day Rates for Carolina Paver & light ) EXPERIMENTAL TIHE-
Company and Blue Ridge Electric ) OF-DAY ELECTRICITI 
H embership ccrporation ) RATES 

HEARD IN: 

BEFORE: 

APPEARANCES: 

Watauga 
Carolina, 
p. ma

county Ccurtbouse, Boone, North 
on Jone I, 1.977 at 9:30 a.m. and 2:00 

Commissioner Barbata A. Simpson, Presiding, and 
Commissioners W. tester Teal, Jr., Robert K. 
Koger, Sarah Lindsay Tate, and Leigh H. Hammond 

For the Applicant: 

Te d G. west, West, Groome, Tuttle & Thomas, 
P.O. Drawer 818, Lencir, North Carolina 28645 

Por the commission Staff: 

Antoinette R. Wike, Associate Commission 
Attorney, North Ca�clina Utilities Commission, 
P. o. Eox 991, Raleigh, North Carolina 27602

BY THE COMMISSION: In 1975 the Nor th Carolina General 
Assembly enacted Senate Bill 420 entitled "An Act to 
Establish an Expansion Pol icy for Electr ic Utility Plant in 
North Carolina, To Promote Greater Efficiency in the Use of 
All Existing Plants, a nd to Bedoc e Elec t ricity Costs by 
Requiring Greater conse rvation of Electricity". 

The statute provides in relevant part: 

11 The Commission shall study the feasibility of and, if 
found to be practicable, just and reasonable, make plans 
for the public utilities to till customers by a syste11. of 
nondiscriminatory peak pric ing, 1i1ith incentive rates for 
off-peak use of electricity charging more for peak period 
than for off-peak  periods to xeflect the higher cost of 
providing electric service during periods of peak demand 
on the utility system. No crder regarding such rates 
shall be issued by the commission without a prior public 
hearing, whether in a single electric utility company rate 
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case or in general orders relat ing to tvo or more or all 
electric utilities .. 11 

Pu1:suant to the mandate of the General Assembly, the 
Commission applied to the Federal Energy Administration, 
Washington, D. c., far a grant to fund an electric utility 
peak-load· pricing demonstration project. On July 23, (976, 
the Federal Energy Administration avarded the Commission 
$532,592 in order to iuplement the peak-load pricing 
project. The two North Carolina electric utilities selected 
for participation in this froject are Carolina Paver and 
Light company (CP&l) and Blue Bidge Membership corporation 
(BREHC). Two researcb fir Gs, the Research Triangle 

Institute (RTI) and ICF, Ii:c., have been hired as 
consul tan ts to the project. 

On March I q r I 977 r C. E. Vi veretter Executive Vice 
President of Blue Ridger filed •ith the Commission proposed 
experimental time-of-day rates approved by the Board of 
Directors of BREHC on February 26r 1977 for the BREMC 
portion of the electricity demonstration project. 

Petition to Intervene in this matter vas filed on Harch 
18, 1977 by the North Carclina Oil Jobbers Association. By 
order issued March 22, 1977 the commission allowed the 
Intervention. 

By order issued ftarch 25 r 1977', the Commission set the 
BREMC experimental rates for inves-tigation and hearing to be 
held on June I, 1977r for the purpose of reviewing the 
proposed rates and rendering an aEpropriate decision on the 
rates prior to their scheduled i■pJ.ementation in the fall of 
I 977. 

At the hearing, the Co■uission Staff presented the 
testimony and exhibits of the following witnesses: Tayler 
H. Bingham, an economist at the Research Triangle Institute
and project leader for RTI on the BBEHC electric utility
demonstration project; Allen K. Miedema, Manager, Economics
Departmentr Energy and Envircn■ental Research Division,
Research Triangle Institute; s. B. White, senior 
Statistician, Statistics Research Group r Research Triangle 
Institute; Robert H. Span11, Associa te Professor of 
Economics, Virginia Polytechnic Institute, and a principal 
of t he Washington, D. c. consulting firm ICP, Inc.; and 
Dennis W. Goinsr Commission Staff Econo■ist, Operations 
Analysis sec tion, Engineering Eivision.. BBE!'IC presented t_he 
testimony of Cec il E .. Viverette, Executive Vice President 
and Grant B. Ayers, Jr., staff engineer. Four public 
witnesses, customer-members cf EREftC, testified at the 
hearing in support of the �reposed experiment: Luanne 
Hampton, Edvard Long, Donald Ingle, and Linda Lonon. 

Upon consideration of the evidence adduced at the hearing, 
and the entire record in this 1atter, the Commission makes 
the following 
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FINDINGS CF FACT 

1. That the North Carolina Electric Utility 
De111.onstration Project i s  a cooperative undertaking by and 
between the State of North Carolina and the Federal Energy 
Administration subject to the teras and cond it ions of PEA 
Con tract No. CA-04-60643-00. 

2. That Blue Ridge Electric Hembership corporation is a
public utility subject to tbe jurisdiction of this 
Commission for purposes of compelling efficient ser vice and 
prohibiting u nreascnable discrinirati on under G.S. 62-42 and 
I 40. 

3. That the pur pose of the above-named_ project is as
follows: 

a. To analyze the impacts of time-differentiated
electricity pricing on the temporal pattern of
KW and KWH de1atid for electricity among
resident ial customers; and

b. To develcp preliminary evaluations of the
effects of time-differentiated electric rates
on the costs and tenefits of electricity 
production and use in North Ca rolina and on 
potential changes in future expenditures on 
electricity genera ti en and distr ibution 
facilities. 

4. That participants in the project vill be 200 
hou seholds selected from a randcm sample, stratified on the 
basis of geograph·ic location and previous level of energy 
consumption, of all households in BREMC's service area vith 
active residential accounts. 

5. That implementation of the experimen t will begin with
the installation of magnetic tafe recordi ng me ters by the 
middle of July 1977 and the assignment of experimental rates 
effective in October 1977. 

6. That the experimental r ate schedule proposed for use
in the E!B.El'IC demonstr·ation project was developed by the 
Commission Staff and its consultact, ICF, Inc., and is based 
en long run incremental costs (LRIC). 

7. That any fuel cost adjustment or
rate for power purchased froa EREHC's 
reflected in an increase or decrease 
revenue basis on all power sold urder the 
schedule. 

change in the base 
suppli er vill be 
on a percenta ge of 
experimental rate 

8. That the bill of the residential custom er with 
avecage KWH usage and consum{-ticn patterns wi ll be 
approximately the same under tl:e experimental rate schedule 
as it is under the existing BREMC rate. 
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9. That the time-differentiated rates proposed for use 
in this experiment offer to participants the opportunity to 
achieve an immediate reducticn in the amount of their 
electric bills. 

10. That the proi;osed rates have been approved b:y the 
Board of Directors cf BREKC for u�e in this experiment. 

Yhereupon, the Co�mission reaches the following 

CONCLUSICNS 

The Elec tric Utility Demonstr2tion Project, which is the 
subject of this i:rcceeding, is Clle cf a series of actions 
taken by the State of North Carolina through the Utilities 
Co mmission to study and analy2e the feasibility and 
practicality of non-discrimina tcry peak-l.oad pricing of 
electricity. While the commission's investigaton into peak
load pricing in Docket No. E-100, Sub 21, indicates that 
time-differentiated rates may be a means of more closely 
relating elec tricity prices to costs, of encouraging 
temporal shifts in electricitj usage, and of deferring 
necessary increases in  generating facilities, the actual 
effects of tine-differentiated rates on electricity 
c onsum ption are still largely unknown. The Commission, 
therefore, is of the opinion that this demonstration project 
is essential tc any fur ther investigation into alternative 
rate forms f or statewide implementation in North Carolina. 

Having reviewed the Project Master Plan and Quarterly 
Report filed vith the Federal Energy Administration 1.n 
connection with this project, tbe Commission concludes that 
the experimental design is theoretically sound and is 
consistent with powers and duties of t he Commission. The 
implementation of the experimental rates fulf ills tvo valid 
legislative purFoses: (a) the experime ntal rates vill 
enable the Commissi on to fix just and reasonable rates, as 
it is required tc do  under Chapter 62 of the General 
Statutes; and (b) the experimental rates vill enable the 
Commission to carry out the mandate of Senate Bill 420 to 
study peak-loa d pricing. 

In order to accomplish the goal of obtaining valid 
projections of the potential effects of time-differentiated 
rates, the 200 households participating in the experiment 
must be representative of those throughout BREHC 1 s service 
area. Thus, the necessity fer mandatory participation in 
this experiment is clear; otherwise, the information 
o btain ed would be so biased as to be inapplicable on a
larger scale. The customers who will te assigned on e of the
experimental rates will be choEen en the ba sis of stratified
random sampling procedures developed and conducted by
professional statisticians. Ncreover, the experimental
rates have been designed so that the average customer's
el€ctric bill will not cha nge under the experimental rate.
Each customer will, however, have the opportunity to reduce
his bill by controlling bis own us age of electricity. The
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Commission therefor e concludes that the rates approved for 
usa in the experiment are just, reasonable and 
nondiscriminatory and are consistent with the provisio n of 
adequate and sufficient service. 

IT IS, THEREFORE, OBDEBED as fcllcvs: 

1. That Blue Ridge Electric Membership Corporation, the 
Commission Staff, and their consultants, are hereby 
authori-zed to implement time-differentiated electric rates 
as part of the North Carolina Electric Utility Demonstration 
Project proposed herein. 

2. That the schedule of :rates approved for use in this 
project shall be as set forth in Appendix I attached hereto 
and deemed filed wi th the Commis sion pursuant to G.S. 62-
1 38. 

3. That said rate schedule shall be adjusted to reflect
changes in BREHC's base rate for purchased power, inc luding 
the fuel adjustment charge, during the experiment. 

4. That said rate sche dule shall remain i n  effect on a 
mandatory basis (as to the participating households} for a 
(2-month period beginning with hills rendered in October 
1977. 

ISSUED BY ORDER OF TBE COHftlSSION. 
This 6th day of June, 1977. 

NORTH CA80LINA UTILITIES COMMISSION 
(SEAL) KatherinE H. Peele, Chief Clerk 

NOTE: For Appendix I, see official O rder in the Office of 
the Chief Clerk. 

DOCKE'I NO. E-1OO, SUB-25 

BEFORE THE NORTH CAROLINA UTILITI1:S COHIHSSION

In the Hatter of 
Electric Utility Demonstration Project: ) ORDER AUTHORIZING 
Implementation of Experimental Tine-of-) Il'!PLEHENTATION OF 
Day Rates for Caro lina Power & 1ight ) EXPERIMENTAL 
Company and Blue Ri dge Electric ) TH1E-OF-DAY 
t1 ember ship Corporat ion ) ELECTRICITY RATES 

HE�RD IN: 

BEFORE: 

Commi ssion Hearing Ream, Ruffin Building, One 
West Morgan street, Ealeigh, North Carolina on 
Hay 3 and q, 1977 at 9:30 a .. m. and 2:00 p.m. 

Chairnan Tenney I. D eane, Jr., Presiding; and 
Commissio ner s Ben E. Boney, Barbara A. Simpson, 
and w. Lester Teal, Jr. 
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APPEARANCES: 

For the Applicant: 

Richard E. 
Company, P. 
Carol.ina 

Jones, Carolina 
o. Box (551, 

For the Intervenors: 

Paver and Light 
Raleigh, North 

David 8. Permar, Batch, �ittle, Bunn, P. o. Box 
527, Raleigh, Horth Carolin a 

For the Using and censusing Public: 

Robert P. Gruber, �- c. Attorney General's 
Office, P. O. Box 629, Raleigh, Horth Carolina 

For the Commission staff: 

Edvard B. Hipp, Commission Attorney, and 
Antoin ette R. Wike, Associate commission 
A tt orney, Nort h Carolina Utilities Commission, 
P. o. Box 991, Raleigh, North Carolina 27602

BY THE COMHISSION: In 1915 the North Carolina General 
Assembly enacted Senate Bi11 420 entitled "An Act to 
Establish an Expansion Policy for Electric utility Pla nt in 
North Carolina, To Promote Greatec Efficiency in the Use of 
All Existing Plants, and tc Reduce Electricity Costs by 
Requiring Greater Conservation of Electricity". 

The statute provides in rel evant part: 

"The Commission shall stud:p the feasibility of and, if 
found to be practicable, just and reasonable, make plans 
for the public utilities to bill customers by a system of' 

·oondiscri11inatory ·peak pricing, with incentive rates ·for
off-peak use of electricity charging more for peak period
than for off-peak periods to teflect the higher cost of
providing electric service during periods of peak demand
on the utility system .. No crd.er regarding such rates
shall be issued by the Commission without a prior public
hearing, whether in a single electric utility company r ate
case or in general orders relating to tvo or more or all
electric utilities."

Pursuant to the mandate of the General Assembly, the
Commission applied to the Federal Energy Administration, 
Washington, D.C .. , for a grant to fund an electric utility 
peak-load pricing demonstration project. On July 23, 1976, 
the Federal Energy Administration awarded the Commission 
$532,592 in order to iuplement the peak-load pricing 
project. The tvo North Carolina electric utilit ies selected 
for participation in this froject are Carolina Power and 
Light Company (CP&L) and Blue Ridge Electric Membership 
corporation (BREl1.C).. Tvc research firms, the Research 
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2. That Carolina Power and Light Company is a
utility under the jurisdiction of this Commission and 
participant in the abcve-named Froject. 

public 
is a 

3. That the purpose cf the Frcjec t is as follows:

a. To analyze the iapacts of time-differentiated 
electricity pricing en the temporal pattern of
KA and ·KiH deaand for electricity among
residential customers; and

b. To develcp preliminat'y evaluations of the
effects cf time-differentiated electric rates 
on the costs and l::enefits of electricity 
pro duc tion and use in North Carolina and on 
potential changes in future expen ditures on 
electricity genera ti en and distribution 
facilities. 

4. That particiFants in the project will be 600 
households selected from random sample, stratified on the 
basis of geographic location and previous level of energy 
consumption, of all households in CP&L's service are a  with 
active residential accounts. 

5. That implementation of the experiment i'ill be in two
waves: 

a. The 300 customers whose recording meters vi.11
be installed by the end of July 1977 vill be
ass igned to e:rperine ntal ra tes effective foe

.�sage beginning in the fall and continuing
through March 1979.

b. The 150 ·or 300 cust omers (depending upon
availability of meters) whose recording mete rs
will be installed betwe en October and DecembeI:
1977 will he assigned to experimental rates
effective in late �inter 1978 and continuing
through March 1919.

6. That the experimental rate schedule proposed for use
in the CP&L demonstration prcject consists of fourteen 
rates: two of the rates (TS and TIO) vere developed by the 
commission Staff and its consultant, ICF, Inc., and are 
based on long run increlltental costs; one of the rates (T 11) 
vas developed by CP&L and is based on average embedded 
costs; two of the rates (Tl2 and 113) are identical to rates 
TIO and TII except that each participat ing household will be 
provided a demand lim iting load management device for use 
during the experiment; rate TIQ, the control rate, is the 
unified residential rate schedule propo�ed by CP&L in its 
pending rate case; the remaining eight rates vere developed 
from variations of rate TS. customers vho have been 
assigned rates T5 and T !'I vill be all owed to remain on those 
rates after the experiment is completed; customers who have 
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Triangle Institute (R'll) and :ICF, .Inc., have been hired as 
consultant s to the project. 

On March 4, I 977, both Carolina Power & Light Company and 
the Commission Staff, in association with the consulting 
firms, filed with the Commission their proposed experimental 
time-of-day rates for the CP&L FCrtion of the electricity 
demonstration project. 

By order issued March 8, 1977, the Commission set the CP&L 
experimental rates for investigation and hearing to be held 
on March 29, (977, for the purpose of reviewing the proposed 
rat es and rendering an appropriate decision on the rates 
prior to their scheduled implementation in the fall of 1977._ 

Petitions to Intervene in this matter vere filed on rtarch 
J 8, 1977 by the North Carolina Oil Jobbers Associa-tion and 
by David H. Parmar. These Petitioners also filed a Motion 
to Dismiss or in the Alternative for continua nce. By order 
issued Harch 22, 1977 the Commission allowed the 
Interventions of David H. Permar ana the North Carolina Oil 
Jobbers Association aDd continued the hearing on the CP&L 
experime ntal rates to May 3, 19l7. 

At the hearing, the Commission staff presented the 
test imony and exhibits cf the fcllo�ing witnesses: Allen K. 
Mi edema, l'lanager, Economics Dep artment, Energy and 
Environmental Research Division, Research Triangle 
Institute; s. e. White, senior Statistician, statistics 
Research Group, Research Tr iangle Institute; Robert �. 
Spann, Associate Professor of Economics, Virginia 
Polytechnic Institute, and a principal of the Washington, 
D.C. consulting firm ICF, Inc.; rennis w. Goins, Commission 
Staff Economist, Operations Analysis Section, EngineeriD;g 
Division, and N. Edvard Tucker, commission Staf f Engineer, 
Electric section, Engineering tivision. CP&L presented the 
testimony and exhibits of James H. Davis, Manager of Rates 
and service Practices for Carolina Paver and Light Company. 
Tvo public vi tnesses testified at the hearing: William 
Phelps, r epresenting the Farm Eureau Federation, and· Joseph 
Reanckens. 

Intervenors David H. Permar, the N. c. Oil Jobbers
Association and the Attorn ey General offered no witnesses. 

Upon consideration of the evidence adduced at the hearing, 
and�the entire record in this satter, the Commission makes 
the following 

FINDINGS OF FACT 

1. That the North cai:olina El.ectric Utility 
Demonstration Project is a cooperative undertaking by and 
between the State of Horth Carolina �nd the Federal Energy 
Administration subject to the terns and condition� of FEA 
Contract No . CA-04-60643-00. 
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been assi gned rates TI-TlJ and T6-T9 will be allowed to shift 
to r ate T-5 after the experiment is c ompleted .. 

7. That each of the pro posed rates vil.l be adjusted to
reflect any increases or decreases in CP&L1s basic rates
during the experiment and that separate fuel adjustment 
factors will be use d for each rating period so that the 
cost-based p ricing differentials �ill b e  preserved .. 

8. That each of the proposed rates contains a revenue
adjustment such that th e average customer's bil.l will be the 
same under the experimental rate a s  it is under the existing 
CP&L rate. 

9. That the time-differentiated rates proposed for use
in this exp eriment offer to participa nts the opportunity to 
achieve an immediate reduction in the amount of their 
electric bills .. 

Whereupon, the Commission reaches the following 

CONCLUSlONS 

The Electric Ut ility Demonstration Project, which is the 
subject of this proceeding, is one of a series of actions 
t aken by the State of North carc1ina through the Utilities 
Commi ssion to study and analyze the feasibility and 
practicality of nondiscriminatcry peak-load pricing of 
electricity. While the ComEission•s investigation into 
peak-load pricing in Docket No. E-100, sub 21, indicates 
that time-differentiated rates 11ay be a means of more 
clos ely relating electricity pt ices to costs, of encour aging 
temporal shifts in electricity usage, and of deferring 
n ecessary increases in ge nerating facilities, the actual 
effects of time -differentiated r ates on electricity 
consumption are still largely unknown. The Commission, 
therefore, is of the opinion that this demonstrati on project 
is e ssenti al to any further investigation into alternative 
rate forms for statewide implementation in North Carolina. 

Having rev iew ed the Project Haster Plan and Quarterly 
Report filed with the Federal Energy Administr ation in 
connection with this project, the Commi ssi on concludes that 
the experimental design is theoretically sound and is 
consistent with pcwers and duties of the Commi ssion. The 
implementation of the experimental rates fulfills tvo valid 
legislative purpo ses: (a) the experimental rates will 
enable the Ccmmissicn to fix just and reasonable r ates, as 
it is required to do under Ch apter 62 of the General 
Statutes; and (b) the experimental rates will enable the 
Commission to carry out the naDdate of Senate Bill 420 to 
study peak-load pricing. 

In orde r to accomplish the goal of obtaining valid 
projections of the FOtentia1 effects of time-differentiated 
rates, the 600 house holds participating in the exper iment 
must be representative of those throughout CP&L's service 
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a rea. Thus, the n ecessity for .mandatory participation in 
t his experiment is clea r; c:tber11ise, the information 
obtained vould be so biased as to be inapplicable on a 
larger scale •. The custcmers vbo will be assigned one of the 
experimental rates will be chosen on the basis of stratified 
random sampling procedures developed and conducted by 
professional statisticians. Moreover, the experimental 
rat es haVe be en designed so that the ave rage customer's 
electric bill will not change under the experimental rate. 
Each customer vill, however, ha�e the opportunity to re duce 
his �ill by controlling his 011n usage of electricity. The 
commission therefore c oncludes that the rates approv ed for 
use in the experiment are just, reasonable and 
nondiscrimi na to Ly. 

IT IS, THEREFORE, OBDEBED as fellows: 

1. That Car olina Pover and Light Co11pany, the Commission
Staff, and their consul tan ts, are herel:ly aut horized to 
implement time-differentiated electric rates as part of the 
North Car olina Electric Utility Demonstration Project 
effective as follovs: 

a. First w ave (300 customers)

service rendered on and after October 27, 1977
(bills rendeced on and after December I, 1977)

b. second vave ( 150 or 300 customers)

service rendered on and after February 24, (978
(bills rendered on and after April I, i 918)

2. That the schedule of rates approved for us e in this
project shall be as set forth in Appendix I attached hereto 
and further that CP&L shall file tariffs in accordance with 
Appendix I within 10 days of the date of this order. 

3. That said rate schedule shall be adjusted to reflect
changes in CP&L1s level of rates, including the fuel· 
adjustment charge, during the eXEeriment. 

4. That said rate schedule shall remain in effect on a
mandatory basi s (as to the p articip at ing househol_as) through 
bills renaered in Hay of 1979 ana •shall 1:enain in effect 
thereafter on an optional basis in accoraance with the terms 
and condi tions provided there in. 

ISSUED BY ORDER OF THE COMMISSION. 
This 6th day of June, 1977. 

NORTH CHOLINA UTILITIES COMMISSION 
(SEAL) Katherine H. Peele, Chief Clerk 

NOTE: For Appendix 11 I11 see the official order in the Office 
of the Chief Clerk. 
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DOCKET NO. E-fOO, SUB 27 

BEFORE THE NORTH CAROLINA UTIL:ITIES C0[1!'!.ISSION 

In the Matter of 
Procedure to be Followed in the ) 
Determinati on of Rate for Computing ) 
the Allowance For Funds Used Dating ) 
Construction (AFODC) ) 

ORDER ADOPTING 
RULE FOR 
CALCULATION 
OF AFUDC 

4 I 

The Commission has before it for consideration an 
amendment to the Federal Paver Commission•s uniform system 
of Acccunts fer Licenses. This awendment as approved by the 
Federal Power Commission (FPC) in tocket RM75 - 27 by Order 
issued on February 2, f 977 sets forth the method which the 
FPC has approved for determining the rate to be use d in 
calculating the allowance for funds used during 
construction. 

The North Ca rolina Utilities Commission (NCUC) Staff has 
presented testimony in the last two Duke and CP&L rate cases 
concerning the need fer establishment of a uniform method of 
determini ng the rate used to capitalize AFODC. In 
determining the AFUDC rate the Staff recommended that the 
following factors be considered: 

( I) The same capital components used in the fixing of 
rates should be used in calculating the AFUDC rate. 

(2) Short term debt is net considered in the fixing of
rates and should be assi gned 100, tc construction work in 
progress. 

(3) The cost rates should be calculated the same way they
are calculated in the fixing of rates . 

(4) The inte re st comp onent should be net of income taxes 
since income taxes fo r rate-making purposes are increased by 
the tax effects cf interest capitalized per books but 
deducted currently for tax purposes. 

(5) Allowance for funds used during construction is a
proper cost of construction a nd should be compounded. 

(6) The FPC had a rule making before it which if adopted 
would prescribe a formu la method for calculating the AFODC 
rate. 

The commission state d at Pa ge 35 of its Order in E-7, Sub 
161 and f7J: 

{I) 11 The purpose of permitting capitali'Zati on of an 
allowance for funds used during construction is to pr ovide 
the company with an opportunity to include as a cost of 
plant the cost of fun ds us ed tc build pla nt today -for future 
c us tome rs. 11 
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(2) 11 Therefore, it seems that the basic objective of 
AFUDC is to en able a company to construct new facilities 
without causing significant or adverse effects on its 
earnings from utility operations." 

(3) The calculation of the AFUDC rate should conform to 
rate-making pr actices so that the company will be permitted 
to earn on its total �ility opecations including its
construction pcogram at the approximate leve.l permitted in 
the r ate case. 

(4) "The Commission further concludes that vhen the APUDC
rate used conforms to the rate-making process by including 
the a ppropriat ely weighted ewbedded cost of long term debt 
and preferred stock, the appropriate amou nt of short ter m 
debt, cost-free funds at zerc cost, and a fair return on 
common equity that it will be proper to compound the amount 
of capitalized funds on an a nnual basis. 

(5) 11That the Commission will review the APUDC rate which 
results from any.formula prescribed by the FPC prior to use 
of that formu la by the company tc calculate the AFUDC rate." 

With the above criteria ill mind the Commission has 
carefully reviewed the formula cont aine d in Order 561 issued 
on February 2, t 977 in Dccket No. Rm 75-27. We conclude 
that the method approved by the FPC is a substa ntial step 
toward development of a uniform method of calculating the 
AFUDC rat e. Further we consider the assignment of the 
interest capitalized to the interest section of the Income 
stat ement to be a significant inprc�ment in the reporting 
process. This chan ge in re porting will result in the 
interest component cf AFUDC being shown as a separate line 
item in the income statement. 

The commission further concludes that application of the 
formula as approved if strictly interpreted would not be 
proper for the electric companies in Nort h Carolina. our 
scrutiny of the formula indicates seve ral problems. In 
orde r to avoid future ttisund erstandings the commission will 
comment on each of these problems. 

(I) No specific prcv1.s.1.on is made for calculating the
interes t component net cf income taxe s. It is clear from 
Page 6 of its narrative discussion the FPC would permit use 
of a r ate for the interest compcnent which is net of Feder al 
and State income taxes. However, in neither the ordering 
paragraphs or in the prescribed fcrmula does the FPC set 
forth how the interest.component of the rate net of Federal 
and state income taxes is to be calculated. 

The Com mission has pre�iously ex clude d from the fixing of 
rates all cost a ssociated with construction vcrk in progress 
including the reduction in cu:rrent income taxes due to 
interest deducted currently for Federal and State tax 
purposes but capitalized on the company's books. The 
Commission concludes that eithet: a ra te net of income taxes 
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or a rate before income taxes (gross rate} may be used for 
the interest component of AFUDC. If a gross rate is used, 
Account 283, Deferred Income iaxes - Other; Account 410, 
Provision for Deferred Income Taxes; and Account 41 I, Income 
Taxes Defet"red in Prior Yeai:s Credit shall be used to 
t"eco rd the income tax effects of interest capitalized. 
Companies using a grcss rate shall maintain subaccounts in 
their genet"al ledger that show the amount included in each 
of these accounts for the income tax effect of interest 
capitalized. The only diffe rence is using a net or a gross 
rate is that use of a net rate r esults in the deferred 
credit being recorded as a reduction in CWIP and use of a 
gross  rate results in the creciit being recorded as a credit 
to Account 283, Deferred Inco1e 1axes Other. 

( 2) The FPC approved AF anc rate makes no provision for
the treatment of deferr ed income taxes which are included by 
this Commission in the companies• capita l structure as cost
free capital in the fixing of rates. In fact, at Page 5 of 
its order the FPC uses the fellowing language to exclude 
defet"red taxes from its pi:escribed formula: 

"Some respondents commented that the value of non-investor 
sources of funds such as accumulated deferred income taxes 
an d contributions in aid of construction should be 
recognized in the formula. 'iil'e a r e  not adopting thi s 
suggestion since normally the entire balances in t he 
accumulated defer red income taxes accounts are used to 
reduce rat e base fer cost of service purposes. 11 To 
include such balances in determining the AFUDC rate vould 
result in double counting of the same dollars. The same 
reasons apply for contributions in aid of construction, 
since under our Uniform System of Accounts such 
contributions are credited directly to construction costs. 

V There is one category of accumulated deferred taxes 
which is not use d to reduce rate tase. Under our 
ratemaking i:ractices the balances of Account 281, 
Accumulated Deferred Income Taxes Accelerated 
Amortization, are included in the capi talization used 
for rate of return purposes at zero cost.. The 
balances in these acccunts, however, are relatively 
small and the effect on the AFODC rate if taken into 
consideration wo uld be negl igible .. " 

The FPC states that ncrmally defereed taxes are deducted 
from the rate base.. While the FPC may deduct deferred 
taxes, North Carolina includes these items in the capital 
structure as cost-free funds in the fi:ring of rates. 

This point is critical to a fair and equitable treatment 
of the company and its customers. In the fixing of rates, 
inclusion of deferred taxes in the capital structure at zero 
cost has the effect of assigning a portion of the cost-fr ee 
funds to construction vork in progress. It should be 
obvious from this discussion that the exc1usion of deferred 
taxes from the AFUDC formula by companies in North Carolina 
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would result �n double accounting. the very thing the FPC 
states it wants to avoid. It seems to us that the PPC 
Formula should be ameDded to make provision for inclusion of· 
deferred taxes in the formula by companies that operate in 
Horth Carolina and include deferred taxes in the capital 
structure at zero cost. It is obvious in any rate case or 
from a curs or y review of the financial statements that the 
wholesale b usiness is a minor portion of a North Carolina 
company's total electric operations. It seems unreasonable 
t o  us to prescribe a formula for companies in North Carolina 
that meets the needs of a minor portion of their business 
but is unworkable for a majcr portion of their business. 
The Commission previo us1y stated that the capital. components 
includ ed in the AFUDC rate should confoi:m to the capital 
components used in the fixing cf i:ates.. we. therefore. 
conclude that the AFUDC r ate calculated for use in North 
Carolina should include the cost-free components of capital 
used in the fixing of rates. 

(3) Paragraph 3 (17) (b) of the amendment to the Onifoi:m 
system of Accounts requires the rate be calculated annually. 
It requires use of actual book balances at the end of the 
preceding ye ar for long-term debt. preferred stock. and 
common equity. This paragraph further requires that the 
ba1ances fo r short-term debt, average construction work in 
progress. and nuclear fuel in process of refinement. 
co.nversion, enrichment, and fabrication be estimated for the 
current year with appropriate adjustments as aCtual data 
becomes known. 

The Commission believes that the AFODC rate should be 
calculated semiannually using the current embedded cost of 
debt and pi:eferred stock and the average capital structure 
for the previous six months. This vould result in an AFUDC 
rate that includes changes in tte capital structure and cost 
rates for long-term debt, short-teem debt, and preferred 
stock due to significant issues of capital during the 
previous six months. Further, the calculation of the AFUDC 
rate semiannually should increase t he accuracy of or 
eliminate the need to estimate talances for s hort-term debt, 
construction vork in progress and nuclear fue1 in process of 
refinement, c onversion, enrichment , and fabrication. Either 
semiannual estimates of the balance in construction vork in 
progress, nuclear fuel in process, and short-term debt for 
the six-month period or the exact balance for each of these 
components at the beginning of each six-month period may be 
used to calculate the AFUDC rate. If actual data is used, 
the need for adjustments to the anount capitali:zed vill of 
course be eliminated. If estimated data is used, the rate 
can be adjusted semiannually. It is important that AFODC 
capitalized be as accurate a� possible because of·the 
difficulty in iden tifying the work orders that were charged 
initially with A.PODC if the estimate turns out to be 
incorrect and because a calculation free from or requiring 
minor adjustments vi11 alleviate concerns of investors as to 
the validity of A.FODC. The Commission concludes; that the 
rate shou1d be calculated at least semiannua11y using the 
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average book balances for long-term debt, preferred stock, 
common equity, and cost-free cafital for the previous six
month period; that either the estimated balance for the six
month period or the actual balance at the beginning of each 
six-month period may be used for construction work in 
progress, nuclear fuel in process of refinement, conversion., 

enrichment, and fabrication, and short-term debt includ ed in 
tha calculation of the AFUDC rate; that if estimates are 
used, appropriate adjustments shall be made as actual data 
becomes known. The Ccmmissicn further concludes that 
companies should not be required to compound interest. 
How ever, companies.may compoUDd interest no more frequently 
than s emiannually. 

The Commission recognize s that the Virginia State 
Corporation Commission has primary juris dicticn and does not 
believe it should prescribe a fc�mula for VEECO contra+y to 
the formula prescribed by that regulatory agency. However, 
the Commission will in each �ate case review the AFUDC 
c apitalized by VEPCO tc in��re that this C ommission's 
ratemaking practices conform to the method employed by 
Virginia El ectric and Power Com1=any to calculate the AFUDC 
rate. 

It is the re fore ordered: 

(I) That effective July I, 1977, Duke Power Company, 
Carolina Power & Light Company, and Nantahala Paver and 
Light Company shall use the following for=ula to calculate 
the maximu■ rate allowable for capitalization of APUDC: 

( s 
(s{-)+d 
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At Allowance for borrowed funds used during construction 
rate net of income taxes 

Ae Allowance for ether funds used during construct ion 
rate includ ing cost-free fund s 

S = Short- term debt 

s Short-t erm debt interest rate 

D long-term debt 

d Long-term debt interest rate 

P Preferred stock 

p Preferred stock cost rate 
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c Common equity 

c Ccmmon equity cost rate approved by the 
Commission h aving primary juris diction 

CF= cost-free c apital 

cf Assign zero cost rate 

T Composite statutory State and Federal i ncome tax rate 

W construction work in prcgress . plus nuclea r fuel 
in process of refine11ent, conversion, e nrichment, 
an d fabr ication 

(2) That Virginia Electric a nd Paver Company should be
required to use the formula prescribed by the Virginia State 
corporation Commission and that this commission• s r atemaking 
pra ctices should be ccnformed to the meth o d  e mployed by 
Virginia Electric and Power Company to calculate the AFODC

rate. 

( 3) That if a comfa ny elects to use a gross rate and 
defer income taxes, the gross rate fo r borrowed funds shall 
be calculated as follows: 

At 
[ s 
[ s (-) 
[ w 

D 

+ d(--------) 
D + P + C 

s J 
( I - -) l 

w l 

(4) That if- a gross rate is used , the deferred income
taxes shall be recorded in Accounts 2 83, 41 O, and 411 and 
that separate suba c coun ts shall be maintained to show the 
cumulative and current defert:ed taxes associated with 
b orro ved funds. 

(5) That the AFUDC rate shall te calculat e d  semiannu ally.
That compounding cf inte rest is not i:eguired but is 
permitted no more freguen tly than semiannually. 

(6) That in calculating the AFUDC rat e the company may
use the actual balances at th e beginning of each period for 
construction work in progress, nuclear fuel in process of  
r efinement, conversion, enrichaent, and fabrication, and 
short-term debt, or it may estimate thes� balances for each 
six-month period. If estimated balances are used, the 
company sha ll recalculate the rate at the end of each p eriod 
and adjust the AFUDC capitalized if the actual rate exceeds 
the estimated rate by mere than l/4 of I percent .. 

(7) Except for the formula as amended in ordering 
paragraphs I, 2, 3, and 4 above, the Comm ission adopts the 
amendments to the FPC system of accounts and the auended FPC
reporting requirements to be effective for the reporting 
year ended December 31, 1977. 

ISSUED BY ORDER OF iHE COMHISSICN. 
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This the 27th day of June, 1977. 

(SEAL) 
NOBTR CABOLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

DOCKE'I NO. E-100, SUB 29 

BEFORE THE NORTH CAROLINA UTILITIES COHHISSIOH 

In the Hatter of 
Rulemaking Proceeding to Eevised 
commission Rule R8-44 and to Re�eal 
Commission Rule RB- 15 

ORDER 
PRO�ULGATING 
BOLE 

BY THE COMMISSION: By Order issued on July 19, 1977, this 
Commission instituted the allove subject rulemaking 
proceeding. This Oeder directed that notice of the 
proceeding be given to the public and requested comments and 
suggestions from any interested parties. Commen-ts and 
suggestions were received from apfroximately a dozen members 
of the using and consuming public, Carolina Paver and Light 
Company and Duke Power Com�anJ. The Commission has 
consi dered the above public and company respOnse and has 
concludEd that the rule attachEd hereto as Appendix • "A" 
should be promulgated. 

IT IS, THEREFORE, OBDERED AS EOLLOWS: 

1. That Commission Bule BS-15 be, and hereby i s, 
repealed from Chapter 8 of this Commission's Rules and 
Regulations. 

2. That Commission Rules E8-12(d), R8-JL'(d) and RB-44,
as revised and attached hereto as Appendix 11A" be, and 
hereby are, promulgated as Rules and Regulations of this 
commission. 

ISSUED BY ORDER OF THE COMMISSION� 
This the 29th day of November, 1977. 

NORTH CAEOLINA UTILITIES COftftISSION 
(S,EAL) Anne L. Olive, Deputy Clerk· 

NOTE: For Appendix 11 A, n s ee official Order in the Office of 
the Chief Clerk. 

DOCKET NO. E-(00, SUB 31 

BEFORE THE NORTH CAROLINA UTILUIES COMMISSION 

In the Hatter of 
Procedure for Filings under 
G. S. 62-IJq(d) 

ORDER ADOPTING COMMISSION 
RULE Rl�l7(i) 
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BY THE COMMISSION: Under the provisions of G.S .. 62-134(d) 
11 any public utility engaged solely in distributing 
electricity to retail customers" ••• "may in its discretion, 
and wi tbout the necessity of public hearingsn • • • ", elect 
to adopt the same retail rates to customers charged" by its 
wholesale supplier, unless the Commis sion finds upon a 
hearing that the_ rate of return earned by s uch utility upon 
the basis of such· rates is unjust and unreasonable. In such 
a proceeding, the burden of proof is upon the electrical 
distribution company. 

The commission is of the opinion that it should be given 
Prompt notice of such election to adopt the retail rates of 
wholesale suppliers and should te provided vith·certain 
minimum information at the time of such notice. 

IT IS, THEREFORE, ORDERED: 

1- Tha t Commission Rul'e Iii-I 7. .filing Qf in.£!.§� 
mg§; .application fO£ authorill !.Q ,!!gj� £_st€§. shall 
be amended to add a new subsecticn (i) as shown on Appendix 
A attached hereto, and 

2. That the effective date of Rul e Bl-17(i) s hall be
October JS, 1977 .. 

ISSUED BY OBDER OF THE COM3ISSION. 
This 4th day of October, 1977. 

NOETB CAEOLINA UTILITIES COMMISSION 
(SEAL) Katherine M. Peele, Chief Clerk 

NOTE: For Appen dix A, see official Order in the Office of 
the Office of the Chief Clerk. 

DOCKET NO. G-100, SUB 21 

BEFORE THE NORTH CAROLINA UTILI'lIES COlHUSSION 

In the �atter of 
Rulemaking Proceeding Ccncerning· 
Load Growth Eolicies of Nort h 
Catalina Gas Distribution Utility 
Companies 

) ORDER GRANTING PETITION 
) OF PIED�ONT TO ADD NEW, 
) INDUSTRIAL CUSTOMER 
) 

BY TBE COMMISSION: By interim Orders issued in this 
docket on August 10, 1977., and September 8 ., 1977 ., the 
Commission authorized petitions for approval by the 
Commission to ad d new gas cus tomers vho require limited 
amounts of natural gas for ptocess purposes, on a case by 
case basis ., includi ng existing customers who are expanding 
their oper ations. 

Pursuant to the Commission •s Orders of August IO, 1977 ., 

and September 8, 1977 ., Eiedmont Natural Gas Company ., Inc • ., 
(PIEDMONT) file d with the commission on October 5., 1977 ., a 
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Petition to allow Piedmcnt to provide natural gas service to 
Timken Company at a nev plant to te l.ocated in Burke county, 
North Carolina, or Linccln county, North Carolina. 

On Monday, October 10, 1977, at 2:00 P.ft., a bearing vas 
held on Piedmont's Eetition to add a n ew industrial customer 
before Chairl'an Robert K. Koger and Commissioners Lindsay 
Tate, Leigh Hammond and Tenney I. Deane. Jerry B. Pruitt, 
Chief Counsel, appeared for the Public staff. Robert 
Brinkley of the Industrial Development Division of the North 
Carolina Department of Commerce appeared to present the need 
fOr the industry in the economic dewelopment of th� state. 

Based upon the verified Petition of Piedmont and the 
:record of the hearing, the Commission makes the fo1loving 

FINDINGS CF FACT 

1- That Piedmont is incorFcrated under the lavs of the
State of Nev York and is duly authorized by its Articles of 
Incorporation to engage in the business.of transporting, 
distributing and selling gas outside the State of Nev Yo rk; 
that it is duly domesticated and is engaged in conducting 
the business above mentioned in the State of North Carolina 
and that it is a public utility under the laws of this State 
and its public utility operations are subje ct to the 
jurisdiction of this Commission. 

2. That the Commi ssion has previously granted Piedmont a
Certificate of Public Convenience and Necessity authorizing 
it to acquire certain gas franchises and properties in the 
State of North Carolina • 

. 3. That on August IO, 1977, and September 8, I 977 ,, the 
C ommissi on, in further consideration of this docket, issued 
Orders stating that, pending final decision in Docket N os. 
G-JOO, Sub 21, and G-9, Sub 163, the Commission vill
consider, on a case by case basis ,, requests by gas utility
companies to add new industrial customers or provide
additional service to existing customers requiring n atural
qas in limited amounts for process purposes.

4. That an industrial customer proposing to construct a
plant capable of receiving service as outlined by the 
Commission has ceguested Piedmont to provide natural gas 
service, and that customer is Tiaken Company. 

5. That Timken �lans to cons truct an industri al plant to
manufacture metal parts to be located in Burke county or 
Lincoln county, North Carolina; that Tiaken seeks process 
gas up to 300 Hcf per day to be used for therma1 treatment 
of metal; that Timken will euploy between 250 and ·1000
employees vith a pay scale somewhat higher than . the 
prevai lin g vages in the area; that said industry will 
provide diversification in the Burke County or Lincoln 
County ar ea where the largest industries are textile and 
furniture manufacturing. 
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6. Further,
gas to a high 
Pri ority 2. 3, or 
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Timken proposes 
priority use 

FEC Priority 2. 

to limit the use of natural 
under Piedmont's proposed 

1. That natural gas is
producing the completed ·metal 
the onl.y a lternate fuel.. 

essent ial for the purpose of 
frod ucts and that propane is 

The �Commission takes. judicial notice of the previous 
testimony entered in Docket Nos. G-100, Sub 21, G-100, Sub 
24, G-100, Sub 33, and G-9, sub 163, by Thomas B. Broughton, 
Director, Economic Development Division, North Carolina 
Department of Commerce, pertaining to the necessity of 
natural gas in metal prcduction and the advantage to North 
Carolina in being able to bring in new, higher paying 
industry to the State. 

Based on the fcregcing Pindir.gs of Fact, the commission 
reaches the following 

CONCLUSIONS 

we conclude th at Timken company is in an area of the State 
where industry is needed and that Timken 1 s use for natural 
gas is for �rocess gas. After considering all the factors, 
ve conclude that the Petition of Piedmont to provide natural 
gas service to Timken as provided by the commis sion in its 
Orders of August (0, 1977, and September 8, 1977, should be 
allowed. 

IT IS, THEREFORE, ORDERED that the Petition filed by 
Piedmont Natural Gas cOmpany, Inc., t o  add a nev ind ustrial 
customer pursuant to the Commission •s Orders dated August 
10, 1977, and September B,· 1977, l:e, and ·the same is hereby, 
allowed, as above described. 

ISSUED BY ORDER OP THE COMMISSION. 
This the 11th day of October, 1977. 

NOETH CAEOLINA UTILITIES COMMISSION 
(SEAL) Katherine M. Peele, Chief Clerk 

Commissioners Koger, Tate, Dean e, Fischbach, Roney 
and Minters, concurring. 
commissioner Hammond, atstainiDg. 

DOCKE'I NO. G-JOO, SUB 21 

BEFORE THE NORTH CAROLINA UTILITIES COHHISSION 

In the Matter of 
Rulemaking Proceeding Ccncerning ) ORDER GRANTING PETITION 
Load Growth Policies of Nor:th ) TO ADD NEW 
Carolina Gas Distribution Utility) NONRESIDENTIAL 
Companies ) CUSTOMERS 
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BY THE COMMISSION: On 8 September 1977 the Commission 
issued an order which provided that requests for connections 
of nonresidential customers should be submitted to the 
Commission in the form of written petitions and voul.d be 
considered by the Commission on a case by case basis pending 
final decision and or der in the above-caption ed proceeding. 

On 3 October 1977 Public Service Company of North 
Carolina, Inc., (Public Service) filed a Petition requesting 
permission to add thicty-four commercial customers and
provide them with natural gas sei:-vice. Attached ,to the 
Petition was an exhibit listing these potential customers 
and their annual volume reguirements, which total 21,040 
Mcf. All of the customers reguesting such service would be 
i n  Priority j.2 of the priority systems proposed by Piedmont 
Natural Ga s Company, Inc .. , and the Public Staff. 

Upon conside ration of the Petition, the order of 8 
Septe mber and t he entire record herein, the commission is of 
t he opinion that Public Service should te permitted to add 
all of the customers listed to the extent that such 
customers are located on existing mains. 

IT IS. THEREFORE, CRDERED that Public Service Comp�ny of 
North Carolina, Inc., be, and is he reby granted permission 
to p rovide natural g as service to the customers liste d with 
its Petition filed hei:ein on 3 October 1977 to the extent 
tha t such customers are located on the company's existing 
mains. 

ISSUED BY ORDER OF THE COHHISSION. 
This the 17th day of October, 1977,. 

( SEAL) 
NORTH CAROLINA OTILITIES COMMISSION 
Katherine H. Peele, Chief Clerk 

DOCKET NO. G-tOO, SUB 21 

BEFORE THE NORTH CAROLINA UTILI1IES COMMISSION 

In the Matter of 
Rulemaking Proceedi·ng Con
cerning Load G rowt h Policies 
of North Carolina Gas Dis
tribution Utility Companies 

SOPPLEHENTAL ORDER REGARDING 
PFIOR COMMITMENTS FOR 
SERVICE NOT LOCATED ON 
EXISTING HAINS 

BY THE CO�HISSION: On January 18, 1977, the Commission 
issued an Order enJoining the five North Carolina gas 
distribution companies from adding any new custo mers except 
those previously committed an d replacement customers or 
additional uses in categories Q and R as thereinafter 
provided. On October 25, f977, the Commission issued an 
Order Establishing Attrition Replacement Rules authorizing 
the companies to add addit ional customers i n  Priorities 1 .. I 
through 2.1 on mains existing on October I, 1977, to replace 
gas volumes lost through attriticn to the maximum volume of 
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I 021 of the companies• base period volumes set forth in 
TRANSC0 1 s allocation system for Prior ities 1.1 through 2. I 
up to 50 mcf per day. This Order further provides that 
commitments not located on existing mains for Priorities I 
through 5 shall be made only after petition by the gas 
company on a case by case basis. Decretal Paragr aph Number 
I of the October 25, 19T1, Order states that this Order 
supers edes all �rior orders estabiishing a moratorium on nev 
commitments and that such crders are rescinded to the extent 
they are i n  conflict with the new rules. 

It has come to the Commission• s attention that since 
January I B, 1977 ,, the gas co11panies have been laying nev 
mains in order to add ne w but previously committed customers 
in residential subdivisions 11bich are· being developed over a 
period of several years, and must continue to do so if they 
are to fulfill t hose commitments. While the Commission does 
not construe its Order of October 25, 1977, t o  proscribe 
such activity, the commission is of the opinion that there 
should be no misunderstanding as to whether and to vhat 
extent the nev rules authorize service to prior commitments 
not l ocated on existing mains. The commission is of the 
further o pinion that each gas company should file 
information concerning t he date o f  commitment, service 
location, nu mbe r of feet of neu main, and number and 
classification of new customers connected under such 
authorizaticn. 

IT IS, THEREFORE, ORDERED as follow s: 

I. That Decret al Paragraph Number 2 of the Order herein
issued on October 25, 1977, be, and is hereby, amen ded to 
read as fc1lovs: 

2. 11That from and after t he date of this Order, 
North Carolin a natural gas distr ibution 
companie s are hereby authorized to add 
additional Priority J. I, Priority 1.2 and 
Priority 2. I custome rs on mains existing on 
October I, 1977, to replace gas volume s lost 
through attrition to the maximum volume of 102% 
of the distribution companies• base period 
volume set forth in the al1ocation system of 
Transcontinenta1 Gas Pipe Line Corpo ration £or 
Priority 1- I, Friority 1.2 and Priority 2. I 
customers, up to a uaximum of 50 Mcf per day: 
.fil:OVided, !!!!��!, !!@! subject to the 
for�i!!g volume limitation, the comEfil!ies m!!,Y 
add additional Priority 1 customers not lo cated 
Q!!. existing �ain2 in �he �vent commitments to 
serve such customers vere made prior to January 
J.§, J..217. Furth,m;_, that each company shall 
file with the commission a r�ort showiB_g the 
service location, number and classification of 
customers, number o� feet of nev main and date 
of commi tment for each area served 2ursu ant to 
the 21!™ proviso." 
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2. That Decretal Paragrapb Number 3 of said order her 

and is hereby, amended to read as follows: 

3. "New customer co1mit111e nts for Priorities I 
through 5 vith nonbciler maximum demand usage 
greater than 50 Met per day and any commitments 
not located on e2isting mains for Priorities I 
through 5 shall be made only after petition by 
the gas distributicn company to the Commission 
and approval of sajd petition on a case by case 
basis, dependent upon the feasibility of the 
proposed commitment and the ratio of the 
availability of the gas to the numbers and 
types of jcbs provided to the economy of North 
Carolina by said new commitment; provided, 
howeve.£, that tb§ £Q!!tlll!..!!.!.§ .mil serve !!fil! 
_Rrim;:,!,!y l .£!!.§tcmers requirin.9 !!.fil! mains 
subject to the limitations contained i!! 
Par�� � ab.Q.!£. The con sideration of 
applications for new service requiring nev 
mains in Piedmont's Eervice area shall consider 
the availability of CD gas supplies in the 
North Carolina ser�ice area of Piedmont and the 
equitable allo cation of gas tetveen the North 
Carolina an d South Carolina customers of 
Piedmont." 

ISSUED BY ORDER OF THE COMMISSION. 
This 28th day of November, 1977. 

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

NOTE: Clerical errors described in order dated December 2, 
1977, incorporated in the above Order. 

DOCKET NO. G-100, SUB 21 
DOCKET NO. G-9, SUB 163 

BEFORE THE NORTH CAROLINA UTILI'IIES CO!tKISSION 

In the Hatter of 
�ocket Jig. G-lfil!., �!!!!. 11: Bulemaking Pro
ceeding Concerning Load Growth Policies of 
Ngrtb Carolina Gas Distribution Utility 
Companies 

Docket No. G-9, Sub 163: Comi;laint of the 
Brick Association of North Carolina Regarding 
Piedmont's Load Growth Eolicy 

) ORDER 
) ESTABLISHING 
) ATTRITION 
) REPLACEMENT 
) BOLES 
) 
) 

) 

HEARD IN: Main Commission Bearing Room, Dobbs Building, 
Raleigh, Ncrth catclina 

DATES: August 23 
1977 

26, 1977, and September 27 - 30, 
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BEFORE: 

GENERA 1. OBDE RS 

Chairman Rober:t K. Koger, Presiding; 
Commissioners Tenney I. Deane, Jr., Ben E. 
Roney, Sarah Lindsay Tat e, Dr. Robert 
Fischbach, John i. iinters, and Dr. Leigh H. 
Hammond 

APPEARANCES: 

For the Respondents: 

Brian E. O'Neill, Attorney at Law,. 
Transcontinental Gas Pipe Line Corporati on, 
P.O. Box I 396, Housten, Texas 77001 
For: Transcontinental Gas Pipe Line 

Corporation 

Thomas F. Ryan, .Jr., Gallagher, Connor & 
Bal.and, Attox:neys at Lav, 821 15th St., N.W., 
Washington, t.c. 20005 
For: Transcontinental Gas Pipe Line 

Corporation 

F. Kent Burns and James H. Day, Boyce, 
Mitchell, Burns & Smith, Attorneys at Law, P.O. 
Box (406, Haleigh, North Carolina 27602 
For: Public Service Company of North 

Carolina, Inc. 

Donald W. He Coy, McCoy,
Cleveland & Raper, Attorneys 
Fay,etteville, North Ca:rolina 
For: North Carolina Natural 

Weaver, Wiggins, 
at Lav, Box 2129, 
28302 

Gas Corporation 

Jerry w. Amos, Erooks, Pierce, McLendon, 
Humph_rey & LeonaJ:d, Attorneys at Law, P. O. 
DJ:awer u, Greensboro, North Carolina 27402 
For: Piedmont Natural Gas Company, Inc. 

T. Carlton Younger, Jr., Brooks, Pierce, 
ttcLen don, Humphrey & Leanard, Attorneys at Lav, 
P.O. Drawer u, Greensboro, North Carolina 27qo2 
For: united Cities Gas company and 

Pennsylvania & Southern Gas Company 

For the Intervenors: 

David R. Hillier, Fieldcrest Hills, Inc., 326 
E. Stadium Drive, Iden, North carolina 27288
For: F.ieldcrest Hills, Inc.

Thomas R. Eller, Jr., Attorney at Lav, 104 
Finley Building, 3301 Executive Drive, Raleigh, 
North Carolina 27609 
For: N. C. Textile Manufacturers As sociation 

and American Bakeries Company, Inc. 
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J. Melville Brcughton,
Broughton & Boxley, Attorneys
Raleigh, North Carolina 27606
For: The Ball Ccq:cration 
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Jr., Broughton, 
at Law, Box 2387, 

Thomas w. steed, Jr., Allen, Steed 
P.A., Attorneys at Lav, P. O. BoJ: 

& All.en, 
2058, 

Raleigh, Ncrth Carclina 27609 
For: Owens-Illinois 

Keith R. McCrea, Grove, Jaskiewicz, Gilliam &
Coberti Attorneys at Law, )730 H Street, N.W.,
Washington, n. c. �0036 
For: ovens-Illincis 

Henry S. Manning, Jr., Joyner & Howison, 
A ttorneys at Lav, F. 0. Box J09, Raleigh, North 
Carolina 27602 
For: Aluminum Company of America 

Jacqueline Bernat, Attorney at La�, Aluminum 
Company of America, Fittsburgh, Pennsylvania 
For: Aluminum Company of America 

Harold H. Smith, Attorney at Law, Cannon Mills 
Compan.y, Kannapolis, North Carolina 28025 
For: cannon Mills company 

M. Alexander Biggs, Biggs, Meadows, Batts, 
Etheridge 6 Winberty, Attorneys at Lav, P. o.
Drawer 153, Rocky Mount, North Carolina· 2780 I 
For: Brick Association of North Carolina 

Charles Winberry, Biggs, Meadows, Batts, 
Etheridge & Winberry, Attorneys at Lav, P. 0.
Drawer 153, Rocky !!cunt, North Carolina 27801 
For: Brick Association of North Carolina 

William H. McCullough and J. Allen Adams, 
Sanford, Cannon, Adams & McCullough, P. o. Box 
389, Raleigh, North Carolina 27602 
For: CF Industries, Inc. 

Anthony E. Cascino, Attorney at Law, CF 
Industries, Inc., Salem Lake Drive , Long Grove, 
Illinois 6001.17 
For: CF Industries, Inc. 

William G. Hancock, Everett, Everett, Creech & 
craven, Attorneys at Lav, P. o. Box 586, 
Durham, North Carclina 27702 
For: Glen Lennox corporation; Robinso n o. 

Everett, d/t/a Poplar Apartments and 
Holly Hill Apa.ttments; Uni 'ilersity Housing 
Corporation; A last air Housing 
Corporati on; J. ij. York & co.; Fred s. 
Worthy, Jr., and Harvin L. Wachtel III, 
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d/b/a Glenwood Arms Apartments 

For the Commission Staff: 

Edward e. Ripp, Ccmmission Attorney, P. o. Box 
.991, Raleigh, North Carolina 27602 

Antoinette R. Rike,
Attorney, P. o. Bex 
Carolina 27602 

For the Attorney General: 

Associate commission 
99 J, Raleigh, North 

Jesse C. Brake, Assistant Attorney General, 
.P.O. Box 629, Ralei9h, North Carolina 27602 
For: The Using and Consuming Puhlic 

For the Public Staff: 

Jerry B. Pruitt, Chief counsel, P. a. Box 991, 
Raleigh, North Car olina 27602 
For: The using and consuming Public 

Robert F. P age, Staff Attorney, P. O. Box 991, 
Raleigh, North car6lina 27602 
For: The Using and Consuming Public 

BY THE COMMISSION: This Et'cceeding is before the 
Commission on the order of January 18, 1977, reopening this 
docket and setting hearing for the purpose of reviewing the 
load growth policies of the five gas distribution companies 
in North Caro1ina and deter mining the load growth rules to 
be adopted for future a pplication by said distribution 
companies in North Carolina. 

The most recent general load growth policy was adopted by 
Order of January 3, 1975, based upon the shortage of gas 
available for new customers and load growth vas limited to 
t he following services: 

( f) Nev applicants would be considered only on premises
located on existing mains. 

(2) The gas distributicn companies• gas supply would have
to be sufficient to· serve the additional load. 

(3) Priority for nev gas service, subject to conditions
(I) and (2) would be given to applicants in the highest
curtailme nt categories as prescribed i n  Docket No. G-100,
Sub J8. 

By order of January 18, 1977, further severity of the gas 
shortage and the cold weather required that the commission 
impose a total moratorium on any nev connections without 
specific written pe�mission fro■ the Commission. 
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By Order of May II• 1977 • the 1ora tori um vas continued in 
effect pending further hearin g by the Co••ission. 

Ry Order 
moratorium 
Commission 
for process 
new jobs in 

of A.ugust 8, 1977, 
but provided that 
would ccnsider case 
gas services needed 
North Carolina. 

the Co••ission continued the 
en an interi• basis the 

by ca se reguests for service 
to locate new industry and 

By Order of September 10, 1977, further interi• relief was 
granted for addition of residential custom ers within the 
base load limits. 

The ccmmi ssion conducted public hearings beginning October 
5, 1977, to determine the projected gas supplies available 
for addition of new custcmers, and heard extensive testimony 
froa the gas distribution companies, the Public Staff, and 
numerous intervenors supporting the need for new gas 
connections to support new industries, and new homes, and 
included testi•ony of certain intervenors in opposition to 
unlimited new customers based en the continued shortage of 
gas. 

Based upon the record hereir. and the evidence fro• the 
public hearing, the Comaission ■akes the following 

FINDINGS OF FACT 

1. The public policy of North Carolina is to promote 
industrial and economic growth. In January 1974 so•e 
808,000 Tar Heels were employed in the produ ction of goods. 
In June 1977 this figure was 794,000, indicating a negative 
growth rate in that period. 

2. North Carolina needs to increase •anufacturing 
employment by 27,000 in each of the next seven years to 
restore and maintain our historical grovth rate. 

3. Since June I, I 973, sose 34 firms with potential 
employment for I 1,380 North Carolinians - all of whom were 
in the high growth rate and high wage level groups entirely 
suitable to North Carolina, and all of whom reguired process 
gas dropped N orth Carolina frc• consideration because of 
the shortage of natural gas. Most of these were able to 
obtain gas commitaents in other states, so•e of which are 
neighboring states. North Carolina has never returned to 
the employment level which existed before the oil e•bargo of 
1973. The negative effects of winters such as 1976-77 are 
inesti•able. 

4. The availability of natural gas is a key to North
Carolina's economic growth rate. Continuation of a viable 
retail distribution system is vital to all North 
Carolinians. No single customer class can support the 
system alone. A.11 are reguired, and each class ■ust 
contribute to the total cost of the service in accorda nce 
w ith the de•ands made Ufon it bJ the class. 
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CONCLUSlONS 

Considering (a) the n eed for economic growth in North 
Ca rolina, (b) the close relaticns hif: of na tural gas 
distribution service to that growth, and (c) the comparative 
advantage which still would exist for natural gas over other 
fuels at all leve ls, it is our conclusion that t he 
moi:-a tori um on new servi ce connections should be lifted to 
the extent set out ip the ordering paragraphs below to the 
extent of I 02 ,G grow th in each class over 1913 consumption 
levels , provided that any proi:osed new connection h aving a 
maximum demand in excess of 50 Mcf shall be determined by 
the Ccmmissi on on petitions on a case by case method on the 
basis of feasibility. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

I. That the Orders of this Commission issued on Ja nuary
18, 1977, tiay 4, 1977, and August 8, ,1977 and all oth er 

Orders of this Comm_ission est ablishing a moratorium on new 
commitments for new gas service is hereby s uperseded by this 
order Establishing Attrition Bei:lacem�nt Rules, ,and to the 
extent they are in conflict with this Order i s  hereby 
rescinded. 

2. That from and after the date of this Order, Not""th
Carolina natut""al gas distribution compa nies are hereby 
a uthorized to add additional Pricrity 1. I, Priority J. 2 and 
Priority 2. I customers on mains existing on October I, 1977, 
to replace gas volumes lost through attrition to the maximum 
volume of 102% of the distributicD companies• base period 
volume set forth in the allocation system of 
Trans continental �as Pipe Line ccrporation for Priority 1-1, 
Priority 1.2 and Prior ity 2.1 customers, up to a maximum of 
50 fief per day. 

3 .. New customer commitments for Priorities I through 5 
with nonboiler maximum demand usage greater than 50 Mcf per 
day a nd any commitments not locat ed on e·xisting ma ins for 
Prio rities I through 5 shall be made only after petition by 
the gas distribution company tc the Commis sion and" approval 
of said petition on a case by case basis, dependent upon the 
feasibility of the proposed cou;mi tme nt a nd the r atio of the 
availability of the g as tq the numbers an d types of jobs 
pcovided to the eccncmy of Ncrth Ca-roli na by said new 
commitment. The consideration of applications for new 
service requiring new mains in Piedmont•s-servi c e  area shall 
consider the availability of cc gas supplies in the North 
C arolina service area of Piedmont and the equitable 
a llocation of gas between the North Carolina and South 
Carolina customers of Piedmont. 

4. That no gas distributicn company shall make any nev
connection cf a new service which is not expressly 
authorized un der this Ord er. 
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5. That the natural gas distribution companies shall 
conduct programs of advising all customers through 
individual mailouts and mass media of the need for 
conservation of natural gas in order to protect the economy 
of North Carolina and the jcbs dependent up on conservation 
of natural gas for process gas purposes, and to promote the 
management of customer loads to t his end. 

for review and revision 
the Commission's own 

and supplie s make it

restrictions on new 

6. This docket shall remain op en 
upon a pplication or petition or up on 
motion if national energy pclicie·s 
possible to remove or modify the 
services remaini-ng in effect. 

ISSUED BY ORDER OF THE COMHISSICN. 
This 25th day of October, 1911. 

(SEAL) 

NOFTH CAEOLINA □TILITIES C0HftISSI9N 
Katherine �. Peele, Chief Clerk 

Deane, Commissi one r, not participating. 
Hipp, Commissioner, abstain ing. 

DOCKET NO. G- 100, SUB 22 

BEFORE THE NORTH CAROLINA OTilI'lIES COHIHSSION 

In the Matter of 
Rulemaki ng Proceeding and Inve s-) ORDER RECOGNIZING 
tigation into the Feasibility of ) INTERVENTION; GRANTING 
Increasing the supply of Natural) MOTIONi AMENDING PRIOR 
Gas in the St ate of North ) COMMISSION ORDER AND RULE 
Carolina ) 

BY THE COHtHSSICN: en July 28, J977, a Notice of 
Intervention and Mcticn was filed in this docket by the 
Public staff. G.S. 62-J5(d) (3) requires the Public Staff to 
intervene in all commissicn proceedings affecting the rat es 
or service of any public ntili ty. This docket and 
Commi ssion Rule Rl-17 (h) adopted pursuant hereto affect the 
rates and service of all �ul:lic utility natural gas 
companies in the State of North Carolina. Therefore, the 
Commission is of the opinion that the Intervention of the 
Public Staff herein should be reccgnized pursuant to G.S. 
62-15. 

The Motion filed by the :Eublic Staff requests the 
Commission to allow representative(s) of the Public Staff, 
as designated from time to time ty the Executive Director, 
to participate in ccnference s, ccnmittee meetings and audits 
involving and to have access to data concerning the 
exploration activities of the North Carolina gas 
distributing utility companies on the same basis as 
representative(s) of the Commission. The Commission is of 
th� opinion, good cause having teEn shown therefor, that the 
interest of the Usitg and Consuuing Public would be served 
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by allowing the pacticipaticn in exploration activities of
Public Staff repr esentatives on the ' same basis as 
representatives of the Commissicn. 

IT IS, THEREFORE, ORDERED: 

I. That the 
Public Staff be, 
to G.S. 62-15. 

Notice of Intervention filed herein by the
and the same is hereby, recognized pursuant 

2.. That the Hotion of the Public Stilff to have its 
representative(s), as s elected by the Executive Director, 
participate in exploration activities on the same basis .is 
Commission representative(s) be, and the same is hereby, 
allowed. 

3. That
of June 26, 

decretal paragraph 5 of the Commission's Order 
1975, is hereby amended to read as follows: 

11 5. The expenses of the representative (s) of the 
Commission and of the Public Staff (as created by G.s. 6�-
15) in observing and participating in the various 
exploration activities shall �e expensed as a part of the 
overall costs to be recovered ty the rulem aking procedure 
hereaft er provided." 

4. That Commission Rule RI-17th) (I) is hereby amended by
inserting the following words 11, one representative of the 
Public St aff to be designated b:y the Execut ive Director" 
immediately following the words 11North Carolina Utilities 
Commission" in the first sentence thereof; and further 
amended by inserting the words n, the committee member 
designated by the Executive I:irector of the Public Staff" 
immediately following the words 11this Commission" in the 
last sentence thereof. 

ISS UED BY OBDER OF THE COHHISSICN. 
This the I st day of August, J S77. 

( SEAL) 
NORTH CAFOLINA UTILITIES COMMISSION 
Katherine H. Peele, Chief Clerk 

DOCKET NO. G-100, SUB 22D

BEFORE THE NORTH CABOLINA OTILITHS COMMISSION 

In the Matter of 
Rulemaking Proceeding and Investi
gation into the Feasibility of
Increasing the Supply of Natural 
Gas in the State of North Carolina 

ORDER AUTHORIZING 
CONTINUED PARTICIPATION 
IN EXPLORATION AND 
DRILLING VENTURE 

BY TBE COMMISSION: The Ccm'mission 1 S Order of June 26, 
1975, in the above-captioned dcckets approved a rulemaki ng 
procedure by which the na tu:ral gas utility dis tr ibut ion 
companies in North Carolina could participate in petroleum 
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exploration and drilling activities designed to increase the 
supply of natural gas a-vailable for consumers in North 
Caroli na. The expenses incurred by the distribution 
companies which could net proEerly or prudentlY be paid from 
internally g enerated funds woul d be 11 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 activit ie�, offset by the revenues 
generated by such activities. 

On 26 January 1977 the Exploration Committee provided for 
by Rule R 1--17 (h) submitted a reguest fo r the c ontinuation of 
the Enterprise Resources, Inc., (ERI) Limi ted Partnership 
Program fo r an additional one-year period. The Committee 
also resubmitted data sheets reflecting changes in t he 
estimated amounts t o  be s pent in exploration and development 
and changes in the working interest and net revenue 
i nte rest. The Commission Staff has r eviewed the data f iled 
in support of the request and bas found it to be propex: in 
form and in content. At the Ccmmiss ion•s dire ctio n, an 
appraisal of the revenues found by ERI for the period ended 
19 October t976 was made by the firm of Monkhouse ,. Br�vn & 
Associates, Petrole um and Co al Consu lting Enginee rs, located 
in Dal.las, Texas. On I Apri l 1577 the Commission received a 
copy of thi s appraisal. 

Based up on the data received at the G-100, Sub 22 hearing 
and the supplemental data rec ently filed, the C ommission nov 
makes the following 

FINDINGS OF FACT 

1. The operator cf the program is Enterpri se Resources, 
Inc., Limited Partnership, a subsidiary of Stone and 
liebster, whose success record fo r exploration a nd 
development of new sources of natural ga s supply meets or 
exceeds indus try standards . 

2. All five Ncrth Ca�cl·ina natural gas utilities, 
Piedmont, Public service, North Carolina Natural, United 
Cities and Penn sylvania & southern request pe rmissi on to 
continue as limited partners in the joint venture. 

3... The initial duration of the program vas for one year 
with the intenti on of the pa rties to continue the program 
for an additio nal two (2) years and annually thereafter if 
successful. 

4. By order issued 12 August 1975 the Commission 
approved the EnterErise Resources. Inc., Limited Pa rtnership 
and authorized the five participa ting No rth Carolina gas 
utilities to subscribe for a period of one ye ar. 

5. The presently proposed cte-year program wo uld have a
total cost of $5,594,729 of which $3,729,729 is allo cated to 
explor atio n and $1,865,000 to development. 
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6. The exploration charges for the participating North
Carolina companies will b e  $950,0CO, allocated· as follows: 
Public Service $420,000; Fiedmont $250,000; North 
Carolina Natural - $250,000; United Cities - $15,000, Penn 
and southern $1 s, 000. Enteri:rise Resources, Inc., (the 
operator) will make a $600,000 investment and other gas 
distributi on companies Mill put Ut th e balance of $2,179,729 
for exploration. 

7. Development charg�s for the five participating North
Carolina companies, assuming a1eiage exploration success, 
will amount to $475,000 allocat ed as follows: Public 
Service - $210,000; Piedmont .$ (25,000; N.C. Natural 
$125,000; United �ities $1,500; Penn and Southern -
$7, 500. Enterprise Resources, Inc., vill invest $300,000 
and other participants will invest the $1,090,000 balance of 
the $I, 865,000 develoi:ment cost. 

B. As of 31 October 1916 North Carolina ratepayers• 
share of proven pro l:abl e and possible reserves in wells 
completed by ERI, Ltd., consisted of 13,109 barrels of oil 
and condensate and 2,146,632 Hcf of gas. 

9. The cost of finding the estimated reserves assigned
to interest owned by North Carolina ratepayers is as 
follows: 

FIND]NG COST PER_fil?QIVALENT �CF 

Proved Producing and Behind Pipe 
Proved plus probable 
Prove�, probable and possibl e 

$0.32 
0.(9 
0.(8 

10. The cost of finding gas through EBI, 
substantially less than the $3.00 to $5.00 per Mcf 
cost of alternate supFlies. 

Ltd. , is 
estimated 

I I. The 

ratepayers 
adjustment 
approved by 

additional volumes will benefit North Carolina 
through application of the volume variation 
facto r or curtailment tracking rate heretofore 
this Commission for all five gas utilities. 

Based upon the foregoing, the Commission makes the 
fallowing 

CONCLUSlONS 

The commission is of the cpinion that ther e is a 
re�sonable prosp ect that continuat ion of the ERI, .Ltd., 
program already begun will produce natural gas r eserves 
deliverable tc North Carolina in sufficient guantities to 
justify the p roposed expenditures and that the finding cost 
is reasonable in relation to the ccst of possible alternate 
supplies. Th e Commission therefore concludes that continued 
p articipation in the ERI, Ltd., pxogram by the five North 
Carolina gas utilities is just and r easonable under the 
standards adopt ed by the Commis�ion in its Rulemaking Order 
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issued 26 June 1976, and Commission Rule Rt-17(h), and that 
continuation of such prcgram RErits the approval of the 
Commission subject to further Commission scrutiny at the 
time the utilities file for such changes in rates as may be 
necessa ry to recoup costs and account for revenues 
associated vi th the program. 

IT IS, THEREFORE, OBDEBED as fellows: 

1. That the Enterprise Rescurces, Incorporated, Limited
Partnership in the form presented to the Commission be, and 
the same is hereby, approved for an aaditional one-year 
period a nd the five Ncrth Carolina natural gas utilities are 
hereby a uthorized as a group to continue for one year to 
subscI"ibe to or invest in such p:cgram either directly or 
through vholl y-owned sutsidiaries. 

2. That the a pproval of- ccntinued investment in ERI,
Ltd., be, and the same is herebi, limite d to the amounts 
disc ussed herein and is further limited in time to a period 
of one year from and after the first full year's 
p articipation by th e North Carolina gas utilities • 

. J. That further renewals of this limited partnership for 
additional investment a�ounts and extended duration shall be 
subject to further approval by the Cotemis sion upon receipt 
of an application for such apprcval. 

ISSUED BY ORDER OF THE COKKISSICN. 
This 18th day of April, (977. 

NOETH CAEOLINA UTILITIES COMMISSION 
(SEAL) Katherine M. Peele, Chief Clerk 

DCC KET NO. G- I 00, SUB 24 

BEFORE THE NOBTH CAROlINA UTILITJES COMMISSION 

In the Matter of 
Rulemaking Proceeding for curtailment of 
Gas service Due to Gas SuFply Shcxtage 

ORDER REVISING 
RULE R6-( 9.2 

BEA.RD IN: 

DAT ES: 

BEFORE: 

Hain Commission Bearing Boom, Dobbs Building, 
Haleigh, N. C. 

August 23 
1977 

26, 1977, and September 27 - 30, 

Ch ai rm an Robert K. Koger, Presid ing; 
Commissioners Tenne1 I. Deane, Jr., Ben E. 
Roney, Sarah Lindsay Tate, Dr. Robert 
Fischbach, John w. ijinters, and Dr. Leigh H. 
Hammond 
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APPEARANCES: 

For ·the Respondents: 

Brian E. o 'Neill, Attorney at Law, 
Transcontinental Gas Pipe li ne Corporation, 
P •. o. Box 1396, Housten, Texas 77001 
For: Transcontinental Gas Pipe Line 

Corp oration 

Thomas F. Byan, Jr., Gallagher, Connor & 
Boland, Attorneys at Law, 821 15th st., N.ff., 
Washington, D.c. 20005 
For: Transcontinentcl Gas Pipe Line 

corporation 

F. Kent Eurns and .James H. Day, Boyce, 
Hitchell, Burns & Smith, Attorneys at Lav, P.O. 
Box 1406, Raleigh, Ncrth Carolina 27602 
For: Public Service Company of North 

Carolina, Inc. 

Donald w. HcCcy, McCoy, 
Cl eveland & Raper, Attorneys 
Fayetteville, North Carolina 
For: North Carolina Natural 

Weaver, Wiggins, 
at Lav, Box 2129, 
28302 
Gas Corporation 

.Jerry W. Amos, Brooks, Pierce .. HcLendonr 
Humphrey & Leonard .. J!.ttorneys at Lav, P. o. 
Drawer u .. Greensbcrc .. North Carolina 27402 
For: Piedmont Natural Gas Company, Inc. 

T. Carlton Younger .. Jr... Brooks.. Piercer 
McLendonr Humphrey & teonard r Attorneys at Lav .. 
F. o. Drawer Ur Greecsboro .. North Carolina 27 402
For: United Cities Gas Company and 

Pennsylva nia & Southern Gas company 

Por the In tervenors: 

David R. Hillier .. Fieldcrest Millsr Inc ... 326 
E. Stadium Drive r Eden .. North Carolina 27288
For: Fieldcrest Hills .. Inc. 

Thomas R. Eller.. Jr... Attorney at Lav .. I OQ 
Finley Building .. 3301 Executive Drive r Raleigh .. 
North Carolina 27609 
For: N. c. 7extile Manufacturers Association

and American Eakeries Company .. Inc. 

J. Mel ville Eroughtonr 

Broughton & Boxley .. Attorneys
Raleigh, North Carolina 27606
For: The Eall corporation

.Jr., Broughton .. 
at Lav, Box 2387 .. 
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Thomas w. Stee d, Jr., Allen, Steed & Allen, 
P.A., Attorneys at Lav, P. o. Box 2058, 
Raleigh, North Carolina 27609 
F or: Ovens-Illinois 

Keith R. !!cCrea, Grove, Jaskiewicz, Gillia■ &
Cobert, Attorneys at Lav, 1730 !I Street, N.W., 
Washington, £. c. :.0036 
For: Ovens-Illinois 

Henry s. !!anning, Jr., Joyner & H owison, 
Attorneys at Lav, F. o. Box 109, Raleigh, North 
Carolina 27602 
For: Aluminum Company of America 

Jacqueline Bernat, Attorney at Lav, A luminum 
Co■pany of Ame rica, Pittsburgh, Pennsylvania 
For: Aluminum Company of America 

Harold H. Smith, Attorney at Lav, Cannon !!ills
Company, Kanna polis, North Carolina 28025 
For: Cannon !!ills Company 

!!. A lexander Biggs, Biggs, !leadovs, Batts, 
Etheridge & W inberry, Attorneys at Lav, P. o. 
Drawer 153, Rocky !lount, North Carolina 27801 
For: Brick Association of North Carolina 

Charles Winberry, Biggs, !!eadovs, Batts, 
Etheridge & W inberry, Attorneys at Lav, P. o.

Drawer 153, Eock y !!cunt, North Carolina 27801 
For: Brick Association of North Carolina 

William H. !lcCullough and J. Allen 
Sanford, Cannon, Acams & l!cCullough, P. 
389, Raleigh, North Carolina 27602 
For: CF Industr ies, Inc. 

Adams, 
O. Box

Anthony E. cascino, Attorney at Lav, CF 
Industries, Inc., Salem Lake Ori ve, Long Grove, 
Illinois 60047 
For: CF Industries, Inc. 

William G. Hancock, Everett, Everett, Creech &
Craven, Attorneys et Lav, P. o. Box 586, 
Durham, North carclira 27702 
For: Glen Lennox Corporation; Robinson o. 

Everett, d/b/a Poplar Apa rtments and 
Holly Hill Apart■e nts; University Ho using 
Corporation; Alastair Housing 
corporation; J. w. York & Co.; Fred s. 
Worthy, Jr., and !!arvin L. Wachtel I II, 
d/b/a Glenwood Arms Apartments 
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For the Commission Staff: 

Edward B. Hipp, CcBnission Attorney, P. o. Box 
991, Raleigh, No rth Carolina 27602 

Antoinette R. 
Attorney, P. o.
Caroli na 27602 

iike, 
Eox 

For the At torney Ge ner al: 

Associate Commission 
991, Raleigh, Nor th 

Jesse C. Brake, Assis tant Attorney General, 
P.O. Box 629, Raleigh, Ncrth Carolina 27602 
For: The osing and consuming Public 

For the Public Staff: 

Jerry B. Pruitt, Chief Counsel, p .• o. Box 991, 
Raleigh, Ncrth carclina 27602 
For: The Using and Consuming Public 

Robert P. Page, Staff Attorney, P. o. Box 991, 
Raleigh, Ncrth Carclina 27602 
F or: The Using and Consuming Public 

BY THE COMMISSION: On July 14, 1977, Piedmont Natural Gas 
Company, Inc. (Piedmont), filed with the Co mmission a 
Petition reques ting that Rule R6-j9.2 - curtailment of g� 
2�£!iC§, adop ted in the above-captioDed docket by Order 
dated September 9, 1975, be replaced in its entirety by 
proposed curtai lment priorities attached to_ the Petition as 
Exhibit A. By Order issued July 15, 1977, the Commission 
consolidated th e ma tter for hearing �ith Docket No. G-(00, 
Subs 21 and 03, making all five No rth Carolina gas utilities 
and the Commissi on• s Public Staff parties to the 
proceedings. The Public Staff subsequently submitted its 
own pr oposed curtailment priority sys tem for considerati on. 
Hear ings were held on August 23 th rough 26, J977, and 
September 27 through 30, J977. �it nesses for the several 
parties testified with respect to both pro posals and 
suggested mod ificatio ns t o  them. The commission bas take n 
judicial notice of Opinion Ncs. 778 and 778A is sued by the 
Federal Power commission. 

Based upon 
entire recor-d 
fallowing 

the evi dence adauced at the hearings and the 
in this matter, the Commission makes the 

FINDINGS OF FACT 

1- Rule 86-19. 2 of the Eules and Regulations of the
North Carolina Utilities commission sets forth certain 
procedures and prior-ities o-f service to be followed by 
natural gas distribution c omfanies during peri ods when 
available supplies of natural gas are insufficient to s u pply 
the demands of all customers. 
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2. This Commission•s Rule Ii:6-1 9.2 was l.ast amended in 
Docket No. G-!00, Sub 24, by Order dated September 9, 1975. 
At that time, the natural gas distribution companies vere 
being curtailed by Transco �ursuant to an interim 
curtailment plan approved by the 'FPC in Docket No. RP72-:99. 

3. On October 8, 1976, the FPC issued Opinion No. 778. 
This Opinion, as later modified en December 8, 1976, by 
Opinion No. 778A, established revised curtailment procedures 
and priorities under which gas is allocated to Transco•s 
customers. These revised curtailment E)rocedures and 
priori ties are substantially different from those procedures 
and priorities which were being followed by Transco at the 
time of the l ast revision of Bule R6- I 9.2. 

4. It is important that the priorities of curtai lment
s et forth in Rule R6-19.2 be re ascnably consistent with the 
priorities of curtailment set forth in Opinion No. 778A for 
the following reasons: 

(a) If the FPC should updatE the data base perio d used
for allocation of Transco•s gas to North Carolina and this 
Commission were to aaopt curtailment priorities re quiring 
the sale of ga s to customers vho have a lov priority under 
Opinion No. 778A. Nort h Carclina could lose substantial 
volumes of gas in th e future. 

(b) Opinion No. 778A has a curtailment exempti on to
protect FPC Priority 1- FPC Priority I should be Contained 
in a separate North carclina priority to assure 
qualificat ion with this exempticn. 

(c) From time to time. laws a nd/or regulations have been
adopted which forbid the sale of gas to certain FPC 
priorities. For example, Secticn 4 of the Emergency Natural 
Gas Ac t of 1977 allowed the President to require gas to be 
delivered to FPC Priority I users, and the administrator of 
t he Act in his Order No. 6 prohibited the use of gas to 
serve FPC Priorities 4-9. Curing the 1976-77 winter. the 
State's natural gas distributcrs •oul d have been unable to 
purchase emergency gas if the North Carolina curtailment 
priori ties had require_d the sale of gas to customers in FPC 
Priorities 4-9. 

(d) Since the State's distribution companies must file
considerable data with both the FPC and this Commission. 
concerning their sale of gas by curtailment priorities, the 
adoption by this Commission of priorities which differ 
substantially from FPC priorities will require the costly 
maintenance of two separate .reccrd keeping systems. 

5. Both Piedmont and the Public staff have presented
curtailment plans to th is Commi ssion. While both of the se 
plans purport to follow the FPC Fiioritie s. the Publi c Staff 
plan re flects adjustments designed to adapt the FPC Orders 
to specific North Carolina markets. More specifically• the 
Public Staff has placed commercial usage of SO to 100 Mcf 
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per day (2. I) before industrial usage of less than 50 lief 
per day (2 .. 2); under Pied'ltont•s plan, these two are 
reversed. Also, th e Public Staff has placed commercial 
nonboiler usage above 100 Hcf per day in its 2.3 priority, 
while Piedmo nt placed some of these customers in 2.2 if they 
have no alternate fuel, and use bet�ee n 100 and 300 Mcf per 
day. Finally, the Public Staff has placed boiler fue.l 
customers between 50 and 300 Hcf per day in Priority 6.1: 
th ese cust omers fall into Piedmont's Priori ty 3.2. 

Whereupon, the commission reaches the following 

CONCLUSIONS 

The Commission is of the ci:i1:ion that both the Piedmont 
and the Public staff curtailm ent plans are well designed and 
therefore has adopted vhat it deems to be the best features 
of each. Considering the FPC priorities, specific North 
caro1ina markets, the level of  cErtailment, and t he national 
admini stration's energy proposals, the commission concludes 
that the priorities foi: curtailment of service attached 
hereto as Appendix A are just aDd reasonable ana should 
supplant present Commission Rule R6-19.2 as to the State's 
five natural gas utilities. �he commission further 

· concludes that the u tilities should continue to furnish
information which wil l enable it to monitor the levels of
servic e to all classes of customers within the new priority
plan.

IT IS, THEREFORE, ORDERED as follows: 

1. That commission Rule E6-t9.2 be, and is hereby, 
amended by substituting in lieu thereof the cui:tailment plan 
attached hereto as Appendix A. 

2. That each natural gas utility shall file vith the
commission for monitoring and review a monthly report of 
sales by priorities according to the revised Rule B6-!9.2 
adopted herein. 

ISSUED BY ORDER OF THE COHHISSION. 
This 25th day of October , f917. 

NORTH CAEOLINA UTILITIES COH�ISSION 
(SEAL) Katherine M. Peele, Chief Clerk 

NOTE: For Appendix A, see official order in the Office of 
the Chief Clerk. 
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BEFORE TRE NORTH CAROLINA UT ILITlES CONNISSIOli

In the Natter of 
Rule■aking Proceeding fer 
Pric ing of N atural Gas 
Acquired through Emergency 
Purchases 

) OEDER ANEN0ING ORDERS OF 
) e DECENBER 1976 E STABLISHING 
) ANC INPLENENTiliG POLICY FOR 
) PEICING OF EXCESS COST 

HEARD IN: 

BEFORE: 

APPEARANCES: 

) El'ERGEliCY GAS PURCHASES 

Co■mission Hearing Roo■, Ruffin Building, One 
Vest Morgan Street , l<a leigh • North Carolina, on 
February 14, 1977 , at 1 0:00 a.■• 

Chair man Tenney 1. Deane, Jr., Presiding: a nd 
Co■missioners Ben B. Roney, J. Ward Purrington, 
w. Lester Teal, Jr ., and Bartara A. Si■pson

For the Applicants: 

Donald w .  NcCoy, l!cCoy, Weaver, Wiggins, 
Cleveland & Raper, Attorneys at Lav, P. O. Box 
1688, Fayetteville, North Carolina 28302 

For: North Carolina Gas Corporation 

Jerry w. Amos, l!cLendon, Brim, B rooks, Pierce & 
Daniels, Attorneys at Lav, P. o. Drawer u, 
Greensboro , North Carolina 27402 
For: Fiedmont Natural Gas co■pany 

Ja■es N. Day, Boyce, Kitchell, Burns 
Attorneys at Law, I?. o. Box 1406, 
North Carolin a 
For: Public Service co■Fany of North 

Carolina, Inc. 

For the Intervenors: 

Willia■ H. NcCullough, Charles Meeker, 
Cannon, Adam s & NcCullou gh, Attorneys 
P. o. Box 389, Raleigh, North Carolina
For: CF Industries, Inc.

& Smith, 
Raleigh, 

Sanford, 
at Law, 

Richard B. Hicks, Jr., Attorney at Lav, TEXFI 
Industries, Inc., E. o. Box 2034 8, I 400 
Battleground Avenue, Greensboro, North Carolina 
27420 
For: TEXFI Industries, Inc. 
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For the Using and Consuming Public: 

Robert Grul:er, 
and Jerry B
General, P. o.

Special Deputy Attorney 
Fr:uitt, Associate 

Box 629, Raleigh, Noith 

For tbe Commission. Staff: 

General, 
Attocney 
Carolina 

Edward B. Hipp, Cc1nission •Attorney, N. c.
Utilities Commission, P. O. Box 991, Raleigh, 
North Carolina 27602 

Antoinette R. ,;,iike, Associate 
Attorney, N.C. Utilities Commission, 
991, Raleigh, North Carolina 27602 

Commission 

P. o. Box 

BY THE COHHISSION: On 8 tecember: 1976 the Commission 
issued an order in the abcve docket establishing its po licy 
for the pricing of the excess cost of emergency natural gas 
purchased by the five Ncrth carclina gas distributors during 
the winter period (976-77.. 'l'he Commission found in its B 
December 1976 order that lihile present Transco 
(Transc ontinental Gas Pipe line Corporation, North 
Carolina's sole supplier) gas supplies were adequate to 
serve residential customers, the existing shortage for the 
winter season created an emergency severely impacting some 
f irm customers, including commercial operations.. The 
commission therefore concluded and ordered that the five gas 
distribution c ompanies purchase quantities of emerge n cy 
natural gas sufficient to serve their firm customers during 
a colder than normal or design vinter seas on and to recover 
the excess c ost 'of such gas by a uniform prorated mcf 
surcharge to all custom ers except residential customers, 
giving tc those customers paying the surcharge the full 
benefit of the emergency gas volumes Under the volume 
variation adjustment or curtailment tracking adjustment. 

The order further provided that the . actual rate 
calculations, tariffs, and ot her filings for the emergency 
purc hase surcharge would be filed in a separate. emergency 
gas purchase rate dccket fo r each cf the five distribution 
compan ies. These dockets were establis hed by orders issued 
8 December 1976 and separate eme rgency purchase surcharges 
were a pproved thereafter. 

On 4 February \977 Public' Service company of North 
Carolina, Inc., filed in Docket Nos .. G-100, Sub 29, and G-5, 
Sub 125, a Moti on that the Commission amend its prior orders 
in these dockets so as to make the surcharge s provided 
ther ein applicable to all gas sales by t he company. In 
support of its motion, Public Service showed that as the 
result of extremely cold weather (56% colder than normal in 
January) the company has had to curtail all of its customers 
except those in Priorities R. I acd R.2 and, although it has 
been required to sell scme emergency gas to residential 
customers, the company has been unable to recover the excess 
cost of such gas fr om these customers. Public Service 
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states that it had unrecovered excess costs of emergency 
purcha se g as totaling $340,078 at 30 January 1977 and has 
contracted for the delivery of an additional 2,430,284 mcf, 
at a cost of $3,766,940 in excess of pipeline gas, for the 
remainder of the winter period. 

On 8 February 1977 Fiedmcnt Natural Gas Company, Inc., 
filed a similar moticn re guesting that the Commission 
reconsider its 8 December 1976 orders and permit the company 
to roll-in to a ll of its custoners the eYcess cost of 
emergency gas for the remainder of the 1976-77 winter 
season. Piedmont also stated' tbat some emergency gas vas 
required by the company to aeet the peak needs of its 
residential c ustomers. 

on 10 February 1977 the Commission issuea an Order setting 
the above motions for hearing en 14 February 1977 and 
requ·iring the companies to file addition al informat ion. The 
commission stated in its crder tha t it would consider at the 
hearing efforts by the utilities to purchase additio nal 
volumes of emergency gas, whether sales of large volumes of 
natural gas to high priority users have produced revenue 
sufficient to enable the utilities to cover the excess cost 
of emergency gas during the 11·inter season and wh ether 
emergency gas will be required to serve residential 
customers during th e remainder cf the 1976-77 winter season. 
The Order provided that the other three gas utility 
companies should attend the proceedings but not participate 
except up on the filing cf a petition in the matter. 

On I I February 1977 North Carclina Natural Gas Corporation 
filed its Motion for reconsideration and amendment of the 8 
D ecember )976 orders, a nd the Commission issued an order 
consolidatin g the mcticn for hearing along vi th the motions 
of Piedmont and Public Service and subject to the same 
informational reguirements. 

The ma tter came on for h earing before the Commission as  
scheduled. 

Two public vitnesse.s, representing customers of Public 
Service Company of North Carolina, Inc., and Piedmo nt 
Natural Gas Company appear ed at the hearing and presented 
their views concerning the c urrent sh ortage of natural gas 
and the need for extended time in vbich to pay winter gas 
bills. 

Charles R. Zeigler, Presi dent and Chief Executive Officer 
of Public Service Company, testified that his company serves 
110,000 residential, 14,000 snall ccmmercial, and 50 large 
commercial customers, the remainder being industrial. The 
Company completely discontinued' service to all firm 
industrial customers en 20 January 1977; c urtailment in the 
Public Service system this winter has affected some three to 
four thousand jobs. Hr. Zeigler stated that the transfer of 
sales from industrial and commercial to residentia.l 
customers has produced no increase in cents per mcf to 
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Public Service ana further that under the current pricing 
mechanism Public Service will recover only one-third of the 
excess cost of emergency purchase gas during the next two 
months, thus creating a serious cash flov problem for the 
company. Mr. Zeigler further testified that at current 
prices plus Public Service's proposed $.59/mcf surcharge to 
all customers, a residential customer would pay $3.00 per 
million BTUs for natural gas as ccmpired to $3.50 for fuel 
oil, $11-80 for electricity and $6.00 for propane. 

Public service also offered the testimony of E. L. 
Flanagan, Jr., Vice-President and Treasurer, who identified 
and described an exhibit showing the excess cost of 
emer gency purchases and comi:: uta tion of the pro posed 
surcharge� He also presented an exhibit showing d ollar and 
mcf s ales hy rate schedules for December 1975, January and 
December 1976, and January 1977 as well as the twelve m onths 
ended December )976 and January 1977. Mr. Flanagan 
testified that the margins (rewenues less  cost of gas and 
gross receipts taxes) for these periods were as follows: 
December 1975, $1,957,718 {10it/mcf); January 1976, 
$3,161,869 (81</mcf); Deceober 1916, $2,474,868 (72t/mcf): 
January 1977, $3_, 220,143 (80it1mcf); twelve months ended 3 t 
December J976, $25,265,034 (88�/mcf); twelve months ended 31 
Ja_nuary t 977 $25,323,307 (88¢/mcf). Stating that 
information was not ava ilable fer Janu ary 1977, Mr. Flanagan 
presented a statement i::er becks, of earnings for December 
)976 and the twelve months to date. 

c. Marshall Dickey, Vice !:resident, Gas Supply, with
Public Service Com.pany, test ified that weather in Pub lic 
service's are a  had been 30j cclder t1,an normal during the 
first ten days of February. He further: stated that under 
Section J3.4 of Transco•s tariffs �nd its EPX EPY 
emergency purcha se provisions, Fublic Service is unable to 
obtain emergency gas to serve indus trial customers.* 

• The Commissio n is in receipt cf a telegram from Transco,
dated JS February J977, advising that effective
immedia tely, the maximum daily limitations curren'tly in
effect with respect to remaining average daily entitlement
were being rescinded thus rendering moot Transco•s poli cy,
with respect to em ergency relief under sect ion 13.4 of its
tariffs, concerning EFX and EPY g.as.

Calvin B. Wells, Vice President with North Carolina
Natural Gas Corporation, testified that the average
tem p7ra ture in North Carolin a Natural Gas Corporation• s
service area so far this win ter has been 37i belov normal,
51% in January and 401 during the first ten to fourteen days 
in February. The Company completEly discontinued service to 
all firm industrial cus tomers en 17 January 1977, he stated, 
and has made no at tempt to obtain 112. 68 gas" (gas purchased 
under the Federal Power Commission's Statements of General 
Policy and Interpretations, J8 CPR 2. 68) for fear that such 
volumes would offset EPX volumes purchased from Transco. 
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l'!r. Wells offered exhibits, attached to North Carolina 
Natural Gas Corporation's mction, which tended to shov the 
following: in order to serve its Priority R- I and R.2 
customers during February and March, North Carolina Natural 
Gas Corporation will need to purchase J ,822,899 mcf of 
emergency gas, making a total of 3,561,115 mcf of such gas 
purcbasEd for the entire winter �eriod; as of 31 January 
j 977 Not"th Carolina Natural Gas corporati,an had recovered 
under its emergency purchase surcharge $2,284,670, or 
$629,222 more than the excess ccst cf emergency gas to date, 
leavirig $2,133,426 to be recovered over the remainder of the 
winter pe riod; maximum daily CD gas available plus average 
remain ing storage withdrawal frcm a l.l sources wi.ll be 
insufficient to meet all of the company's residential 
customer requirements for the remainder of the winter 
peri od. 

Pi edmont Natural Gas Compa ny offered the testimony and 
exhibits of Earl c. C hambers, Senior Vice President. Hr. 
Chambers stated that Eiedmont would be at.le to recover the 
excess cost of emergency purchase gas during the remainder 
of the winter period through a surcharge of $.27 p er mcf to 
all customers, a ssuming a normal •inter, but, if residential 
custo mers were excluded, the ancunt of the surcharge would 
have to be $. 89 per mcf. According to Mr. Chambet"s. 
Piedmont will have to recover $1,463,924 in excess cost of 
emet"gency gas during the remainder of the winter period, 
a ssuming normal weather, and $2,059,215 if the weather is 
15% colder than normal. He further testified t hat as of 
8�00 a.m. en 14 February 1977 tempera tures in Piedmont's 
service area were running 28. 3'.i coldet" than normal. Mr. 
chambers• exhibits showed that Piedmont has already used 
emergency purch ase gas to serve residential customers and 
tha t supplie s other th an emeI:"gency gas will he in sufficient 
to meet resident ial reqUiI:"ement s  during the remainder of the 
winteI:" period. 

Based upcn 
utilities, and 
commission makes 

the 
the 
the 

foregoing, the 
entire record 

following 

FINDINGS C} FACT 

mot ions 
in thi s 

of the 
matter, 

gas 
the 

1. That, since the issuance of the ccmmission•s o rders 
of 8 DecembeI:" 1976 in. these dockets, the shortage of natural 
gas to NoI:"th carclina for the winter heating season has 
deepened due primarily to sevece weather conditions in this 
state as well as in Transco 1 s entire serv ice area. 

2. That each of the three major gas distributors in 
North Carolina has had to curtail service to all firm and 
interruptible industrial customers and is presently serving 
only its customers in Priorities B.I an d R.2. 

J. That 
appear to 
residen tia 1 

remaining entitlements of CD-2 gas from Transco 
be suffic ient to meet the requirements of 
(B.2) customers under normal veather conditions. 
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4. That, in additicn to flcMing gas supplies, emergency
gas purchases have been and will continue to be needed to 
serve the peak requirement s of residential (R.2) customers 
on colder than normal days for the remainder of the winter 
heating season. 

5. That the winter in North Carolina has averaged 38%
colder than normal through JanuarJ t977. 

6. That, under the current pricing policy established by
the Commission in this docket, the three major gas
distribut ors will te unable tc recover the full excess cost 
of emergency gas purchases by the end of the winter beating 
season. 

7. That additional revenues 
sales mix due to colder than 
det et:minable at this time. 

resulting from changes in 
normal we ather are not 

8. That no chang e in circumstance sufficient to justify
rolling-in the excess cost of emergency purchase at this 
time has been shewn. 

9. That it is reasonable and fair to  reguire residential
(R.2) customers to pay the excess cost o.f emergency natural 

gas used to serve them in severely cold weather during the 
remainder of the winter heating season as nearly as can be 
determined. 

Whereupon, the commission reaches the following 

CCNCLUSlONS 

While the evidence of reccrd in thi s proceeding is 
inconclusive with respe ct to rblled-in pricing of the excess 
cost of emergency gas during the remainder of the winter 
heating season, it is cleai: that circumstances have changed 
since the commissi on issued its orders of 8 December 1976. 
Some emergency purchase gas has in fact been used to serve 
residential (R.2) customers, and indications are that this 
is likely to be the case for the rerrainde r of the season if 
temperatures continue to average 38% colder than normal. 
The evidence further shews that, •ith the curtailment of all 
industrial users, thre e of the gas distribution companies 
will be unable under pi:esent pricing policies to recover all 
of the excess cast of emer gency gas purchases by 31 March 
1977, the end of the cui:r ent winter heating season. 

Accordingly, the Commission concludes that -its orders of 8 
December 1976 should be amended in the following manner: 
assuming, that the remaining .sup�lies of CD-2 gas for 
February and March 1977 are used first to serve R.2 
customers under the Commissicn•s priority system; and, 
furthe r, assuming that remaining storage volumes are 
allocated to Priority R.2 customers based on the ratio of 
Priority R.2 sales teguirements to total sales as forecasted 
for the period I November 1976 to 31 March 1977, assuming 
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normal weather, under the FPC 467-B PlaDi and, further, 
assuming that the resulting l:alallce of R. 2 requirements 
under 38% colder than normal weather conditions are 
satisfied by emergency purchase gas, the three gas 
distribution companies Mhich Farti cipated in the instant 
proc·eedings should file tariffs ref.lecting i:evised 
surcharges to enable them to reccier from residential (R.2) 
customers that portion of the excess cost of emergency 
p urchase gas required to serve them during 38% colder than 
normal weather and to recover the remainder of the excess 
cost of such gas from all other customers during the 
remainder of the winter heating season. 

The Commission further concludes that the utilities should 
keep their customer billing tapEs for the next tvo months or 
billi ng cycles so that, shculd anticipated colder t h an 
normal temperatures not be experienced, the commission may 
determine in another hearing �hat a mounts, if any, should be 
refunded under the revised tariffs filed pursuant to this 
order. The Commission will alsc consider in a later hearing 
whether, to the extent additional revenues result from the 
change in sales mix due to cclder than normal weather 
conditions from I January 1977 to 31 Harch 1977, such 
revenues should be used to offset the actual excess cost of 
emergency purchase gas recoveratle by the utilities. 

FURTHER CONCIUSION 

Company witnesses in this procE:eding testified that their 
residential cus tomers have achieved up to 10% conservation 
in natural gas usage while experiencing severely cold 
wea ther. The Commi ssion is of the opinion that such efforts 
are commendable and urges that they continue. The 
Commission cautions, ·however, that as long as CD-2 gas 
volumes supplied by Transco are supplemented by ever
increasing awounts of emergency �urchase gas and gas from 
other sources in order to meet firm requirements, including 
residential, the cost of gas to the utilities and the retail 
price to all customers may be expected to rise and even 
greater cons erva ti on will be needed. 

IT IS, THEREFORE, ORDERED as follows: 

I. That , to the extent not allowed by the provisions of
this order, the motions of Public service Company of North 
Carolina, Inc., Piedm ont Natural Gas Company, Inc., and 
North Carolina Natural Gas CorFcration in the above dOckets 
are hereby denied. 

2. Tha t Public Service Company of North Carolina, Inc.,
Piedmont Na tural Gas Company, lnc., and North Carolina 
Natural Gas corporaticn shall file on one day's n otice 
subject to Commissi on revi ev and approval tariffs in Docket 
Nos. G-5, Sub 125, G-9 ,. Sub J 62 and G-21, Sub J 60, 
respectively, reflecting revised surcharges to enable them 
to recover from residential customers o ver the next two 
billing cycles that pcrtion of the excess cost of emergency 
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purchase gas required in addition �o CD-2 gas and all.oca ted 
stot"age to serve them unde r 381 cclder than normal. weat her 
and to recover the remaining excess cost of such gas from 
all other customers during their next tvo billing cycles, 
s aid t ariffs to be accompanied by Undertakings f or Refund of 
any amounts collected ther eunder which later may be found 
unjust and unreasonable by the Cc ■mission.

3. That Public Service Cottfany of North Carolina, Inc., 
Piedmont Natural Gas Company, Inc., and North Carolina 
Natural Gas corporation s hall calculate t h e  e mergency gas 
volume s required to serve residential customers for the 
period I February 1977 through 31 March 1977 assuming 38% 
colder than· normal we ather as follows: 

a. Determine Priority R.2 volume requirements for the
period . 

b. Allocate al l CD-2 volumes to Priority R.2 customers .. 

c. Allocate remaining storage volumes to Priority B.2 
cust omers based on the ratic of the Priority B.2 
requirements to total sales as forecast for the period I 
November 1976 through 31 March 1977' assuming normal we ather 
under the FPC 467B Plan • 

. d. _Determine the supply deficit to meet Priority R .. 2 
requirement s by deducting items b and c from item a ..

e. The deficit determined in item d
to serve 

represents the 
Priority R. 2 volumes of emergency gas required 

customers. 

Th e rate shall be calculated based on the volume 
requirements of all customers receiving gas for th e period I 
February 1977 through 31 Harcb I 977 under 38% colder than 
normal weather conditions .. 

4. That the revised tariffs filed pursuant to this order
shall terminate at the end of the next tvo billing cycles of 
each of the three ccm1=anies. " 

5.. That Public Service Company of Nortb Carolina, Inc., 
Piedmont Natural Gas Company, lnc .. , and North Carolina 
Natural Gas Corporation shall retain all individual customer 
billing tap es for the next tvo tilling cycles and shall 
report to the commission fer review and analysis by tbe 
commission Staff, on or before 30 Apri l 1977, the excess 
costs incurred and the monies reccvered under the surcharges 
approved by the Commission to enable the m  to recover the 
excess cost of emergency gas puq:h ases during the 1976-77 
wint er season .. 

6. That this matter shall 
Thursday, 19 Hay 1977, at 9:30 
Hearing Room, Ru ffin Bui.lding, 
Raleigh, North Carolina, for the 

be set 
a .. m., in 

One West 
purpose 

for hearing on 
the Commission 

Horgan street, 
of determining 
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whether further rate adjustments are required in order to 
account for over or under collections under the emergency 
purchase surcharges approved in this docket. 

7. That upon the filing of affidavits showing a change 
of conditions in their service areas a nd an inability to 
recover the excess cost of Emergency gas during the 
remaining two ■ooths of the 1976-77 winter heating season, 
Pennsylvania and Southern Gas Company, North Carolina Gas 
Service Division, and United CitiEs Gas Company shall be 
allowed to file tariffs, reflecting revised surcharges 
pursuant to the conditions contained in this order, subject 
to Commission review and apprctal. 

8. That Public Service COllfany of North Carolina, Inc.,
Piedmont Natural Gas Company, lnc., and North Carolina 
N atural Gas C orporation shall give appropriate notice to 
their custome rs, by bill insert, of the actions taken 
herein. 

9. That,
orders of 8 
reaffirmed. 

except as amended herein, the Coa■ission•s 
December J976 in thes e  dockets are hereby 

ISSUED BY ORDER OF THE CO!!KISSICN. 
Thi s 18th day of February, (977. 

(SEU) 

NOBTH CAiOLINA UTILITIES COKKISSION 
Anne L .  Clive, Deputy Clerk 

DCCKE! NO. G-(00, SUB 29 

PURRINGTON, COll!!ISSICNER, CCNCU.llRING: I dissented fro■ 
the December 8, (976, Order in this d ocket. I did not and 
cannot agree with the policy established therein which 
ass igned "cheap" CD volumes tc customers designated for 
highest priority service and allocated emergency gas (and 
its excess costs) to the remaioirg customers whose needs 
were assumed to necessitate its purchase. 

However, at this point more than halfway through the 
winter's heating season, I feel it is more important to be 
consistent than to he right. The using and consuming public 
is entitled to whatever small a1cunt of certainty ve can 
assure them io the wildly fluctu ating natural gas market. 
This amending Order is consistent with the policy stated in 
the December 8 Order. For that reason, I concur. 

J. Ward Furrington, Commissioner

DOCKET NO. G- JOO, SUB 29 
DOCKE T NO. G-�, SUB I 25 
DOCKE! NO. G-9, SOB (62 
CCCKET NO. G-�t, SUB 160 

TEAL, CO!!!!ISSIONER, CONCURBING IN PART AND DI SSENTING IN 
PART: I concur in that part of the Co■■ission Order that 
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concludes a need eKists to revise rates in order to recover 
the increased ccst cf emergency gas. 

I dissent from the cost allocation which this order 
provides. 

Th is hearing was held for the purpose of considering 
requests from the companies to reconsider the Commission's 
Order of December 8, 1976 (to which I dissented). 

The main thrust of the testimony adduced at the hearing 
dealt with the results of the recent unexpected cold 
weather. The testimony tended to support the companies• 
contentions that the shifts in vclumes (resulting from the 
shortage of gas and the implementations cf the priority 
schedule) coupled with the rate disparities embodied in the 
December 8, 1976 Order, prevented those rate schedules from 
achieving their purpose of recovering the excess cost of the 
emergency gas. For this reascn the companies asked for 
further rate relief in this proceeding so that the cost can 
be recovered in the remaining part of the winter season. 

The Commission in this Order did not avail itself of the 
opportunity to correct the inequities of the December 8, 
I 976 Ordei; (by rolling in the e:xcess cost of emergency gas 
to all users) , but rather has ccupounded the inequity by 
incrementally pricing to the small commercial cust omers 
(some of whom are resi dential) the remaining unrecovered 
cost of al.l emergency gas pur-chased over the entire winter 
seas on in the next two months' usage. 

To illustrate the inequity that I see in both of these 
orders we need only ccmi;are the level of rates (as a 
percentage of the rate prior to the December 8, 1976 Order) 
of an average residential c ustcmer with th a t  of a small 
commerc ial customer as a result cf these tvo orders. 

R esidentia 1 
Small Commercial 

Prior to I 2/8/76 
Order 

(OOW 
I 00% 

I 2-8-76 
Order 

(06% 
(36% 

This 
Order 

(08% 
(76% 

If the ra tes charged the different classes of customers 
were fair and reasonable prior tc the December 8, 1976 
Order, then they could hardly have been fair and reasonable 
after the December 8, \ 976 Order whiCh increased one class 
by 36% and the other by 6% increasee Then, some two months 
later, to have the opportunity to make a 11 mid-stream11 

correction and to instead compound it to the extent of 
increa sing one class by 76% and the other by only 8% needs a 
much heavier weight of evidence to support this 
discrimination than I can find. 

The Commission relies on the "priority" system which 
governs the allocations of supplies in the event of shortage 
and is the basis on which the FPC allocates the cheaper CD-2 
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gas to the pipelines. The Commission Order of December B, 
I 976 and the tariffs supForting it refute this in that some 
residential customers, i.e. fUblic housing and master
metered apartments are served on rate schedules whic h 
include the surcharg e. 

The testimony given by the putlic witnesses only requested 
extended or more liberal terms for payment of the higher 
winter bills for low-fixed inccue users. They did not ask 
for .preferential price treatment. No small commercial 
customers were represented at tbe hearing. 

A rolled-in price to all customers for the two-month 
period wcu ld represent an increase in rates of about 25j for 
the tvo remaining months for residential and a decrease of 
3% f or small commercial. This vculd be the equivalent to 
about 331 increase in I'ates fer all users for the entire 
winter season which I deem reasonable. Even if this were 
done, residential users of natural gas would be in a much 
more favorable position than those heating with otheI' fuels. 

All costs 
receiving gas 
as needed due 

of gas should be rolled in to all customers 
and liberalized credit teems should be granted 
to the extreme winter c onditions. 

w. Lester Teal, Jr., commissioner

DOCKET NO. G-JOO, SOB 31 

BEFORE TBE NORTH CAROLINA UTILI1IES COMMISSION 

In the Matter o f  
Classification o f  Gas 
Utilities In Accordanc e with 
G. S. 62-300 

OHDER CLASSIFYING GAS 
Il!ILITIES UNDER G.S. 62-300 

BY THE COMMISSION: G.S. 62-300 prescribes fees and
charges for fili�g of rate increases which the Commission 
shall receive in accordance with the classificati on of 
utilities as provided in the rules and regulations of the 
Commission. The Commission is of t he opinion that customers 
of natural gas companies with less than $10,000,000 annual 
revenue will be subjected to unreasonable filing fee expense 
unless such compani es are classified as Clas s D utilities 
under G.S. 62-300. '!he Commission i s  therefore of the 
opinion tha t with respect only tc G.S. 62-300, the following 
definitions fol" gas u tilities should be used: 

1- Gas utilities ha·ving annual gas operating revenues of
$10,000,000 or more from its operations within North 
Carolina shall be considered Class A utilities. 

2. All ether ga s utilities shall be  conside red Class D
utilities. 

Ba sed on th e above, 
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IT IS, THEREFORE, ORDERED: 

I• That · gas utilities having annual gas operating 
revenues of $10,000,000 er more from its operations within 
North Carolina shall be considered Class A utilities for 
purposes of fees and charges under G.S. 62-300. 

2. That all other gas utilities
for purioses cf fe"es 

shall be considered 
and charges under Class D utilities 

G.S. 62-300. 

ISSUED BY ORDER OF THE COMMISSICN. 
This 25th day of February, 1977. 

(SEH) 

NOETH CAROLINA UTILITIES COMMISSION 
Katherine H. Peele, Chief Clerk 

DOCKET NO. G-100, SUB 33 

BEFORE THE NORTH CAROLINA UTILI'IIES COMMISSION 

In the Matter of 
Docket No. G-100·, Sub 33: OEDER FOR PUECHASING AND 

FEICING OF EXCESS COST OF 
EMERGENCY GAS FOR THE 
1977-1978 WINTER HEATING 
SEASON 

Rulemaking Proceeding for 
Pricing of Natural Gas 
Acquired through Emergency 
Purchases 

HEARD IN: 

DATES: 

BEFORE: 

APPEARANCES: 

Main Commission F.earing Room, Dobbs Building, 
Raleigh, North carclina 

August 23 
1977 

26, 1977, and September 27 - 30, 

Chairman Robert K. Koger, Presiding; 
Commissioners Tenney I. Deane, Jr., Ben E. 
Roney, Sarah Lindsay Tate, Dr. Robert 
Fischbach., John W. liinters, and Dr. Leigh B. 
Hammond 

For the Respondents: 

Brian E. O'Neill, Attorney at Law, 
Transcontinental Gas Pipe tine corporation, 
P.O. Box 1396, Housten, Texas 77001 
For: Transcontinental Gas Pipe Line 

Corporation 

Thomas F. Ryan, Jr., Gallagher, Connor & 
Boland, Attorneys at Law, 821 15th St., N.W., 
Washington, D.C. 20005 
For: Transcontinental Gas Pipe Line 

corporation 
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F. Kent Burns and James H. Day, Boyce, 
Mitchell, Burns & Smith, Attorneys at Lav, P.O. 
Box 1406, Raleigh, North Carolina 27602 
For: Public Service Company of North 

Carolina ,. Inc. 

Donald w. Mccoy, Mccoy, 
Cleveland & Baper, Attorneys 
Fayetteville, North Carolina 
For: North Carolina Natural 

Weaver, Wiggins, 
at Lav, B ox 2129, 
28302 
Gas Corporation 

Jerry w. Amos, Erooks., Pierce, McLendon, 
Humphrey & Leonard, Attorneys at Lav, P. o. 
Drawer U, Greensboro, North Carolina 27402 
For: Piedmont Natural Gas Company, Inc.

T. Carlton Younger, Jr., Brooks, Pierce,
l1cLendon, Humphrey & Leonard, Attorneys at Lav,
P. o. Drawer u, Greensboro, North Carolina
27402
For: United Cities Gas Company and

Pennsylvania & Southern Gas Company 

For the Intervenors: 

David R. Hillier, Fieldcrest Hil�s, Inc., 326 
E. Stadium Drive, Eden, North Carolina 27288
For: Fieldcrest 1'1ills, Inc.

Thomas R. Eller, Jr., Attorney at Lav, I 04 
Finley Building, 3301 Executive Drive, Raleigh, 
North Carol.ina 27609 
For: N. C. 'Iextile Manufacturers Association

and American Eaker ies Company, Inc. 

J. Melville Eroughton,
Broughton & Boxley, Attorneys
Raleigh, North Carclina 27606
For: The Ball corporation

Jr., Broughton, 
at Lav, Box 2387, 

Thomas H. Steed, Jr., Alle n, Steed & Allen, 
P.A., Attorneys at Law, P. o. Box 2058, 
Raleigh, North carclina 27609 
For: Ovens-Illincis 

Keith R. McCrea, Grove, .Jaskiewicz, Gilliam & 
C obert, Attorneys at Law, 1730 M Street, N.ff., 
ffashington, D. c. 20036 
For: Owens-Illinois 

Henry S. Hanning, Jr., Joyner & Howison, 
Attorneys at La�, F. C. Box 109, Raleigh, North 
Carolina 27602 
For: Aluminum comfaDy of America 

Jacqueline Bernat, Attorney at Lav, Aluminum 
company of America, Fittsburgh, Pennsylvania 
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For: Aluminum Ccmi:any of America 

Harold H. smith, Attorney at Law, Cannon Mills 
Company, Kannapolis, North Carolina 28025 
For: cannon Mills ccmpany 

H. Alexander Biggs, Biggs, t'IEadows, Batts,
Etheridge & Winberry, A.ttorneys at Lav, P. a.
Drawer ]53, .Rocky Mcunt, North Carolina 27801 
For: Brick Association of North Car olina 

Charles Winberry, Biggs, Meadows , Batts, 
Etheridge & Winberiy, Attorneys at La�, P. o. 

Drawer J 53, Rocky !!ount , North Carolina 2780 I 
For: Brick Association of No.rth Carolina 

William H. McCullcugh and J. Allen Ada ms, 
Sanford, Cann on, Adams & McCullough, I?. a. Box 
389, Raleigh, North Carolina 27602 
For: CP Industries, Inc. 

Anthony E. Cascinc, Attorney at Law, CF 
Industries, Inc., Salem Lake Drive, Long Grove, 
Illinois 60047 
For: CF Industries, lnc. 

Williare G. Hancock, Everett, Everett, Creech & 
Craven, Attorneys at Lalli', P. a. Box 586, 
Durham, No rth Carolina 27702 
For: Glen Lenncx Ccrpcration; Robinson O. 

Everett, d/b1a Pcplar Apartments and 
Holly H ill AFartments; University Housing 
corporation; Alastair H ousing 
corpor ation; J. w. York & Co.; F:red s.

worthy, Jr., and Harvin L. iachtel III, 
d/b/a Glenwccd Arms Apartments 

For the Commission Sta ff: 

Edward B. Hipp, ccmmission Attorney, P. o. Box
991, Raleigh, North Carolina 27602 

Antoinette R. 
Attorney, P. o. 

Carolina 27602 

iike, 
Eox 

For t he Attorney General: 

Ass ociate Commission 
991, Raleigh, North 

Jesse 
F. O. 
For: 

c. Brake, Ass istant Attorney General,
Box 629 r Raleigh r N orth Carolina 27602 

The Using and consuming Public 

For the Public Staff: 

Jerry B. rruitt, Chief counsel, P. a. Box 991, 
Raleigh, Ncrth cal'.clina 27602 
Foe: The Using and Consuming Public 
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Bobert F. Page, staff Attorney, P. a. Box 99f, 
Raleigh, North carclina 27602 
For: The Using and Consuming Public 

BY THE CO!SHISSION: On July jS ,. 1977, the Commission 
issued an Order establishing a rcle-making proceeding for 
the purpose of revie111ipg the Minter gas supply forecasts of 
North 'Carolina's five natural gas d-istribution companies and 
of considering aiternative methcds of pricing emergency gas 
purchases for the 1977-(978 winter heating season. The five 
utilities a nd the Public staff of the Commission were made 
parties to t he proceedings and 111ere required to present 
evidence re lating to total gas supply, emergency purchases 
under varying weather conditions, Fricing methodologies, and 
the price of alternate fuels. The utilities were also 
required to sponsor a witness to report on the national 
administration•s energy plan as it relates to the supply and 
pricing of natural gas to North. Carolina. The Director of 
the Energy Division of the Nct:th Carolina Depa�tment of 
commerce vas invited to testify on the prospecti ve 
availability of alternate fun4s in the State during the 
1977-1978 winter period·. The matter was consolidated for 
bearing vith proceedings in Deck et No. G-1 00, sub_s 21 and 
2�, upon wh ich the Commission is issuing separate Orders. 

Based upon 
entire record 
following 

the evi dence adduced at the hearings and the 
in this docket, the commission makes the 

FINDINGS OF FACT 

1- The State of North Carclina is one of the most
severely impacted states in the country vith regard to the 
deficiency of contract volumes cf nat ural gas because of the 
depP.ndency of North Carolina on a s ingle pipeline supplier, 
Transco. curtailments of service by Transco to the State 
will be approximately 65i of ccEtiact volumes for the winter 
sea son November I, 1977, through March 31, 1978. 

2. The shortage of contract volumes of natural gas
creates a temporary imbalance in supply and demand during 
the winter season which could severely impact customers who 
have traditionally purchased natural gas on a 11firm 11 basis. 
Under the priority system for curtailment of service of 
natural gas (approved this day by Order issued in Docket No. 
G-100, Sub 2Q), the presently anticipated supplies of 
natural gas will not ser ve all of these traditionally firm 
customers in Priorities I and 2� 

3. In order to provide nat�ral gas service to customers
in Priorities J and 2, the natu ral gas distribution 
companies must purchase additional supplies of gas. These 
a dditional supplies of gas are av ailable only through the 
purchase of "emergency g'as n under the provisions of Section 
2.68 of the General Rules and Begulations of the FPC at 
estimated premium of SJ.75 per Mcf over the price for 
Transco•s CD-2 service. 
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4. In the past, various pricing methods have been used 
to enable the natural gas utilities to recover the excess 
cost of emergency gas purchases: (a) Rel.led-in pricing in 
which such cost is included in the aggregate purchased gas 
cost of the utility and recovered on an average cost per 
�nit basis from all customers; (b) i ncremental pricin g in 
which such cost is torne by the customers creating the 
immediate requirement for additional supplies; and (c) 
modified rolled-in pricing in which such cost is borne by 
all customers except residential customers. For the present 
summer season, April I, 1977, to October 31, 1977, such 
costs are being reccvered from all customers on a fully 
rolled-in basis. 

5. There is pending before the congress energy 
legislation which will affect the pricing, priority of 
service, and availability of natural gas. It is antici pated 
that .this legislation will be enacted before the summer 
sea_son of t 91 B. 

6. The nat ural gas utilities derive no profit from the
p urchase.and sale of emergency gas as only the excess cost 
of such gas. is recovered fro• the customers of the utilities 
without mark-up or return upon such purchases or revenues. 

7. In order to serve the Priorities I and 2 markets
during the winter season with a reasonably minimal 
possibility of curtailin g service to the essential "firm" 
industrial 11.arkets in Priority 2, it is necessary that the 
natural gas utilities be allowed to purchase, and recover 
the excess cost of, sufficient guantities of emergency gas 
to serve these markets on a design or colder than normal 
weather basis. 

8. CF Industries, Inc., a Fticrity 2.7 customer -of North
caro,lina Natural Gas .Ccrporaticn, ha s stated in this 
proceeding that i t  does not desire that a ny emergency gas be 
purchased to maintain service to it during the winter 
season. 

9. Purchases of emergency gas for service during the
winter period afford certain prctection to the Priority I 
markets of each natural gas utility as such emergency 
purchases add to th'e total gas supply available to meet· 
extraordinary weather conditions or reductions in flowing 
gas supplies during the course cf the winter by the State's 
sole supplier of natural gas. Such purchases also provide 
peak day protection against loss of s�rvice during periods 
vhen storage gas cannot be withdrawn in quantities necessary 
to m eet the full demands on such days. The exte�t to which 
industrial, commercial and residential customers, 
respectively, benefit from FUrchases of eme rgency gas. is 
related to, but not determined by, the priorities for 
servin g such customers and caD11ct be quantified precisely. 

10. In addition to the dii:ect i■pact of curtailment on
all ga s customers, the shortage of gas for industrial uses 
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adv ersely affects the econc■y cf the State through higher 
prices for alternate fuels and loss of jobs in the event of 
plant closings. 

11 • That Pied■o nt' s a lloca ticn of 7 Ill of its gas supply 
to North Carolina and 2911 to South Carolina is not 
consistent vith the present allccations of gas to Pied■ont 
under Transco•s FPC allocations, and must be reviewed to 
a chiev e  har■ony in the allocaticns between Pied■ont•s North 
Carolina and South Carolina custo■ers. 

Whereupon the co■mission reaches the following 

CONCLUSIONS 

1. The i■pact of deep curtailments of contract volu■es 
of natural gas service to the Ncrth Carolina natural gas 
utilities, which vill require curtailment of service to 
custo■ers in P riority 2, creates an e■ergency for the winter 
season Nove■ber I, t977, to March 31, t 978, vhich requires 
the gas utili ties to purchas e e11ergency gas in order to 
Maintain service to residential and essential co■■ercial and 
industrial ■arkets. 

2. The industrial ■arkets t o te served are high priority
markets requiring gas service for process uses vith no 
alternative fuel capability or only propane standby. The 
■aintenance of producticn and eaploy■ent in these plants is
necessary to the econo■ic vell-being of the State and its
citizens. 

3. Each of the natural gas utilities should be 
authorized to pu rchase e■ergency gas for this winter season 
in quantities sufficient to serve their P riority t and 
P riority 2 ■arkets (except for service to those c usto■ers in 
P riority 2.7 who have elected not to receive service this 
season), such quantities to be calculated by each utility 
using its design weather basis. I n  the case of Pied■ont 
Natural Gas Co■pany, In c., such purchases should assu■e the 
allocation of 7111 of Pied■ont•s conventional sources of 
supply to North Carolina. The approv al of purchase of E gas 
volu■es based on allocation of 7111 of Pied■ont•s gas supply 
to North Carolina is vi thout prejudice to further Orders, 
investigations and proceedings to deter■ine the adequacy of 
Pied■ont•s gas supply to North Carolina and to order such 
re■edies and relief as may be necessary to achieve equitable 
allo�ation of Pied■cnt•s gas supply betveen its North 
Carolina custo■ers and its South Carolina custo■ers. 

4. The excess cost of the e■ergency gas should be 
prorated by a for■ula giving \eight to the benefits vhich 
the respective classes of custo■ers ■ay receive fro■ the 
purchase of t he e■ergency gas. 1he residential custo■ers 
should be charged only 501 of the surcharge assigned to 
industrial custo■ers, for the reason that the priority plan 
assigns the■ first priority on the CD gas supply and they 
would not need e■ergency gas during a nor■al vinter. If the 
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weather goes colder than JOJ below normal as it did last 
winter, they will need emergency gas and since the priority 
plan assigns them first priority on the emergency gas, 
equity requires that they bear a portion of the cost of this 
gas. Commercial. customecs should pay 75% of the surcharge 
imposed on industrial' customer�, as t he weighting ass igned 
to their relative benefits and protection afforded to them 
from the safeguard attrihntable to purchasing the emergency 
gas., The industrial customers should be assigned the I 00% 
surcharge weighting because of their likelihood of receiving 
the emergency gas, even though it is subject to the prior 
claim of residential and cc111n:ercial ·customers. The 
commission further concludes that equity requires that the 
benefits from the application of the emergency gas supplies 
to the volume variation formula (VVAF or CTA) should be 
assigned on the same proporti onate basis to the customer 
classes, respectively, who pay for the e mergency gas. The 
increases will be offset to a considerable degree by the 
decreases in the volume adjustuent (CTA) formula, and al.l 
customers vill be impacted �n the least manner possible 
consistent with t he overall need for emergency gas to meet 
the system demands in case of ano"ther extremely cold winter. 

5. The excess cost o f  the emergency gas for the winter
season shall be collected by a suxcharge applicable to all 
customers receiving servi ce during the vinter period on the 
following basis: �ach utility shall calculate surcharges 
such that the surcharge to residential cu stomers is one-half 
that to indus trial customers and the surcharge to commercial 
customers is three-fourths that to industrial customers. 
Benefits derived from the application of the vol•umetric 
variation adjust ment formula (VVAF) or curtailment tracking 
adjustment rate (CTA) resulting from the additional volume 
shall be apportioned to each customer class (resid ential, 
commercial and industrial;) on the basis of the percentage 
rela tionship that the cost of emergency gas assigned to each 
customer class bears to the total cost of. such emergency 
gas. Each of the ·gas utilities (except Pennsylvania and 
southern and United cities, who will purchase no emergency 
gas during the I 977-78 winter heating season) shall file 
revised tariffs, effective November I, 1977, reflecting the 
above adjustments for the period ending Harch 31, 1978, 
subject to a true-up or revision for; any changes in said 
rates based upon changes in the amount of CD volumes 
supplied by Transco. 

IT IS, THEREFORE, ORDIBED as fellow s: 

1. · That North Carolina Natural Ga s corporation, Piedmont
Natural Gas compa�y, Inc., and Public service ·Company of 
North Carolina, Inc., are hereby authorized to purchase 
sufficient quantities of emergency ga s to serve . their 
Priorities I and 2 markets according to  each company's 
respective design winter wea ther (except for Priority 2.7 in 
the case of NoI:'th Carolin a Natural Gas Corporatioia) in 
addition to regular sources of supply durin g the J 977-78 
heating seascn. 
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2. That the utilities named above shall file revised 
tariffs effective November I, IS77, to recover the excess 
cost of such emergency gas and to reflect the reduction in 
the CTA rates resulting from pucchase of these additional 
volumes. 

(a) T)l.at the emei:-gency gas surcharge shall be calculated 
such that the surcharge to residential customers is one-half 
(1/2) of the surcharge to industrial customers an d the 

surcharge to commercial customers is three-fourths (3/4) of 
that to industrial customers. 

(b) That the emergency gas surcharge rate per HCF to be 
billed customers cf Public Service Ccmpany of North 
Carolina, Incorporated, based upcn winter se ason volumes of 
approximately 17,483,904 MCF and an excess cost of emergency 
gas of approximatel y $2,538,758, shall be as follows: 

Residenti al 
Commeccial 
Industrial 

$. 10994 
• 16492
.2 I 989

(c) That the emergency gas surchar ge rate per MCF to be 
billed customers of Piedaont Natucal Gas Company, 
Incorporated, based upon winter season volumes of 
approximately 18,447,238 MCF and an excess cost of emergency 
gas of approximately $3,266,820, shall be as follows: 

Resident ial 
Commercial 
Industrial 

$. 13631 
• 204 46
• 2726 I

(d) That the emergency gas surchacge rate per !'!CF to be 
billed customers of North Carolina Natural Gas Corporation 
b ased upon vinter season volumes of approximately 10,523,774 
HCP and an excess cost of emergency gas of approximately 
$2,694,344, shall be as follows: 

Residential 
Commercial 
Industrial 

$.18413 
.27619 
.36826 

(e) That the total dollar amount of the benefits derived
from application of the volumetric variation adjustment 
formula (VVAF) or curtailment tracking adjustment rate (CTA) 
resulting from purchase of the emergency gas volumes shall 
be apportioned to eac h customer c lass (residential., 
commercial and industrial) on the basis of the percentage 
rela tionship that the cost of emergency gas assigned to each 
customer class bears to the tota1 cost of such emergency 
gas. 

(f) That each utility s hall file with the Chief Clerk of
the commission a calculation of its CTA rates reflecting 
apportionment of the benefits derived from application of 
the voluaetric variation adjustment formula (VVAF) or 
curtailment tracking adjustment rate (CTA) res al ting from 
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purchase of the emergency gas volumes as set forth in 
paragraph (e) above. 

ISSUED BY ORDEB OF TH E COH!HSSICN. 
This 25th da-y of October, 1977. 

NOETH CAEOLINA UTILITIES COMMISSION 
(SEAL) Katherine H. Peele, Chief Clerk 

Deane, com11issione·r, no t participating .. 
Hipp, Coamissioner, abstaining. 

DOCKET NO. G-100, SUB 3Q 

BEFORE THE NORTH CAROLINA UTILI�IES COMMISSION 

ORDER Al'PROVING 
AMENDMENTS TO 

In the Hatter of 
Amendment of Rule R6 to eliminate 
duplication of provisions of 
safety requirements RULE R6 NATURAL GAS 

BY THE COHHISSION: In March, 1970, the Commission amended 
Rule R6-39 by incorporat�g the minimu11 federal safety 
standards as prescribed in 49 CPR Pai:t (92, except where 
North Carolina lav exceeds or is more stringent than the 
standards adopted in the above-mentioned federal 
regu lations. This incorporation has resulted in the 
duplication of some provisions of Rule BG. 

The Commission is of the opinion that the provisions of 
the folloving rules are covered in Rule R6-39(b). 

R6-5 (6) 
86-5 (7) 
R6-5 (13) 
R6-21 (I) 

and (8) 

R6-31 
R6-q2 
R6-qJ 
R6-qq 
R6-q5 
R6-q 6 

IT IS, THEREFORE, ORDERED THAT: 

( I) Rule R6 Natural Gas, te, and hereby is, amended as 
follows: 

(a) 

(bl 

(c) 
(dl 

R6-5 (6), (7) , and ( I 3) , be deleted in their 
entirety and sobparagraphs (8), (9), (10), 
(Ill, and (12) be renumbered (6), (7), (8), 
(9), and (10) respectively. 

B6-21 ( I) be deleted and the entirety 
vith the words, n( I) The ASl'IE Guide 
Piping systems Appendix G-K 
classification)·" 
R6-21 (8) be deleted in its e ntirety. 
B6-3 I be deleted in its entirety. 

replaced 
for Gas 
(Leakage 
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(e) R6 -42 be deleted in its entirety.
(f) R6 -43 be deleted in iti: entirety.
(g) R 6-44 be deleted in its entirety.
(h) R6-45 be deleted in its entirety.
(i) R6-46 be deleted in its entirety.

ISSUED BY ORDER CF THE COlll'IIS�ION . 
This the 5th day 

(SEAL) 

of October, 1977. 

NORTH CA60LINA UTILITIES COIIIIISSION 
Katherine II. Peele, Chief Clerk 

DOCKEt NO. P-100, SOB 32 
DCCKET NO. P-100, SUB 42 

BEFORE THE NORTH CAROLINA OTILIHES COlllUSSION 

In the !latter of 
Petition of Carolina Telephone and ) ORDER IIODIFYING 
Telegraph Ceapany for an Investigation ) ORDER INSTITUTING 
of the Intrastate Toll Bate of Return ) INVESTIGATION INTO 
or Settlement Ratio and for an Increase) INTRASTATE TOLL 
in Intrastate To ll Rates If Appropriate ) RATES AND CHARGES 

BY THE COIIIIISSION: On !latch IO, 1977 the Coaaission

issued in Docket Nos. P-100, Sub 32 and P-100, Sob 42 "Order 
Instituting Investigation I nto Intrastate Toll Rates and 
Charges". 

The Co■aission Staff has received r equests fro• several of 
the telephone coapanies for clarification of the !larch 10, 
1977 order and Appendix A attached thereto. The Coaaission

has reviewed the various requests received and believes that 
certain ■edifications and corrections should be ■ade to the 
!larch 10, 1977 order and the Appendix A attached thereto. 
Specifically the Co■mission concludes that ordering 
Para graphs 6 and 9; Appendix A, General Instructions, Page I 
and 3; Appendix A, Data Reguest and Schedules 1-1 a, 1 -lb, 1-
2 , I - 3 a, I - 4, I -7 , I -8, 2, 2- 3, 2- 4,  2-5, 3 ,  3- 3, 4, and 4-
2. Changes in Appendix A have been underscored vith broken
lines to ■ake the ■edifications in the attached revised
pages and s chedules readily apparent.

IT I S, THEREFORE, ORDERED: 

I. That ordering Paragraph No. 6 is hereby aaended by 
deleting the last two sentences fro• that paragraph 
and adding the fellowing feur sentences: 

Each co■pany shall file vith t he Coa■ission 28 copies 
of its response to Appendix A except for Ite■ l(b). 
Each coapany shall file with the Co■■ission 6 copies 
of Ite■ I (b) as ■edified by this order. Each co■pany 
shall also furnish a copy of its response to Appendix 
A except for Ite■ I (b) to the ether parties of 
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record. Item I (b) as modified by this order shall be 
provided to the other parties of record upon request. 

2. That ordering faragraph No. 9 is modified in :tine J 
by deleting August 9, (977 and adding Augusts. 1977. 

3. That Appendix A be modified by adding the revised 
pages and schedules attached to this order and 
deleting therefrom the ccmi:arab1e pages and schedules 
of Appendix A as originally issued. 

ISSUED BY ORDEB OF THE COMMISSION. 
This the 28th day of March, I �77. 

NORTH CAROi.INA UTILITIES COMMISSION 
(SEAL) Katherine H. Peele, Chief Clerk 

NOTE: For Appendix A, see official Order in the Office of 
the Chief C.lerk. 

DOCKET NO. P-JOO, SUB 34 
DOCKET NO. P-55, SUB 742 

BEFORE THE NORTH CAROLINA □TILI'IIES COHHISS�ON 

In the Matter of 
Application of Southern Bell •) 
Telephone and Telegraph CcmFany 
for Authority to Adjust Its 
Intrastate Telephone Rates and 
Charges and Investigaticn of 
Intrastate Toll Rates and 
charges of All Telephone com
panies Under the Ju risdiction. 
of the North Carolina 
Otilities commission 

OBDER APPROVING PROCEDURES 
FOR FINALIZING INTRASTATE 
TOLL SETTLE�ENTS WITHIN A 
QUARTERLY TIME FRAHE; 
TERMINATING THE SUBMISSION 
OF JOINT REPORTS; AND 
REQUIRING THE FILING OF 
QUHTERLY DATA 

BY THE CCMIHSSION: On December 19, 1975, the Comm ission 
issued in these combined dcckets, Docket No. P-55, Sub 742 
and Docket No. P-100, Sub 34, its Order Granting Increase In 
Intrastate Toll Rates and Charges and Other Related Toll 
Items For All Telephone Ccmfanies Under the Jurisdiction of 
the North Carolina Utilities commission which or dered among 
other things the following as stated in Ordering Paragr aph 
Number 6.: 

"6. That Southern Bell and the connecting companies 
settling on a cos t basis shall coordinate their efforts to 
finalize intrastate tali settlements for each quarterly or 
monthly period within 90 days of the end Qf such period. 
Joint reports shall be submitted every 60 days relating 
the detailed progress of their joint effort." 

This :requirement vas made recognizing that the set·tlement 
procedure between Southern Bell and most of the connecting 
telephone companies settling on a co st basis leaves much to 
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be d esired in that the time interval between 
service is rendered and when the toll 
finalized is  entirely too long. 

91 

when the tol.l 
settlements are 

In compliance with this r equirement se t forth in Ordering 
Paragraph Number 6., Southern Bell has submitted every 60 
days beginni�g February 12, 1976, joint reports on behalf of 
Southern Bell and the connecting telephone companies 
settling on a cost  tasis relating the detailed progress of 
their joint effort in this matter. 

The Fifth Joint Report dated October 8, (976, reported the 
culmination of this joint effort into proposed procedures 
agreed to by all companies settling on a cost basis that 
would provide for meeting the intent of the requirement set 
forth in orderi ng Paragraph Nuuber 6. These procedures were 
proposed to be adopted as the basis for conducting 
in trastate toll settlements (also appli cable to interstate 
toll settlements) beginning January I, J977� 

Att ached to the Fifth Jcint Report were details of the 
general procedures and data forms to be used for finalizing 
settlements vithi n a quarterly time frame. Some of the 
connec ting companies do not plan to use these procedures 
precisely since they will be generating toll settlement data 
in more detail and in some cases �ith greater frequency than 
required by these procedures� This appears to present no 
problem since, in principle, as lcng as the generation of 
the reguired minimum amount of toll settlement data is made 
within the maximum quarterly tine frame by all companies 
settling on a cost basis, then the requirement set forth in 
Ordering Paragraph Number 6. will b e  fulfilled. 

After reviewing the p:r:oposed pi:ocedures as outlined in the 
Fifth Joint Report to be adopted for finalizing intrastate 
toll settlements (also aFFlicable to interstate toll. 
settlements} within a guarterly t ime frame, the Commission 
concludes that conducting toll settlements using these 
procedures constit utes compliance by all companies settling 
on a cost basis vith the Commission•s intent set for th in 
Or dering Paragraph Number 6. The Commission further 
concludes that the submission of the joint reports required 
by Ordering Paragraph Number 6. should be terminat ed and 
that all companies regulated by the North Carol.ina Utilities 
Commission including Southern Eell settling on a cost basis 
should file with the Cc1Iaission the guarterly tol.l 
settlement data requested by the forms attached to this 
order as Appendix A. Finally, the Commission concludes that 
all connecting telephone companies under the Commission's 
juris diction settling on a standard contract (nationwide 
average schedules) basis should file on a quarterly period 
bas is copies of each of the three monthly period toll 
settlement summaries (For m 4188) comprising that quar terly 
period. 
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I 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

I. That the procedures proposed in response to Ordering
Paragraph Number 6. for finalizing intrastate toll 
sett1ements (also applicable to interstate toll settlements) 
vithin a quarterly time frame are, her eby, approved for 
conducting toll settlements beginning January I, (977, for 
all telephone companies se ttling en a cost basis •.

2. That the submission of the joint re ports required by
the same Ordering Paragraph Numl:er 6. is, hereby, terminated 
commencing with the jcint report due April, 1977. 

3. That Southern Bell and all connecting telephone
companies under the jurisdiction of the North Carolina 
Utilities Commission settliDg on a cost basis shall. file 
three (3) copies of the guarterly toll. settlement data 
r equested by the forms attached to this 01:der as Appendix A 
within 45 days of the close of the guarterly period. 

4. That all. connecti ng telephone companies under the
jurisdiction of the North Carolina Utilities Commiss ion 
settling on a standard ccn tract (nationvide average 
schedules) ·basis shall. fi.le on a quarterly period basis 
within 45 days of the close cf the quarterly period three 
(3) copies of Form 4188 giving the toll settlement summary
for each of the three monthly periods comprisin g  the
quarterly period beginning with the December, I 976
January, 1977, monthly period.

5. That Southern Bell shall file three (3) copies of the
requ ested quarterly tell settlevent data for all connecting 
telephone companies not under the. jurisdiction of the North 
Carolina Utilities Comm ission settling on bath a cost basis 
an d a standard ccntract ( na ticn wide average schedules) 
ba sis. 

6. That the i nfor�aticn reguired to be filed by southern
Bell according to Ordering Paragraphs Number 7. and 8. of 
the ord er issued December 19, IS75, i n  Docket Nos. P-55, Sub 
742 and P-100, Sub Jq shall continu e ta be filed as 
specified until further notice. 

7. That a
shall be sen t 
jurisdiction of 

copy of this order togethe r with Appendix A 
to 'all telep bone companies under the 

the North Cat:clina Utilities Commission. 

ISSUED BY ORDER OF 1HE COHHISSION. 
This the 11th day of Harr:h, 197"7.

NORTH CAEOLINA UTILITIES COHHISSION 
(SEAL) Katherine M. Peele, Chief Clerk 

NOTE: For Appendix A, see official Order in the Office of 
the Chief Clerk. 
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DOCKET NO. P-100, SUB 34 
DOCKE'I llO. P-55, SUB 742 

BEFORE THE N ORTH CAROLINA UTILI'IJES C OftftISSION 

In the Matter of 

93 

Application of Southern Be 11 Tele fhone ) ORDER CLARI PY ING 
and Telegraph Company for Authority to  ) THE BEQUIBEME!IT 
Adjust Its Intrastate Telephone Rates and) FOB FILING OF 
Char ges and Investigation of Intra sta te ) QUARTERLY DATA 
T oll Rates and Charges of Hl Telephone ) 
Companies Unde.r the Jurisdicticn cf the ) 
N orth Carolina Utilities coa■ ission ) 

BY THE CCMMISSION: The Ccm■ission issued its Order 
Approving Procedures for Finalizing Intrastate Toll 
Settlements Within a Quarterly Ti■e Fraae; Terminating the 
Submission of Joint Reports; and Requiring the Filing of 
Quarterly Data in these co■bined dockets, Docket No. P-55, 
Sub 742 and Docket No. P-100, sut 34 on Mar ch 11, 1977. 
The intent of the portion of this Order requiring the filing 
of  quarterly data was to provide a aeans for all telephone
companies under the jurisdiction of the North Car olina 
Utilities Co■aissi cn to file af�ropriate toll settleaent 
data with the Co■aission on a syste■atic basis. 

Several problems have been encountered regarding the 
filing of this data . These prcble■s arise priaarily due to 
the different tiae schedules that exist aaong the connecting 
companies settling en a cost basis for ■aking cost 
separa tions studies and concluding toll settleaents. 

The Coa■ission is of the opinion that its Order issued 
llat'ch 11, 1977, in these dockets shculd be aodified in order 
to clarify the procedures to be used by all telephone 
co■panies under the jurisdiction of the Co1111ission for 
fili ng appt'opriate toll settleaent data with the co1111ission 
on a systeaatic basis. 

IT IS, THEREFORE, ORDERED AS FCLLOWS: 

I. That the last paragraph on page 2 prior to the 
ordering paragraphs of the Order issued llarch I I, 1977, in 
these coabined dockets be ■odified to read as follows: 

"After reviewing the proposed procedures as outlined 
in the Fifth Joint Eeport to te adopted for effecting 
intrastate toll settleaents (also applicable to inter state 
toll settleaents) between �outhern Bell and certain 
connecting cost co■ranies within a quarterly ti■e fraae, 
the Co■11ission concludes that conducting toll settleaents 
using these procedures constitutes co■Fliance with the 
Co1111ission•s intent set forth in Ordering Paragraph Number 
6. The commission further concludes that the subaission
of the joint reports required by ordering Paragraph Huaber 
6. should be terminated and that all telephone companies 
under the Coa■ission•s jurisdiction should file with the
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Commission appropriate 
systematic basis. 11 

toll settlement data on a 

2. That the. Ordering Paragraphs Numbers I. through 7. of
the order issued March 11, 1977, in t hese combined dockets 
be rescinded and replaced in their entirety by the following 
ordering Paragraph s Numt:ers 1. through JO.: 

I. That the procedul:"es proposed in response to· Ordering 
Paragraph Number 6. effecting intrastate toll settlements
(also applicable to inter state toll settlements) within a
quarterly time frame are, hereby ,, approved for conducting
toll settlements beginning January I, (977 for those
telephone companies settling on a cost l:asis that vill be 
utilizing these procedures exactly.

2. That

the same 
terminated 
I 977. 

the submission of the joint reports required by 
Ordering Faragrapb Numter 6. is, hereby, 
commencing w�th the joint report due April, 

3. That all connecting tElEphone compcinies under the
jurisdiction of the North Catclina Utilities Commission
using the exact procedures approved herein for settling on
a cost bas is with southetn Bell using the quarterly to.11
settlement data forms for message toll and WATS data
(marked QCS-1, QCS-2 and QCS-3) and attached as Appendix A

to this Order shall file fcur (4) copies of these
completed forms with the Commission within 45 days of the
close of the quarterly period. These companies shall also
file with the Commission using the same data forms four
(4) copies of ·the final settlement data for an appropriate
four quarters study period at the time final approval with
Southern Be ll has been concluded.

4. That all ether cost companies includ ing Southern Bell
under the jurisdictio� cf the Ncrth Carolina Utilities 
Commission, not usJ.Dg the exact procedures approved 
herein, shall file with the Ccnnission four (4) copies of 
settle ment data using the format of the data forms 
attached as Appendix A to this order at the time that such 
data bas been determined tc he final for a study p eriod 
consistent with each company's pr esent study period for 
concluding toll settlements. 

5. That at the time . a ccst company that is presently
subject to the data requirement specified . in the above
Ordering Paragraph Number 3. becomes subject to the data
requirement specified in the above Ordering Paragraph
Number 4., the company shall so notify the Commission in
writing sixty (60) days prier tc the expected change in
filing the data explaining the tasis for the change.

6. That upon receipt of  this order, data s hall be filed
with t he Commission by cost ccmi:a·nies including Southern
Bell consistent vi th the requirements in the above
appropriate Ordering Paragraphs Numbers 3. or 4. during
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the balance of calendar year 1977, which bal ance period 
will be treated as an adjustu:ent period for resolving any 
problems by any or all cost companies that may be 
necessa ry in order to meet these requirements and to 
insure the uninterrupted systematic filing of the 
requested settlement data beginning January I, 1978 .. 
Prior to January I, 1978, the Commission vill provide 
ad ditional forms a s  part of Appendix A for filing tall 
private line settlement data .. 

7. That all connecting telephone companies under the
jurisdiction of the North Carolina Utilities Commission
settling en a standard ccntract (nationwide average
schedule s) ba sis shall file on a quarterly period ba sis
within 45 days of the cl ose of the quarterly period four
(Q) copies of the toll settleu:ent summary forms for each
of the three man thly peri ods comprising the quarterly
period beginning with the December, 1976 - January, (977
monthly period. For the exchanges of t h ose companies not
under the jurisdiction of the North Carolina Utilities
Commission, it will be the resfcnsibiiity of the regulated
companies preparing these settlement summary forms t o  file
four (4) copies of this data ..

8. That south ern Bell shall file fcur (4) copies of the
requested appropriate toll settlement data for all
connecting telephone comianie£ settling on a cost basis
not under the jurisdiction of the North Carolina Utilities
Commission.

9. That the informaticn reguired to be filed by southern
Bell according to Or dering Paragraph s  Numbers 7. and a. of
the order issued December 19, 1975, in Docket Nos. P-55,
Sub 742 and P-JOO, sub 34 s hall continue to be file d as
spe cified unt il further notice.

IO. That a copy 
shall be sent to 
jurisdiction of the 

of this O�der together vith Appendix A 
all teleFhone companie s under the 

North Carolina Utilities commission. 

ISSUED BY CBDER OF THE COMMISSION. 
This the 24th day of May, 1971. 

NOBTH CAEOLINA UTILITIES CCNHISSION 
(SEA.L) Anne L. Olive, Deputy Clerk 

NOTE: For Appendix A, see official Order in the Office of 
the Chief Clerk. 

DOCKE! NO. P- I OG, SUB 3 9 

BEFORE THE NORTH CAROLINA UTILITllS COMMISSION 

In the Katter of 
Directory Assistance ) CRDER RELA'IING TO PREVIOUS APPROVAL 
Charges ) OF DIRECT06.Y ASSISTANCE CHA'RGE PLANS 
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BY THE COHH.ISSION: On Octcber 24, 1975 the Commission by 
order in Docket N9. P-7, sub 601 approved a charge for 
directory assistance for Carolina Telephone and Telegraph 
company effective January 15, 1976. On Dece■ber 19, 1975 by 
Order in Docket No. P-55, Sub 742, Southern Bell Telephone 
and Telegraph company vas also authorized to make a charge 
for this service starting on January 15, 1976. Subsequent 
to t he issuing of the above-mentioned Orders, additional 
clarifying orders have been issued in each docket. Also 
other companies have been authorized to charge for the 
directory assistance service. 

Originally, The carclina authcrity did not provide for a 
toll direct ory inquiry credit fer each home area toll call 
as did Bell's authority. In the Bell order the Commission 
exp ressed its intent (page 48) to allow the companies to 
gain operating experience vith the two different plans and 
when sufficient data was availatle to evaluate the merits of 
both plans and ccnsider a D.A. charging plan for all 
regula ted telephone companies in North carolina. As 
appro val was granted to other tele�hone companies to make a 
charge for directory assistance ,. the plan a s  authorized for 
southern Bell was the one authorized. As experience with 
directory assistance charges va� gained ,. Carolina Telephone 
and Telegraph company by a tariff filing requested to change 
its plan to the one approved for Eell ,. which the Commission 
approved effective November J ,. 1976. Th is action ,. in 
effect ,. con cluded the Commission•s consideration of the tvo 
different plans but held open considerat.ion of a D.A. charge 
for all other North Carolina regulated telephone companies. 

Now, with a year•s experience Mith directory assistance 
charging ,. which for Bell alone provided $3,501,473 (the 
Commission estimate being $3,210,752) that was not required 
in the 1975 rate case to be put en other services. the 
Commission believes that the time is at hand to further 
consider D. 11.. charges for all cf the remaining telephone 
companies under its jurisdiction ,. wh ich the commission vill 
later do in Comi:anicn O:rders. 

A further issue involved vith directory assistance charges 
is the exemption of the charge for the blind or physically 
h andicapped to the extent the I are unable to use the 
telephone directory. The Commission does not believe this 
provision should be a�tered at this time. 

In consideration cf the 
information available in the 
Commission Orders as Pollcvs: 

fcregoing and all other 
Commission's files, the 

( I) That the directory assistance charge plan as nov
authorized f or other companies under the Commission's 
jurisdiction be. iuplemented as a statewide plan for all 
other North Carolina regulated telephone companies, said 
action to be taken in ccmi;anion 01·derS. 
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(2) That no change shall te made in the blind or
physically handicapped to the eJtent they are unable to use 
the telephone directory e xe■ption at this ti■e. 

Pl That a copy of this Order be sent to all of the 
t elephone companies under the Cca1ission•s jurisdiction. 

ISSUED BY ORDER OP THE COIIIII��ICN. 
This the 6th day of April, 1977. 

NOETR CAfOLINA UTILITIES COIIIIISSION 
(SEAL) Joan H. Pearson, Deputy Clerk 

NOTE: Clerical error described in Order issued April 7, 
1977, incorporated in the atove Order. 

DOCKET NO. P-100, SUB 39 

BEFORE THE NORTR CAROLINA O'JI LI'IIES CO!l!IISSION 

In the !latter of 
Establishing Directory Assistance 
Charges for Barnardsville !lountain 
Telephone cc■pany 

) ORDER ESTABLISHING 
} DIRECTORY ASSISTANCE 
) CHARGES 

BY TFE COlll!ISSION: By Order of April 6, 1977 in this 
docket the Cc■mission ordered that the directory assistance 
charge plan as authorized for co■panies under the commission 
jurisdiction should be i1ple1erted by the re■aining 
regulated telephone companies as a statew ide uniform plan, 
s aid action to be taken in pending rate case Orders or in 
Companion Orders, this being one of the latter. 

On July 22, I 976 the Co■■ission requested data fro■ 
Barnardsville regarding the effect that directory assistance 
charges had already had on the Company and ■ight have if a 
chdrge was to be made for said service ty Barnardsville. 
Fro■ the Co■pany•s reply cf August 17, 1976, and other 
information available the follovitg appears to be pertinent. 

The Compan y has gained approximately $873 annually fro■ 
the change in the Operator Office Agreement with southern 
Bell as the result of a reducticn fro■ 28¢ to 10.5¢ per ■ain 
station effective January 1 6, 1976 because of Bell's 
charging for directory assistarce, and a 10¢ charge per 
directory assistance, an ite■ that previously had been 
included in the 2811 charge. A 1976 sa■plin g of these calls 
indicate a total for 1976 of 2,360 . The Operator Office 
Agree■ent without D.A. Charging fer I 976 was $948 whereas if 
D.A. Charging has been in effect, with an anticipated 
r educt ion of 501 in calling it would have been $783 or a 
difference of $1 65 plus new revenue of S57 fro■ esti■ated 
billable calls or $222. 

The Co■■ission is of the Of1n1cn that it is in the best 
overall interest of the Kerth Carclina telephone operations
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that all telephone companies under its jurisdiction charge 
for directory assistance undeI a uniform plan. It is 
likewi se the Commission's opinion that the dollar benefit 
resulting from directory assistance charges should be used 
to reduce other rates o� charges. 

IT IS, THEREFORE, ORDERED_ as follows: 

(I) That Barnardsville T!=!lephc:ne company shal.l within 62
days of this Order, and after filing an appropriate tariff, 
begin charging fer directory assistance in accordance with 
Appendix 11A" attached subject to protest and hearing and 
after the NOTICE attached as Afpendix 11 B 11 is given to its 
subscribers as a bill insert o r  direct mailing within JS or 
more days before directory assistance charges become 
effective. That Barnardsville shall within 30 days after 
dir ectory assistance charges beccme effective mail as a bill 
insert its REMINDER, also a part of Appendix "B" to all 
sub scribe rs. 

Should the company be unable to initiate 
assistance charges in acccrdance ,ith the ab ove 
it shall so advise the commission. 

directory 
provisions, 

Further, that Barnardsville shall place in its telephone 
directories the directo�y infor�ation included in Appendix 
11 B 11 re la ti ve to di rectory assistance charges. 

(2) That Barnardsville shall flow through the directoI:'Y
assistance benefits or $222 by filing revised tariffs by Hay 
I, 1977, effective June I, (977 to.eliminate color charges. 

ISSUED BY ORDER OF THE co"nISSlON. 
This the 6th day of April, 1977. 

NOBTH CAROLINA UTILITIES COMMISSION 
(SEAL) Joan H. Eearso n, Deputy Clerk 

NOTE: For Appendices A and B, see official Order in the 
Office of the Chief Clerk. 

DCCKE'I NO. P-100, SUB 39 

BEFORE THE NORTH CABOLINA UTILITIES COMMISSION 

In the Hatter of 
Establishing Directory Assistance 
Charges for North State Telepbcne 
Company 

) ORDER ESTABLISHING 
) DIRECTORY ASSISTANCE 
) CHARGES

BY THE COMMISSICN: Ey Order of April 6, 1977 in this 
docket the Co1nissicn ordEced that the directory assistance 
charge plan as authorized fer companies under the 
Commission's jurisdiction shoulC be implemented by the 
remaining regulated telephone ·companies as a state11ide 
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uniform plan, said action to be taken in pe nding rate case 
orde rs or in Companion Orders, this being one of the la tter. 

On July 22, 1976 the Commission requested data from North 
State regarding the number of directory assista nce calls 
made during the first six nonths of 1976, the effect on 
expenses if a directory assista�ce charge had teen in effect 
·auring the period and the tctal net effect on revenue
requirements. From the Company's reply of  September 22, 
1976 the following apfears to be fertinent. 

The Company reported that based on a one month study 
period l,8q6,195 directory assistance calls would have been 
handled annually. That under an estimated 60� reduction in 
calls if directory assistance had been in effect, there 
would have been an estim ated reduction in expenses of 
$34,087 and $35,447 of revenue fer a total of $69,534 of 
revenue requirement. The latter figure compares to a 50% 
and a 70% reduction of $54,667 and $84,400 respectively. 
The company contends that a so:g ceduction vould be mace 
realistic than a higher ceduction primarily because of the 
publicity already given tc th e subjec t in the area. 

The Commission is of the OEinicn that it is in t he best 
overall interest of the North Carolina telephone operations 
that all telephone companies under its jurisdiction charge 
for directory assistance under a uniform plan. It is 
likewise the Commission's OFinion that the dollar benefits 
resulting from directory assistance charges should be used 
to reduce other rates or charges, and that an estimated SOX 
reduction in calls is reasonable. Further th at the benefits 
should flow th rough tc the subsci:ibers outside of the base 
rate area by means of zone rate reductions. North State has 
the highest rural zone rates in the state and the lowest 
basic rates of any major telephone company. For example, 
u nder current rates and charges a four-party residence
subscriber in the Randleman exchange in rural zone 3 would
pay a $2.30 basic r ate and $5. '70 zone charge. In the High
Point exchange a one-pacty residential subscribec would pay
a $4.50 basic r ate and $9.00 zc�e charge.

IT IS, THEBEFORE, ORDERED AS FCLLOWS: 

(I) That North State Telephone Company shall within 62
days of this Order, and after filing a n  a ppropriate tariff, 
begin charging for directory assistance in accordance w ith 
Appendix "A" attached subject tc protest an d hearing and 
after the NOTICE attached as Appendix "E" is given to its 
subscribers as a bill insect or direct mailing within 15 or 
mor e days before directory assistance charges become 
e ffective. That North State shall within 30 days after 
directory assistance charges beccme effective mail as a bill 
insert the REHINDER, also a part cf Appendix "8 11 to all 
subscribers. 
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Should the Company te unable 
assistance charges in accoi:dance 11itb 
it shall so advise the Commission. 

to initiate directory 
the above provisions, 

Further, that North state shall place in its telephone 
directory the directory inf or ma ticn included in Appendix 11 en 
related to directocy assistance charges. 

(2) That North State shall flov through to the 
suhscr ibers by means of reduced chai:ges the directory 
assistance benefits of $Sil, 661 by fi.ling revised tariffs on 
or before May I, )977, effective June I, 1977 to reduce 
rural zone charges on an c1erall percentage basis after 
making a flat zone charge, tva and one half miles and 
beyond, fi:om the base rate area to use up the remaining 
money vith supporting calculation to explain the revenue 
reductions. 

ISSUED BY ORD'ER OF 'IRE COMMISSICN. 
This the 6th day of April, 1917. 

NOHTB CAEOLINA UTILITIES COMMISSION 
(SEAL) Joan H. Fearson, Deput1 Clerk 

NOTE: For Appendices A and ·e, see official Order in the 
Office of the Chief clerk. 

DOCKET NO. P-100, SUB 39 

BEFORE TBE HORTH CAROLINA UTILIUES COMMISSION 

In the Matter of 
Establishing Directory Assistance 
Charges for United Telephone Company 
the ca rolin as, Inc. 

) ORDER ESTABLISHING 
of ) DIRECTORY 

) ASSISTANCE CHARGES 

BY TEE COHHISSICN: By Order of April 6, (977 in this 
Docket, the commission ordered that the d irectory assistance 
charge plan as authorized for companies under the 
Commission•s jurisdiction should be implemented by the 
remaining regulated. telephone comp anies as a statewide 
uniform plan, said action to be taken in pending rate case 
orders or in Com panion Orders, this being one of the latter. 

On July 22, 1976 the Commis sion requested data from United 
regarding the number of directory assistance calls made 
during the f irst six months of )976, the effect on expenses 
if a directory assistance charge had been in effect during 
the period and the total net effect on revenue requirements. 
The information did not provide a clear answer to United's 
operations. 

United1s 
assistance 
its ovn, 
City. The 

situation is unigl!e as it re.lates to directory 
charges. United has tvo information centers of 
one located at Southern Pines and one at Siler 
southern Pines center s erves six United exchanges 
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plus the Aberdeen exchange of the Sandhill Telephone Co■pany 
and the Pinebluff exchange of the North Carolina Telephone 
Company. The Siler City center ser ves four United exchanges 
and Bennett, Coleridge and High Falls of the Randolph 
Telephone llembership Corporation. In addition, United has 
four e xchanges homing on Southern Bell. The Operator Office 
Agreements within the United Co■pany hav e not been revised 
to recognize directory assistance charging. The agreements 
with Southern Bell have been revised. The effect of 
directory assistance charge plans i■ple■ented by near by 
Companies on the United Coapany operations is difficult to 
determine. 

In s eeking a fair and reascnable revenue require■ents 
effect that directory assistance charges aight have on 
United , the Coa■ission has looked to the North State 
Telephone Co■pany Order in this tccket. The DAC effect on 
North State with an estimated reduction of 501 in calling is 
71¢ per main station and equivalents. This figure applied 
to United•s 1976 year end main stations and equivalents of 
32,872 a■ounts to $23,339. 

The Coa■i ssion concludes that if directory assistance 
charges are applied to United•s exchanges and the other 
exchanges hoaing on United's infor■ation centers, and if the 
Operator Office Agreements are updated in accordance with 
the Bell revision, that the $23,339 i s  a reasonable estia ate 
of the CAC re venue requirement effect on United. 

IT IS, THEREFORE, 06DEBED as follows: 

(I) That United Telephone Cc111pany Of The Carolinas, Inc.,
shall within 62 days of this Order, and after filing an 
appropriate tariff, begin charging for directory assistance 
in accordance with Appendix "A" attached subject to protest 
and hearing and after the NOTICE attached as Appendix "B" is 
given to its subscribers as a bill insert or direct ■ailing 
with 15 or ■ore days before directory assistance charges 
becoa e effect ive. That United �hall within 30 days after 
directory assistance charges beco■e effective ■ail as a bill 
insert its REIIINDEB, al so a p art of Appendix "B" to all 
subscribers. 

Should the Company be unable to initiate 
assistance charges in accordance with the atove 
it shall so advise the Co■aissicn. 

directory 
provisions, 

Further, that United shall place in its 
directories the directory infor■ation included in 
"B" relative to directory assistance charges. 

telephone 
Appendix 

( 2) That United 
a ssistance benefit by 
effect ive June I, 
equivalents by 10ft 
residence. 

shall flew through the directory 
fil ing revised tariffs by !lay I, 1977, 

1977 to reduce aain stations and 
per aonth on business and 5¢ on 
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I SSUED BY ORDER CF THE COMMISSICN. 
This the 6 th day cf Ai:;ril, 1977. 

NORTH CAFClINA UTILI TIES COMMISSION 
(SEAL) Joan R. Fearson, Deputy Clerk 

NOTE: Por Appendices A and B, SEE official Order in the 
Office of the Chief Cleek. 

DOCKE'I NO. P-1 CC, SOB 41 

BEFORE THE NORTH CAROLINA OTILITlfS COMMISSION 

In the Matter of 
Changes in Tariff Relating to service 
Observing Equipment Provided by Tele
phone Utilities Operating in North 
Carolina 

OR DER ADOPTING 
CHANGES IN SERVICE 
OBSERVING EQUIPMENT 
TABIFPS 

BY THE CCMMISSION: On December 28, 1976, the Co1111ission 
issued an Order Approving Satisfaction of Complaint in 
Docke t No. P-55, Sub 761. That docket arose from a 
complaint pr oceeding initiated by the Attorney General 
against Southern Bell Telephcne and Telegraph Company 
(Southern Bell) i n  which the Attorney General asked the 
Commission to prohibit the cc•pany fro■ offering telephone 
monitoring devices to its custc■ecs or, in the alternative, 
that the Commission adopt standards governing the use of 
monitoring equipment. 

In response to the Complaint by the Attorney General, 
Southern Bell, on December 8, 1576, filed its "Satisfaction 
of Complaint" with the Com�ission. In that document, 
Southern Bell stated that while it believed that all of its 
sub scribers to service observing equipment u se it under the 
terms set forth in the tariffs, it would agree to the 
following additional terms and conditions as a further 
prot ection for the public: 

(a) Each telephone station subject to observation will
have a label affixed to it stating the possibility of
service observing.

(b) A reference symbol will te placed in the directory to 
signif y that a particular subscriber uses service
observing equipment, and a notice to that effect will
be placed at the front of the directory. This is to
be phased in with the publication of each new
directory.

(c) In addition to the letter cf compliance now requested
on a one-time only basis as a prerequisite of 
service, e ach service cbserving subscriber will be 
required to sign a letter of compliance at least once 
a year on a ccntinuing basis. These letters will be 
made available to the Commission for its inspection. 
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.Cd) A. list of service observing customers will be sent to
the Commission each year. Likewise, such a list will
be available in each pr imary district office
maintained by the ccmpany.

The A.ttorney General agreed to these additional terms and 
conditions, and they vere incorForated into the Co11mission•s 
Order of December 28, 1976. Si multaneouioly vi th the 
issuance of that Order, and l:elieving that similar 
conditions should be adopted for the other telephone 
utilit ies in North Carolina, the Co■mission issued an Order 
Giving Notice of Intention to A.dopt Service Observing 
Equipment S tandards for all teleFhone utilities operating in 
this State. In that Order, the commission asked that all 
parties having an interest in the adoption of such standards 
file comments or object ions to sa■e by January 13, 1977, and 
that any party desiring a public tearing file a request for 
such hearing by th at same date. 

Comments on the proposed standards vere filed by Carolina 
Telephone and Telegraph Ccmpany (Carolina) and objections 
were filed by Pied11ont Aviation, lnc. No request for public 
hearing vas received. 

Carolina stated that it has no objection to 
standard but that it intended to file a tariff 
r ecover any increase costs cccasioned by 
standards from customers vith service observing 

the pro posed 
seeking to 

adoption of 
equipment. 

In its objections to the proposed standards, P iedmont 
objected on various grounds �bich may be summarized as 
f ollows: 

(I) The standard is burdenscme on business organizations
and will net curb the abuses suspected by the
Attorney General. Piedmont supports its position by
noting that monitoring equip■ent can be purchased
from companies not regulated by the Commission and
suggests that the procedures merely let a potential
customer know that his cal l may be monitored and do
not make the invasicns cf frivacy illegal.

(2) The proposed standards aa y place Piedmont at a
competitive disadvantage with ether airline companies
based outside the State of North Carolina. Piedmont
expresses concern that they may l:e required to note
the use of service otserving equipment when other
air lines ■ay not.

( 3) Pied 11ont ex presses concern that the procedure does
not require the utility to publish in the phone book
an explanatory nctice relating to the use of the
reference symbol. Piedmont prefers that such notice
indicate that the equip■ect is used by the company to
check its own service standards regarding the
adequacy of infor■a tion tha t  is provided and the
courteous professional manner of the response. 
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Upon consideration cf the record in this docket, the 
Comments and Objections filed ty Carolina and Piedmont and 
by taking judicial notice of the ccamission•s decision in 
Docket !lo. P-55, sub 761 (Attcrnll General v. Southern 
J!!tlll, the commission is of the opinion that the proposed 
stan dards are reasonable and should be made applicable to 
all telephone utilities operating in North Carolina and 
subject to the jurisdiction of this coamission. 

In reaching its conclusions, the Co■mission reviewed and 
considered thoroughly the objections raised by Piedmont. 
While it may be true that the standards impose some slight 
burden on the affected businesses, the Commission believes 
that any such burden is minimal when compared to the 
p otential abuses which will be eliminated by adoption of the 
standards. 

Additionally, the Co■1issioc does not feel that the 
adoption of the standards will place Piedmont at a 
competitive disadvantage with ether companies operating in 
this State. Even if a competitive disadvantage does exist 
it would also be slight when compared to the beneficial 
effects the standards will have. 

Like Piedmont, the Couission b elieves that businesses 
have a legiti■ate need for service observing equipment and 
that those businesses using such equipment do so for 
legitimate purposes. At the same time, the commission 
agr ees with P iedmont that the use of a reference mark in the 
phone directory could connote, at least to some, that the 
practice is somehow insidious. To help alleviate this 
problem, the commission believes, as Piedmont sugges·ts, that 
an explanatory notice should be included at the front of the 
telephone directory. Accordingly, the Commission concludes 
that, in addition to the conditions set forth on page one, 
the following language should be included at the front of 
the telephone directory to explain the reference symbol: 

Service observing equipment i� furnished to the subscriber 
solely for the purfose cf determining the need for 
training or improving the quality of service rendered by 
his employees in the handling cf telephone calls to or 
from the subscriber of an impersonal business nature. 

The Commission is aware that there may be customers who 
provide their own equipment under the interconnect rules of 
the Federal communications commission and that such 
equipment may have service observing features. In .l!Q.m 
Carolina Utilities Commissicn, et al. v. Federal 
Communicationg fQ!!�issi.212, filed December 13, 1976, the 
United states supreme Court held that this Commission has no 
jurisdiction over matters involvi�g interconnect companies. 
Therefore, the Commission concludes that it cannot, at this 
ti■e, impose standards on custcaer cwned service observing 
equipment. At the same ti■e, it is apparent that the same 
p otential for abuse exists with customer owned equipment 
provided by interconnect companies as with the equipment 
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supplied by public utilities regulated by this Commission. 
Accordingly, the Commission is hopeful that interconnect 
companies and customers who o wn their own eguip■ent will 
choose to adopt the profosed �tandards voluntarily or that 
the General Assembly will consider the feasibility of 
passing legis lation making such standards applicable to such 
egui p■e nt. 

IT IS, TUEBEFORE, OBDEFED as fellows: 

(I) The standards for ser,ice observing eguip■ent set
forth in Appendix "A" attached hereto be and the same is 
hereby adopted and made applicable to all telephone 
utilities operating in this State and subject to the 
i uri sdic tion of this Commission. 

�) The explanatory notice included on page four of this 
Order be published in the front cf all telephone directories 
to explain any reference vork which might be included with 
the individual listing. 

(3) All telephone utilities providing service observing 
equipment or pri or to providing such equipment if it is not 
now provided, shall file tariffs tece ssary to effectuate the 
terms of this Order as soon as practical. 

(4) This docket be closed.

ISSUED BY ORDER OF THE C0"11ISSION. 
This the 7th day of 11arch, 1977. 

(SEAL) 
NOBtH CA6CIINA UTILITIES CO"l1ISS ION 
Katherine 11. Peele, Chief Clerk 

APPENDIX "A" 

STANDAR DS TO BE INCORFOBATED INTO TARIFFS 
R ELATING TO SERVICE OESHlVING EQUIPl1ENT 

(a) E ach telephcne station subject to obser vation will
have a label affixed to it stating the possibility of
service observing.

(b) A reference sy■bol will be placed in the directory to
signify that a particular subscriber uses service
observing equipment, and a notice to that effect will
be placed at the front of the directory. This is to 
be phased in vitb the publication of each nev
directory.

(c) In addition to the letter cf c ompliance now requested
on a one-time only basis as a prerequisite of
service, each service otserving subscriber vill be
requ ired to sign a letter cf c o■pliance at least once
a year on a continuing tasis. These letters vill be
made available tc the Cc11ission for its inspection.
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(d) A list of service cbserving customers will be sent to 
the Commission each year. Likewise, such a list will 
be available in eac h  primary district offi ce 
maintained by the company. 

(e) The following language 1riill be included at the front 
of the telephone ditectcry to explain the referen ce
symbol referred to in item (b) above:

Service obse_rving equipment is furnished to the 
subscr iber solely for the purpo se of 
determining the need for train ing o r  improving 
the quality of £er vice rendered by his 
employees in the handling of telephone c alls to 
or from the sub£criber of an impersonal 
business n ature. 

This is to be phased in liii th the publication of each 
new directory. 

DOCKET NO. P-100, SUB ij6 

BEFORE THE NORTH CAROLINA UTILITlES COMMI SSION 

In the Matter ·of 
Tariff Changes Related to the 
Interconnec tion and Registration 
Program of the Federal 
communications ccmmissicn 

) ORDER REQUIRING TARIFF 
) FILINGS AND ALLOWING 
) T ARIPFS TO BECOME EFFEC
) TIVE ON FIVE DAYS 1 

) NOHCE 

BY TBE CCMHISSION: In a public notice issued on October 
17, 1977 with rega rd tc its connection and· registration 
program, the Federal Communications commission stated that 
"For all equipment cthet than PBX and key telephone systems 
(i.e., main and extension telephones, and data and ancillary 
eguipment), the prcgiam is, in all respects, effect ive 
imm<;diately. 11 

There ar e currently on file with this commission tariffs 
vhich require modification to enable Nor th Carolina 
telephone compan ies tc 1:espc1:d tc the FCC program. It is 
the Commission's opinion that initial tariff changes 
responsive to the FCC program should be filed immediately 
and that the filed ta riffs shculd be allowed to become 
effective on sho rt  notice. The commission concludes that 
such tariff filings which im�lener,t changes reiated to the 
FCC terminal equipment ·interconnection and registration 
progr am, should be allowed to beccme effec tive on five days• 
noti ce, with such tariffs sutje ct to form.al complaint and 
hear ing and subject tc investigaticn and recomm�ndation of 
the Public Staff. 
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IT IS, THEREFORE, OBDEBED as follows: 

I. That all telephone co■fanies imaediately file tariffs
to implement ch anges related to the Federal Communications 
Commission's interconnection and re gistration program. 

2. That filings made in response to t his Order which 
implement changes related to tbe FCC interconnection and 
registration program are herety allowed to become effective 
on five days• notice subject to fcrmal complaint and hearing 
and subjec t to investigation and recoaaendation of the 
P ublic Staff. 

3. That a copy of this order be mailed to all regulated 
teleph one com panies in North Carolina. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 31st day of October, 1977. 

(SEAL) 
NORTH CAFOLINA UTILITIES COHHISSION 
Katherine M. Peele, Chief Clerk 

DOCKET NO. E-�, SUB 241 

BEFORE THE NORTH CAROLINA UTILI1IES COHHISSION 

In the Hatter of 
Application of Carolina Power and Light) 
company for Certificate of Public Con- ) 
venience and Necessity, Pursuant to ) 
G.S. 62-110.1, Authcrizing Con::truction) 
of the Hayo c reek Generating Plant in ) 
Person County, North Carolina ) 

ORDER GRANTING 
CERTIFICATE OF 
PUBLIC CONVENIENCE 
AND NECESSITY 

HE AR D  IN: 

BEFORE: 

APPEARANCES: 

The Hearing Room cf the Comaission, Ruffin 
Building, One West Horgan Street, Raleigh, 
North Carolina, on February 17 ,  1977 

Chairman Tenney I. Dea ne, Jr., Presiding; and 
commissioners Bartara A. Simpson, and Ben E. 
Roney 

Par the Applicant: 

Richard E. Jones, Ca rolyn s. Parlato, At torneys 
at Lav, Carolina Pcwer and Light Company, Post 
Office Box 1ss1, Raleigh, North Carolina 27602 

For the Com mission Staff: 

Dwight w. Allen, A::sista nt Commission Attorney, 
North Carolina Utilities Co■ aission, Post 
Office Box 991, Raleigh, North Carolina 27602 
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Jane s. Atkins, Associate Commission Attorney, 
North carclina Utilities Com■ission, Post 
Office Box 991, Raleigh, North Carolina 27602 

BY THE CO MMISSION: On June 12, 197 4, Carolina Power and 
Light Company (CP&L or Company) filed with this Commission 
preliminary plans for siting and construction of electric 
generation and related tra nsmission facilities for the then 
proposed Person county Generating Facility as required by 
NCUC Rule R8 -42. Construction sutsequently vas delayed and 
on J uly 17, 1976, the Comfany submitted a revised filing for 
i ts proposed llayo Electric Generating Plant in Person County 
under Rule RB-42. On December 13, 1976, pursuant to G.S. 
62-110.1, the Company fil ed an application for a Certificate
of Public Convenience an d Necessity to const ruct additional
generating capacity as set forth in the application. By
order of the Commission issued December 21, 1976, a Notice
of Public Hearing was issued herein, which vas published as
required by statute. No complaints or written protests to
the granting of the Application of Carolina Power and Light
company for a certificate of Public convenience and
Necessity t o  construct the p roposed llayo Creek Generating
Plant in Person County were filed within the time specified
in such notice.

On .February 17, t977, pursuart to G.S. 62-82, a hearing 
was held on the application. 'lestimony on behalf of the 
Applicant vas presented by !Ir. Wilson 11. Morgan, Vice 
President and Manager of system Planning and Coordination 
and by !Ir. Patrick w. Hove, lice President and Manager of 
Technical Services. !Ir. Dennis J. Nightingale, Utilities 
Engineer in the Electrical �ection of the Engineering 
Division, testified for the co■aission Staff. 

Based on the testiaony at Hearing, the Commission's Order 
and Report in Docket No. E-22, Sub 100, and the record as a 
whole, the Co■mission makes the following 

FINDIIIGS CF f ACT 

(I) The Company is a corporation organized and existing
under the la ws of the State of �orth Carolina, with its 
principal of fice at 336 Fayetteville Street, Raleigh, North 
Carolina, and is a public utility operating in this State 
and subject to the jurisdiction of this Commission. 

0) The most probable future rate of growth in peak load
for the Company during the period t977 -t986 will be 6.861 
annually. 

(3) Without construction of new generating base load
facility, CP&L will have unacceptable reserve margins 
beginning as early as 1981, using the company's, the Staff's 
or the Commission's capacity and load forecasts. 

(4) Reliable capacity, in the amount vhich the l!ayo Units
could supply, cannot be secured through agreements vith 
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neighbori ng utilities or through other arran ge■ents of fir■ 
purchases for the li fe cf the Haye Units. 

(5) Due to the lo ng lead tiae to construct and license 
nuclear facilities and Federal Inergy Administration policy 
prohibiting new oil fired electric generation, coal fired 
steam generation is the most economical and only feasible 
m eans of supplying needed base lead capacity in the 1981 -
1985 time period. 

(6) The projected cost of the Kayo Creek facility 
in cluding related transaission facilities is $920,000,000, 
or about $642 per Kw for Un it I and $48 8 per Kw for Unit 2 
which compares favorably to the costs sited as typical for 
similar plants in the ■id-1980•s. The Coa■ission believes 
the projected capital costs to te reasonable. 

ni A long -term suppl y of low sulfur coal adequate to 
meet sulfur dioxide e■1.ssion standard s has been secu.red at a 
cost of 10.4 ■ills ( 1975 dollars) per kilowatt hour which is 
slightly below the Staff's esti■·ate for the ■id-!980's and 
which the Com■issicn believes is reasonable. 

( 8) The proposed Mayo units are of the saae 
incorporate similar design features of other units 
Company's systea and are designed to provide 
service and to have a h igh avai latility factor. 

size and 
on the 

reliable 

(9) The plant is designed to coaply with the aost 
stringent of existing regulaticns pertaining to the 
di scharge of pollutants to the waters of ftayo Creek and to 
emissions to the ataosphere and co■ply with applicabl e 
reguire■ents f or protection of  the environ■ent. 

(10 ) The Hayo site is wel l-suited for construction and 
desirable due to its froximity to existing transmi ssion 
facilities and load centers and its proximity to the Norfolk 
and western Railroad which can frcvide unit trains for the 
contracted fuel supply for the plant. In addition, the site 
is located in a rural area away fro■ population centers and 
other sources of pollution, and the s ite has no particularly 
important agricultural, aesthetic , wi ldlife or recreational 
significance. 

(II) Construction of the Haya units is consistent with the
Commission's plan for expansicn of electric generating 
capacity. 

Based on the foregoing Findings of Fact, the Co■■ission•s 
Order and Report in Dccket No. E-100, Sub 22, and the record 
as a whole, the Commission makes the following 

CONCLUSIONS 

The public convenience and tecessity require that the 
construction of the Hayo Creek generating units be co■pleted 
at the earliest date possible in order to (a) supply the 
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additional generating capac ity to meet the estimated 
increased requirements of the Company's customers in the 
early 1980 1 s ,  as found by the Ccmmissian in Docket No. E
l 00, Sub 22, (b) provide the ircst economical and dependable 
type of generating capacity vhich the company can complete 
in time to meet the projected load growth, and (c) maintain 
adequate and dependable electric service for its customers. 

IT IS, THEREFORE, ORDERED that: 

( f) A Certificate of Public Convenience and Necessity be,
and the same is hereby, gr�nted to Caro�ina Power and Light 
Company for the construction . cf the Haya Steam Electric 
Generating Plant, consisting of two 720 MW coal-fired steam 
generatin g units having a combined output of l,llll0 
megawatts, to be located in Perscn County, North Carolina. 

(2) During Janua['y of each year, beginning in 1978, the
company shall furnish the Commission with a progress report, 
which shall provide infor�aticn upon vhich the Commission 
may evaluate the current status of the construction, the 
cost of said facility, and the date that the Company 
anticipates said facility, or any part th.ere of, might become 
operational for the generation cf electricity .. 

(3) This Order constitutes 
Convenience and Necessity fer 
facili t_y. 

a Certificate of Public 
the construction of said 

ISSOED BY OBDER OF THf COMHISSION,.

This t he 7th day of March, 1917. 

(SUL) 
NOBTB CAEOlINA UTILITIES COMMISSION 
Katherine H. Peele, Chief Cl.erk 

DOCKET NO. E-7, SUB 166 

BEFORE THE NORTH CAROLINA U'IILI'IIIS COHHISS.ION 

In the Matter of 
Application of Duke Power compa11y for a certi- ) ORDER 
ficate of Public Convenience ana Necessity ) GRANTING 
under Chapter 287, (965 Session Laws of North ) CERTIFICATE 
Carolina (G.S. 62-1!0.I), Autho:ri-zing ) OF PUBLIC 
construction of New Generating capacity ) CONVENIENCE 
(Perkins Nuclear StatiOn) Near the 'Yadkin ) AND 

River in Davie County, North Carolina ) NECESSITY 

HEARD IN: The Hearing Room of the Commission, Ruffin 
Building, One liest Morgan Street, 
Nor.th Carolina, on October I, 2, 3, 7, 
10, 1975, January 27 and 28, 1976, and 
17-18, I 977

Raleigh, 
8, 9 and 
Februar'y 
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CERTIFIO 'IES I II 

Co1111issioner J. !lard Purrington, Presiding; and 
Commissioners II. Lester Teal, Jr., and w. Scott 
Harvey 

APPEARANCES: 

Por the Applicant: 

Steve c. Griffith, Jr., William L. Porter,
Charles s. carter, Dcke Pover Co■pany, P. o.

Box 2178, Charlotte, North Carolina 28242 

Por the Intervenors: 

William G. Pfefferkorn, Jr., Attorney at Lav, 
2124 Wacho via Building, Winston-Salem, North 
Carolina 27101 
For: High Rock Lake Association, Inc.; Y adkin 
River Committee, The C onsumers• Center of North 
Carolina, Inc. through their ■embers, for 
themselves, David Spr in ger, The Point Parm, 
8ocksville, North Carolina 27028, Por: Himself 

For the Using and Consuming Public: 

Jesse c. Brake, 
Carolina Attorney 
Building, P. O. 
Carolina 27609 

John R. B. !atthis, North
Office, Justice 

Raleigh, North 
General's 

Box 620, 

Por the North Carolina Environaental eanageaent 
Co■mission: 

Rufus L. Edmisten, Attorney General, w. A. 
Raney, Jr. , Special teputy Attorney G eneral, 
P.O. Box 629, Raleigh, North Carolina 2760 2  

Poe the Commission Staff: 

Edvard B. Hipp, Co111ission Attorney, North 
Carolina Utilit ies Commission, P. o. Box 991 
Ruffin Building, Raleigh , North Carolina 27602; 
Antoinette Wike, Assistant Commission Attorney, 
North Carolina Util it ies Comaission, P. o. Box 
991 - Ruffin Bu ilding, Raleigh, North Carolina 
27602 

BY THE C08KISSION: 'Ibis proceeding was instituted on Kay 
3, I 974, by the filing of the original siting plan by Duke 
Power Company (Duke or Applicant) follo wed on July 16, 1975, 
by the filing of an Application for a Certificate of Public 
Convenience and Necessity under G.S. 62-110-1 to construct a 
new generating facility on a site near the Yadkin River in 
Davie County, North Carolina, and a revised siting plan for 
the subject facility. By Oeder cf the Coaaission dated July 
30, 1975, Notice of the Applicat ion vas required to be 
published in a newspaper of general circulation in Da vie 
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County, and the Coa■ission, en its own motion, set public 
hearing on the Application to com■ence on October t, 1975, 
in the Com■ission Bearing Boo■, R aleigh, North Caro lina. 
The Order further stated that Duke would have the burden of 
proof to support its Application by testimony of qualified 
witnesses, together with exhibits and data, and to establish 
for the record through competent testimony and evidence 
justification for the proposed flant from economic, power 
supply requirements, reliatility, an d environmental 
viewpoints. 

Under the Application for a Certificate of Public 
Convenience and Necessity, Duke proposes to construct three 
nuclear-fueled stea■-electric gererating units, each with a 
nominal net rating of 1,280 ■egawatts. T he proposed Perkins 
Nuclear Station is a part of Duke's Project 8 1. Project 81 
consists of six identical t,28C megawatt nuclear -fueled 
genera ting units. The six units will be on two sites - one 
in North Carolina (Perkins Nuclear Station) and one in South 
Carolina (Cherokee Nuclear Station ). Duke's subsequent 
testimony was that 1984 is the on-line date for the first 
unit of Project 81, with subsequent units to follow at 
yearly intervals, and that construction on the first unit of 
Project 81 ■ust begin in the summer of 1976. The 
Application provides that the waste heat from the condensers 
vill be dissipated through a closed-cycle system of vet 
mechanical draft cooling towers. Kake-up water for the 
cooling towers vill be pu■ped fro■ the Yadkin River. 

On July 22, t975, the Attorney General of North Carolina 
filed Notice of Intervention on tehalf of the using and 
consu■ing public. An Order Recognizing intervention of 
Attorney General was issued b y  the Commission on July 23, 
1 975 . 

On September 17, 1975, Notice of Intervention was filed by 
David Springer, representing himself, and an order Allowing 
Interv ention was issued by the Commission on September 19, 
1975. 

On 
by t he 
Yadkin 
issued 

Septe■ber t 8, t975, Petitions to Intervene vere filed 
Consu■ers• center of North Carolina, Inc., and the 

River Committee. An Order Allowing Intervention was 
by the co■mission on S eptember 23, t 975. 

On Septe■ber 19, 1975, Petiticr to Intervene was filed by 
the High Rock Lake Association, Inc., a·nd on Septe■ber 19, 
t975, an Order Allowing Intervent ion vas issued by the 
Co•mission. 

Public bearings were held on October t, 2 ,  3, 7, 8, 9 and 
10, 1975, on Jan uary 27, and 28, 1976, and on February 17, 
and 18, 1977. Counsel for all parties appeared and 
participated as shown previously. The Applicant offered 
testimony and exhibits of its witnesses, l!r. Pranz W. Beyer, 
Vice President, System Pl anning; l!r. Willia■ s. Lee, S enior 
Vice President, Engineering and Construction; l!r. L. C. 
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Dail, Chief Engineer, Civil acd EnYiron■ental Division, 
Design Engineering Depart■ent; and Hr. Frank A. Jenkins, 
Vice President, Transmission and Electric Installations. 
The Attorney General offered the testi■ony of lls. Ilona F. 
Potts, Route 2, Box 214, Adv ance , North Carolina, in 
opposition to the granting of a Certificate of P ublic 
Convenience and N ecessity. llr. Ronald Vogler, County 
Manager of Davie County, offerEd a state■ent on behalf of 
the Davie County Board of Co■■issioners in support of the 
granting of the certificate. The H igh Rock Lake 
Association, Inc., offered testi■cny of its Cbair■an of the 
Board, llr. Willia■ G. Pfefferkorn, Sr., in opposition to the 
granting of a Certificate. The Jadkin River Co■■ittee and 
the Consu■ers• Center of North Carolina, Inc., offered the 
testi■ony and exhibits cf Hr. Jesse L. Biley, 854 Henley 
Place, Charlotte, North Carolina, in opposition to the 
granting of a Certificate. The Utilities Co■■ission Staff 
through the cooperation of the Herth Carolina Depart■ent of 
Natural and Econo■ic Resources (NCD!IEB) and the North 
Carolina Depart■ent of eu■an Resources (NCDHR) offered the 
testimony and exhibits cf Dr. lhc■as s. Elle■an, Professor 
and Head of the Nuclear Engineering Department, North 
Carolina State University, lialeigh, North Carolina; !tr. 

Willia■ F. Irish, Econo■ist, North Carolina Utilities 
commission; !tr. Albert B. Calloway, Assistant Director, 
Division of Community Assistance, NCDNER: Hr. Robert E. 
Leak, Director of the Division cf Econo■ic DeYelop■ent, 
NCDNER: Kr. Dan E. l!oDonald, Assistant Director, DiYision 
of Resource Planning and Ev aluation, NCDNER: !tr. L. P. 
Benton, Jr., Head of Field Services Branch, Division of 
Environ■ental llanagement, NC[Nl'F.: and !tr. Dayne R. Brown, 
He ad of Radiation Protection Branch, DiYision of Facility 
Services, NCDHR. 

On September 19, 1975, the Cc■■ission issued Order Giving 
Notice of Intent to Reschedule Eearing based on the fact 
that Duke was reviewing its lead forecast at that ti■e and 
might revise the forecast based on actual 1975 experience. 
The Order deferred the preFaration of Co■■ission Staff 
testimony until the filing of any new forecast and specified 
that, upon the completion of the hearing scheduled to 
commence in October, the hearing would be recessed pending 
the filing of the further data and further order of the 
Commission. 

On Nove■ber 14, 1975, Duke filed revised load growth 
forecasts with the commission. The·co■■ission, on No•e■ber 
17, 1975, issued Order Scheduling Re su■ption of Public 
Hearing to consider the effects of the rev ised load growth 
forecasts and the cc■■ission Staff's testi■ony. The resu■ed 
hearing was set for January 27, I 976, in the Co■■ission 
Rearing Roo■, Ruffin Building, Raleigh, North Carolina. By 
Order Correcting Error issued Nove■ber 28, 1975, the 
Co■■ission corrected the scheduled ti■e of the hearing which 
vas incorrectly stated in the OrdEr of Move■ber 17, 1975. 
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on December 11, 1975, the commission issued order Setting 
Oral Arguments at the Close of Hearing in Lieu of Briefs. 
This order stated that all parties would be afforded an 
opportunity to present oral arguments in lieu of proposed 
Findings .of Pact, Conclusicn� cf Lav, and briefs, and 
direct ed all pa rties to be prepared to present such oral 
arguments immediately upon the conclusions of the 
pres entation of evidence. 

on January 16, 1976, Mr. David Springer filed a Motion 
requesting permission to present additional evidence at the 
reconvened hearing en January 27, ( 976. B:y letter dated 
January (9, J976, Mr. Springer filed certain affidavits and 
appendices. 

on January (6., 1976, the coir,mission issued order Denying 
Hr. David Springer's Moticn to Introduce Evidence Beyon d the 
Scope of Reconvened Hearing on January 27, 1976. The 
Commission stated that the evidence descrited i n  Mr. 
Springer's Hotion was beyond the scope of the reconvened 
hearing and that extensive evidence had been in troduced at 
the previous hearings on these matters, and denie d the 
Motion of Mr. Springer. 

on January 22, 1976, Dr. Hiles Oakley Bidwell, Assistant 
Professor of Economics at Wake Forest Oni versity, filed 
rebuttal tes timony in response tc suppl emental t estimony of 
Applicant's witnesses, F. w. Beje� and William S. Lee. A 
certificate of service accompanying this testimony was 
signed by Thomas s. Erwin, Attorney for Yadkin River 
Committee. 

By date of January 23, I !:76, Hr. David Springer filed 
Motion to Introduce Documents Published by Government During 
and Following Hearing Recessed en October 10, 1975. In the 
Motion, .iir. Springer sought. permission to introduce into the 
record of this proceeding certain att·ached documents as 
exhibits. 

On Janua ry 23, 1916, the Attorney General filed a Motion 
for continuance and further evidentiary hearing. Several 
�·otions were taken under advisen:ent by the Commission during 
the hearings and oral argument. All such motions are deemed 
t o  have been ruled upcn, consistent with the Commission's 
decision set forth below. 

There were two late-filed Requests f or Judicial Notice by 
the Attorney General of North carclina on February 20, 1976, 
and by Mr w David Springer, Interv"nor, on February 24, 1976. 
The Attorney General r€guests the Commission to take 
judi cial notice of the preliminarj Erospectus dated February 
12, 1976, i n  which the proceeding �_gnil.21 !tomic Compan� �· 
Duke Paver Com�!LI, et al. is outlined. The Commission 
takes judicial notice of this preliminary prospectus. f'tr. 
Springer requests the Commission to take judicial notice of 
an internal memorandum cf the Department of Natural. and 
Economic Resources forwarded on to the U.S. Nuclear 
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Regulatory Coamission (NRC) for its consideration. The 
Coa■ission also talces jud icial nctice of this doc u■ent. 

At the conclusicn cf the fUblic hearing on January 28, 
1976, the Commi ssion recessed the hearing to te resumed upon 
further Ord er of the Coa■ission fer the principal purpose of 
considering the rP.sults of pending proceedings before the 
North Carolina Environmental Mar.ageaient Cc■mission regarding 
the use of water from the Yadkin River for the Perlcins 
Plant, and the Commission's separate and independent 
analysis of future requirements for electric serv ice in 
North Carolina as required under G.S. 62-110. I, upon its 
completion. 

On Dece■ber 2 9, 1976, Rufus L. Edmisten, Attorney General 
of North Carolina, on behalf of the North Carolina 
Envi ron■ental Management Commission, filed a Request for 
Judicial Notice of Resolution Ne. 66-41 of said Commission 
entitled "RESOLUTION S!ATING !RE COM MISSION' S  POSITION 
CONCER NING WITHDRAWAL A NC USE CF WATER FROM YADKIN RIVER FOR 
OPERATION OP PROPOSED PERKINS NUCLEAR STATION," and 
requesting that the Utilities cc■mission consider the sa■e 
in making its decision in the Perkins proceeding. The 
Commission set the resumed public hearing to be held in the 
Commission Hearing Room beginning February 17, 1977 . By 
order of the Chairman of the cc,mission, Commissioner w. 

Scott Harvey was appointed to the panel hearing the 
proceeding to take the place of fcrmer Chairman Marvin R. 
W ooten, who had resigned fro■ the Commission, and to whose 
position Commissioner Harvey had been duly appointed. 

At the call of the proceeding, the Comaission allowed the 
Attorney General's Motion tc take Judicial Notice of 
Resolution No. 76-41 of the Environmental Management 
co■mission. 

The Commission Staff offered the testimony of Dennis J. 
Nightingale, Utilities Engin eer, updating all of the Staff 
findings on the use of electricity in North Carolina and 
forecasting the need for electricity in the future, and 
includ ing the Staff Report of the inv estigation and analysis 
and estiaation cf need for future generation ca pacity for 
North Carolina. The Coaaission received into evidence by 
reference to its official reccrds the Comaission•s 1977 
Report of Analysis and Plan: Future Requirements for 
Electric service to North Carolina, issued February 16, 
1977, by Order of the Co■mis.Eicn in Docket No. E-100, Sub 
22, Investi'gation, Analysis and estimation of Future Growth 
in the Use of Electricity and the Need for Future Generating 
Capacity for North Carolina. 

Duke offered the supplemental test iaony of Franz w. Beyer 
and Willia■ lee, updating all data and records of Duke for 
the consumption cf electricity in Duke's service area, and 
provided updated cost estiaates of the construction of 
pertinent portions of the Perkins Nuclear Plant. The Yadkin 
River Association offered the supfle■ental testimony of Dr. 
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"iles Bidwell on the projected use of electric power in 
North Carolina. The following public witnesses ■ade 
sta te■ents in opposition to the proposed Perkins Plant: Dr. 
Isa bel Bittenger, tt.D., Kelley Eaces, Jack Asburn, Hugh E. 
Whitted, ITI, and "ary Davis. 'Ihe Co■■ission allowed the 
■otioo of David Springer to take judici al notice of the
record in Docket No. E-100, Sub 22, Load Forecast case.

The co■mission heard oral argu■ent fro■ all parties on 
February 18, 1977 in lieu of briefs. 

Based upon the evidence rresented at the hearing the 
Co■■ission ■akes the following 

FINDINGS CF FAC'I 

I. That Duke Power Co■pany is a corporation organized 
and existing under the laws of the State of North Carolina, 
and is a public utility operating in North and South 
C arolina where it is engaged in the business of generating, 
trans■itting, distributing and selling electric power and 
energy. 

2. That Duke Power Co■pany has properly ■ade application
to this Co■■ission for a certificate as required prior to
co■■ence■ent of construction of new generating capacity 
(Perkins Nuclear Station) and related transmission 
facilities. That all required notices have been given and 
the necessary parties were present or .had the opportunity to 
be present at the fUblic hearings, including ■e■bers of the 
public vho desired to appear. That duly noticed ti■es vere 
set for public hearings: that hearings were held on October 
I, 2, 3 ,  7, 8, 9, 10, 1975, January 27 and 28, 1976 and 
February I 7 and I 8, I 977; and that Applicant, Sta ff, 
Intervenors and me■bers of the rublic presented their views 

concerning the subj ect Application. That a record vas made

of the bearings, testimony and crcss-exa■ination. 

3. Th at based on the evidence of future need for 
electric power in the Duke Pover Co■pany service area, and 
t he Co■■ission•s ovn independent analysis of future 
requirements for el ectricity service to North Carolina, ■ade 
under G.S. 62-110.1, and cocsidering the possibility of 
available purchase power and fCOling agree■ents, public 
convenience and necessity requires that Duke construct an 
additional 3,840 "w of electric capacity over certified 
capacity for operation between 1965 and 1989. 

4. That the proposed site tor the Perkins Nuclear
Generating station is, considering the public convenience
and necessit y and the alternative sites available, the ■ost
appropriate.

5. That the proposed Perkins Nuclear Station is,
considering the public convenience and necessity and the 
alt ernative types of generation available, the ■ost 
appropriate, and the Co■■ission appro ves the esti■ated 

... 
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construction cost of S3,343,388,000 and finds that such 
construction vill be consistent with the Com■ission•s plan 
for the expansion of electric generating capacity. 

6. That the froposed cooling facilities at the Perkins
Nuclear Station are, considering the fUblic convenience and
necessity, the ■est appropriate.

7. That the proposed Eerkins Nuclear Generating Station 
is in view of the econo■ic a nd sccial needs and the public 
convenience and necessity, the ■ost appropriate. 

8. That the proposed Perkins Nuclear Generating station
is, considering the public con,enience and necessity and the
total environmental i■pact, the most appropriate.

9. That the record as developed ty the parties to this 
proceeding is substantial and sufficiently adequate for the 
Comm ission to rely upon to make its decision.

EVICENCE AND CCNCLOSIONS FOR FlNDlNG OF FACT NO. 3 

Mr. Beyer testified tha t  his resfonsibilities included the 
planning of all generation, trans■ission and distribution 
facilities necessary for SUffly of the future de■and for 
electricity in the Duke service area. Mr. Beyer further 
testified that the de■and fer fover increased at a rapid 
rate during the period 1970-1973, but in 1974 decreased by 
approxi■ately 2 percent fro■ 1973, and that, in bis opinion, 
the decrease vas due to the co■bined effects of the energy 
crisis and the downturn in the eccnomy. 

Under cross-examination , !Ir . Beyer indicated that on 
January 6, 1976, its custo■ers used 172.8 ■illion kilowatt
hours in a 24-hour i:eriod. 'Ihe previous high was 167.4 
million kilowatt-hours used on August 26, 1975. Another new 
level of 176.8 million kilowatt-hours was reached on January 
19, 1976. Additionally, D ulce alsc registered a record for 
maximum peak load when the system reached 8,598 KW at 9:00 
a.a. , llonday, January 19, 1976.

In Kr. Beyer•s prefiled testi�cny, dated January 21, 1977, 
Duke had attained a new peak of 9,486 Iii on January 17, 
1977. This is a 10.J� increasE ov er Duke's previous peak 
load. Included in this testimcny vas Beyer Exhibit I dated 
2/17/77 which showed Duke's planned construction schedule 
from 1981 through 1990. !Ir. Beyer statEd that the capacity 
additions scheduled to go ill service on the Du .ke syste■ 
constitute the addition of eight large nuclear units in a 
nin e-year period, and the scheduled in-service dates of 
those units a re critical to meeting the ■ini■um reserve. 
The in-serv ice dates for the units currently scheduled 
represent the optimu■ use of the available resources, and 
any significant change in scheduling could result in cost 
increases or possible failure to ■eet load require■ents. 
While it is feasible to slow down construction should actual 
peak loads prove to be below the forecast, there is no vay
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that constructi on cf these units could be accelerated should 
the peak loads emerge higher than those forecast. 

In the October 1975 hearings, Mr. Irish testified for the 
Commission Staff t hat he is a ■e■ber of the coa■ission Peak 
Load Forecast Task Poree which is (I) reviewing and 
analyzing the peak load forecasts and ■ethodologies of the 
three paver co■panies operating in North Carolina, and (2) 
will make an independent peak load forecast for each of the 
companies as required by G.S. 6�-110. I of the North Carolina 
General Assembly; that he has studied Duke's forecast and 
methodology and considers it to te a serious and exhaustive 
effort to give the best forecast fCssible under the present 
circumstances. 

Under cross-examination, Mr. Irish testified that any 
predictions as to future conditions involve judgaent and 
h istorical experience; that he expects Duke's base load to 
recover to its previous level and probably exceed that in 
the future ; that he did not have any expectations with 
respect to specific electrical usage for the textile 
industry and the industrial base load overall; and that he 
cannot presently judge whether the decrease in KWH sales to 
the textile industry is structural or merely due to the 
recession. 

Mr. L. c. Dail indicated in his testi■ony for Duke that 
the delay of one year for opera ticn of the first unit of 
Projec t Bl, as described by Mr. Boyer (January 1976 
testimony), did not allow a corresponding one-year delay in 
start of construction. Because of the projected lov 
reserves Duke must rring the first unit of Project Bl int� 
service in 1984. A new evaluaticn of construction time for 
Project 81 has resulted in the develop■ent of alternative 
construction schedules to insure the availability of the 
first unit of Project 81 in 19811. Alternative I requires 
the construction of Perkins to co■mence in September of 1976 
and Cherokee in August of 1977. Alternative 2 (the current 
construction schedule) would reverse this sequence with 
Cherokee in August of 1976 and Perkins in Septeaber of 1977. 
Mr. Dail concluded that this certificate remains as an 
urgent item in the programming cf Project 81 in order for 
Duke to proceed with planning, construction and operation in 
an efficient manner. 

Mr. Dennis J. Nightingale, Utilities Engineer, North 
Carolina Utilities co■■ission, testified in the January 1 976 
hearings, that he had revie�ed the need for the capacity 
associated with the Perkins Nuclear Station utilizing 
"percent reserves" and "loss of load probability" (LOLP) • 
He concluded that delaying each Perkins unit one year has a 
significant effect on the loss of load probability and 
reserve margins. For the February 1977 hearings, Mr. 
Nightingale subai tted prefiled testimony based upon the 
St¼ff's analysis Duke n eeds at least 1200 MW of nev capacity 
to be constructed each year (1984-1990) to satisfy a 15 
percent sum■er reserve margin criteria. 
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Hr. Nightingale, in his prefiled t estimony, dated January 
7, 1977, tes tified that in vie � of the a1aost 1ooi 
coincid ence of system peaks in the Virginia - Carolina 
Subregion (V�CAR) SERC, most major intertie help will 
pcobably be from cutside the VACAR subregion. Hr. 
Nightingale showed in DJN Exhibit No. 6, that VACAR projects 
a considerable drop in its reserves after the Summer of 
J 982, and that the southern subregion sh o111s a similar 
decrease in reserves after the summer of 1985. He also 
indicated that the Tennes�ee Valley Auth ority projected high 
summer reserves thrcugh 1985, hovever, there vas no data 
a vailable be yond 1985. 

In Febr uary of 1977, the North Carolina Utilities 
Com1J.ission publish ed its 11 Repcrt of Analysis and Plan: 
Yuture Requirements for Electricity Service to North 
Carolina". The report shc111s a 6. SOS g rowth in peak load for 
Duke between 1976-1986 and a 6 .. Es, growth between 1986-(990. 
Using the Commis sion's reserve criteria of 15% in the summer 
and 20% in the winter, additiona l base load generating 
capa city that has not been certified of over 1200 HR is 
required for the winters cf 1985, 1987 and )989. 

The Yadkin River Committee and consume rs• cent er of North 
Carolina r Inc., pre sented the testimony of Mr. Jesse L. 
Riley, esq Henley Pla ce, Charlotter North Carolina, at the 
January 1976 hearings with respect t o  load growth 
forecasting. Mr. Riley testified that during the 1960'sr 
usage of e lectrical Fewer gre� at a steady rate of 
approximately 8 p ercent per year; that Duke's increase in 
g enerating capacity did not keeE pace with this rate of 
grow th, resulting in shortfalls- and near shortfalls; that 
during the J9601s and early 19101s Duke's predictions of 
future demand were accurate tc 11ithin 5 percent of five-year 
projections and 1-112 percent fer one-year projecti ons; and 
that in recent times Duke's predictions have been frequently 
rev ised downward, only to have actually experienced growth 
at  a lesser rate than vas predicted .. �r. Biley stated that 
although the growth in load decliEed from the summer of 1973 
to the summer of 1974, Duke's fcreca ste rs are predicting the 
recurrence of historical growth rates for the future. 

Mr. Biley further tes tified that Duke treats the recent 
anomalies in load growth as being temporary aberrationsr 
irrelevant to the long-term trend; that Duke has not 
factored these anomalies into its long-term forecast; that 
beginning in 1971, Duke's forecast for the year 1982 has 
been declining by appr oximately 1,000 nw per year; and 
concluded that these circu11stances indicate that there is 
more at work than a mer e short-term economic fluctua tion. 
Mr. Riley stated that Duke's approach t o  forecasting is 
archaic and irrati onal; that he has d evelo1=ed an econometric 
projection of futu;:-e load growth based on a perc eived 
inverse relationship between the c onstant d ollar cost of 
el ectricity and the demand for electricity; that since J971 
the constant dollar cost of electricity has increased, 
a ccompanied by a corresfonding 1=rcportionate deer.ease in the 
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rate of growth of consumption; and that bis analysis bas 
established a negative elasticity coefficient based on 
analysis of Duke• s revenue versus bas e load consumption. 

Mr. Biley drew the fol lowing conclusions based on bis 
analysis: (a) that grovtb of feak and base is sensitive to 
general economic conditions; (b) average rate of grovth of 
peak for Duke has been declining since the late 1960's; (c) 
the s lowdown in grovth has been ■ost pronounced in Duke's 
lead category, BA; (d) that grovth rates of temperature 
responsive co■ponents of load fara lleled general economic 
conditions; (e) the growth rate of the tase component of 
load leveled off in 1968 and 1969, and declined sharply 
thereafter; (f) a do11Dturn in the growth of KWH sales in 
I 969-1970 coincided 11ith the increasing constant dollar cost 
of electricity; and (g) saturatioc is being approached in 
residential air conditioning. er. Riley further testified 
that the Federal Energy l\dainistr ation•s "Project 
Independence Report" varns that future electricity 
reguirements are subject to a nu■ber of uncertainties, 
including the future prices and a vailability of alternative 
fuels, differential rates of gro11th for peak demand and 
overall consu■ption, feak pricillg, and lessened efficiency 
of new large plants; that !'EA expressed concern rega rding 
t he ne11 large plants; that FEl\ expressed concern regarding 
the ability of the electric industry to finance necessary 
expansion; that FEl\ concedes the existence of a negative 
price elasticity f or electrical de■an d, although the agency 
does not agree vith Mr. Riley's assess■ent of the quantum of 
that effect; and that Duke has experienced a strong decrease 
in gro11th. 

He further stated that even if Duke's projections are 
accurate and the project does not co■e on line as proposed 
by Duke, all that 11ill be lacking will be reserve capacity; 
that if demand exceeds capacity, shortages would be for only 
brief periods, and Duke cculd then reapply for a 
Certificate; that ■any alternatives are available prior to 
any real risk of a shortage. 

Mr. Riley also stated that Duke has failed to establish 
that it is financially qualifie d to build Perkins; that Duke 
is dependent for its revenues upcll the decisions of several 
public utility co■missions; that rais ing capital by the sale 
of debt or equity in the future will be difficult; and that 
Duke's construction progra■ vill require excessive rate 
r elief vhich the Co■■ission vill be unable to grant. 

Under cross-exa■ination, Mr. Biley testified that h e  had 
participated in several previous tuke nuclear projects and 
r at e  cases; that his forecast of the peak load for the 
winter of 1975-1976 11ill be approximately 8,000 811; that his 
character ization of the year 1975 as a "no-growth year" is 
incorrect with respect to grovtb ill peak de■and; that bis 
prediction of a peak load of 6, 200 MW for the year 1982 is 
probably an over-prediction; that in prior testi■ony before 
the Utilities Co■■issioll a nd in the Catawba proceeding 
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before the Nuclear Regulatory Com1ission, be bad predicted a 
(982 peak load of 8,000-9,000 IIW; tha t the difference in the 
two forecasts for the year 1982 was based on "conservatis■" 
with the intent of preserving credibility; that he 
considered Duke to be a well-1anaged coapany until Duke 
started its program of construction of nuclear plants; that 
he considers the risk s  of building nuclear plants to be 
intolerable; that he considers the generation of electricity 
by means of n uclear power not to te cheaper than generation 
with fossil fuels; that he feels Duke should rely on fossil 
fuel plants and solar power for its future generating needs. 

Following the testiaony of Intervenor's Witness Riley, llr. 
Beyer offered further testiaony. Mr. Beyer testified that 
historically the base load portion of Duke's load has been 
much more responsive to economic conditions than the 
weather-responsive portion of the load; that in constant 
dollars the increase in Duke's rates for the average 
customer has been 38 percent from 1971 to July, 1975; that 
Duke's compound rate cf growth cf sales fro• 1970-1973 was 
8.6 percent and 5.7 percent from 1970-1 974; that the 
southeastern Electric Reliability Council is not an electric 
power marketing agency, and therefore , has no paver to sell; 
that while the Tennessee Valley Authority is a w inter 
peaking system, TVA has a seasonal diversity exchange with 
some power companies in the southwest to sell their excess 
summer capacity; that Duke used a modified exponential fora 
which results in a declining growth rate in the future; and 
that Duke is not building capacity into its construction 
program to allow Duke to be a seller to companies outside 
its service area in the (980's, since building capacity to 
meet the needs of its service is ahout all the Coapany can 
do. 

Dr. lliles Oakley Bidwell, Assistant Professor of 
Economics, Wake Forest University , at the January 1976 
hearing, presented a series of five equations to represent 
mathematica lly the paraaeters affecting the use of 
electri city. Re stated that be had aade studies of the 
behavior of Duke Paver customers ever the last twenty years 
and found the major factors affecting usage to be per capita 
income, the price of electricity, the price of substitute 
energy sources, and the price of electrical appliances. 
Mathematical correlation with these paraaeters was 
established by assigning estimated coefficients to the 
iultiple regression equations. 

Dr . Bidwell concluded that depending on what happens to 
per capita incoae over the next ten years and depending on 
the amount of price increase of electricity, it is quite 
possible there will be no increase in the total de■and. 
Also, under a di fferent pricing systea, unde.r which the 
deaand for electricity were 1ore evenly spread out, it would 
be possible for Duke Power to double the amount of 
electricity they presently generate without building any new 
capacity whatsoever. 
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Under cross-examination, Dr. Bidwell testified that he had 
not previously perfcr■ed a forecast f or a utility nor did he 
consider his testimony in this proceeding to be a forecast. 
He further indicated that his hypothesis had not been 
verified by actual experience. He indicated that the 
parameters and judgment utilized in his hypothesis could 
affect the results. Dr. Bidwell concluded that be vas not 
making a forecast as to �eat demand but vas atte■pting to 
develop an analysis that would reflect current changes in 
the pattern of electric energy usage. 

In the Fe bruar y 1977 hearing, Dr. Bidwell testified that 
he felt a Si growth in residential de ■and vas unreasonable 
and that use depends on whether a custo■er bases his 
decision on average cost or ■arginal ccst. He further 
stated that he was opposed to nuclear power. 

The Commission finds from the evidence that during the 
period J970-1973 the de1and fer pcver increased at a rapid 
rate but in 1974 decreased by approxi■ately 2 percent fro■ 
J973. The peak load experienced in the winter of 1976 was 
9,486 �W topping the J975 peak by about J0.3 percent. The 
Commission finds reasonable tuke•s contention that the 
decr ease in J974 and the percentage increase in 1975 were 
due to the combined effects of the energy crisis and the 
downturn in the economy. 

Duke is making an effort to utilize lover reserves based 
on overriding considerations involving the efficient 
management and allocation of its resources during the decade 
o f  the 1980's. These considerations are mandatory as they 
affect the ultimate cost to the consuming public. The 
Commission finds that in its Staff's analysis and in its ovn 
independent analysis, large base load generating capacity is 
required on an annual basis in Duke's service territory. 

The Commission finds that tuke Power Company is a member 
o f  the Virginia - Carolinas Subregion (VACAR) of SERC. That 
there is almost a IOOl coincidence of system peaks in the 
VACAR subregion and that VACAR projects a considerable 
decr ease in reserve 1rargins after the su■mer of 1982. It 
also finds that neighboring areas show similar trends in 
reserve margins. The Commission concludes that Duke will be 
unable to purchase power fro■ neighboring areas in a■ounts 
equal to the proposed Perkins facility ror its expected 
service life. 

The Commission concludes that beyond question tllere exists 
a need for increased electric generation in the Duke Power 
Service area. P ublic Convenience and Necessity mandates 
that the Perkins and subsequent plants be constructed as 
scheduled by Duke. The peak lead forecasts developed by 
Duke and the Commission were not brought seriously into 
question and, thus, provide co■petent and substantial 
evidence upon which the Com■ission can rely. 
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EVIDENCE AND CONCLUSIONS FOR FINDING OP FACT NO. 4 

Mr. Dail testifi ed concerning the pr oposed Perkins Nuclear 
station site lccation, ecological studies, engineering 
studies, water use evaluations, pecmits and licenses 
required, a nd env ironmental impact assessment. The site of 
the station is in Davie County, North Carolina, on the 
Yadkin River, approximately ten miles north of Salisbury, 17 
miles southwest of Winston-Salem, and seven miles southeast 
of Mocksville, Nor th Carolina. 

Studies to determine the suitability of the Perkins site 
for a nuclear station included extensive research, data 
collection, evaluation, and prediction in the fields of 
hydrology, meteorology, ecology, geolog y, seismology, and 
demography. Operati on of the station will require an 
average water consutrfticn of 82 cfs from the Yad kin River. 
This 82 cfs is about 2.9 percent of t he average annual yield 
at the Yadkin College gage (stream flow) and is compatible 
with present and projected future vater use s in the Yadkin 
Rive·r Basin. 

In summary, Mr. Dail concluded that early site studies 
clearly showed t he Perkins site tc be suitable; subsequent 
detailed environmental and engineering investigations on 
sit e have confirmed site suitability; an independent 
assessment- by the Nuclear Begulatory commission as described 
in its Pinal Environmental Statement has also confirmed site 
suitability; a nd Duke has a h igh probability of securing the 
remaining federal, state, and lccal agency licenses and 
permits. 

Mr. Frank A. Jenkins described the transmission system of 
Duke and its interconnections with adjoining companies. He 
pointed out that the proposed Perkins Station is in close 
proximity to a major network of 230 kV transmission lines as 
demonstrated by the Revised siting Plan, Perkins Nuclear 
Station, which was placed in evidence. He further indicated 
that guidelines in publicat ions of the United States 
Department of the Interior, United States Department of 
Agriculture, and the Fed eral Power commission w·ere followed 
in selecting transmission rights-cf-way. The transmission 
lines necessary t o  integrate the output of Perkins N uclear 
Stat ion in the Duke transmissio� system were described in 
detail. 

Mr. Steven Charles Sink, Bo ute I, Box 23, Lin wood, North 
Carolina, indicated that he was a member of a Committ ee for 
High Bock Lake formed for the purpose of identifying 
problems in High Rock Lake and finding solutions to those 
problem s. He asked th e commission to thoroughly consider 
the effect that Perkins Nuclear Station might have on High 
Rock Lake. 

Hr. Jimmy w. Phillips, County Manager for Davidson County, 
indicated that he was net oppqsed to the building of Perkins 
Nuclear Station but was opposed to t he use of the Yadkin 
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He further indicated that Davidson county was the 
fastest growing county in North Carolina and that the 
of Perkins Nuclear Station's use of the Yadkin River 
be thoroughl y anal yzed. 

Mr. Sa■u el Kelly E anes, Route 
Carolina, asked the co■■ission to 
potentially har■ful i■pact that 
would have on the Yadkin River and 

� Box 595, Dobson, North 
carefully consider the 
Perkins Nuclear Station 

the Yadkin Riv er Valley. 

In the February 1977 hearing, Hr. Willia■ L. Lee, under 
cross-exa■ination, testified that moving the Perkins Nucl ear 
Station to another site at this ti■e would delay the 
co■■ercial operation of this facility for approti■ately four 
(4) years. Re also stated that such alternate sites at Lake 

Nor■an or in South Carolina Mere unacceptable because of 
uncertainty in lake cooling regulations (Lake Norman) and 
the additional transmission costs (South Carolina) to get 
the energy to load centers. 

The Co■■ission concludes that selection of this site and 
mode of generation was based on its proxi■ity to the load 
center and existing trans■ission syste■s, availability of 
sufficient condenser cooling water, ■.1.n.1.110■ relocation of 
people and access facilities and suitable foundation 
■aterial and, therefore, serves the interest of syste■ 
economy. The addition of the capacity of this station to 
the system will greatly enhance the syste■ reliability by 
pro viding needed caFacity and reserves. 

The Co■■ission further concludes that construction of the 
proposed station will requir e additional trans■ission lines 
to trans■it the station electrical output into the Duke 
transmission system, and, based on av ailable technology, the 
construction of trans■ission additions, as shown in D uke's 
Application, is the best alternative for trans■itting 
electric energ y  fro■ this station, considering econo■ics, 
env iron■ental acceptability and systea reliability. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 5 

Mr. w. L. Lee in the January 1976 bearing, testified that 
alternatives to the proposed station which were considered 
included purchased energy, upgrading olde r plants, base load 
operation of peaking units, and other types of generation. 
He further detailed the site-flan alternatives for Project 
Bl an d concluded that Perkins Nuclear Station as a part of 
Project 81 was the best alternativ e, economically and 
environmentally, to provide the electric generating 
capability necessary to ■eet the projected load in the 

I 980 • s. 

H r. Lee concluded that, on the basis of extensive studies 
of future growth , economics, environ■ental factors, and the 
regulatory situation, generation fro■ Project Bl was 
necessary to meet the public need for electricity in the 
1980's. F urther ,  the lowest cost of electricity to the 
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consumer could be provided if Project 
nuclear units vhen compared to any 
generation available in technology today. 
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81 consisted of 
other alternative 

In tte February 1977 hear ing, llr. Lee presented the 
analysis of tvo viable alternatives f or base-load generation 
which vere coal-fired and nuclear-fueled. Duke's analyses 
of t hese two alternatives de■cnstrated a large economic 
advantage for nuclear-fueled un its. This economic advantage 
of nuclear generaticn over ccal-fired generation is 
relatively insensitive to variations in capacity factor (40 
and 100 percent) or assu■ed future inflation in the cost of 
fuel. It vas shown that for the estimated cost of fuel, a 
nuclear plant is more economical than the fossil alternative 
for all station capacity factors above 40 percent. 
Postulating the cost of nuclear fuel to be 125 percent of 
the estimated cost an d the fossil fuel costs to be as lov as 
75 p ercent of the estimated cost, the nuclear alternative 
has an economic advantage over the fossil generation. 
Further, the studies indicate that the nuclear alternative 
still has the econo■ic advantage if nuclear fuel costs 
double and coal costs remain the sa■e. 

Mr. Dennis J. Nightingale testified that the Staff, in 
analyzing which types of new facilities should be 
constructed , collected data from the local utilities, 
Federal Energy Ad■inistration, Federal Power Com■ission, 
Energy Research and Develcf■ent A d■inistration, Electric 
Power Research Institute, the Edison Electric Institute and 
the Nuclear Regulatcry Co■■ission. With this data base, a 
series of cost comparisons vere performed to determine the 
sensitivity of the results to data inputs. The cost 
comparisons between a nuclear and a low sulfur coal unit 
included (II assumption of accurate capital cost estimates, 
(2) assumption of accurate fuel cost and operating and 

maintenance costs esti■ates, (3) varying assumptions on 
hours of operation and capacity factor relationships f or 
economic operation of different flant types, ( 4) assumption 
of 50 and 100 percent increases in nuclear fuel costs, and 
(5) a total lifetime cost comparison of plant types assuming

a 5.si inflation rate for fuel ccsts. osing the Staff's 
best estimated for future costs, nuclear facilities 
demonstrated a definite econo■ic advantage over lov sulfur 
co al facilities. 

The NCOC's "Report of Analysis and Plan: Future 
Bequirements for Electricity Service to North Carolina" 
indicates that for Duke Power Company base load nuclear 
genera ting facilities are the most economical to construct 
and will optimize Duke's generation ■ix. The report also 
indicates that such other generating types: solar, vind, 
geothermal, ocean are not expected to be available in 
sufficient quantities or at ccsts comparable to nuclear 
generating facilities in the near future. 

Dr. Thomas S. Ell em an, Professor and Read of the Nuclear 
Engineering Department, North Carolina Sta te University, 
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Raleigh, North Carolina, appeared on behalf of the Staff. 
Dr. Elleman testified that his remarks pertain to reactor 
safety in general and net to any specific plant; that be 
believes that it is necessary for the country to accelerate 
the construction of nuclear po�er plants for the generation 
of electricity; that a strong national and state commitment 
to nuclear energy is required to successfully add the needed 
component of nuclear power to our national resources; that 
h e  regards conservation of energy a s  a necessary component 
of our energy transition, not as an alternative; that 
nuclear power is co•ing under increa sing attack from a 
variety of environmental groups and indiv iduals, which has 
led some to conclude that the old vays of generating 
electricity are the best, but he relieves this to be the 
wrong approach; that all present methods of generation of 
electricity involve some risks; and that we must weigh the 
risks against the benefits Ftovided by any energy source. 
or. Elleman further testified that he telieves nuclear power 
can and does provide che aper electrici'ty with more 
nrotection to the public and the , environment than any 
alternative energy source available today and that the 
safety record of the nuclear industry is unparalleled. 

Dr. Elleman summari zed his reasons for believing nuclear 
power to be both a necessary and desirable energy source for 
the future generation of electricity as follows: in spite 
of higher capital costs of nuclear power plants compared 
with convent ional plants, the electricity generated by 
nuclear plants is cheap er than that produced by oil or coal; 
the expected frequency and predicted consequences of an 
accident at a nuclear plant indicat e that nuclear power 
h az ards are much lover than .any of the other environmental 
hazards we are exposed to daily; the only v ay to "prove" the 
safety of nuclear Flants is through continued successful 
o peration and not by means of a mor atorium; that the threat
of plutonium to society through terrorist activities has
b een overestimated; and that decisions on nuclear power must 
be made by balancing the benefits against the risks and the 
risks presently appear accept able.

Under cross-examination, Ir. Elleman testified that a 
t errorist grcup could shut down or disable a nuclear power 
plant but it is unlikely that such a group could create a 
rel ease of fission products free the plant: that he sees a 
shift from natural gas and oil to coal and nuclear power; 
that he sees electricity constituting a much larger fraction 
of our energy resources in the future since it can be 
transmitted long distances and it is a nonpolluting means of 
transm itting energy; and that uranium reprocessing 
facilities have been delayed by the election of government 
not to decide the question of usage of plutonium in nuclear 
plants yet and by lack of large volumes of wastes for 
reprocessing. 

Ms. Paula Clatterbuck of 2915 Faw Road, Winston-Salem, 
North Carolina, representing Community Environmental Action 
Associa tion in Winston-Salem, requested that her Association 
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be placed on record as opfCSed to the issuance of a 
certificate by this Commission allowing the construction of 
Perkins Nuclear Station. 

The Commission finds from the evidence that the proposed 
Perkins Nuclear station is a part of Duke's Project 81. The 
proposed Perkins Nuclear Station will have three units, each 
with an electrical output of 1280 MW. The nuclear steam 
supply system for each unit is a 2-loop 4-pn■p pressurized 
water reactor manufactured by Cc■busticn Engineering, Inc., 
and the estimated construction cost of the Perkins Nuclear 
Station is $3 ,343,388,000, exclusive of fuel but including 
cooling towers and transmission lines. 

The Commission concludes that, of the alternative types of 
generation, only a coal-fired steam plant was found to 
warrant serious consideration. The analysis of two

alt ernative patterns of new generation demonstrated a large 
economic advantage for nuclear-fueled units. Considering 
the coal-fired stea• flant, coal would have to be available 
at a cost substantially belcv estimated levels to be 
economically competitive with nuclear generation. There is 
no indication of a reduction in the price of coal for the 
foreseeatle future. Although nuclear plants require higher 
initia l investment, they provide lover ultimate cost to the 
consumer. In  addition to the overall economic advantage, 
there are a number of environmental advantages of nuclear 
units as comp ared with coal-fired units. Since combustion 
of fossil fuels is not involved, the nuclear plant offers no 
air polluti on. Although the plant does produce 
ra�ioactivity, release will be well within permissible 
radiation limits. Land use and pollution preventative 
measures associated with fly ash impoundment and control 
will be nonexistent at the nuclear station. Overall, the 
low noise levels and general cle anliness of the Perkins 
Station are far ■ore aesthetically acceptable than an 
equivalent coal-fired station. Either alternative will meet

all appl icable pollution control limits.

The Commission further concludes that 
the proposed Perkins Nuclear Station 
results of its Report of Analysis 
Requirements for Electricity service to 

the construction of 
is consistent with

and Plan: Future 
North c arolina. 

EVI DENCE AND CCNCLOSIONS FOB FINDING OF FACT NO. 6 

Mr. William s. Lee testified that historically Duke
preferred the use of cooling lakes instead of cooling 
towers. However, during the site selection studies for 
Project 81, the U.S. Environmenta l Protection Agency in 
July, 1973 indicated the possibility of regulations 
prohibiting the use of cooling lakes for ne w plants. In 
October 1974, EPA promulgated regulations which made cooling 
towers nece ssary for units of the Perkins vintage. Duke 
joined with others to ccntest ttese regulations in court but 
continued site studies with these regu lations in ■ind. The 
restraint of using cooling to ve rs was i ■posed on all sites 
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t o  ensure that the station could be b rought into service in 
ti■e to ■eet future power reguire■ents and sa tisfy 
regulatory requirements. Under this restraint, sites 
suitable for cooling towers onl� were found to be superior 
fro■ an economic and environ■ental standpoint and hence were 
selected. In addition, the use of sites suitable only for 
cooling towers has the further advant age of reserving sites 
w hich have potential for lake cccling for use in future site 
studies. 

On December 8, 19 76 the U.S. Court of A ppeals for the 
Pourth Circuit suspended EPA regulations and ordered the■ to 
be reconsidered. The proposed schedule for the proposed 
effluent guidelines for stea■ electric power plants projects 
a publication date of Karch, 1978. 

Kr. Lee indicated that Duke is into the final licensing 
phases leading to start of ccnstruction of the Perkins 
Station. If Duke waits until final guidelines are av ailable 
fro■ EPA, for ex ample ear ly 1979, before seeking a new site 
for the Perkins generating capacity , and assu■ing one of its 
e xisting lake sites would meet final regu lations for use for 
lake cooling, Duke could net bring the first unit at that 
site into commercial operation until ■id 1990, five years 
behind the current needs. 

Kr. L ee further testified that the difference in capital 
cost between lake cooling an d the proposed closed cycle 
■echanical draft alternative �as approxi■ately SS0,000,000.
He also indicated that the total capitalized penalty for the
cooling to wer system would be around $30,000,000. Kr. Lee 
also stated that the losses due tc the cooling tower would 
be much less than the talked atout 5"• He indicated that 
the energy losses due to cooling towers at the P erkins 
Nuclear Station would be closer to 1.61. 

The Environmental Kanage■ent cc■■ission studied the Yadkin 
River and the effects of Duke's w ithdrawal on downstream 
users. It esti■ates the ccrsu■ptive use of water under 
Duke Is proposal to range up to 112 cfs (KGD). In its
Reso lution 76-41, the Co■■issicn had no objection to Duke's 
withdrawal an d consu■ptive use of water fro■ the Yadkin if 
Duke co■plies with certain proposed conditions. 

The Co■■ission concludes that the proposed mechanical 
draft cooling towers are necessar1 for the ti■ely addition 
of the Perkins Plant to satisfy fu ture load require■ents. 
The Com■ission further concludes that Duke should adhere to 
the Environ■ental Kanage■ent Cc■■ission Resolution 76-41 to 
■iniaize the effects of Duke's withdrawal on downstrea■ 
users. 

EVIDENCE A ND CONCLUSIONS FOR PINDING OF PA CT NO. 7 

Kr. Albert H. Calloway, Assistant Director, Division of
Community A ssistance, North Carclina Depart■ent of Natural 
and Econoaic Resources, Raleigh, North Carolina, appeared 
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for the Comai ssion Staff. Mr. Callow ay testified that he 
was Project Coordinatcr to develop a Report on the Social 
and Econoaic Effects of the Duke Power Coapany Perkins 
Nuc lear Station in Davie county, which was introduced into 
the record; that the re port was pt:epared at the reques·t of 
Mr. James E. Harrington, secretary of the Department of 
Natural and E conomic Re::ources, that the purpose of the 
report w3s to survey and analyze the aajor effects during 
construction and operation of the plant as they involve the 
population, economy and public facilities; that the report 
was based on extensive data gathered by the Project Task 
Force; that the data gathered in cluded questionnaires sent 
to the local governaent officials in areas of the country 
which have ex perienced the ccrstroction of siailar plants; 
and that the conclusion of the report is that Perkins vill 
have a beneficial effect on the social and economic 
conditions in the area. 

Under cross-examination, 
report did net consider the 
Perkins; that the report 
High Rock Lake; and that the 
wou ld be built in accordan ce 

Mr. Calloway testified that the 
effect of the water usage of 

did not consider any effects on 
study assumed that the plant 
with Duke's proposed plan. 

Mr. Bober t E. Leak, Director, Div is ion of Economic 
Develoi:aent, North Carolina Departaent of Natural and 
Economic Resources, Raleigh, North Carolina, appeared for 
the Cc■■ission Staff. Mr. Leak testified that he 
participated in the development of the North Carolina Growth 
Management Study; that the fUt:ICEe of the study was to 
define a policy for economic development and a coaprehensive 
economic growth management policy; that the goal of the 
Steering Committee whi ch directed the study is to raise per 
capita income in North Carolina tc $5,670 ( 1967 dollars) by 
19QO; that the Duke Power Service area is the region of the 
State best able to support the range of goods an d services 
n ecessary to attract sophisticated, high-skill, high-wage, 
high-growth i ndustries which can achieve the goal; that the 
34 counties ser ved by Duke accounted for 50.9 percent of the 
new and expanded industrial facilities attracted to the 
State between 1965 and 1974; and that federal regulations on 
the preventicn of significant air quality deterioration 
would discourage the industrial recruitaent effort in the 
mountains and coastal plains areas of the State and would 
leave only the Piedmont as a grcwth area. 

Un der cross-examination, Kr. leak testified that the level 
of ind ustrial development in the Duke Power service area has 
resulted in a self-perpetuating growth cycle which is 
expected to continue; that growth in the future aay slow due 
to saturation in the use of natcral resources in some areas; 
and that the study considered industrial recruitment to be 
the most viable strategy to achieve its goal. 

Mr. Dail testified for Duke that construction and 
operation of the station is expected to result in certain 
social and economic benefits and costs. The funda■ental 
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be derived from the station will be the power 
and delivered to Duke's customers. The annual 
is expected to be 25,565,000 IIWH. T he secondary 
include averting electrical power shortages, 

tax revenues, new e•plcy■ent opportunities, and 
sales of local and regicnal products. 

!Is. Ilona F. Potts, Boute 2, Box 214, Advance, North 
Carolina, appeared as the representative of a group of 
persons living in the general plant area. She stated that 
the community in general is oppcsed to the project, that it 
will be a hazard, and will disrupt and spoil their way of 
life. She asserted that the Davie County Board of 
Commissioners have not consulted the people directly 
involved and that the Board's support for the project is 
based only on their personal op inions. 

Mr. Ronald Vogler, county llanager of Davie County, North 
Carolina, appeared on behalf of and speaking for the Davie 
County Board of commissioners. !Ir. Vogler stated that the 
Board was elected b y  the majority of voters in Davie county 
an d feel that they are speaking for the majority of the 
people in the County in supporting the granting of a 
Certificate, based on petiticns received by the Board in 
earl y 1974 supporting the construction of the nuclear 
facility in Davie County. 

Mr. Vogler further stated that the Board supports the 
efforts of Duke to locate and construct Perkins Nuclear 
Station in Davie County, as proposed. The Board considers 
Duke to be a responsible company employing very capable 
persons of integrity, and the Board, therefore, considers 
the projections of the need for the f acility and the power 
to be generated to te reliable. 'Ihe Board also feels that a 
shortage of electric power would have a disastrous impact on 
the economy of the area and urges the Utilities commission 
to assure that adequate power will be available. 

The Commission concludes that the soci al and economic 
benefits far outweigh the social and economic disadvantages 
a ssociated with the Perkins Plant. In any event these said 
dis advantages are substantially cutweighed by the public 
c onvenience and necessity shown for the proposed plant. 

EVIDENCE AND CONCLUSIONS FCS FINDING OF FACT NO. 8 

With respect to the total environme.ntal impact of the 
Perkins Nuclear Stati on on the water in High Rock Lake and 
the people residing in the area, the co■■ission heard 
testimony from man y  witnesses. 

Mr. Dan E. llcDonald, Assistant Director, Division of 
Resource Planning and Evaluation, North Carolina Department 
of Natural and Economic Resources, Raleigh, North Carolina, 
app eared for the Commission Staff. !Ir. McDonald testified 
at t he January 1976 hearjogs that ONER studied the effects 
of Duke's proposed Perkins Nuclear Station on water 



CEBTI'flC'ATES 

resources to define conditicn.s under which the vater 
reso urces fe atures of the project vou1d be acceptable to the 
state; that Perkins, as criginally proposed, would have had 
significant adverse effects on stream flows and wa ter 
quality in the Yadkin River: that the project could be 
modified to be acceptable to the Stat e; that, after 
a nalysis, the Department con cluded that Duke could withdraw 
and use wat er from the Yadkin Biver wit hout objection from 
the State under the following conditions: (I) Duke vould 
make no net withdrawals when stream flow is less th an 880 
cfs a s  m easured at the Yadkin College g age, (2) Duke will 
limit withdrawal from the Yadkin to not m ore than 25 perc ent 
of total stream flow, oc not more tha n the portion of stream 
flow which exceeds 880 cfs, whichever is less, (3) Duke's 
maKimum consumptive use of Mater vill not exc eed I 12 cfs, 
and (4) any license or permit tc Duke involving water use or 
withdrawal. will be reviewed at five-year iotervals and be 
subject to whatever modification s the Enviconmental 
Management Commission (EHC) deems appropriate; that Duke 
agreed to these conditions; that the EftC directed DNER to 
conduct a capacity-use investigation under the provisions of 
G.S. J43-2J5. J3(c). 

Under cross-examination, Hr. �cDonald testified t hat the 
EMC can regulate water vithdra�als only by the declaration 
of a capacity-use ar-ea: that the fluctuations in the water 
level of High Rock Lake, using 1974 as an example, wo uld be 
from ele vation 655 feet to 651.2·1, or less than five feet; 
that t he withdrawa l of BO cfs from Hi gh Rock Lake, assuming 
no inflow er outflow, would be a reduction in th e vater 
level of appr oximately O.OJ fee t per day; that the effect of 
Perkins on High Rock Lake d11ring 1974 voula have been to 
decrease the ·water level from 651 .21 feet doliln to 650 feeti 
and that the stream flow in the Yadkin for (974 v as slightly 
above average stream flcv. 

Mr. L. P. Benton, Head of Field servic es Bcanch, Division 
of Enviconmental Management; North Carolina Department of 
Natur al and Economic Resources, Raleigh, North Carolina, 
appeared for th e commission Staff. Hr. Benton testified 
that he is responsible for r€viewing all applications for 
waste water dis charge permits, as vell as applications for 
certifications under Section 401 of Public Law 92-500; that 
Duke applied for certi.fication cf th e Perkins Project on 
,January 29, 1975; that on Feb ruaiy 13, 1975, a public notice 
was publ;i.shed in the ]�!,_g Count._y Enterpri§§ Record 
concecning the intent of DEH tc issue certification; that no 
adverse comments re lating tc the proposed action were 
received; and that on July 7, 1975, the cectific ation w as 
issued. Hr. Benton further testified that Duke had not then 
filed application for the reguired North Carolina discharge 
permit; that he has no reason to telieve that the required 
permit should not be issued upcn the filing o.f the necessary 
appl ication and supporting documents; and that on the ba sis 
of his best professicna 1 judgment the ,proposed .facil.ities 
are capable o.f not only meeting the applicable effluent 
limits but of protecting the �ater quality standards. Hr. 
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Benton also testified that he considers either mechanical 
dra ft cooling tower techniques, as proposed for Perkins, or 
natural draft techniques to be equally effective fro■ the 
point of view of heated water ■anage■ent. 

under cross-exa■ination, Mr. Benton testified that a State 
of North Carolina D ischarge Per1it will be required 30 days 
prior to start of constru ction of vaste vater treat■ent 
facilit ies; that the criteria fer approving or disapproving 
a per■it application are the i■pact of the discharge on 
water quality standards and the i1pact of the discharge upon 
effluent lim itations proaulgate d by North Carolina or the 
EPA; that, in order to deteraine whether water quality 
standards can be protected, the joint effect of all 
discharges in the strea■ seg■ent 1ust be considered; that he 
is fa■iliar with co■plaints concerning water quality in the 
Yadkin River in the vicinity of the Perkins site and of f ish 
kills in the Yadkin Ri ver; that the daily average pollution 
load in the Yadkin River is higher than ten years ago ; and 
that Duke will have to ■eet t he applicable st ate and federal 
effluent stan dards. 

Mr. Dail, Duke Power Co11pan y, testified that the waste 
beat produced during the operation of Perkins will be 
dissipated through the use of -et mechanical draft cooling 
towers. Although the majority of the vaste heat will be 
dissipated directly to the at■csphere, the operation of the 
cooling towers requires that a small a■ount of water be 
discharged into the Ya dkin River. Evaluation of the effect 
of this s■all a■ount of heated water discharged into the 
Yadkin River indicated tha t eve n under the ■ost adverse 
■eteorological and hydrological conditions the ther■al plume
created is anticipated to be 1ery s■all and would not have
significant adverse effects on the biota in the Yadkin
R iver.

Kr. Willia■ G. Pfefferkorn, Sr., Chairman of the Board, 
High Bock Lake Association, Inc., an intervenor described 
the location, size, and characteristics of High Rock in 
order to explain the lake drawdown proble■ which occurred in 
the late 1950's. As a result cf this proble■, the High Rock 
Lake Association was for■ed in order to solve the drawdown 
proble■ and thereby i■prove water-related recreation on the 
lake. The result was the i■position of restrictions by the 
Federal Power co■■ission en the drawdown of the lake during 
the period Kay 1s-septe■ber 15 of each year. 

Mr. Pfefferkorn further testified that the Association had 
intervened in this proceeding due to concern over the 
effects of the operation of the proposed Perkins Nuclear 
Station on High Bock Lake; that Perkins would have an 
a dverse effect on the quantity as vell as the quality of the 
vater in the Yadkin River; and that, in his opinion, there 
vould be at■ospheric proble■ s and so■e hazard associated 
vith Perkin s. Mr. Pfefferkorn stated that, as the result of 
the concerns of the Association which were not alleviated by 
a presentation by Duke concerning the absence of any 
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significant effect of Perkins on High R ock Lake, the 
Association decided that intervention in this proceeding to 
oppose the project was their only choice. !Ir. Pfefferkorn 
also read into the record an excerpt froa a letter written 
by !Ir . W. Haraon Snead, past fresident of the Association, 
concerning the effects of the crerati on of an atoaic power 
plant by Carolina Power and Light coapany on Lake Robinson. 

With respect to the environ■ental impact resulting froa 
radioactive releases the Coa■ission heard fro■ three 
witnesses. 

11 r. Dayne H .  B rown , Head of the Radiation Protection 
Branch, Division of Facility Serv ices, North Carolina 
Department of Human Resources, Raleigh, North Carolina, 
appeared for the commission Staff. !Ir. Brown testified that 
the Radiation Protection Branch i■plements the 
responsibilities of the Departrent in the area of ionizing 
radiation as pro vided by the North Carolina Radiation 
Protection Act, ChaFter 104E of the North Carolina General 
Sta tutes; that under an agreement with the KRC, the NRC 
maintains exclusive jurisdiction over all on-site 
radiological ■atters at nuclear Flants; that while the State 
does have off-site jurisdiction , it does not have the 
authority t o  establish radioactivity concentration standards 
which would te so restrictive as to have the effect of 
regulating on-site radioactivity levels; the Branch performs 
reviews of: (I) technical Preliainary Safety Analysis
Reports (PS.I.R's), Pinal Safety Analysis Reports (PSAR's), 
Environmental Reports ( ER 's), and NRC draft and final 
E nviron■ent al Ia pact Statements (EIS• s) , (2) en vironaental 
radiation surveillance, and (3) e mergency response planning 
for postulated accidents; that Duke's environaental 
monitoring pr ograa apfears adequate; that the Department is 
in the process of executing a foraal aemorandu■ of 
understanding with Duke to delineate eaergency response and 
emergency response plannin g responsibilit ies; that the 
memorandum obligates Duke to FrC•F tly notify the Departaent 
in the event of significant atnoraal releases of 
radioactivity into the air or •ater; · that , based on the 
assuaption that Perkins will operate in accordance with the 
specifications contained in the P�AR, he does not believe 
that the plant's normal operation will result in significant 
radiation exposures tc nearby residents; and that in the 
event of an accident the e■ergency response plans and 
capabilities will be adequate tc frovide for the protection 
of the public. 

Under cross-exaaination, !Ir. erovn testified that �ny 
radiation standards which the Departaent has governing 
releases into the air or water are well above the li aits set 
by the NRC; that he is absclutely confident, after 
e valuating the planned releases, that Perkins vill aeet the 
State standards; that ChaFter t04E of the North Carolina 
General Statutes established the N orth ca�olina Radiation 
Protection C o■mission which w ill proaulgate regulations to 
be enforced by the DeFart■ent; that his Branch would not 
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have any jurisdiction over the transportation of fuel 
elements or spent fuel exceft in response to an accident; 
and that his duties vould include perpetual ■aintenance and 
custody of any radioactive ■aterials that, in the future, 
11ign t come in to the custody of the State. 

Mr. Dail of Duke Power Company testified that the 
operation of the Perkins Nuc lear Station will result in 
routine, controlled releases of radioactiv e eleaents to tne 
environment. These releases are subject to and limited by 
federal and state regulations and will be only a very small 
percentage of the natural background radiation in the area. 

Professor Elleman, for the Commission Staff, testified 
that radiation levels from a safety operated nuclear plant 
provide a negligible radiaticn exposure to the general 
public; that nuclear reactors releas e no particulates or 
sulphur dioxide that cculd pro,ide an  environ■ental burden; 
that successful solutions to the problem of disposal of 
radioactive wastes are at hand ; and that the legacy to 
future generations of a properly designed waste facility is 
clearly preferable to a legacy of inadequate power and 
exhausted resources of fossil fuels. 

Under cross-examination, er. Elleman testified that no 
t hreshold limits for radiation da•age have been determined; 
that radia tion h azard is believed to be a probabilistic 
phenomenon; that the Rasmussen report on the risks 
associated with a nuclear power plant is based on 
probabilities; that storage of radicactive wastes in salt 
beds has not been carried out on a large scale but has been 
tried experimentally; and that the amounts of radioactive 
wastes generated by industry as a vhole could be contained 
in an area the size of a football field to a depth of three 
or four feet. 

In December 1976 the Ncrth Carolina Environmental 
Management commission adopted Rescluticn No. 76-41 stating 
the Commission's position concerning vithdr aval and use of 
wat er fro■ the Yadkin River for Cferation of the proposed 
Perkins Nuclear Gen erating Station. The Commission 

concluded that Duke could withdraw and use vater from the 
Yadkin River if Duke complies with the following conditions: 
(I) Duke will make no withdrawals vhen stream flov is less

than I ,000 cfs (645 MGD), (2) Duke will limit net
vith dravals from the Yad�in River tc not ■ore than 25� of
the total stream flow, or not more than that portion of this
measured total stream flow that is in excess of 1,000 cfs,
whichever is the lesser, j3) Duke's maximum daily
c onsumptive use of water due to forced ev aporation will not 
exceed 11 2 cfs (721\G D) , ( 4) these conditions will be 
reviewed by the Environmental l\anage■ent Com■ission at not
less than five year intervals and vill be subject to
whatever ■odificaticns the Co■■ission dee■s necessary, and
(5) Duke establish a suitable syste■ for monitoring and
reporting water vithd ravals and vater releases.
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The Commission concludes that the Nuclear Regulatory 
Commi ssion and the North Carolina Department of Human 
Resources, through a votking agree ment with the Nuclear 
Regul�toty Commis sion, have primary responsibility in 
ensuring public safety from radiation exposure generally as 
affected by the design and oper ation of the proposed nuclear 
plant; and that an ApplicatioD ha� been made but the Nuclear 
Regulatory Commi ssion h as no t yet held bearings- or granted a 
permit authorizing ccnstructicn of the proposed plant. 
Hearings by the Nuclear Regulatory Commission are expected 
to commence this year (1977). 

T-he commission further concl•Udes tha t the Department of
Natural and Economic Resources, in conjunc tion vith the U.S. 
Environmen tal Protection Agency, has primary responsibility 
over the use and/or pollution cf the water and air resources 
generally of the State; that said tepartment has studied the 
environmental effects of the iroposed Perkins Nuclear 
Station on the Yadkin River and has issued a 40 I 
Cectification pursuan t  to the Federal Water Po.llution 
Control Act, and th at based on a review, to date, believes 
that additional necessary permits will te issued upon the 
filing of applic ation and supporting doc uments. 

While the Commission reco9ni2es that the Departmen t of 
Human Resources and' the Depar tmEn t of Natural and Economic 
Resources have primary ju risdiction in the establishment, 
review, and surveillance of the design and operation of the 
proposed plant as it might affect the public from radiation 
exposure and as it might affect the water and air resources 
of the St ate, the Utilities Commission retains the overall 
responsibility of determining whether Public Convenience and 
Nece ssity is to be served by construction and operation of 
the Perkins Nuclear Station. 

W'ith respect to the normal 'planned rele ases of r adioactive 
effluents, the Commissi on concludes that Duke has satisfied 
the safety stan dards of the Depaxtmen t of Human Resources in  
that these releases will he within establis hed health 
guidelines; tha t to ensure the plant does not exceed the 
guidelines, the Department of Human R esources will conduct 
ongoing and independent radiation surveillance programs 
around the proposed facility; that, in the event one of the 
postulated accidents cccurs, State and local governments and 
Duke Power Company em ergen cy respcnse pla ns and capabilities 
will be adequate to provide fer frotection of the publi c. 

The Commission agrees with studies hy the· U.S. Public 
Health Service, Bureau of Radiological Healt h  which have 
shown that a pressuri2ed water nuclear power plant results 
in less radiation exposure to the public due to 
cadioactivity in gaseous emissicns than does a modern coal
fired plant, which was the alternative to the Pe rkins 
St ation. The Perkins Station will process all of its 
radioactive liquid waste to reduce the amounts of 
radioactivity s o  that all liguid effluent releases to the 
e nvironmen t will be well within NRC limits and the U.S. 
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Pu blic Health Service li■its. 1he Co■mission concludes that 
the Perkins Station vill have a ■inimal adverse 
environ■ental i■pact when co■pated with alternative modes of 
generation and is found to be the most environ■entally 
accept able. 

The Co■mission finds fro■ the evidence that the station 
vill e■ploy a system of vet ■echanical dr aft cooling tovers 
to dissipate vaste heat via evapctati ve cooling resulting in 
a discharge of vater vapor into the atmosphere. The 
Commission, therefore, conclud es that the cooling tovers as 
descrited by Duke vere selected on the basis of plant 
licensability commensurate with 1ini1u1 environmental 
impact. The amount of evaporative loss is about 69 cfs at 
76 percent station capacity f actor. Through its 
environ■ental ■onitoring progra■, Duke has collected the 
information to evaluate the envircnmental impacts of station 
construction and operation. Operation of the plant vill be 
performed under various licenses and permits of state and 
f ederal agencies. The environmental impact of facility 
oper ation vill be monitored and a ny necessary corrective 
actions vill be taken. 

The Commission concludes and is persuaded by the evidence 
that the environ■ental impact of Perkins Nuclear Station and 
associated transmission facilities is justified considering 
the need for paver, the state of technology and the n ature 
and economics of variou s alternatives. 

EVIDENCE AND CONCLUSIONS FOR !INOING OP PACT NO. 9 

The record in this proceeding is replete vith evidence 
vhich clearly sh ovs the n eed for the generating facilities 
proposed by Duke Pover Company. This need is not only for 
the short-range future but also the need for pover as ve 
approach the next century. 

The Co■missicn is cognizant of G.S. 62-110.1 vhich 
provides that the Com■ission shall develop, publicize, and 
keep curre nt an analysis of the long-range needs for 
expansion of facilities for the generation of electricity in 
North Carolina. The com■ission considered this analysis in 
acting upon the petition by D uke for construction of the 
proposed Pe rkins Nuclear Station. 

IT IS, THEREFORE, ORDFBFD: 

1. That a Certificate cf Public Convenience and 
Necessity be, and it is herety, granted to Duke Pover 
Company for the construction cf Perkins Nuclear Station, 
having a nominal output of 3,840 ■egavatts, to be located on 
a site near the Yadkin River in Davie county, North 
Carolina, as applied for in this Eroceeding subject to the 
conditions hereinafter set forth. 
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2. The Certificate is subject to the 
conditions imposing limita tions UfOn use of water 
Yadkin River for the Perkins Plant: 

'31 

following 
fro■ the 

(a) Duke will make no ne t 1oithdrawals fro■ Yadkin River 
vhen the streamflow is less than t ,000 Cfs (645 !!GD). 

(b) Duka will limit net withdrawals fro■ Yadkin River to
not more than 25i of the total strea■flow, or not
■ore than that porticn of this ■easured total
streamflow that is in excess of 1 , 000 cfs, whichever 
is the lesser quanti ty (refer to Analysis of Yadkin
River Flows with Perkins Pcwer Plant Under Proposed
ONER Withdrawal Eestrictions inclu ded as Attachment A
to said R esoluticn No. 76-41).

(c) Duke's maximum daily consumptive use of water due to
forced evaporation will not exceed I 12 cfs (72 MGD).

(d) These conditions will be reviewed by the Com■ission
after re vie w by the Environmental Management
commission at no t less than 5 year intervals and will
be subject to whate ver scdifications the Co■■ission
deems necessary to conserve and protect water 
resources consistent with the public interest,
including any modification that may arise fro■
declaration of capacity use area pursuant to G.S.
143-215.t t et seq. and1cr issuance of an order
pursuant to N.C.G.S. 143-�t5.t3(d).

(e) That Duke will establi::h a suitable syste■ for
monitoring and reporting water withdrawals and water
releases which is acceptable to the Commission, in
consultation with the Director, Division of
Environmental Management .

1. The plant will be constructed and operated in str ict 
accor dance with all applicable La ws and Regulations, 
including the construction and operation licenses to be 
issued by the Nuclear Regulatory Commission and the permits 
issued by the North Carolina Department of Natural and 
Economic Resources. 

4. Duke P ower company shall on a continuing basis
promptly furnish the Commission with copies of reports made 
by and for the Company bearing on (a) the ecology of the 
Yadkin Riv.er, (b) the effect of the operation of Perkins 
Nuclear Station on the envircn■ent, and (c) technological 
improvements in the construction and operation of generating 
facilities. Also, the Company_ shall on a continuing basis 
ma·ke available for inspection by  the Com■ission staff and 
the Commission �11 projections and studies made by or for 
the Company regarding system load projections, system 
generation outage and reliability records (or studies), its 
generation site studies (includ ing a listing of possible 
sit.es held by any Company-owned affiliates), data on nuclear 
sources inclu ding suppliers and costs and any contracts 
executed vith regard to fuel procurement, and data on 
disposal of fuel wastes. 



I 38 EL!C1BlC ITY 

5. During the month of January of each year, beginning
vith the year 1977, D uke sha ll furnish the Coa■ission with a 
progress report vhich shall provide information upon which 
the Commission may evaluate the curre nt status of the 
construction of sai d  facility and the time at vhich it is 
anticipated said facility, or �El �art thereof, m ight become 
operational for the g enera·tion of electric energy. 

ISSOED BY ORDER 01 THf COMMISSION. 
This the 4th day cf March, 1977. 

(SEAL) 
NORTH CAEOIINA 01ILITIES COMMISS ION 
KatherinE M. Peele, Chief clerk 

DOCKE T NO. E-�, SOB 297 

BEPORE THE NORTH CAROLINA OTILI'llES CCl!MISSION 

In the Matt er of 
Application of Carolina Pover & Light Company for ) ORDER 
Authority to Increase its Rates and Charges in ) SETTING 
its Service A rea W ithin North Ca rclina ) RATES 

HEARD IN: 

BEl'ORE: 

A PPEARANCES: 

The Commission Hearing Roa■, Ruffin Building, 
One west Morgan Street, Raleigh, North 
Carolina, on April 12-15, 1977, and April 19-
22, 1977 

commissioners Assembly Room, county 
Administration Building, 320 Chestnut Street, 
Wilmington, North Carolina, on April 27, 1977 

District Courtroom No. I, Seventh Floor, 
Buncombe Couoty Cottthouse, C ourthouse Plaza, 
Asheville, North Carolina, on April 28, 1977 

Chairman Tenney I. r:eane, Jr. (Presiding), and 
Commissioners B en E. Roney, w. Lester Teal, 
Jr., and Barbara A. Simpson 

For the Applicant: 

R. c. Hovison, Jr., Joyner & Hov ison, Attorneys
at Law, Wachovia Eank Bu ilding, Raleigh, North
Carolina 27602

William E. Graham, Jr., and Richard E. Jones,
Attorneys at Law, Carolina Power & Light 
Company, Post Office Box 1551, Raleigh, North 
Carolina 27602 
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For the Intervenors: 

Thomas R. Eller, Jr., Bevis, Hunter & Eller, 
Attorneys at Law, 801 American Bui1ding, 
Charlotte, North Carclina 28286 
For: North Carolina Textile Manufacturers 

As sociation, Inc. 

David H. Permar, Eatch, Little, Bunn, Jones, 
Fev & Berry, Attorneys at Lav, Post Office Box 
527, Raleigh, North Carolina 27602 
For: North Carolina Oil Jobbers Association 

David H. Permar 

R. C. Hudson, �alcolm Higgi ns, Office of 
General Counsel, Department of the Navy, 
Atlantic Division, Facilities Engineering 
Command, Building N-21, a. s. Naval Station,
Norfolk, Virginia 23511 
Par: Consumer Interests of all Executive 

Agencies of United States Government 

Robert P. Gruber, Special Deputy Attorney 
General, Jesse c. Erake, Assistant Attorney 
General, and Richa�d L. Griffin, Associate 
Attorney General, North Carolina Department of  
Justice, Post Office Box 629, Raleigh, North 
Carolina 21602

For: The Using and Consuming  Public' 

For the Commission Staff: 

Robert F. Page and Theodore c. Brown, Jr., 
Assistant Commission Attorneys, and Antoinette 
R. Wike, Associate Commission Attorney, North
Carolina ·Utilities Commission, Post Office Box
991, Raleigh, North Carolina 27602

BY THE COMMISSION: On Decembe r f, 1976. Caroli na Paver & 
Light Ccmpany (hereinafter callEd t he Applicant, the C ompany 
or CP&L) filed an ap�lication �ith the Commi ssion to adjust 
and increase its electric rates and charges for its retail 
customers in North Carolina. This increase in retail rates 
and charges was designed tc produce approximately 
$69,239,000 of additional annual revenue from the company's 
North Caro lina retail o�eraticns when a pplied to a test 
period consisting of the 12 months ended June 30, 1976, or 
approximately a 15% increase in tctal charges, including 
fuel charges. The compauy ret;1uested that such increased 
rates be allowed to take effect as of January I, 1977. Its 
application alleged and contended that the $69,239,000 of 
addition al annual revenue was necessary in or der to improve 
the Company•s earni ngs and to provide a sufficient rate of 
return on its investme nt to support its construction 
program, which program is needed to providE adequate service 
to its retail customers in North Carolina . 
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The co■■ission, being of the cpinion that the increases in 
rates and charges proposed by CP&L herein were ■atters 
affect ing the public interest, by Order issued on Dece■ber 
21, 1976, declared the application to be a general rate case 
pursuant to G.S. 62-137, s�spended the proposed rate 
i ncrease for a period of up to 270 days pursuant to G.S. 62-
134, set the matter for hearing before the Commission

beginning on Tuesday, April 12, 1977, with the burden of 
proof being placed on CP&L to show that the proposed 
increase in rates and charges vas just and reasonable as 
required by G .S. 62-75, require d CP&L to give notice of such 
hearing by newspaper publication and by appropriate bill 
inserts, established the test period to be used by all 
parties in the proceeding, and required protests or 
interventions to be filed in accordance with Rules Rl-6 , Rl-
17, and Rl-19 of the Co■■ission•s Rules of Procedure. 

On !!arch 15, 1977, petitions for leave to intervene in 
this matter were filed on behalf cf the North Carolina Oil 
Jobbers Association and on tehalf of David H. Per■ar, an 
individual customer of CP&L. By Orders issued on !!arch 21, 
1977, the Com■ission , being of the opinion that good cause 
for such leave bad been shown, allowed the petitions for 
leave to intervene on behalf cf beth of these parties . On 
!!arch 16, 1977, Notice of Intervention in this matter was 
given by the Attorney General of North Carolina on behalf of 
the using and consuming public. On the sa■e date, the 
Attorney General ■oved for an extension of ti■e within which 
to file the testimony of his exrert witness, Dr. Willard T. 
Carleton. By Orders issued on "arch 17, 1977, the Notice of 
Intervention of the Attorney General was recognized, and the 
Attorney General was granted thrcugh and including April 8, 
1977, if necessary, within which to file the testimony of 
his expert witness. 

on April 12, 1977, petitions fer leave to inter vene in the 
matter were filed on behalf of the Ncrth Carolina Textile 
!!anufacturers Association ,  Inc., and on behalf of the United 
States of A■erica, particularly the consu■er interests of 
the Executive Agencies of the Ocited States. such ■otions 
were allowed orally by the Chairman at the beginning of the 
hearings on April 12. Al;.o, on April 12, 1977, the Attorney 
General, an intervenor herein, made a ■otion requesting the 
Commission to hold at least one day of hearings and one 
evening session of hearings in Asheville , North Carolina, 
and either Clinton or Wil■ington , North Carolina. By Order 
issued on April 20, l 977, as will appear of record, the 
Co■■ission allowed such ■oticn in part. The intent of the 
Com■ission•s order was to provide an opportunity for 
individual custo■ers of CP&L in eastern and western North 
Carolina to testify closer to their h o■es with respect to 
the Co■pany•s application for a gener al rate increase. 

The matter came on for hearing as previously ordered by 
the Co■aission on April 12, 1971, at 10:00 a.■., for the 
purpose of presenting the Applicant's evidence. The 
Applicant offered the testi■ony of the following witnesses: 
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(I) Shearon Harris, C hairaan of the Board and Chief 
Executive Officer of CP&L, testified concerning general 
corporate affairs, the Co■pany•s proposed construction 
program, its present financial ccndition, and its present 
need for increased rates and earnings; (2) Edvard G. Lilly, 
Senior Vice President finance of CP&L, testified 
concerning t he C cmpany•s present financial condition, its 
future plans for financing its construction progra■ in light 
of present-day money ■arkets, its need to regain the A 
rating on its bonds fro■ l!oody•s Investors Service, Inc., 
its need to sell common equity shares on the ■ arket at or 
above book value, its need for an increase in the allowed 
rate of return on common equity, and t he effect upon CP&L 
and its custo■ers of placing the Brunswick No . t Nuclear 
Unit into commercial operaticn; (3) Paul s. Bradshaw,
Assistant Treasurer Budget and Statistics Section,
Treasury and Accounting Department of CP&L, testified and 
presented exhibits ccncerning the results of test year 
operations reflected on the Company• s books: (4) Robert R. 
Nathan, President of Robert B. Nathan Associates, Inc., a 
firm of consulting economists, presented general economic 
testimony relevant to the company's request for increased 
rates for t he sale cf electric power and reviewed the ■ore 
pronounced economic developments that have taken place in 
the recent past, emphasizing these ha ving the most impact on 
the needs of CP&L for in creased rates; (5) Julius Breitling, 
Director of the Evaluation and Appraisal Department of 
Ebasco Services, Incorporated, presented the results of his 
study of replacement cost new of CP&L's electric plant in 
service at June 30, 1976, and the replace■ent cost nev less 
depreciation of this property at June 30, f 976; (6) Dr. John 
K. Langum, Economic consultant, Chicago, Illinois, testified
regarding t he cost of capital and fair rate of return to 
Carolina Power & Light Company; (7) Preddy R. Horn, 
Supervising Analyst - Re tail Ccst Studies in the Rates and 
Regulation Department of CP&L, testified concerning the 
assignment and allocation of rate bas e  components, revenues, 
expenses and capital structure to the Coapany•s North 
Carolina retail cperations, which are subject to the 
juri sdiction of this Co■mission ; (8) Larry E. Smith, l!anager 

Fuel for CP&L, testified ccncerning a proposed change by 
t he Company in its method for calcula ting present cost of 
nuclear fue l spent in generating electricity; and (9) James 
�- Davis, Jr., Director of Bates and Regulation for CP&L, 
presented the actual operating results of the Company during 
the test period ending June 30, I 976, with appropriate 
adjustments and also presented tbe proposed rates for which 
the Company is requesting approval in this proceeding. 

During the course of presentation of the company's 
evidence, several members of the general public appeared and 
o ffered testi■ony to the Ccs■ission, which testimony 
generally que stioned the need for and the justness and 
reasonableness of the proposed rate increase requested by 
CP&L. Those persons were the fellowing: Joseph Reinckens, 
Richard Whittington, John Hood and Arthur Eck els. 
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The co■mission Staff offered evidence from eight 
witnesses, whose testi■ony ■ ay te su■marized as follows: 
(I) Dennis J. Nightingale, Senicr Eng ineer, Electric Section
- E ngineering Division of the Co■■ission Staff, testified 
concerning the reasonableness of CP&L's current plant in 
service and construction progra■, ba sed pri■arily on the 
information contained in the co■11ission•s "Report of 
Analysis and Plan; Future Require■ents for Electricity 
service to North Carolin a" datEd February f977; (2) J. Reed 
Bumgarner, Jr., Distrib ution Engineer, Electric section 
Engineer ing Divisicn of the Co■missi on Staff, presented the 
results of his analysis of CP&L•s jurisdictional allocation 
stu dy and the results cf his investigation of the Company's 
adjustment for probable future revenues and expenses 
applicable to electric pla nt in service at the end of the 
test period; (3) Eugene ff. Curtis, Jr., Operations Engineer, 
Operations Analysis Section - Engineering Division o f  the 
Commission Staff, testified concerning his anal ysis of the 
replacement cost or trended original cost study presented by 
Carolina Power 6 Light coapany and also testified concerning 
the derivation of the fair value r ate base; (4) Andrev W. 
Williams, Chief Engineer, Electric Section Engineering 
Division of the coa■ission staff, testified in tvo different 
subject areas: (a) the Staff's investigation of CP&L's fuel 
procurement a ctivities and (b) the appropriate level of fuel 
costs which should be included in the basic rate design, 
recomm ending a change in the base f uel cost leYel proposed 
by the Co■pany; (5) Donald R. Hoover, Chief Accountant, 
Electrical Section - Accounting Division of the coa■ission 
Staff, presented his analysis of the Company's books and 
record s for the test year en ded June 30, 1976, resulting in 
an exhibit entitled "Study of Original Cost Net Investment, 
Revenues, Expenses, and End- of-Feriod Rates of Return under 
Present and Company ProposEd Bates"; (6) B. R andolph Currin, 
Jr., Senior Operations Analyst, Operations Analysis Section 
- Engineering Division of the Cc■■ission Staff, testified 
concerning the cost of capital and fair rate of return of 
CP&L: (7) N. Edvard Tucker, Jr., Utilities Engineer, 
Electric Section Engineering Division of the Coa■ission 
Staff, testified concerning the Company's proposed 
allocation of the revenue increase to all rate classes and 
his reviev of the relative level of rates and the design of 
such rates proposed by CP&L fer each rate schedule other 
than residential, including the Company's proposed billing 
demand (ratchet) prevision and the proposed cha nges in 
Service Rules and Reg ul at ions; and (8) Dr. Dennis w. Goins, 
Economist, Operations Analysis Section Engineering 
Division of the Commission Staff, offered testiaony 
analyzing the residential r ate schedule proposed by CP&L in 
t bis docket. 

Two out-o f-tovn bearings vere cond ucted by the Commission 
for the purpose of receiving testimony fro■ the interested 
members of the using and consuming public vith regard to 
CP&L's proposed rate increase in this case. The first such 
hearing was held in Wil•ington, North Carolina, on 
Wednesday, April 27, 1977. One public witness, Carole 
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Card well, appeared at the Wilmington public he aring and 
opposed the rate increase on varicus grounds. 

'l'he second such bearing 11as held in Asheville, North 
Carolina, on Thursday, April 28, 1977. Fifteen witnesses 
appeared at the Asheville hearing, all of whom opposed the 
r ate increase on various grounds. Those witnesses appearing 
at the Asheville hearing were the following: 

Howard Linsz 
Anne Garren 
Harold Hinson 
H. F. Hoo re 
Eva Kirkpatrick 
Ernest Melton 
Gene Bainey 

Perter Jones 
Helen Re ed 
tr. Edgar Lyngholm 
ton Hall 
:Elizabeth Walker 
Eroadus Taylor 
liandy Keever 
Maxwell Garland 

Oral arguments were scheduled by the Commission, with the 
consent of all Parties, a nd were held in the Commission 
Hearing Room on Thursda y, Hay 5, 1977, at 10:00 a.m. 
Arguments were presented on behalf of the Company, the using 
and consuming public;"--the Ncrth Carolina Oil Jobbers 
Association and David Permar, the North Carolina Textile 
Manufactur ers Asscciation, Inc., and the Executive Agencies 
of the United States. Fellowing the completion of such 
arguments, the hearings in this matter were adjourned and 
the record vas closed. 

Based on the foregoing, the verified application, the 
testimony and exhibits received into evidence at the 
hearings, and the Commission's entire record with regard to 
this procee ding, the Commission now makEs the following 

FINDINGS Oz FACT 

1. That Carolina -Power & light company is a publ.ic
u tili t_y corpora ti on, organized and existing under the lavs
of the State of North Carclina, and is subject to the
jurisdiction of this Commission. CP&L is l awfu ll y before
this Commission based upon its ap�lication £or a general
increase in its North Carolina retail rates and charges,
pursuant to the jurisdiction and authority c onferred upon
the Commission by the Public Utilities Act.

2. That 
genera ting, 
paver and 
of eastern 
principal 
Carolina • 

CP&L is engaged in the busine ss of developing, 
transmitting, distributing and selling electric 
energy to the general public within a broad area 

and western North Carolina and CP&L has ,its 
office and plac e cf business in Raleigh, North 

.'3. That the test period for purposes of this proceeding 
is the 12-aonth period ended June 30 r .1976. CP&L is se eking 
an increase in its basic rates and charges to Noi::tb Carolina 
retail customers of approximatel1 $69,239,000 based upon 
operations in said test year. 
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4. That the o•erall quality cf electric service provided
by Carolina Power & I.ight Co■pany to its North Carolina 
retail custo■ers is good. 

S. That the Brunswick No. nuclear unit sh ould be 
included in CP&I.'s property used and useful in prov iding 
electric service to its retail cnsto■ers in North Carolina. 

6. That the reasonable original cost of CP&I.'s property 
used and useful in providing intrastate electric service to 
its retail custo■ers in North Ca rolina is $1,502,610,000, 
which su■ is co■posed of electric plant in service of 
$1,477 ,959,000 and nuclear fuel (net) of $24,651,000. The 
reasonable accu ■ulated provisicn for depreciation is 
$251 ,076,000, and the reasonable original cost less 
depreciation is St,251,534,000. 

7. That the reasonable reFlace■ent cost of CP&I.'s 
property used and useful in providing retail electric 
service in North Carolina is $1,842,545,000. 

8. That the fair value of Cf&t•s utility plant used and
useful in providing electric service to its retail custo■ers 
in North Carolina should be derived fro■ giving 2/3 
weighting to the original cost less depreciation of CP&I.'s 
utility plant in service and 1/3 weighting to the trended 
original cost less depreciation of CP&I. 1 s utility plant. By 
this ■ethod, using the depreciated original cost of 
St,251,534,000 and the reasonable replace■ent cost of 
$1,842,545,000, this Co■■ission finds that the fair value of 
s aid utility pla nt devoted to intrastate retail electric 
service in North Carolina is $1,432,104,000. This fair 
value includes a reasonable fair value increment of 
$205,221,000. 

9. That the reasonable allcwance for working capital is 
$69,384,000. 

10. That the fair val ue of CF&L 1 s plant in service used 
and useful in providing electric s ervice to its retail 
custo■ers w ithin the State of North Carolina of 
$1,432,104,000, plus the reasonable allow ance for working 
capital of $69,384,000, and an allowa nce for net nuclear 
fuel of $24,651,000, yields a reas onable fair value of 
CP&L 1 s property in service to North Carolina retail 
custo■ers of St,526,1 39,000. 

11- That
year, after
$462, 918,000
effect to the

CP&I. 1 s apFroxi■ate gros s revenues for the test 
accounting and pro for■a adjust■ents, are 
under the present ra tes and, after giving 
company's proposed rates, are $532,157,000. 

12. That CP&L's fuel procure■ent activities and practices
are reasonable and are in accordance vith si■ilar practices
previously reviewed by this co11ission.
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13. That the prefer haEe fuel cost .level to be 
incorporated into the basic rate aesign and the recommended 
fuel co st adjustment formula (G.S. 62-(34(e)), including the 
actual init ial cost of nuclea r fuel, based on the a djusted 
test year cost levels, which is appropriate for use i n  this 
proceeding, is 0.680¢/KWH. 

(4. That the proper and a pproiriate Approved Fuel Charge 
to be applied to the basic rateE approved herein during the 
July 1977 hilling nionth is a credit of 0.055¢ per kilowatt
hour of sales. 

15- That in light cf the current Federal Administration's
stated policies to disallow nuclear fuel reprocessing, it is 
reasonable t o  include in the total cost of nuclear fuel the

estimated cost cf permanent disposal of the radioactive 
material resulting from nuclear plant opera tions. 

16. That the leYel of test year operating revenue 
deductions after accounting ana pro fcrma a djustments, 
including taxes and interest OD customer deposits, is 
$366,167,000, which includes an amount of $50,765,000 for 
actua l investment currently consumed through actual 
depreciatio n after annualizaticn to year-end levels. 

)7. That the capital structnce 11hich is proper for use in 
this pcoceeding is as follows: 

Itel!! 
(a) 

Long-term debt 
Preferced stock 
common equity 
Cost-free capital 

Total 

Percent 
( b) 

45.29� 
13.791 
35. 95�
4.9H

100.00% 

1s. That when the excess of the fair. value rate base over 
the original cost net investment (fair value increment) is 
added to the equity component of the original cost net 
investment, the resulting fair �alue capital structure is as 
follows: 

Long- term debt 
Prefer red stock 
Common equity 
Cost-f ree capital 

Total 

Percent 
(b) 

39.201 
11-94%
44. 56\t
4. 301

100.001 
======= 

19. That the company's prop�r embedded co sts of debt and
preferred stock are 7.7(1 a nd 8.0JX, respectively. The fa ir 
rate of return which should te applied to the fair value 
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rate base is 8.201. This return on CP&L's fair value rate 
bas e vill allov a return on fair 1a lue equity of 9.1171 after 
recovery of the embedded costs of dett and preferred stock. 
A return of 9.1171 on fair value equ ity results in a return 
of 13.57" on original ccst co■acn equity. 

20 . That CP&L should be alloved an increase in addition 
to the annual gross revenues which would be realized under 
its present base rates, excluding the effect of the fuel 
charge rider, in an a■ount not to exceed $44,253,000 . T his 
increase in base rates is required in order for the Co■pany 
to have a reasonable oppcttunity through efficient 
manage■ent to earn tbe 8.20, rate of return on the fair 
value of its proferty used and useful in serving its 
customers. The increased revenue require■ent is based upon 
the fair value of the co■pany•s property and its reasonable 
test year operating revenues and expenses as heretofore 
deter■ined. 

21. That the rate structure proposed by CP&L for each
rate classification vill produce revenues and levels of
return which ex ceed those herein approved, and such rate 
structure is, to that extent, unjust and unreasonable. 
However, such overall rate design vill greatly reduce the 
existing variations in rates of return betveen rate classes 
and, thus, is not unreasonatly discri■inating as between 
classes of service. 

22. That the general structure of the general service and 
lighting rate schedules prop osed by CP&L is appropriate vith

one exception: the Coapany•s proposed billing de■and
ratchet provision should be charged fro■ 901 to 801 in the 
summer perio� and from 501 to 6CI in the winter period. The 
proposed rates should also be adjusted to reflect the lesser 
a■ount of general revenue ir.crease approved herein. The 
ratas incorporating these changes and approved herein are 
those contained in the attached Appendix A. 

23. That the changes in Ser,ice Rules and Regulations,
Ter■s and Conditions of Service, and ether provisions of
service proposed by the Co■pary should be i■ple■ented as 
filed.

211. That the residential rate design proposed by CP&L is 
n ot unreasonably discci■inatory as tetveen groups of 
residential custo■ers. 'Ihe residential rate schedule and 
tariff provi sions, as filed by CP&L and as adjusted to 
reflect the lesser a■ount of general re venue increase 
approved herein, should be approved as just and reasonable 
with the follovinq exceptions: 

a. The sum ■er-vin ter price differential should be 
decreased; 

b. The ter■ "Basic Facilities Charge" should be changed
to "Basic Customer Charge";

c. The Basic Custo■er Charge should be decreased to S6
per residential custo■er per ■onth; and
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d. The approved residential rate schedule should 
incorporate an approved water heater provision to 
reflect the contributicn of water heating customers
to the improve d system load factor of CP&L.

The approved residential ratE schedule is shown as Schedule 
RES-3 in the attached Ap�eI!dix A. Schedule BES-3 
incorporates the Findings of Fact mentioned above and also 
reflects the change i n  the base of the fuel clause and the 
l ower level of revenues approved in this Order.

25. That CP&L sh ould, in the future, perform cost of
service studies based on the vinter as 11el.l as the summer
annual system peak demand and that this additional study
should te filed with the Ccmmis�icn on an annual basis.

EVIDENCE AND CONCLUSIONS FOB FINDINGS OF FACT NOS. I AND 2 

The evidence for these findings comes fr om the verified 
application, the testimony of Co�pany witness Barris and 
G.s. 62-3(23)a.1. and G.s .. 62-133. These findings are 
essentially informaticnal, p rocedural, and jurisdictional in 
nature and were not contested. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 3

The evidence for this finding is contained in the 
application, the commission's Crder suspending 
Rates of Decembe r 21, 1976, and the testimony and 
of Company witnesses Bradshaw and Davis and Staff 
Hoover. 

verified 
Proposed 
exhibits 

witness 

The Company offered and the Staff evaluated testimony and 
exhibits conc erning actual changes in costs and revenues and 
the val ue of the Company's utility prop erty, vhich changes 
vere based on circumstances ard events that took pl ace 
between the end of the historic test period and the close of 
the bearings. This testimony involved matters such as 
additions to plant investment (particularly the 
commer cialization of the Bruns11ick No. I Nuclear Dnit on 
ti arch I B, 1977), decr eases in the market price of fossil 
fuel, increases in the price of nuclear fuel, i&provements 
in times interest coverage ratios, and changes in the 
capital structure. 

The commissicn conclud es t hat the purpose of the North 
Carolina General Assembly in enacting revised G.S. 62-!33(c) 
is to reduce "regulatory 1 ag n hy allowing the Commission, 
where reasonable and apprcpriate, to take notice of known 
changes that occur after the end of the test period but 
before the hearings have concluded, the effects of which can 
be demonstrated to a reascnable degree of certainty. If the 
Commission were unable to take notice of such changes, then 
its Orders, in large general rate cases such as this one, 
would be obsolete before they •ere issued. 
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The Coa■ission concludes that for purposes of this case, 
the appropriate test year to be adopted and applied is the 
I 2 months ended June 30, 1976, as nor■al ized to end-of
p er iod levels and as adjusted for known changes which 
occurred up to the conclusion of hearings in this docket. 
such specific changes and adjtft ■e nts are discussed in 
subsequent sections of this Order. 

EVICENCE AND CONCLOSIONS IOB FINDING OF FACT NO. 4 

The evidence for this f inding is to te found in the 
test i■ony of Co■pany witnesses ffarris , Breitling, and Davis 
and Staff witnesses NightingalE and Curtis. None of the 
public witness testimony was ccncerned with the adequacy, 
dep endability or reliability of the quality of service being 
provided by  CP&L; instea d, such testi■ony was pri■arily 
devoted to co■plaints about the price being charged by the 
Co■pany for such service or the ■ethods e■ployed by the 
Company to collect these charges. In the absence of any 
evidence to the contrary, th e Co■pany is entitled to a 
presumption that its service is adequate and efficient and 
the Co■■ission concludes that socb service is good. 

EVIDENCE AND CONCLOSIONS FCB FINDING OF FACT NO. 5 

Staff witness Nightingale testified on the nEed for the 
Brunswick No. I nuclear unit . According to the Co■■ission•s 
report entitled "1977 Beport of Analysis and Plan: Future 
Require■ents for Electricity Service to North Carolina," the 
Brunswick unit is  not needed for adequate and reliable 
electric service until the su■■er of f97B. However, !Ir. 
Nightingale testified that using ■ore recent peak load data 
than the data contained in the Co■■ission•s "Report" and the 
sa■ e  reserve criterion for ade quate and reliable electric 
service, Brunswick No . f is neede d and will te required for 
the provision of adequate and reliable electric service 
during the winter of f977-78. 

The Co1111ission is aware of th! difficulty in placin� new
generating facilities into service as the need arises. 
However, the fact that this unit was placed in service on 
!!arch 18, 1977, com bined with the need for Brunswick No. I 
in the winter of 1977-78, leads the Co■■ission to the 
conclusion that this unit is now used and useful in 
providing service to the public. 

EVIDENCE AND CCNCLUSIONS FOB fINDING Of FACT NO. 6 

witness D avis and Staff witness Hoover offered 
and exhibits concerning the original cost net 

in electric plant in service and net nuclear 

Co■pany 
testi■ony 
i nvest■en t 
fuel. 

The following chart su■■arizEs the a ■ount which each of 
the witnesses contends is proper: 



RA 'IBS 

000 •s Omitted 

Co■pany 
Witness 
_Davi�-

Electric plant in service 
Nuclear fuel - net 

Total 
Less: Accu ■ulated deFreciation 
Net elect ric plant in service 
and net nuclear fuel 

( b) 

Sl,490,662 
__ _l.J..._!!27 

1,514,089 
__ 138.468 

SI ,275,621 

f49 

Staff 
Witness 
Roov�

(c) 

Si,46 8,300 
__ l}.._876 

I, 496,176 
250,654 

Sf,245,522 

As shown in the above chart, the w itnesses agree vith 
regard to t he co■ponents which shculd be used to calculate 
the net investment in electric plant in service and net 
nuclear fuel, but they disagree •ith regard to the a■ount. 
Company witness Davis testified that the test year level of 
electric plant in service was S l,q90,662,000. Staff witness 
Hoover testified that the test year level of electric plant 
in service was SI ,468,300,000, vhich is $22,362 ,000 less 
than that proposed by witness Davis. This difference 
results fro■ the follcwing: 

Ite!!_ 
( a) 

ooo•s o■itted 

staff adjustaent to reflect actoal construction 
cost of Brunswick Unit No. I at tece■l:er 31, 1976 

Staff adjust■ent to reflect a ctual cost of net 
additions to utility Flant in service through 
Dece■ber 31, 1976 

Total 

S 9,659 

12,703 

$2 2, 362 

With respect to the Bruns•ick adjust■ent, the leYel of 
cost used by witness Davis in the a■ount of  $ 199,367,000 
represents the actual cost cf Brunswick Unit No. I when 
placed in service on !!arch 18, 1977. The level of cost used 
by witness Hoover in  the a■ount of $189,708,000 represents 
the actual cost of Brunswick Unit No. I at Dece■ber 31, 
1976, the point in ti■e throogh which witness Hoover 
adjusted the test year level of oferations for known changes 
subsequent thereto. 

With respect to the adjust■ent to reflect additions to 
utility plant in service other than Brunswick Unit No. I, 
witness Davis used the esti■ated cost of plant additions 
through !!arch 31, 1977, of $48,464,000; whereas, witness 
HooYer used the actual cost of net plant additions through 
Dece■ber 31, 1976, of $35,761,000. In keeping vi th the 
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"matching concept" in income determinatio n and the "test 
year concept" in the fixing of rates, witness Hoover also 
adjusted the test year levels of revenue and expense to 
reflect the total effect that this additional investment 
would have on the test year l.evel of operations. While 
witness Davis increased the test year level df depreciation 
and property tax expense to reflect, in part, the related 
effect of the estimated cost of his estimated plant 
additions through March 31, 1!77, he made no adjustment to 
the test year level of revenues to reflect the increase in 
electric energy sales that vould result from the increase in 
the number of customers served and the increase in customer 
usage during the period July I, J 976 (test year ended June 
30, 1976), through March 31, 197"1. 

It is the Commissicn • s statutory duty to "consider such 
relevant, material and competent evidence as may be offered 
by any party to the Froceeding tending to show actua1 
changes in costs, revenues or the value of the public 
utility's property used and useful in providing the service 
rendered to the public within this State vhich is based upon 
circumstances and events occtrring up to the time the 
h earing is closed.11 Accordingly, the Commission adopts the 
company's adjustment to reflect the actual construction cost 
of Brunswick Unit No. I when placed in se rvice on March I 8, 
197"1 ,. of $)99,367,000 and the St aff's adjustment to reflect 
the actual cost of net additions to electric plant in 
service other than Brunswick Unit No. I of $35,761,000, 
which other additions were included as of December 31, 1976. 

consistent with the adjustaents descr ibed above, the 
commissi on concludes that the following calculation of 
electric plant· in service of $1,417,959,000 is appropriate 
for use herein: 

Itel!! 
(a) 

000 1 s Omitted 

Electric plant in service at June 30, I 976 
Brunswick Unit No. I 
Additions to electric plant in .service 
through Dece�ber 3l r 1976 

Total 

Amount 
(bl 

$J ,242,831 
J 99,367 

-�J�S�lli

$1,477,959 

The next area of disagreement between the witnesses i s  the 
amonn t properly includal:le as investment in nuclear fuel. 
staff wit ness Hoover testified that the test year level of 
investment in nuclear fuel va.s $27,876,000, vhich is 
$4,4U9,000 more than the $�3,421,000 test year level 
proposed by company witness D avis. This difference results 
from the followi ng: 
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ooo•s omitted 

Staff adjustment to reflect actual cost of 
Brunswick Unit N.o. I nuclear fuel (net) a t  
December 31, 1976 

staff adjustment to reflect tbe actual cost 
of nuclear fuel (net) in service at 
December 31, 1976 

Staff adjustment to ref.lect additiona.l 
accumulated amortization of noolear fuel 
applicable to Brunswick Units Nos. I and 2 

Company adjus tment to amortize a port i on 
of spent nuclear fuel ccst 

Tota l 

I SJ 

Amount 
(b) 

$ (I 48) 

·3 ,635

(2,263) 

__ 3,225 

$ 4.449 

As previously di scussed, the level of cost. used by vi tness 
Davis to reflect the �re forma inclusion of Brunswick Unit 
No. I in the test year level of investment represents the 
actual cost of Brunswick Unit ·No. I when p.laced in service 
on ttarch 18, 1977. However, 1iith regard to the inves tment 
in nuclear fuel applicable to Brunswick Onit No. I, witness 
Davis used an estimated cost cf Sl3,3Q0.000. As shown in 
the above chart, witness Davis' estimated cost is $JQ8,000 
higher th an the actual r:ecember 31, 1976, level of 
$13,192.000 as presented by the Staff. As previously 
stat ed, it is the Commission's dut y to consider relevant, 
material and compe-ten t evidence showing changes in the value 
of the 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 be aring is closed. Acc ordingly, in arriving at the test 
year level of investment in nuclear fuel, the Commission 
will include the St aff's adjustnent to reflect the actual 
cost of Brunswick Unit No. I nuclear fuel at December 31, 
I 976. 

The Commission has previously adopted the St aff's 
adjustment t o  reflect the actual cost of net additions to 
electric plant in service othei: than Brunswick Unit No. I 
through December 31. 1976. It is. t herefore, entirely 
consistent and proper to adopt the Staff's adjustment to 
reflect the actual cost of nucl.ear £ue1 (net) in service at 
December 31, 1976, in the amount of $)6,946,000 r ather than 
the adjus ted June 30, 1976, level of $13,313,000 as proposed 
by witness Davis. 

In arriving 
ded uctions, as 
included pro 

at the proper level of operating revenue 
discussed h ereafter, the co■mission has 

forma adjustments to reflect the effect that 
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Brunswick Units Nos. I and 2 would have on the test year 
leve1 of operations had these '-units been in s ervice 
throughout the test year. 'lhe pro forma adjustments 
included an adjustment to increas e n uc1e ar fuel expense 
applicable to Brunswick Units Ncs. 1 and 2. The Commission 
fully recognizes that nuclear fuel represents an item of 
cost vhicb the company m ust replace on an annual basis 
(approximately) if it is tc continue operati on of its 

nuclear production. facilities. Approximately 1/3 of the 
fuel contained in the reactor must te replaced.each year. 
The Company's investment in nuclear fuel expended during the 
year will, of course, be recovered from its customers as a 
result of the Commission's including this item of cost in 
the Company's cost of Service. ihile the Company will have 
recovered the entire cost of tt.e approximate (/3 of the 
spent nuclear fue l fcom its custo mecs, it will n ot have 
recovered any of the co st associated with the nuclear fuel 
vhich re places that which is ,q;ent. Therefore, on -average 
the Company's investment in nuclear fuel will be egual to 
the beginning balance after fueling less 1/2 of the annual 
amount of amortization. Accordingly, and consistent with 
the adjustment to nuclear fuel expense" described above, the 
Commission adopts the Staff's adjustment to reflect 
additional accumu·lated amortization of nuclear fuel 
applicable to Brunswick Units Ncs. I and 2 of $2,263;000. 

The Commission believes that there is very little, if any, 
likelihood that the recycling of Spent nuclear fuel will 
become a re ality in the foreseeable future. (See Evidence 
and conclusions for Findings of Fact Nos. 13 and 15, 
discussed hereafter.) Accordingly, in arriving at the proper 
level of operating revenue deductions, we h ave included the 
Company's adjustments to nuclear fuel expense to reflect the 
higher levels of cost associated vith the 11throu-avayn 

nuclear fuel cycle. Consistent with these adjustments to 
nuclear fuel expense, ve ha1e used $3,225,000 as the 
appropriate corollary adjustment to accumulated amortization 
of nuclear fuel. 

Based upon the adjustuent� deEc�ibed above, the Commission 
concludes that the following calculation of nuclear fuel 
(net} of $24,651,000 is appropriate for use herein: 



IU.!!! 
(a) 

000 1s Omitted 

Nuclear fuel (net) in service FIOposed by 
company vi tness Davis 

Staff adjustment to r eflect the actual cos t of 
Brunswick unit No. I nuclear fuel at 
December 31, 1976 

Staff adjustment to reflect the actual c ost o f  
nu clear fuel (net} in service at 
December 31, 1976 

Staff adjustment to reflect additional 
accumulated amor tization of nuclear fuel 
applicable to Brunswick Units Nos.· 1 and 2 

Total 

I 53 

3 ,.635 

(2,263) 

$2ij,651 

The final area of disagreement betlileen the witnesses vith 
regard to the proper level of net investment in electric 
plant in service and net nuclear fuel is the amount proper ly 
includable as accumul ated depreciation. St aff witness 
Hoover testified that the proi:ec am ount of end-of-period 
accumulated dep reciation was $250,654,000, vhich is 
$12,186,000 more than the $23E,468, 000 end-of- period level 
proposed by company witness Davis� This difference results 
from the following: 

000 1 s omitted 

Staff adjustment to reflect depteciation 
expense on actual construction cost s of 
Brunswick Unit No. I at Deceutet 31 • 1976 

Staff adjustment to reflect dep:eciation 
expense on.net addition s to plant in s ervice 
for the period July I, 1976, through 
December 31, (976 

Staff adjustment to reflect annualized took 
accumulated depreciation at December 31, J976 

Total 

A mount 
(bl 

j3, 028 

$12,186 

In arriving 
deduction s (as 
the test year 
previously) , 11e 

at a proper level of op erating revenue 
discussed hereafter) which is consistent with 

level of investment (developed and discussed 
have added an amount of $8,377,000 to 
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depreciation expense to· reflect depreciation applicable to 
the actual construction costs of Erunsvick Unit No. I when 
placed in service on Ma·rch I B, 1977. We also have added an 
amount of $1,046,000 to depreciation expense to reflect 
depreciation applicable to the actual cost of net additions 
to electric plant in service for the period July I, 1976, 
through December 31, 1976. Finally, we have added an amoUnt 
of $4,152,000 to depreciation expense to annualize 
depr eciation applicable to electric plant in service at June 
30, 1976. It is, therefor�, entirely consistent and p roper 
to make the corollary adjustments to accumulated 
depreciation. 

Based upon the adjustments described above, the Commission 
concludes that the follcwing calculation of accumulated 
depreciation of ·s2s1,076,000 is appropriate for use herein: 

Item 
(a) 

000 •s Omitted 

Accumulated depreciation per teaks 
at December 31, I 976 

Annualized deprecia tion expense 
developed and discussed. under 
Evidence and Conclusicns for 
Finding of Fact No. 16 

Actual depreciation expense for 
the 12 mont hs ended 
December 31, 1976, per hooks 

Total 

fill!Ql!!U 
(b) 

$'50, 765 

fil!Q.!!lll 
(c) 

$241,939 

9,137 

$25 J ,076 

EVIDENCE AND CCNCLUSIONS FOE FINDING OF FACT NO. 7 

Testimony concerning the replacement c ost and depreciation 
rates of CP&t•s u tility plant in  service vas presented by 
Company witness Breitling a nd St aff witne ss Curti s. Hr. 
Breitling of Ebasco Services, Inc., testified vith regard to 
CP&L's trended original cost less depreciation a s  of June 
30, 1976. The methcdclcgy used hJ Hr. Breitling in trending 
the original cost dollars (based on use of the Handy-Whitman 
Index of Public Utility C cnstruction Costs) i s  one which is 
commonly used in trended cost or replacement·cost studies. 
The depreciation factor·s which 'liere used by Mr. Breitling in 
deducting depreciation from his replacement cost study were 
approved by this commission in CP&L 1 s last general rate case 
(Docket No. E-2, Sub 2_64) and were also recommended by Mr. 
Breitling for use in this rate case. 

Staff witness Curti s presented his analysis of the trended 
original cost study and depreciation factors recommended by 
Company vi tness ,Breitling. Mr. Curtis substantially agreed 
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with the net replacement cc.st calculated by witness 
Breitling. The Commissio n thus concludes that the 
reasonable rep1acement cost less depreciation of CP&L's 
retail electric utility plant in service is $1 ,aq2,545,000. 

EVIDENCE AND CCNCLOSIONS FOB FINDING OF �ACT NO. 8 

Having determined that the ccuFany•s appropriate original 
cost less depreciation is $1,226,883,000 and that its 
reason able replacement cost less depreciation is 
$1,842,545,000, the Commission ■u.st now determine the fair 
value of CP&L 1 s net plant in service. 

Company witness Davis� tased upon the Commission's 
decisions in CP&L's last two general rate cases (Docket No. 
E-2, Subs 229 and 234 and Docket No. E-2, Sub 264}, 
testified that a 2/3 weighting cf net origi nal cost a nd a 
1/3 weighting of net replacement cost should be used. Staff 
witness Cm;tis testified that the weighting should he based 
upon the capital structure cf CP&L. This weighting 
corresponds to a 64% weighting of net origina l cost and a 
36% weighting of net replacement cost .. Consistent with its 
decision in the prior cases, the commission concludes that a 
2/3 weighting of net original cost and a I /3 weighting of 
net replacement cost is afpropriate fer use herein. By 
applying these weightings (2/3 -· I /3) to t h e  net ·original 
cost of $),226,883,000 an d the net replacement cost of 
$1.842,545.ooo. respectively. the fair val.ue thus derived 
for CPEL's utility plant in service in North Carolina is 
$f.,432,I 04,000 .. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 9 

company witnesses Bradshaw and Davis and Staff witness 
Hoover offe red testimony and exhitits concerning the amount 
properly includable in the original cost net in vestment as 
an allowance for working capital. 

The fo11owing chart presents the amounts proposed by the 
witnesses: 
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It� 
(a) 

BL!C�UCITY 

ooo•s omitted 

cash (1/B of ·osn expenses 
excluding purchased power) 
Minimum ban k balances 
Haterials and supplies 
Prepayments 
Average tax accruals 
customer deposits 

Tc.ital 

Coapany 
Witnesses 
Bradshaw 
and Davis 

( b) 

$ 28,207 
6,558 

so, 394 
1,575 

(12,794) 
13. I 31)

$ 70,809 

Staff 
Witness 
Hoover 

(c) 

$ 26,270 
6 ,.558 

49,213 
I, I I 4 

(11 ,889) 
(2.965) 

$ 68,301 
======== 

Although the witnesses used the formula method in 
developing the allowance for working capital, they did ·not 
use the same period of time- Fer all practical purposes the 
Company based its determination of the allowance for working 
capital on the 12 months ended June 30, 1976; whereas, the 
Staff utilized the 12-month period ended December 31•, 1976 .. 
Further, the Comp,any proposed an adjustment of $2 r 4l9r000 to 
incr ease the level of the cash allowance for working capital 
over and above that provided ty the formula method. The 
Company contends that this adjustment is necessary to 
refl ect an additicnal 11orking capital requirement which 
arise s as a r esult of the increase in the amount of time 
allowed to CP&L•s customers llitbin which to pay their bills. 
Such increased time for payment (or lag in collection) 
resultedr according to CP&L, from the Commission's Rule 12-
IOr adopted on November 17, 1975. 

After carefully considering the evidence presented by each 
witness, the Commission believes that it is inappropriate to 
make piecemeal adjustments to an allo'ilance for working 
capital determined by use of the formul.a method. The 
Commission acknowledges that, if the formula method were a 
precise means of determining the a llowance for working 
capital and if the only change in the working capital 
requirement of the Company, as determined by the formula 
meth od, were the increase in accounts receivable, then the 
adjustment as prop osed by the Company might be proper. 
Ho'ilever, the Commission would be remiss if it did not point 
out that the formu la method as a technique or tool used in 
estimating the allowance for working capital of a public 
utility has teen in existe�ce for as many as 30 years and 
that, in recent years, the propriety and reasonableness of 
this method have been challenged l:y reliable experts in the 
utility field. Without guesticn, over the years, there have 
been many economic and regulatory changes which wou ld have 
affected the working capital reguirement of most utilities 
both positively and negatively. These changes may or may 
n ot have been reflected in the allowa nce for 'ilorking capital 
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as Oetermined by use of the formula method. However, absent 
a lead-lag st udy, the Ccmmissior, continues to believe that 
the unadjusted formula method of dete rmining the allowance 
foL worki ng capital is, on t-alance, the method that most 
accurately reflects a utility Company's actual working 
capital needs. 

As previously stated, it is the Commission's duty to 
consider relevant, material and ccmpetent evidence shoving 
changes in the value of the utility's property used and 
useful in providi ng the service r:endered to the public 
withi n this Sta·te which is bas ed upon circumstances and 
events occurring u p  to the time the hearing is closed. 
Accordingly, in arriving at  the test year level of working 
capital, the Commis sion will use the 12-month period ended 
December 31, 1976, em�lcyed by the Staff. 

Based on the foregoing discussion, the Commission 
concludes that the following calculat ion of allowance for 
vor.lting capital of $69,384,000 is appropriate for use 
herein: 

ooo•s omitted 

cash (1/8 of O&M expenses excluding 
purchased power) 
Minimum bank balances 
"aterials and supplies 
Prepayments 
�verage tax accruals 
Customer deposits 

Total 

Amount 
-(ii>-

$ 27,353 
6,558 

49 ,2 I 3 
I, I I q 

(11,889) 
12,965) 

$ 69,384 
======== 

EVIDENCE AND CONCLUSIONS FOF FINDING OF FACT NO. 10 

The fair value of CP&L's plant in service to its customers 
in Worth Carolina of $1,432,104,000 (Finding of Pact No. 8, 
supr.2_) plus the reasonable allowance of .$69,384,000 for 
working capital (Fi nding cf Fact No. 9, supr�) and an 
allowance of $�4,651,000 for net nuclear fuei (Finding of 
Fact N o. 6, §..!!.E!:.2.l yields a r easonable fair value of CP&L's 
property in se.rvice to North Caro lina customers of 
$\,526,139,000. The Com.mission concludes that this amount 
is appropriate for use in this prcceeding as the fair value 
of CP&t1s pro perty used and useful in providing the service 
1:endered to the public within this State. 

EVlDENCE AND CONCLUSIONS FOB FINDING OF FACT NO. 11 

Company vi tness Davis and Staff v itness Hoover presented 
testimony and exhibit s concerning the appropriate level of 
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operating revenues to be included in the test year level of 
Oferations. 

The following chart summarizes the amount vhich each of 
the witnesses contends is proper: 

lt.!U!J 
(a) 

000 1s omitted 

Company 
Ki tness 

Davis 
-7ii-, -

$454, 149 

Staff 
Witness 
!!QQ.�

(c) 

$462,918 Operating revenues 

The difference of 
revenues as proposed 
following: 

$8,769,000 in the level of operating 
by the witnesses arises from the 

000 •s Omitted 

Staff adjustment to annualize industrial 
revenues to an end-of-period level -
June 30, I 976 

Staff adjustment to reflect the annualized 
level of operating revenues at 
December 31, 1976 

Staff adjustment to reflect revised weather 
normalization adjustment 

Staff adjustment to reflect revenue effect 
of Engtneering Staff's adjustment to fuel 
expense 

Company adjustment to reflect "throw-away" 
nuclear fuel cycle 

Total 

Afilf!.!!n t 
(b) 

$ I ,333 

8 .,619 

(11 O)

6.,826 

_fli!!99) 

$ 8.,769 

Company witness Davis calculated ·the end-of-period (June 
30, 1976) level of industrial revenues by using an estimated 
growth c-ate of 8.26% ., which is the growth rate presently 
utilized by the Com�any in its lcng-ra nge financial and 
operational forecasts. Staff witness Hoover., in calculating 
the June 30 ., 1976, annualized level of industrial revenues, 
used the actual growth rate of 9. 74%, which was experienced 
by the company during the 12-month period ended June 30, 
1976. The methcdology employed by the witnesses in 
calculating the adjustment was the same, the difference 
being the 8.26% rate of growth used by witness Davis• as 
compared to the 9.74% rate of growth used by witness Hoover. 
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The purpose of the "test year concept11 in the fixing of 
rates, including the appropriate leve l of test year revenues 
to be utilized, is to arrive at. an annual leve1 of r evenu es 
and costs which is representative of the level the Company 
can be expected t o  experience on an ongoing basis. This is 
t h� purpose for making revenue annualization adjustMents. 
In this instan ce, CP&L1s annual le-wel of test year re'V'enues 
is properly based on the number of cust omers and the level 
of customer usage actually experienced at June 30, 1976, as 
cal culated by witness Hoover. 'Ihe implication inheren t in 
vi tne ss Davis I adjustment is that the Compaiiy has 
experienced, or expects to experience , a decline in the test 
year level of industrial sales. There is no evid ence in the 
record to support this contenticn; indeed, the evidenc e of 
all parties shows that the level of indust rial sales 
continues to increase rat her than decrease. Based on the 
f oregoing, the Commission conclude s that t he Staff's 
adjustmen t  of $j ,333,000 to annualize industrial revenues to 
a June 30, 1976, level is proper an d sh ould be adopted for 
use herein. 

The commissi en has previously adopted the Staff Is 
adjustment t o  include in the test yea r level of inves tment 
the ac tual cost of net plant additions, other than Brunswick 
No. I, through December 31, 1976. In ke eping with the 
"matching concept" in income determination and the "test 
year concept" in the fixing of rates, it i s  appropriate to 
include in the test year level cf or;erations th e attendant 
increase in revenues which is attributable to customer 
growth actually experienced by the Company through December 
31, 1976. Ac cordingly, the Commission adopts the Staff's 
adjustment of $8,619,000 to reflect the annualized level of 
operatin g revenues at Decemb er 31, 1976. 

Witness Hoover testified that the Staff's adjustment of 
$fl 0,00 0 to de cr ease the test year level of operating 
revenues was requ it"ed to l::aEe the weather normalization 
adjustment, as propo sed by the Company, on present t"ates and 
to exclude surcharge revenues applicable to d efert"ed fuel 
costs from the test year. These revenues wer e  inadvertently 
included by the Company. The CcIDmission concludes that t his 
adjustment is valid and proper. According.ly, we aaopt the 
staff's adjustment cf SIJ0,000 to decreas e the veather 
normalization adjustment proposed by the Company. 

The Accounting Staff's adjustment of $6,826,000 to 
increase operating revenueE is reqUired to give recognition 
to the fuel clause (G.S. 62-134(e)) revenues which would be 
realized as a result of the Engineering Staff's adjustments 
to increase fuel expense. '!he Commi ssion, as will be 
discussed subsequently, bas adopted t he Engineering Staff's 
adjustments to fuel expense. It is, therefore, consistent 
and proper to adopt t he Accounting Staff's adjustment, vhich 
includes the related fuel clause revenues as an offset to 
the adjustments for increased fuel expense. 
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Company witness ,Davis testified that his adjustment of 
$7,899,000 was required to reflect the fuel clause revenue 
effect of the Company's decision to begin providing for 
additional fuel cost based on the assum�tion that there will 
be no reprocessing of spent nµclear fuel. While the 
Commission, as will be discussed subsequently in Evidence 
and Conclusions for Findings of Fact Nos. t 3 and 15, has 
adopted the Company's adjustment to increase fuel expense to 
reflect the highe1: costs associated vith the "throv-avay" 
nuclear fuel cycle, ve do not believe that these costs are 
properly includable in fuel costs sutject to adjust�ent by 
means o f  the fuel charge rider. Therefore, it would be 
ina pprapria te fot' the Commission t o  include the company I s 
adjustment of $7,899,000 in art"iving at the test year level 
of operating revenues under present rates.. 

Based upon the adjustments describe d above, the Commiss ion 
concludes that the fellowing ca lcula ticn of operating 
re venues of $462.918,000 is appropriate for use herein: 

It_g]! 
(a) 

ooo•s omitted 

Operating revenue s proposed by company 
witness Davis 

Staff ad just me nt ,to annualize industrial 
revenues to an end-of-period J.evel -
Llune 30, 1976 

Staff adjustment to reflect the annualized 
level. of operating revenues at 
December 31. 1976 

staff adjustment to reflect re�ised weather 
normaliza tion adjustment 

St a ff adjustment to reflect revenue effect 
of Engineering Staff's ·adjust•ent to fuel. 
expense 

Company adjustment to reflect "throw-away" 
fuel cycle 

1,333 

8,619 

(I IO) 

6,826 

(7 .899) 
$q62,918 
======== 

NOTE: As a result. of having included pro form a a.djust11ents 
to reflect Brunswick Unit No. I in the test year 
level of operations, the test year le•el of revenues 
has been reduced approximately $17,540,000 below the 
level which would be rea lized under present base 
rates excludi ng operation of the fuel. charge rider .. 
This results from the e ffect of Brunswick .Unit No .. 
f's lower cost nuclear generation which would have 

disp1aced h igher cost fossil generation had this unit 
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been in service thz:oughcut the t_est year. Thus, the 
company in the test year, as proformed, would 
experience a negative fuel charge (refund) of 
approximately $17,540,000 under present rates. 

EVIDENCE AND CONCI.DSIONS FOB FINDING OF FACT NO. 12 

The evidence for this Finding o f  Fact is contained in the 
Company's prefiled data and ninimum filing requirements 
exhibits, which accompanied the original application for 
general rate relief, and the testimony of Commission Staff 
witness Williams. 'Ihe Staff's evidence consisted of an 
analysis of its investigation of CP&L's fuel procurement 
activities, including it� re"View of the Company's long-term 
coal contracts and 11spot 11 coal procurement activities .. 

fuel 
the 

of 
of 

Staff witness Williams testified that the Company's 
procurement activities appeared reasonable and within 
guidelines adopted by the commissi on, with the exception 
market price adjustment provisions included in three 
CP&L's 21 long-term c oal contracts. 

From the evidence presented, the, Co mmission con cludes that 
CP&L's fuel procurement activities and purchase policies are 
reasonable and are in accordance with practices heretofore 
reviewed and approved by this commission. The three 
contracts which include market price provisions should be 
closely monitored in the fut ure to determine their cost 
performance relative to CP&L1s other long-term coal

·contracts.

EVIDENCE AND CONCLUSIONS FOB HNDING OP FACT NO. 13 

'l'he evidence on the troper base fuel cost level to be 
incorporated into the basic rate design and into the proper 
G.S. 62-!34(e) fuel cost adjustuent formula vas contained in 
the testimony and exhibits offered by Company witness Davis 

and Staff witness Williams. 

company witness Davis testified t hat CP&L bad included 
adjustments to revenues, expenses and rate base to reflect 
the full annualization of Bruns�ick No. I Nuclear Generating 
Unit at a 75% capacity factor d�ring the test period. He 
further testified that the design of the requested or 
proposed rates· reflected the ·base fuel cost level approved 
in Docket No. E-2, sub 264, CP&t1s last general rate case. 
such base fuel cost· approved in l;hat case was 8.50 mills per 
kilowatt-hour. Witness Davis recommended a co ntinuation of 
the present fuel adjustment formula, including such base 
fuel cost levels, without modification. 

staff witness Williams testified that an adjustment should 
be made to the base fuel cost level incorporated into the 
basic rates and fuel cost a djustment formula to reflect the 
lower average fuel cost resulting from the no�mal operations 
of Brunswick No. I, vhich were proformed into the test yeat". 
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Witness Williams recommended a base fuel co st  level of 
0.689¢ per kilowatt-hour. such level vas calculated by 
using normalized test year operations, annualized t o  year
end levels, with the operations of the Brunswick No. I 
Nucleac Unit proformed into such operations at a 
representative 65% load factor. He further stated that 
additional adjustments may be reguired in order to reflect 
the handling of initial actual nuclear fuel costs, estimated 
costs and salvage values of reFrocessed nuclear fuel, and 
the permanent disposal costs of nuclear fuel. 

Based upon the foregoing testimony and exhibi ts, the 
Commission concludes that the base fuel cost level of 0.850¢ 
per kilowatt-hour proposed by CP&L for incorporation into 
the basiC rate design and the recommended fuel cost 
a djustment formula [G .s. 62-1 Jt, (e) and Commissi on Rule RI ...
36] reflects fuel cost levels approved in the Company's last
gene ral rate case. Docket No. E-2. sub 264. and does not
reflect the more current. lower average fuel cost level
resulting from the normalized and annualized operations of
the Brunswick No. J Nuclear  Unit. The proper base fuel cost
level. including the actual init ial cost of nuclear fuel,
based upon t he adjusted test year cost levels. vhich is
appropriate for use in this Froceeding, is 0.680¢ per
kilowatt-hour and the basic rat es and fuel cost adjustment
formula proposed by CP&L should be adjusted accordingly.

EVIDENCE AND CONCLUSIONS FOE FINDING OF FACT NO. 14 

The Commission takes judicial notice of CPSL's application 
in Docket No. E-2. Sub 308 for an adjustment to its bas ic 
rates based solely en the cost cf fuel. pursuant to G.S. 62-
l 34(e). Such adjustment was requested to become effective
on all bills rendered on and after 'July I. 1977. The 
Commission also takes notice cf its Order Approving Mo dified 
Decrease in Docket No. E-2 •. Sub 308 dated June 22, 1977. 

The rates herein approved contain a different and lower 
base fuel cost level (0.680¢/KWH) than the base fuel cost 
level (0.850¢/KWH) approved in the basic rate s in Docket No. 
E-2, sub 264, which are currently in effect. The rates 
herein approved also embcdy the estimated disposal cost of 
nuclear fuel within the basic rate st ructure, contemplating 
consideration of cnly the actual initia l-cost of nuclear 
fuel as the nuclear fuel cost comFonent of the fuel cost and 
generation statist ics to be utilized in G.S. 62-134(e) 
proceedings. 

Adj us ting the nuclear fuel cost statisti•cs accordingly• 
for the 3-month test ·pe riod in Docket No. E-2. Sub 308. and 
making appropriate changes in the computations of the 
adiustment factor to  reflect tbe change in the base fuel 
cost level result in a credit of 0.055¢/KWH. This i s  the 
proper and appropri ate Approved Fuel Charge that should be 
applied to the basi.c rates approved herein during the Ju,1:.y 
J977 billing month. 
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EVIDENCE AND CONCLUSIONS FOB FINDING OF FACT NO. 15 

The evidence for this Finding of Fact is contained in the 
testimony and ezhibits of Company witnesses Smith, Davis and 
Bradshaw and the testimony of Staff witnesses Williams and 
Hoover. 

Company vi tness Smith offered e.vidence on the major costs 
involved in determining total nuclear fuel expense, 
including the purchase cost of uranium, conversion, 
enrichment, reconversion, reprocessing, disposal of wastes 
and costs of storage. He further testified that under 
present fuel charges nuclear fuel costs are being calculated 
upon the basis that reprocessing vould be available at least 
by 1980. Mr. Smith recommended that the estimated cost of 
reprocessing nuclear fuel be dele ted from fuel expense, that 
credits for the value of recovered u ranium and plutonium 
materials no longer be in cluded and that the cost of 
permanent disposal of the radioactive materials be included 
in their place. He testified that his recommendation vas 
based upon the follcving facts: (a) there is currently no 
licensed reprocessing facility in operation in this country; 
(b)' the Nuclear Regulatory com11i ssion has not approved the 

us� of plutonium in commercial facilities; and (c) the 
current Federal Administration's st ated policies are to 
disallow commercial reprocessing of nuclear f uel for the 
foreseeable future.. He stated that the net result of these 
recommended change s would increase the average nuclear fuel 
expense in the test year in this proceeding by 7.43¢ per 
Pl Btu. 

Company witness Bradshaw testified on two accounting 
adjustments required to implement l'!r. smith• s 
cecommendiltions. · He stated that a test ye ar adjustment for 
the amortization of spent nuclear fuel assemblies (5-year 
amortization) in the amount of $1,007,630 per year and an 
adjustment for the disposal ccst cf those assemblies in the 
amount of $f,318�980 per year (10-year amortization) would 
be required. Company witness Davis testified that 
implementation of Ht. Smith's tecommendations would increase 
the total test year nuclear fuel Expense by$) 1,056,493. 

Staff witness Williams testified, based upon r ecent 
stat ements made by President Catter and others involved in 
the desig n of the Fede ral Adminis tration's energy policies, 
that there were no presently lice nsed and certificated 
facilities for nucleac ceprocessing a nd none would likely be 
available in the near future. Be stated t hat, at present, 
there is no longer an y justification for continui ng CP&L's 
pres ent accounting policies tegarding nuclear fuel costs 
vhich rest on the assumption that reprocessing will be 
av ailable and that he was in agreement with witness Smith's 
testimony and witness Bradshaw's revised testimony on this 
point. He contended that these additional nuclear fuel 
costs should be handled tbrough th e basic rates in the same 
manner as fly ash and should not be included in the G.s. 62-
134 (e) proceedings. He concluded that, if the "throw-away" 
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nuclear fuel cycle is not allowed at this time, the full 
costs of today's energ y would not te recovered from present 
customers but would have to be recove red from future users. 

staff witness Hoover testified tha t, from his viewpoint, 
he would not make the adjustments proposed by the Company 
witnesses for the 11 throv-avay" nuclear fuel cycle because he 
felt the basis for the Company• s position is too speculative 
on which to base such a large accounting adjustment. He 
conceded that, if the Commission de termined that there would 
be no recycling, th e proposed adjustments vould be proper. 

Based on the foregcing evidence, the Commission concludes 
that, in light of the current Federal Administration's 
stated policies to disallow nuclear fuel reprocessing, it is 
more reasonable to include, in the total cost of nuclear 
fuel., the estimated cost of permanent disposal of t he 
r adio active materials resulting from nuclear plant 
operations ( 11th rov-away" fuel cy cle) rather than the 
estimated cos ts and salvage values ·a ssociated with nucl ear 
fuel reprocessing previously utilized. The charge to 
recover -\:·he cost of perman ent disposal of nuclear fuel 
wast es should be a separately identifiable component of the 
basic rates, and the funds collected within the basic rates 
applicable to these costs should· be recorde d in a separate 
subaccount of Account 120.s, accumul ated provision for 
amort ization of nuclear fuel assemblies . Should the 
reprocess_ing of nuclear fuel waste be permitted 
prospectively, amounts recorded in this account shall be 
amortized- as a reduction to the cost of servi c e  over a 
reasonable pe riod of time. 

The costs associated with �ermanent disposal of the 
nuclear fuel wastes , based on test year operations, are 
0.04834¢/KWH for permanent disposal of the nuclear fuel 
consumed during the test year, 0.00377¢/KWB for the 5-year 
amortization of spent nuclear fuel assemblies and 
0.00494¢/KWH for the disposal cost (I 0-year amortization} of 
the spent nuclear fuel assemblies. These arE t h e  levels of 
cost properly includable in the tasic rate design to recover 
permanent disposal of nuclear fuel wastes. Each of these 
charges should remain in effect until f urther order of the 
Commissionr except that in no event should the 0.00377¢/K'ii'H 
charge be al.loved to continue more than 5 years or the 
0.00494¢/K'ii'H charge be allowed to continue mor e th an IO 
years. Monies collected by these charges incorporated into 
the basic rates s hould be accumulated in a special. reserve 
account as discussed abcve. 

EVIDENCE �ND CONCLUSIONS FOE FINDING OF FACT NO. 16 

Company witnesses Bradshaw and Davis and Staff witness 
Hoover offered t estimony and exh ibits presenting the level 
of operating revenue deductions vhich they believe should be 
used f or the purpose of fixing the Applicant• s rates in this 
proceeding. 
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The following chart sets fctth the amounts presented by 
the witnesses: 

Ite!!!_ 
(a) 

000 1 s Omitted 

Company 
'Witnesses 
Bradshaw 
�Davis 

Net operating and maintenance 
expenses 

Depreciation 
Taxes other than income 
Income taxes - State 
Income taxes - Federal 
Investment tax credit - net 
Deferred income taxes - net 
Interest on customer deposits 

Total 

(b) 

$205,2(9 
51 • I 84 
41 ,33J 
2, I I 6 

I 8,525 
14.'744 
22 .300 

___ !.!!§. 

$355,565 

Staff 
Witness 
HOOVfil_ 

(c) 

$209,073 
50.343 
40.088 

4, I 46 
20.658 
14,354 
22,943 

__ ill 

$36 J ; 754 
======== 

�s shown in the above chart. tbe vitnesses disagree as to 
the am cunt properly includable as net operating and 
maintenance expenses. Company witness Davis testified that 
the test year level of net cperating and maintenance 
expenses was $205.219.ooo. Staff witness Hoover testified 
that the test year level of net cperating arid maintenance 
expenses was $209,0'73,000, vhich is $3,854.000 more than 
that proposed by witness Davis. This difference results 
from the following: 
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000 •s Omitted 

Staff adjustment tc reflect additional O&H 
expenses related to Company and Staff revenue 
normalization and annualization adjustments 

Staff adjustment to reflect annualization of 
O&M expenses exclusive of fuel and wageS to 
December 31, 1976 

staff adjustment to normalize ccsts associated 
with abandoned plant sites 

Staff adjustment to normalize costs associated 
with the Commission ordered management audit 

staff adjustment to reflect operation of 
Brunswick Unit No .. I at a 65'l capacity factor 

Company adjustment to reflect nthrow-avay 11 

nuclear fuel cycle 

Company adjustment to reflect addit,ional 
security personnel at nuclear production 
facilities 

Total 

Amount 

-"""1bl 

$ 7,5J5 

2,223 

1125) 

(240) 

3,641 

(8,825) 

( 335) 

$ 3,854 
====== 

As discussed in Evidence and Conclusions for Finding of  
Fact No. f O, the commission has adopted the Staff •s 
adjustments to normalize and annualize the test year level 
of operating revenues. It is, therefore, consistent and 
pcoper to include in the test year level. of expenses the 
changes in the levels of cost which would result from this 
inc1:eased production and .sale of electric energy. 
Accordingly, the Commission adopts the Staff's adjustment of 
$7,515,000, which includes in the test year level of 
expenses the costs associated 111ith the revenue normalization 
and annualization adjustments. 

Staff witness Hoover proposed GD adjustment of $2,223,000 
to annualize operating and maintetance exFenses, exclusive 
of fuel and vages, to the tecember 31, t 976, level. This 
adjustment gives recognition tc the increase in prices 
experienced by the Ccmi:any thz:cugh December 31, 1976,. not 
pz:ovided for in other adjustments. As previously discussed, 
the Commission has aaopted both revenue and expense 
adjustments to annualize the test year level of operations 
to December 31, 1976. It is, therefore, entirely consistent 
and appropriate to adopt the Staff's adjustment of 
$2,223,000 in order to annualize the effect of these price 
increases through December 31, 1'376. 
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Staff vit n ess Hoover proposed an adjustment of $125,000 to 
normalize the test ye ar level of operating and maintenance 
expen ses with regard to costs associated with abandoned 
plant sites and an adju stment cf $240,000 to normalize the 
test 1ear level of operating and maintenance expenses with 
regard to c os ts associa ted with the management audit of the 
Company, as ordered by the Commission in April of 1976. The 
Company had proposed to include, in the test year level of 
expeilses, the cost associated with the equiv alent of 1-1/6 
abandoned plant sites and the full cost of the management 
audit. As previously discussed, the purpose of utilization 
of the "test year ccncept 11 in the fixing of ra tes is to 
arrive at an annual level of revenues and costs which is 
representative of the level the Company can be expected t o  
experience on a n  ongoing basis. 

In keeping with the "test year concept" and in view of the 
facts that t he CcmJ;:any has eJ1.perienced only three 
(approxima te! y) abandoned plant sites in the last 25 years 
and that the comnission is precluded by law from ordering a 
full and complete management audit cf any public utility any 
more often than once every five year's, ve believe that the 
adjustments proposed by the Staff are p roper. Accordingly, 
the commission adopts the staff •s a djustment of SI 25,000 to 
normalize costs associated vith abandoned plant sites and 
the staff's adjustment of $�qo,ooo to normalize costs 
a sso ciated vith the management audit of the Company. 

The Commission has adopted the proposed Engineering 
Staff's adjustment to r eflect the operation of Brunswick 
Unit No. I during the test yea r at a 65% cap acity fa ctor or 
level of operations. It is, therefore, consistent a nd 
proper to reflect the related increa se in the test year 
level of fuel expense. Accordingly, the Commission adopts 
the St aff's adjustment in the a11cunt of $J,6ql,000. 

After car efully con�id ering the evidence present ed vitb 
regard to the 11 throw-avay 11 nuclear fuel cycle, especially 

the Federa l Government• s stated positi on on i:eprocessing, 
the Commission is of the opinion that the weight of the 
evidenc e, at this time, sup ports the contention that there 
will be no reprocessing of spent nuclear fuel. ·Therefore, 
the Commission has calculated, and will incl.ude, in the test 
year the additional cost associated with the "throw-avay11 

nuclear fuel cycle of s·e,329, 000. 

company witness Br adshaw presented an a djustment of 
$335,000 to reflect the i ncreased cos t associated with 
addit ional security Ferscnnel which will be reguired at the 
Company's nuclea r  production facil ities. As previously 
st ated, it is the Commission •s d·uty to consider releva nt, 
material and competent evidence sho111ing changes in the level 
of costs incurred by the utility in providing the service 
rendered to t he public 111ithin this St a te which is based upon 
circumstances and events occurring up to the time the 
hearing is closed. Therefore, in a rriving at the t est year 
level of operating and maintenance expense, the Commissi on 
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adopts the company 1 s adjustment cf $335.000 to include costs
associated with th e addition al security personnel. 

Based on the foregoing discussion, the Commission 
concludes that the following calculation of operating and 
maintenance expense of $217,737,000 is appropriate for use 
herein: 

ooo,•s omitted 

Item. 

(a) 

Net operating and maintenance. exi:ense proposed 
by witness Davis 

Staff adjustment to reflect additional O&M 
expenses ['elated to Comfany and Staff revenue 
normalization and annualization adjustments 

Staff adjustment to reflect annualization of 
O&M. expenses exclusive of fuel and 11ages to 
December 31, 1976" 

Staff adjustment to normalize costs associated 
with al:andoned plant sites and oanag.ement audit 

Staff adjustment to reflect operation of 
Brunswick Unit No. I at a 65'.C capacity factor 

commission adjustment to costs associated with 
the "th:cow-away11 nuclear fuel cycle as proposed 
by the compan y ($8,825 - $8,. 329) 

Total 

A.!!m!fil 
(b) 

$205,219 

7,515 

2,223 

(365) 

3, 64 I 

$217,737 
======== 

The next area of disagreen:ent between the witnesses 
concerns depreciation expense. Company witness Davis 
testified that the appropriate level of depreciation expense 
vas $51,184,000. Staff witness Ecover testified that the 
appropriate level of depreciaticn eXFense was $S0,3fl3,000, 
which is $Bfll,000 less than that proposed by witness Davis. 
This difference results from the following: 
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ooo•s On:itted 

Staff adjustment to reflect depreciation on 
actual construction ccst of Bruns•ick Unit 
No. I at December 31, 1976 

Staff adjustment to reflect depreciation on 
actual cost of net additions to utility plant 
in' service through December 31, 1976 

Total 

J69 

Amount 
-(bl-

As previously discussed, we have adopted Company witness 
Davis• adjustment to reflect in the test year level of 
investment the actual ccnstroction costs of Brunswick Unit 
No. I when placed in s ervice on l!arch 18, 1977, and Staff
witness Hoover's adjustment to reflect the actual cost of 
net additions to utility plant in service, other than 
Brunswick Unit No. I, through December 31, 1976. 
Accordingly, it would net be prefer to adopt the Staff's 
adjustment to refl ect dei:reciation on the actual 
coristruction costs of Brunswick Unit No. I at December 31, 
J 976. However, it is entirelJ consistent and proper to 
adopt the Staff's adjustment tc reflect depreciation on 
actual costs of net additions to utility plant in service 
through December 31, 1976 .. 

Based upon the adjustments described ab ove, the commission 
concludes that the following calculation of depreciation 
expense of $50,765,000 is appro�tiate for use herein: 

It�fil 
(a) 

000 • s Omitted 

Depr eciation expense Froposed by ,itness Davis 

Staff adjustment to reflect depreciation on 
actual c·ost of net additions to utility plant 
in service through December 31, 1976 

Total 

A!..9.\!!!1 
(b) 

$5J,J84 

_----1.!!il 1 

$50,765 
======= 

The next are a of disagreement between the witnesses 
concerns taxes other tha n inccme. Company witness Davis 
testified that the appropriate level of taxes other than 
income was $41,331,000. Staff �itness Hoover testified that 
the appropriate level cf taxes other than income was 
$40,088,000, which_ is $(,243,000 less than that proposed by 
witness Davis. This difference results from the following: 
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000 1 s Omitted 

!!&ID. 
(a) 

st·aff adjustment to t"eflect gro�s receipts 
tax applicable t o  operating t"evenue adjustments 

company adjustment to reflect 11 throw-avay" 
nuclear fuel cycle 

staff adjustment to r�flect pcorerty taxes on 
actual construction costs of Erunswick anit 
No. I at December 31, 1976 

Staff adjustment to reflect pI:CEertj taxes 
on utility plant in service at Iecember 31, 1976, 
based on 1976 property tax rates 

Total 

Amount 
(b) 

$ I ,ooo 

(474) 

(34) 

(1,735) 

$((,243) 
======= 

With regard to gross receipts tu, as previously 
discussed, the commission has adopted the related revenue 
adjustments proposed by the Staff and has not adopted the 
related revenue adjustment pcopcsed by the company to give 
effect t o  the "throv-away" nuclear fue1 cycle. It is. 
theI:efore. consistent and proper to adopt the Staff's gross 
I:eceipts tax adjustment of !I ,000.000 and to reject the
Company's gross receipts tax adju stment of $474,0.00. 

, .With regard to property taxes. as previou sly discussed,. ve 
have adopted Company vitness Dalis' adjus�men t to reflect. 
in the test year level of investment, the actual 
c·onstruction costs cf Brunswick ODit No. I when placed in 
service on March 10. (977, and witness Hoover's adjustment 
to reflect the actual cost of net additions to utility plant 
in service through December 31 • 1976. Accordingly,. it is 
consistent and proper to base the related test year level of 
property tax expense on these respective levels of cost. 
company vitness Brad shaw stated du�ing cr oss-examination 
that had the 1976 effective property tax rate been available 
at the time of the Company's filirg in this docket. he. too, 
would have used the 1976 tax rate in his calcula tion of th e 
adjustment to property tax expense. Therefore. as proposed 
by witness Hoover, the Coll'ir.ission believes that the 1976 
effective property t,ax rate should be used in the 
calculation of property tax exfense ap_plical:le to utility 
plant in service at December 31, 1976. 

Based on the foregoing discussion, the Commission 
concludes that the following calculation of taxes other than 
income is appropriate fer use herein: 
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OOO's Omitted 

(a) 

Taxes other than income proposed ty 
witness Davis 

Staff adjust■ent to reflect grcss receipts 
tax applicable to operating revenue 
a djust■ents 

Company adjustment to reflect "threw-away" 
nuclear fuel cycle 

171 

Amount 
(b) 

$41,331 

I , 000 

(4 74) 

Staff adjustment to reflect property taxes 
on ut ility plant in service at December 31, 1976, 
based on 1976 property tax rates 

Total $40,122 

The next area of disagreesect between the witnesses 
concerns current State income tax expense. Company witn ess 
Davis testified that the apprcFriat e level of State income 
tax expense was $2,116,000. Staff witness Hoover testified 
tha t the appropriate level vas $4,146, 000, which is 
$2,030,000 more than that FrOFCSed by witness Davis. This 
difference results frcm the fcllcwing: 

ooo•s omitted 

ilU 
(a) 

Staff adjust■ent to exclude the tax 
effect of a prior period operat ing 
loss carry-forward 

Staff adjustment tc the allocaticr 
of the ta x effect of the Company's 
depreciation expense adjust■en t 

State income tax effect of the difference 
between accounting an d pro forma adjustments 
to revenues and expenses proposed 
by the witnesses 

Total 

The propriety of Staff witness Beaver's 
$1,644,000 to exclude the tax effect of a 
operating less carry-forward from the test 
operations is self-evident. 

A mount 
-(b)-

$I, 644 

( 60) 

446 

$2,030 

ad just■ent of 
prior period 
year level of 
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With regard to witness Hoover's adjustment to the 
allocation of the tax effect of the Company's depreciation 
expense adjustment, the Co mmissio n telieves that the basis 
for allocation of the tax effect should be consistent with 
allocation of the adjustment. It is, therefore, appropriate 
and i;easonab1e to adopt the Staff ',s adjustment in the amount 
of $60,000. 

Since the Commission has not adopted all of the components 
of taxable income proposed by eithe� witness, it becomeS 
nece ssa ry for the commission to make the following 
calculation of current State incca,e tax expense vhich ve 
conclude is the proper amount for inc lusion herein. 

000 •s Omitted 

current state income tax expense proposed 
by witness Davis 

Tax effect of commission adjustments to 
t-he level of operating i:evenues pi:aposed
by the camp any

Tax effect of commission adjustments to 
the level of operating revenue dedu ctions 
proposed by the Company 

Tax effect of Commission adjustment t o  
allocation o f  interest expense 

Adjustment to exclude the tax effect of 
a prior period operating loss carry-forward 

Adjustment to the allocation of the tax 
effect of the Company's depreciation expense 
adjustment 

Total 

$2,116 

526 

(784) 

126 

I , 6 tiq 

_...1§.!!.l 

$3,568 
====== 

The next ,area of disagreenent between the witnesses 
concerns Federal income tax expens e. company witness Davis 
testified that the appr opriate leve.l of current Federal 
income tax expense was !I 8,525, OOC. Staff witness Hoover 
testified th at the afpropriate level was $20,658,000, which 
is $2,133,000 more than tha t �reposed by witness Davis. 
This difference results from the following: 
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ooo•s Ollitted 

Item. 
(a) 

Federal income tax effect of the difference 
between accounting and �re forma adjustments 
to revenues and expenses proposEd ty the 
witnesses 

Staff adjustment to the allocation of the tax 
effect of the Company's depreciation expens e 
adjustment 

Total 

173 

.$2,564 

$ 2, I 33 

ks previously discussed, the Commission has adopted the 
Staff's adjustment to tbe allocation of the tax effect of 
the Company 1 s depreciation expense adjustment. As 
previously stated, the Commissicn has not adopted all of the 
components of taxable incolle frOposed by either witness. 
Therefore, it becomes necessary for the Commission to make 
the following calculaticn of current Federal income tax 
expense, which we conclude is appropriate for inclusion in 
this case. 

ll..rul 
(a) 

OOO•s Omitted 

current Federal income tax expe11se i;:ropcsed 
by witness Davi s 

Tax effect of Commission adjustnents to the 
level of operating revenues p�OfCSed by the 
Company 

Tax effect of Commission adjustments to the 
level of operating reve nue deductions 
proposed by the Company 

Tax effect of Commission adjustment to 
allocation of interest exFense 

Adjustment to Company allocatioD cf tax 
effect of depreciation expense ad just ment 

Total 

!J!9..!!!!.t 
(b) 

$18,525 

4,209 

(7,006) 

I ,0 07 

-�lll

$16,304 

The next area of disagreeuent between the witnesses 
concerns the investment tax credit - net. Company witness 
Davis testified that the appro�riate level was $J4,744,000. 
staff witness Hoover testified that the appropriate level 
was $14,354,000, which is $390,000 1ess than that proposed 



by witness Davis. 
following: 

Tt e.!!! 
(a) 

ELE.CTBICITY 

This difference results 

000 •s Oeitted 

Staff adjustment to r eflect annual 
amortization of e stimated investment 
tax credit applicable to Eruns�ick 
Unit No. I and other p.lan t additicns 
through December 31, 1976 

Staff adjustment to exclude amortization 
of the pre-1971 investment tax credit 
which was fully amortized at June 30, 1976 

Total 

from 

$ 574 

Jl§.!!_) 

$ 390

the 

As discussed subseguently in developing the Company's pro 
forma capital structure, the Conmis sion has included as 
common equity the estimated investment tax credit applicable 
to Brunswick unit No. I and other plant additions through 
December 31, 1976. It is, thetefore, entirely consistent 
a nd proper to include the related amortization of $574,000 
in the test year cost of service. 

st.a ff witness Hoover testified that the pre-I 971 
investment tax credit·vas fully a1Jortized at June 30, 1976, 
and proposed an adjustment to exclude thi s amortiza tion from 
the test year level of expense. 'Ihe Commission believes 
that this normalization adjustment is in keeping with 
utilization of the 11 test year ccncept" in the fixing of 
rates. Accordingly, ve adopt the Staff's adjustment of 
$184,000 to exclude, from the aFEroved test year level of 
expense, amortizaticn of the pre-1971 investment tax credit. 

Based on the foregoing discussion, the Commission 
concludes that the Staff's adjusted level of investment tax 
credit - net of $14,354,000 is apEropriate for use herein. 

The next area of disagreenett between the witnesses 
concerns deferred income taxes. Company witness Davis 
testified that the appropriate level of deferred income 
ta}[es was $22,300,000. Staff witness Hoover testified the 
�pprop riate level was $22,943,000, which is $643,000 more 
than that proposed by witness Davis. This difference 
results from the following: 
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(a) 

RA'IE� 

ooo•s omitted 

Deferred income tax effect of tb� differe�ce 
between company and Staff tax ai:d book 
depreciation expense applicable to Brunswick 
Unit No.. I 

Deferred income tax effect of the dif.ference 
betwee n company and staff t ax and took 
depreciation expense apflicable to other 
plant additions 

Staff adjustmen.t to the Company's all ocation 
of the deferred income tax effect of the 
Company's depreciation expense adjustment 

Total 

Amount 
--(b) 

$ (34 7) 

I ,045 

_ _fill 

$ 643 
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The disagreement between the ,itne sses (ari sing from the 
differences between tax and �ook depreciation expense 
applicable to Brunswick Unit tic .. I and other net plant 
additions) i s  a result of the different levels of cost used 
by the witnesses to reflect the additional investment in the 
test year level· cf opera ticns.. The propriety of the 
different levels of investment proposed by the witnesses has 
been previously discussed .. 

With regard to the allocation of deferred income taxes, 
the Commission believes that tbe basis of allocation of 
deferred tax exrense shcu]d be consistent with the 
allocation of the expense which trings rise to  the deferred 
t axw Accordingly, ve adopt the Staff's adjustment of 
$5�,000 to the company•s allocation of deferred income tax 
expense. 

Based on 
concludes that 
tax expense of 

the foregoing discussion, the Commission 
the follow-ing calculation of deferred income 
$23,168,000 is aft=ropriate for u se herein: 
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Ite!!!, 
(a) 

ELECTEICITY 

0001s Omitted 

Deferred income tax expense per tooks 
June 30, t 976 

'company adjustm'ent to eliminate f1:el 
deferral 

Company adjustment for income tax 
normal.ization 

Staff adjustment to reflect deferred 
income tax expense applicable to 
plant additions through December 31, 1976 

Staff adjust�ent to the company's 
allocation of deferred income tax expense 

Commission adjustment for Erunsvick 
income tax normalization 

Total 

Amount 

$ 4,008 

5,873 

1,045 

(55 l 

5.905 

$23, 16B 
======= 

The final area of disagreement between the witnesses with 
regard to operating revenue ded�cticns concerns interest on 
customer deposits. This difference of $3,000 (witness 
Hoover's $149,000 - witness Davis' $146,000) results fi;om 
the different levels of custcueI deposits used by the 
witnesses in developing what they considei;ed to be the 
Company's appropriate allo�ance for working capital. 
Consistent with the Commission's findings in this regard, we 
conclude that the proper level of interest on customer 
deposits for use herein is $149,000. 

Finally, the Commissi on concludes, based on the entire 
discussion in this section, that the appropriate level of 
operating revenue deductions for use in this proceeding is 
$366,167,000, calculat ed as follows: 

Net operating and maintenance ellpenses 
Depreciation 
Taxes other than income 
Income taxes - State 
Income taxes - Federal 
Investment tax credit - net 
Deferred income taxes - net 
Intere st on customer deposits 

Tota1 

AJ!!Q!!Dt 
(h) 

$211,737,000 
50,765,000 
40,122,000 
3,568,000 

16,304,000 
14, 351t,OOO 
23,168,000 

-��..il.:;4 .2i. o o o

$366,161,000 
====--===-==
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The capital structure recommended by the staff, as 
reflected in the test imcny and e�hibit of Staff witness 
Hoover, is based on the Company•s actual capital structure 
at Decembe r 31, ·1976, adjusted t o  include additional 
deferred income taxes and investxent tax credit arising from 
pro forma adjustments to utility plant in service. 
Consistent with adjustments previously adopted and 
discussed, the Commissicn belieies that the original cost 
capital structure of 45.29, dett, 13.79% p referred stock, 
35.95% common eguity and 4.97� ccst-free capital pres ented 
by the Staff is appropriate for use herein. 

When the excess of the fair value of CP&L•s property, or 
rate base, over its original cost net investment (in the 
amount of $205,221,000) is added to the eguity component of 
the capital structure, the resulting fair value capital 
structure is as follows: 

Debt 
Preferred stock 
Common eguity 
Cost-free capital 

Total 

39.20% 
11 .94% 
44.561 
4.30% 

I oo .00% 

Company witness Langum calculated the embedded costs of 
CP6L's debt and preferred stock to te 7.72% and 8.01%. 
Attorney General witness Catletcn and staff witness Currin 
found the costs of debt and prefetted stock to be 7.7I� and 
8.01 %, respectively. The Ccmmission concludes that the 
embedded costs of debt and p r eferred stock are 7.711 and 
8.01%, respectively. 

Company witness Langum recommended a return on equity of 
14.25%, with two studies cited as support. For his first 
study, Dr. Lang um computed the average return on equity 
allowed in 39 orders of original cost jurisdictions in 1975 
and 1976. Claiming that the ccst of eguity was higher in 
fair value juri sdictions, he then added a .. 75% premium to 
his 13.50%, which yielded 14.25�. 

For his second study, Dr. I.atgum calculated the av erage 
return s earned on equity by 38 utilities operating in fair 
value jurisdictions fer each year 1971 to 1975. Of the 
original 190 company years, Dr. Langum first excluded (07
company years for reasons of "inadequate investment stature"
or 11 s uhstandard earnings." Of tbe remaining 83 comparison
years, 36 of them represented lexas utilities ..

Compared to 
had, in general, 
Lang um Con tends 

the remaining companies in the sample, CP&L 
a slightly lc•et eguity ratio. Witness 
that, for any given ut i�ity, its cost of 
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debt and its to,tal cost of capital a re constant and 
independent of the capital structure. 'Ihe result of this 
assumption is that, as the equity ratio decreases, the cost 
of equity increases exponentially. Ritness Langum then 
proceeded to 11 adjust11 the returll en eguit:y for his sample 
companies to a 11comparable 11 return based on CP&L 1 s equity 
catio. The resultant adjusted aVErage for 1975 was 14. 78% 
with Texas utilities included, 13 .. 78% with Texas utilities 
excluded. Witness langum claimEd that the cost of equity to 
utilities in general, and tc CP&L in particular, actually 
increased since 1974-1975, and, thus, even the J3.78j for 
the non-Texas utilities would have increased significantly, 
thus supporting his 14.25% recc�roEndation. 

The Attorney General's witness Carleton recommended a 
return on equity of 13-50%, basea on his application of the 
DCF (Discounted Cash Flow) technique to CP&L and othec 
compacison utili ti es. His applicotion of the DCF to CP&L 
resulted in an indi·cated cost of equity of 13.00%. Dr. 
Carleton then applied the DCF tc all Moody's Baa electric 
utilities, regardless of theic Standard and Poor•s rating. 
After eliminating all of the esti6ated costs of equity which 
were below 11- 39%, Dr. Carle ten then averaged the remaining 
costs of equity. Re found the average to be 14.4%. 
However, his data did net include 1976, so Dr. Carleton then 
made a downward adjustment of .6%, to reflect his perception 
of the decrease in capital costs from 1975 to 1976. Witness 
Cat"leton concluded that CF&L's cost of eguity 11 can be safely 
astimatEd as being between 13 and 13.Si, u with J3.5% being 
his best recommendation. 

Staff witness Currin reccmmended a return on equity of 
J2.9!%. HiS application of the DCF to CP&L indicated a bare 

cost of equity of J2.1?%. With an allowance for issuance 
expenses based en historical exFerience and an allowance for 
market pressure based upon a study of the relative 
positions, over time, of the CF&L stock price vs. the 
Standard and Poor•s Utility Index, Mr. Currin found the 
full cost of CP&L1s equity to bE 12.91%- An id entical DCF 
was then applied to Duke Fc\ier company to check for 
consistency of results. Duke's cost of equity was found to 
be approximately .34% less than CP&L, which Hr. Currin 
concluded was reasonable and cons istent with his 
recommendation of ( 2. � I 'l for Cl?SL. 

After considering all relevant testimony, the Commission 
concludes that a return on book ccmmon equity of j3.25j is 
f?,ir and reasonable. 

The Commission takes notice cf the opinion of the Supr eme 
court of the state of North Carclina in Sta!g of North 
Cat'olina ex t"el, Utilities Commi�sion, et al, v. Duke Power 
�Qfill!�Il� 285 NC 377 (I 974) wherein the following statements 
concerning the level of the fair rate of return appear at 
page 396: 
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"The capital structure of the ccmpany is a major factor in 
the determination of what is a fair rate of return for the 
c ompa ny upon i ts properties. There are, at least, two 
reasons vhy the addition of the fair value increment to 
the actual capital structure of the c ompany t ends to 
re�uce the fair rate of retur n as computed on the actu al 
capital structure. First, treating this increment as if 
it were an actual addition to the equity capital of the 
company, as we have held G.S. 6�-13J(b) reguires, enlarges 
the equity component in relation to the debt component so 
that the risk of the investor in common stock is reduced. 
Second, the as surance that, jeat by year, in times of 
inflation, the fair value of the existing properties will 
rise, and the resu lting inctellent will be added to the 
rate base so as to increase earnings allowable in the 
future, gives to the in vestor in the company's common 
stock an assurance of grovth of dollar earnings per share, 
ov er and atove the grcvth incident tc the reinvestment in 
the business of the company'f actual retained earnings • 
. "-S indicated by t he testimony 0£ all of the expert 
witnesses, who testified in this case on the question of 
fair rate of t""eturn, this expectation of grovth in 
eat""nings is an im�ot""tant part cf their comFutations of the 
present cost of capital to the company. When these 
matters are properly taken into account, the Commission 
may, in its ovn expert judgnent, find that a fair rate of 
x:etut""n on equity capital in a fair value state, such as 
North Carolina, is �resently less than the amount which 
the Commission would find to �e a fair return on the same 
eguity capital without considering the fair value equity 
increment." 

The commission, therefore, ccncludes that it is fair and 
reasonable to consider in its fjndings on rate of return the 
reduction in risk to CP&L •s equity holders and the 
protection against inflation which is afforded by the 
ad�ition of the fai r value in crement to the equity component 
of CP&L's capital structure. Considering the current 
investment markets in which CE&l must compete for debt and 
equity capital and the other testjmcny relating to rate of 
return, the Commission con cludes that a rate of return of 
B.20� on the fair value of CP&L's propecty used and useful
in rendering electric utility service to its customers in
North Carolina is  just and reascnable. such a return on 
fair value will produce a return of 9.47� on fair value 
P-guity, including both b ook equity and the fair value 
increment, which is just and reascnable. The actual return 
on book common equity yielded ty the rate of return of 8.20% 
multiplied by the fair value rate base is 13.57%. 

The Commission has ccnsidered the tests laid down by G.S. 
62-J 33 (b) (4). The commission concludes that the rates 
herein "1.lloved should enable the Company, given efficient 
management, to attract sufficient debt and equity capital 
from the market to discharge its otligations, includjng its 
dividend obligation, and to achieve and maintain a high 
level of service to the public. 
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EVIDENCE AND CONCLUSIONS FOF FINDING OP FACT NO. 20 

The fol.loving schedules sum11arize the gross revenues and 
the rates of return which the Company should have a 
reasonable opportuoity to achieve, based upon the increases 
�pproved herein. Such schedules, illustrating the Company•s 
gross revenue requirements, incorporate the findings, 
adjustments, and conclusions heretofore and herein made by 
the Commission. 

SCHEDULE I 
CAROLINA PORER & LIGHT COHPAN.Y 

DOCKET NO. E-2, SUB 297 
NORTH CAROLINA RE'IAIL OPERATIONS 

STATEMENT OF BETURN U�tER PBESEN'I RATES 
TWELVE HON'IHS ENDED JUNE 30, 1976 

(ADJUSTED FOR SU ES EQU fN! KNOR N CHANGES) 
0001s O�I'l'IED

I. operUing_J!�.fil!_g§
2. Net operating revenues 

3. Opera tin 9-.!ffiYfil!.!!�� ions 
4. Net operation and mainter.ance
5. Depreciation 
6. Taxes othet" than income
7. Income taxes - state 
8. Income taxes - Federal
9. Investment tax credit - net

IO. Defet"t"ed income taxes - net 
11. Interest en customer depcsits 
12. Total t"evenue deductions
13. operating income for return 

14. original Cost Net Investmen1
I 5. Electric plant in service 
16. Nat nuclear fuel 
( 7. Less: Accumulated depreciation 
1 a. Net electric plant 

(9.. Allowance for Working Ca,Eital 
20. Cash allowance
21. Materials and supplies
22. Prepayments
23. Less: Accrued taxes 
24. customec deposits
25 ,. Total working capital alloliance 
26. Total original cost net intestment 

27. Faix: value rate base 

28. Fair value rate of return 

Amount 

(b) 

$ 462,9(8 

217,737 
50.165 
40, I 22 

3,568 
(6,304 
(4,354 
23, I 6 8 

49 
366. !61

$ 96,751 
==-======= 

$1,477,959 
24,651 

_ _ru_._m 
1,251,534 

33,91 I
49,213 

I, 11 4 
I 1,889 

___ 2,965 
69,384 

$1,320,918 
======== 

$1,526, (39 
======== 

6. 34% 
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SCHEDULE II 
CAROLINA POWER & LIGBT COMPANY 

DOCKE'I NO. E-2, SUB 297 
NOBTH CAR"oLINA BE1AIL OPERA.TIONS 

CALCULATION OF APPROVED INCREA�E IN BASE RATES REVENUE 
TWELVE MONTHS ENC:Et JUNE 30, l976 

(ADJUSTED FOR SDBSEQUEN1 KNOWN CHANGES) 
000 1s CH ITT ED 

Line 
!!_Q:_ 

It_f.!!! 
,,., 

Amount 
(b)-

I • 
2. 
3. 
4. 
.5. 
6. 
7. 

8. 

9. 

Fair value rate base 
Fair rate of return 
Operating income requirenent (LI x L2) 
Operating income under Ftesent rates l/ 
Operating income deficiency {L3 - 14) 
Retention factor 2/ 
Gross revenue reqllirement in addition 
to the pre fcrma test year level of 
revenue (L5 :- 16) 
Effect of fuel charge riCer on pro 
forma base rates revenue JI 
Approved increase (17 - LB) 

l/ Schedule I, Line 13, Column (l:) 

Y Gross revenues 1.000000 
Gross receipts taJ .060000 

State income tax 
(.94 X .06) .056400 

Federal income tax 
(.88360 X .48) _.,_!!2412J! 

Be ten tion factor .. 45 9472 

]I Calculated by the Ccumission 

$1,526, 139 
___ ...!hl.Q� 

125,143 
___ 9�lli 

28,392 
_ __,_!! 59 4 72 

6 I, 193 

_.i_l 7. 540) 
$ 44,253 
=======-=== 
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Line 
liQ!-. 
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SCHED OLE III 

CAROLINA POWER & LIGHT COMPANY 
DOCKET NO. E-2, SUB 297 

NORTH CAROLINA RETAIL OPERATIONS 
RETURN ON FAIR VAIOE COMMON ECUITY 
TWELVE MONTHS ENt"EI JUNE 30, J 976 

(ADJUSTED FOR SUBSEQO�Nl KNOWN CHANGES) 
ooo•s Cl'!JTTEC 

It�,m 
(a) 

Ca.E:italizaticn 
Ratio 

-'-
( C) 

Embedded Cost 
or Return on 
Common Equity 

( d) 

I• PRESENT RATES -_FAIR VALUE_BATE BASE 

2. 

3. 

4. 
5. 
6. 

7. 

8. 

9. 

10. 

I I • 

I 2. 
I 3. 
I 4. 

I 5. 
I 6. 

Long-term 
debt $ 59 e, 2-44 3.S.20 

Preferred 
stock (82,154 I (. 94 

Common eguity 
Book $1174,870 
Fair 
Value 

Incce-
ment _JQ.��11 680,091 lPl.56 

cost-free __ _§2L.250 4. ,o
100:Co Total $1,526, (39 

=--==-=== ====='= 

APPROVED RATES_- FAIR VALUE_BATE BASE 

Long-term 
debt 

Preferred 
stock 

Common egui ty 
Book $474 ,. 870 
Fait: 
Value 
Inc re-

ment �2..1!.U 

Cost-£ r?.e 
Total 

$ 598,244 39. 20 

182,154 I 1. s4 

680,091 44.56 

--�§50 _ _hJ] 
$(,526, 139 (00.00 
====·-===== ------

1.11 

8. O I 

5.30 

1.11 

a.01 

9. 47 

Net 
Operating 
Income Foi: 
___.Ret� 

(e) 

$ 46, I 25 

14,591 

36 ,.035 

$ 96, 75 I 
======== 

46,125 

I 4,591 

64 ,. 427 

$(25,143 
===:===== 

EVIDENCE AND CONCLUSICNS FOB FINDING OF FACT NO. 21 

The evidence for this Finding cf Fact was contained in the 
testimony and exhibits of Company vitness Davis and Staff 
witness Tucker. Company witness Davis testified that the 
results of the t:etail ccst allocation study for the period 
ending .June 30, 1976, was used as a guide in the 
distribution of the requested rate increase among customer 
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classes. He stated that the Company's objective was to 
design ra te s so as to produce a more uniform rate of return 
among retail cu'stomer classes and that the Company's 
proposed rates moved in this direction. Witness Davis 
testified that rates cannot be :z:ealigned to produce unifo�m 
rates of return in one abrupt change. In addition, he 
stated that if rates were designed to generate equal retu rns 
between classes based on an histori c test period, these 
rela tionships would not exist when the rates became 
effective due to several changing conditions, inciuding the 
rate of growth of the variou s customer classes, the types 
an� timing of plant a dditions, and the relative levels of 
inflation. Nr. Davis further testified that, for this 
reason, rates of return should be set in a reasonahie range 
rather than seeking absolute unifor mity based on an historic 
study. 

The Commission Staff review of the effects of CP&L's 
proposed ra tes on class rates ot return was presented in the 
testimony of Staff witness 'Iucker. Mr. Tucker testified 
that the maximum variation in rate of return from the retail 
aver:age return for the major rate schedules was between 10:t 
and \ 1% with one except io n, and significant reduc tions were 
made in the variati on from averagE return for that schedule. 
He stated t hat, though cost must be a major input into rate 
design, consideration must be given to other factors such as 
possible customer impact, inherent relationships between 
r:ates, and historic rate design. Further, he testified that 
changing conditions can alter t·he results of historic 
studies, especially when these conditions may require an 
aiter:ation in future cost allocation methods. For these 
reasons, the Staff agreed witt the Company's p roposed 
distribution of revenue inc rease among rate classes. 

The Commission has reviewEd the evidence presented and 
concludes that the company's proposed revenue distribution 
substantially redu ced the existing overall variation in 
cat.es of return between retail customer ciassifications. 
The commissio n is fully aware that changing conditions could 
affect the customers' u sage cha racteristics and resulting 
cost responsibility and may require alteration of the 
current al location pr ocedures. !bus, the Commission is of
the opinion that the proposed distribution of revenue 
increase among rate classes is reas onable and concludes that 
furthe r adju stment tased on an historical allocation study 
is net necessary at this time. 

EVIDENCE AND CONCLUSIONS FOB !INDING OF FACT NO. 22 

In hi s te stim ony, Mr. Davis indicated that the rate design 
objectives of CP&L are to strea�line and combine as many of 
the existing schedules as possible, to equalize the customer 
charge compone nt by class of �ervice, to eliminate or 
standardize cate blocks and charg es where possible, and to 
moLe direct ly cefle ct ccst relaticnships of the customer, 
demand, and energy components in each rate. iith respe ct to 
the rate schedules for small general service,. Plr. Davis 
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indicated t hat the cla ss consists of six rate schedules. 
Tvo of these rates were frozen to new customers as a result 
of the Company's last general rate proceeding (Docket No. E-
2, Sub 264). The Company iE froposing to freeze the 
availability of three more of the small general service 
schedules in this proceeding, leaving only the principal 
rate (presently G-1) open to r.e, customers. All new small 
general service would be served ·on the proposed SGS 
schedule. The changes proposed for the SGS schedule 
(formerly G-f) include a $6.50 basic customer charge and a 

m odification of the blocking for simplification. Mr. Davis 
also testified that the lacge general service class 
presently consists of five scbedules. The availability of 
one wa s frozen during the last rate proceeding. The company 
proposes to eliminate another completely (there are 
currently no customers be ing se:r::ved on th a t  schedule). Nev 
customers would be s erved on one of t he other general 
service schedules. No changes in rate form vere proposed 
for the remaining three schedules. Finally, with reSpe ct to 
the lighting schedules, Mr. Davis testified th at the on.ly 
design changes propo sed were the offering of some add itional 
sodium vapor lighting units. 

commission Staff witness rocker testified that the Staff 
agreed with the proposed design of the general service and 
lighting schedules with one exception� He testified th at in 
the general service rates which include a demand charge, the 
Comp any proposes to use the tatche t provision approved by 
the Commission in the last CP&L rate case. This r atchet 
sets the minimum billing demand al: the maximum of (I) 90" of 
the maximum demand recorded during the billing months of 
July through October of the preceding I I billing months or 
(2) 50% of  the maximum demands record ed during billing 

month s of November through June cf the preceding II billing 
m onths. Mr. Tucker sta ted that, since the winter demand 
appe ars to he increasing relative to the summer demand, this 
ratchet provision should be changed to reduce the relative 
di'fference between the value of the summer an'd winter 
ratchet factors� He indicated that a redu ction of the 
differential in the seasona l ratchet perc enta ges should g ive
the customer a pricing in dic ation th at the cost di�ferential 
between summer and winter deoards could be decreasing and 
shou ld ease the p ossible future impact of adjustments in
allocation metho ds. He. Tucket proposed an 85% rafchet
factor based on summer demand and a 60% factor based on
winter demand but stat ed tbat the percentages were
determ ined by judgment. Hr. Tucker testified that this
change in ratchet provi sions vo uld result in a change in
demand billing determinants for each rate which includes the
ratchet provisions and would require an adjustment in demand
related prices t o  maintain the aFpropriate revenue leve.ls
for ea ch rate. In addition, Mr. Tucker testified that
approval of a tota l increase in revenues other than that
proposed by the Company and/or· appr oval o f  any adjustments
to the base of the fuel adju'stment fa c tor would require a
repricing of all individual rates.
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The Commission concludes that the design of the genera.l 
s ervice and lighting schedules as filed by the company are 
a pp rop ria te, vi th one modificati on. In the commission I s 
opinion, the ratche t Frcvision in the general service rate 
schedules with demand charges shculd be adjusted to reflect 
a minimum monthly billing demand of (I) 80j of the maximum 
demand recorded during the billing m onths of July through 
October of the preceding 11 billing months or (2) 60% of the 
maximum demand recorded during the months of November 
through June of the preceding I I billing months. This 
7h�nge should more appropriately reflect the relative 
increase in CP&L1s winter peak demand with respect to the 
Summer peak load. Th� �ricing cf the ra te schedules must be 
adjusted to reflect the new ratchet provision, the change in 
the fuel clause base (Finding cf Fact No. 13) and the level 
of total revenues approved herein (Finding of Fact No. 20). 
The general service and li ghting schedules shown in Appendix 
A have been adjusted to reflect all of the Commission's 
conclusions on the design of those schedules. The 
Commission is of the cpinicn that the general service and 
lighting ra tes shown in Appendill A sh ould be implemented. 

EVIDENCE A.ND CONCLUSIONS FOF FINDING OF FACT NO. 23 

tn the Company's rate prop osal, there vere sev eral slight 
wording changes for clarificaticn of the Service Rules and 
Regulations and Terms and Condition of Service. In 
addition, the Company proFosed scae changes which would have 
an effect on specific custcuet"s. Wi th respect to the 
service Rules and Eegulations, a major change vas an 
increase in the charge for conDec ting of service from $2.00 
to $5.00. Another proposal was to include wording which 
would prohibit 11 peak-splittin9 11 for customers who utilize 
some type of load ccntrcl equiEtert. With re spect to Terms 
anrl Conditions of Service, the TA-2 t"ate schedule was 
eliminated and was re placed with a rider to the SGS schedule 
(affecting two customers). The 5taff1s testimony indicated 
that all of th� proposed changes in Service Rules and 
Regulations and Terms and Conditions vere reviewed and that 
th e staff was in agreement liith the Compa ny's proposal. 
None of the Intervenors questionEO these aspects of the rate 
proposal. 

Prom a review cf the evidence, the Commission concludes 
that the changes in Service Rules and Regulati ons and Terms 
and Conditions of Service prOFOSed by CP&L are appropriate 
and should be i�plemented, with CDe exception. The company 
included a charge in Rider I� of 0.85¢/KHH reflecting the 
proposed base of the fuel cla use. The Commission is of the 
opinion that this charge shculd be changed to 0.680t/KWH 
reflecting the fuel clause base approved herein. The rate 
schedules and the Fages of Sei::vice Rules and Regulations 
shown in Appendix A contain all the above modificati ons 
found appropriate and should therefore he implemented. 
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EVIDENCE AND CONCLUSIONS FOfi FINDING OF FACT 24 

Testimony concerning the design of the residential rates 
Was provided by' James H. D a vis, Jr., Director of Bates and 
Regulation for CP&L,. and by Cr. Dennis w. Goins, a 
Commi:ssion Staff economist. The .Iesidential rate schedule 
proposed· by' CP&L ·in this. dccket consol.idates t4e' three 
existing residential rate schedules into a single rate 
schedule. The , Ccmmissicn concludes that the design of the 
residential rate schedule should reflect the cost of 
providing electric sE!rvice •tc custome rs, encourage the 
·conservation of energy resources, and promot e economic
efficiencies. The approved residential rate scihedul.e
attached· as Appendix A is designed •with· pricing changes -to
reflect a more equitable and efficient rate design.

The cost of providi ng electric service may be divided into 
customer, demand, and energy costs. The customer cost 
component varies with the number.of customers being served. 
The demand cost component varies �ith the load imposed on 
the system·1s facilities by the customer . The energy cost 
component varies with kiloi..-a tt-bour consum_ption ... 

Customer costs; which include tilling costs, plant items 
such as the me ter and service drop: and · part · of the 
distribution plant, are costs incurred by CPSL regardless of 
the kilowatt-hours of electricity sol d  t o  customers. The 
Basic Facilities Charge in each of CP&L•s existing 
residential rate schedules is a separate charge that 
attempts to recover most of these· customer costs. Both Hr. 
Davis and Dr. Goins agreed· that the existing residential 
rate schedules should be consolidated into a siµgle 
reside·ntial i:ate schedule with a single Basic Facilities 
charge applicable tc all resid�ntial: customers. He. Davis 
proposed a $6.50· per month Basic Facilities Charge; Dr. 
Goiils urge:i that the E·asic Facilit'ies L Charge te set at. $6.00 
per month. Although he advocated, a lover Basic Faciliti·es 
Charge than did Mr. Davis, Dr. Goins did urge the commission 
to move gradually tcvard complete recovery of all customer 
costs through a separately stated monthly cha rge. Testimony 
by bot·h Kr. Davis and Dr. Go_ins showed that each of' the 
proposed Basic Facilities Charges �as less than the average 
monthly customer co sts incui:i:ed by CP&L. The portion of 
customer costs not included in the Basic Facilities Charge 
is i:ecovei:ed in the kilcwatt-hccr rates of the i:esidentia1 
rate sche<lule. • The , commission believes that the gradual 
·movement toward complete i:ecove ry of customer costs ·through
a Separately· stated monthly charge" is appropi:iat_e. In
addition, the Commissicn believes that the term "Basic
customer Chi:li:ge" ,, i's a more accurate desci:iption Of the
separately stated monthly charge used to recover a major
portion of avei:age monthly custcmer costs incurred by CP&L.

Both rtr. Davis and· Dr. Goins agreed that a summer...:vinter 
price differential, such_ as the price differential approved 
for all-electric customers in Dccket No. E-2, sub 264, 
should be maintained and �ade applicable to all residential 
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customers. However, Dr. Goins testified that the summer
wintec pri ce differential should be less than the price 
differentia l proposed by Mr. cavis. Evidence provided by 
Dr. Go ins showed that the annual load factor of electric 
heat inq customers had declined steadily since 1972 while 
CP&L1s winter system peak had continued to grow. However, 
no evidence was 1=resented to indicate that CP&L cannot 
r easonably be expected tc continue to be a summer-peaking 
company in the near future. The Commission agrees that 
vinter heating loads should net be encouraged by tbe 
residential rate stru cture as much as such loads have been 
enco uraged in t he fast. 'Ihe s ummer-winter price 
differential is still appcopriate for CP&L' s ces idential 
customers, but this differential should be decreased to give 
residential customers a more proper price signal regarding 
possible change s in the allocation method used to assign 
costs to customer classes. Fucthermore, the applicability 
of the summer-winter price differential to all residential 
customers, as approved in  this Order, eliminates the 
inequity of charging different Erices (except cost-related 
differences) foe electricity consumed during the sa me time 
peciods. 

The consolidation cf the residential rate schedules 
eliminated the special water heating provisions contained in 
the existing Schedules R-2 and !i-3. The Commission believes 
that the continued higher annual lo ad factors of water 
heating customers and the diversity of water heating lo ads 
;u stify the continuation of the ccst-related water he ating 
provision. Therefoce, the approved residential rate shown 
in Appendix A incorpora tes a special rate provision for 
customers having an approved water heater. 

The approved residential rate schedule, which is shown as 
Schedule RES-3 in Appendix A, consol idates the three 
existi ng rate sche dules into a single cate schedule, 
simplifies the KWH blccking in the rate schedule, and 
maintains a separately stated customer charge ·provi sion, a 
summP-r-vinter pric e differential, and a special rate 
provision fo r customers having an approved water heater. 
The commission is of the op inion that this approved rate 
schedule should be substitutEd for the propo sed CP&L rate 
schedule in order to ceflect a ,ere equitable and efficient 
rate design. 

Much of the increased need for electcic generating 
capacity can be attributed tc gro�th in the demand for 
electricity during syst em peak peciods. Therefo re, the 
Commission seeks tc slow t he growth of the system peak 
demands of electri c utilities CFerating in North Carolina by 
c cea'ting an awareness amo ng consumecs of their contr ibuti on 
to system peak demands and, consequently, their c ontribution 
to the nP-ed for additional generating plant. The Commission 
also seeks to encourage consumers to help slov the growth i n  
the system peak by volu ntarily restricting their consumption 
of electricity during periods of peak demands and deferring 
such consum1=tion to off-peak pericds. 
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The Commission believes that greater consumer awareness of 
the r elationship between electricitJ usage at the ti:me of 
system peak and the need for additional electric generating 
facilities can lead ccn�umers tc voluntarily refrain from 
unnecessacy consumption of electricity at such times. While 
the Commission is aware that such voluntary restriction of 
electricity consumption at the time of system peak will not 
eliminate the need for additional generating facilities, it 
may slow gro�th in the demand for such facilities .. 

Chapter 780 of the Sessicll Laws of 1975 {S .. B. 420) 
a uthorizes the Commission to 11direct eac h electric public 
utili.ty to notify its customers ty the· most economical means 
available of the anticii:ated peticds in the near future when 
its generating c apacity is likely to be near peak demand and 
urge its customers to refra i n  from using electricity at 
these peak times of' the day." In accordance therewith, the 
Commission herein, just as in I:ccket No.. E-2, Sub 26LJ, 
directs Carolina Power & Light company to develo p and 
implement plans fo� the reduction of sys·tem peak t hrough: 

I • 
public 
peak; 

Continuing education of its customers and the gener al 
in the need for. and methods cf controlling system 

2. Using mass communi caticn to promote conservation of 
ener gy during anticipated pe riods Ot peak demand, to inform 
customers of ritetbods to reduce the u nnecessary use of 
electricity, and to postpone ncnessential usag e; and 

3. Promoting effective load management and efficient use 
of electricity by offer ing direct assistance to customers. 

Such plans shculd take uaximum advantage of the 
oppo rtunity for public service an�ouncements undertaken in 
cooperation with service area news media, and other such 
m eans as may present themselves, in order to follow the 
statutory m a ndate to emplo y tbe most economical means 
available for notifying and educatinq the pablic.. In 
a ddition, such plans should demonstrate the villingness of 
the utility to encourage its customers to restrict their 
consumption o f  electricity during anticipated p eriods of 
peak demand. 

EVIDENCE AND CONCLUSIONS FOE FINDING OF FACT NO. 25 

Commission Staff witnesses Bumgarner and Tucker and 
Company witne sses Davis and Horne testified as to the 
appropriateness of the use of the single summer system peak 
demand as the basis fer the Com�any's co st of service and 
jurisdictional allocation studies. These witnesses 
generally a gr eed that CP&I has, in the past, clearly been a 
summer peaking system-. However, they also agre ed that the 
winter peak has been growing faster than the summer peak in 
recent years. St aff witness Eumgarner reco mmended in his 
test im ony that in fut�re Froceedings the Com mission should 
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l ook not only at a single peak 11:ethod of allocation but also
at other methods ut ilizing more than one peak.

In viev of t he above testimony, this C cmmis sion concludes 
that Carolina Power & Light Comfany should, in the future, 
file with the Commi ssion, on an annual basis, cost of 
service studies based on the winter system peak demand as 
11el l as the summer �eak studies pre sently filed vith the 
Commission. 

IT IS, THEREFORE, CEDERED as fellows: 

1- That eff,ective fer retail elec tric service rendered
in �orth Carolina on and aft er July I, 1977, Carolina Power 
r, Light company is hereby allcied to place into effect the 
incr eased rates described in paragraph 2 below, which rates 
are designed to produce additional annual revenues in the 
amount of $44,253,000. 

2. That the rates an d changes to the service Rules and 
Regulations approved herein are set forth in Appendix A 
attached hereto. The company sh�ll file amended tariffs 
reflecting the rates and Service provisions contained in 
Appendix A en or before July I, 1917. 

3. '!hat 
0.055</KWH 
tho July 

an Approved Fuel Charge 
credit is herein approved to 
1977 billing month tc the 

in the amount of a 
be applied during 
basic rates herein 

a pp roved. 

4. That t he for11ula fer fuel ccst adjustments under G.s.
62-134(e) attached hereto as A�fendix B be, and the s ame is
her,eby, approved for future use effective vith any filing
made under G.S. 62-( 34 (e). CP&L shall supply the
Commission, on a monthly basis, the computations required on
the form11la attached heret o as Appendix B. such formula
shall henceforth constitute the basis of rate filings by
CP&L purs uant to G.S. 62-!34(e).

�- That the basic rate design approved herein contains 
charges of 0.04834¢ per kilowatt-hour for the permanent 
disposal of the nuclear fuel consumed during the test year, 
0.00377¢ per kilowatt-hour for th e 5-year amortization of 
spent nuclear fuel assetFblies a11d 0.00494¢ per kilowatt-hour 
for the di sposal cost (ID-year amortization) of the spent 
nuclear fuel assemblies. Funds collect ed within the basic 
rates applicable tc these costs shall be recorded in a 
separate subaccou nt of Account t20.S, accumulated pr ovision 
for amortization of nuclea r fuel assemblies. Should the 
reprocessing of nuclear fuel waste be p er111.itted 
prospectively, amounts recordea in this account shall be 
amortized as a reduction tc the cos t of service over a 
reason able period of time. 

fl� That 
annual basis, 
system peak 

CP&L shall file ,d th the Commission, on an 
cost cf service studies based on the winter 
demand as well as the studies presently filed 
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�ith the Commission which are based upon the summer system 
peak demand. 

7. That CP&L shall continue to develop and implement 
plans for the reducticn of system Feak through: 

a. 

b. 

c. 

Continuing education of 
public in the. need for 
system peak: 

its customers and 'the general 
and methods of controlling 

Using 
energy 
inf om·, 
use o·f 
usage; 

mass communication to promote conservation of 
during an ticipated periods of peak demand, to 
custoJ11ers of methcds to reduce the unnecessary 

electricity, and to po5tpone nonessential 
and 

Promoting effective 
of electricity by 
customers. 

load management and efficient use 
offering dire ct assistance t o

such plans should take tta.ximum advantage of the 
opportunity for public service announcements undertaken in 
cooperation with service area news medi a and other such 
means as may frese nt themselves in order to follow the 
statutory mandate to eDFloy the most economical means 
availabh� for notifying and edu_cating the public. In 
addition, such plans should demcnstrate the willingness of 
the utility to encourage its custc111ers to restrict their 
consumption of electricity during anticipated periods of 
peak demand. 

B. That CP&L 
increase approved 
attached hereto as 
its Nocth Carolina 
billing cycle. 

shall give public notice of the rate 
herein by mailing a copy of the notice 

Appendix C by ficst class mail to each of 
retail customers during the next normal 

ISSUED BY ORDER OF THE COHMISSICN. 
This the 29th day of June, J977. 

NOBTH CAFOLlNA UTILITIES COHHISSION 
{SEAL) Katherine ft. Peele, Chief Clerk 

Note: Cleric al errors descrit:ed in Order issued Jone 30, 
1977, are incocporated in atove Order. 

NOTE: For Appendices A. and c, see 
Office of the Chief Clei:-k. 
official Ei:-rata Order dated 
Office of the Chief Clerk. 

official Order in 
For Appendix B, 

June 30, 1977, in 

the 
see 
the 
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DOCKET NO. E-�, SUB 297 

BEFORE THE NORTH CA!WLINA OTILI'JIES COMMISSION 

In the Matter of 
�pplication of Carolina Po�er & light 
Company for Authority to Increase its 
Rates ;ind Charges in its Service Area 
Within North Carolina 

DECISION AFFIRttING 
ORDER OF 
JUNE 29, 1977, 
ON t.ECONSIDERATION 

REA.RD IN: commission Hearing Room, Dobbs Building, 430 
North Salisbury St�eet, Raleigh, North Carolina 
27602, on July 29, 1977 

BE.PORE: Chairman Tenney I. Deane, Jr., 
Commissioners Ben .E. Roney, Rotert 
Leigh H. Hammond, Sarah Lindsay 
Fischbach, and John w. Winters 

Presiding; 
K. Koger, 

Tate, Robert 

APPEARANCES: 

For the Applicant: 

Robert C. Howison, Jr., Joyner and Howison, 
P.O. Box 109, Raleigh, North Carolina 27602 

William E. 
Carolina Po�er 
I 55 I, Raleigh, 

For the Intervenors: 

Graham, Jr., General 
and Light company, 

North Carolina 27602 

Counsel, 
P.O. Box 

Thomas R. Eller, Jr., Attorney at Lav, 104 
Finley Building, 3301 Executive Drive, Ral eigh, 
North Carolina 27609 
For: N.C. 'Iextile Manufacturers Assoc., Inc. 

Robert C. Hudson-, Office of General Counsel, 
Department of Navy, Atlantic Division, Naval 
Facilities Engineering Command, Norfolk, 
Virginia 23511 
For: Consumer Interests of Executive Agencies 

of the Feder al Government 

For the Public Staff: 

Dvight Allen, Assistant Staff Attorney, North 
Carolina Utilities commission - Public Staff, 
P.O. Box 991, Raleigh, North Carolina 27602 
For: Using and Consuming Public 

Jesse c. Brake, Assistant Attot:ney General, 
P.O. Box 629, Raleigh, North Carolina 27602 
For: Using and Cor.suming Public 

BY THE COMMISSION: This matter is now 
Commission on reconsideration pursuant to G.S. 

before 
62-80,

the 
both 
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on the Commission's own moticn and upon motion by the Public 
Staff. 

On July 22 ,. 1977, the Putlic Staff filed Notice of 
"Intervention and Petition for Reconsideration .. On July 25, 
1977, the Commi ssion entered an Order Set ting the Docket for 
Hearing on Reconsideration of Oral Argument for July 29, 
1977.. on July 27, 1977 ,,. the Applicant filed Motion to 
Disallow the Intervention of the Fublic Staff and to Deny 
Reconsideraticn of the Commissicn•s Order.. On July 29, 
1977, the Commission entered an Crdec Setting the Order of 
June 29, 1977, for Hearing on Eeconsideration and Review on 
t.be Commission's own Motion and ccnsolidated the same with 
the Motion of the Public Staff.

Chairman Ko ger did not farticifate following an opinion of 
t he Attorney General that his fr iar participation as 
Director of Engineering .in the staff investigation of the 
application vould prevent his voting on Reconsideration. 
Se� also Burkg ..!• _Eai1.!il CO!!!_l?J!nl'. 257 NC 683 (1962). 

The Commission's decision en reconsideration of this 
proceeding is ba sed upon the evidence of record taken at the 
Hearings and at the Oral Arguu:ent of July 29, 1977, wherein 
all parties were al loved the opportunity to be heard under 
the provisions of G.S .. 62-80. 

Based upon reconsideration cf the record herein and the 
plea dings and argument of the patties relating thereto, the 
Commission by evenly divided decision concludes that 
sufficient cause has not been sho�n t o  alter or amend the 
Commission's Order of June 29, I 977, granting a partial 
increase in the electric rateE of CP&L. A substantial 
change occurred in the membership of the Commission between 
the time of the original hearing in April 1977 and the time 
of the He arin g on Reconsideration on July 29, 1977. The 
Commissioners who enter ed the Order on June 29, 1977, heard 
the testimony in the case and after extensive aelibera tions 
arrived at their decision as tc the increase they found to 
be just and reasonable, after opportunity to  obs erve the 
witnesses in cross-examina tion in 10 days of public hearing. 

While all Commissioners p articipating on reconsideration 
are fully entit led to vote upon review of the  record and 
participation in the hearing and proceedings on 
reconsidera tion, there is some measure of recognition in 
this decision to leave the decisicn of June 29, 1977, to the 
Commissioners who heard the evidence in person, unless a 
compelling case is made upon reconsideration to alter or 
amend that decision. After extensive review and 
deliberation, the Commissioners voting vith this prevailing 
decision do not find such a clear. case to alter or amend the 
orig ina 1 decision of June 29, I �T]. 

The electric rates found to te just and reasonable in the 
original order were based en a ra t e  of return almost exactly 
the same as that supported by the expert financial witness 



RATES I 93 

Carleton offei:-ed on behalf cf the using and consuming 
public . We do nOt find pei:-suasive gi:-ounds in this i:-eview to 
alter oi:- amend those r:ates. Corccmitant wi th the duty to 
fix reasonable i:-ates is the responsibility to i:-equii:-e CP&L 
to provide adequate service fOr all n eeds within its 
assigned sei:-vice acea. we are not willing to alter r ates 
which were fixed in the Order at a level considered to be 
necess ary in ocder to maintain adequate ser vice, without an 
opportunity to monitor some experience under those rates. 
'l'h":! rates of CP&I. remain subject to change under existing 
law at any time the Comt11iEsion Ehculd find af ter No tice and 
Hearing that they are exces sive or are otherwise unjust and 
llnceasonable. The Ccmrnission bas the responsibility to 
maintain surveillance ovec CE&L's earnings under the nev 
rat.es, and it is clear that the Ccamissio n will diligently 
meet this obligation. The Commission as now constituted can 
look prospectively to full implementation of its 
responsibilities in investigations and hear ings III i th 
opportunity for full operation cf the 1977 amendments to the 
Public utilities Act and can test fully all decisions 
arrived at prior to July I, 1977, on new evidentiary 
hearings, without having to UDd ertake this function on 
records closed before the new act took effect. For these 
reasons, the evenly divided decision of the Commission is 
that the Order: cf June 29, 1 S77, herein should not be 
alte red or amend ed and, thus, remains in full force and 
effect. 

ISSUED BY ORDER OF THE CO�MISSICN. 
This 9th day of September, !977 .. 

(SEAL) 

NO�TH CA�OLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

Commissionei:-s Deane, Roney and Tate, concurcing. 
Chairman Koger, not pacticipating. 

TATE, COMMISSIONER, CONCUBB:ING: I 
reconsideration of the CP&L case because: 

voted against 

l- A competent legally constituted court had he ard the 
evidence and cendered a decision. 

2. I could not determine any change of circumstances or
abus e of dis cretion by that trial court requiring review. 

3. I
to reach 
feel it 
theirs. 

was qnwillinq to assume that I was more compete nt 
a decision than the triers of the case nor did I 

was legally proper to substitute my judgment for 

Sarah Lindsay Tate, Commissioner 

FISCHBACH, COMMISSIONER, DISSENTING: I have considered 
the evidence of record in this case and conclude that an 
allowed ra te of return lower than that provided in the 
Commission's Order cf June 29, 1977, vould satisf y the 
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provisions 
decision of 
PO'!�£ fQ• , 
stated: 

ELEC'IFICITY 

of G.S. 62-133 and wou'ld be ccnsistent with the 
the Supreme Court in Utilities Commiss ion v. 

285 N.C. 3T1, 387-388 (1974), wherein the Court 

"The origin of this statute ::upports the inference that 
the Legislature intended for the commis si on to fix rates 
as low as may be reascnably consistent with the 
requirements of the Due Process Clause of the Fourteenth 
Amendment to the Constituticn .... 11 

In reaching 
considerations: 

this c onclu sion, these were among the 

I. The case had been heard and concluded, and an Order
issued without dissent. 

2. The rate of return allowed in the Commission'1 s Order
was almost precisely th e value recommended by the expert 
witness who testified on behalf of the Using a nd Consuming 
Public. 

3. The rever-sal of an Oeder by a newly constitut ed
maiority of the Commission ba sed solely on  a reassessment of 
the samP. evidence might be in cor re ctly v iewed and thereby 
trigger an adverse effect on the interest rates charged to 
CP&L and ultimately borne by the ratepayer. 

These considecations were outweighed, however, by 
ackn owledging t he Ccmmission's respons ibility to exer-cise 
i.ts best judgment and to act thereon, independent of. wh o may
have heard the original case, �hose reccmmehdation might
have been accepted, and how those n ot char ged with
regulatory respo nsibility might view the circums tances.

The fact ocs which suppo.rt a lcwer rate of ceturn are given 
below: 

company witness Langum, in his determination of fair rate 
of return on co mm on equity, offers six studies, the first 
three on the basis of commensurate return. The first of 
these studies considers allowed rates of return on common 
equity for electric utilities in rate proceedings in 1975 

and 1976. This study c overs some 39 orders ty state and 
federal regulatory commissions for companies in original 
cost jurisdictions. 'Ihe average allowed c-e tucn is shown by 
witness tanqum to be J3.U7%. The witn ess then states that 
r.65% is the· average differential in allowed cates of retuc-n
between original ccst and fair �alue jurisdictions. O. 75%
is added by witn?.ss Langum to the 13.U7% average return
found fr om his study to sUpfOrt his recommended value of
14- 25% as a reasonable retur n on common equity for CP&L.
Witness Lang um' s repeated testimony that returns on common
equity must not be compared withcut considerat ion of t he
corresponding common equity ratio of the respective
companies is noted. The difficulty with thi s study is that,
among other reasons, witness langum does n ot follow his
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recommendation and adjust for the differences in common 
equity ratics as he does in sub�equent studies. Moreover, 
he does not provide the informatton necessary for the 
Commission to make the adjustment. There were other 
difficulties with this study cffered by witness Langum. The 
witness offere d no support of his contention of a 1.65% 
differential in allowed rates of return in original versus 
fair value jurisdictions. Further, the witness fails to 
consider the trend in allowed rates of return that occ urs 
ov er the period in his study. When the allo'liled returns for 
the two years which he cites collectively are stated 
separa tely for years J 975 and (976, a downward trend is 
seen. This down ward trend is even more clearly and 
significantly seen wh en the returns for these companies are 
taken in half-year .increments ftcm the first half of 1975 
through the second half of 1976. This downward trend is 
consistent vith declines in inflation rates and interest 
rates reveal ed elsewhere in the- record. In considering 
cro ss-e�amination of witness Langum, his t estimony t�at the 
cost of equity capital for electric utilities in general, 
and CP&L in particular, is higher than it was in !974 and 
I 975 is noted. There is no substantial evidence in the 
rec ord to support this view, but considerable evidence is in 
the record that the cost of equity capital for electr ic 
utilities in general was low er than it was in 1974 and 1975. 

Por his second study as a test cf commensurate returns, or 
comparable earnings, witness Langum considers the actual 
earnings experience on common eguity of opera ting electric 
utilities in fair value jurisdictions for the year� 1971 
through !975. In this study, witness Langum adjusts the 
earned rates of return for the comparison companies to 
account for differences in common equity ratio. The witness 
eliminates from this stud y various companies for various 
years on the grounds that financiall y unh eal thy or 
unsuccessful companies should net be used for comparison. 
The results of th is study shov that earned rate of return on 
common equity averaged 14.87% in 1971; 15.30% in )972; 
15.23% in 1973; 15.24� in 1974; and !4.78� in 1975. These 
results are offered by witness Langum in support of his 
recommended rate cf re turn fat CP&L of 14.25%. In_my 
consideration, I -have focused on witness Langum•s results 
for the year 1975 because it is the most current year 
offered in this study. For the year 1975, wi tness Langum 
has excluded all but eight companies and of these, thre e are 
Texas utilities. The average return for these eight is 
14.78%. Witness Larigum in not ing the different regulatory 
climate which existed in �exas pcior to late )976 shows that 
the average return excluding the Texas utilities is 13.78%. 
I agree with witness Langum oo the speciality of Texas 
regula�ion and conclude that these companies should be 
excluded from the study. In an attemft to base judgment on 
more than the remaining five, I havE reviewed those 
companies excluded by witness Langum in his study and note 
that he exclud ed five companies in the year 1975 because 
their earnings were 11 significantly less than that allowed. 11 

These additional five ccmfanies , as shown in other 
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information provided by Lang um, sold in 1975 at or above 
book value and therefore shculd not te excluded from 
comparison as unhealthy or unsuccessful. When the returns 
on equity for th ese five are included vith the returns for 
the five offered by Langum, the average return on common 
equi ty is 12.75%. This 1s in contrast with the 13-78% which 
witness Langum derived using cnly his five companies. 

As his third study offered as a test of commensurate 
ieturn, witness Langum consider s the major upswing in rate 
of return on common equity earned by unregulated enterprises 
in the American economy during 1914 t hrough 1976. Electric 
utilities used in the Frier studJ are compared with results 
of 41 industrials with comparable guality rating of High 
Grade by MOODY'S. In discussing these results, witness 
Langum Concludes that the recomwended fair rate of return on 
common eguity for Carolina Power & Light Company - 14.25% at 
a 35 .. 81% common equity ratio - "is ver_y much in line with 
historical relationsh ips with corporate profi tability of 
these closely comparable firms in the unregulated part of 
the economy." There are dif ficulties with thi s study.. The 
res ults are not offered in sufficiently quantitative terms 
to show wh at rate of return would bE out of line with 
historical relationshipS, i.e., lllbat is the range of return 
on co mmon equity for Cf&L which lllould be "very much in line 
with historical relationships"? Second, while there 111ight 
be meri t in Witness Langum's procedure for malcing 
adjust ments to compensate for differences in common equity 
ratio where those differences cover a modes t  range, no 
evidence that such an adjustment procedure can be applied to 
companies vhere the common equity ratio is dramatically 
different from electrics, e.g .. , more than double, is 
offered. A third difficulty in this study, and in the p rior 
two studies, is that the witness in his test for 
commensurate return deals totallJ wi th book value. He does 
not indicate awareness that investors• concern is for th eir 
investment; namely, market value. This use of commensurate 
return, or comparable earnings, as a test is  not acceptable. 
It is not the prin ciple that is incorrect, but its 
application; i.e., consideration of return on book value to 
the exclusion of ret urn on market value, which is a relevant 
value from an investor's perspe'ctive. 

In continuing in the deteraination of fair rate of return 
on book value of common equity, wit ne ss Langum next 
considers the basi s of standards of  maintenance of credit 
an d s upport Of financial integrity and attraction of capital 
on f air and reasonable returns .. The first study deals with 
market prices of commcn stock i n  relation to book value and 
common stock offerings. Wit ness Langum offers that CP&L, 
with a market to beck ratio of 90 .. 54%, was slightly above 
the median of a group of JOB leading electric utilities on 
December 31, )975. Witness Langum offers an exhibit showing 
t he aver age ratios of the prices paid by the public to book 
values for new common stoclc offerings for electric utilities 
from 1972 through 1976.. Witness Langum sbovs that in ( 976 
the average was 94 .. 94'l .. The witness contin·ues by showing 
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the record of CP&L and notes that in its most recent issue 
on October 13, 1976, CP&L sold 3 million shares of common 
stock to the public at a total price of $66,750,000 and that 
the price to the public was 9B.71j cf took value. Witness 
Langum discusses the need fer ccmpanies to sell at or above 
book value in order to support their financial integrity. 
The witness concludes this study by stating that a rate of 
return on ccmmon equity of lij.25% at a common equity ratio 
of Jij.96% offers support for common stock offerings by CP&L 
on fair and reasonable terms tc existing investors. The 
difficulty with this study is that witness Langum fails to 
comment on what lower values of retur n  on common equity 
would still cffer support fer ccm�on stock offerings on fair 
and reasonable terms to existing investors. The record of 
these bearings reveals an existing market-to-book r atio of 
!06% for CP&L when earned return on common equity vas 
between 11-8% and 12.4,i:, dependin g on hov non-r ecurring 
expenses are treated. 

In the final tvo studies offered by witness Langum, first 
mortgage bond offerings of electric utilities with fixed 
charge ratios to support A ratings in 1975 to 1976 are 
considered. Secondly, preferred stcck offerings of electric 
utilities with fixed charge and preferred stock dividend 
coverage ratios to sui:pcrt "a" and "A" ratings 1975 through 
1976 to date are considered. There is the same difficulty 
with these two studies as with the prior study dealing with 
market price cf common stock. Namely, while witness 
Langum•s recommended value o f  14.25% return on common equity 
may satisfy the reguireme nts cf £tandards of maintenance of 
credit and support cf financ ial integrity and attrac tion of 
capital on fair and reasonable terms to existing investors, 
the witness offers no assistance to the Commission in its 
responsibility to con.sider the lowest value that will 
satisf}' these criteria. 

Staff witness Currin used the discounted cash f l ow 
approach to determine his recommended fair rate of return on 
ccmmon equity. In his calculat ion 7.57% is used for 
iHvidend yield and ij.6J� for growth factor. The result of 
this calculation gives a bare cost of equity of (2.18�. To 
enable the company to net book value on a common stock sale, 
an increment is added to allc� for issuance expenses and 
market pressure. With the addition of this increment, 
witness Currin arrives at a value of 12.91% as his 
recommended rate of return on ccmmon equity for CP&L. 

�itness Currin's use of the discounted cash flow approach 
is acceptable; however, the time frame, the averaging 
procedure an d the weigh ting technique used to determine 
dividend yield and grovth factor for the DCF calculation 
wece not sufficiently defended against the contention of 
being arbitrary. Another difficulty with witness Currin's 
testimony is that he offers no alternate studies to 
substantiate or corroborate the results of his discounted 
cash flow approach. 
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In Attorney General's witness Carleton's study of cost of 
equity capital for CP&L, attention is first directed to 
interest rates. From. this, the witness offers that a value 
of 9% can be taken as a minim.us fer cost of equity capital. 
Witness carleton•s second study considers earnings - price 
ratios and this study results in a range of 12.2% to (2.74% 
as a cost of equity capital. '!he witness next applies the 
sim ple DCF formula using the historic average dividend per 
share growth rate. 2.E% used as the average rate of growth 
of CP&L dividends per share for the years 1966 through 1976 
provides a DCF result of 10.2% to 10.si, depending on 
vhet her $22. 50 or $21-50 is used as a recent stock price. 
For his fourth study, witness Carleton applied the s imple 
DCF formula, th is time using the historic average earnings 
per share growth rate. 3. 8% used as t he average eat:"nings 
pet:" shat:"e gt:'owth for the years 1966 through 1976 p rovides a 
range of I 1-5% to I 1- 8%, depending on whether a current 
stock price of $22.50 or $21-50 per share is used. For his 
fifth study, witness Cat:"leton again uses the simple DCF 
form11la and employs 3.8'1'. as the average grow th rate of book 
v alue of equity. This study yields the same result as the 
prior one, a range of cost of equity capital from I 1.5% to 
11-8%. For his sixth study, 1i1itness Carleton applies the 
finite horizon DCF formula. This stu dy yields a cost of 
equity range of 13.0% to 14.0j consistent with share prices 
of $2\.55 and $21.99 and growth r:ates of 2.6% and 3.4% (the 
mean of EPS and DPS rates), r espectively. In thi:s 
calculation, the witness used a time frame of four years. 
For his seventh study, witness Carleton makes a comparison 
with other electrics and the restilts of this study provide a 
range of 12.4% to 13.8% as the cost of equity'capital. 
Witness Carleton then offers judgment that the earnings 
price ratio provides an absclute floor to CP&L's cost of 
equity capital and that the results of studies that yield 
values lover than 12. 74� should be discarded. 

Witness Carleton summarizes his judgment for CP&L's cost 
of equity capital by estimating that it lies between 13.0% 
and 13.8% and the witness offers 13.5% as his 
recommendation. The witness states that no adjustment in 
his recommended value ha s been made to account for 
transac tion costs in new issues and justifies this on tvo 
grounds: first, that ·the cost factor is small and, 
secondly, that his estimate of 13.5% is fair-to-gen erous 
because no allowance has been made for the fact that equity 
holders are ben efiting from the ncrmaliza tion of investment 
tax credit and depreciation tax provisions. 

ander cross-examination, witness Carleton states that the 
low?.st return on book value comtrcn equity which would still 
meet the capital attraction test would no doutt be below 
13.5% and estimates it would be a 111ittle bit abo ve 13_.0%.11 

Robert Fischbach, Ph.D., Commissioner 

WINTERS, COMIUSSIONEF., DISSEN'IING: I have reviewed the 
record and the pleadings and argument f rom the Hearing on 
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Reconsiderati on, and in my judgment the Commission 1s Order
of June 29, ( 977, should be amended· to reduce the electric 
rates approved for CP&L t o  reflect a lover rate of return 
than the 13.57% rate of return on ccmmon equity allowed in 
the Order. The testimcny of witness Carleton that a return 
of 13% on common equity would te within the low end of the 
range of reas onableness, coupled vith the evidence of 
vi tness Currin for the Commission Staff that a return of 
12.91% is within the rea sonable cos t of equity capital, is 

convincing tha t the ra tes fixed in this case will provide 
CP&L vith something more than 2 reasonable rate of retur n. 
t.lhile there is general agreement that there is no exact 
number in setting a rate of return, it is my opinion that 
th� intent of the General Assemblj is fer the Commission to 
set a rate of return as lov as possible, and no more, while 
being fair tc a utility. Therefore, I would vot e  on the 
recocd to reduce the increase in revenue allowed by· the June 
29, 1977 Order from $114,253,000 to something less for a rate 
of return of approximately 8� on the fair value rate base, 
which would result in a return cf approximately 13% on book 
equity. This would provide a reasonable return to CP&L 
while produ cing a reduction in ccst to the consumers. I 
believe that the consumer is entitled to know that the rates 
approved by the Commission are as lov as they can be and 
still provide a lawful and reascnable return on t_he property 
serving him. The Public Utilities Act provides that the 
Commis sion sh all fix rates •bich are fair to both the 
u--tility and the consumer, and, in my opinion, the order of 
June 29, 1977, shoul d be aa:ended to reduce the approved 
ca tes to meet this test. 

John W. Winter s, Commissioner 

HAMMOND, COMMISSIONER, DISSENTING: After careful 
examination of the issues involved and the record in this 
case, I must dissent from the dec ision that sufficient cause 
has not been shown to alter or amend the commission's Order 
of June 29, 1977. The issues involved can be summarized in 
the following fashion: 

I. Should the Ccmmissicn recons ider a prior Order?

2. Should the Public Staff have standing in this 
particular case? 

3. Should the rate of return of l].57� allowed in the 
June 29, 1977, Order be reduced1 

4. Should the Company 
inefficiencie s  and poor record 
Nuclear Unit No. I? 

be penalized for 
of service in its 

alleged 
Brunswick 

It is my considered judgment that the overwhelming weight 
of the e vidence and the law suppor ts an affirmative response 
to iss11es I, 2, and 3 and a negative response to issue 4. A 
brief discussion of each issu e, along with my conclusions, 
will be given to support my conviction that the Commission 
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failed to meet the test of assuxing that "rates are fixed as 
lov as may be reasonably consistent with the requirements of 
the due pt"ocess clause11 of the U .. S. Constitution and the 
North Carolina Cons ti tut ion [State ex rel. Utilities 
Commission v. Duke PO�gf, £2• 285 NC 377, 206 S.E. 2d 
269(1974) ]. 

Should a Prior order be Reconsidered? 

A major issue was made over the fact that the Commission, 
composed of a majority of r,e..- members 11ho had not 
participated in the original hearings, could not weigh the 
evidence and reach a reasonable and just decision. It was 
poin ted out that the new Commissioners 11 had not had benefit 
of observing the demeanor of the witnesses under cross
examination11 and, therefore, 11shculd not substitute their 
judgment·for the judgment of those who did." I strongly 
disagree vith these arguments. 

It is my conviction tha t the General statutes 
Carolina recognize the need, from time to time, 
Commission to review, rescind, alter, or amend any 
decision made by it (G. S. 62-80). 

of North 
for the 
order or 

The oath taken before entering upon th is office committed 
me to "well and truly perform the duties of said office •. " 
My interpretation of those du ties leads me to the conclusion 
that the Commission should reccnsider · the June 29, j 977 
Order granting a rate increase to Carolina Power and Light 
Company. 

fill.Q.y_ld �� Public �gff !!1!� StandiJ}g? 

The argument was made that the Public Staff is not a party 
to this docket. It is my concl1ision that the 11using and 
consuming public" is a . party to the docke t and that the 
Public staff is ccunsel fer that Earty. 

A.t any rat e ,, the decision to reconsider or not to 
recon sider shou ld not revolve around ques tions concerning 
the right of the Public staff to represent the using and 
consuming public. 

Should the Rate of ,!g_turn be Reduc�,9? 

ea sed upon a car eful examination of the evidence presented 
in the record ,, it is my judgment that the rate of return of 
13.57% granted in the June 29, 1977, Order shou ld be reduced 
to a level approaching that reccmuended by Commission Staff 
witness Currin. 

This judgment is based on two major factors: (I) the 
increa sed stability of the financ ial market and the 
dampening of the inflationary Sfital of recent ye ars and (2) 
the significant reduction of company risks due to the Fuel 
Claus e Adjustments allowed in rEcent years. 
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This reduction in uncertainty should have, in my judgment, 
resulted in a lower r ate of return tha n the f 3.57i which vas 
qt"anted. 

Regarding the Fuel Clause Adj�st1ents, it is my conviction 
that these adjustments over the past four years have 
significantly reduced the managerial and financial risks for 
electric utility companies. Fuel costs account for 
approximately 50% to 60� of operating expenses for 
electrical utilit ies. 'Ihe ability to make monthly 
adjustments to reflect fuel costs and to pass these 
adjustments on to the consuming �ublic has resulted in a 
maier shift in I:"isk from the Company and its shareholder s to 
the custom er. 

Economic theory and the practical workings of the market 
place suggests that the rate of return is a rewar d for risk 
taking and that low risk investn,ents generally result in l.ow 
rates of return. Likewise, high risk investments generally 
result in higher rates cf retur� for the investors. 

It is my judgment that these factors of stability in the 
financial ma rkets and the reduction of risk due to the fuel 
clause adjustment should receive greater weight in this ca se 
an-1 that the rate of return gt"anted in the June 29, 1977, 
Order sho uld be :i:educed. This reduction liould require a 
r:-eduction in 1:at1;s and significant savings for the consumer 
of electric power.· At the same time the reduced rates 
should allow the Co�pany to enter the financial market and 
attract the capital necessary to continu e m eeting the dema nd 
for electric power. 

Should Penalties 
Inefficiencies? 

Nuclear Onit 

It is a well known fact that any new production process, 
wb�ther a food p:i:ocessing plant or a n uclear generating 
plant, encounters numerous 11shakedown•1 problems during its 
initial operations. !he reccrd doe s  not support a 
conclusion that the Erunswick Unit No. I has encountered 
problems beyond these that could te reasonatly expected• in a 
new operation. The time period of operation has been too 
short to justify a conclusion that inefficiencies and a poor 
record of service exist. 

Tn conclusion, it is my conviction that the Commission has 
the legal authority and moral responsitility to reconsider 
the June 29, 1977, Order and to reduce the rate of return, 
rates, and revenue allowea in that Order. Therefoce, I must 
dissent from this order which results in an affirmation of 
the earlier Order. 

Leigh H. Hammo nd, Commissioner 
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DOCKE'I NO. E-2, SUB 305 

BEFORE THE NORTH CAROLINA UTILIT11S COMMISSION 

In the Matter of 
Application of Carolina Power ar,d 
Light ccmpany for Authority to 
Adiust Its Electric Rates and 
Charges Pursuant to G.,s. 62-134 (e) 

ORDER APPROVING ADJUST
MENT IN.RATES AND 
CHARGES PURSUANT TO 
G.S. 62-J34(e) 

HEARD IN: The Commission Hearing Room, Ruffin Building, 
one West Morgan Street, Raleigh, North 
Carolina, March 21, 1977 at 2:00 P.H. 

BEFORE: Tenney I. Deane, Jr., Presiding; Commissioners
Barbara A. Simpson and w. Lester Teal 

APPEARANCES: 

For the Applicant: 

,John T. Eade, Bode and Bode, P.A., P. O. Box 
391, Raleigh, North Carolina 27602 

For the Intervencrs: 

Robert Gru�er, Special Deputy Attorney General, 
North Carolina Department of Justice, P. O. Box 
629, Raleigh, North Carolina 27602 
For: Using and Consuming Public 

For the Commission Staff: 

Robert F. Page, Assistant Commission A. ttorney, 
One West Morgan Stt:eet, Raleigh, North Carolina 
27602 

BY THE COMMISS,TON: On Februar_y 25, 1977, Carolina Power 
and Liqht company ( 11 CP&L 11 ) filed an Application foe 
authority to adjust and increase its retail electric rates 
and charges based solely upon the increased co�t of fuel 
used in the generaticn of electric power pursuant to G.S. 
62-134 (e). CP&L Sought approval cf Fuel Charge Rider No •
.'�711, which would adjust the charge for each kilowatt-hour by
th€ addition of 0 .. 264 cents lihich is an increase of
0.032¢/KWH from thA 0.032¢/KffH adjustment contained in Fuel
Charge Rider No. 371 apfroved en Fetruary 24, 1977.

On March I, 1977, the commission issued an Order setting 
Hearing and Requiring Notice. 

The hearing was c_ommenced at the scheduled time and place. 
CP6t offered the testimcny cf Mr. oavid R. Nevil, Director 
of Rate Design Rate:: and Service Practices of CP&L, 
testifying as to the com.�utation of the fuel adjustment 
fact or, and Mr. Larry E. Sui th, Manager-Fuel of CP&L 
testifying as to the changes in the cost of fuel used in the 
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generation of electric power during the month of February, 
I 977. 

'l'he Commission Staff offered the testimony of Andrew W. 
Williams, Chief of the Electric Section in the Engineering 
Division o f  the N. C .. U. C., detailing the Staff's review of 
the evidence presented by CP&L in su�port of Fuel Charge 
Rider No. 37M. 

�fter careful consideration ar.d scrutiny of the evidence 
and testimony offered by both 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 Ne. 37M, proposed by CP&L is 
correct and appropriate. 

IT IS, THEREFORE, OFDEBED That in lieu of the previously 
approved adjustment for iucreased fuel ccsts to Carolina 
Power and Light company's basic rates of 0.232�/KWH, Fuel 
Charge Rider No. 37M, which adjusts CP&L's tasic rates by an 
increase of 0.264 cents for each kilcvatt-hour based solely 
on the increased cost of fuel, is approved effect ive for 
bills rendeJ:ed be_ginning with the billing month of April, 
I 977. 

ISSUED BY ORDER OF THE COHHISSICN. 
This the 25th day of March, 1977. 

(SEAL) 

NORTH CAliCLINA UTILITIES COMMISSION 
Katherine M. Peele, chief Clet"k 

DOC KET NO. E-2, SUB 306 

BEFORE THE NORTH CAROLINA □'IIII'IIES COMMISSION 

In the Matter- of 
Application by Carolina Power and Light company 
For Change in Rates Based on Cost of Fuel -
February, 1977 

CFDER 
APPROVING 
DECREASE 

BY THE COMMISSION: On Mar-ch 29, 1977 Cacolina Power and 
Light Company (Company) filed an application with the 
Commission, pursuant to G.S. 62-13'-l(e), requesting authot"it.y 
to decrease its retail electric rates and charges by o.1a1 
cents fot" each kilowatthout" sold under its filed J:ate 
schedules on bills rendered on anQ• after May I, 1977. 

The application of the Conpany sought approval of a 
0.083¢/KWH adjustment to the basic r€tail rate schedules in 
lieu of the 0.264¢/KWH adjus tment previou sly approved by the 
Commission effective for the billing month of April, 1977. 
The O. 181¢/KWH decrease is t:ased solely on the decreased 
cost of fuel used in the generaticn of electric power during 
th� months of December, !976 and January and :F'.ebruary, 1977. 
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With the application, the ccmpany filed the affidavit 
testimonies of David B. Nevil, tirector of Rate Design -
Rates and service Practices for the Company, and Lar;ry E. 
Smith, Manager-Fuel for the Company. Hr. Smith's testimony 
detai1ed the Company's fossil fuel purchasing pt'actices 
during the month of February, I S7l. Mr. Nevil's testimony 
concerne d the calculation of the 0.083i/KWH factor. 

1he staff reported on its inves tigation and review of this 
application at the Co!mis�ion'E regular weekly meeting on 
April 12, 1977. 

After careful consideration and scrutiny of the affidavits 
filed by Carolina Power and Light Company, the Commission is 
of the opinion, and so concludes, that the downward 
adjustment in rates proposed by the company of 0.083¢/KWH in 
lieu of the previously approved 0.264¢/KWH is correct and 
app ropriate. 

IT IS, THEREFORE, CRDEREt That Carclina Paver and Light 
Company make an adjustment, based sclely on the decreased 
cost of fuels, to its North Carolina retail electric rates 
of 0.083¢/KWH in lieu of the previously approved adjustment 
of 0.264¢/KWH, to become effective on bills rendered on and 
after Hay I, (977. 

ISSUED BY ORDER OF THE COHHISSICN. 
This th e (2th day of April, 1571. 

(SEAL) 

NORTH CAEOIINA UTILITIES COMMISSTON 
Katherine H. Peele, Chief Clerk 

DCCKU NO. E-2, SUB 3)6 

BEFORE THE NORTH CAROLINA UTIII1IES COMMISSION 

In the !.'latter of 
Application of Carolina Power ) ORDER APPROVING ADJUSTMENT 
and Light Company for Authority ) IN RATES AND CHARGES · 
to Adjust Its Electi::ic Rates ) PURSUANT TO G.S. 62-l 34(e) 
and Charges Pursuant to ) 
G. S. 62-)34(e) l 

HEARD IN: 

BEFORE: 

The Commission Hearing Room, Do bbs Building, 
1'30 N. Salisbury street, Raleigh, North 
Carolina, Cctober 18, 1911 at 9:30 A.H. 

Robert K. Koget, P1esiding; Commissionei::s Ben 
E. Roney, Leigh H. Hammond, Sarah Lindsay ·Tate,
Robert Fischbach, John w. Winters
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APPEARANCES: 

For the Applicant: 

Mr. William E. Graham, Jr., senior Vice 
President and General Counsel, Carolina Paver 
and Light Company, P. c. Box 1551, Raleigh,
North Carolina 27602 

John T. Eode, Bode and Bode, P. A., Post Office 
Box 391, Raleigh, Ncrth Catalina 27602 

For the Public Staff: 

Jerry Frui tt, Chief Counsel - Putlic Staff, 430 
N. S alisbury Street, Raleigh, North Carolina 
27602 

For: Using and consuming Public 

For the Intervencrs: 

Richard L. Griffin, Associat€ Attorney General, 
and Jesse c. Bcake, .Associate Attorney General, 
North carclina Defartment of Justice, Post 
Office Box 629, Raleigh, North Carolina 27602 
For: Using a nd Consuning Public 

BY THE C0l1MISSION: On Septenber 30, 1977, Carolina Power 
and Light Company ( 1

1 CP&L") filed an Application for 
authority to adjust and incLease its retail electric rates 
and charges based solely upon tbe incr e ased cost of fuel 
used in the generation of elect[ic power pursuant to G. s. 
62-134 (e). CP&L sought approval cf Fuel Charge Rider No. 
AFC-5, which would adjust the charge for each kilowatt:-hour 
by the addition of 0.4J2 cents �hich is an increase of 
0.022¢/KWH from the 0.390�/KWH adjustment contained in Fuel 
Chdrge Rider No. AFC-4 approved on September 27, 1977. 

On October 3, 1977, the CommisSi on issued an Order Setting 
Hearing and Requiring Nctice. 

The heacing was commenced at the scheduled time and plac·e. 
CP&L offered the testimony of James M. Davis, Jr., Manager 
of Rates and Services Practices Department of CP&L 
testifyinq as to the computation of the fuel adjustment 
factor, and R. A. Wa tson, Manager of Fuel Department, in 
Power Supply Group of CP&L testjfying as to the changes in 
th� cost of fuel used in the generation of electric power 
during the month of August, 1977. 

'rhe Public St aff offered the testimony of Andrev -W. 
�illiams, Director of the Electric Division, detai ling the 
Public Staff's review of the evidence presented by CP&L in 
suppot"t of Fu e l  Charge Rider No. AFC-5 and recommending a 
monification in the curt"ent fuel cost adjustment procedure. 
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Th� portion of the hearing dealing with the Public Staff's 
recommendation for a modification in the existing fuel cost 
adjustment procedut"e was continued until November 2J, 1977. 
This matter will be consolidated for hearing with similar 
testimony in Duke Power Company, [ocket No. E-7, Suh 23\ and 
Virginia Electric and Power ComFany. Docket No. E-22, Sub 
2 I 6. 

After careful consideration and scrutiny of the evidence 
and testimony offered ·by bath Carolina Power and Light 
Company and the Public Staff, the Commission is of the 
opinion, and so concludes, that the adjus:'tment in rates, as 
shown on Fuel Charge Rider No. AFC-5, proposed by CP&L is 
correct and appropriate. 

IT IS, THEREFORE, OFCEBED That in lieu of the previously 
approved adjustment far increased fuel costs to Carolina 
Power and Light Company's basic rates of 0.390¢/KWH, Fuel 
Charge Rider No. AFC-4, which adjusts CP&L1 s basic rates by 
an increase of 0.412 cents for e ach kilowatt-hour based 
solely on the increased cost cf fuel, is approved effective 
for bills rendered beginning �ith the billing month ,of 
November, 1977. 

ISSUED BY ORDBF OF THE COMHISSICN. 
This the 26th day of October, 1977. 

(SEAL) 
NOETH CAFOLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

DOCKET NO. E-7, SUB 223 

BEFORE THE NORTH CABO�INA UTillTlES. COMMISSION 

In the Mattei of 
Application of Duke·Powei Comp�ny for 
�uthority to Adjust its Electric 
Rates and Charges Pursuant to 
G.S. 62-f34 (e)

ORDER APPROVING 
DECREASE IN 
HPROVED FUEL 
CHARGE 

REARD IN: The Ccmmissian Hearing Room, Second Floor, 
Dobbs Building, 430 North Salisbury Street, 
Raleigh, North Cat"olina, on Honday, June 20, 
1977, at 2:00 p.m. 

BEFORE: 

APPEARANCES: 

Commissioner R. le stet" 
and Commissioners Earl:ar a 
Hammond, s. Lindsay Tater 

Teal, Jr., Presiding; 
A. Simpson, Leigh H.
and Robert K. Koger

Fat' the Applicant: 

Geot"ge W. Fergusonr Jr., Attorney at Lawr Duke 
Powet" Company, P. C. Box 2178, Charlotte, North 
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Carolina 28242 
Appearing for: I:uke Power Coa:pany 

For the Intervencrs: 

Jesse 
North 
629 
27602 

C. Erake, Assistant Attorney General,
Carolina Department of Justice, P. a. Box 

Dobbs Buildir,g, Raleigh, North Carolina 

Appear ing for: 'Ihe Using and Consuming Pub.lie 

For the Commission Staff: 

Rober t F. Page, Assistant commission Attorney, 
North Carolina Utilities Commission, P. O. Box 
99J Dobbs Building, 430 North Salisbury 
Street, Raleigh, North Carolin a 27602 

BY THE CO!HIISSION: On Hay 26, 1977, Duke Power 
Company (Duke) filed an aHlication for authori.ty to 
decrease its retail electric rates and charges based solely 
upon the decreased co st of fuel u�ed in the generation of 
electric power purs uant to G.S. 62-1311 (e). Duke sought 
approval to adjust its charges fer each kilowatt hour of 
electI:'icity sold by a credit cf 0.0065 cents vhich is a 
decrease of 0.0085 cents per KWH from the 0.0020 cents per 
KWH a djustment apFroved on Pia) 13, 1977. By Order dated 
June 6, 1977, the Ccmmission set the matter for hearing at 
th� time and place first above listed and reguiI:'ed Duke to 
give notice of the pI:'opcsed decreas e to its customers. 

The hearing was commenced at tbe time and place scheduled 
in the Commis sion's order' Setting Hearing. Duke offered' the 
testimony of w. R. Stimart ,. ccntroller of Duke Power 
Company, testifying as to, the computation of' the fuel 
adjustment. factor; R. H. Hall, Jr., Hanager Fuel 
Purchases, Mill-Power Supply Company, testifying as to the 
procurement of fuel used in the geneI:'ation of electric power 
during the month of A.pril, 1977; and B. G. S nipes, Nuclear 
Fuel Engineer, testifying as to the cost of permanent 
disposal of nuclear fuel. 

The Commission Staff offered the testimony of Andrew w.

Williams, Chief of the Electric Section, concerning the 
Staff's review of the evidence presented ty Duke in support 
of its application. 

The exhibits offeI:'ed by Duke in support of its applicat ion 
included an aveI:'age $j,535,037 monthly adjustment to its 
t hI:'ee-month test period (Fehruary - March - April, 1977) 
fual cost as an estimate of the cost associated with the 
disposal of nuclear fuel ( "threw-away" fuel cycle) burned 
during the test period. Duke had Freviously recorded only 
the initial actual cost of nuclear fuel as nuclear fuel 
expense. 
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The Ccmmis sion finds that, in light of the current Federal 
Administration 1 S s tated policies to disallow nuclear fuel 
reprocessing, it i s  reas onable tc include in the total cost 
of nuc lear fuel t he estimated cost of permanent di sposal of 
the used fuel ana to allo� these costs to be used in the 
termination of the approved fuel cost adjustment factor on 
an interim basis (until this issue can be more fully 
explored in a general rate proceeding) if proper accounti ng 
principles are emFlcyed to in sUI'e protectioµ, to the 
consumers. 

After careful consideration atd scrutiny of the evidence 
and t estimony by both Duke Powe� Company and the Commission 
Staff, th e Commission is of the opinion, and so concludes, 
that the adjustment in rates ftCfcsed by Duke is correct and 
appropriate. The charge designed to recover t he cost of 
pecmanent dis posal of n ucleac tuel wastes should be a

separ ately identifiable ccmponent of the fuel charge (during 
--the interim operation) and the funds collected thereunder 

should be recorded in a se Ea�a te sub account of Account 
120.s, Accumulated· provision fer Amortization of Nuclear
Fuel Assemblies. Should the repro cessing of nuclear fuel 
�astes he permitted prospectivelj, amounts reported in this 
Account shall be returned to consumer s over a reasonable 
period of time. 

TT IS, THEREFORE, ORDERED that in lieu of the previously 
approved adjustment for increased fuel costs to Duke Paver 
Company's tasic rate of 0.0020 cents per KWH, a new
adjustment of -0.0065 cents foe each kilowatt-hour based 
solely on the decreased cost of fuel is ap proved effective 
f'or bills rendered en an d af te r July I, 1977. 

ISSUED BY ORDER OF THE COIHHS�ICN. 
This the 30th day of June, 1977 .. 

(SEAL) 
NO�TH CAFOLINA UTILITIES COMMISSION 
Kath erine �- Peele, Chief Clerk 

DOCKE1 NO. E-7, SUB 228 

BEFORE THE NORTH CAROLINA UTILl1lES COMMISSION 

In the Matter cf 
Application of Duke Power Company ) ORDER APPROVING 
for Authority to Adju st its ) ADJUST�ENT IN RATES AND 
Electric Rates and Charges ) CHARGES PURSUANT TO G .. S. 

Pursuant to G.S. 62-134(e) ) 62-134(e) 

HEARD IN: 

BEFORE: 

The Commission Hearing Room, Dobbs Bui.lding, 
U30 N. Salisbury street, Raleigh, North 
Carolina, August 15, t.977, at 2:00 P.H. 

Tenney I. Deane, Jr., Presiding; Commissioner s
Sarah Lindsay Tate, Rebert Fis chbach and John 
w. Wi nters
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APPEARANCES: 

For the Applicant: 

Geor ge w. Ferguscr. ,. 
Jr., Duke Power Company, 

P. o. Box 2178 ,. Chaclct te, Nor th Carolina 202q2

For the Public Staff: 

Robe rt F. Page, �ssistant staff Attorney -
Public Staff, q30 �- Salisbury street ,. Raleigh

,. 

No rth Carolina 27602 
For: Using and coi:sumi ng Public 

Par the Intervenors: 

Jesse c. Bcake, Assistant Attorney General ,. 

North Carolina Det=art111ent of Justice, P. O. Box 
629, Raleigh, North Carolina 27602 
Foe: Using and Consuming Public 

BY TEE COMtHSSION: On July 26, I 977, Duke Power Company 
{"Duke") filar! an Application for authority to adjust and 
increase its r et ail electric cates and charges based sole ly 
upon the incre ased co st of fuel used in the generation of 
electric power pursuant to G.S. 62-IJll(e). Duke sought 
approval to adjust the charge for each kilova tt-hour by the 
addition of a 0. 1481 cents charge vhich is an increase of 
0.0899t/KWH from the o.o5e2t/KiH adjustment approved on July 
25, 1977. 

On A.ugust I, 1977, the Commission issued a n  Oeder Setting 
Hedr ing and Requiring Nctice. 

The hearing was ccmmenced at the scheduled time and place. 
Duke offererl t he testimony of i. R. Stimart,. Controlle r, 
testifying as to the computation of the fuel adjus tment 
factor, and R. H. Hall, Jr., Manager - Fuel Purchases, Hill
PowP.r supply Company, testifying a s  to the changes in the 
cost of fuel used in the generaticn of electric powe r during 
tho? month of .lune, 1977. 

The Public Staff offere d the testimony of Andrev W. 
Billiams, Director of the El e ctric Division de tailing the 
Public Staff's review of the evidence presented by Duke in 
support of its application. 

After ca reful· consideration and scrutiny of the evidence 
,:1.nd testimony offered by both tuke Paver Company and the 
Public staff ,. the Conmission is of the opinion, and so 
concludes, that the adjustment in rates proposed by Duke is 
correct and appr opriate. 

IT IS, THEREFORE, OBDERED 1hat in lieu of the previously 
approved adjustment for increased fuel costs to Duke Power 
Company's basic rates of O.O582J/KWH an adjustment of 0.1481 
cents for each kilowatt-hour basea solely on the increased 
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cost of fuel is approved effective for tills rendeted on and 
.after Septenbe� 1, 1-977 .. 

ISSUED BY ORDER OF THE COHMI��ICN. 
This the 26th day of August, 1977. 

(.SEAL) 
NC�TH CAFCLINA UTILITIES COMKISSION 
Kathetine M. Peele, Chief Cletk 

DCCKE'l NO. E-7, SUB 231 

BEFORE THE NCRTH CAROi.INA UTILITIES COMMISSION 

In the Matter of 
Application of Duke Power Com
pany fOr Aµthority to Adjust 
Its E_lectric Rates and Charges 
Pursuant to G. s. 62-134(e) 

ORDER APPROVING AOJUST!1ENT 
IN RATES AND·CHARGES 
PURSUANT TO 
G. S. 62-134(e) 

HEARD IN: ·The com.mission Bearing Room, Dobbs Building, 
430 N. Salisbury street, Raleigh, North
Caro}ina, Cctober IB, 1,q77 at 9:30 A.H.

BEFORE: Robert K.- Koger,. r=residing; commissioners ·Ben 
E. Roney, Leigh H. Hammond, Sarah Lindsay Tate,

- Bobert Fischbach, and John w. iinters 

APPEARANCES; 

For the Applicant: 

Steve C. Griffith, Jc .. , and George li'. Ferguson, 
Jr., Duke Pover Company, P. O. Box 2178, 
Charlotte, North cacclina 28242 

For the Public staff: 

Theodore c. Brcvn, Jr., Assistant Staff 
Attorney Public Staff, 430 N. Salisbury 
Street, Raleigh, Ncrth Carolina 27602 
For: Using and ConsuRing Public 

For the In tervenors: 

Richard L. Griffin, Associate Attorney General, 
and Jesse C. Brake, Associate Attorney General, 
North Carolina Cepartment of Justice, Post 
Office Box 629, Raleigh, North Carolina 27602 
For: Using and Consuming ,Public 

SY THE COMMISSION: Cn September 26, ( 977, Duke Power 
Company ("Duk?"} filed an AF�liC:ation ·for authoI:'ity to 
ddjust and increase its retail electric rates and charg�s 
based Solely upon the increased ccst of fuel used in the 
generation of electric power FUrsuant to G. S. ·62-134 (e). -
Duke sought approval to adjust the charge for each kilowatt-
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hour by the addition of a o. 42 I 2 
increase of O. J 167¢/K'WH from the 
approved on September 21, 1977. 

21 I 

cents charge which is an 
0.3045¢/KWH adjustment 

On October 3, 1977, the Commission issued an Order Setting 
Hearing and Requiring Nctice. 

The heari ng vas commenced at the scheduled time and place. 
Duke offered the testimony of i. R. Stimart, Controller, 
tes tifying as to the computation of the fuel adjustment 
factor, and R. H. Hall, Jc • ., Hanager - Fuel Purchases , Mill
Power Supply company, testifying as to the changes in the 
cost of fuel used in the generaticn of electric power during 
the month of August, 1977. 

The Public staff offered the t estimony of Andrew w. 
Williams, Director of the Electric Divis ion, detailing the 
Public Staff's review of the evidence presented by Duke in 
support of its application and reccmmending a modification 
in the current fuel cost adjustment procedure. 

The portion of the hearing de aling with the Public Staff's 
recommenr1aticn for a modificaticr. in the existing fuel cost 
adiustment procedure was continued until November 2·1, f977. 
This matter will be consolidated for hearing vith similar 
testimony in Carolina Power and Light Company, Docket No .. E-
2, Sub 316 and Virginia Electric and Power Company, Docket 
�o. E-22, Sut 216-

After car-aful consideration and scrutiny of the evi dence 
':l.nd testimony offered by both Iuk� Power Company and the 
Public Staff, the Co�missicn 1s of the opinion, and so 
concludes, that the adjustment in rates proposed by Duke is 
correct and appropriate. 

IT IS, THEREFORE, ORDERED 'lhat in lieu of the previously 
approved a djustment for increas€d fuel cost s to Duke Power 
Company's basic rates of 0.3045�/KiH an adjustment of 0.4212 
cents for each kilowatt-hou� based solely on the increased 
cost of fua 1 is approved effective for tills rendered on and 
after November I, 1971. 

ISSOED BY ORDER OF THE COMHIS�ICN .. 
This the 26th day of Cctober, 1977. 

(SEAL) 
NO�TH CAEOLINA UTILITIES COHHISSION 
Katherine�- Peele, Chief Clerk 
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DCCKET NO. E-13, SUB 29 

BEFORE THE NORTR CAROLINA UTILI'J'IES COr'llHSSION 

In the Matter of 
Application of Nantahala Faver anC Light 
Company for Authority tc Adjust and 
Increase its Electric Rates and Charges 

ORDER GRANTING 
PARTIAL RATE 
INCIIEASE AND 
DENYING MOTION 

HEARD IN: 

BEFORE: 

UPEARANCES: 

The Courtroom, S�ain County Courthouse, Bryson 
City, North CaroliDa, on March t5 and 16, 1977., 

and in the Bearing Room of the commission,. 
Ruffin Building, Cne West Horgan street, 
Raleigh,. North Car.clina, on March 17, 18, 22, 
23 ,, 24 ,. 25, and 30 ,. 1977; April 18, 25, and 26 ,. 

1977; and Hay 9, IS77 

commissioner Barbara A. Simpson, Presiding; and 
Commissioners Ben !. Roney and w. Lester Teal, 
Jr. 

For the Applicant: 

Robert c. Hcwison, Jr., and G. Clark 
Joyner & Ho�iscn. iachovia Bank 
Raleigh, North carclina 27601 

For the Int ervenors: 

Crampton, 
Building, 

Fred H. Keady. Jr •• KcKeever, Edwards, Davis & 
Rays, Post Office Bex 670, Bryson City, North 
Carolina 28713 
For: swain county 

A.. Pachno•s>d. 
Box 849, Eryson 

Attorney at Lav. Post 
city, North Carolina 

Joseph 
Office 
28713 
For: The Town of Et}SOD City 

William T .. Crisp and Thomas J .. Bolch, Crisp, 
Bolch, smith. Cliftc� and Davis, Post Office 
Box 751, Raleigh, North Carolina 27602, and 
Robert Harley Bear, S�iegel & McDiarmid, 2600 
Virginia Avenue. N.i •• Washington, D.C. 20037 
For: Henry J. Truett 

Richard Griffin, �fsociate Attorney General., 
North Carclina DeFartment of Justice, 701 
Raleigh Building, Raleigh, North Carolina 
27601 
For: Using and Consuming Public 
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For the Commission Staff: 

Wilson B. Factin, Jc.,* Assistant Commission 
Attocney, and Dwjght i(. All en, Assist ant 
Commission Attorney, Nocth Cacolina Utilities 
Commis sion, Ruffil! Building, Raleigh, North 
Carolina 2760 I 

*Xr. Partin resjgned from the 
effective Ai:;ril 30, 1977, and 
pacticipat·e after April 15, 1977. 

Commission 
did not 

BY THE COMMISSION: This proceeding is befoI:'e the 
Commission upon the Application cf Nantah ala Power and Light 
Company (heI:"einafter ceferred to as Nantahal a, the 
Applicant, OI:' the Ccmpa ny) filed with the Commission on 
November: 3, 1976, for an inc rease in ret ail rates and for a 
Revised Purchased Fowe r Adjustment Clause. The Company 
requested that such increased rates be allowed to take 
effec t as of DecembeI:' 3, 1976. The Application alleged that 
Nantahala must increase its present rates ty approximately 
20.7% in order to improve the Ccmpany1s earnings and to 
provide a su fficie nt rate of return on its investment which 
is needed to continue providing adequate service to its 
retail customers in North CaI:"olina. 

The Commission, being of the OEinion that the increase in 
I:"ates and charges proposed by Nantahala herein was a matter 
affecting the public i nteI:"est, ty Order issued November 22, 
1976, declared the matt er to be a general rate case pursuant 
to G. s. 62-137, suspended the i::roposed rate incre ase for a 
period of up to 270 days pursu ant to G. s. 62-134, set the 
matt er for hearing before the Co11mission beginning on March 
8, 1977, with the burden of proct being placed' on N antahala 
to show that the proposed increase in r ates and charges is 
just and re asonable as required by G� s. 62-75, required 
Nantahala to give n ot ice of such hear ing by newspaper 
publication and by appropriate till inserts, established the 
test period to be used by all Faities in the proceeding, and 
required protests or interventions to be fi led in accordance 
with Rules Rl-6, R(-17, and Bl-19 of the Commission Rules of 
Proc edure. Subsequent to is::uance of said Orde r, the 
Commission b_y Order of November 24, 1976, reset the hearing 
to begin on Tuesday, March 15, 1977, at 10:00 A.M. 

On November 24, 1976, Notice of Intervention in this 
matter was given by the Attorney General of North Carolin a 
on he half of the using an d consuming public. By Order 
iss·ued November 26, 1976, the Nctice of Intervention of the 
Attorney General was r ecognized. 

No other Petitions to Intervene were I:"eceived prior to the 
he�ring. Rowever, at the hearing counsel for the Town of 
Bryson city, counsel for the ccunty of swain, and counsel 
fo� Henry J. TI:'uett asked that the Rules of the Commission 
be waived and that they be EErmitted to intervene. Said 
interventions were allowed by Order from the bench provided 
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written Petitions to Intervene would 
commission. Said written fetiticrs were 
of the record in this case. 

be filed with the 
filed and are part 

On February I, 1977, the Couuission received a Resolution 
from the swain County Boax:d of Ccmmiss ioners which ,. among 
other things, requested that the bearing on the proposed 
rate increase be held in the Nan ta.hala service area. on 
February 10, ]977, the Atto:rney General filed a Motion 
requesting that all o·r part of said hearing be held in 
Nantahala•s service area. B'Y Order of March 2, 1977, the 
Commission directed that hearings be scheduled in Bryson 
City, North Carolina,. on Harcb 15 and 16, 1977, for public 
testimony and that testimony frcm the Applicant and 
Commission Staff be heard beginning on March f7, 1977, in 
�aleigb, North Carolina. 

The matter came en for hearing en March JS. 1977·, at 10:00 
A.M. in the Swain County co·urthcase , Bryson City, North 
Cacolina. Numero us public witnesses appeared to express 
theic views of the proposed rate increase. The se witnesses 
expressed concern, among other things, for the impact o f  the
propos ed increase on low and fixed income customers, the 
increased cost of electricity to the school system, the
effect of voltage fluctuations and voltage surges on home
appliance s. and indic�ted tbE belief t hat the residential
customers were not getting the deserved benefits from the
h yd roe lectric plants in t l:e area.. Public witnesses 
testifying at the hearing included the following: Lula
Sanders, Florence Phillips, Clint Allen, Reuben Ball, Clyde
Smith, Ellen Hyams, Mt's. Thurman Breedlove, Dr. Max
Skidmore, Doyle Ccope�, Tom Underwood, Wi1liam G. Davis.
James c. Denton, Henry J. Truett, Bennie C. Reese, V. H.
Del!art, Gwynn Denton, Helen Kirklan d. Mrs .. Ruby Gunther, 
James ff. Perrigo, Senith Jo hnsen, Albert Ramsey, Richard
Pittman, Carl J .. , Horton, Carter Haddox, John Roth, Marvin
Dinqott, Marcia Winchester. Bruce White, Ben Bridgers, Ned
Tucker, James A. cooper , Glenn Gibson, carol E. White,
Claude Hcirris, Holland Smith, John E. Boring. Buel Orr,
Lucille Bra dley, and Thomas Beck.

Followi ng public }learings in Bryson City, North Carolina, 
the hearing moved to Baleigh beginning Harch 17, 1977, for 
presentation of· test imon.y by A{!plicant a nd the Commission 
Staff. Applicant offered the testimony of the following 
witnesses! (I) William li. Jcntz, President and. Chief 
Executiv9 officer of Nantahala Power and Light company. 
testified concerning gen eral operations of Nan taha la, t he 
change in capital structure since the last ra te proceeding. 
the current financial condition of the Company-, and the need 
for increased rates and earnings; (2) Joseph F. Brennan, 
Presiden t  of Associ ated Utility Service, Inc .. ; testifie d 
concerning cost of capital and fair rate of return for 
Nantahala; (3) Edward Oelsner. Vice President, First Boston 
Corporation, testified co ncerning Nantahala 1s ability to 
issue long-term debt to finance its construction program and 
the probable cost of that debt; {4) Robert D. Buchanan, 
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Assistant Con troller, Aluminum Company of America (Alcoa), 
testified and presented exhibits ccnce rning the Company's 
balance sheet during - the test year and other accounting 
issues; (5) Juli us Breitling, Cirector of the Evaluation and 
Appraisal Department for Ebasco Services, Incorporated, 
testified concerning repla cen:ent ccst and the use of 
replacement cost and original cost in determining fair 
value; (6) Samuel R. Clammer, Manager of Client Services, 
Utility Rate Department, Consulting Services Grou p, Ebasco 
Services, Incorporated, testified concerning certain 
elements of fair value, allocated cost of service, and rate 
design; and (7) Georg e Popovich, Fower Management Consultant 
for- Alcoa, testified en direct examination concerning fair 
value of Nantahala 1s prcducticn and transmission plant at 
th.:! end of the test year. 

The Commission Staff offered evidence from six witnesses, 
whose testimony may be described a s  follows: (I) Andrew 
Williams, Chief Engineer, Electric Section - Engineering 
Division of the Corr�ission Staff, testified concerning the 
Staff's review cf the pro�csed purchased power cost 
adjustment clause; (2) J. Reed Eumgar ner, Jr., Distr ibution 
Engineer, Electric Section Engi neering Division of the 
Commission Staff, presented a review of Nanta�ala's 
jurisdictional allocation and ·retail ccst of service 
studies, the Staff's kilowatt-hour and revenue growth 
adiustments, and the results of h·is investigation into the 
Company's ser-vice ccnditionsi (3) N. Edward Tucker, 
Utilities Engineer, Electric Section - Eng.j.neering Division 
of the Commission Staff, testified concernin g the results of 
Staf·f studi es related to the J:rcpos ed rate schedules filed 
by Nantahala in this docketi (4) Eugene H. Curtis, Jr., 
Opecations Engineer, Operations Analysis Section 
En_gineering Divisicn of the Ccrrmission Staff, testified 
concerning hi s analysis of t he replacement cost or trended 
ociginal cost study presented by Nantahala and the 
derivation of the fair value rate basei (5) William E. 
Carter, Jr., Coordinator of the Accounting Telephone Section 
- Accounting Divisicn of the Ccrrmission Staff, presente d  his
analysis of the Company •s books and records for the test
year ended December 31. 1975, resulting in an exhibit
entitled "Study of Original Cost Net Investment, Revenues,
Expenses11 ; and (6) Edwin A. Rosenberg, Economist, Opera tions
Analysis section of the Engineering Division of the
Commission Staff, t estified concerning cost of capital for
N antahala.

The only other witness testifying at the hearing was 
Arthur Simon, vho offered surrebuttal testimony on behalf of 
Intervenors Henry J. Truett, 'lawn of Bryson City, swain 
Co unty, and the Att orney General of North Carolina. Mr .. 
Simon testified in surrebuttal to the rebuttal testimony of 
Mr. Popovich. i'!r. Popovich testified on rebuttal 
concerning, among oth er things, the apport ionment of 
capacity and energy bet,.een Alcoa. its subsidiaries, and the 
Tennessee Valley Authority as provided in the Nev Fontana 
�greemen t, and related document�. 
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Following the close of the eviden ce, all parties were 
asked to file briefs a nd proposed Findings of Fact and 
Conclusions of Law by noon, Hay 24, 1977 (later extended to 
noon, May 25, 1977). 

Based on the foregoing, the verified Applit;:::"ation, the 
testimony and exhibits received into evidence at the 
hearing, a nd the Commission's entire record vitb rega rd to 
this proceeding, the Co�missicn nc� makes the following 

FINDINGS OF FACT 

I. That Nantahala Power ana Light Company is duly
organized as a public utility ccmfany under the laws of 
North Carolina, subject to the ju risdiction of this 
Commission, and is holding a f�anchise t9 furnish electric 
power in the veste_rn pot"tion of the State of North Carolina 
under rates and service regulated by the Utilities 
Commission as provided in Chepter 62 of the Ge ne ral 
St atutes. 

2. That the test period for the p urposes
proceeding is the 12-month pe ricd ended December 
Nantahala is seeking an increase in its rates and 
North Carolina retail customers cf apFroximately 
ba sed �pon operations in said test year. 

of this 
31, 1975. 
charges to 
$1,830,791 

J. That the reasonable original cost of Nantahala's
property used and useful in prc1iding in trastate electric 
service to its retail customers in North Carolina is 
$ 46, I 50,057. The reasonable ace um Ula ted provision for 
depreciation is $24,439,669, and the reasonable origina l 
cost less depreciati9n is $21,710,388. 

4. That the reasonable
property used and useful 
service in North Carolina is 

reflacernent. c ost of Nantahala's 
in providing retail electric 
$60,372,228. 

'l. That the fair value Of Nantahala •s utility plant" used 
and useful in providing electric service to its retail 
customers in North Carolina should te derived from giving 
40% ·weighti ng to the original ccst less depreciation of 
Nantahala's uti lity plant in service and 60% weig hting to 
the trended original cast less depreciaticn of Nantahala 1 s 
utility plant. By this methcd, using the depreciated 
original cost of $21,710,388 and the reasonable replacement 
cost of $60,372,228, this Ccmnission finds that the fair 
value of said utility plant devoted to intrastate retail 
electric service · in North Car olina is $44,907, 492.. This 
fair value includes a reas onable fai r value increment of 
$2 3, I 9 7, I 04 .. 

6. That the reascnable allo�ance for working capital is
$973,393. 

7. That the fair value cf Nantahala's plant in service
used and useful in providing el�ctric service to its retail 
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customers within the State cf Ncrth Carolin a of $44,907,492 
plus tha reasonable allowance for working capital of 
$973,39:1 yields a reasonable fair valu-e of Nantahala's 
property in service tc North Catclina re tail customers of 
$1.15,880,885. 

A. That Nantahala' s appro:ximate gross revenues foe the 
test year, after accounting and FCC forma adjustments, are 
$.9,414

,.
033 under tbe present rates and, after giving effect 

to the Company's ptcposed rates, are $11,264,824. 

9. That the level of test year operating expenses, after
accounting and pea forma adjust1tents, including taxes and 
interest on customer deposits is $8,24(,695 which includes 
an amount of $1,233,907 for actual investment currently 
consumed th rough re asonable actual de preciation after 
annualization to year-end levels. 

10. That Nantahala should be a llowed to increase its
rates and charges so as to produce $!.598,918 in additional 
annual gross revenues in order for the Company to have an 
opportunity. t.hrough effici ent management, t o  earn the rate 
of return on the fair value of its property which the 
Commission has found to be just and reasonable. 

11. That the reasonable original cost capital structure
for Nantahala is as fellows: 

02.09'1 
39. 0 5%
18.06%

Debt (long- and short-term) 
Common equity 
Cost-free capital 

and when the fair valu e increment is added. the reasonable 
fair value capital structure becomes: 

20.81% 
70.06'1 
9.13% 

Debt {long- and short-term) 
Common eguity 
Cost-free capital 

12. That the fair rate cf return that Nantahala should
have the opportunity to earn on the fair value of its North 
Carolina investment for retail operations is 4.20%. which 
requires additional annual re,enues from North Carolina 
retail custorners of $1 .598,9 J 8 based upon the historical 
test year (12 months ended teceml:er 31, 1975) level of 
opBrat ions as adjusted for kncwt changes subsequent t hereto. 
This rate of return en the fair value of Nantaha.la's 
property yields· a fair rate of retur n on t he fair value 
equity of Nantahala Power and Ljght company of app roximately 
3.75%. The full amount of additional revenues requested by 
Nantahala in this procee ding wculd Froduce rates of return 
in excess of those hereinal:ove approved and, hence. are 
unjust and unreasonable. 

13. That the purchased
and reasonable rate and 
N ant ah ala can recover a 

power adjustment clause 
a reasonable method 
part cf its reasonabl� 

is a just 
by which 
operating 
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expense and that the l:ase cost in the. purch·ased power 
adiustment clause should be .409234t/KYH. 

14. That the overall quality cf electric service provided
by Nantahala to its North Carolina retail customers is 
adequate, although Nantahala should take steps to prevent 
instances of voltage fluctuations outside the Commission's 
prescrit:ed tolerance levels of I I.LI- 126 volts. 

1s. That Nantahala 
own for the purpose of 
factors. 

should undertake load surveys of its 
developing demand cost allocation 

16. That the rate design proposed by Nantahala shall be 
mo(lified as set forth in the Commission's evidence and 
conclusions for this Finding cf Fact and as set forth in 
Appendix I attached hereto. 

17. That while Tapoco, Inc. (Tapoco), and Nantahala are
both whclly-cwned subsidiary cClfCraticns of Alcoa, they are 
sepai:-a te coi:-porations with their own individual identities. 

1a. That Tapoco is neither the parent corporation nor a 
subsidiary corporation cf Nantahala. 

19. That neither Alcca nor TafCCO is nor has been a party
participant in this proceeding. 

20. That the New Fontana 
Alcoa, Nantahala and 
Agreement between 
reasonable. 

'Iapoco, 
Tapoco 

Agr€ement, entered into by TVA, 
and the resultant Apportionment 

and Nantahala are just and 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF PACT NOS. I AND 2 

'The evidence foi:- the foregoing Findings is contained in 
the verified Application, the testimony of Company witness 
Jon tz and the record as a 'olhole. such Findings are 
essentially frocedural and jurisdictional in nature and were 
not contested. 

EVIDENCE AND CONCLUSIONS FGR FINDING OF FACT NO. 3

Both Staff witness Carter and Company witness Clammer 
testifiea that gross retail electtic plant in service is 
$46,150,057 and the reserve foI depreciation is $24,439,669 
resulting in net retail electtic plant in service of 
$2\,7]0,388. 

Company witness Buchanan testified that a very large part 
of the Company's plant· lias consttccted during World War "II 
anrl its cost WdS amortized pursuant to then Section 124 of 
the Internal Revenue Code under Necessity Certificates 
issued by the Federal govein�ent permitting amortization 
over a five-year period. Under the Company• s normal 
depreciation rates, this plant �culd have been depreciated 
over its expected useful- life. Mr. Buchanan further 
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testified that the depreciaticr. reserve had been restated 
downward to what it would have teen had the Company's normal 
depreciation rates been used. Unless this adjustment is 
marie, the reserve for dE:preciation would not properly 
reflect the estimated depreciaticn which has occurred to 
date, based upon the normal useful life of such assets. Mr. 
Buchanan also testified that the Commission issued an Order 
on February 3, 1976, aFpi:oving an adjustment to restate 
Nantahala 1 s books and records as if Nantahala bad 
depreciated these assets on a straight-line basis using 
normal lives. 

The Commissicn concludes that Nantahala•s net retail 
electric plant in service for the purpose of fixing rates in 
this proceeding is $21,710,388, consisting of gross retail 
plant in service of $46,150,057 and accumulated depreciation 
of $21,710,388. 'Ihe depreciaticn reserve of $2J,7J0,388 
reflects an adjustment of $6,063,307 which decreased the 
accumulated depreciaticn reserve as was permitted by this 
Commission in Docket No. E-13, !:ub 26. This commission 
Order approved the restatement of Nantahala's books of 
account to reflect and to Frcvide for straight-line 
depreciation of emergency facilities constructed during 
World War II under certificates of necessity which were 
amortized over a 60-month period in accordance with the 
provisions of IRC Sec. 124. '.Ihis change in accounting 
policy for Nantahala is in accordance w1th the pro forma 
accounting adjustments made by this Commission for rate
making purposes in all previa�s Nantahala rate cases and 
appropriately restates Nantahala's books and records as if 
straight-line depreciation had been used instead o.f 
accelerated amortization.. It is appropriate to use 
straight-line depreciation fer rate-making purposes. If 
Nantahala had come to this Commission requesting a rate 
increase during the years that t'he rapid amorti-z:at.ion was 
taken on these assets, the Ccmmission would not have 
permitted the use of accelerated amortization for rate
making purposes. 

one other item concerning plant in service should be 
mentioned. Thec-e were a nnmber of questions c-aised during 
the hearing concerning whether land known as the Needmore 
site and Dillsboro site were included in plant in service. 
Both Companv witnf!ss Clammer and Staff witness Carter 
testified that the Needmore site is not included in plant in 
service,. Mr. Clammer- further- testified that the Dillsboro 
site is not included in plant in service. The Commission 
takes juO.icial notice of Nantabala 's Annual Report for t 975
filed with this Commission. Page 20 I of th€ report shows 
that -the Oillsborc property ard Needmore property are both 
cl:1ssified as nonntility property, Account 121, and are not 
included in plant in service. Th?.y comprise the nonutility 
property amount of $395,08) sho�n on Buchanan Exhibit No. I, 
Sheet I of 9. 
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EVIDENCE AND CCNCLUSIO�S FOR FINDINGS 
CF FACT NOS. 4, s·, AND 7 

Replacement cost envisions re�lacing the utility plant in 
accordance with mod'crn design techniques and with the most 
up-to-date changes in utility plant. Company witnesses 
testified with respect to the detetmination of the net 
trended original cost valua tion cf Nantahala Power and Light 
company's properties used and useful in providing electric 
service to North Carolina as of December 31, 1975. 

Staff witness Curtis, testifying on replacement cost 
analysis and fair value, agreed with the net replacement 
cost as calcnlated by Company witnesses. Staff witness 
Curtis testified, and the Commissi on concurs, that the 
replacement cost less depreciation of Nantaha.la Power and 
Light Company's plant in service at December 31, 1975, is 
$60,372,228. 

Having determined the appropriate original cost less 
depr eciati on to  be $21, 71 O, 3Be and the appropriate 
replacement cost less depreciation to be $60,372,228, the 
Commission must de t ermine the fair value of Nantahala Power 
and Light company's net plant in �ervice. 

Company witness Popovich used th� depreciated replacement 
cost as a measure of fair value while company witness 
Breitling chose a (/3 weighting of deprecia ted replaceme nt 
cost as a measure of fair value. Staff witness cui:tis 
proposed weighting of ne t original cost and net replacement 
cost bas ed primarily on the capital str.ucture of the 
Company. Hr. Curtis gave a 50-50 weighting t o  net original 
cost and net replacement cost. The Commission conclud es 
that the appropriate wei ghting tc be given the ne t ori ginal 
cost is 40% and the remaining 60% to be given the net 
replacement cost. By we ighting the net original cost of 
$21,710,388 by 40% and the net replacement cost of 
$60,372,228 by 60J, th e fair value of Nantahala•s utility 
plant in service is $44,907,492. 

The fair value of Nantahala 1 s plant in service to its 
customers in North Carolina of $44,907,492, plus the 
reasonable allowance for working capital of $973,393, yields 
a reasonable fair value of Nantahala 1 s property in service 
of $45,880,885. 

EVIDENCE ANC CCNCLUSIONS EOE. FINDING OF PACT NO. 6 

Company 
presented 
allowance 

witness Clammer and Staff witness Carter each 
a different amount for the working capital 

shown by the chart below: 



Materials a nd supplies 
Aver age pre payments 
Cash 

RA '.I'ES 

Com pensating bank balances 
Average tax accruals 
Customer deposits 

Ccmpany 
Witness 
!;1!:!M� 

$5!:1,480 
7,398 

783,464 

224,010 
_lJ!�,..QQ2 
$934,323 

Staff 
Witness 
Cartg£_ 

$ 550,898 
7 ,.398 

719,903 
426,780 
316,995 
JSS,734 

$1,199,250 
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The first item of difference listed above concerns 
materials a nd supplies. Company witness Clammer include d 
the retail portion of the ave�age balance of the materials 
an,l supplias inventory mai ntained ty Nantahala during the 
test period while Staff witness Carter included the retail 
portion of the end-of-pec-iod balance. Thec-e i s  only a $582 
difference tetween the two aIDcunts. In determining the 
allowance for working cafital, the Commission has 
consistantly used the end-of-period balance of materials and 
supplies unless the en d-of-pericd balance is abnormally high 
or low, compaz:ed to the average l:alance. In this instance ,. 

the end-of-period balance of materials and supplies is not 
abnormally high er .lcw; therefore, the Commi ssion finds 
that, consistent with other recent rate case decisions,. the 
appropriate level of material� and supplies to be included 
in the working capital allowance is the end-of-period retail 
amount of $550,898. 

The next component of the allowance for working capital 
listed above is average p�era1ments. Both witnesses 
testified that the appropriate level of average prepayments 
is $7,398; thez:efore, the Conaission concludes that the 
average prepayments component of the allowance for working 
capital is $7 ,. 398. 

The rext component of the wo�king capital allowance to be 
discu ssed is the cash component. Company witness Clammer 
included an amount of $632 ,. 502 repre senti ng 1/6 of operating 
expenses, excluding purchased power expense, and an amount 
of $!50,962 representing a c ash all owance to cover purchase d 
povez: expense, for a total cash �crking capital allowance of 
$783,464. Sta ff wi tness Carter inclu ded a cash al lowance of 
$7\ 9,903, which he testified was 1/8 of operating expenses, 
excluding purchased powe r expense. The Commission's 
analysis of Mr. carter's computation shows that Hr. carter 
inadvertently included purchased power expense in computing 

his cash working capital allowance of $719 ,. 903. The 
Commission has consistently excluded purchased power expense 
in determining the cash component of the working ca pital 
allowance in recent electric rate procee dings and will do so 
in this proceeding. 

Com pany witness Buchanan testified that a factor of J/6 of 
opera ting expenses, excluding FUrcha sed paver expense, vas 
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used based ·on a lead-l.ag study the company had conducted foe 
the I 2 months ended Ncivember 3 0, 1975. In his pre filed 
testimony He. Buchanan testified that Nantahala renders 
billings to its _customers at the beginning . of the month 
rather than on' a cyclical basis throughout the month for 
electricity fucnished to the date of- the' customer's last 
meter reading. Only Nantahala's urban customers and those 
nonurban commercial and industrial customers lih o have demand 
meters are billed monthly and have their meters read 
month-ly. All other billings are tased upon bimonthly mE?_ter 
readings. As such, over 545': of all of Nantahala 1 s revenue 
is based upon billings issued fer electrical consumption 
once every two months; t herefore, on th e average, such 
customers receive electrical service"30 days prio� to the 
date on which the bimonthly neter r eadings are t aken. Mr. 
Buchanan further testified that, en the average, bimonthly 
customeJ:"s receive the benefit of electrical service 77 days 
prior to the date on which the billings ·are prepared and 
placed in the ma·il for deli ve1:y and that the period for 
monthl y customers is 45 days.. Mr. BuChanan also test ified 
that on the avera ge there is a I 2-day lag from customer 
billing date to collection .date. Mr. Bu chanan stated that 
in view of the ·qs...:day lag in tilling monthl.y customers and 
the 77-day lag in billing bimonthly customers, a 12-aay lag 
in the collection of revenue from its customers, ·a· I 5-day 
lag in the· payment· for purchased power expense and weekly 
and monthly labor payroll cliarges, the utilization of the 
J /6 factor is reasonable.. On cross-examination Hr. Buchanan 
admitted that for mollth ly custcmers there can be· anyt1here 
from a J 5-day lag to a 4.5-day lag and that Nantahala 
experiences a 45-day. lag only on those monthly customers 
whose meters ·are read on the fix:st day of the month. �I:'. 
Buchanan also admitted that for customers who are billed on 
_a bimonthly basis there can be anywhere from a 3(-day lag to 
a 6 I-day lag, instead of the 71-day lag contained in his 
di:rect testim ony. 

'The Commission has studied toth the direct and· c1:oss
examination testimony of Hr. aUchallan concerning the lead
laq stuay. The Commission finds that Hr. Buchanan has not 
proven that Nantahala needs a 60-day (1/6 factor) cash 
working capital allowance nor an additional cash allowance 
for purchased power expense. Hr. Buchanan testified on 
cross-examination t�at for its ffonthly customers Nantahal.a 
has a range of a 15-day l.ag to a 45-day lag and for its 
bimonthly custopiers a 3)-day lag to a 61-day lag. This 
should average to be ap�roximatelJ a 30-day lag for monthly 
cUStomers and a '46-day lag for bimonthly customers. Mr. 
Buchanan testified that 54% of Nantahala's revenue is based 
upon billiilgs to its bimonthly custcmers. if an approximate 
colllposite re\lenue· lag dily is determined by giving 54%' 
v-eightinq to the average 46-day la9' for bimonthly customers 
and ·giving 46% weighting to the·' average 30-day lctg f_or 
monthly customers, a revenue lag of approximately 39 days 
results. Alsc, Mt:. Buchanan testified that Nantahala has 
approxima·tely a 12-aaY lag from the billing ·date to customer 
payment date, which wculd total approximiltel.y· a s1-day 
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revenue lag. From this amount the lag in the payment of 
operating expenses would have tc be deducted to arrive at 
the net revenue lag days. This would have the effect of 
reducing the St-day revenue lag. iir. Buchanan testified 
that Nantahala did not conduct a lead-lag study for all 
types of expenses; ho wever, he diO testify that for payroll 
expens e the Company in curred weekly payroll expense 
approximately seven days before having to pay the employees 
and tbe lag in the payment fer 1onthly payroll expense was 
appro ximately 15 days. The Commission recognizes that 
Nantahala•s respo nse to item !:g(I) of the minimum filing 
requ irements indicates that Nantaha la has a JU-day lag in 
the payment of purchased paver expense. Based on the above 
facts, the Ccmmission concludes that Nantahala has not 
proven tha t it needs a working capital allowance of 1/6 of 
operating expenses, excluding putchased power expense, plus 
an addition al allowance for purchased power expense. In our 
opinion, the lag in the payment of operating expenses will 
reduce Uantahala 1 s approximate 51-day revenue lag below 45 
days which is th e allowance consistently included by the 
C ommission in recent electric and gas rate proceedings. The 
Commission concludes that a cash �o�king capital allowance 
of 45 days 1 ( 1/8 factor) operating expenses, excluding 
purchased pow er expense, is reasc11able and will be the basis 
for determining the cash working capital allowance in this 
proceeding. Under Evidence and Conclusions for Finding of 
Fact No. 9, the Ccminissicn concludes that operating 
expenses, exc luding purchased power expense, are $3,952,366 
and 1/0 of this amcunt, or l494,046, is the proper amount 
for the cash com�onent cf the �crking capital allowance. 

The next component of t he working capital allowance listed 
above is compensating bank balances. Staff witness Carter 
included $1'26,780 in compensating bank balances while 
company witness Clammer did not include compensating bank 
balances as a compcnent of the �orking capital allowance. 
The Commissicn has consistently included compensating hank 
balances as a component of the allowance for working capital 
in recent rate proceedings and ijill include $426,700 in 
compensating bank balances as a component of the working 
capital allowance in this proceeding. 

The next comi=onent of the working capital allowance to be 
discussed is the deduction of aletage tax accruals. staff 
witness Carter deduct ed an amount of $316,995, which 
repres ents the average amount of tax accruals recorded on 
th>c! beaks during the test yeat. Company witness Clammer 
deducted an amount of $224,010, which represents the book 
amount of $316,995 less $92,98�, representing the average 
tax accrual ef fects of adjustttents to retail tax expense 
made by company witness Buchanan. Mr. Clammer later 
increased the deduction of average tax accruals to $427,666 
to recogni2e the average tax accrual effects of adjustments 
to taxes resulting from the proposed rate increase. 

The Co111missicn concludes that the appropriate amou nt to 
include as a deduction for avetage tax accruals is $3)6,995. 
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This is the amount of working capital which w as available to 
N ant aha la ducing the test yea� fi:om tax accruals. The 
Commission believes that adjusting tax accruals for the 
effects of accounting and pro forma adjustments and for the 
effect of the proposed rate increase is an undue refinement. 
The Commissi on has consistently deducted the took amount o f  
average tax accruals in deter�ining the allowance for 
working capital and will do sc in this proceeding. 

The final c omponent of the working capital allowance to be 
discussed is customer deposits. Co mpany witness Clammer 
deducted an amount of $184,009, which represents the average 
balance of customer deposits during the test year ., while 
staff witness carter deducted $f88,734, w hich represents the 
end-of-period balance of customer deposits. The Commission 
concludes that the customer dep osits component of the 
working capital allowance should te based on the end-of
period balance. The Ccmmissicr: has examined Nantahala•s 
response to item 5g of the iu.nimu m filing requirements 
concerning custcmer deposits. 1his information shows that 
the end-of-period balance of $188,734 is a more 
repr esentative level than the allerage balance of $184,009. 
During the period August 1975 tc December (975, the balance 
of customer deposi ts ranged from $1 88,057 to $192,527. This 
clearly demonstrates that for the purpose of determining a 
level of custcmer deposits �hich should be available to 
Nantahala in the future the end-of-period level of $188,734 
should be used, and the Ccamissi on conclu des that t he 
customer depos its ccmfonent of the working capital allowance 
is $188,734. 

The Commission concludes that, consistent with other 
recent rate case decisions, the formula method of 
determining the working capital allowanc e should be· used in 
this case. The Commission has examined all components of 
the working capital allowance and has made its determination 
regarding the proper amount of each comFonent as stated in 
the pr eceding paragraphs. The Commission concludes that the 
proper allowance for working caFital to be used in this 
proceeding is $973,393. 

EVIDENCE AND CCNCLUSIONS FCB FINDING OF FACT NO. 8 

Company witness Clammer and Staff witness Carter presented 
testimony concerning the representative end-of-period level 
of operating revenue. The following chart sets fort h t he 
end-of-period revenue recommended by Company witness Clammer 
after giving effect to his retuttal testimony in which he 
proposed a reduction cf $147,343 in purchased power clause 
revenue and the end-of-period revenue recommended by Staff 
witness Carter after eliminating the overstatement of 
revenue caused by an error in the August purchased power 
clause adjustment factor which l!r. Cacter agr eed to on 
cross-examination. 



B�TES 

Sales of elect ricity 
Other operating revenue 

Total operating revenue 

Company 
Jiitness 
ilM� 

$8• 887, llll2 
___ 55 ,89.§. 
!8,943,340

Staff 
Witness 
farter_ 

$9,317,705 
__ 54,689 
$9, 372

,.
394 
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There is a $429,054 difference between the end-of-period 
revenue amount testified to by the witnesses. The $429,054 
diffe·rence is comprised of the following items: 

I • 

2. 

Difference in amount reccmmended 
for annualization factcr ex 
growth adjustment 
Difference in adjustment reccmmended 
to annualize purchased ECWer 
adjustment clause r evenue 

Total 

Amount 

$163,853 

_;/_65 ,2Ql 
$429,054 
======== 

The first item the Commission �ill discuss is the $163,853 
difference in revenue resulting from the different methods 
used by the two witnesses to annualize revenue to an end-of
peciod level. Company witness Clammer increased revenue by 
$196,631 to arrive at his annualized end-of-period revenues. 
By applying Mr. Clammer•s met hodology to the revenue after 
giving effect to his proposed decrease in cevenue on 
rebuttal, the adjustment required to annualize revenue to an 
end-of-period level i s  !J93,315 [ ($8,897,308 - $147,343) x 
2.21%]. The 2.21% represents the increase in end-of-period 
retail customers cvet" average retail customers during the 
test year. staff witness Carter increased revenue by 
$357,228 to arrive at his annuali2ed end-of-period revenues. 
Mr. Carter based his end-of-period adjustment in part on 
Staff witness Bumgarner•s testimony. Mr. Bumgarner 
determined that, if the c ustomers at the end of the test 
period had been on Nantahala's system the entire test year 
and if the increased usage per cu�tomer experienced ducing 
the test year had been annualized, Nantahala would have sold 
an additional J 3,090,548 KWH cf electt"icity. He testified 
th�t Nant ahala would have collected $241,731 in additional 
revenue under base rates ft"om the sale of the additional 
13,090,548 KWH. · Staff witness carter testified that 
Nantahala would have received $115,497 in additional revenue 
under the purchased FOWet" c]aUEe based on the sale of the 
additional J 3,090,548 KWB. Mr. carter's adjustment of 
$357,228 is composed of the $241,731 inct"ease proposed by 
witness Bumgat"ner and the $115,497 increase in purchased 
pow�r clause revenues proposed ty himself. 

The commissicn concludes that the 
the annualized level cf revenue used 
Cartet" and Bumgarnec is the proper 

mathod of determining 
by Staff witnesses 

method to use in this 
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proceeding because it reccgnizef the increase in customer

usag� and customer growth while Mr. Clammer's method only 
considers customer growth. The Sta ff witnesses' method of 
d etermining additional KWB sales tased on the actual growth 
in the number of custc!l'e_rs and increased usage per cu·stomer 
dur-ing the test year· and t he pricing of these additional K'RH 
based on existing rates is a note reliable annualization 
method th an Mr. Clammer:'s methcd of increasing actual test
period revenue by ·the percentage �rowth in the number of 
cu.sto m ers during  the test year. Mr. Clamme r's method fails 
to recognize any increase in revenue res ulting from 
increased KHH us age per c ustome:rs- during the test year. 

The Commission concludes that the method used by Mr. 
carte r to de termine the adjustment required to annualize 
r evenue to an end-of-per;i.od level should be adopted in this 
proceeding. However, the commission does not accept the 
dollar amount of 11r. Carter':!: adjustmant. In determining 
his revenue adjustm ent, tlr. carter used an additional 
purchas ed power expense of .$2E9, 971 associated with the 
additional 13,090,548 KWH. The $269,971 amount was provided 
by Staff witness Williams. 'Ihe proper adjustment to 
purchased power expense is $164,749, which is discussed 
un1er Evidence and ConcJ.usior.s fer Finding of Fact No. ·g_ 
By substituting $1�4:, 749 for the $269,971 amount use d by 
witness Carter, the adjustment to a nnualize revenues to an 
end-of-period level is· $320,166. 'Ibis adjustment is 
composed of base rate revenue of $241,731 and purchased 
power clause revenue of $79,037. The amount is calculated 
using the base rates and the purchased power adjustment 
clause in effect during the test year. The purchased power 
clause reve nue will be adjusted and is d iscussed in the 
succeeding paragrafhs of this section. 

The next difference listed atcve ccncerns the appropriate 
ent1-of-period level of purchased fOWer clause revenue. Both 
witnesses are in agreement that the actual retail purchased 
p ower adjustn:ent clau·se revenue duri.ng the test year was 
$539,61j.2. Staff witness Car ter increased this amount by 
SJ.I 7,858 to state purchased pcwer adjustment clause revenue 
at $657,500 on an end-of-period basis. Mr. Carter testified 
that he annualized purchased power clause revenue based on 
N.antahala's current purchased pc"er adjustmen t clause, teSt
period retail KWH sale s subject to the .purchased power
clause, and the Oecemter !975 level of purchased power cost.
Mr. carte r recomputed the monthly fUrchased po�er adjustm ent
clause factor for each month of the test year based on the
purchased p ower cost for the rrcr.th cf December 1. 9 75. Based
on these "t'<'!computations, Mr. 'Carter testifie d that if the
December 1975 purchased power rates had teen in effect the
entire test vear Nantahala would have received an additional
$117,858 in Purchased power adjustment clause revenue. On 
cross-examination, !'Ir. Carter testified to the Effect t hat 
the a.mount of his rec cm mended adjustment would be 
appropriate only if the current purchasEd power adjustment 
clause were to remain in effect ir. the futurei however, if 
the curre nt purchased p ower-adjustment clause is cha nged, 
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the dollar amount of the adjustoent would te different. Mr. 
Carter testified as follollls: 

"I was not necessarily determining end-of-period 
level of purchase power revenues on this schedule. 
What I was doing is determining vhat the purchase 
power revenu�s would have teen Dased on the formulas 
used during the test pe�icd based on December, !975, 
purcha se power costs. Now, what I would recommend 
that the commi ssion do in this proceeding is whatever 
base that they decide they want to include in the 
purchase power claus e, multiply that tase times the 
test period retail KWH sales, and adjust revenues to 
that figure, because in the future, assuming that the 
Commission in this �roceeding, changes the purchase 
power clause •••••• all these revenues that they have 
been receiving under the purchase pover clause 
probably is going in the basic r ates from then on 
out. 11 (Vol. VIII• Pages 25 and 26) 

company witnesses Buchanan and Clammer did not make an 
adjustment to purchased power clause revenue i n  their direct 
testimony and exhibits. although Mr. Buchanan did mak.e an 
adjustment increasing purchased power expense. On rebuttal 
testimony, Hr. Clammer proposed an adjustment decreasing 
actual test-period purchased 1=cwer clause revenue b y  
$147,343. This results in  end-of-perio d purchased power 
clause revenue of $392,299 ($539,642 $(47,343). Hr. 
Clammer testified that $392

.,
299 is t he end-of-period amount 

of purchased power clause revenue after eliminating from the 
formula paver purchased fer and sales to the Head 
corporation during the period November 1973 through December 
1974. Hr. Clammer testified that during the test year all 
monthly purchased pcwer adjustttent clause factors were 
computed using purchases of pow er for and sales of 
electricity to the Mead Cocporation, which discontinued 
operations in Nantahala's territory in January 1975. Hr. 
Clammer further testified that after the test year the 
purchases of power for and sa les of electricity to the Mead 
Corporation would not be includEd in determining the monthly 
purchasEd pcwer adjustment clause factors and that omission 
of the purchases of power fo r and sales of electricity to 
the Mead corporation vould reduce the monthly purchased 
power adjustment clause factors from the test year levels. 
thereby decreasing purchased FCWer clause cevenue on an end
of-period basis. 

The Commission has carefully examined the direct 
testimo ny, exhibits, cross-examination, and rebuttal 
testim ony concerning the api;i:q:riate level of purchased 
power ciause revenue. The Commission concludes that neither 
the adiustment prcposed by Coepany witness Clammer nor th e 
adjustment proposed by Staff witness Carter is appropriate 
in this proceeding. '!he current base rates of the Company 
ar� designed to recover purchased power costs of .222928¢ 
pP.r K\rlH. This same atl!ount is the base in the current 
pucchas<;d power clause. '!he annualized .level of purchased 
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paver cost is .436870¢ per KWE (Nantahala Williams Cross 
Examination Exhibit No. I J. The annualized level of test
period KWH sales is 390,122,456. Re believe that the proper 
level of purchased povet clause revenue should be determined 
by deducting the pcver cost pee KWH of .222928¢ from the 
adjusted test year level of .436870¢ per KRB. This 
difference of .2J3942¢ pe r KHH multiplied by the annualized 
test year KWH sales of 390,122,456 is equal to the proper 
end-of-period level of purchased paver revenue of $834,636. 
If we deduct the actual test year level of purchased power 
revenue of $539,642 from the $834,636, we arrive at a 
difference of $294,994, which is the increase required to 
state purchased power revenue on an end-of-period level. It 
is appropriate to match purchased power clause revenue vith 
purchased paver expense if the tase of the purchased power 
clause is cha ngea because Nantabala vi11 be collecting 
through its base rates revenue which was previously 
collected under its purchased pcver clause. There vill be 
no lag in collecting this amount of revenue. The end-of
period level of K'RH sales after the annualization adjustment 
is 390,122,456, ccnsisting of actual r etail KYH sales of 
371,031,908 plus a KWH annualization adjustment of 
13,090,548. The CommiSsicn ccncludes tha t the increase 
required to bring annualized purchased power revenues to an 
end-of-period level is $294,994. This compares with the 
increase proposed by Hr. Carter of $233,355 ($772,997 
$539,642) and the decrease proposed l:y Hr. Clammer of 
$138,673 ($539,642 - $400,969) .. 'lhe end-of-period level of 
purchased power revenue included by Hr. Car ter is shown 
below: 

Purchased paver ccst recovered under 
purchased power clause: 

Carter Exhibit I, Schedule 3-1, revised 
Carter Exhibit I, Schedule 3, revised 
($357,228 - $241,731) 

Total 

$657,500 

-11.:2, qg7 
$772,997 
======== 

The end-of-peri od purchased power revenue included by Hr. 
Clammer is shown belo�: 

Purchased power cost recovered under purchased 
povei; clause (Clammer Rebutt al Exhitit) 
Growth adjustment ($392,299 x 2.21i) 

Total 

$392,299 
8 670 

$400,969 

Based on the discussion of the evidence presented in this 
proceeding, the Commission c oncludes that the apptopriate 
level of operating revenue on an end-of-period basis is 
$9,434,033 ($9,372,394 t $834,636 - $772,99�. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 9 

Company witness Clammer and Staff witness Carter presented 
testimony and exhibits concerning the operating revenue 
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deductions which they believed should 
Commission for the purpose of fixing 

be used by 
rates in 

each vi tness proceeding. The amounts claimed by 
summarized as follows: 

Purchased power expense 
Other operation and mainte-

nance expenses 
Depreciation 
Taxes other than inccme 
Income taxes 
InterP.st on customer aeposits 

Total 

Company 
iii tness 
Cl.@fil_g_!; 

$( ,570,849 

3.878,880 
J.261,176

887,228
294,991

----�!11 
!7,901,127

Staff 
Hi tness 
£._g_!;'.ter_ 

$1,806,855 

3,944,458 
1,233,907 

913,074 
340,159 

7 908 
$8,21'6,36] 

====-=---= ===---==== 
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the 
this 
are 

There is a $345,234 difference between the le�el of end
of-period operating revenue deductions testified to by the 
witnesses. The $345,234 difference is comprised of the 
following i terns: 

1 • 

2. 

3. 

4. 

5. 

6. 

Difference in amount recomIDended 
for annualization factor, er 

growth adjustment 
Adjustment by Staff witness 
Carter to increase pensicn expense 
Adjustment by Staff witness 
Carter to increase grouF insurance 
expans e  
Adjustment by Staff witness Carte r 
to increase interest on customer 
deposits 
Adjustment by Staff witness Carter 
to increase gross receipts taxes 
expense 
Difference between state and· 
Federal income tax expense result
ing from differences 2 through S 
atove, the deduction cf different 
amo unts of interest expense, and 
the use of a diffe1ent a�ount for 
the Federal surtax exemption 

Total 

Amount 

$19•,186 

34,Q30 

24,814 

78 

15,912 

The first item the Commission will discuss is the $19Q,(86 
difference in operating r evenue deductions resulting from 
the different methods use d by the two witnesses to calculate 
th?. annualization adjustment. company vitness Clammer 
increased operating revenue deducticns by $176,923 to a rrive 
at his annual ization adjustment. Hr. Clammer increased his 
ad,iusted operating revenue deductions, with the exception of 
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income taxes and prcperty taxes, by multiplying the adjusted 
balances by 2.2f%. The 2.21% represents the increase in the 
numb�r of end-of-period retail customers over average retail 
cust omers during the test year. !'lr. Clammer did not make an 
annualizati on adjustment to p roperty taxes. He made a 
dirl=.'ct cal�ulation of State and Federal income t axes based 
on his annualization adjustments to revenue and operating 
revenue derluctions. Staff witness Carter made an 
annualization adjustment.of $371,109 to operating revenue 
deductions. To annualize transmission and distribution 
expenses, l1r. carter multiplied the adjusted test-period 
cost per KWH sold by the additional KWH sales a ssociated 
with the annualization adjustment proposed by Staff witness 
Bumgarner. !'Ir. Carter testifiEd that he increased customer 
accounts expense, sales expense, administrative and general 
expenses, and payroll and excise taxes on the basis of the 
2. 21% increase in end-of-period retail customers over 
average retail customers durin g the test year. Mr. Carter 
further testified that the increase in purch ased power 
expense o"f $269,971 a ssociated with the annualization 
adjustment was provided to him by Staff witness Williams and 
wa..� based on the ccst which Nantahala would have had to pay 
for the additional KWH if it had been p urchased during the 
test year. Mr. Carter further testified that bis 
annualization adjustments to grass receipts tax and State 
and Federal income taxes were made by direct calculation 
resulting from annualization adjus tments to oper ating 
revenue and expenses. 

The Commissi on conc1udes that the method of determining 
th� annualized tevel of operating revenue deductions used by 
Staff witness Carter is the proper method to use in this 
proceeding. !'lr. Carter's metho d of deter mining the increase 
in operating revenue deductions recognizes that some 
operating expenses vary with the number of customers an d are 
not affected by the number of KWH sales while other 
operating expenses vary with the volume of KWH sales instead 
of a change in the nu�b�:r cf customers. Although the 
Comm i ssion ag-rees with Mr. Carter's method of determining 
the increase in operating revenue deductions associated with 
the annualization a djustment, the Commission does not agree 
with the amount of $371, I 09. In determining his increa se in 
operating revenue d€ductions ass ociated with the 
annualization adiustment, Mr. Carter used an amount of 
$269,971 for purchased power expense, which was furnished to 
him by Staff witness Williams. The Con:mission concludes 
that the increase in purchased pcwer expense associated with 
the annualizat.ion adjustment is $184,749,- based on an end
of-period purchased power cos t of • 436870¢/KWH (Nantahala 
Williams Cross-Exaininat ion Exhibit I). Also, Mr. Carter's 
recommended adjustment to gross receipts taxes will have to 
be de creased because under Evidence and Conclusions for 
Finding of Fact No. R, the Commission reduced Mr. carter's 
recommended annualizat ion adjustment to revenue. 
A.dditionally, state and Federal i11come taxes will have to be 
increased following the Commission's' Findings concerning t he 
annualization adjustments to revenue, expenses, and gross 
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receipts taxes. The Co mmiSsion concludes that the 
appropriate in crease in opet"ating revenue deductions relat ed  
to the annualization adjustment is $309,745, or $61,364 less 
than the amount included by Hr. Carter. The $61,364 
renuction is caused by the follcving items: 

A. 

B. 

c. 

D. 

Decrease in purchased paver exp ense 
($269 ,97( - $(84, 749) 
Decrease in gross receipts taxes 
($357,228 - $320,768) X 6, 
Increase in Federal and State 
income taxes: 

(i) Dect"ease in revenue,
discussed under Evidence
and Conclusions for Finding
of Fact No. 8
($357,228 - $320,768) $ (36,460) 

(ii) Decrease in purchased pcver
cost (Item A)

(iii) 
85,222 

Decrease in grcss �eceipts
taxes ( Item B)

Subtotal 
__ £ . .!.!!!! 

50,950 
(iv) Combi-ned state and .Eederal

(V) 
Total 

income tax rate
Increase in income taxes

$ (85,222) 

( 2,188) 

ThP. Commission will now discuss the adjustments to pension 
and insut"ance expense. Mr. Carter testified that he 
incceased pension expense by $34,430 and insurance expense 
by $24,814. He testified that these adjustments were based 
on the number of employees during the test year and the 
c ontribution rates effective January I, 1977. 

The Commissi on concludes that these two adjustAents 
pro posed by Mr. carter are proper and shoul d be recognized 
to[ rate-making pu·rEoses in this proceeding. These 
increased contribution rates are currently being paid by 
Nantahala and are appropriate adjustments under G.S. 62-
133 (c), which st ates as fellows: 

" ••• The test period shall ccnsist of J2 months' historical 
operating experience prior to the date the rates are 
propo sed to  become effective but the Commission shall 
consider such relevant, mater ial and competent evidence as 
may be offered by any pa_r ty tc the proceeding tending to 
sh Ow actual changes in costs, .revenues or the value of the 
public utility's property used and useful in providing the 
secvice rendered to the public within this State which is 
based upon circumstances and eVents occurring up to the 
time the bear·ing is cl�sed." 

The next item the Commissioh will discuss is the $78 
adjustment made by Staff witness Carter increas ing the 
interes·t expense on customer dei:osits. Mr. Carter testified 
that the $78 adjustment was based on the end-of-period level 
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of customer deposits and the effEctive interest rate accrued 
on customer deposits during the test year. In determining 
the allowance for working capital under Evidence and 
Conclusions for Finding of Fact No. 6, the Commission 
discussed the merits of including averag e customer deposits 
versus iooluding end-of-period customer deposits as a 
deduction. The co�missian concluded that the end-of-period 
balance should be deducted; therefore, the Commission 
con cludes t hat Mr. carter's adj�stment of $78 is appropriate 
since it is based on end-of-period customer deposits. 

The Commission vill now discuss the $15,912 differenc e in 
qross receipts tax exi:ense. The difference of $15,912 
results solely from the $265,201 difference in purchased 
power clause revenue as recommended by the two w itnesses, 
excluding the annualization adjustment, as was discussed 
under Evidence and conclusion!: fc:c Finding of Fact No. 8. 
rtr. Clammec testified that the end -of-period level of gross 
receipts taxes, exclusive of the annualization adjustment, 
was $520,38!. Hr. carter testified that the amount was 
$536,293. Th e Commission does not agree with either of 
these amounts. The Commission Yill compute the appropriate 
adjustment to gross receipts taxes. Under Evi dence and 
Conclusions for Finding of Fact No. 8, the Commission 
concluded that the end-of - period level of purchased power 
clause revenue to be included in test year operations was 
$834,636, which is $61,639 more than the amount included by 
Staff witness Carter.. 'Ihe Commission concludes that all 
additional adjustment of $3,698 ($61,639 x 6�) should be 
made to gross receipts taxes recommended by staff witness 
carter. The Commi ssi on concludes that the appropriate end
of-period level of gross rece ipts taxes on t he adjusted 
test-period revenues is $561,425. 

The final area of difference in the determination of total 
operating revenue deductions concerns the amount of test
period state and Federal inccme tax expense before the 
annualization adjustment. Company witness Clammer testified 
that th e end-of-period level cf State and Federal income 
taxes was $278,863 while Staff witness carter testified that 
the level was $354,677. The vitnesses 1 income tax amounts 
were different because different levels of operating revenue 
and operating revenue deductions were claimed by each 
witness in computing taxable inccme.. These differences in 
operating revenues and operating revenue deductiOns have 
previously been d iscussed and tte Commission does not deem 
it necessary to �ecapitulate these differences .. In addition 
to the proper amounts of operating revenue and operating 
revenue deductions to be considered in arriving at taxable 
income, there are two items vbich must be considered. The 
first item is interest expense vhich the Comm ission will nov 
d iscuss. company witness Clammer and Staff witness Carter 
each used a different amount of interest expense as a 
deduction in arriving at taxable income. company witness 
Clammer used an amount of $700,259 while Staff witness 
carter used an amount cf $728,144. The second item of 
difference is the aBount of Federal surta� exemption used by 
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each witness in computing Federal inco me taxes. Company 
witness Clammer used an amcunt of $6,255, which is the 
retail portio n of $6,500, while Staff witness car ter used an 
amount of $12,991, which is the retail pcrt ion of $)3,500. 
The commiss ion concludes that the retail sur tax exemp ti on of 
$12,991 used by staff witness Carter is appropriate b ecaus e 
$13,500 is the Federal surtax exemption c urrently in effect. 
The Commission does not agree lriith either the $700,259 or 
the $728,744 amount of int er est exp e nse used by the two 
witnes ses. The Commi sSion co ncludes that $721,559, as 
calculated on Schedule II of this Order, is the proper 
amount of interest expense to use i n  the calculation of 
State and Federal income taxes. 

Th� Commission concludes that the proper amount of State 
inc ome ta xes i s  $59, 175 and Federal income taxes is 
$357,A42. The follcwing schedule sets fo rth th e State and 
Federal income tax calc ul ations: 

Line 
_No. 

I • 

2. 
.1. 
4. 
s. 

A. 

9. 

10. 

J;tem 

Operati ng inco111e before 
income taxes and fixed 
charges (Schedule I) 
Add: Normal depreciatiou 
Deduct: Fixed charges 
State taxable income 
State inco me t ax 
(Line 4 x 6'1} 

Federal taxable income 
Federal i ncome taxes 
(Line 6 x 48� - $12,991} 
Less: Investment tax credit 

amortization 

____ Amoun,,t��--
St ate Federal 
-w-

-(bl--

$1,609,355 
98,448 

___ 7£1..,552 
_-2..§.!!.L24� 

$ 59, 175 
========== 

$1,609,355 
192,098 
721,559 

___ 5.2,_ill 
_l.,_020.719 

Deferred income taxes -

476,954 

19,295 

___ _2h.fil.1 
$ 357,842 

prior years 
Federal income taxes, net 

The Ccmmission concludes that the appropri ate level of 
retail operating i:evenue deductions, i ncluding the 
annualization adjustment, is $8,241,695 whic h inclu des 
purchased power expense of 11,721,633, other operating 
exoenses of $3,944,458, depreciation expense of $1,233,907, 
interest on customet: deposits o f  !7,908, taxes other than 
income of $916,772, State inccme taxes of $59,175, and 
Feder al income taxes cf $357�842. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. f0 

The following charts summarize the gross revenues and the 
rates of return which the Ccmpany shoul d have a reasonable 
opportunity to achieve, based upon the increases approved 
herein. such charts, illusti:ating the Company's gross 
revenue requirements, incorporate the fin dings, adjustments, 
and conclus ions herein made by the Commission. 
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SCHEDO!E I 
NANTAHALA FOWEB ANt LIGHT COt!PANY·, 

DOCKE'I NO. E-13, SUB 29
. NOBTH CAROLINA RETAIL OPERATIONS 

STATEHENT,OF RETURN 

TWELVE rMONTHS �NDEC CE.CEMBER 31, 1975 

Q._£erati�venue: 
Sales of electricity: 

Base rates 
Purchased power 

clause revenue 
other operating revenue 

Total ope.t"a ting 
revenue 

O�ratinq Ex�enses: 
Purchased power 
Production 
Tran smi ssio n 
Distribution 
Customer Accounts 
Sales 
Administrative and 
general 
Interest on customer 
de.po� ts 

Subtotal 

Oepreciatio n 

!lles Other Than Income: 
Gross receipts taxes
Pa_yrcill 
Property taxes 
Excise and other taxes 

-Total taxes other
than income

Tot-.al operating 
expenses 

Operating income before 
income taxes 

State income taxes 
Federal income' taxes 

Total income taxes 
Net operating inccme 

for return 

Present 
_!!�_!_§§_ 

834,637 

Increase 
AoprQ!ed 

(834,637) 

After 
Approved 
Inc,;,g� 

__ j.iz689 ----- ____ 54,689

I, 7 �I, 633 
5€6,3U8 
215,279 

1,258,922 
5 03 ,3 77 

, 408 

t,3eo,12q 

_____ ].,_.2jlli 

_.2i.§1J.r.I22. 

_l.ci.I�..1�QI 

SEI ,425 
153,158 
169,528 

95,935 

1,721,633 
586,348 
215,279 

I, 25_8, 922 
503,377 

'408 

1,380,124 

7 908 

--1,.233,907 

___ JJ...§§1 -----

657,360 
15 3,158 
!69,528
32,661

�-21.L.112 95,935 --1,.012,707 

-1..<§C9_. 355 1,502,983 _3,.llb338 

59,175 
_ _Jll.,]-9] 
__ 4 .1LdU1 

90,179 149,354 
_678. l'!Ji __L.Q,35. 98]! 

768,325 --1LlJ!2.<342 

$I,! 92, 338 

!==�!!�!�! !=•�:::;,!::!!!



Investment in Electric 
Plant in ServicP. 
- lUP.c'tric plarit in

service
Less: Accumulated

depreciation 
Net investment in 

electric plant in 
service 

Allowance_for Woiking 
f�tl ta"J,, 

RAT::ES 

$46,)50,057 

Material and supplies 550,898 
Cash · 494 ., 046 
Average pi:epayments 7,398 
Compensating bank balances 426,780 
Less: Average tax accruals 316,995 

Customer deposits __ j§�i734 
Total working capital 
allowance __ 21]i.J..<ll 

Net investment in electric 
plant in service and an 
allowance for working 
capital $22,683,781 

Fair value rate base 

Rate of return on fair 
value rate base 

-=-======== 

45,880,885 
=========== 

2.60 

235 

$ 46, I so, 057 

�i. 439,§69 

55·0, 898 
494,046 

..,, 398 
426,780 
316,995 

___ l�J!...734 

__ 2.LhJ93 

$22 .,683,781 

45,880,885 

4. 20
=========== 
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SCHEDULE II 
NANTAHALA FOWER ANL LIGHT COMPANY 

DOCKET NO .. E-13, SUB 29 
NORTH CAROLINA BETAIL OPERATIONS 

STAiEMENT OF FETURN 
TBELVE MONTHS ENDED [ECEHBER 31, 1975 

Fair Value 
B,ate Ba§.!L 

Ratio 
__ !.__ 

Embedded 
Cost or 
Return on 
Common 
Egui ty '.l 

Net 
Operating 
Income 

Capitalizatio!! Present Rates - Fair Value Rate Base 
Long-term debt; 

Alcoa 
Wachovia 

Total debt 

Common egui ty 
(Including job 

development 

$ ?,882,607 
f,664.988 
9,547,595 

credits) $.32,,145,868 

Cost-free capital _ _!L1_87i.!!ll 

Total $45,880,885 f C0.00 

7.20 
9.25 

I. 46 

2.60 

$ 567,548 
__ l&Q.il 

721,559 

1-110, 779 

$),192,33B 

.!!?E.!Q.ved Rates -_Pair Value Rate Base_ 
Long-term debt: 

Alcoa $ 7,882,607 
Wachovia _ _lz.§§gi.2_88 

Total debt 9,547,595 

·ccmmon Equity 
(Including job

development 
credits) 32,145,868 

Cost-free capital_�!B7,42� 

Total $45,880,885 JC0.00 

7 .20 
9.25 

3.75 

4.20 

$ 567,548 
154.0ff 
721,559 

1 ., 205,437 

$1 ,926 ,996 

EVIDENCE AND CONCLUSIONS FOB FINIJNGS OF FACT NOS. 11 AND i 2 

Two witnesses testified on the subject of the cost of 
capital to Nantahala. Mr. Brennan, testifying foe the 
Company, stated that the cc�t of eguity to Nantahala is 
j 4.50%. This cost rate for equity when combined with the 
expected year-end 1976 capital structure (44.3% debt, 38.5% 
common equity and 17.2% cost-free capital) and the embedded 
cost of debt (including an adjustment for an expected 1977 
issue of additional debt) of 7. 74% produced an overall. 
return requirement of 9.01%. 
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Mr. Brennan's determin ation of the cos t of equity to 
Nantahala vas based on a study performed by him which 
included an analysis of the earn ings/price ratios of a 
number of individual fi rms a�d gr oups o f  firms as an 
indication of the cost of eguity to Nantahala. 
Additionally, Hr. Brennan r elied en a regression analysis to 
determine t he effect of the char-ging equity ratio of AT&T on 
that company's earnings/p rice ratio between 1965 and 1975 
and used the results to indicate a cost of equity to 
Nantaha la. 11r. Brennan also studied the financial ratios of 
a group of seven small electric utilities, interest coverage 
requirements, the bare rent theori, and achieved earnin gs on 
book ':!quity of regulated and nonregulated firms.. Hr. 
Brennan also calculated a cost cf cafital based on th e fair 
value figures which the CCrrfany offered. Based on the 
Compan y's es�ima te of fair value, he found the cos t of 
capital to ba 6. 66% (which im�lied a return to fair value 
common equity of approximately 7%). 

M.r. Ro senbeI"g, testifying fo r the Staff, reached somewhat 
different conclusions. He reccrr,111ended that the Commission 
adopt rat�s designed to produce a return in excess of 8.53% 
on the origi nal cost net investeent of the Company. This 
recommendation was based on the results of a s tud_y which he 
performed to make a reasonable estimate of the cost of 
capital to Nantahala. In his s tudy, He. Rosenberg used the 
actual capital structure at year-end 1976 adjusted to 
reflect the test year amount cf deferred taxes and Job 
Developme nt Credit . !his capital structure consisted of 
42.09% debt, 39.45% common equity, and 18.46'1, cost-free 
capital. 

The cost rate for debt use d by �r. Rose nberg was 7.56% and 
the cost rate used for the equity component was 13.55%. The 
cost rate used for dett reflected t he emtedded cost of the 
notes held by Nantahala 1 s parent corporation, Alcoa, and the 
like ly effec t of th e issuance of ad ditional long-term debt 
to fund the short-term debt outEtanding a s  of Decembet" 31, 
1976. The cost I"ate for t he equity compo nent was detet"mined 
by a study which !"II". Fosenberg made to determine the cost of 
equity to Carolina Pcwer and Light Company and Duke Power 
Company. In thi s study, Mr. Rosenberg applied the 
Discounted Cash Flow (DCF) technique to arrive at an 
estimated cost of equit y for each of these utilities 
separately and averaged the esti mated cost of equity for 
each company to arrive at an average cost of equity. This 
cost of equity when adjusted for the cost of issuing nev 

-equity securit i es was then felt bj Mr. Rosenberg to be a
reasonable cost of equity figuce on whic h to base rates
charged to the Nantahala's North Carolina retail cus tomers.

There �ece three main differences in the conclusi ons which 
were reached by the two wi tnesses. The fi r st was in the 
area of proper capital structure. Hr. Brennan used an 
g_xpected yP.ar-end I 976 capital structur e. �r. Rosenberg 
usad the ��l year-end 1976 cai:ital structure adjusted as 
noted above. Mr. Bre nnan•s testimony was filed in November 
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J 976 while Mr. Rosenberg's was filed in February 1977.
difference in filing dates �rcbably accounts for 
discrepan cy. 

This 
the 

The second difference concerns the embedded cost of debt. 
Mr. Brennan used a figure of 7.14% while Hr. Ro senberg use d 
7.'>6%. Here, as above, the difference seems largely to be 
one caused by the use of expected or anticipate d data by Hr. 
Brennan as opposed tc the actual data used by the Staff. 
Mr. Brennan allowed for the issuar.ce of $3,000,000 of new 
debt by tha company at a rate of 9. 25% early in 1977. Hr. 
Rosenberg allowed for the issuance cf only $(,850,000 in new 
debt in order to fund the �hcrt-term debt outstanding at 
year-end 1976. MI:'. Rosenberg u sed the same anti cipated cost 
i:ate for the new debt (9.25J) .as did Hr. Brennan so the 
difference be tween the 7.74% and 7.56% figures appears to be 
one of  a diffe rence in the amount of nev debt to be issued. 

The third difference is in the area of the required return 
on equity c apital (13.55% fer Mt. Rosenberg and 14.5% for 
Mr. Brennan). Although there was considerable difference in 
methodology employed, it appears that if Mr. Rosenberg's 
re commendation w e re adjusted to re£lect the same allowance 
for selling expenses and market pressure as Mr. Brennan's (a 
25t adjustment as compared to an 11% adjustment) the overall 
results would be similar. 

The choice of the fair rate cf return which the Company 
should be given the oFpcrtunity tc earn on its investment in 
thP. service of the re.tail customers of North Carolina is one 
which requires the utmost care ana the consi deration of all 
tacts of the case which pertain to this area. The cost of 
capital and the fair rate of return for a publi c utility are 

not to be found carved in stcce, neither can they be found 
by the mindle ss application of 2-.!!.I technique or formula; 
rather, the det ermination of the fair rate of return must be 
made using the Commissio11's judgment after analyzing the 
evidence presented. 

In t he instant case, the Conrrission was presented with two 
witnesses who spoke directly tc the issue of the cost of 
capital for Nantahala. Addit ionally, Mc. Brennan 
illustrat ed how hg would calculat€ the faic rate o f  return 
based on the Compa ny's 2.§.§.Y.!L§.Q rate l::ase. First, the 
Commission must make. a choice cf the capital structure on 
which to base the original ccst figures. Foe this purpose, 
we will adopt the capital structure as proposed by the Sta ff 
witnesses. This capital structure is composed of 42 .. 09S 
debt (including both long- and short-te rm i ssues), 39.45% 
common aquity and 18-46, cost-free capital. This appears to 
be a reasonatle capital st ructure upon which to base utility 
rate s and, as noted above, was the a ctual year-end 1976 
capital structure. The choice cf emb edded cost of debt will 
likewise be made by adopting the Staff's recommendation of 
7.56%. The determination of the reasonatle cost of the 
common equity investment is net as simple as the choice of 
the capital structure and emtedded cost of debt. The 
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nvidence i s  somewhat conflicting 
difference in the reccmmendaticns of 
be resolved as noted above. 

239 

even though much of the 
the t 1i1O vi t nesses can 

;1c. Brennan's testimony in this case 1i1as essentially 
similar to recent testimonies he fCepared and filed in cases 
involving telephone and gas utiliti es. The Commission has 
found fault with his a sseLtions in these cases and must do 
so again. That the same charts, figures , and schedul es 
apply to all utilities, gas, telephone, or electric, large 
or small, with equal weight is c;uestionahle. Undoubtedly, 
many of these exhibits illustrate conditions in the capital 
marke ts, but so man y of them end vith the year 1975 t hat it 
is doubtful that they a re illustrative of present 
con11itions. Mr. Brennan's use of the earnings/pri ce ratio 
as a 11 partial 11 cost of equity cannot tie accepted. He noted 
that it ignores the expected growth in the earnings of th e 
firm but he did not demonstrate satisfactorily how to 
include the growth in his calculations. His reliance on a 
regression analysis performed an AT&T which admittedly 
ignored many important factors (interest rates, for one) 
cannot be accepted as ne cessarily valid for AT&T and 
certainly not for Nantahala. 'lt.e sh eer n umber of techniques 
vhich he used and the difference in results which he got 
along vith the �Q h£2 adjustuents vhicb he made make 
acceptanc e of his recommendations untenable. 

Mr. Rosen b erg attempted to apply the DCF technique to the 
tvo major North Carclina based electric utilities in an 
effort to determine a reasonable cost of equity for 
Nant ahala. While we feel that his liOrk in this area was 
well inte ntioned and that his conc lusion that the cost of 
equity to the se tvo firms (average 12.67%) probably lies 
within the zone of reasonableness, we cannot be bound by his 
recommendation of 13.55%. The recommendation was based on 
an allowance for an JI% preitium in the projected market 
price to book value ratio of Nantahala (if it were traded on 
the securities markets) to account for the likely costs of 
issuing additional equity. Were the Company in the process 
or even contemplati ng such new issues, this migh t be a 
reasonable adjustment. 

Since the Company does not appear to be contemplating such 
a move, this adjustme n t  seems ta le unneeded. We are not 
saying that because the Comrany does not plan to raise 
additional equity capital it  should be forced to earn less 
than a fair rate of return; rather, we are saying that to 
allow the Company to recover costs which neither Applicant 
nor the Commission believes it �ill incur, would needlessly 
burd en the r atepayers of Nantahala and result in a rate of 
return in excess of that vhicb 1i1e deem fair. We believe 
that if the company were able to earn a return of J3% on its 
book common equity, it would te alle to meet its obligations 
to its inve stors and the rate-faying public in accordance 
with G.S. 62-i33(b) (4). 
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The Commission believes that Nantahala is unique among the 
electric utilities it must regulate. Nan tabala is insulated 
from many of the risks associatEd with the electric utility 
industry and this tends to reduce the risk to a potential 
investor. The Company buys its excess paver needs from TVA 
and, thus, does not require 111a.ssi ve sums of capital for 
construction of generating facilities. Further, Nantahala 
is permitted to recover any increased cost of this purchased 
power through the purchased i:cwer cost adjustment clause 
approved herein. The Commission lelieves that these factors 
are significant and sui:port the return to Nantahala which 
the Commission is herein approving. 

When the fair value increment of $23,197, (04 is added to 
the equity component of capital, the fair value capital 
structure which supports the rate tase becomes 70.06% common 
equity, 20. 81 % debt and 9. 13% ccst-free capital. By using 
these weightings and the ahcve embedded debt cost f igure 
(7.56i), the Commission concludEs that a return of !J.20% on 
the fair value of Nantahala's investment in service to the 
retail customers in Ncrth Carolina is just and reasonable 
and that rates should be set so as to allow the Company the 
reasonable opportunity to earn that return. This level of 
return translates into a return of 3. 75% on the equity 
component of fair value and a 13.471 return on the original 
cost or book equity of the CoDpany. 

In setting the return on rate base at this level, the 
Commission has considered all the·relevant evidence on this 
matter and concludes that the return al.loved 'here vill 
fulfill both the letter and the spirit of the lav. As the 
supreme court ot North Carolina has sa id: 

"In this state the test of a fair rate of return is that 
laid down by the Su preme cour t of The United States in 
Bluefield Water Works & Iinp:o'lleme nt Company vs. Public 
service Commission cf State of ti:est Vicginia, 262 U. s. 
679, 43 S. Ct. 675, 67 L. Ed. 1176; that is, if the 
company continues to earn such a rate of return, vill it 
be able t o  attract on reascnab le teems the capital it 
needs for the expansion of its service to the public: 
See, G.S. 62-J33(h) (4) • 11 State fil rel. Utilities 
Co!!!!!!ssion .!§• �Q£9J!.!!, 278 N. C. 235, 238 (1971). 

Th e test then is not one of the absolute percentage rate 
of return allcwed but of the effect. If Nantahala earns 
4.20% on the fair value of its investment in service to its 
North Carolina retail custoaers, vill it be able to 
discha rge its duties to its investors and the rate-paying 
public? The Commission belie'lles that it will an d that the 
weight of the evidence support� this conclusion. 

EVIDENCE AND CONCLUSLCNS Fon �INDING OF PACT NO. 13 

Both Nan tahala and Commission Staff witnesses testified 
concerning the need for a purchased power cost adjustment 
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clause. such a clause is a �ethod by vhich both Hantahala 
and its customers can be protected from changes in the price 
of paver purchased by Nantahala from TVA. 

The proposed formula, which is an improvement over the 
clause currently being used, is of the same general type as 
the formula adopted by the ccnmission in proceedings for 
rate increases based solely on the cost of fu el pursuant to 
G.S. 62-134(e). The pass-through of changes in purchased 
power costs to Nantahala•s customers is appropriate vhen 
closely monitored because purchased paver rep resents a large 
portion of Nantahala's total exi;et:ses, is subject • to wide 
cost variations, and is largely teyond Nantahala' s· control. 

The base unit cost for purchased paver contained in the 
company's initial application �as .403201¢/K�H based on the 
test-period operating experience. Subsequent to that 
filing, Nantahala•s accounting procedures were modified to 
include as a purchased po�e� expense certain facilities 
rental charges which had been previously recorded in a 
transmission expP.nse account. 1he Commission concludes that 
thP. proposed purchased power adjustment clause vith a base 
cost level of 0.409234¢/KWH is a just and reasonable rate 
and an appropriate method by which Nantahala can recover a 
part of its reasonable operating expenses and, at the sa■e 
time. avoid the result cf having the Company recover this 
cost both as a transmission expense item and a purchased 
paver cost item. 

The Commission also concludes that the purchased power 
cost adjustment clause should bE closely monitored to ensure 
the accuracy and efficiency cf the cost pass-through 
procedure. In thi s regard. Nantahala should te required to 
submit monthly reforts to the Cc■mission including data on 
TVA's rate s. amounts of purchased paver. purchased power 
expenses. revenues recovered puisuant to the purchased paver 
cost adjustment clause, and the computation of the purchased 
power adjustment fact or fer each billing month. 

EVIDENCE AND CONCLUSIONS FOF FINDING OF FACT NO .. 14 

Staff witness Bumgarner testified as to the service 
conditions o n  Nantahala •s systeu-. He testified that of 11 
locations vh ere service vo ltage was monitored, seven of 
these were fcund to be outside the Commission's prescribed 
tolerances of 114-126 volts.. Hr. Jantz testified under 
cross-examination that be vas nov aware of these conditions 
and that steps were being take n �o a ssure that these 
voltages would remain within the Commission's prescribed 
tolerances. He furth er pcinted out that the locations 
chosen for monitoring represented the most adverse 
conditions and that the 11easuiements 11ere made during 
severely cold weather. Hr. Bumgarner stated during cross
ex�mination that these conditicns were selected not to be 
representative but to indicate whether voltage problems 
existed on the system. He further stated on redirect 
examination that he believed that customers on the ends of 
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distribution lines desetved tle same quality of service as 
customers at the · beginning of the lines, and that the 
methods used in his tests were consistent vith his usual 
procedures. 

Public witnesses, testifying in the public hearing in 
Bryson City, appeared to be generally satisfied with the 
electric service although scattEt"ed complaints were voiced 
which the company agreed to investigate. further� 

In light of ·the above evidence., the Commiss ion concludes 
that the service provided by Nantahala is generally adequate
and x;eliable but that the CCupany should take steps to 
e nsure that a.ii residential service voltages cemain within 
I 14-126 volts. 

EVIDENCE AND CONCLUSIONS FO� FINDING OF FACT NO. 15

Sta·ff witness Bumgarner testified that Nantaha·1a sho u ld 
undertaKe load surveys cf its own for the purpose of 
developing demand cost aLlocaticn factors inst ea'd of using 
t hose developed by Carolina Pc�eI and Light Company. He
stated that climatic and customer mix differences, between 
the two companies should result in different usage 
characteris tics. 

The Commission was persuaded ty the testimony of wi�ness 
Bumgarner and thus concludes that Nantahala should take 
ste_ps to develop its cvn lea d surveys wh ich will more 
accura.tely reflect the· cost associ·ated· with its own, system. 
such a plan should be presented to the Commiss ion Staff 
within 90 days of the date of this Order. 

EVIDENCE AND S:ONC.LUSIONS EOF EINDING OF FACT NO; .16 

Nantahala currently prOvides electric service to its North 
Caro lina re ta i l customers under five rate schedules: 
Schedule R, Residential Service: schedule SG, Small General 
Service: Schedule LG, Large Genetal service; Schedule YL, 
Yard Lighting· Service: and schedule· SL, Street Lighting 
Service. In this do_cket, the CcmFany proposie:_d to mai nta in 
these five rate schedules; hoiie'iler, several slight changes 
in. rate des�g n were requested. 

Ln its proposed rates, Nantahala did not appl'y a uniform 
increase to e ach rate sch edule.. 'Ihe Company witness 
testified th at varying the levels of revenue increase 
between rate schedules had tbe effect of more nearly 
e'quali2inq · the rates of return among those rate classes. 
Thus, the Company's \riitness indica·ted th.it under the 
proposed rates, customers ,wculd pay closer to their actual 
cos t  of service than under the prese.nt rates.

Other ra·te des ign changes pIOfOSed by Nan tahala included 
minor mod ifications in the blccking of the residential 
schedule and the e li mination of the incandescent light ing 
option of the stre�t lighting schedule. Also, the Company 
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p roposed slight alterations in the wording of several of the 
terms and conditions of service in each of the rate 
s chedules. Finally, the pricir.g of the schedules were 
changed to reflect the level of revenues being reque sted in 
this docket. 

In addition to the rate design testimony presented by the 
Company, evidence was offered l:y the Commission Staff. The 
Staff's testimony includes an a dditionai adjustment in the 
alloca tion of the proposed revenue increase among rate 
schedules to affect a further reduction in the variation in 
rates of ret urn between rate classes from that proposed by 
the Company. The Staff alsc p.roi:osed several minor ch anges 
in the terms and conditions as i:roposed by the Company. 
Finally, the Staff ptOFOSed changes in the design of the 
residential and small general service rate sched ules. The 
Staff recommended that the residential rate te designed to 
include a s eparated cha tge reflecting the fixed customer 
component of cost and a reduction in the number of energy 
blocks in the rate for simplificaticn purposes. The Staff's 
witn ess testified that the customer component of cost is 
incurred even th·ough no energy is consumed, ana, thus, it is 
more appropriate to tecover this cost through a separated 
charge. The Staff propose d a charge of $5 pet month for all 
residential customers. The Staff made similar proposals for 
the small general service schedule. In that scheaule t he 
Staff recommended a customer charge of $5 per month for 
single-phase se rvice and $8 pet month for three-phase 
service. 

After review of th e rate design testimony, the commission 
is of the opinion that the adjust11:ents made by the Staff to 
Nantahala 1 s propose d rates for the purpose of reducing the 
variations in rates of return are appropriate. Further, the 
Commission concludes that a separately stated 11 Ba sic 
custol'ler charge" would more closely reflect cost occur-rence 
an1i should be incorp orat ed in the design of the residential 
and small general service rate schedules. However, the 
Staff's proposed charge of $5 per month for r-esidential 
customers would become the minimu11 monthly bill and would 
repres ent a large increase fto11 cutrent levels. This could 
have a significant impact on low income customer-s. For this 
reason, the Commission concludes that the residential rate 
s hould be designed to include a Basic customer Charge of $2 
per month for two-wire s ervice and $4 per month for three
vire service. The Basic Custcmer Char-ge for- the small 
general service schedule should be $4 per month for single
phase service and $8 per month for three-phase service. The 
Commission approves of the Staff's recommended changes to 
the terms and conditions proposed by the Company. 

Shovn in Appendix attacheC hereto is a list of rate 
schedules designed to q€nerate the level of total revenues 
approved by the Co&missicn in this Order and to incorpor-ate 
all of the changes in rate design that the Commission has 
concluded appropriate. The Cc11:mission is of the opinion 
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that the rate schedules in ipper.dix I represent just an d 
reasonable rates for Nantahala Fower and Light Company. 

EVIDENCE AND CONCLUSIONS FOB IIU!INGS OF FACT NOS. 17-20 

The Intervenors in this docket, including the Attorney 
General, raise questio ns whic h deal generally with the 
relationship between Nantahala and Alcoa and the 
relationship between Nantahala and Tapoco, which, like 
Nantahala, is a wholly-owned sutsidiary of Alcoa. The 
Int ervenors contend that Ta�cco enjoys the status of a 
public utilit_y and that, because of that public util_ity 
s tatus, the output of the generating facilities owned by 
Tapoco should be available to Eerve the using and consuming 
public i n  North CaI:'olina. In f act, there is a motion now 
pending before the Ccmmissic11, which motion was made by 
counsel for Intervenor Truett at the 1ast day of hearings. 
In that motion, Intei:venor Truett asks that the Commission 
require that Nantahala provid e information and data to show 
what a called-in cost of service would be if Nantabala and 
Tapoco are tceated as one utility and requests that 
reasonable rates be set basEd on this combined cost of 
service. 

The Intervenors also attack the reasonableness of the Nev 
Fontana Agreement, a contractual arrangement between TVA, 
Alcoa, Nantahala a nd Tapoco, 1hich provid es, among other 
things, for the coordinated operation of the power 
production and transmission facilities owned by TVA, 
Nantahala and Tapoco .. 'Ihe Intervenors c ontend that 
Nantahala gives up more than it receives under the Agreement 
and t hat Nantahala should be getting more than its presently 
apportioned share of the New Fontana Agreement entitlements .. 

The discussion of these issues is 
part, in th e rebuttal testiaoray 
Popovich and in the surrebuttal 
witness Simon. 

contained, for the most 
of Applicant witness 
testimony of Inter venor 

In his rebuttal testimony, �itness Popovich outlined his 
under standing of the Nev Fontana Agreement including the 
control and operation of eight Na ntahala hydroelectric 
facilities a nd four Tapoco hydroelectric facilities by TVA. 
Witness Popovich also discussed the interest of TVA in 
operating the hydroelectric facilities for flood control and 
navigation as \lell as for generating electricity. From his 
revi ew of the New Fontana Agceement, vi tness Popovich 
expressed the opinion that the Agreet!lent was an improvement 
over the situation that existed prio r ta the Agreement's 
execution. 

Witness Popovich explained the studies he has conducted of 
the storage capacity of the Fontana Dam and how that storage 
capacity affects the storage contributions which the 
Nantahala upstream storage facilities have on the downstream 
hydroelectric plants of Tapoco. His testiKony also included 
the procedures u sed in his study regarding the apportionment 



of entitlements between 
Apportionment Agreement, 
capacity entitlement, the 
deviation entitlement. 
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Nantahala and Ta poco under the 
incl uding a discussion of the 

energy entitlement and the peaking 

Witn ess Sim on testifi ed in surrebuttal on behalf of the 
Attorney General and Intervenor s Eryson City, Swain County, 
and Heney Truett. Witness Simcn ,testified concerning the 
methods by which Nantahala is compensated for its 
contribution of resources in the New Fontana Agre ement and 
the apportionment of capacity and energy betwe en N antahala 
and Tapoco under that Agreement and the resultant 
Apportionment Agreement. He inOicated that while he has 
made no study of· his own he believes the cost of secvice of 
Nantaha1a and Tapoco should be rolled-in because of vario us 
reasons cited in bis testimony. In general, witness Simon 
comments on the rebuttal testimony of witness Popovich and 
disagrees with, among o ther things, witness Popovich's 
evaluation cf Nantahala's p:iirary generating capa city 
contribution, witness Popovich's conclusion that a public 
utility cannot utilize secondary energy, Mr . Popovich's use 
of m edian energy available over average energy available in 
determining energy availability, and Mr. Popovich's be lief 
that Tapoco receives no dc•n�tream benefits from the 
upstream storage facilities owned by Nantahala. 

Based on the t estimony of witnesses Popovich and Simon, 
the testimony of other witnesses relating to these sam e 
matters and the numerous documents introduc ed into evidence, 
the Commission is of the c�ini ct, and thu s concludes, that 
the evidence in this Frcceeding is not sufficient to require 
the fa cilities of Tapoco and Nantahala to be combined or to 
warrant this Com1dssicn tc :require Nantahala to pr ovide 
information and data shoving what a rolled-in cost of 
service would be by treating Tapoco and Nantahala as a 
sing.le company. Acco rdingly, the Co mmission concludes that 
the motion by the Int ervenots that such a requirement be 
placed on Nantahala should be denied. 

Further, the Commission bas reviewed the testimony a nd 
documents celating to the New Fcntana Agreement and the 
Apportionment Agre ement and concludes that such evidenc e 
clearly demo�strates that those agreements are  as fair or 
fairP-r than any agreement Nantabala could have negotiated on 
its own and that the New Fontana Agreement and the resultant 
Apportionment Agreement ace just and reasonatle. 

The crucial question con cerning the relationship between 
Nanta hala a nd Tapoco is whether the corForations ar e so 
closely rela ted as to justify this Commission to pierce the 
corporate veil and hold the ccricrations to be one. The 
In tervenors reason that, since Alcoa is the parent 
corporation of both Nantahala and Tapoco, it is using these 
two subsidiary ccrpocations fot its ovn benefit to the 
detriment of the subsidia ries ana the using and consuming 
public. While Alcoa dces in fact own both Tapoco and 
Nantahala, this fact alone, and the other evidence in the 
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docket, fails to show that Alcoa has 111isused that position. 
In fact, the evidence reveals that Nantahala has pro vided 
the residents of Western North Carolina for many years with 
reliable electricity at a reasonatle cost. 

Witness Simon concludes in his testimony that Alcoa, 
Nantahala, and Tapoco are in reality one corporation, at 
least insofar as electric powe r supply matters are 
concerned. He reaches this conclusion based on the fact 
that all three corporations are signatories to certain 
agreements, t hat the genetating facilities of Tapoco and 
Nantahala are closely integrated, an d that each corporation 
can use the transmission facilities of the other. Even if 
all these factors are accep ted as true, they simply are not 
sufficient to justify this commission in disregarding the 
separate corporate identities of the subjec t corporations. 

Th� instant docket arose £rem an Application filed by 
Nantahala on November 3, 1976. That Application was filed 
in accordance with the laws of Ncrth Carolina and the Rules 
of this Commission. With the exception of the �ttorney 
General, no party petitioned to intervene in this  proceeding 
prior to the c all of the case tor hearin·g on March 15, 1977. 
�either Alcoa nor Tapoco were parties to this proceeding. 
While it is true tha� Intervenc1 lruett asked that Tapoco 
and Alcoa be made parties respondent in this proceeding, 
that motiort was not made until March 30•, 1977, almost five 
months after the filing of the Ap�lication and well into the 
evidentiary phase of the hearing. The Commission denied the 
request at the tim e it was «ade and doe s not believe the 
evinence adduced after the request was made warrants a 
reversal of that.ruling now. 

The commission is aware that the question of whether 
Tapoco is a public utility was raised in this proceeding. 
Howev er, the Ccmmissicn again nctes that Tapoco is not and 
never has been a party to this proceeding. Further, the 
Commission has concluded that the evidence in this case 
fails to support the contention cf th e various Intervenors 
that Tapoco (and Alcoa) and Nantahala at'e, in fact, one 
corporation. Accordingly, the Coumission doe s not be lieve 
that it is necessary or e ven frCfer to consider the question 
of whether Ta poco ·is a public utility in conjunction with a 
general rate case of Nantahala. 

The reasonableness or the New Fontana Agreement and the 
resultant Apportionment Agreement has been considered by 
this Commission on pcevious ccca sions. A review of those 
agreem ents and the testimony and documents related to those 
agreements in this p ro ceeding lead this Commission to the 
inescapable conclusion that the agreenents are just and 
r�asonable and result in benefits for the customers of 
Nan tahala. 

The New Fontana Agreement was executed to pi:ovide TVA with 
peaking power and additional energy and to "firm-up'' power 
available to Nantahala and TaFOCC. This benefits Nantahala 
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in that Nantahala 1 s generatin g capa_city is all hydroelectric 
and 11 firming--:up" is needed tc make Nantahala's available 
energy lass rlependent on stream flow conditions .. 

If Nantahala were operating outside the Nev Fontana 
Agi:eement, it would have assureil capacity of 42.6 MW.. Based 
on witness Popovich 1 s testimony, which the Commission 
accepts, the assured capacity available to Nantahala under 
the Agreement is mere than the assured capacity available 
absent the Agreeme nt. Additionally, Nantahal a also receives 
an associated enei:gy entitleaer.t of 41-1 average MY, the 
averag� amount of energy (Primary and primary equiv al ent of 
secondary) it would produce on its own under av.erage 
rainfall conditions .. Nantahala•s entitlement also includes 
a capacity allowance for 11 peaking. deviation" given to TVA by 
N'antabala. 

While the New Fontana Agr eerrent makes electric power 
available jointly to Nantahala and Tapoco, it does not 
specify what each of tbem is er.titled to receive. Prior to 
June I, lq71, Nantdhala took tl::e enecgy and capacity it 
needed to meet its public utility load with the excess going 
to Alcoa. As Nantahala's load grew, this excess became 
vii:tually nonexistent and it was necessary to apportio n the 
entitlements under the Nev Fontaz:a Agreement .. Consequently, 
the Apportionment Agreement was entered on June f, J 97 I, to 
appo rtion the power and energy avai'lable to Nantahala and to 
apportion the obligations cf Nantahala and Tapo co 
thereunder .. 

Under this Agreement, Nantabala receiv€s up �o 41 .. f MW of 
primary power and the assccia ted energy: 1.n addition, 
Nantahala receives up to 13 .. 2 Mi of peaking power, 6 .. 6 MW of 
which constitutes peaking power to which Tapoco would be 
11 en titled" except for this Agreement of the parties which 
states that Nantahala shall be entitled to this power in 
lieu of 1,522.5 HWH of deviaticr: ener:gy. Deviati on energy
is energy granted in return for the value of energy storage
capabilities of certain hydr:oelectric facilities. Tapoco 
receives all power: and energy available under the Nev 
Pontana Agreement that remain after Nantahala takes its 
11entitlecnents. 11 

The lo gic behind the Apporticnment Agreement is sound in 
that benefits are allocated tased on each company's 
contribution and with the �revision that Nantahala does no 
worse than it would operating ty itself. The Agreement 
apportions 47.7 MW of assured capacity to Nantahala, plus 
6 .. 6 3W of peaking deviation from Tapoco, ·in return for 
Nantahala•s share of peaking deviation energy. Tapoco 
receives 19-6 l''!W of assured capacity, 75 .. 0 MW of 
interruptible capacity r and 90.0 MR of cartailable capacity .. 

Nantahala contributes 41.1 Avg. MW of primary energy 
(adjusted), primary energy bein� defined as hydroelectric 
energy which is available ftcn continuous power. Tapoco 
contributes 86 .. J Avg. Mil of primary energy (adjusted) and 
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82.8 Avg. 11W of seccndary energy (intermediate grade -
adjusted), secondary energy being defined as all 
hydroelectric energy ether than primary energy, frequently 
limited to that portion of seccndary energy available over a 
specified percentage of time. The Apportionment Agreement 
by the Company entitles Nantahala tc 4J. I Avg. HW of primary 
energy and no secondary energy, secondary energy not being 
conside red suitable for public utility load becau se of its 
inconsistent availability. 1a�cco receives 81 .2 Avg. MW of 
high grade secondary energy (energy associated with 
interruptible capacity), 82. 8 Avg. MW of intermediate grade 
secondary energy (energy as.Ecciated with curtailable 
capacity), and no primary energy. 

The Commission is of the opinion, and thus concludes, that 
the Apportionment Agreement 11a.s done in a just and 
reasonable manner using sound engineering concepts, 
including the use cf the 11 largest unit out11 method of 
deriving the assured capa city contrib ution of Nantahala. 
Previous Commission Staff studies have indicated that the 
construction of additional generating capacity by Nantah ala 
to augment its existing resourcEs is economically unfeasible 
and would result in increased ccst tc the consumer. There 
is nothing in the record of this case which would support a 
different conclusion. Likewise, it does not appear that 
Nantahala could obtain a better arrangement in purchasing 
additional power from other utilit ies, in obtaining power 
from Tapoco since Tapoco power is not suited for a public 
utility load, or in negotiating individually with TVA. In 
short, the Commission concludes that the New Fontana 
Agreement and the resulta nt AfFcrticnment Agreement are just 
and reasonable and benefits Nantahala a nd its customers. 

1T IS, THEREFORE, OHDERED as follows: 

1. That Nantahala be, and is hereby, authorized to 
increase its North Carolina rates and charges to produce 
ad�itional annual gross revenues not to exceed $1,598,918. 

2. Th at the rate schedules attached hei-eto as Appendix
be, and the sa me is hereby, app1c1ed, effective on service 
to be rendered on and after the date of this Order. 

3. That the purchased power cost adjustment cla.U:se 
attached hereto as Apfendix 2 is hereby approved. 

4. That Nantahala shall file mcnthly with the Commission
sufficient information as to enable the Commission to 
det ermine th at the purchased power cost a djustmen t clause is 
being properly used. 

5. That Nantahala shall initiate plans to conduct its 
own cost of s ervic e study and shall file such plans with the 
Commission within 90 days from the date of this Order. 

6. That the motion by Intervenors to require Nantahala 
to provide information and data showing 111bat a rolled-in 
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cost of service would 
combined and to establish 
same is hereby, denied.

be if Nantahala and Tapoco were 
Iates en such basis be, and the 

ISSUED BY ORDER OP THE COMMI55ICN. 
This the 14th day of June, 1917. 

NOFTH CAFOLINA UTILITIES CO�KISSION 
{SEAL) Anne L. Clive, Deputy Clerk 

Note: Par Appendices I and 2, see official Order in the 
Office of the Chief Clerk. 
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BY THE COMMISSION: Co Ceceml:er 30, 1976, Virginia 
Electric and Power Company (hereir,after Vepco, the Company 
or Applicant) filed an application with the Commission for 
authority to increase its rates and charges in its service 
area to its retail customers. Vepco proposed to make the 
rates effective on or after Fetruary I, 1977. In its 
application Vepco r,ropcsed an additional annual increase in 
gross revenues of approximately $6,600,000 or 12.7% based 
upon the 12-month period ending June 30, j976. 

By Order issued January 12, IS l 7, the Commission declared 
the application to be a general rate case under G. s. 62-137 
and suspended the effectiveness of the proposed rates for a 
period of 270 days from the propoEed effective date and set 
the matter for investigatio n acd hearing� The Order of the 
Commission further established the test period to be used by 
all partie s in this proceeding as the )2-month periOd ending 
June 30, 1976. In it s Order the Ccrnmission required Vepco 
at its expense to publish Notice of Hearing attached to the 
Order. The hearing was scheduled to t:egin May 3, I g77_ 

On January 17, 1977, VeFCC through its counsel filed a 
Motion requesting a delay in the hearing date scheduled by 
thB above referenced Commission Order. By Order of January 
18, 1977, the Motion was allowed and the hearing was 
rescheduled to begin May 10, !977, wi th Vepco having the 
responsibility of making the appropriate changes in the 
Notice of Hearing. 

�otice of Intervention was filed by the Attorney General 
of ijorth Carolina on March IB. \977, and recognized by Order 
of the Commission of MaI:ch 21, 1577 .. 

On April 27, !977, Vepco filed a document headed "Summary 
- Net Electric Operating Income and Rate Base for the 12-
month perioa. ending December 31, J 97611 accompanied by a 
detailed cost of service study. 

On May 2, 1977, vepco tiled additional exhibits of 
o. ,lames Peterson rrr. E. D. Johnson, Henry H. Dunston. Jr.,
Howard M.. Wilson, Jr., and Jchn RusSell. The exhibits
contained accounting, allocations and other data for
calendar ye ar 1976. In its ai;plication Vepco had on
Dece mber 30, 1976, filed certain estimated data for calendar
year 1976 ..

On May 6, 1977, supplemental testimony and revised 
exhibits of W. L. Pro ffitt were filed ty VEpco. 

The public hearing ir. thi� rrccee ding teg·an on May IO, 
1977. 

The Attorney General presented public witnesses Betty L. 
Kirkland and Walter Sawyer \he presented testimony in 
opposition to the proposed rate ircreases. 
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At the hearing Vepco pre sented the testimony of the 
following witne sses: T. Justin l'!oore ,, Jr.,, President o f  
Vepco who testified as t o  Iate of return, construction 
program and updated data; �- L. Proffitt ,, Senior Vice 
President of Vepco who testified as to co nstru ction program, 
power reliability, forecasts and .reserve margin; o. James 
Peterson III ., Treasur er of '1ei:cc ,, who testified as to 
financing, capital structure., coverage of fixed charges and 
cost of capital; B. D. Jchnson, Executive Manager 
Accounting and control of Vepco, test ified as to ac counting, 
revenue and exfense adjustreents; Joseph F. Brennan, 
President of Associated Utility Service�, Inc., ·testified as 
to rate of return and cost of capital; John D. Russell ., 

Execut ive Vice President cf Asscciated Utility services, 
Inc., who testified as to replacement cost and fair value; 
Henry H. Dunston, Jr., Di rector - Cost Analysis in the Rate 
Department of Vepco, who testi.fied as to cost of service 
studie s and jurisdictional allocation; and Howar d M. Wilso n,, 

,Jr., Director Rates of Vei;cc, who testified as to r ate 
design. 

The Staff presented the testimony of Andrew w. Williams., 

Chief of the Electric Section, who testified as to fuel 
cost, fuel cost in l:ase rate and adjustmen t formula and fuel 
proc urement; J. Reed Bumgarner, Distribution Engineer, who 
testified as to jurisdictional allocation, growth factor 
including expenses, revenues, kilowatt-hours and median 
hydro adjustment; N. Ed.,.ard 'lucker, Electric Engineei:-, who 
testified as to cost of service and rate design 
(industrial); Dennis Nightingale, Electric Engineer, who 
testified as to adequacy of genera tion facilities (effe ct of 
recent forecast); William w. Winters, Staff Accountant., 

testified as to acccunting issues; Eugene H. Curtis, Jr.,, 
Operations Engineer, testified as to repla cement cost, fair 
value and depreciation; Edwin A. Rosenl:erg, Economist, 
testified as tc rate of return arid cost of capital; and Dr. 
Dennis W. Goins, Eccnomist, testified as to r ate design 
(residen.ti.il). The Staff presented the additional testimony 
of Andrew w. Williams and WilliaD W. Winter s in the nat ure 
o f  rebuttal. 

At the conclusion of the hearing the parties presented 
oral argument to the Commission with respect to the issues 
involved in the case. 

Ba sed upon the foregoing, the verified a·ppli cation, the 
testimon_y and exhibits received in evidence at the hearing, 
and the entire record in this proceeding, the commission 
makes the following 

FINDINGS CE FACT 

1.. That Virginia Electric and Power Company is duly 
ccttpany under the laws of 

to the ju risdiction of this 
franchise to furnish electric 

organized as a public utility 
North Carolina, subject 
Commission, and is holding a 
power in the northeastern E crti en of the State of North 
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Carolin a un der cates and1 ServicE regu-I'ated by the Ut ilities· 
Commission as provided in Chapter 62 · of the Genel:al 
statutes. 

2. That the test· period for the purposes of ·this 
p roc eeding is the 12-month period ended June 30, 1976. 
Vepco is seeking an increase jn its rates·and charges to' 
Nor·th Carolina re tail cu�tomecs of approximately $6.6 
million .based upon o pera'tions in said test year. 

3. That •t6e allccation factors derived from Vepco•s
actual operations for the 12-month period' E!nded June 30, 
1976, are the proper fac tors fct determinin g the portion of 
revenlies, expenses, and rate-base items a ttributable to the 
company 1 S North carol1na retail tusiness.

ll. That t'he. reasonable original cost of ·Vepco 1 s property•
used and useful 'in providing intrastate eiectric service -to 
its retail customers in NOrth Carolina is $148,083,000. The 
ceasoriable accumulated prov1s1ct for depreciation and 
amortization is $33,567,000, a nd the reasonable original 
cost'less depreciation and a11orti2at ion is· $114,516,000. 

5.. That the reas6n able allowance �or working capital· �s 
$8,347,?00 .. 

6.. That the · reasonable replacement cost less 
depreciation of Vepco·•s plant used and useful in providing 
ret ail electric service in North Ca rolina is $204,620,�93. 

7. That the fair value of Vetco•s•· plant used and· useful
in providing retail electric service in North Carolina 
should be derived by giving a 3/9 weighting to the 
reasonable original cost less depreciation of Vepco1 s plant 

in service, and a 1/4 weight ing to the depreciated 
r eplacement cost of Vepco• s utility pla nt. By this method; 
using the depreciated original cost of $114,516,000 and the 
depreciat ed replacement cost of $�04,620,093, the Commission 
finds that the fair va1u·e of VeFco•s utility plant devoted· 
to retail electric service in North Carolina is 
St 37, 0�2, 023.. This fair value inc ludes a reasonable fair 
value increment of $22,526, 023 .. 

8. That the fair value of Ve pco•s plant in service to
its customers 11ithin the statE of Notth carOlina of 
$137,042,023 plus the reasonable allowance· for working 
capital of $8,347,000 yields a reasonable fair yalue of 
Vepco's property in service tc liortb Carolina customers o·f 
s,qs,389,023. 

9. That Vefco• s api;:rOximatE gross revenues for the test 
year, after accounting and i:rc forma adjustments, are, 
$55,675,000 under the piesent rates and, after giving effect 
to the company• s prcpoSed ra tes, are $61_,.9�5, 000. · 

I a.. That the leVel of test 
deductions afteI accounting and 

year operating r�venue 
pro forma adjustments, 
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including taxes and interest on customer deposits, is 
$45,602,000, which includes an c1Dount of $4,600,000 for 
actual investment currently ccr.sumed through reasonable 
actual depreciation after annuali2ation to year-end levels. 

11- That the fair rate o f  return that Vepco should have
the opportun'i.ty to earn on the fair value of its North 
Carolina investment fer retail Oferations is 8. 10%, which 
requires additional annual revenues from North Carolina 
retail customers cf $3,709,000 based upon the historical 
t.est year { 12 m onths ended June 30, 1976) level of 
operations as adjusted for knc•r. changes subsequent thereto. 
�his rate of return on the f a ir value of Vepco's property 
yields a fair rate of return on the fair value equity of 
Vepco of approximat ely 8.69%. the full amount of additional 
revenues requested by Vepco in this proceeding would produce 
rates of return in excess of those hereinabove approved and, 
hence, are unjust and unreasonable. 

J 2. That Vepco 1s fuel procurement activities and 
practices are reasonable and are in accordance with similar 
practices previously reviewed by this Commission. 

13. That the proi:er base fuel cos t  level' t o  be 
incorporated into the basic rate design and the recommended 
fuel cost adjustment formula (G.5. 62-134(e)), based on the 
test year cost levels, which is appropriate for use in this 
proceeding, is 1.290¢/KWH. 

14. That the overall quality cf electric service provid ed
by Vepco to its North Carolina retail customers i s  adequate. 

1s. That Vepco 1 s practice cf recording the excess of 
market value over original cost cf uranium and plutonium in 
spent nuclear fuel as prescrited by the State Corporation 
Commission of the Commonwealth of Virginia does not conform 
to this commission's requirement that assets be recorded at 
their original cost. 

16. That the
sha�l be modified 
a n,] conclusions 
founii to be just 

residential rate design proposed by Vepco 
as set forth in.the Commission's evidence 
for this Finding of Fact and the same is 

and reasonable .. 

11. That the rate structur€ proposed by Vepco for each
rate classification will produce relative levels of ret urn
which greatly reduce the existing variations in rat es of 
return between rate classes and, thus, is not unreasonably 
disCriminating as between classes of service. 

IA. That the general structur e of the general service, 
lighting and governa:ental :::ervice r at e  schedu les proposed by
Vepco is appropriate with one exception: the Company's 
proposed billing demand ratchet in its Large General Service 
Schedule (Schedule No. 6) should be changed to include the 
provision that the uini�um billing demand will not be less 
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than 50% of the maximum demaod occurring during the-months 
of ·o ctober through May cif the preceding I I months. 

19.. That the pricing_ of Vefc<; 1s proposed rates shou·ld be 
adjusted to re duce the seasonal differential and to refrect 
th� lesser amount of general revenue increase approVed 
herein. The rates inccrporating these changes are those 
contained in the attached Appendix A .. 

20.. That the changes in Ser'llice Rules and Regulations, 
Ter:ms and Conditions· cf Se rvice, and other provisions o� 

service propos ed by the con:i;anl' should be implemented as 
filed except that the, Facilities Charges should be 
recomputed to refle·ct the level of overall return approved 
herein .. 

BaS"ed upon the above Findings of Fact the Commission 
reaches the follcwin9 ccnclusicns. 

�VIDENCE AND CONCLUSIONS FCR FINDING OF FACT NO: 

The evidence for Finding o-f Fact No. I is ,contained in the 
verifi�d ap plication and the teco�d as a whole. This 
finding is esse_ntially procedural and jurisdiction al in 
nature. 

EVIDENCE AND CCNCLUS'IONS FOB FINtIN'G OF FACT NO. 2 

The test period to be used by the p arties to this case was 
established by t he commission's order of January 12·, 1977, 
as the 12-month Feriod ending June 30, 1976. Vepco, had 
originally 'filed data in accordance with the te�t :year. At 
the time of the appli cation, Vepco also 'fil ed estimated data 
for calendar year I 976. on April 27, 1977, a short time 
prior to the commencement of the hearing, Vepco fil:e!l 
revised data for calendar year 1976. on May 2, 1977, Vepco 
filed· revised exhibits of witnesses Peterson, Johnson, 
nuns.ton·, Wilson, and Buss ell. 'Ihe latte r filing was a 
follow-Up for Vepco.•s update of calendar y_ear 1976 data. 

While no ,objecticns were made to thi s introduction of the 
revised cale.ndar year J 976 d ata, the Commission n evertheless 
is charged with the responsibility of weighing the 
cr edibility of that dat!i as it -celates to t he established 
test pe·riod ·and in setting rates in .1;h.ts case. 

G. S. 62-J 33 (c) provides in part as follov_s: 

UT he test period sha 11 consist of •12 man tbs I histor:j,.cal 
operating· experience �rior tc the date the rates are 
proposed to become ef�ective but tbe commission shall 
cons·idJ3r such relevant, material and competent evidence as 
ma_y be offered by any party to the proceeding tending to 
show actual changes in ccsts, revenues or the value of the 
public utility's proper.ty used and usetu'l in prov�din g the 
Service rendered, tc the public llithin this State which is 
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based upon circumstances and events occurring up to the 
time the hearing is closed. 11 

The latter portion va s modified in 1915 by the General 
Asseml:ly. 

several of the Staff witn esses and, in p articulac, Mr. 
tJinters, the Accounting witness, updated all exhibits for 
known changes which were verified by the respective Staff 
members in the course of their investigation. 

Many of the revised calendar year 1976 figure s propos ed by 
Vepco in its late filings are tDaudited and unverified. The 
Commission is of the opinion that this circumstance as it 
r elates to the various accounting adjustments must be 
considered in we i ghing t he credibility of the evidence 
presented by Vepco. Such consideration has ·been given by 
the Commiss ion. Known changes clearly established prior to 
the c lose of the hearing have teen considered and used f or 
the purpose of setting rates in this proceeding. 

EVIDENCE AND CONCLOSIONS FCR FINDING OF FA.CT NO. 3 

In his or igi nal filing of direct test imony and exhibits, 
Vepco witness Dunstcn int reduced into evidence a 
jurisdictional allocation study based on the Company's 
operation s during the t est period determined by this 
Commission, the 12-mcnth pericd ended June 30, ( 976. 
suhs.aquently, witness Dunston introduced into evidence an 
adt1itional exhibit consisting of a jurisdictional allocation 
study based on the calendar year 1976 operations of Vepco. 

unner cross-examinaticn regarding this additional exhibit, 
Commi ssion Staff witness Eumgarner testified that it would 
be improper to use the demand allocation factors from the 
calendar year jurisdictional allocation study applied to the 
d emand-related revenue, expense, and rate base items of the 
test-period allocat ion study. Witness Bumgarner testified 
that these allocation factors have not been audited by the 
commission's accounting or engineering staffs and that in 
any event the allocati cn factcrs could only be properly 
applied to the financial and oper ating data from the 
matching 12-month period. Kr. Buttgarner reiterated that the 
June 30, 1916, jurisdic tional allocation study should be 
given the most weight since that was the test period 
designated by the Commi ssion in this docket. 

In consideration of the atove evidence, the Commission 
concludes that the test-feriod jurisdict ional allocation 
study, as adjusted, should be used to determine the portion 
of Vepco's revenue, expenses, and rate base attributable to 
the Company Is North Carolina retail business. 

EVIDENCE AND CCNCLUSIONS FOE FINtING OF FACT NO. 4 

The Commission vill new analy2e the testimony and exhibits 
presented by Company witness Johnson and Staff witness 
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Winters concerning the origir.al cost investment in net 
electric plan t in service. The following chart summarizes 
t he amount vhich each of these \itnesses  contend s is p roper: 

0001s Omitted 

Electric plant in service 

Less: Accumulated depreciation 
Amor tizaticn of nuclear 
fuel assemblies 

Net electric plant in service 

Company 
Witness 
�Qhn§fil! 

(b) 

$150,304 

31,240 

_____ ;1_20 

$1 I 8,844 
======= 

Staff 
Witness 
!linter_.§ 

(c) 

$(48,099 

35,552 

__ 403 

$112,(44 
======= 

agree with 
calculate 

but they 

As shovn in the above chart, t he witn esses 
regard to the components which �bculd be used to 
the net investment in electric Plant in service, 
disagr ee vith regard to the a�cont. 

The first area of disagreement is the amount properly 
includable as i nvestment in electr ic plant in service. Both 
vitne sses, as the starting point, used the electric plant in 
service per books in the amount of $)441 077,000 at June 30, 
1976; however, the witnesses disagree as to the adjustments 
which should be made to the bock amount. Company wi tness 
Johnson incre ased th e book amcunt by $6,243,000 to include 
environmental control facilities currently include d in 
construction work in Frogress. �hese installations will not 
be placed in ser vice befor e August 1977. Witness .Johnson 
also decreased the beak amcunt by $16,000 to exclude a 
hydroelectr ic project tc be retired upon receipt of approval 
from the Federal Power commission. Staff witness Wint ers 
increased the book amount by !�,022,000 to includ e the 
additions to plant in service �hich occurred from July I, 
1976, through December 31, 1976. 

In arriving at the appropriate level of investment in 
electric plant in service, the Ccnmission will now discuss 
the adjustments propo sed by the vitnes_ses. Environmental 
control facilities classified as  construction work in 
progress and the hydroelectric �roject awaiting r etirement 
are not used and useful in providing electric service to the 
customers of North Carolina under the provi sions of G. S. 
62-133. The adjustment to increase plant in service for
additions· made from July I, 197€, through December 3(, 19761 

complies with the stat utory r eguirement that th e Commi ssion
consid er known changes which occurre d up through the close
of the hearing. In arriving at the appropriate investment
in electric plant in service of $(48,083,000, the Commission
has usea the book amount at June 30, 1976, of $144,077,000
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plus the plant additicns of $4,022,000 and then subtr acted 
$16,000 for the hydroelectric plant awaiting retirement. 

The second area of disagree■ent is the amount includable 
as accumulated depreciation. Cc1fany witness Johnson used 
the June 30, 1976, bal ance annualized to year- end. S taff 
witness Winters used the Oece1ber 31, 1976, balance 
annualized to year-end. 

The accumulated depreciation to be used in setting rates 
in this proceeding is the recember 31, 1976, level 
annualized to year-end. 'Ihis level properly matches the 
accu■ulated depreciation with the level of inv estment in 
electric plant in service fcund to be appropriate, as 
pr�viously discussed. 'Ihe Commission finds, however, that 
t he a ppropriate factors to be used to  allocate total syste■ 
accumulated depreciaticn to the North Ca rolina retail 
o perations are those approved and discussed under Evidence 
and Conclusions for Finding of Fact No. 3. By applying 
these factors to the total system accumulated depreciation 
annualized at Decemter 31, 1976, the co■aission arrives at 
an accumulated depreciation balance of $33,105,000. From 
this a mount $14,000 m ust be s ubtracted for depreciation on 
the hydroelectric project awaiting retirement, as previously 
Jiscussed. The Co■aission concludes that the appropriate 
level of accum ulated depreciation for setting rates in this 
proceeding is $33,091,000. 

The final area of disagreement is the a mount includable as 
amortization of nuclear fuel assEmblies. Company witness 
Johnson used the June 30, 1976, bala nce while Staff witness 
Winters used the December 31, 1�7E, balance. 

The amortization of nuclear fuel assemblies to be used in 
setting rates in this !cHcceeding is the December 31, 1976, 
level. Th is level is consistent with the adoption of 
December 31, 1976, levels of investment in electric plant in 
service and accumulated depreciation. The Co■mission finds, 
however, that the appropriate allocation factor to be used 
to allocate amortization of n�clear fuel assemblies to the 
North Carolina retail operation s is the energy at production 
level f'ictor (.050929). By ai:plying this factor to the 
total system amount at tecember 31, 1976, of $9,347,259, the 
Commission arrives at an a■ortization of nuclear fuel 
assemblies in the arount cf $476,000, rounded to the nearest 
thousand dollars. 

The co■mission concludes that the following calculation of 
net electric plant in service is appropriate for setting 
rates in this case: 
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(a) 

ELEC1RICITY 

Or iginal ccst of plant in ser,ice 
at 6-30-76 

Additions to plant in service (E-1-76 
t hrougb 12 - 31-76) 

Retirement of hydroelectric ,reject 

Total 

Less: Accumulated depreciation 
Amorti-zaticn of nuclear 
fuel asseablies 

�et electric plant in service 

�.Jl!Q.!!l!.!: 
(b) 

$144,077,000 

4,022,000 

$148,083,000 

(33,091,000) 

{476 
1

0QQ) 

$114,516,000 
=-=-==----=== 

EVICENCE AND CCNCLUSIONS 106 FINCING OF FACT NO. 5 

rhe Ccmmission will new ana ly2e the testi11ony and exhibits 
of Company wi tness Johnson and Staff witness Winters 
considering the amount each witness considers properly 
includa ble in the original cost net invest■ent a s  an 
allowance for wcrking caFital. The f ollowing chart 
summarizes the amount which each of these witnesses contends 
is oroper: 

Ite.!!! 
(a) 

ooo•s 011itted 

Allowance for working capital 
Materials and supflies 
Investment in l eased nuclear fuel 
Ca sh 
Minimum bank balances 
Prepayments 
Deferred fuel exFense less Federal 

income tax deferral 
Average tax accruals 
customer deposits 
Customer a dvances for construction 

Total 

Company 
lli tness 
JohnSO!l 

(b} 

!4,536
18

4,146

142 
(934 ) 

$7 ,908 

sta ff 
Witness 
Wint££§ 

(C) 

$4,686 
15 

4,066 
760 
I I 0 

(866) 
(3 IO) 

__ JlJQ) 

$8,331 
------

As shown in the atove chart, each witn.iss used the formula 
Method in 1eveloping the allo�ance for working c apital. 
However, th� witnesses did not use the same point in time 
nor did they use th e same items in calculating the 
allowance. 
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Company witne ss Johnson determined his working capital 
allowance based on June 30, t976, figures while Staff 
witness Winters determined his allowance based on December 
31, \976, figures4 The differences between the amounts used 
by the witnesses for materials an d supplies, in vestment in 
leased nuclear fuel, deferred fuel expense 1.ess Federal 
income tax deferral, and average tax accruals result wholly 
from the use of the different time periods4 The difference 
between the amounts shown for cash results fr om the 
witnesses' having arrived at different test year levels of 
o perations and maintenance expense less pur chased power, the 
basis on which a 45 days' cash allowance is determined. The 
r emaining differences result frcm staff witness Winter s' 
including mini mum bank bal ances, prepayments, customer 
deposits, and customer advances in h is calculation of 
working capital and Company witness Johnson's omitting these 
items in his calculation. 

The Commission finds that using the December 31, 1976, 
figures for the calculation of �orking capital allowance is 
consistent with the sta tutcry requirement that the 
commission consider known changes which have occurred 
through the close cf the hearing4 The Cowmission also finds 
that the minimum bank balances, prepayments, custome r 
deposits, and customer advances proposed by Staff witness 
Winte rs are properl y in clu dable in the aJ.l·cwance for working 
capital in this case. The Comnission finds the allowance 
for cash to be $4,082,000 based en the approved maintenance 
and operating expenses arrived at and discussed in Evidence 
and Conclusion s for Finding of Fact No4 10. 

Based on the findings discussed in the 
th� Commission arrives at a reasonal:le 
allowance of $8,347,000. 

above paragraph, 
working capital 

EVIDENCE AND CONCLUSIONS FOH FINDINGS OF FACT 
NOS. 6, 7, ANC 8 

The term "replacemEnt cost 11 envisions replacing the 
utility plant in acco rdance with modern design techniques 
and with the !'lost up-to-date changes i n  utility plant. 
company witness Russell, a consultant to Virginia Ele ctric 
and Power Company, testified with respect to his 
determination of the ne t ti:ended criginal cost valuation of 
Vepco's pi:opei:ties used and useful in  pi:oviding retail 
electric service tc Ncrth Carolina as of June 30, 19764 
Witness Russell calculated his net trended original cost by 
computing a i:eproduction cost new frcm t he sui:viving 
original cost dollars, a re�lacement cost vhich cori:ects 
plant in service for economies of scale, and a cond ition 
perc.ent based on a 9% present licrth analysis as well as a 
physical inspection of plant in service foe calculat ing 
accrued depreciation. 

Staff 
analysis 
new and 

witness Curtis, testifying en 
and fai r value, agi:eed with the 

replacement cost as calculated 

rep lacement cost 
reproduction cost 
by Company wi tness 
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Russell. Accrued depreciation to be deducted from the 
replacement cost was calcu1a·ted using different 
methodologies by Staff witness Curtis and Company witness 
Russell. Staff wit'ness cuctis calcul.ated a condition 

percent based on the book reserve for calculating accrued 
depr eciat ion while Company �itness Russell utilized a 9% 
present liorth analysis for the c:ajority of the accounts. 
The Commissicn concurs that a ccndition percent based on the 
book reserve is appropriate in that Company witness 
Russell's 9� condition percent methodol ogy understates the 
depreciaticn and overstates the ccndi tion percent. 

The Commission concludes that 
cost less depreciation of Vepco•s 
plant in service is s2oq,620,093. 

the reasonable replacement 
retail electric utility 

Having determined the app�cpriate original cost less 
depreciation to be $114,516, 000 and the reasonable estimate 
of net replacement cost of that plant to te $204,620,093, 
the Commission must determine tbe fair value of Vepco•s net 
plant in service. 

The -Commission concludes that a 75% weighting for ne t 
original cost and a 25% weighting for net replacement cost 
are appropriate for determination of fair value under all 
the circumstances in this ca�e. By weighting the net 
original cost of $114,516,000 ty a 75% factor and the net 
replacement cost by a 251 factcr, the fair value of Vepco•s 
utility plant in North Carol ina is $137,042,023. 

The fair value of Vepco•s plant in service to its 
customers in North Carolina of $137,042,023 plus the 
reasonable allowa nce for wcrki�g capital of $8,347,000 
yields a reasonable value of Ve FCC' s property in service to 
North Carolina custom ers of $1q5,389,023. 

EVIDENCE AND CONCLUSIONS FCB FINDING OF FACT NO. 9 

Company vitness Jchnson and Staff witness Wi nters proposed 
the following amounts for operating revenues: 

operating revenues 

Ccmi:any 
Witness 
Jchnson 
-,iif-

$55,3qri,ooo 

Staff 
Witness 
ainter_2 

(c) 

$55,675,000 

Company witness Johnson adjusted book revenues of 
$55,538r 000 by $(,806,000 to ncr�alize and annualize the 
revenues for the test year ended June 30 r 1976. Staff 
witness Winters accepted these adjustments and made one 
further adjustment of $331,000 based on the recommendations 
of staff witness Bumgarner. Witness Bumgarner proposed this 
increase in operating re�enues to reflect the increased 
number of customers and the decreased amount of usage per 
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average customer which occurred tetween July I, (976, and 
December 31, t976 .. 

The Commission finds that tbe �djustment proposed by 
witness Bumgarner to reflect growth 1.n customers and the 
decrease in average customer ccnsurrption which occurred from 
July 1, 1976, thr ough December 31, 1976, complies with the 
statutory requirement that the Commission consider known 
changes which have cccurred up through the close of the 
hearing. The Commission, therefore, concludes that the 
reazonable level of operating :ce"Venues under present rates 
is $55,675,000 .. 

EVIDENCE AND CONCLUSIONS FO!i llNDlNG OP FACT NO .. JO 

Company witness Johnson and Staff witness Winters offered 
testimony and exhibits presenting the level of operating 
revenue deductions which they telieve should be used for 
fixing the Applicant's tates in this proceeding .. 

The following chact sets fcrtb the amcunts presented by 
each witne ss: 

Operations and maintenance 
expense 

Depreciation 
Taxes other than income 
Income taxes 

State 
Federal 

Charitable and educational 
donations (net of income taxes) 

Total re venue deductions 

Company 
Witness 
Johnson 

( t) 

$33,115,000 
4,493,000 
4,571,000 

44,000 
2,956 ,ODO

8 000 

$!15, 187,000 
========== 

Staff 
WitnesS 
Winters 

{c) 

$32,978,000 
4,950,000 
4,786,000 

335,000 
2,882,000 

8 000 

$45,939,000 

As shovn in the above chart, the witn esses disagree as to 
the amount properly includable for operations and 
maintenance expense.. This difference of $J37,000 results 
from the following adjustments made by Staff witness 
R inters: 
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f. Adjustment to eliminate amortization of the
Nacble Valley hydroelectric project
abandoned in J971 $ (13,000) 

2. Adjustment to eliminate amcrtization of
RUI:cicane Agnes' damages incurred in 1972 (51,000) 

3. Adjustment to eliminate the amortization of 
coal transshipping cast incn:ced in 197q (70,000) 

4. Adjustment to increase research and develop-
ment expense to the Decemter 31, 1977, level 23,000 

5. Adjustment to retirement plan expense to
reflect the latest actuarial valuation (2,000 

6. Adjustment to denta l plan eiFense for new
rates charged by the insurance company and
for the inc lusion of IBEW employees under the
plan 5 ,ODO 

7. Adjustment to eliminate expenses related to
North Anna No. I environmental control
facilities

8. Adjustment to reduce the amcunt of fri nge
benefits apFlicable to the CcaFany's proforma
adjustment to increase wages and fringe
benefits

9. Adjustment to reduce the amcunt of
uncollectible accounts expense to the
net amount charged off in Ncrth Carolina
during the test year

10. Adjustment to include int erest on customer
deposits

I 1- Adjustment to increase expenses to reflect 
increased customers and decreased usage from 

(23,000) 

(12,000) 

(90,000) 

17,000 

July I, 1976, through Decemter 3!, 1976 . 90,000 

12. Adjustment to eliminate tree-trimming and
bush-control expense vhich vere deferred from
prior periods · _ _.125,000) 

Total $(137,000) 

As shown above, Item No. I results from witness (ilinters' 
adjustment to eliminate amortization of the Marble Valley 
hydroelec tric project abandoned in 197!. Witness Winters 
testified that the amortization period had expired and this 
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exoense should not be included in the cost of service in 
s ei:.ting rates in this proceeding .. 

�he Commi ssion finds that even if the amortiza tion period 
has expire,i such abandonments are recurring and that$) 3,000 
is a reasondtle amount to include in the cost of service for 
this item. 

Item No. 2 results from witr:ess Winters• adjustment to 
eliminate the amortizaticn of Hurricane Agnes' damages 
incurred in 1972. Witness ilint ers t estified that the 
amortization period had exrired ar,d that this expense should 
not be included in the cost of service in these proceedings .. 
The Commission finds that even jf the amcrtization period 
has expired hurricane and other unfore seen dam ages are 
recurring and that $5 I, 000 is a just and r easonable amount 
to include in the ccst cf service for this item .. 

Item No.. 3 results from witness Winters' adjustment to 
eliminate the amortization of coal transshipping cost 
occurring in 1974.. Witness "Rinters testified that the 
amortizatio n period for this item had expired and that this 
item of expense wa s included in the cost of service when the 
present rates were set in the last general rate case, Docket 
No. E-22, subs (61, 165 and )70 .. 1he Commission finds that 
the rates p resently in effect were set w ith this item of 
expense included in its entirety in the cost of service .. 
The Commission concludes that it would be improper to 
include a portion of this same expense in the cost of 
service in this i::r oceeding. 

Items Nos. 4, 5 and 6 result from witness Yintecs• 
adjustments to increase expenses for changes in conditions 
and circumstances which have cccurred since the Company 
filerl its application. The commission finds that these 
ad;ustments comply with the statutory requirement that the 
commission consider known changes which have occurred up 
thr:ough the close of the hearing. The Com mission, 
therefore, concludes that these items in the amount of 
$40 r 000 should be included in the cost of service in this 
pr oce eding. 

Item Uo. 7 results from witness Winters• elimination of 
exp!;!nses related to the North �nna No.. I environmental 
control fa cilities. Witness IUnters testified that this 
expense is related to plant th at is still under 
construction. The Co111missicn found in Evidence and 
Conclusions for Finding of Fact No. ij that the North Anna 
No. I enviconmental cent ral facilities are not used and 
useful in providing electric secvjce rendered to the public 
in North Carolina .. The Commission concludes that it would 
be improper to include operaticn and mai ntenance expense 
related to these facilities in the cost of service in 
setting rates in this Froceed ing. 

Item No. 8 results from witness Winte rs' adjustment to 
decrease th e amount of fringe tenefits applicable to the 
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Company's pro for�a adjustment to i ncrease wages. Witness 
Winters testified that his adjustment was necessary to 
eliminate fringe ben efits included in the company's wage 
a djustment which are net salar1 related. The Commission 
finds that pro forma adjustments to fringe benefits 
applica ble tc pro fcrma wage adjustuents should be salary 
related and concludes that fringe benefits should be reduced 
$12,000. 

Item No. 9 results from witcess Winters' adjustment to 
t'educe the amount of uncollectible accounts. expense by 
$90,000 to the net amcunt charged off in North Carolina 
during the test year. The Company contends that the actual 
amount o f  charge-cffs is unrepresentative of the level of 
uncollectibles for the future because of the Commission's 
decision to exten d the cutoff period for electric customers 
which beca me effective January I, 1975. 

The CoAmission finds that the net amount of uncollectibles 
charged off during the test period as proposed hy witness 
Winters is too low. The a djustner.t to uncollectibles s hould 
be calculated by annualizing the last two months of actual 
net c�arge-offs. This comi;utation re sults in a $50,000 
decrease to the level of uncollectibles proposed by the 
Company which the Commission concludes is appropriate. 

Item No. 10 results from witness Winters• a djustment to 
include interest on customer dei;osits in the cost of service 
in this proceeding. The Commission, as discussed in 
Evidence and Conclu sions fer Finding of Fact No. 5, included 
customer deposits as a reduction in the calculation of the 
allowa nce for working capital. The Commission concludes 
that interest on custcmer deposits, therefore, should be 
i ncluded in the cost of s ervice in the amount of $17,000. 

Item No. 11 results from witness Winters' adjustment to 
increase operations and ma intenance expense to reflect 
increased customers and decreased us age from July I, 1976, 
through December 31, 1976, i:rcposed by Staff witness 
Bumgarner. The Ccmmission finds that the adjustment 
proposed by witness Bumgarner to reflect growtb and coupled 
with the decrease in average cus tomer consumption which 
occurred from July I, 1976, through December 31, 1976, 
complies With the statutory reguirement that the Commission 
cons ider known changes 11hich have occurred up through the 
close of th.e he aring. The Commission

,. 
therefore, concludes 

that operations and maintenance eJ:pense should be increased 
$90,000 for this i t em. 

Item No. 12 reflects witness Winters' a djustment to 
eliminate tree-trim�ing and bush-control expenses which were 
deferred from prior periods and included in the test period. 
Company witness Johnson testified on rebuttal that even with 
the deferrals included in the test year, the level of tree
trimming and bush-control expense for the test ye ar vas 
representative. Witness Jchnson testified that the level of 
expenses actually incurred for this item during the cal endar 
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year 1976 exceeded the test year level. The Commission 
concludes that tree-trimming and bush-control expenses 
included by the Company are at a reasonatle level and that 
witness Winters' adjustment to decrease this item is 
inappropriate. 

The prope r level of operaticns and maintenance expenses 
including annualization to yea r-end may be calculated as 

follows: 

It.§!!!. 
(a) 

Operating expense proposed by Ccmpany 
witness Johnson 

Adjustment to expense due to: 
�he elimination cf the amortization 
of coal transshipping cost 

The incr ease for known changes in research 
and development costs 

The elimination of expenses related to 
North Anna No. I environmental control 
facilities 

The increase for known changes in 
retirement plan expense 

The incre�se for known changes in 
dental plan expense 

Elimination of fringe benefits 
3pplicabl� to pro forma wage increases 
not related to salary 

Decreasa in uncollectible accounts expense 
calculated by the Commission 

Inclusion of interest on customer depo sits 
in the cost of service 

Increase for known changes in Oferations 
and maintenance expense related to growth 
in customer� and decrease in usage 

Total OJ>'! ra ti ans and maintenance expense 

Amount 
( b) 

$33,115,000 

(70,000) 

23,000 

(23,000) 

12,000 

5,000 

(12,000) 

(50,000) 

17,000 

____ j.QiQOO 

$33, I 07,000 
=========== 

The s�cond area of disagreement is in the test year level 
of depreciation exfense. Company witness Johnson included 
as· a revenue deduction depreciatio n expense annualized to 
year-end, based on �!ant in service at June 30, 1976. ·· Staff 
.,d tness Winters included as a revenue deduction depreciation 
expense annualized to year-end tased on plant in service at 
December 31, 1976, and allocated to the North Caroli-na 
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retai1 jurisdiction using allocation factors �rovided by the
Comp ally. 

The depreciation expense to he used in setting r�tes in 
this proceeding is the r:ecember 31, J976, level annualized 
to year-end. This level properly matches the depreciation 
expense with the level of investment in electric plant in 
service found to be fair as discussed in Evidence and 

Conclusions foe Finding of Fact No. 4.- The Commi�sion 
finds, however, that the appropriate factors to be used to 
allocate total system·aepreciatior to the North Carolina 
retail operation should be these approved and discussed 
under ·evidence and Conclusions for Findi'ng of Fact No .. 3. 
By applying th eSe factors to ,the total system depreciation 
annualized to year-end, based on plant in service at 
December 31, •I 97_6, the Co111missicn arrives at an annualized 
level of depFeciati9n expense of .$4,600,,000 .. 

The third area of difference in the ,test year level of 
?per ating revenue d§!tiui:ti9ns ccncernS taxes other than 
income. Company witness Johnson testified t_hat the 
appropriate level of taxes other than income· was $4,571,·ooo 
-.hile staff witness Winters testified that the appropriate 
level was $4,786,000. This difference of $215,000 results 
from the fo.llcving a djustments made by . s.taff witness 
Winters: 

Ite.!!! 
(a) 

Adjustment to gross receipts ta>es to reflect 
the level applicable to test year 
·revenues ·before adjustments

Adjustment to gross receiFts ta�es fer 
ad j-ustmen t made to re,ven-u es and 
uncollectibles 

A.djustm�nt to annualize p:operty tax 
�xpense on the December 31, 1976, ·1evel 
of plant in service· 

Tot�l 

a.Jg.Q!! nt 

(b) 

$ 47,000

25,000 

_l.!!lLQ.QQ 

$2) 5,000 
======== 

'!'he first item shown above results from witness Winters•· 
adjustment to increase gross receipts taxes in order to 
properly match· the taxes with the revenu-es earned during' the 
test period. The commissicn concludes that gross receipts 
taxes should be increased $41,000 for this item. 

The s�cond item shown abo ve results from witness Winters! 
adjustment to qross receiFtS taxes for adjustments he made 
to revenues and 'unc ollectibles.. The Commission did J!Ot 
acc�pt witness Winters• ,adjustment to uncollectibles in its 
P.ntirf'tfi consequently, the gr()SS recP,ipts taxes shquld be 
calculated on the adjustments tc revenues and uncoll;ectible� 
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whic!J it has approved. The commission concludes that gross 
receipts taxes should be increased by $23,000 for this item • 

. The third item shown r esults from vitness "liinters 1 

adjustment to annualize prop erty tax on the December 31, 
1976, level of plant in service.. The level of property tax 
expBnse to be used in this prcceeding is the December 31, 
1976, level annualized to year-end. This level properly 
matches the property tax exi:-ense with the level of 
investment in electric plant in service found to be·fa ir, as 
discussed in Evidence and Conclusions for Finding of Fact 
No. 3. The Commissi on concludes that property tax expense 
should be increased by $143,000. 

The proper level of taxes ether than income may be 
calculated as follows: 

Taxes other than income prop osed ty 
witness Johnson 

Adjustments t o  taxes ether than 
income due to: 

The matching of gross receii:ts taxes to 
test year revenues befo re adjustments 

Gro ss receipts taxes on adjustments to 
revenues and uncollectible accounts 
appro ved by the co mmission 

�nnualization of property tax expense 
on the December 31, I 976, level of 
plant in service 

Total 

Amount 
(bl 

$4,571,000 

47,000 

23,000 

$4,784,000 

The final area s of difference in the test year level of 
operating revenue deductions concerns State and Federal 
income taxes. Company witness Jchnson testified that the 
appropriate level of State income taxes is $44,000 and the 
appropriate level of Federal income taxes is $2,956,000. 
Staff witness Winters testified that the appropriate level 
of Sta te income taxes is $335,000 and the appropriate level 
of Federal inc ome taxes is $2,882,000. These differences of 
$291,000 for State income taxes and ($74,000) for Federal 
income taxes result from the following a djustments made by 
Staff vitness Winters: 
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State Federal 
Income Income 

Item_ !E,�- Taxes 
{a) { t) -<c>-

1- Adjustment to reflect the tax
effects of accounting and pro
forma adjustments $ 15,000 $ 114,000 

2. Adjustment to ncr1ralize reccrded 
North Carolina income taxes 295,000 {142,000) 

3. Adjustment to normalize Feder al 
income taxes or. ccntcibuticns
in aid of construction {49,000) 

4. Adjustment to defer red Federal
income taxes - liberalized
depreciation 130,000 

5. Adjustment to tax depreciation 4,000 28,000 

6. Adjustment to investment ta X 

credit - amoI:"tization 6,000 

7. Adjustment to reflect income tax
effects of interest expense
allocation adjustment {23,000) _il69 ,000) 

Total $291,000 $ (74,000) 
======= ===--=-== 

Th e first item shcvn above results f rom 
adjustment to reflect the tax effects of 
adjustments. Since the Commission did 

witness Winters• 
his pro forroa 

not adopt all o1 
has calculateC 
The Commissior 

increased b} 
te increased bl 

witness �inters' adiustment, the Commiss ion 
the tax effect of the approved adjustments. 
concludes that State income tazes should be 
$8,000 and Federal income taxes should 
$57,000 for this item. 

The second item shown above results from witness Winters' 
adjustment to normalize State income taxes. Witness Winterl 
testified that the North Carclina income tax expensE 
recorded in the test year did not reflect a full year•:: 
income tax expense. He stated that because of a net 
economic loss carry-forward which e1iminated the 1975 Nortl 
CaL·olina income tax liability and because of the timing o1 
certain accounting entries, the Ncrth Carolina income ta1 
expense recorded in the test period was not at 
representat ive level. 

�he Commission finds that rates should be set on a cost o1 
service composed of representative levels of expense. ThE 
Commission concludes that State income taies should be 
increased by $295,000 for this item and that Federal incomE 
taxes should te redµced by $142,000. 
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The third item results from �itness Winters• adjustment to 
normalize Federal income tax on contributions in aid of 
construction (CIAC). Witness iinters testified that his 
a djustment defers the Federal tax expense related to CIAC 
over the period which the current year's CIAC will affect 
depreciation expense. 

The Commission finds th at it is proper 
Federal income tax effects of CIAC and 
Federal income taxes shculd be z:educea· by 
item. 

to normalize the 
concludes that 

sq9,000 for this 

The fourth item results from witness Winters• adjustment 
t o  deferred in come taxes liberalized depreciation. 
Bitness Winte rs testified th at this adjustment vas necessary 
to reflect the deferred income taxes based on annualized 
depreciation at December 31, 1976. 

The Commission finds th at this adjust■ent is consistent 
with the statutory requirement that the Commission consider 
known changes which have occurred up through th·e close of 
the hearing. The Commission concludes th at Feaeral income 
taxes s hould be increased by $138,000 for this ite■• 

The fifth item results fro■ witIJess iinters l adjust■ent to 
tax depreciati on. Witness Winters testified that this 
adjustment was necessary to reflect the inco■e tax effect of 
annualized tax depreciation at tecember 31, f976. 

The Commission finds that this adjustment is consistent 
with the statutory reguire■ent that the Co■raission consider 
known changes vhich have occurred up through the c1ose of 
the hearing. The Co■■ission concludes that State inco■e 
taxes shoul.d be in creased $4,000 and Federal income taxes 
should be increased $28,000 f or this item. 

The sixth item results from witness Winters• adjustment to 
investment tax credit - a 11ortization. Vi tness Winters 
testified that this adjustment vas necessa ry to reflect the 
amortization of investment tax credit at  the December 31, 
J 97.6, level. 

The Commission finds that this adjustment is consistent 
with the statutory reguirement that the Co■aission consider 
known cha nges wh ich have occurred up through the close of 
the bearing. 

The Commission concludes that Federal inco■e taxes should 
be increased $6,000 for this item. 

The final item results from witness Winters• adjust■ent to 
reflect the income tax effects of the difference between his 
interest expense allocation to the North Carol.ina retail 
operations and that of co■pa ny uitness .Johnson. 

Since the computation o f  the appropriate allocation of 
interest depends on the invest■ent, the capital structur·e, 
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and the embedded cost of debt, the Comlµssion wi11 calculate 
the interest expense applicable to the· North car�lina retail 
operations using the·approved inYestment, capita1 structure, 
and embedded• costs of debt as shown on Schedule II of this 
Order. 

Based on 
state income 
income' taxes 

this calculation, the co ■mission concludes that 
taxes should be red_uced by· $28,000 and Federal 
should be reduced ty $214,000 for this item. 

The proper level of state and iederal income taxes may be 
calculated as follows: 

Income taxes proposed bJ witness 
Johnson 

Adjustments to income taxes due 
.to: 

The tax effects of approved 
adjustments to revenues, opera-
tions and ■aintenance expense, 
and ta�es other than income 

The normalization of  recorded 
State income taxes 

The normalization of Federal 
income taies on contributions 
in· aid of construction 

The annualization of deferred 
Federal income taxes - liber�lized 

. depreciation 

The annualization of tax 
depreciation 

The normalization of investment 
tax credit a11ortization· 

The income tax effects of interest 

State 
Inco■e 
Taxes 

(bl 

$ qq,ooo 

e,o�o 

295,000 

4,000 

Federal 
Income 

Taxes 
(c-)-

$2,956,000 

57 ,ooo 

(I q2 ,000) 

(q9,00,0) 

138,000 

28,000 

6,000 

expense allocation adjust■ent _j28«000) _np, «000) 

Total $323,000 $2,780,000 
======= ========== 

Based upon all of the evidencE off�red by' the witnesses, 
tbe·commission concludeS that tbe proper level of operating 
revenue deductions is sqS,602,000, calculated as follows:· 
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(a) 

RATES 

Op eration and maintenance expense 
Depreciation 
Taxes other than income 
Inco ■e taxes - State 
Income taxes - Federal 
Charitable and educatioDal 

donations (net of income taxes) 

Total revenue deductions 

271 

Amount 

(b) 

$33,107,000 
q. ,. 600,000 
4,784,000 

323,000 
2,780,000 

8.000 

$ll5 ,. 602,000 
========== 

EVIDENCE AND CONCLUSIONS FOB FINDING OF FACT HO. 11 

Company vitness Joseph F. Erennan, President of Associated 
Utility Services, Inc., and Staff vitness Bdvin A. 
Rosenberg, an economist in the Ofe rations Analysis section, 
t estified on the cost of capital to Vepco. nr. Brennan 
testified that the Company's cverall cost of capital was 
9.95% based on the original ccst of investment. This 
overall cost of capital figure allowed for a return of 
14. SOI to original cost common egui ty and vas based on a
capital structure consisting of 50.61 debt at a cost rate of
7.721: f4.2% preferred and preference stock at a cost rate
of 8.04%: 33.81 common eguity; and l.4S cost�free capital.
This capital str'ucture and e■l:edded cost rates were the
estimated year-end 1976 figures.

Mr. Rosenberg testified that a reasonable esti■ate of the 
cost of capital to VepcO on an original cost basis vas 
9.301. This estimate vas based on a capi tal strllcture 
consisting of 52. 56j long-term dett at a cost rate of 7 .821; 
13.641 preferred and pteference stock. at a cost rate of 
B.011; 32. (3% common equity at a cost rate of 12.751; and
1.671 cost-free capital.

While there vas some difference of opinion between the 
witnesses as to the SFecific ccst of capital to Vepco, both 
seem to feel that there are certain standards which a fair 
rate of return must meet. It ■ust be sufficient to assure 
confidence in the financial scundness of the company: it 
should be sufficient to allow the common stock of the 
company to sell. at a market price greater than its book 
value under normal market conditions; it should consider the 
effects of regulatory lag, at tr it ion, managerial efficiency, 
and the fair val.ue of the cc■Fany•s investment in the 
service to the r atepayers: and it should return at least the 
company's cost of capital. With these requirements for a 
fair rate of return in mind, each vitness then applied 
himself to the task of estimating the cost .of capital to 
Vepco. 

While there vere 
structures used by the 
in t heir testimony was 

some differences in the capital 
tvo witnesses, the major difference 
in the area of their determination of 
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the proper cost rate to be applied to the equity component. 
Mr. Brennan based his reco■1etdation on the results of his 
study vhicb included an analysis of earnings/price ratios 
for Vepco, Hoody's 24 Utilities, and eight "barometer" 
electric utilities which he considered to be roughly 
comparable to vepco for the purFose of estimating the Cost 
of equity. Additionally, Mr. Btennan relied in part on the 
results of a regression analysis vhich related the change in 
AT&T' s earnings/price ratio over the period 1965 through 
1975 to the changes in that f_irm• s equity ratio over the 

same period. He also considered the 11 bare rent11 theory, 
financial ratios, and interest coverage reguirements. 
Finally, based on the Company•s estimat e of the fair value 
of plant in service, he found that the cost of capita1 would 
be between 8.811 and 9.501 based on the assumption that the 
fair value was 128.BI of original cost. 

Hr. Rosenberg based his finding that a reasonable estimate 
of the cost-of equity tc Vepco 1as 12.751 on his application 
of the Discounted cash Flov (DCF) technique to Vepco and a 
group of 12 electri c utilities which he judged to be 
reasonably comparable to iepco for the purposes of 
estimating the cost of equity. Be compared the result with 
evidence available on current market price to hook value 
ratios and current achieved rates of return on common equity 
for the elect ric utility industry and for the elect�ic 
utilities vith the saae bond ratings as Vepco. 

The areas in vhich the witn esses differed then were in the 
capital structure and in the cost rates for the classes of 
capital. The differences vere slight in all areas except in 
the cost of equity. It seems reasonable, however, to accept 
the capital structure and embedded cost rates as proposed by 
the st aff because the d ifferences vere slight and the Staff 
used the most recent availatle figures which were known 
rather than .expected or �stiaated. 

In the area of the cpst of eguity capital., the differences 
vere not slight and, although there vas considerable 
aifference in aethodology employed, it appears that if Hr. 
Rosenb erg's reco■■endation vere adjusted to reflect the sa•e 
market price t o  book value ratio as ftr. Brennan's, his 
reco•mendation would lie in the same range. 

The determination of the fair rate of return must be made 
vith great care. &hatever retuui is allowed, there vi11 be 
immediate impact upon both tbe company and the retail 
ratepayers of North Carolina. The co■■ission has 
responsibilities to both of these parties. Indeed, the 
Commission•is charged uith ensuring that toth the company 
and the ratepayers are treated in an equitable 11.anner. It 
is therefore imperative that considerable effort and 
judgment be applied to this ■atter which is both important 
a nd not without its difficulties, for much of the final 
interpretation is very sobjecti�e. 
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In this case, Hr. Brennan and ftr. Rosenberg testified to 
the issue of Vepco I s cost of capital. Additionally, ttr. 
Brennan described how he would adjust bis cost of capital to 
reflect the a ddition of the coapany•s assumed fair value 
increment. Both witnesses felt that the starting place·for 
the determination of the fair rate cf return lies in the 
proper deter ■ination of the cost of capita1. Neither 
witnes s felt that a return could be dee■ed fair if it did 
not allow the Company to recover its cost of capital. The 
commission agrees with this. only in circumstanCes vhere it 
has been demonstrated that the company should not have the 

·pri·vilege of recovering its cost. of capital should the fair 
rate of return allow the recowery of less than this cost.
As a starting point, then, ve will analyze the issue of the
cost of capital. Without a reasonable esti•ate of the cost
of cap ital, it would be very difficult to fix a fair rate of
return.

The differences in the estimates of the cost of·capital of 
Vepco result mainly fcom differences in the estiaated cost 
of equity. It should be said at the out_set of this 
discussion that no technique or method of analysis will 
pcoduce reasonable estimates of the cost of equity unless 
great care is taken in its application and in drawing 
inferences from the results. Hr. Brennan stated tha t the 
cost of equity to Vepco �as 14.51. When exaained closely, 
this conclusion rests on tvo ideas. The first is that 
primary weight and emphasis should te given to 
earnings/pri ce ratios as a guide to the c ost of equity. The 
second is that the cost of equity shou ld allov the stock to 
sell at a market price to book value ratio of 1.2si. The 
Commission finds fault �ith both cf these contentions. �r. 
Brennan himself characterized the earnings/price ratio as a 
11partial11 cost rate because it does not consider the growth 
which is imFlicit in the price cf the stock. Does this mean 
•that the earnings/price ratio vill underestimate the cost of
equity? Since Hr. Bre nnan did not adequately de■onstrate 
how to take growth in to account, we cannot give great 
credence to this method as applied here . His second 
contention was that the �arket to book ratio should be 
I .25%. This seemed to rest on his opinion alone. Vagu e and 
unsupported references to an allcva nce of 1ss for "vagaries 
of the aarket" cannot be allowed to impose a financial 
burden upon the retail ratepa yers of Horth Carolin�. While 
a reasonable premium of market price to book value should be 
allowed in order,-to reflect the protable expenses associated 
with the attraction of additioDal equity, this Commission 
cannot and vill not attempt to set rat es high enough to 
effect ively insulate the Co11Fany fro■ the ■arket. i:hat 
seems proper, however, is to a1lov a return sufficient to 
provide for a reasonable premium in "normal" ■arkets. In 
buoyant markets, the pre■iu■ �ill increase due to ■arket 
opti■ism and in depressed ■arkets, the pre■iu■ will fall due 
t o  market pessiais■ but, on average, the Company should be 
abl e to •arket its stock and recei ve at least book value. 
It appears then that a pre•iua of 101 should be suff�cient 
for this purpose. 
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Hr. Bosenberg1s estimate of the cost of equity of 12.75% 
seems a bit lov. Although be applied the DCP. technique to a 
group of electric utilities vith some of the same 

· characteristics as Vepco, it appears that VepCo, because of 
its poor market performance, 11ay be marginally more risky 
than most of the firms in the group. An estimate of the 
cost of equity then should reflect this marginal diffe rence. 
we feel, therefore, that a reasonable starting point f or 
determining the fair rate of return is to use a cost rate 
for equity of JJi. That is, ve believe that if Vepco were 
able to earn a return of 13" on its book common equity, it 
would be able to attract both .equity and dett capital on 
reason able terms. At this rate of return it is unlikely 
that investors would be queuing up to purchase Vepco•s 
securities, but the Company should be atle to attract 
sufficient capital en reasonable te rms. 

When the cost of equity is included at 131, the overall 
cost of capital to Vepco is indicated to be 9. 38% on an 
original cost basis. \ihen the fair value increment of 
$22.526 million is added to the capital structure, the 
resulting ratios are 44.421 long-term debt; I 1.SJS preferred 
and preference stock; 42.651 common e quity; and 1- 40� cost
free · capital. Based on this capital structure, ve conclude 
that a return of 8. 10'1 would be fair. This return implies a 
return of 8.69S on the fair value common equity, which 
equates to a return of 13.65% on the original cost or book 
equ ity' in service to the Horth Caxolina retail cµstomers. 

In setting the return on rate base at this level, the 
Commission bas considered all the relevant evidence on this 
matter inc luding the reduction in addi tional capital 
required due to the cessation of construction on Surry units 
3 and 4 as well as the helpful effects of the Company's load 
management and conserva tion program and concludes that the 
return allowed herein will fulfill both the letter and the 
spirit of the law. As the supreme court of North Car olina 
has said: 

"In this State the te st cf a fair rate of return is that 
laid dovn by the Supteme Court cf The Dnited states in 
Bluefield Water works & Improvement. company vs. Public 
Service Commission of State of West Virginia, 262 U. S. 
679, 43 S. Ct. 675, 67 I.. Ed. 1176; that is, if the 
company continues to earn such a rate of return, will it 
be able to attract on :reascnable terms the capital it 
needs for the expansion- of its service to the public: 
See, G.S. 62-133(b) (4) .. " State fil ,£gl. Utilities 
Co!!!!l!iss!..Q.!! !.§. .. �Q!_gfil!, 278 N. C. 235, 238 (1971) .. 

The test then is not one of the a�solute percentage rate 
of return a llowed but of the effect. If Vepco earns a.1oi 
on the fair value of its investment in service to its North 
Carolina retail customers, vill it te able to discharge its 
duties to its investcrs and the FUblic1 Re believe that it 
will and that the weight of the evidence su pports this 
conclusion .. 
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The following schedules summarize th e gross revenues and 
the rates of return which the Company should have a 
reasonable opportunity to achieve, based upon the increases 
approved herein. such schedules, illustrating the company's 
gross r�ven ue requirements, incorporate the findings, 
adjustments, and conclusicns heretofOre and herein made by 
the commission. 

SCHEDULE I 
VIRGINIA ELECTRIC AND POYER COl!PANY 

DOCKET NO. E-22, SUB 203 
NOliTH CAROLINA RETAIL OPERATIONS 

STA TEHENT OF RE TORN 
TWELVE MONTHS ENDEI JUNE JO, I 976 

ADJUSTED FOB KNOIIN CHARGES 
(000 •s OM ITT ED) 

Operating revenues 

operating revenue· deductions: 
Operation and maintenance 

expense 
Depreciation 
Taxes other than income 
Income taxes - state 
Income taxes - Federal 
Charitable a nd educationa1 

donations (net of income 
taxes) 

Total revenue deductions 

Net operating incqme for 
retur n 

Present 
�-

33,107 
4,600 
4,784 

323 

2,780 

8 

$ I o,073 

Increase 
AJ112!Q!ed 

$3.709 

223 
209 

1,573 

2.005 

After 
Approved 
Increase 

33,107 
4,600 
5,007 

532 
4,353 

8 

$ 11 • 777 
==== ======= 

Investment in electric plant: 
Electric plant in service S!48,083 
Less: Accumulated 

deprecia tion (33,0,91) 
Amortization of 

n uc1ear fuel 
assemblies __ ___1!!76) 

Net investment in 
electric plant in 
service JJ.Ll.1§ 

$148,083 

(33,091) 
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Allowance for working c�pital: 
!la terials and supplies 
Cash 
llinimum bank balances 

_ Prepay11ents 
Xnvestment in leased nuclear 

fuel 
Less: Average tax accruals 

customer deposits -
Customer advances for 

coiistruction 
Total allowance for 

11orking capital 
Net invest■ent in electric 

. plant and allovanCe for 
working capital 

Fair value rate base_ 

Return on fair value rate. 
bas� 

4,686 
4,082 

760, 
110 

15 
(866) 
(310) 

__ .il.30), 

__ -1!..J47 

$122,863 

$1q5,389 
======:;: 

6. 93
======= 

SCHEDULE II 

VIRGINIA BLECTBIC AHD POiEB COKPANY 
DOCIIET BO. E-22, 5118 203 

NORTH CAROLINA.RETAIL OPBBATIONS 
STATEIIBBT OP EETIIBN 

TWELVE ftONTHS ENDED JIIBE 30, 1976 
ADJUSTED FOB KBOiN CHANGES 

(000 �s OftlTTED) 

Fair 
VB.lue 

Rate 
-�

Ratio 
_i_ 

Embedded Cost 
or Return on 

common 
Equity I 

4,686 
q_,.082 

760 
I I Ii 

15 
(866) 
(3 IO) 

·1130)

8.347 

!!22.863 

$145,389 
===== 

e.10
===== 

Net 
Operating 

Income 

Present Eates - Fair Value Rate Base 

Long-ter'11 debt 

Preferred stock 

co11mon egoity 
Book $39,Q76 
Pair va1oe 
increment 22s526 

Cost-free capital 

Total 

16,759 IJ.53 

-62,002 Q2.65

21os1 --1:!!.!!

$145,389 I 00.00
===== ===== 

7.82 

e. 01

5.9Q 

6.93 
--

$ 5,050 

1,342 

3,681 

$10,073 
====== 
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Atrnroved Bates - Pair Va1ue Bate Base

Long-term debt $ 64,577 44.42 7.82 $ 5,050 

Prefe rred stock 16,759 11.53 8. 01 I ,342 

common egui ty 
Book $39,476 
Fair value 

incre■ent _ 22. 52.§ 62,002 12.65 8.69 5,385 

Cost-free capital 2,os1 _.;..h!!.!! 

Total $145,389 100.00 8. 10 $II, 777 
======= ====== ====== 

EVIDENCE AND CONCLUSIONS FOB FINDING OP FACT HO. 12 

The evidence for this Finding of Fact is contained in the 
company's prefiled data and aimimum· filing reguireaents 
exhibits, vhich accompanied the original application for 
general rate relief, and the testimony of Co ■■ission Staff 
witness ililliaDs. the staff's evidence consisted of an 
analysis of its investigation of Vepco•s fuel procurement 
activit ies, including its revie� of the Co■pany•s long-t�rm 
cm.1 contracts, oil contracts and "spot" coa1 procure■ent 
activities. 

Staff witness Williams testified that the Co■pany•s fuel 
procurement activities appeared reasonable and w ithin the 
guid elines adopted by the Commission. 

From the evi dence presented, the Com■ission concludes that 
Vepco • s fuel procure11en t activities and purchase policies 
are reasonable and are in accordance Iii.th practices 
heretof ore reviewed and approved ty this Com.mission. 

EVIDENCE AND CONCLUSIONS FOE EI ND ING OF FACT NO. I 3 

The evidence on the �roper base fuel cost level to be 
incorporated into the basic rate design and into the proper 
G.S. 62-13Q(e) fuel cost adjust■eDt formula vas. conta ined in 
the testiaony and exhibits offered by Company witness 
Johnson and Staff witness Williams. 

Company witness Johnson testified that the base fuel cost 
level (1.290¢/KWD) utilized in.the reco■■ended for■ula for 

• rate adjustments based solely on the cost of fuel pursuant
to G. 5. 62- 13 ll {e) and incorporated into the basic rate 
design a pproved in the Company•s last general rate cas e was 
continued in the rate design proposed by the Company in its 
application in this proceeding. In subseguen t •testimony. he 
furthe r testified that the actual fuel cost experience tn 
the calendar year 1976 was 1.J84t per kilowatt-hour and that 
the probability of this average level of fuel cost declinirig. 
in the near future was s■all due to continuing mechanical 
proble■s at the Surry Nuclea� Plant. Br. Johnson 
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r ecommended that the base fuel cost level b e  adjusted to 
reflect the more current calEndar year I 976 fuel cost 
experience. 

Staff witness Williams testified that the 1-290¢ per
kilowa tt-hour base fuel cost level incorporated into the 
basic rate design was correct and appropriate based on the 
fuel cost experience in the test year (12 months ending June 
30, ( 976) and reco11mended that this base fuel cost level be 
included in the rates approved in this proceeding. Onder 
cross-examination, Mr. Williams testified that the higher 
fuel cost experience in the calendar year Mas a resuLt of 
abnormal operati ons of the Surry Nuclear Plant in late 1976 
and that the base fuel cost le"Vel is more appropriately 
established on normal plant operations. 

Based upon the foregoing testimony, the Commission 
concludes that the base fuel cost level to be incorporated 
into the basic rate design and into the recommended fuel 
cost a djustment formula (G.S . 72-13Q(e) and co■mission Rule 
Bf-36) of 1.290¢ per kilovatt-hour originally proposed by 
the company and recommende d by the Staff is representative 
of normalized test year experience. The proper ba se fuel 
cost 'level which is appropi::iate fer use in this proceeding 
is I .290¢ per kilowatt-hour and this base fuel cost level 
should b� reflected in the basic ra te design and recommended 
fuel cost adjustment formula. 

EVIDENCE AND CONCLUSIONS FOB HNDING OF FACT NO. 14 

w. L. Proffitt, senior Vice Eresident of Vepco, and Dennis
J. Nightingale, Electric Engineer of the Staff, presented
testimony on the adequacy of gener at ion faci1ities, reserve
margins a nd proposed construction schedules. Heither of the
public witnesses addresse d the quality of electric service
to retail customers. In the absence of complaints relative
to the reliabi1i ty �nd adeguac:y of electric service provided
to Vepco•s North Carolina retail customers, the Com■ission
presumes that Vei;co• s quality of electric service is
a degua te.

EVIDENCE AND CONCLUSIONS FOE HNDING OF FAC'.r NO. I 5 

The Commis sion vill nov analyze the testimony of Staff 
vi tness Winters regarding Vepco is accounting treatoent of 
spent nuclear fuel. Witness winters·testified that Vepco 
records the excess of market va lue over the original cost of 
uranium and plutonium in spent nuclear fuel in a n  Other 
Investments Account and that cor�esponding entries are made 
to decrease fuel expense. He further testified that 
decreases i n  fuel expense are not passed on to consumers 
through the fuel clause and that writing up assets to  market 
values is in violation of generally accepted accounting 
principles and accepted regula tory concepts. Witn ess 
Winters also stated that this accoont.ing treatment vas 
prescribed by the State corEoration Co1111ission of the 
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Commonwealth of Virginia. Witness Winters• testimony vas 
not contravened by the company. 

The commission finds tha t the retail ratepayers in North 
Carolina have not benefited in an} 11ay from Vepco•s having 
reco rded the excess of market value over original cos t of 
the u ranium and p.lutonium in SFent nuclear fuel and that 
this treatment violates the instructions in the National 
Association of Regulatory commissioners Unif0rm System of 
Accounts prescribed by t his Commission that spent nuclear 
fuel be recorded at ori ginal cost. 

The Commission concludes that Vepco•s practice of 
recording the excess of market 1alue over original cost of 
uranium and plutonium in spent nuclear fuel as prescribed by 
the state Cor poration Commissicn of the Co■11on11ealth of 
Virg inia does not conform to this Commission• s requ irement 
that assets be recorded at original cost. 

EVIDENCE AND CONCLUSIONS FOB FINDING OF FACT NO. 16 

Testimony concerning the design of ·schedule No. I -
Residential S ervice 11a s offered by H. l'l. Wilson, Jr., 
Director of Rates for Vepco, and by Dr. Dennis w. Goins, an 
economi st for the Commission staff. Hr. Wilson testified 
that the Basic Facilities Charge should be stated as a Basic 
Customer Charge on all future monthly bills and that the 
summer and pase period billing months shou ld be changed to 
J,une through September and October through Hay, 
respectively. Dr. Goins agreed that these changes vere 
appropriate. 

The residential rate design proposed by ftr. Wilson is the 
same as the rate design approved by the Commiss ion in Docket 
No. E-22, Sub 170. Ho�ever, Mr. Wilson proposed that the 
summer-base tail block price differential be increased from 
1.99¢ per kilowatt-hour (KBH) tc 2.54Jt per KWH. Dr . Goins 
presented an alternative residential rate schedule that he 
de signed. This schedule differed from the design, of both 
the current and the proposed Schedule No. I in four 
respec ts: ( I) the sum.mer tail block was e liminated and a 
single block KWH charge applicable to all summer period 
usage vas substituted;. (2) t1!1'0 RIIH blocks were introduced to 
replace the t hree KWH blocks in the base period rates; (3) 
the summer-base price differEntial v as decreased; and (4) 
the nn�ber of hou rs-to Bhich the· water heating provision is 
applicable vas increased from 600 KWH to 800 KWH. In 
addition, Dr •. Goins proposed a Easic customer Charge of 
$5.75 per customer per month instead of the $6.15 monthly 
charge proposed by Hr. Bilson. 

The KWH block arrangeaent proEcsed by Dr. Goins simplifies 
t h e  desi"gn of the rate schedule and enables th_e rate 
designer to set the summer-tas� price differential at a 
reasonable ieve1. The cu�rent in�erted sumcer rate and the 
large summer-base price differential were intended as 
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methods to give customers proper price signals regarding the 
cost differences of consuning large quantities of 
electricity in the summer and tase periods. Dr. Goins 
testifie.d that since 1970 the Vepco winter system peak has 
grown at a faster rate than· the summer system peak and that 
vepco•s summer an d winter system peaks are expected to grow 
�t approximately the same ra te through (986. Given these
data, the Commission does not telieve that increasing the 
summer-base price differential vill give residential 
customers proper price signals regarding the time-related 
cost differences associated vith their consumption of 
electricity in different time periods. 

The commission concludes that Schedule No. I should be 
designed to reflect the changes proposed by Dr. Goins and to 

•incorporate the terminolog y and seasonal billing month
changes proposed by Kr. Wilson. The approved schedule No. I

Residential Service incori:crates these changes and is
attached in Appendi.x A:· 'I-his approved rate schedule
recovers costs in an efficient and equitable ganner, conveys
proper,price signals to residential c ustomers, minimizes the
impact �f the· re·aesign on monthly bills, and moves toward a
more proper resf:dential rate design .. ·

EVIDENCE AND CONCLUSIONS POB FIHDING OP PACT NO. 17 

The Company•s witness �n rate design testified that the 
rates proposed by Vepco .in this dock�t �ere initially 
designed to achieve uniform rates of return for all classes 
of service based on a cost-of-service allocation study for 
the 12 months ending June 30, 1976. Be further testified 
that minor ad just■ents were made so that the pricing of 
Schedule Nos. 30 and 42 Mould not he higher than that of 
schedule Nos. 5 and 7. 

The Staff presented testi•ony indicating that the effects 
of the Company's proposed rates oi; the rates of return by 
classes for the 12-month p eriod ending December 31, 1975, 
had also been reviewed. On that basis, it was found that 
t he rates of return for all classes would have been withiri 
8.5% of the retail average rates of return· Which represented 
a significant reduction in the variations in returns betveen 
classes. In addition, it was testified that consideration 
must be given to f actors other than costs in designing rates 
such as possible customer impact, inherent relationships 
betveen rates, and historical rate design. For these 
reasons, the Staff agreed with the distribution of the 
proposed revenue increase among rat e  classes. 

The commission is of the opiDion that the distribution of 
relative revenue increase betveen rate classes proposed by 
the company is appropriate and should be generally 
.maintained, as the rates are repriaed to produce· the total 
level of �venues approved herein. 
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EVIDENCE AND CONCLUSIONS FOE lINDlHG OP FACT NO. 18 

Mr. Wilson, Vepco 1 s rate design witness, described the 
proPosed changes in rate design. The Company originally 
proposed to change the summer hil1ing period from Jul}' 
through October to June through September for all of its 
schedules except Schedule Nos. 6 and SP. Hr. Wilson stated 
that the new period would be mo�e representative of seasonal 
customer usage patterns. 

Vepco later requested that the summer ratin g period not be 
changed at this time but that the commission require the 
change a fter this summer season. As a reason for the 
request, Hr. Wilson stated that there would be inadequat e 
time to notify the customers of the change before this 
summer season and, therefore, considerable confusion could 
result. 

Additional chang es in rate design for general service and 
lighting schedules proposed by t he Company included a 

· simplification of the hlccking of schedule Nos. 5, 7 and 30
an·a the add ition of a separately stat ed customer Charge to
schedule Nos. 5, 30 and 42. The Company also proposed to
include a demand charge in Schedule No. 5 for demand in
exce ss of 200 KR to limit the migration of customers between
schedule Nos. 5 and 6.

The Staff testified that the design of the general service 
and lighting schedules vere i:evieved. The Staff witness 
agreed vith the design changes proposed hj the Company in 
these rat e schedules. In addition, the Staff's witness 
proposed that the bill in g ·demand ratchet of schedule No. 6 
be chan ged to include a miniu.u11 hil.ling demand provision 
based on winter usage (50% cf the maximum winter deaand). 
Testimony vas presented that, in recent years, Vepco•s 
winter peaks have grown faster than its summer peaks. The 
addition of a winter ratchet px:ovision voold provide a 
mechanism for signaling customers of the relative grovth of 
the winter peaks and for recoverimg costs associated vith 
maintaining locai facilities for winter peaking cust omers. 

From review of the evidence presented, the Commission 
concludes that the changes in x:ate design proposed by the 
Company are reasonable. The Commission is avare of the 
relative grovth of winter load and, thus, is of the opinion 
that the Staff's recommendation to include a winter ratchet 
provision in schedule No. 6 (Large General Service) is 
appropriate . The commission further concludes that the 
summer rating period stated in the rates should remain as 
presently in effect and would recomQend that the company 
file to change these summer rating periods after the 1977 
summer season so that adequate notice can he provided 
customers. 
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EVIDENCE AND CONCLUSIONS FOE FINDING OF FACT NO. 19 

The Company's witness testified that the increase in cost 
since the last rate proceeding which prompted this rate 
increase request bad been priuarily demand-related. For 
that rea son, Vepco designed it s proposed gen er al service 
rates by increasing only the demand-related portions of each 
rate. For Schedule Nos. 5, SP and 7, the a djustments were 
"across-the-board" percentage increases.. The adjustment s to 
Schedule No. 6 were in the form cf the addition of a uniform 
amount to each demand block. The priciµg of the blocks of 
Schedule Nos. 30 and 42 were set at the same values as those 
in Schedule Nos. 5 and 7, respectively. 

The Staff's testimony indicated that the Company's 
procedure for adjusting· the charges in the. proposed general. 
service rates resulted in an increase in the seasonal 
differentia l. in summer and winter pricing (for the rates 
which include a seasonal. price differential) .. The Staff 
testified that since the winter charges are lover than 
summer charges, an acro ss -the-beard percentage increa se does 
not increase the winter charges as much as the summer 
charges in absol.ut·e terms, thus the differential. in absolute 
p rice iµcrea ses. Fu�ther, the St aff indicated that under 
the. conditions of faster growth of the winter peak relative 
to the summer peak, an increase in pricing differential. 
would give th e customer a n  inaccurate pricing signal .. For 
this reason, 'the St aff pro po sed that Schedule No s .. 5, SP and 
7 (and, thus, 30 and ci2) te repriced to insure that the 
rel ative di f fer ential s in summer and winter prices remain a s  
presently i n  effect. 

The Staf f also testified that the review of Vepco 1 s 
proposed lighting sched ul.es indicated ·tha t the charge for 
several of the fixtures vas in creased significantly (60-
1 00%). Although these increases 1rere b ased on cost, the 
Staff recommended that the increa ses on the price of any 
fixture be limited to 501 becau se of the pos sible impact on 
individual customers. 

The commi s sion concludes t hat t he changes in pricing 
proposed by the staff are appropriate for· the reasons 
presented. The commission i s  of the opinion that Vepco•s 
rates should be rep riced to include the Staff's pr oposal.s 
descr ibed above a n d to reflect the les ser amount of general 
revenue increase appr oved herein. Appendix A consists of a 
set of rate • schedllles which h ave been designed to 
incorporate all of the changes ccncl.uded by the Commission 
to be appropriate. 

EVIDENCE AND CONCLUSIONS FOS !INDING OF FACT NO. 20 

The Company's witness p resented several changes in the 
wording of its service Bules and Regulations and Terms and 
con dit ions of Service. ii th respect to the Service 
Regulations, one major adjustsent proposed by Vepco wa s the 
inclusion of a $6.50 charge for trou�le calls where it is 
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determined that the Comp!.ny• s equipment is not a t  fault. 
Another proposal was to inc1ude wording which wou1d al1ow 
the Co�pany to charge a security deposit against future 
damages when evidence cf uetei: tami:ering is found on a 
customer's premises. A third proposal was to increase the 
facilities charge to reflect the return reguested in this 

·proceeding.

The Staff's testi■ony indicated that it vas in agreement 
with all of the company's prcposed chariges except the 
facilities charge. The Staff indicated this charge should 
be adjuste d to reflect the return app ro ved by the 
commission. 

The Commission is of the oti�ion that the Service Rules 
and Regulations and other provificns of service proposed by 
the Company should be approved as filed with the exception 
of t he facilities c harge. The ccnmission concludes tha t the 
Facilities Charges should be repriced to ref1ect the overall 
rate o f  return approved herein. The Service Rules and 
Regulations and other provisions of service included in 
�ppendix A contain all of the changes concluded appropriate 
by the commission with the exception of the facilities 
charge. This charge should be recalculated as described 
above and incorporated in the Service Rules and Regulations 
shown in Appendix A. 

IT IS, THEREFORE, ORDERED as follows: 

I. That effective for retail electric service r endered
in North Carolina on and after July 5, 1977, Virginia 
Electric and Power Company is hereby a llowed to place into 
effect the incre ased rates descrited in paragraph 2 below, 
v hich rates are designed tc �rod uce additional annual 
revenues in the amount of $3,109,000. 

2. That the rates and changEs to the Service Rules and
Regulations approved herein, with the excep tion of changes 
to the Fac ilities charges, are set forth in Appendix A 
attached hereto. The Company shall reprice the Facilities 
Charges to reflect the rate of return approv ed herein and 
incorporat e this charge in to the Service Ru les and 
Regulations sh own in Appen dix J\. The Company sha·ll file 
amended tariffs reflecting th e rates and Service provisions 
contained in Appendix A on or before July 5, 1977. 

3. That Vepco maintain adEquate records to clearly
. identify any amounts recorded tc reflect the excess of 
market value over original cost of uranium and plutonium in 
spent nuclear fuel and that any such excess so recorded 
sha11 . not be amortized in any way to operating expense 
without approval of this Ccmmissicn. 

4. That the formula for fuel cost
62-!34(e) attached hereto as Appendix 
hereby, approved for continued use 
under G.s. 62-134(e). 

adjustments under G.S. 
B be, and the same is 

with any filing made 
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5. That Vepco s hall give public notice of the rate
increase approved herein by mailing a copy of the notice 
attached hereto as Appendix c by first class mail to each of 
its North Carolina retail custome rs during the neit normal 
billing cycle. 

ISSOED BY ORDER OF THE COftftISSION.

This the 30th day of June, 1977. 

NOBTH CASOLIRA UTILITIES COl'UUSSION 
(SEAL) Katherine fl. Peele, Chief Clerk 

NO�E: For Appendices A, B, and C, see official Order in the 
Office of the Chief Clerk. 

DOCKET NO. E-22, SUB 203 

BEFORE THE NORTH CHOLINA OTIUUES COMBISSIOH 

In the Matter of 
Application of Virginia Electric 
and Power Company for Aut hori ty 
to ·Adjust and Increase Rates and 
Charges 

) DECISION AFFIRMING ORDER 
) 0Fa0NE30, 1977, ON 
) RECONSIDERATION 
) 

HEARD IN: Commission Bearing Boom, Dobbs Building, ·fiJO 
North Salisbury Street, Ra leigh, Horth Carolina 
27602, on September e, 1977 

BEFORE: Commissioner Leigh H. HamBond, Presiding; 
Commissioners Be n !. ·noney, Sarah Lindsay Tate, 
Robert Fischbach, and John w. Winters 
(Commissio ner Deane participating by reading 
transcript of Oral Argument) 

APPEARANCES: 

For the Applicant: 

Robert ·c. Howison, Jr., Joyner and Howison, 
P.O. Box 109, Raleigh, North Carolina 27602 

Guy r. Tripp III, Bunton an d Williams, P.O. Box 
1535, Rale igh, Horth Carolina 23217 

For the Public Staff: 

Robert F. Page, Assistant Staff Attorney, North 
Carolina Utilities co■11.ission - Public Staff, 
P.O. Box 991, Raleigh, North .Carolina 27602 

For t he Attorney General: 

Rich ard L. Griffin, Assistant Attorney Ge neral, 
P.O. Box 629, Raleigh, North Carolina 27602 
For: Using and Con�uming Public 
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BY THE COMMISSION: This matter is nov befo r e  the 
Commission on reconsideration pursuant to G.s. 62-80, both 
on the Commission's own mo tion and upon motion by the Public 
Staff. 

On July 22, 1977, the Public Staff filed Notice of 
Intervention and Petition fo r Beconsider ation. on  July 25, 
1977, the Commission entered an Crder Setting the Docket fo r 
Hear ing on Oral Arguments and Requiring Briefs. By Hotion 
filed on August 2, 1977, Virginia Electric and P.over Company 
(VEPCO) filed a Motion for continuance of the Oral Argument 

from August 30, 1977, to the week of September 5, 1-977, and 
that Motion was allowed by Cosmission Order of August 8, 
rescheduling the Oral Argutitent for S eptember B, 1977. 
Briefs were filed by the parties and or al Argument vas heard 
on September 8, 1977. 

Chairman Koger did not part icipate following an opinion of 
the Attorney General t hat his prior participation as 
Director of Engin eering in  the staff investigation of the 
applica tion would prevent bis voting on Reconsideration. 
See also �g !§• Railwa1 Campa�� 257 NC 683 (1962). 

The Commission•s decision on reconsideration of this 
proceeding is based upon the evidence of record taken at the 
Hearings and at the Oi:al Argument of September 8, 1977, 
vherein all parties were allowed the oppo rtuni ty to be beard 
under the provisions of G.S. 62-80. 

Based upon reconsideration of the record herein and the 
pleadings and bri efs and arguments of the parties relating 
ther eto, the commission by evenlj divided decision concludes 
that the order of June 30, J S11, herein should not be 
altered or amended and, thus, remains in full force and 
effect. While the evidence cf record is distinguishable 
from that in Docket No. E-2. sub 297, the application of 
Carolina Pover and Light Company, the issues raised on the 
Petition fo r Reconsideration are siailar, and the 
commission I s eYenly divided vote bas the same effect of 
upholding the Order of June 30, 1977. 

ISSUED BY ORDER OF THE connISSICN. 
This 22nd day of Sept ember, t 977. 

(SEU) 
NORTH CHOLINA UTILITIES COftftISSION 

Kathe rine M. Peele, Chief Clerk 

Commissioners Deane, Boney and Tat e ,  voting 
Commissioners Hammond, Fischbach and Winters, 
Chairman Koger, not pa r ticipating. 

to affirm. 
dissenting. 
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DOCKET NO. E-::i:2, SUB 212 

BEFORE TBE NORTH CAROLINA OTILI'IIES COMMISSION 

In the Matter of 
Application by Virginia Electric and Pover ) 
Company for Authority to Adjust Its Electric ) 
Rates and Charges Pursuant to G.S. 62-13Ll(e) ) 

ORDER 
APPROVING 
DECREASE 

BY THE COMHISSION: On Hay 31 • 1977, Virginia Electric and 
Power Company (VEPCO) file d aD Application with the 
Commission, pursuant to G.S. 62-JJq(e), cequesting authority 
to decrease its retail electtic rates and charges by 0.JBO 
cents for each kilowatt-hour sold under its filed rate 
schedules beginning with the billing month of July I, J977. 

The Application of VEPCO sought approval of a 0.3341t!/KAH 
adjustment to the basic retail �ate schedules in lieu of the 
0.514¢/KWH adjustment previously approved by the Commission 
effective for the billing mcnth of June, 1977. The 
0.\80¢/KWH decrease, as shown on Fuel Charge Bider-Y, is 
based solely on the decreased cost of fuel used in the 
generatio n of electric paver diring the months of February, 
Karch and April, 1977. 

With tli'e Application the Co11i:any fil.ed the affidavits of 
R. c. Houghton, -Jr., Director of  E.egulatory and Statistical
Services ,  D. R. Hostetler, HanagEr of Nuclear Fuel Services
and R. N. Fricke, Manager of Eossil Fuel Ser vices. Mr. 
Houghton offered infcrmation as to the determination of the 
0 .33 4 ¢/KWH factor. Kr. Fricke reviewed VEPCO I s fuel 
purchasing practices for the Donth of April, 1977. Hr. 
Hostet ler, testified on the comEany•s calculation of the 
nuclear fuel salvage values. 

The staff reported en its investigation and review o f  this 
appl ication at the commission•s regular weekly meeting on 
June 13, (977. 

After careful consideration and scrutiny of the affidavits 
filed by Virginia Electric and Power Company, the commission 
is of the opinion, and so concludes, that the adjustment in 
rates proposed by Virginia Electric and Paver Company is 
c or rec t and a ppr op ria te. 

IT IS, THEREFORE, ORDER EC That Fuel Charge Ri der-Y, 
increasing by 0.334¢ the charge fo r each kilowatt-hour sold 
under Virginia Electric and Paver Company's filed rate 
schedules, is approved to go intc effect beginning with the 
billing month of July, J9T7, in lieu of the previously 
approved adjustment of 0.514¢/KWB. 

ISSUED BY ORDER OF THE COHHISSICN. 
This the 14th day of June, 1977 

(SEAL) 
NOBTH CAEOLINA UTILITIES COMMISSION 
Katherine M. Peele, Ch ief Clerk 



RA 'IE S 287 

DCCKET NO. E-22, SUB 216 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of Virginia Elec - ) ORDER APPROVING ADJOSTftENT 
tric and Power Comi:any for ) IN BATES AND CHARGES 
Authority to Adjust Its Elec- ) PURSUANT TO 
tric Rates and charges Fursuant) G. s. 62-t3Q(e) 
to G. s. 62-1 34 (e) ) 

HEARD IN: The Commission Hea�ing Boom, Dobbs Building, 
Q30 N. Salisbury Street, Raleigh, North 
Carolina, Cctober 18, (977 at 9: 30 a.m. 

BEFORE: Robert K. Koger, Piesiding; Commissioners Ben 
E. Roney, Leigh H. Hammond, Sarah Lindsay Tate,
Robert Fischbach, John w. Winters

APPEARANCES: 

for the Applicant: 

Guy T. Tripp Ill, Esq., and Edgar H. Roach, 
Jr., Esq., Hunton and Williams, P. o. Box J535, 
Richmcnd, Virginia 23212 

Robe rt 
Howison, 
27602 

c. B011isc11, Jr., Esq., Joyner and
P. o. Box 109, Raleigh, North Carolina

For the Public staff: 

Dwight Allen, Assistant Staff Attorney - Pub1ic 
Staff, Q30 N. Salisbury street, Rale igh, North 
Carolina 27602 
Par: Using and Consuning Public 

For the Intervenors: 

Richard L. Griffin, Associate Attorney General, 
North Carolina Department of .Justice, Post 
Office Box 629, Raleigh, North Caro1ina 27602 
For: Using and con::'llming Public 

BY THE COHHISSIOH: On September 30, 1977, Virginia 
Electric and Power Company (bereinaft er referred to as 
11VEPC011) fi1ed an App1iCation for authority to adjust and 
decrease its retail electric rates and charges based solely 
upon the decreased cost of fuel used in th e genera tion of 
electric power pursuant to G- s. 62-134(e). VEPCO requested 
approval of Fuel charge Rider-cc, which would adjust the 
charge for each kilowatt-hour ty 0.35Q cents which is a 
decrease of 0.025¢/KWH fro� the 0.379¢/KWH adjus tment 
cont ained in Fuel C hacge Bider-EE approved on September 27, 
1977. 
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on October 3, 1977, the Commission issued an order setting 
Bearing and Beguiring Notice. 

The bearing vas commenced er October 18, 1977 in the 
Commiss ion Hearing Room. VEPCO offered the testimony of R. 
c. Houghton, Jr., Director of Regulatory and Statistical 
Services of VEPCO, testifying a� to the computation of the 
fual adjustment factor, and B. N. Fr icke, Manager of Fossil 
Fuel s�rvices of VEPCO, testifying as to the changes in the 
cost of fuel used in the generation of electric paver. 

The Public Staff offered the t estimony of Andrew w. 
Williams, Director of the Electric Division, testifying on 
the Public staff's review of th e evidence presented by VEPCO 
in support of Fuel Charge Bider-cc and reco■mend ing a 
modificat ion in the current fuel cos t adjustaent procedure. 

Th e portion of the hear ing dealin9 vith the Public Staff's 
recommenda tion for a modification in the existing fuel cost 
adjustment procedure vas continced until Noveaber 21. 1977. 
This matter vill be consolidated for hearing with similar 
tes t imony in Carolina Paver and Light company• Docket No .. E-
2. Sub 316 and Duke Paver Company. Docket No. E-7. sub 23f.

After careful consideration a�d scrut iny of the evi dence
and te stimony offered by both Virginia Electric and Power 
Company and the Public staff, the Commission is of the 
opinion, and so concludes. that the adjustment in rates, as 
shovn on Fuel Charge Rider-cc. Froposed by VBPCO is correct 
and appropriate. 

IT IS, THEREFORE, ORDERED that in lieu of the previously 
appro·ved adjustment for increased fuel costs to VEPC0 1 s 
basic rates of 0.379.¢/KWH, Fuel Charge Rider-cc, vbich 
a•djusts VEPCO •s basic rates by an increase of 0.35LJ cents 
for each kilowatt-hour is approved effective for b ills 
rendered beginning with the billing month cf November, 1977. 

ISSUED BY ORDER OF THE·COMMISSICN.
This the 26th d ay of October, 1977. 

(SEAL) 
NORTH CAEOLINA UTILITIES COHHISSION 
Katherine a •. Peele, Chief C1erk 

DOCKET NO .. E-35, SDB 6 

BEFORE THE HORTH CAROLINA UTILITliS COMMISSION 

In the Hatter of 
Application of iestern Caro1ina) BECOHHBNDED ORDER 
University for an Adjustment of) APPROVING INCREASE 
Its Rates and Charges ) IN RATES AND CHARGES 

BEARD IN: Jackson county Court house, Sylva. North 
Ca rolina, en Barch 9, 1971, at 9:30 -a.m. 



BATIS 

BEFORE: Chairman Tenney I. Deane, Jr. 

APPEARANCES: 

For the Applican t: 

William 
Carolina 
28723 

E. Scott, Legal counsel,
OniversitJ, Cullo�hee, North 

For the Commission Staff: 

Jane s. Atkins, Associate commission 
Ruffin Building, One West Horgan 
Raleigh, North Carclina 27602 
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Western 
Carolina 

Attorney, 
Street, 

BY THE COHMISSION: On August 20, 1976, Western Carolina 
University (Western Carolina) filed an Application with the 
Commission seeking to increase the rates and charges for 
electric service to its retail customers in the Jackson 
county, North Carolina area. 1he proposed increase, in the 
form of a 20.591 across-the-board charge, results from a 
29. s,; increase in wholesale i:ates charg.ed Western· Carolina
by· its vholesale  supplier, Naotabala Paver and Light 
company. 

In response to said Application, the commission, on 
Sept ember 7, 1976, issued an Order Approving Interim Rates, 
s�tting the !!tatter for Investigation, and Requiring Public 
Notice. The effect of tha t Order va s to approve the 
requested increase, effective October I, 1976, on an interim 
basis subject to refund pending f inal deter■ination by the 
Commission. 

Following the issuance of sai d Order the Commission 
received petitions contain ing over (500 signatures in 
protest of the proposed rate increase. In view of said 
protest, the Commission, on December 2, 1976, issued an 
order setting the matter for hearing and requiring public 
notice. 

Pursuant to said Order and following public 
hearing was held on Karch 9, (977, at 9:30 a.m. 
Jackson County courthouse, Sylva, North Carolina. 

notice, 
in the 

George M. Duckwall, Utilities Engineer vith the 
Commission, appeared at bearing and offered testimony on 
behalf of the Commission S taff. �illiam stump, Manager of 
the electric distribution system for Western ·carolina, 
offered testiEony on behalf of Applicant. 

The following public 
the proposed increase: 
Bumgarner, Lonnie Dills 

witnesses testified in 
Lebern tills, Hamie 
and Jerdie Stephens. 

opposition to 
Mills, James 
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Based on the 
hearing and from 
the following' 

ELECTRICITY 

Application a� filed, the testimony at 
the record as a �hole, the commission makes 

FINDINGS OF FACT 

(I) Applicant, although not a public utility, is subject 
to the jurisdiction of the Ncrth Carolina Utilities 
Commission with res�ect to the rates and services to its 
electric retail customers in North Carolina. 

(2) en October I, 1976, Applicant experienced a 29. 5%
increase in the cost cf purchased power from i ts wholesale 
supplier of electricity, Nantabala Power and Light Company, 
which cost of power has been reco-vered by Applicant through 
an across-the-board increase cf 20.59� approved on an 
interim basis effective October I, 1976. 

(3) Applicant can recover its in creased wholesale costs
through a t 7 .. 25'.C accoss-the-bcard increa!5e which would not 
increase its le vel of earnings or rate of return on 
investment, but would only avoid attrition in earnings 
occasioned by increased purchased pow er expenditures .. 

(4) The overall service of Applicant is adequate ..

EVIDENCE AND CONCLUSION FOB FINDING OF FACT NO ..

The evidence for t his finding is found in the Application 
submitted by Western Carolina and is not contes ted.. This 
finding is pr ocedural in nature and doe s not warrant further 
discussion. 

EVIDENCE AiD CONCLUSIONS FOR FINDINGS OF FACT NOS. 2 & 3 

The evidence for Findings of Fact Nos .. 2 and 3 can be 
found in the Applicaticn cf iestern Carolina and the 
testimony of Willia� c. stump and George H. Duckwall .. 

iitness stump testifying for the Applicant, testified that 
he had revie wed th e 29.5% 1i1holesale incre ase and had 
computed a 20.59% retail increase as being the amount 
required to recover the increased wholesale cost. 

Witness Duckwall, testifying for the Commission Staff, 
stated that said wholesale inccease could be recovered by a 
f7 .. 25% across-the-board retail increase. Hr. Duckwall 
attributed the difference in his Eerce ntage calculation and 
that of the Applicant to the folloving adjust■ents: 

(a) The purchase paver expens e increase calculated by 
Applicant involved an averaging of all bills vhile
Witness Duck1i1all made his calculations from an
analysis of actual billing considering both demand
and energy charges.
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(b) Witness Duckwall :ceduced the purchase po11er expense 
shovn b y  Western Car olina to account for the amount
collecte d during the test year through t he purchased
power fuel adjustme nt charge.

(c) Witness Duckwal.l proformed t h e  test year revenues to
allow for a 13% pass through effec tive Februar y 1976.
This pass through vas not included in Applicant's
calculations.

The net eff ect of the above adjustments is. to reduce the 
revenue requirement s nee ded by iestern Carolina by $6184.86 
as detailed in GHD-f, attached as an exhibit to Hr. 
Duckwall's testimony. The Coamission concludes that these 
adjus tments, which resul t in a 17.251 across-the-board 
increase, are re asonable and should be adopte d. 

Additionally, Witness Duc kva.11 modified the purchased 
powe r cost adjus tment clause tc e nable western Carolin a to  
recover both the demand and energy c osts of, Nan tabala•s 
monthly purchased paver cost adjustment fac tor. This 
modifica tion, which was an e:xhi bit to Nr. Duckwall 1 s 
testimony is expre sse d  as set for th in Appendix A attached 
her eto. The Commis sion concludes that said lil.Odification is 
reasonable an d should be approved. 

The Commission is aware that this p. 25% increase is less 
than the interim increase of 20.59% approved on an in terim 
basis by Orde r issued September 7, )977. However , the 
Commission notes that the revenues collec ted under the 
purchase paver fuel adjustment char ge have been inadequate 
and that the adjustments m ade by Witness Duckwall and 
approved herein, will correct this problem in the future. 
The commission, therefore, concludes that the costs 
recovered unde r the interim incr ease effective October I, 
1976, are reasonable and should net be subjec t to refund. 

EVIDENCE AND CONCLOSIONS FOR FINDING OF FACT NO. q 

The evidence for this finding appears in the testimony of 
the public witnesses and in the testimony of Staff Witness 
Duckwa ll. The public w itness expressed concern that voltage 
levels on bot h the Wilson Creek and Cave creek circuit s were 
not within Commission standards. Ahil.e Western Car olina 
should work to i mprove t hese vol.tage pro blems, the 
commission no tes tha t the vcltage prcblems experienced in 
previous tests had been c o rrected and that overall voltage 
levels are adequate. 

Both line maintenance and safety code problems have 
improved since the previous investiga.tion.  

IT IS, THEREFORE, ORDEBED THA1: 

{I) Effective with elect ric service rendered on 01: after 
the date of this Order, Applicaz:t, wes tern Carolina, is 
authorized to collect an across-the-boar d increase of 17.25% 



292 ELEC1B1CITY 

over the rates in effect on September 30, I 976, on a 
permanent basis. 

(2) Al1 sums collected under the interim 
effective October J, 1976, should �e retained by 

inct:ease 
Applicant. 

(3) The purchased power adjustment c1ause outlined in 
Appen diI A re■ain in full force acd effect. 

(4) In the event Western Carolina should r eceive a refund
from Hantahala for who lesale pur chases involved in this 
docket, said refund shall be passed to Applicant's retail 
customers in like manner • 

. ISSUED BY ORDER OF THE CO!UUSSION. 
This the J3th day of April, 1571. 

(SEAL) 

(DfE) 
A = 

p 

NORTH CA�OLINA UTILITIES COMftISSION 
Katherine M. Peele, Chief Clerk 

APPENDIX A 

Hodification of Purchased Paver 
Cost ·Adjustment Formula 

X ----------

(1-L) 

A= Amount of adjustment to be add ed to custo■ers• bills in 
dollar s per Kilowat t hour. 

D Total dollars of demand porticn of pur chased paver cost 
adjustment factor for the ■cnth preceding the current 
billing month. 

E Total dollars of energy porticn of purchased power cost 
adjustment factor fer the scnth preceding the current 
billing month. 

P Ki1ovatt hours purchased duriEg the month preceding the 
current b illing nontb. 

L Loss factor for the preceding fiscal year. (8.21%: for 
1975-1976). 
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DOCKET HO. E-Q2 

BEFORE THE NORTH CAROLINA DTILITIIS COMMISSION 

In the �atter of 
Appl ication of Roselle Lighting Ccapaoy, Incor
porated ,. for the Approval of an Agreement for 
the Tovn of Landis, North Carolina, to Purchase 
the Assets of Roselle Lighting Cc&pany ,. 

Incorporated 
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) ORDEB 
) APPROVING 
) TRANSPEB 

I 
I 

BY THE COlH'!.ISSICN: On January 7, 1977,. Boselle Lighting 
Company, Incorporated ("Roselle"), Post Office Box 55, 
Landi s, North Carolina, filea an application vith the 
commission for approval of a conti::act ,. which vas attached to 
the applica ti on, whereby Roselle would sell all its electric 
properties and equipment to the 7own of Landis ("Tovn R) at a 
purchase price of $700 ,. 000 plus the value of ·certain 
accounts receivable of Boselle and plus or ainus certain 
other adjust■ents, all a s set forth in Paragraph 2.J,, 2.2, 
and 2.3 of the conti::act; and whereby,. upon consumaation of 
the transaction, the To vn wili provide electri� service to 
the for■er customer s of Roselle at the existing rates for 
the Tovn•s present custo■ers. Roselle further asked that 
the Commission reassign to the Tcwn_,. if necessary,. the 
service area heretofore assigned by the Coaaission to 
Roselle. Boselle also requested that the Commission give 
consideration to the applica tic11 so that ,. i f  a·pproved ,. the 
transfer could be co■pleted in early narch. 1977. 

In the application, Boselle stated ·as follows: (I) that 
Roselle is a corporation , duly created,. organized and 
existing under and by virtue cf the lavs of the State of 
North Carolina and having its principal office and place of 
business in Landis ,. Rovan County, North Carolina; (2) that 
Roselle is a public uti lity engaged in the transmission. 
distribution and sale of electric service at retail in Rowan 
county,. Horth Carolina, and as sach, is subject to the 
reg ulatory jurisdiction of the com■issioni (3) that Boselle 
is presently serving apFroxi■ately 955 residential an d 82 
commercial customers in the south Bowan County area vith 
approximately sixteen (16) miles cf pri■ary lines; (Q.) that 
Roselle does not furnish electric service to anyone 
wholesale, is not engaged in interstate trans■ission of 
electricity, and is not subject to the Federal Paver 
Commission or the Securities and Exchange Com■ission; and 
(5) that Roselle's sub-station is located inside the

corporate limits of Landis on south Chapel street and the
company's office is located at 201 East 29th Street in
Kannapolis, Horth Carolina.

The application further stated as follovs: (J) that the 
Tovn of I.andis is a �unicipal Corporation located in Bevan 
County, Horth Carolina; (2) that the Tovn ovns and operates 
its ovn electric distribution system, purchasing electtic 
power and energy from Duke Pc11er Company and distributing 
this energy to some 1,350 reside ntial and coamercial 
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customers; (3) that the existing rates of the Tovn, except 
rates for certain ccmmercial custcmers, are less than the 
existing rates cf Bcselle; and (q) that, if approved by the 
Commission, upon consummation of the transaction describea 
in the contract, the Tovn vill i:rovide el.ectric service to 
the former customers of Rose lle at the existing rates of the 
Tovn, vhich will result in decreases of six and one-tenth 
percent (6.1%) in the charges made to residential customers 
and five and one-half perceDt (5.5%) in the ch arges to 
commercial customers of Roselle. 

In the application, Roselle alleged that the sale of its 
assets to the Town wo ul d resul t in a more economic, adequate 
and dependable service for the customers of Roselle and of 
the Tovn. Roselle further al leged that the purchase price 
for • the assets represents a fair a nd proper value thereof 

and that Roselle's abandonment by vay of sale o f  its assets 
to the Tovn v ould. best serve the public convenience and 
necessity. 

Along vith its application, Rcsel le submitted a copy of a

feas ibility study, performed by southeastern Consulting 
Engineers, Inc., Charlotte, North Carolina, concerning the 
feasibility of the proposed txansaction. Thi s  study 
includ ed, inter alia, a discussion of the folloving items: 
(I) A financial analysis o f  the p:oposed sale, (2) the

c ondition of the existing system; (3) the plans for future 
system expansion; and (4) recommendations and conclusions 
regar ding th e proposed sa le. 'Ihe recoamenda tion of the 
s tudy vas that the Tov n shou l d  pur chase the facilities of 
Roselle. rn this regard, the study c oncluded as follows: 

11 In general, the Tovn • s purchase of Roselle Ligh ting 
company vould be financially teneficially to the customers 
of the Tcwn and the consclidation of the two electr ic. 
distribution systems would be ideal with regard· to system 
operation and future expansion." (P. 9 and 10· of the 
Peasibili ty Study) 

Attached as exhibi ts to and in support of the feasibility 
study performed by southeastern Ccnsulting Engineers, Inc., 
vere the folloving ezhibits: (I) Balance sheet of Roselle 
for the fiscal year ending DecenhEr 31, 1915; (2) Income 
statement of Roselle for the fiscal year ending December 31, 
J975; (3) Comparison of original and replacement values for 
plant accounts of Roselle; (ll) current electric service 
r ates of Roselle; (5) current electric service rates of the 
Tov n of Landis; (6) Electric consumption and revenues based 
on current Rosell e rates ; (1) Electric consumption and 
revenues based on current Tcvn of Landis rates; (8) Paver 
purchase rate; (9) Paver purchase costs for comb ined 
purchases based on the cu�rent purchase rate; (10) Pover 
purchase cos ts f or Roselle purchase only, based on the 
current pur chase rate; (11) Paver purchase costs for Town of 
Landis purchase only, based on the current purchase rates; 
and ( 12) pr ojection of net revenue and ad ditions to net 
income. 
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As part of its applicatic11, Roselle requested the 
Commission to approve, either for direct mailing to all 
Roselle's existing customers er tc be published i n  a large 
inset in the Sal!.§.!!!!U Evening Fos.!:_, a notice of Roselle's 
application for the proposed sale cf its ass ets to the Tovn 
with such notice to be given so that all interested persons 
would be given at least three VEeks in vbich to  int er vene or 
otherwise file i;etitions in this �roceeding. Along with the 
application, Roselle att ached, for Commission approval, a 
copy of the propo�ed public notice. 

By Order issued January 19, 1977, the Commission approved 
the Notice of Applicaticn proposed by Roselle and ordered 
that such notice be issued in accordance to the terms 
provided in Roselle's application. In accord with the 
Commis sion's Order, Notice of the Appl ication was published 
i n  the Salish!!!.! Eyening � on January 21, 1977, stating 
that persons desiring tc prote�t the application should file 
with the Commission a written protest. No protest of any 
kind, eithe r oral or written, has been received. 

FINDINGS Of FACT 

Based upon the fcregcing and the 
commission in this docket, the 
concludes as follows: 

entire record before the 
Commission finds and 

( I) The purchas e price, as to be adjnsted as provided in
the contract, constitutes a fair, reasonable and accurate 
·value of Roselle's plant, eguipment and facilities. The 
other terms and conditions contained in the contract ar e 
reasonable and are not in conflict with the publi c interest. 

(2) The
qualified 
Roselle. 

Town cf Landis is fi t, 
to provide electric sertice to 

willing, able 
the customers 

and 
of 

(3) The approval of the ap�lication and transfer of the 
facilities of Roselle to the Town of Landis makes it 
appropriate that the service area heretofore assigned to 
Roselle be nov designated as 11unass igned". 

(4) The approval of the application, the related 
contract, and the redes ignatio11 of the service area 
heretofore assigned to Roselle are justified by and vill 
serve the public convenience and necessity. 

IT IS, THEREFORE, OBDEBED as follows: 

(I) The application, including the attached contract, be,
and the same hereby, is approved. 

(2) The service area heretofore assigned to Roselle shall
be redesignated as "unassigned". 
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ISSUED BY ORDER OF THE COftHISSICN. 
This the 11th day of February, i 977. 

(SEAL) 
NOETH CAEOLINA UTILITIES COMMISSION 
Katherine M. Peele, chief Clerk 

DOC KET NO. E-7, SUB 224 

BEFORE THE NORTH CAROLINA UTILIUES COMMISSION 

In the Hat ter of 
Application by DUKE POWER 
COHPAHY for Authority to 
Issue and Sell J,500,000 
Shares of Its common stock 
Pursuant to Its Stock Pur
chase-savings Program for 
Employees 

) ORDER GRANTING AUTHOHITY 
) 10 SELL COMMON STOCK FOR USE 
) IN ITS STOCK PURCHASE-
) SAVINGS PROGRAM FOR EMPLOYEES 
) 
) 
) 

BY TEE COMMISSION: On Hay 26, J 977, Duke Paver Company 
(the company) ,filed herein an Application for Authority to 
issue and sell 1,500,000 additional shares of its common 
stock, without par value, pursuant to its stock Purchase
Savings Program foe Employees (the Program). 

FINDINGS OE' .FACT 

J. The Company is a corporation duly organized and
existing under the lavs of the Sta te of North Carolina. It 
is duly authori-zed to engage in the tm�iness of generating, 
transmitting and distributing and selling electric power and 
en ergy. It is a public utili t:y under the lavs of this 
State, and in its operations is subject to the jurisdiction 
of this co1niission. 

2. With the approval of its sh areholders, the Co mpany 
established in 1959 a ·stock Purchase-savings Program for 
Employees, pursuant to the authority granted by the 
Commission on April 20, J959 in Iocket No. E-2, Sub 35, 
wherein the C ompany vas authorized to issue and sell not 
exceeding 1so,ooo shares (later adjusted to 300,000 shares 
by reason of a two-for-one stock. split in 1964). 
subsequently in Docket No. E-7, subs 92, 144 and 184, the 
Commission authorized the company to issue and sell 
2,700,000 additional shares of.its common stock under. the 
Program. 

3. As of April 31, 1977, only 343,654 share:i of the 
previously authorized number re■ain available for issuance 
and the continuation of the Program requires authorization 
of the issuance of additional shares. The additicnal shares 
of common stock vould be issued a·nd• sold by the company to 
the Trustee of the Program (Wachovia Bank and Trust Company, 
N.C.) from time to time as and vhen required, at prices 
equal to the average daily closing market price of such 
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stock on the Hew York stock Exchange during the calendar 
month preceding the date of purch'ase by the Trustee. 

q_ A current copy of the Frogram and an explanation of 
the manner of its OFeration are included in the Co■pany•s 
Application for authority to issue and sell co11■on stock in 
this Docket. 

s. It is believed that the issuance of the Proposed
Stock under the Program vill facilitate the accu■ulation of 
savings by e■ ployees of the Coapat.y and its subsi"diaries and 
will provide them with an opportunity to continue to acguire 
a stock interest in the company. 

6. For the year ended October 31, 1976, about 67% or
7,735 of the 11, 5311 eligible Duke eillployees as of Nove11ber 

31, 1975, participated in the Pi:ogram. A total of 1122, 735 
shares of Duke common was purchased by the Trustee at a 
total cost of $8,1117,650. 

7. The Company proposes that, upon receipt of the
consideration for such additional common stock as it is sold 
to the Trustee under the Program from time to time, said 
common stock will be credited to the common capital stock 
account at the total amount of the proceeds derived from the 
s ale. 

e. The ne t proceeds to be received by the Company
the issuance and sale of the common stock will be used 
the general corporate purpo ses of the Company and 
provide the Company new permanent capital. 

CCNCLUSlONS 

from 
for 

will 

From a review and study of the Application, its supporting 
data and other information contain ed i n  the Commission's 
files, the Commission is of the opinion and so concludes 
that the transactions herein proposed are: 

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

{b) compatible with the putlic interest;

(c) Necessai;.y and appropriate for and consistent with the
proper performance by the Company of its service to
the public and will not im�air its ability to perform
that servicei and

(d) Reasonable neces sary and appropriate for such 
pu rposes.

IT IS, THEREFORE, ORDERED, That Duke Power Company be, and 
it i s  hereby authorized, empovered ana permittea under the 
terms ana conditions set forth in the App1ication: 
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1- To issue and sell an additional t,500,000 shares of
its common stock, wi thout par value, under its S tock 
Purchase-Saving s Program for Employees; 

2 • .  To devote the i:roceeds 
the common stcck for the 
Application; and 

tc he derived from the sale of 
purfoses set forth in the 

3. To file with the Commission a report ,, in duplicate,
setting forth the extent of eoplcyee participation in the 
Program, the number of s hares of stock actually sold to the 
Trustee and the selling price Fer share of each block of 
stock sold, such report to be made annually until all common 
stock herein authorized bas been sold. 

ISSUED BY ORDER OF THE COMHISSICN. 
This the 8th day of June, 1977. 

(SEAL) 
NOBTH CAEOLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

DOCKET NO. E-13, SUB 30 

BEFORE THE NORTH CAROLINA UTILITllS COMMISSION 

In the Hatter of 
AP.plication of Nantahala Pover 
and Light Ccmpany for Authority 
to Ts s ue $4,000,000 B 7/Bl Senior 
Notes Due 1997 

ORDER GRANTING AUTHORITY 
TO ISSUE AND SELL SENIOR 
NOTES AND TO AMEND CER
TAIN SECT IONS OF 
SUBORDINATED NOTES 

This cause comes before the cc��i ssion upon an application 
of Na ntahala Power and Light company (hereinafter 
"Nantahala" or the 11Company"), filed under date of June 24, 
1977, through its Counsel, R.C. Hcvison, �r. of the firm of 
Joyner & Howi son, Post Office Eox I 09, Rale igh, North 
Carolina 27602, wherein authotity of the commission iS 
sought as follows: 

To approve a Note Purchas e Agreeme nt which Nantahala vill 
enter into with Jefferson standa rd Life Insurance company 
(he reinafter "Jeffer son S tandard11 ) and to authorize the 
issuance, exe cution and delivery of a note or notes to 
Jefferson standard, or order, aggregating $11,000,000 at 8 
7/8% annual interest, payable semi-annually, and to 
approve Amendatory Agreeme nts amending Sections 6 and 8 of 
Nantahala 's Subordinat ed Notes issued to Aluminum Company 
of America ( 11Alcoa11 ) heretcfore authorized by thi s
Commission by Order of Hay 13, 1976 i n  Docket No. E-13, 
Sub 28. 

FINDINGS OF FACT 

J. Nantah ala is a North carclina corporation having its
principal office i n  Franklin, Maccn county, North Carolina, 
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and is duly engaged in the business of electric generation, 
transmission and dist�ibution in North Carolina as a public 
utility under the jurisdiction of  this Commission. 

2. In Nantahala 1 s general rat� case order· Docket E-13 ,. 

Sub 20, dat ed October 30 ,. 1972, the CommissioD inStructed 
Nantahala that in future rate cases the Commission would 
pro-forma a capital structur� containing a reasonable amount 
of debt capital. Nantahala•s capital at that time was 100% 
common equity. Naqtahala ,as receiving all its short-term 
financing through its parent Alcoa, usually in the form of 
advances at a rate pegged to vhat Alcoa cou ld borrow short
term funds from banks plus a small premium. 

3. In late 1975 Nantahala began its move into long-term 
debt £inancing by negotiating a revolving credit agreement 
vith Rachovia Bank & Trust Company to borrow up to 
SJ.000.000 for 25 months at 1/41 above prime and,' 1/2% 
commitment fee an the unused balance. This action was 
approved by Commission order Docket No. E-13. Sub 25, dated 
December IO• 1975. At that time. N ant ah ala advised the 
Commission that its ultimate ca�ital struct ure goal vas 40% 
commoQ eguity. 5% preferred stock. and 551 long-term debt 
and. that it vas then discussing with the First Boston 
Corporation the placement of long- or interm ediate-term 
deb t. 

4. In April 1976, .Hantahala requested and vas granted
(Commission Docket No. E-13. Sub 28) authority to 
restructure i ts capitalization through a plan which resulted 
in converting $8.900,000 o f  its common eguity of $18,000.000 
into seven long-term notes issued to its parent Alcoa. The 
notes have various maturity dates and a composite annual 
interest cost of 7.20%. In order to facilitate the issuance 
of·a�diti onal debt by Nantahala, four of the notes issued to 
Alcoa, having an aggregate priDcipal amount of $5,507.000 
are subordinated to Alcoa•s notes, to other Nantahala debt 
currently outstanding and to senior debt Nantahala may 
hereafter issue. 

s. Nantahala has, vith the assistance of the First
Boston Corporation, a commitment from Jefferson Standard to 
purchase $4,000,000 principa1 amount of its 8 7/81 senior 
notes due J 997. The major provisions of these notes are: a 
1 O year non-refunding clause, a 651 dividend payout 
restriction, a sinking fund requirement tha t reduces the 
note's average life to 13 years and a negative pledge 
covenant that ranks the notes en a parity with senior 
obligations of the co�pany. 

6. Since Nantahala has not had any permanent type debt
previously outstanding it has no bond or note rating 
history. Hr. Oelsner III of First Boston Corporation 
estimates the rating would presently be no higher than Baa 
and t hat the negotiated 8 7;81 annual interest rate is 
aggressive especially in view of the size of the issue and 
tbe fact that they are unsecured. 
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7. Need !9!: ill .!!§..g of Proceeds: a. Nantahala•s purpose
in issuing the proposed note or notes to Jefferson Standard 
is to acquire funds vith vhich tc pay off and discharge its
obligations to Wachovi a Bank and Trust company, N.A. under 
its Revolving credit Agreement heretofore· approved by this
Commission by order of December 10, 1975 in Docket No. E-13,
Sub 25, and for its general corporate purposes, primarily as 

·a source of externally generated funds for its continuing
distribution and transmission construction program and the
funds vill be so u.Sed. As of Jun e I, 1977 Nant ahala owed 
$2,250,000 to Wachovia Bank and Trust company, N.A. pursuant
t·o the Revolving Credit Agre ement which agreemen t terminates 
in � anuary, 1978. 

b. Hanta h ala•s projected capital expenditures for the 
years 1977-1980 a nd the percentage there of vhich it is 
anticipated must be obta ined fi::011 external. sources ar e as 
follows: 

1977 
1978 
1979 
1980 

$3,615,000 
4,360,000 
3,J'24, 000 

. 4,�00,000 

During the period 1�77-80 Hantahala estima tes tbat it will 
ne ed to issu e and sell $3,000,000 of note s and $1,300 ,000 of 
Preferred Stock in 1979. 

c. �he n e ed for Nantahala•s proposed issu anc e and sale 
of $4,000,000 of long-term notes is evidenced by its 
projected capital expendi tores and the amount thereof which 
must be o btain ed from ext ernal sources as s et forth 
hereinbefore in this order and the further fact that 
Hant ahaia•s Revolving Credit Agi:eem ent vitb Wachovia Bank 
arid Trost company, N.A. expires in January, 1978 by which 
time the indebtedness ther eundeI must be r epaid. 

8. Amendator.1 H.!..!H�!!�.!l!= As a condition to its entry 
into the No te Purchase Agre ement, Jefferson Standard 
requires th at sections 6 and B of each of Hantahala•s 
subordinated notes to Alcoa, authorized by this commi ssion 
by order of May 13, 1976 in llocket No . E-13, Sub 28, be 
amended v hi c h  proposed amendments f

i

antahala consid ers 
imma terial t·o it. · In essence, such proposed amendmen ts 
vou1d permit the accrua l of interest on Nantaha1a 1 s superi or 
indebtedness (including the proposed note s to Jefferson 
standard) subs equent to th e filing of p etition in bankruptcy 
of Nantahala and permitting the collection of such interest 
before any payment on.the subordinated indebtedness. 7he 
primary effect. is to further sutordin a te Nant ah ala 1 s 
subordinated indebtedn ess t o  Alcoa. 

CONCLUSIONS 

From a review and s tudy of the Application, its supporting 
d ata and of t h e inf-orma ti on in the commis si on• s files, the 
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Commission is of the opinion and so concludes t hat the 
transactions therein Frcposed are: 

(i) For ·a lawful object within the corporate purposes of 
Nan tahala;

(ii) Compatible vith the public interest;

(iii) Necessary er appropriate fer or consistent with the 
proper performance by Hant aha.la of its service to the 
public;

(iv) Wil.l not impair Nantabala's ability to perform that
service; and

(v) Reasonably necessary and appropriate for the purposes 
for vhich it is made. 

IT IS, TBEREPOBE, ORDEBED THAT: 

1. The Note Purchase Agreement which Nantahala proposes
to enter into with Jefferson Standard is herety approved as 
is the form of Note attached to that Agreement as Exhibit A. 
The Note Purchase Agreement is  identified as Exhibit 2 to 
the Application. 

2. Nantahala is authorized to borrow $4,000,000 from
Jefferson Standard and to execute, issue and deliver its 
Note or Notes aggregating that amount and bearing interest 
at the rate of 8 7/8% per annum, payable semi-annually to 
Jefferson standard or its order evidencing the amount thus 
borrowed, said Note or Notes to be in substantially the form 
as set forth in Exhibit A to the Note Purchase Agreement and 
to be governed by the provisions thereof. 

3. Nantahala is authorized to utilize the funds borrowed
from Jefferson Standard for the repayment of any principal 
and interest due Wachovia Bank and Trust Co11pany, N.A. 
pursuant to Nantahala•s Revolving credit Agreement with that 
bank, for capital expenditures primarily for its continuing 
construction program, and for its general corporate 
purposes. 

4. The proposed Amendator y Agreements between Nantahala
and Alcoa together vith the revised Sections 6 and B of the 
subordinated Notes heretofore issued and delivered by 
Nantabala to Alcoa pursuant to authority granted by this 
Commission in  Docket No. B-13, Sub 28, are approved and 
Nantahala is authorized to ente:c into the same. 

5. Nant ahala shall file with this Commission, in 
duplicate, a verified report of 'actions taken and 
transactions consummated pursuant to the authority herein 
granted vithin a period of th irty (30) days following the 
completion of the transactions aothori2ed herein. 
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ISSUED BY ORDER OF THE COMHISSICN. 
This the 30th day of June, 1977. 

(SEAL) 
NOETH CABOLINA UTILITIES COHKISSION 
Katherine M. Peele, Chief Clerk 

DOCKET NO. G-2), SUB )68 
DCCKET NO. G-�J, SUB 169 

BEFORE TRE NOBTH CAROLINA OTILIUES CO!HISSIOH 

In the Matter of 
Application of North Carolina 
Natural Gas corporation for an 
Adjustment of its Rates and Charges 

) ORDER APPROVING 
) SURCHARGE TO RECOVER 
) COST OP EMERGENCY GAS 

HEABD IN: 

BEFORE: 

APPEAHNCES: 

The Commission Hearing Room, Buffin Building ,. 

One West Horgan Street, Raleigh, North 
Carolina, on May 26, 1977, at 9:30 A.H. 

Commissioner Barbara A. Siapson, Presiding, and 
Commissioners Ben E. Roney and w. Lester Teal, 
Jr. 

For the Applicant: 

Donald w. McCoy, McCoy, Weaver, Wiggins, 
Cleveland and Baper, Attorneys at Lav, Box 
2J29, 222 Maiden Lane, Fayetteville, North 
Carolina 28302 
For: North CaroJina N atural Gas 

corporation (NCNG) 

For the Intervenors: 

William �ccullough, Charles c. Meeker, Sanford, 
cannon, Adams & McCullough, Post Office Box 
389, Raleigh, North Carolina 27602 
For: c. F. Industries, Inc. (CFI) 

Henry s. Hanning, Jr., Joyner & Howison, 
Attorneys at Lav, Fest Office Box 109, Raleigh, 
North Carolina 27602 

K. Jacqueline Eernat, 1 so I Alcoa Building, 
Pittsburgh, Pennsylvania 15219 
For: Aluminum cOmpany of America (Alcoa) 

Jesse c. Brake, Assistant Attorney General, 
Post Office Box 629, Raleigh, Horth Carolina 
27602 
For: The Using and consuming Public 



EMERGENCY PURCHASES 303 

For the Commissicn Staff: 

Robert F. Page, Assistant Commission Attorney, 
and Paul L. Lassiter, Associate commission 
Attorney, Post Office Box 991, Raleigh, North 
Carolina 27602 

BY THE COMMISSION: This matter originated on April 14. 
1977, with the filing of an apFlication b y  North Car olina 
Natural Gas Corporation (NCNG) seeking to recover the excess 
cost of 2 ecf of emergency gas to be purchased and delivered 
to NCHG during the summer period. In its application, NCNG 
alleged that the cost of such emergency gas would be 
$3,280,000 in excess of  the CD-2 rate which it paid to 
Tra nscontinental Gas Pipe Line Corporation (Transco) for 
regular flowing pipeline gas supplies. HCHG proposed to 
recover the $3,280,000 by a surcharge of 46. 70¢ per H.cf to 
all of its rate schedu les .other than Rate schedule No. 7, 
the Large Chemical Plant Service schedule. Only one 
customer, c. F. Industries. Inc. (CPI or Farmers Chemical), 
is served by NCNG on its Rate schedule No. 7. The requested 
exempticn from the surcharge for Rate schedule No. 7 vas 
based upon the Commission•s Order dated March 31. 1977, in 
Docket No. G-21, Sub 168. As to all other rate schedules, 
NCNG proposed to "roll-in 11 the excess cost of the 2 Bcf of 
emergency gas purchased for use during the summer period. 

By Order issued on April IB. 1977, the Commission 
suspended the proposed emergency surcharge. pending the 
filing vith the Commission by NCNG of an undertaking to 
refund any amounts collected un der the proposed surcharge as 
might later be found by the commission to be unjust and 
unreasonab le, and set the matter for hearing at the time and 
place first above listed. the Commission further required 
testimony and exhibits of all parties to be filed on or 
before Kay 19, 1977, and required NCNG to publish notice of 
its applic ation at least two weeks prior to the heci.ring in 
newspapers having general circulation in NCNG 1 s service 
area� The undertaking requir ed by the Commission's Order 
vas filed by NCNG on April 19, 1977. 

By Order issued on April 20, 1977, the commission approved 
the surcharge filed by NCNG on April 19, 1977, allowed the 
proposed 46. 70¢/Mcf to become effective on l::ills rendered on 
and after April 20, 1977. and reguired that all amounts 
collected pursuant to such sdrcharge be subject to refunds 
pursuant to t he undertaking filed by NCNG. Nev tariffs to 
implement th is new surcharge were filed by NCNG on April 20, 
I 977,. Af fidavits of Publica ticn as required by the 
Commission's Ord er Setting Hearing in this ■a tter vere filed 
by NCNG on Kay 13, J977. 

On May 16, 1977, a Eetition fer Leave to Interv ene in this 
matter vas filed by Aluminua CcmFany of America (Alcoa), 
P.O� Box 576, Badin, North Carolina 28809. Also, on May 16�
1977, a Petition for Leave to Intervene vas filed by CF
Industries, Inc. On Hay 18, 1577, a Notice of Intervention



in the matter vas filed by the Attorney General of North 
Carolina pursuant to Genera l statute 62-20. The Notice of 
Intervention filed by the Attorney General was recognized by 
Commission Order issued on Hay (9, 1977. The Petitions for 
Leave to Intervene by Alcca and CFI were recognized by the 
Commission at  the beginning of the hearings in this matter 
on Hay 26, J977. 

Prefiled testimony of HCNG's witness Calvin e. Wells was 
filed with the Commission on Hay 19, 1977. Prefiled 
testimony of com■ission staff witness Danie l  H. Stone vas 
also filed on ftay 19, 1977. 'Ihe matter came on for hearing 
at the time, place an d date first above listed, and the 
Commission heard testimony fro■ the two witnesses whose 
testimony had been prefiled and, in addition, considered a 
vritten statement which vas delivered on the stand by 
Maynard F. Stickney on behalf of Alcoa. 

Company witness we1is testified, in substance, that NCNG 
needed to purchase 2 Bcf of emergency gas during the 1977 
summer period to meet a portion of the requirements of its 
high priority customers and to aake storage injections for 
the protection of its winter heating market; that the 
estimated cost of such emergency gas was $3,489,362; that 
the. proposed 46. 70t/Hcf surcharge was calculated by· dividing 
the $3,489,362 excess cost of emergency gas by the 7,472,642 
Mcf of gas which NCNG estimated �ould be billed during the 
summer period on rates (ez:c luding Rate Schedu.le Ho. 7) 
subject to the su1:charge; that without the purchase of the 
em ergency gas NCNG would onl y have enough CD-2 volumes of 
gas to serve its priority B and 351 of its priority O. I 
reguireaents, vith no service belcv that priority; that NCNG 
believed that it vas essential fer it to obtain an adequate 
supply of gas to provide service to all its high priority 
firm commercial and industrial c ustomers; and that, during 
periods of severe natural gas curtailment vhen NCNG is 
required to buy emergency gas to service its essential f irm 
markets, the excess cost of such emergency gas should be 
shared pro rata on a "rolled-in" basis by al.l of its 
customers, including residential customers. 

Commission staff witness Stone testified in substance that 
there are three possible alternative meth ods of pricing the 
emergency gas pui::chased by NCNG, which are (a) full.y 
"rolled-in," (b) partially "rolled-in," and (�) incremental. 
He testified that on a fully "1:olled-in" basis, excluding 
only Rate Schedule No. 1 as ordered by the Commission in 
Docket No. G-21, Sub 168, the calculations maae by Company 
witness We11s of 46.70¢/Hcf vere correct; that by using a 
partially "rolled-in" basis, whereby the emergency surcharge 
vou1a be paid by all customers other than by Bate Schedule 
No. 7 and the residential i::ate schedule, the cost over the 
summer period 11ould be 51.321!!/Hcf; and that this vas the 
policy followed b y  the co■■issicn in pricing emergency gas 
during the preceding winter period of (976-77, except that 
sale s in Rate Schedule No. 7 were not ez:empted from the 
winter emergency gas su�charge. He finally stated that on 
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an incrementa1 pricing basis, vbereby those vho took the gas 
would pay the fu11 excess cost cf such gas, the cost voul.d 
be $(.74/Kcf and th at an exhibit detailing such calculations 
vas attached to his testimony a!: stone Exhibit Ho. I-

Maynard F. Stickney, on behalf of Alcoa, testified in 
substance th at Alcoa supported the concept of fnlly "rolled
in11 pricing of emecgency gas supplies as a general. 
·principle; that Alcoa did not favor and vas opposed to the
exemption of CF Indus.tries frc■ such surcharge as provided
in the commis sion •s Order in Docket No. G-21, sub 168; that
CPI, since it received a higher proportion of its contract
demand for natural gas service than ether industrial.
c ustomers, shou1d be expected, on a value of servi ce basis,
t o  pay more a nd not less for such gas than the other
industrial customers; that the exclusion of CFI from such
emergency gas surcharge vas arbitrary and discriminatory;
that such exc lusion vas inco�sistent with p rior orders and
decisions of the Coamission; and that the excess cost of
emergency gas, whether summer or vinter, should be absorbed
by the entire community of natural gas customers,
industrial, commercial and r esidential, vith preferentia1
treatment for no one customer or class of customers.

During the course of these bearings, it was announced that 
Transco had added back to NCNG 1 !: �revious1y announced su■mer 
CD-2 entitlement volumes approximately 967,000 dekatherms of
additional gas. After accounting for Company use, lost and
u naccounted for vclunes and 200,000 Mcf to be injected into
storage for use during the winter, approximately 7qS,259 Scf
would be available for sale tc customers during the summer
period. According to the Commission's priority schedule for
curtailments, most, if not al1, of these volumes would he
allocated to priority·o.1, in vbich CF Industries is NCNG 1s
on1y customer.

On June 3, J 977, following the conclusion of hearings in 
Docket No. G-21, sub 169, CFI filed a Motion in Docket No. 
G-21, Sub 168. The Kotion tock notice of the Commission's
prior Order in said docket and noted that the volumes of
flowing CD-2 gas allocated to CFI under said Order would run
out on or approximately June 14, 1977. The Motion requested
the Commission to determine �bich of the restored volu■es
made to NCNG by Transco as described in the hearing herein
would be made available to CFI and the approximate price .of
such volu.11es.

Thereafter, on June 8, J977, a response to the ftotion by 
CF Industries vas filed by the Attorney General on behalf of 
the using and consuming public. such Hotion stated that the 
Attorney General vas op posed to any further exemption foe CF 
Industries on the restored vcluues made by Transco to NCNG 
and tha t the commissi on shoul d adopt, as i ts pricing.· policy 
in this docket, the policy followed during the winter period 
of 1976-77, vhich vas to "roll-ic11 the excess cost of the 
emergency purch ases to all classes of custo■ers other than 
residential. The Attcrney General's notion vas filed in 
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both Docke t No. G-2(, sub 168 and Docket No. G-21, sub 169. 
In addition, the Attcrney General filed a Notice of 
Intervention in Docket No. G-21, Sub 168, which notice was 
recognized by Commission Order issued on June 9, 1977. 

Based upon 
o ffered at the 
and records 
following 

the foregoing, 
bearing, and the 

in this ma t ter, 

the testimony 
Ccmmission 1 s 

the Commission 

FINDINGS OF FACT 

and exhibits 
en tire files 
now makes the 

I. That North Carolina Natural Gas Corporation is a
corporation organized and licensed to do business within the 
state of North Carolina, with its principal offic e and place 
of business in Fayetteville, North Carolina. 

2. That NCNG is a public utility a s  defined by G. S. 
62-3(23)a.t. and, as such, is subject to the jurisdiction
and regulation of the North Carclina Utilitie s Commis sion as
provided by the Public atilitie� Act.

3. That NCNG is lawfully before this Commission seeking 
an a djustment in its rates and c harges to r.ecover the cost 
of em·ergency gas purchased £ct: delivery during the summer 
entitlement season of 1977. 

4. That NCNG needs to acquire at least 2 Bcf of
emergency gas if it is to SDFflY its high priority R-H 
comm ercial, industrial and residential custom ers for the 
summer period. 

5. That on June I, 1977, 'lcansco submitted a request to
the Administrator of the �mergency Natural Gas Act of 1977 
asking fo r modification of his April 4, f 977, Order 
regarding transportation rates. Transco requested the 
Administrator to approve a reductjon in transportation t:ates 
for emergency gas in zone 2 (NCNG's territory) from 45.Sit 
per de katherm to 29.8¢ per dekatherm effective as of April 
I, 1977. 

6. That an Hc f is the equivalent of 1-025 dekatherms.

7. That by using a ttansporta tion charge of 
29.Bt/dekatherm as contrasted with the pr eviously estimated
tran s portation rate of 45.8it per dekatherm contained in the
testimony and exhibits of NCNG vitness Wells, the excess
cost of the emergency gas to 1:e purc hased and delivered to
NCNG this summer is $2,940,000 abcve Transco•s CD-2 rate,
including gross receipts tax, as contrasted with $3,489,362
estimated in the exhibi t of Company witn ess Rells.

8. That on May 24, 1977, Tt:ansc o ad vised NCNG that the
CD-2 allocation for NCNG would l::e increased from 10,017
dekatherms per day to 10,984 dekatherms per day for the 
summer, amounting to a total increase of 967,000 dekatberms
(945,259 Hcf) for the balance of the summer.
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9. That out of this 9 45,259 Hcf, NCN G has determined to
increase its wss temporary stor age service hy 195,892 Hcf. 

10. That CP Industries has been granted an exemption from
the previously existing surcharge of 46. 7¢/licf for emer gency 
gas foe the summer period up to an amount of 2,039,747 Hcf 
by commission Order dated March 31, 1977, in Docket No. G-
21 • Sub 168. Such exempted volumes are due to be used up by 
CPI on or about June p,, 1977. 

11- That under the Utilities Ccmmission•s priority system
foe allocating gas to end use customers, CFI would be 
entitled, during the balance cf the summer period, to an 
add·itional 736,251 Hcf of the increase in flowing gas 
supplies rest ored by Transcc to NCNG. The balance of 
195,899 Mcf of restored volumes is required by NCNG for high 
priority winter storage and to adjust for Company use and 
lost and unaccounted foe voluttes. 

12. That during the winter of 1976-77, NCNG overcollected
$278,699 from the emergenc y gas surcharge authorized by the 
Co mmission in Docket No. G-21, Sub 160. 

f3. That NCNG1s recovery
emergency gas rate of 46. 7¢/Mcf 
April 20, 1977, under bond, 
approximately $928,898. 

from the present summer 
which became effective on 
uctil June 15, J 977, will be 

14. That all c ustomers should shar e equally, over the
remainder of the summer, the excess cost of such emergency 
gas, sinc e a portion of the gas is to be used for high 
priority R-M customers during the balance of the summer and 
the rest of such gas "Will be primarily used for winter 
peaki_ng storage services.

15. That in er dee to ccllect the balan ce of the 
$2,940,000 cost, _including tra11sportation charges, of 
emergency gas during the remainder of the summer period, a 
surcharge of 29. 771!!/Mcf on a 11 rolled-in 11 basis to all 
customers will be ceguired. 

16. That a calculation of the 29. 771!!/Mcf surchar ge to
volumes available for sale during the remainder of the 
summer period is attached hereto as Appendix A and 
incorporated herein by reference. 

Based upon the foregoing Findings of Fact the Commission 
now reaches the following 

CONCLUSIONS 

1- That the terms of NCNG's public utility franchise
require it to furnish and provide natural g as service to its 
high priority residential, commercial a nd industrial 
cust omers. Wi thout the purchase of the pr oposed emergenc y 
gas, NCNG would not be ahle to serve customers belov 
priority 0.j. Therefore, the Commission concludes that NCNG 
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should be authorized to purchase up to 2 Bcf of emergency 
ga s for the summer period of 1917 to enablE it to furnish 
adequate service to all high priority (NCUC priorities R-M) 
customers and a higher pe.tcent of volumes to CFI than vould 
otherwise be available. 

2. That since the original application. in this matter 
vas filed, tvo major changes ha 'Ve cccurred which vill result 
in a reduction of the amount per ncf of surcharge required 
to be collected herein. The first of these is the addition 
of CD-2 volumes restored by Transco to NCHG for the 
remainder of the summer. The second· is the reduction by 
Transco of the transportation charge from 45.Bt per 
dekatherm to 29.Bt per dekatherm. The Commission concludes 
that these changes sbculd be reflected i n  the calculation of 
the a pproved amount of surcharge for emergency gas volumes 
during the bal_ance of the su1111er ieriod of 1977.

3. That NCNG, based UFOD its accounting report to the 
Commission in Docke t No. G-21, sut 160, bas recovered an 
excess amount of $278,699 from its winter perio d emergency 

.gas surcharge, during which si1ilar high priority customers 
were served. The customers who will be served by NCNG 1 s 
regul�r pipeline supplies a nd the suJD.mer eme rgency gas 
volumes are, essentially, the same classes of customers who 
were served during the winter period of 1976-77. The 
Commission concludes that the eicess of $278,699 recovered 
by NCNG during the winter period should be applied against 
the excess cost of emergency gas to be recovered during the 
summer period. 

fl. That with the additio11 cf restored CD-2 volumes to 
NCNG by Tr ansco, CF Industries is entitled to service from 
NCNG in the amo un t of 2,775, S9E Hcf of gas for the entire 
summer peri od. However, all �olumes in excess of the 
2,039,147 Hcf authorized for delivery to CPI by NCNG in 
Docket No. G-21, sub 168 should te required to bear the 
increased emergency gas rate authorized herein. 

5. That giving effect to the foregoing Findings of Fact
a nd conclusions, the commission finally concludes that the 
surcharge presently in effect fer NCNG as allowed on April 
20, 1977, should be r educed from 46.7¢/acf to 29.8¢/Hcf as 
shown on Appendix A attached hereto. In addition, Bate 
Schedule No . 7 {CPI), vhich presently bears no portion of 
the surcharge, should be increase d by a surcharge of 
29.8¢/Mcf. In this manner all customers who use the gas 
vill share equally in the excess cost of the emergency gas 
to be delivered to NCNG for thE balance of the summer 
period. 

IT IS, THEREFORE, ORDERED as follows: 

t - That NCNG be, and is hereby, authorized to 
up to 2 Bcf of emergency gas £or service to high 
customers during the summer perioa of 1977. 

purchase 
priority 
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2. That CF Industries, Inc., is entitled to a total
delivery from NCNG of 2,775,S9E Hcf daring the summer 
peciod. Howeve r, only the first 2,039,747 Mcf, as approved 
in Docket No. G-2J, Sub 168, shall be exempt from the 
surcharge apfroved herein. 

3. That NCNG sh all file tariffs reflecting a to tal
emergency purchase surcharge of 29. 77¢ per Mcf '(or a 
reduction of t 6. 93¢ per Hcf less than the rates presently 
effective) for all rate schedulEs except Bate Schedule No. 
1. 

4. That HCNG sh all file a nev tariff incre asing Rate
Schedule No. 7 by a surcharge of i9.77t per Hcf on all 
volumes sold under this rate schedule during the summer 
period in excess of 2,039,747 ftcf. Such tariff shall become 
effective vhen such volume has been delivere d to CFI. 

5. That

paragraph 3 
rendered on 

the new tariffs referred to 
above shall becoae effective 

and after June 15, 1977. 

in ordering 
on all bil.ls 

6. That within 30 days after the end of the su1111er 
period, NCNG shall file vith the Commi ssion an accounting of 
all emergency gas volumes delivered and-sold pursuant to 
this Order, shoving the excess er deficiency in recovery of 
the e:r:cess cost of such ga.,s.

ISSUED BY ORDEB OF THE COKMISSION. 
This the 14 th day of June, 1917. 

NORTH CAEOlINA DTrLITIES COMMISSION 
(SEAL) Katherine M. Peele, Chief Clerk 

Note: For Appendix A, see official Order in the Offi ce of 
the Chief Clerk. 

DOCKET NO. G-21, SOB I 68 
DOCKET NO. G-41, SUB 169 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of North Carolina 
Nat ur al Gas Corporation for 
an Adjustment o f  its Rates 
and Charges 

AftENDftENT TO ORDER APPBOVING 
SURCHARGE TO RECOVER COST OF 
UERGENCY GAS 

BY THE COMftISSION: The Commission in its Order dated June 
14, 1977 in this Docket authorized North Carolina Natural 
�as Company to purchase up to 2 ECF of Emergency Gas for the 
summer of 1977 for hi gh priority customers. The Commission 
order further provided th at CP Industries, Inc. is entitled 
to a total delivery from North Carolina Natural of 2,775,998 
HCP during the su11mer period. Hovever, only the. first 
2,039,747 HCP as approved in Docket No. G-21, Sub 168 •is 
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exempted from the surcharge as approved in Docket No. G-21, 
Sub 169 .. The Commission Order further authorized North 
Carolina Natural to file new tariffs increasing Rate 
schedu.le No. 7 by a surcharge of ';.9.7"7 & per HCF on all 
volumes sold under this Rate Schedule during the summer in 
excess of 2,039,747; Such tariffs to tecome effective vhen 
such volumes h ave been deli�ered. By motion filed by CF 
Industries on .June 22, 1977, Cf Industries notified the 
North Carolina atilities ccumission that Transco bas 
recently announced a second restcration during the summer of 
1977 to North Carolina Natural of regular flowing CD gas of 
approximately 579,745 KCF vhich �ill be available for s ale 
by North Carolina Natural. The motion all.eges that CF 
Industries is entitled to all the additional restored 
volumes under the priority system adopted by this Commission 
in Docket No. G-100, sub 24 as mcdified by Orders previously 
entered in this Docket and in Docket G-21, Sub 169. The 
Commission is further in receipt of a report from Transco 
dated Jul.y 5, 1977 in which it a_dvises its customers of the 
additional restoration of the summer period. North Car olina 
Natural. Gas carporaticn recEntly revised en·titl.ement is 
I I, 588 l!dt for t'he summer period .. 

The Commission is of the opinion, consistent with its 
previous orders in these Dockets, that Cf Industries is 
entitled to the additional 579,745 !iCF of gas under the 
North Carolina· Util.ities Priority System. Th� Commission is 
further of the opinion that any adjustment in rates for 
these increased volumes by North Carolina Natur al. at this 
time would have a diminutive effect on customers, and for 
that reason t hat any further adjustnents to rates should be 
deferred until the next truE-up made for the cost of 
Emergency purchases. 

IT IS, THEREFORE, ORDERED as follows: 

I• That CF Industries, Inc. is entitled to a total 
deliv ery of 3,355,743 MCF vhich itcludes volumes under the 
first and second :restoration bl Tra nsc o during the summer 
period. However, only the first 2,039,747 MCF as approved 
in Docket No. G-21 , sub I 6 8 s hall · be exempt from the 
surcharge approved in the coamission•s order dated June 14, 
1977 in thi s Docket. 

2. That CF Industries mcticn to
additional restoration at this time 
hereby denied. 

adjust rates for this 
being diminutive is 

3. In all. other respects the Commission's Order in this
Docket dated June 14, 1977 shall temain in full force and 
effect .. 

ISSUED BY ORDER OF THE COMHlSSl.CN. 
This the J2th day of July, 19l7. 

(SEAL) 
NORTH CAEOLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Cler� 
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DOCKE'I NO .. G-21. SOB 168 
DOCKE'I NO .. G-21., SUB 169 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of North Carolina 
Natural Gas Corporation for an 
Adjustment of its Rates and charges 

PURTHEB ORDER SETTING 
FORTH ENTITLEMENT TO 
RESTORED VOLDHES AND 
APPROVING ADJUSTED 
SURCHARGE 

BY THE COlH'IISSICN: In its Order issued June ILi, 1977 in 
this docket the Commission autho:r:ized North <;:arolina Natural 

.Gas Corporation (NCNG) to pu:r:cl'lase up to 2 BCF of Emergency 
Gas for the summer of 1977 for high priority cus tomers and 
to recover the excess cost thxough a surcharge on all rate 
schedules. The Commi ssion•s order further provided that CF 
Industries. Inc.. (CPI)'• NCNG Is larges t cu�tomer, is 
enti tled to a total delivery fiom NCNG of 2,775,998 HCP 
during the summer period, the first 2,039, 7tJ7 !!CF of which 
is exempt by or der issued Ha:r:c b 31. J 977, from the 
surcharge. The Order further au thorized HCNG to file new 
tariffs i ncreasing Bate Schedule No. 7 by a surcharge of 
29 .. 77¢ per HCF on all volumes scld under this Rate Schedule 
during the summer in excess of 2,039,747. By motion filed 
on June 22, 1977, CFI notified the Comaission that Transco 
bad announced a seccnd-restoraticn to NCNG of approximately 
579,745 MCF of CD gas which will be available for sale by 
NCH G. The motion alleged that CFI va s entitled to all of 
the addi tional restored vo�umes under the priority system 
adopted by this commission i n  Docket No. G-fOO, Sub 2Q as 
modified by Orders previously ente�ed in this Docket and in 
Docke t G-21, Sub 169. 

Being of the opinion, consistent with its previous Orders 
in t hese docket's, that CPI was entitled to the additional. 
579,745 KCF of gas under the priority system, the commission 
issued an order on July 12, I 977, which provided that CFI 
was entitled to a total delivery of 3,355,7Q3 Hcf during the 
summer period, the fi rst 2.039,7tJ7 Kcf of which were exempt 
from �he summer emergency gas surcharge. 

By motion filed on August 3, 1977, CFI notified the 
Commission that Transco had announced a third restoration to 
NCNG of approximately 8J2,026 �cf of CD gas which will be 
available ·for sa1e by NCNG. The motion alleges that CPI is 
e n titled to all of the additional restored volumes under the 
priority sys tem. on· August a. 1977,' NCNG filed a response 
to CFI's motion asking that it be all.owed to file a reduced 
emergency g as surcharge (from 29 .. 77¢ per Kcf to_ 2tJ.33� per 
flcf) to reflect the additional volumes and to accoun t for 
the effect of these volumes on its cur tailment tracking rate 
in its "true up11 filing for the year· ending October 31, 
1977. 
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The Co�mission is of the opinion that CFI is entitled to 
the additional 812,028 Ncf of gas under the priority system, 
making a total summer period entitlement of 4 ,167,775 Mcf of 
which only the first 2,039,747 !cf should be exempt from 
NCNG's emergency gas surcharge. The commission is of the 
further opinion that NCNG should file revised tariffs 

.reflecting the effect of the additional volumes on it s 
emergency gas surcharge. The effect of such volumes on 
NCNG's cnrtailment tracking rate (a reduction of 2.54¢ per 
Hcf to Priority R rates and a reduction of 2.22¢ to all 
other rates) should be taken into account in the regular CTR 
"true up" and not through an interim adjustment. 

"IT IS, THEREFORE, OEDERED as fellows: 

1. That CF Industries, IEc., is hereby entitled to a
total del.ivery of 4,167,775 ftcf, which includes volumes 
under the three restorations by Transco, during the 1977 
summer period. All excep t the first 2,039 ,747 Mcf of this 
entitlement peri od Shall bE subject to the a pp coved 
emergency gas surc harge. 

2. That North Carolina Natural Gas Corporation shall
file revised tariffs, effective on one day's notice, 
reflecting a reduction in the sommer emergency gas surcharge 
from 29. 77¢ per ttc-f to 24. 33sz! per Kcf. 

3. That North Carolina natural Ga s corporation shall not
adjust its curtailnent tracking rate (CTR) fo r the effect of 
additional volumes but shal.l 11t.rue up" it s CTR in the filing 
to be based on the twelve months ending October 31, 1977. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 15th day of 11.ugust ,  1g11. 

(SEAL) 
NOETH CAEOLINA UTILITIES COHHISS.ION 
Katherine N. Peele, Chief Clerk 

DOCKET NO. G-LI, SUB 168 
DOCKE1 NO. G-21, SUB 169 

BEFORE THE NORTH CAROLINA UTILITlES COMMISSION 

In the Natter of 
Application of North Carolina ) SECOND FURTHEB ORDER SETTING 
Natural Gas Corpor ation for ) FORTH ENTITLEl'I.ENT TO 
an Adjustment of its Rates ) RESTORED VOLUftES AND 
and Charges ) APPEOVING ADJUSTED SUBCHARGE 

BY TUE COMMISSION: In its Order issued June 14, 1977 in 
this docket the Commission authori.zed North Carolina Natural. 
Gas Corporation (NCNG) tc p utchase up to 2 BCF of Emergency 
Gas·for the summer of 1977 for high priority customers and 
to ·recover the excess cost through a surcharge on all rate 
schedules. The Coa:mission•s Otder further provided that CF 
Industries, Inc. (CFI), NCNG's largest customer, is 
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entitled to a total del ivery from NCNG of 2,775,998 HCP 
during the summer period, the first 2,039 ,747 MCP of which 
is exeapt by order issued ftarch 31, 1977, ·from the 
surcharge. The Order further authorized NCNG to file nev 
tariffs increasing Rate Schedule Ne. 7 by a surcharge of 
29. 77¢ per HCP on all volumes sold under this Rate Schedule
during the summer in excess of 2,039, 747. By motion filed
on Jun e 22, 1977, CFI n otified the commissi on that Tran sco 
had announced a second restoration to NCNG of approximately 
579,745 HCF of CD gas vhich vi11 be available for sale by 
NCNG. The moti on alleged that CEI vas entitlEd to all of 
the additional restored volu1es under the priority system 
adopted by th is Commission in Iocket No. G-100, Sub 24 as 
modified by orders previously entered in this Docket and in 
Docket G-21, sub 169. 

Being of the opini on, con sistent wit h its previous Orders 
in these dockets, that CPI was entitled to the additional 
579,745 ftCF of gas under the pricrity systee, the Commission 
i ssued an order on July 12, 197?, which provided that CPI 
was entitled to a tota1 delivery cf 3,355,743 MCF durin g the 
summer period, the first 2,039,147 HCF of which were e xempt 
from the summer emergency surcharge. 

By !'1otion filed on August 25, 1977, CFI n otified the 
Coamission that Transco had anncunced a fourth restoration 
of volumes to NCNG, approximately 812,028 HCF .of CD gas 
which would be available for sale by NCNG. The motion 
alleges that CFI is entitled to all of the· addition al 
restored volume s under the existing curtailment priority 
system. On August 30, 1977, NCNG filed a response to CFI 1 s 
motion asking that it be allovea to file a reduced emergency 
gas surcharge (from 24.33¢ per MCF to 1B.66J!!! per MCF 
effective for billings on and after Septe11.l:er IO, 1977) to 
reflect t he additional volumes and to acc ount for the effect 
of these volumes on its curtailment tracking rate in its 
"true up11 filing for the year ending October 31, J977. 

The Commission is of the opinion th at CFI is entitled to 
the additional 812,028 NCF under the priority system, making 
a total summer period entitlement of  4,979,803 HCP of which 
only the first 2,039,747 !'1CP should be exeapt from NCNG 1s 
emergency gas surcharge. The commission is of the further 
opinion that NCNG s hould file revised tariffs ref lecting the
effect of the additional volumes on its emergency gas
surc harge. The effect of such tclumes in NCNG's curtailment
tracking rate should be t aken into account in the regular
CTR "true up" and not thro ugh an interim adjust■ent.

IT IS, THEREFORE, ORDERED as fellows: 

1. That CF Industries, Inc., is hereby entitled to a
total delivery of 4,979,803 MCF, which includes volu■es 
under the four restorations by Transco, dur�ng the I 9·77 
summer period. All except the first 2,039,747 HCP of this 
entitle■ent period shall be subject to the approved 
emergency gas surcharge. 
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2. That North Carolina Natural Gas Corporation shall 
file revised tariffs, effective on one day's notice, 
reflec ting a reduction in the summer emergency gas surcharge 
from 2Q.33¢ per MCF to 18.66¢ per HCP for bills rendered on 
and after September IO, 1977. 

3. That North Carolina Natural Gas corporation shall not 
adjust its curtailment tracking rate (CTR) for the effect of 
additional volumes but shall 11t:cue up 11 its CTR in the filing 
to b e  based on the twel ve months ending October 31, 1977. 

ISSUED BY CRDER OF THE COHHISSION. 
This the 7t h day of September, (977. 

{SEAL) 
NORTH CA FOI.INA UTILITIES COHMISS ION 
Katherine M. Peele, Chief Clerk 

DOCKET NO. G-�I, SUB 168 
DOCKET NO. G-21, SUB (69 

BEFORE TBE NOBTH CAROLINA UTILITIES COttHISSIOH 

In the Hatter of 
Application of North Carolina 
Natural Gas corporation for an 
Adjustment of its Bates and 
Charges 

) THIRD FURTHER ORDER 
) · SETTING FORTH ENTITLEMENT 
) TO RESTORED VOLUMES 

) 

BY THE COMMISSION: On Octcber JO, 1977, CF Industries, 
Inc., (CPI) filed a Motion in tocket No. G-21, Sub J 68, 
requesting the Commission to issue an order setting forth 
CFI1s entitlement to 82,914 HCF of flowing CD gas, such gas 
being the fifth resto�ation of gas from Transcontinental Gas 
Pipeline corporat ion, (Tran sco) tc North Carolina Natui;al 
Gas corporation (NCNG). In support of s aid Motion, CPI 
shows that it is entitled to the restored volumes under the 
existing priority s chedule of the Commission. CPI furthei; 
requests that NCNG -be allowed tc supply the balance of its 
priority O. I requirements fer the remainder of the 1977 · 
summer gas season, shoving to the commission that NCNG has 
informed CFI that NCNG's higher Friority markets have not 
used the ea rlier projected volumes of gas allocated under 
the priority system and vill net require their projected 
volumes through the end of the summer season. 

Upon consideration of said Motion, and the entir e record 
in these dockets, the commissioi: is of the opinion and so 
concludes that CFI is entitled to B2,9J4 HCP of the 
additional restored volumes, and f.urther, that NCNG s hould 
be allowed to supply the balance of CFI •s priority O. I 
requirements for the remainder of the 1977 summer season as 
lOng as higher priority custctters are also fully ser ved. 
The Commission further concludes that all such volumes sold 
to CPI should be subject to NCN�•s emergency gas surcharge 
hut that no adjustment shou1d be made at this time for the 
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effect of the additional restcced volumes on the amount of 
the surcharge .. 

IT IS. THEREFORE, ORDERED as fellows: 

J.. That CPI is herety entitled to B2,91Q 
fifth restoration of flowing CD gas to NCNG 
during the 1977 summer entitlement period .. 

KCF of g as, the 
from Transco, 

·2. Th;;,.t, in addition tc the restoced volumes in 
Paragraph 1 above, NCNG i s  hereby allowed to serve the 
balance of CFI•s priority 0.1 requirements for the remainder 
of the 1977 summer period, provided that the x:eguirements of

·customers in higher pcicri tie:: ace met first ..

3. That all of the volumes allocated to CFI in 
Paragraphs I and 2 above shall te subject to NCNG 1 s s ummer 
emergency gas succharge. 

4. That no adjustment shall be made at this time to
NCNG's summer emergency gas surcharge for t he effect of the 
additional restored volumes. 

ISSUED BY ORDER OF THE COMHIS�ICN .. 
This the fBth day of cctober, 1977. 

(SEAL) 
NOETH CAEOLINA UTILITIES COMMISSION 
Anne L. Olive, Deputy Clerk 

DOCKET NO. G-3. SUB 78 

BEFORE THE NORTH CAROLINA DTILITlES COMMISSION 

In the Matter of 
ApPlication of Pennsylvania and Southern Gas 
company. North Carolina Gas sertice Division, 
for an Adjustment·of its Rates and Charges 

ORDER 
APPROVING 
RATE 

HEARD IN: 

BEFORE: 

APPEARANCES: 

Commission Bearing Room, Dobbs Building, q30 
North Salisbury stce et, Raleigh, North Carolina 
on June 23, 1977 at 10:20 a .. m. 

commissioner w. Lester Teal. Jr., Presiding; 
commissioners Ben I. Roney, Barbara A. Simpson, 
Robert K .. Koger, le igh H .. Hammond, and Sarah 
Lindsay Tate 

For the Applicant: 

T. Carlton Younger. Jr .. ,
Brooks, Pierce, McLEndon. Humphrey & Leonard,
1400 Wachovia Buildicg,
Greensboro, North Carolina
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For the Using and CODSUIE.ing Public 

Jesse c. Brake, 
Assistant Attorney General, 
N. c. Depart■ent cf Justice,
P. o. Bo:r 629, Raleigh, Horth Carolina 27602

For the Commission Staff: 

Antoinette R. Rike, 
Associate co11missicn Attorney, 
N. c. Utilities Commission,
P. a. Box 991, Raleigh, North Carolina 27602

BY TBE COH!IISSION: On 12 �ay 1977 Pennsylvania and 
Southern Gas Company, North Carclina Gas Service Division, 
{P&S) filed a revised applicaticn pursuant to G.s. 62-133(f) 

and Commission Rule Rl-f7(g) seeking authority to increase 
all of its rate schedules by Jl.2967 per mcf in order to 
recover the excess cost of apitcximately 450,000 mcf of 
emergency gas for the )977 summer period for which P&S has 
cont racted vi th Uni ted Ci ties Gas Company. P&S stated in 
its application that based upon supply information given by 
its principa l suppl ier, Tr an scontinental Gas Pipe Line 
corporation, and the curtailaent plans of the Federal Pover 
Commission (FPC), P&S would not otherwise receive sufficient 
supplies for the period. 

P&S reguested the Commission tc 11aive the 30 days• notice 
requirement and allow the proposed surcharge to become 
effective on 30 April 1977. Accompanying the revised 
application was-an Undertaking ty P&S to refund such amounts 
collected under the increased rates as may later be found 
u njust and unreasonable by the ccuaission.

By order issue d · 12 Hay 191"7 the Commission allowed the
increase in rates propo sed hy P&S to l:Jecome effective 
subject t o  Undertaking and set the matter for hear ing on 21 
June 1977. The Commission. on its own mot ion, issued an 
Or der cont inuing the hearing until 23 June 1977. Notice of 
the bearing vas published in the §�Dfil!.Q!Q Rai ly ]fil!§_ on 25 
Hay 1977. 

P&S presented the testimony of Marsha.ll w. Campbell, 
Assi stant Corporate Secretary of Fennsylvania and Southern 
Gas company and Office Manager of the North Carolina Ga s 
Service Division. Mr. Campbell's testimony tended to shov 
the fallowing: ·tha t in early febru ary I 9"J7 P&S con tr acted
vith United Cities Gas Company for the purchase of 450,000 
mcf of emergency tc serve it:= customers in Priorities R 
through M during the 1977 summer period and fill its storage 
£or the winter period 1977-78; that without emergency 
purchase gas P&S would be unable to meet the requirements of 
its R.2 customers during the 1977-78 winter period unde r 20% 
colder than normal weather cond itions; that owing to the 
fact that weather in February and Mar ch 1977 was warmer than 
normal, P&S did not deplete its storage as anticipated and 
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therefore has been able to setve through Priority J during 
the summer period; that P&S has not attempted to obtain more 
storage capacity since it e�tects to be able to serve 
partially thr ough Priority M in 20% colder than normal 
winter conditions from existing storage and £loving gas 
supplies: that P&S1s only Priority M customer, Pine Hall 
B�ick, is purchasing 45,000 mcf of gas a month fr om P&S: 
that Pine Hall is considering EUtchasing gas through FPC 
OLder No. 533 for the coming 11iDter; and that P&S does not 
plan to purchase emergency gas during the winter period 
1977-78. 

The Commission Staff offered the testimony of Dan iel�
Stone, utiliti es Engineer in the Gas Section of the 
Engineering Divis ion. Hr. Stone presented an exhibit 
showing the amount of the surcharge necessary to recover the 
excess cost of 450,000 mcf of emergency gas durin g the 
summer period under three different pricing policies: fully 
rolled-in, St.2876 per mcf; rolle d-in to all customers 
except reside ntial customers, s 1. 4303 per mcf plus- $ .. 1608 
per mcf t o  all customers to insure that nonresidentia1 
customers receive the ful1 benefit of additiona1 volumes 
through the curtailment tracking rate (CTR); and 
incremental, Sf.82 Fer me£. The difference between the 
$ (. 2967 per mcf rate fil.ed by P&S a nd the SI .2876' per mcf 
rate sh own in Mr .. Stone's e�hibit arises from a restoration 
of CD volumes from Transco subsegue nt in the month of !lay. 
Hr. Stone als o presented an exbitit, pr epared in conjunction 
vith Hr. Campbell, shoving the estimated surcharge required 
t o  recover the remaining unrecovered 11cf of excess cost of 
emergency gas during tbe remainder of the su■mer period and 
t he 1977-78 winter period under t�o pricing p olicies: fully 
r olled in, $.3614 per mcf; rolled-in to a11 customers except 
residen tials, $.4738 plus $.15 fer 111cf CTR benefit.. l!r. 
Stone's second exhibit also shoved the re covery of excess 
cost of emergency gas by class of customer under three 
pricing policies: fully rolled-in from I July 1977 through 
31 Ma rch 1978 r esidential, $308,997, nonresidentia l, 
$249,034; pa rtiall y rolled in from I July 1977 through 3( 
Hai:ch 1978 residential CTR benefit $128,250, 
nonresidential surcharge $326,487, nonresidential CTR 
benefit $103,362; fully .ro1led during summer period -
residential, $ j 49, 120, nonresidentia l $408,645. 

Based on the foregcing, the terified application, and the 
entire record in this docket, the Commission makes the 
fol l oving 

FINDINGS OF FACT 

1- That Pennsylvania and southern Gas company, Horth
Carolina Gas Service Division (F&S) the Applicant, in this 
proceeding, is a corporation organized under the laws of the 
state of Delaware and duly do■esticated and conducting 
business in the State of North Carolina, having offices in 
Re idsville, North Carolina. 
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2. That P & s is a public utility gas distribution 
company as defined by G.S. 62-3 (23) and as such is subject 
to the jurisdiction of this Co�uission. 

3. That P & s has made apflication, pursuant to G.S. 62-
133 (b) and Rule Rl-17(g} of the Commission's Rules and 
Regulations seeking to recover through a surcharge of 
$1.2967 per mcf the excess cost, estimated to be 
approximately $817,106 including gross receipts taxes of 
450,000 mcf of emergency gas fUrchases during the 1977 
summer period. 

4. That by order issued 12 Hay 1977 
al.lowed P & S to collect the $1 .2967 per mcf 
schedules, effective en bills rendered on and 
1977, subject to Undertaking to refund and 

decision in the matter. 

the commission 
on all rate 

after 30 Apcil 
pending final. 

5. That at the time P & s ccDtcacted for the purchase of
emecg ency gas, it reas onably ap�eared to the company that 
450,000 mcf vould be required in order to  enable the company 
to serve its firm market during the summer period and fill 
its storage in pceparation for the coming vinter .. 

6. That without the purchase of emergency gas during the
(977 summer period P & S will have insufficient storage gas 
to meet the full requirement of its residential custome rs if 
the 1917-78 winter �eriod is 201 cclder than normal. 

7. That, because of unusually warm weather in the latter
part of February and March, P & s entered the summer period 
with its storage facilities less ·depleted than had been 
anticipated and therefore vith the additional vol.umes of gas 
has been able currently to serve its custom�rs in 
priorities, J, K and L in addition to its firm market vhil.e 
meeting its storage requirements for the 1977-78 winter 
period. 

8. That P 
gas during the 
firm market. 

& S does not plan to purchase any emergency 
1977-78 �inter period in order to serve its 

9. That the purchase of 450,000 mcf vill benefit all
customers receiving gas frcm P 6 s. 

JO. That if P & Sis n ot allowed to recover the excess 
cost of 450,000 mcf of emergency gas during the summer 
period, for vhich the company bas already paid, the company 
will incur additional carrying charges vhich it vill seek to 
recover. 

11. That the emergency purchase surcharge proposed by
P & S and approved herein is not designed to increase the 
company's rate of return over that previously allowed but 
solely to produce revenues sufficient to offset the 
increased cost of purchased gas and related gross receipts 
tax. 
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Whereupon, the Cou.missicn reaches the following 

CONCLD�ICNS 
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All of the evidence in this proceeding s hows that P & S • s 
regular flowing gas SUpflies a�e insu fficient to enable the 
company to serve its res idential, commercial a nd firm 
industrial customers during the summer period which me eting 
its storage reguirements for the coming winter. P & S 
therefore has undertaken to purchase emergency gas for the 
summer period. 

In early February when P & S contracted fo r the purchase 
of 450,000 mcf of emergency gas for the summer period, the 
compan y co uld not have been expecte d to foresee tha t these 
addit ional volumes would enable it to serve any but its. firm 
market. The Commis sion recogni2es that the uncertainties of 
supply and weather conditions are magnified in the case of a 
small company such as P & S. Under the existing 
circu mstances, the Commission is un�illing to conclude that 
P & s has acted imFrudently. The Commissi on is of the 
opinion, however, that P & s. having pu rchased 450,000 mcf 
o·f emergency gas, should make every effort to obtain
additional storage capacity in crder to preserve its gas 
supply for customers thro ugh prior ity M during the coming 
v inter.

It is cle ar that the emergency gas in guestion will 
benefit all customers of p & s toth nov and in the coming 
vint•er. The commission, therefore, is of the opinion that 
P & S should be all owed to recover the excess cost on a 
fully rolled-in basis. To prolcng the recovery of such cost 
would be to impose a needless turaen on the company. The 
Comm ission, therefore, concludes that th is cost should be 
recovered dur ing the summer pericd. 

IT IS, THEREFORE, ORDERED as fellows: 

I • Tha t the revised rate 
and So uthern Gas Comi=any, 
Division, on 12 May 1977 
appcoved and the Undertaking 
is hereby discharged. 

sct.edules fi led ty Pennsylvania 
North Cacolina Gas Serv ice 
in the above docket are hereby 

to refund also filed that da te 

2. That vi thin 30 days after the end of the su mmer
perio d Pennsylvania and S�ut hern shall file with the 
Commission an accounting of all emergency gas volumes 
deliveced and sold pursuant to this order, shoving t he 
surplus or deficiency in reCoverJ of the excess cost of suc h 
gas. 

ISSUED BY ORDER OF THE COftHISSION. 
This 30th day of June, 1977. 

NORTH C� EOLINA UTILITIES COHHISS ION 
(SEAL) Katherine M. Peele, Chief Clerk 
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DOCKET NO. G-3, SUB 79 

BEFORE THE NORTH CAROLINA UTILI'llES CO!!HISSION 

In the natter of 
Pennsylvania and southern Gas ccmi:any (North ) ORDER 
Carolina Gas Service Division) l?etition to ) APPROVING 
Adjust Rates to Recover Uncollected Excess Emer-) RATES 
gency Gas Cost for Winter 1976-11 ) 

BEARD IN: The Commission Hearing Room, Ruffin Building, 
Raleigh, North 

BEFORE: 

One West norgan Street, 
Carolina, on May 25, t 977 

Chairman 'Ienney 
Cammi ssion ers Ben 
Jr., Barbara A. 
Leigh H. Hammond 

For the Applicant: 

I. Deane, Jr., Presiding, and
E. Roney, w. Lester Teal,
Simpson, s. Lindsay Tate, and

T. Carlton Younger, Jr., Brooks, Pierce,
.McLendon, Hu11phrey & Leonard, Attorneys at Lav,
Post Office Deaver u, G re ensboro, North
Carolina 27402

Por the Intervenors: 

Jesse C. Brake r Assistant At torney General r 

North Carolina Department of Justicer Dobbs 
Building r Raleighr Herth Carolina 27602 
For: The Usi ng and Consuming Public 

For the Commission Staff: 

Edvard B. HiPP r Commission Attor ney, and 
Antoinette R.. llike, Associate commission 
Attorneyr North Carolina Utilities Commission r 

P. O. Box 99 J - Dobbs Building r Raleigh r North 
Caroli na 27602 

BY TBE COHHISSION: On Hay 12, 1977 r Pennsylvania & 
Sou�hern Gas Company, North Carclina Gas Service Division 
(hereinafter referred to as Penn. and Southern or  the 
Company) filed a revised Petition seeking authority to 
adjust and increase its rates and charges in order to 
recover the unrecovered excess cost of emergency gas. 
purchased during the 1976-77 �int er. By Order of this 
Commission in Docket N o. G-3, Sub 72, Pennsylvania and 
Southern vas direct ed to purchase ISl r DOO acf of emergency 
g as for the winter heating seascn. Due to the colder than 
normal winter it was act ually necessary for the compa ny to 
purchase 204,321 Hcf of emergency gas. The total excess 
cost of the emergen�y gas purchasEd for the winter heating 
period was $302r726 including gccss receipts tax. Penn. and 
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Southern ha s previously recovered $19�,322 of such increase 
through the winter emergenc y  purchase surcharge on all 
nonresidential rate schedules apFroved by Order issued 
.January 20, J 977, in Dock.et No. G-3, sub 72.. Penn.. and 
southern has further recovered an additional $73,449 d ue to 
the adjustment of the curtail&ent tracking rate for the 
vinter heating season.. By this application, the Company 
seeks to recover the reaaining $3�,955 of the excess cost of 
emergency gas purchases through an inc rease in rates· to all 
rate schedules, excluding residential, of $.0751 · per Hcf 
effective on all bills rendered c� and after April 30, (977. 

In its application,. Penn. and Southern requested the 
Commission to waive the thirty aays• notice requirement and 
allov the proposed surcharge to become effective on all 
bills rendered on and a fter April 30, 1977. Ac companying 
the application vas an Undertakitg by Penn. and Southern to 
refu nd such amounts collected under the increased rates as 
might later be found unjust and unreasonable by the 
Commission. 

By Order issued on Kay 12, 1977, the Commission alloved 
the proposed rate to beo:>me effective on all bills rendered 
on and after April 30, 1977, subject to the Undertaking by 
Penn. and Southern to refund such amounts collect ed as might 
lat er be found unjust and unreascnable. The Order set the 
application for hearing on Wednesday, May 25, 1977, at 9:30 
a.m.

The public hearing vas held as scheduled on Hay 25, 1977,
concurrent with the hearing in the related  Docket No. G
I 00, Sub 29.. The Applicant li as present and offered the 
testimony of �arshall, w.. Campbell. 'Ihe Attorney General 
intervened and was rep resente d  as shown atov e. 

Based upon the entice evidence of �ecord, the commission 
mak es the following 

FINDINGS OF FACT 

I. That Pennsylvania and Southern Gas Company, North 
Carolina Gas service Division, is a public util ity subject 
to the jurisdicticn of the North Ca roli na Utilities 
commission. 

2. That the Petition in this docket is properly 
the Com�ission pursuant to the ccumission•s Order in 
No. G-100, Sub 29, implementing policy for pricing 
excess cost of emergency gas fUtcbases. 

be-fore 
Docket 
of the 

3. That by the Petition in this docket, Penn. and
Southern is seeking to recover $3�,955, as the unrecovered 
excess cost of emergency gas Eurchased during the 1976-77 
winter heating season. 

4. That the total excess cost of emergency gas purchased
by Penn. and southern for the winter heating period vas 
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$302,726 including gross receipts tax and that Penn. and 
southern has previously recovered $194,322 of such increase 
through the winter emergency �urchase surcharge an d has 
further recovered an additional $73,449 due to the 
adjustment of the curtailment tracking rate for the winter 
beating period leaving a balance of $34,955 as the 
unrecovered portion of the excess cost of emergency gas. 

5. That an increase in rates and charges on a.11 rate 
classification, excluding residential, of $.0751 per Hcf 
vi11 al.low Penn. & Southern to recover its unrecovered 
excess cost of emergency gas net of gross receipts tax by 
October 31, 1977. 

CONCLUSIONS 

The commission in its Order in Docket No. G-3, sub 72, 
ordered Penn. and Southern to fll.Ich ase I 5 I, 000 H.cf for the 
winter heating seascn. The evidence in this hearing vas 
that it was ac tually necessary for Penn. and southern to 
purch ase 204,321 Mcf of emergency gas to a.eet the needs of 
its customers due tc the colder than normal vinter. The 
total exce ss cost of the emergency gas purchased for the 
winter .heating period vas $302,126 including gross receipts 
ta�. Pe nn. and Southern has previously recovered $)94,322 
of such increase through the winter emergency purchase 
surchar ge on all nonresidential rate schedules and has 
further reco ve red an additional $73,449 due to the 
adjustment o f  the CTA. rate fer the vinter season. This 
leaves remaining $34,955 as the e�cess cost of emergency gas 
which the Commission finds and concludes that the company 
sh ould be entitled to recover. 

The commission, by Order issued on December 8, 1976, 
directed t hat the cost of emergency purchases for the 1976-
77 winter beating season shculd not be placed on the 
residential customers. The Commission concludes, therefore, 
that the $34,955 excess cost cf emerge ncy gas purchased by 
Penn. and southern shculd be recovered th rough an increase 
in rates to all schedules excluding residentials. The 
commission, therefore, concl udes that Penn. and Southern 
should be allowed to recover the $34.955 excess cost of 
emergency gas through an. increase i n  rates to all rate 
schedu les, excluding residentials, of $.0751 per Mcf 
effective on all bills rendered on and after Ap ri l 30, 1977, 
and that this increase is found to he just and reasonable. 

IT IS, THEREFORE, ORDIBED as fcl�ows: 

schedule 
above 
Refund 

1. That the revised rate
Southe rn on Hay 12, 1977, in the 
approved and the Undertaking for 
therewith is hereby discharged. 

filed �y Penn. & 
docket 1s hereby 
filed concurrently 

2. That upon the .collection of 
through the surcharge of $.0751/HCF as 

$34,955 of rev enues 
authorized herein 
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that Penn. and Southern shall file r evised tariffs 
eliminating this surcharge. 

3. That Penn. and Southern shall file a statement
accounting 1

for all collections received unde r this 
authorizatiOn and equating this amount to the exc ess cost of 
EP gas for the vinter period of $Jij,955. This report due 
thirty (30) days after the $34,955 has been recovered. 

ISSUED BY ORDER OF !HE COMMISSION. 
This the 29th day of Jun e, J977. 

(SUL) 

NOETH CAEOLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

DOCKE! NO. G-5, SUB (30 

�EFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Application of Public service 
Company of North Carolina, Inc., 
for an Adjustment of its Rates 
and Charges 

) ORDER PRESCRIBING METHOD 
) 0 P RECOVERY OP EXCESS 

) COST OF EMERGENCY 
) N ATOBAL GAS 

HEARD IN: Commission Bearing Room, Ruffin Building, One 
We st Horgan Street, Ealeigh, North Carolina on 
May 24, t977, at 9:30 a.m. 

BEFORE: Chair1an Tenney 
Ben E. Roney, W. 
A. Simpson

I. Deane, Jr., Commissi oners
Lester Tea1, Jr., and Barbara 

APPEABAHCES: 

For the App�icant: 

F.. Kent Burns, and James M. Da y, Boyce, 
Mitchell, Eurn s and Smith, P .. a. Box 1406,
Raleigh, Ncrt h Carclina 27602 

For the Usi ng and Consuming Fublic: 

Jesse c. Brake, Associate Attorney General, 
N. C. Attorney General's Office, P. o. Box 629,
Raleigh, North Carclina

For the Commission Staff: 

Antoinette R. Rike, Associate Commission 
Attorney, N. c. Utilities Commission, P. O. Box 
99 t, Raleigh , N orth Carolina 27602 

BY THE COMMISSION: On 24 l!arch 1977 Public Service 
Company_ of North Carolina, In c. (Fubl ic Service) filed an 
Application, pursuant to G.S. 62-133 (b) and commission Rule 
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RI-I7(g), seeking authority to adjust and increase its rates 
and charges in order to recover the excess cost of emergency 
g as purchases during the summer of 1977. In its Application 
Public service proposed to purchase approximately 3 Bcf of 
emergency gas and to recover the excess cost through a 
surcharge en al.l rates, except rate Schedule 20 
(Transportation), of 5.5¢ per Ccf effective 25 April 1977. 
On 12 April. 1977 Public Service filed an anendment to its
Application in which the co■pany FCOposed to purchase 2.4 

·ecf and to recover the excess cost through a q.75¢ per ccf
surcharge to all customers.

By order issued 14 Apr il 1977 the cO■mission suspended the 
.Proposed emergency p1n:chase s,ixcharge and set the matter for 
hearing on Tuesday, 24 Bay 1977. This order provided that 
the suspension vould be stayed, pending hearing and further 
order, if _the Company filed an Undertaking to refund such 
amounts col1ected under the proposed surcharge as may later 
be found by the co■mission to be unjust and unreasonable. 
on ·19 April f977 Public Service filed such Unde�taking, and 
on 20 April 1977 the Commission approved the Undertaking and 
allowed the q.75¢ per ccf surcharge to become effective 
pursuant thereto, effective o n  bills rendered on and after 
25 April I 977. 

On 15 April 1977 
Intervention which vas 
that date. 

the Attorney General filed Notice of 
recognized by Commission order of 

The ■atter came on for hearing as scheduled. Public 
Service presented the testimcny cf Crawford Marshall Dickey, 
Vice "President Gas supply Services. Mr. Dickey's 
testi■ony ten_ded to shov the following: that Public Service 
vi11· receive only about 10.000,000 dekatherms (Dt) of· 
pipeline gas during the summer season April I, 1977 
October 31, 1977 , which is net sufficient to enabl e the 
Company to fill its storage for the coming winter and at the 
same time to meet the needs of .its commercial and firm 
industrial customers; that in order to offset an eipected 
decrease in pipeline supply for the 1977-78 winter and to 
serve customers in priorities B.2 through ft (firm customers 
and customers who have �ropane as their only alternate fuel) 
during the current summer period, Public service must 
p urchase 3 Bcf of emergency gas; the current cost of propane 
in Public service's service area is $3.50 per million BTD 
which is comparable to a natural gas cost of $3. 42 per ttcf; 
that the current �ost of natural gas to Public service's 
customers is $2.79 per Hcf or $2.73 per million BTU. which 
includes the 4.75¢ per Hcf emergency purchase surcharge; 
that, since the 4.75tt surcharge vas calculated on the basis 
of sales for the entire sumtier (Apri 1 October) period, 
Public Service is subject to an undercollection due to the 
c ompany's increased storage requirements and the delay in 
collecting the rate: that Public Service has attempted to 
obtain a reduction in the 45. 8tt per Dt transportation charge 
associated vith emergency gas purchases and expects action 
on this matter shortly by the Administrator o f  the Emergency 
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Natural Ga s Act; and that Public Service proposes to file 
new tariff sheets based on an updated esti■ate of cost and 
sales volumes reflecting an upward or downward adjustment in 
the emergency purchase suicharge at that time. 

The Commission Staff offered the testimony of Dani el H. 
Stone, Utilities Engineer in the Gas Section of the 
Engineeri ng Division. Hr. Stone presented an exhibit 
shoving the amount of the surcharge necessary to recover the 
excess cost .of 2.4 Bcf of emergency gas during the sum■er 
period under three different pricing policies: fully 
rolled-in, 4.75¢ per Ccf; rolled-in to all customers except 
residential customers, 5.682¢ per Ccf plus .87911!! pe r Ccf to 
all customers to insur e that nonresidenti al customers 
receive the full benefit of additional volumes through the 
volume variation adjustment factor (VVAF benefit); and 
incr emental, J7.2t per Ccf. 

The commission takes judicial nctice, pursuant �o G.S. 62-
65 (b), of testimon·y presented by fublic. Service in .. Docket 
No. G-5, Sub 125, a separate but related proceeding. Ther e 
the record shows that Public sex:vice has an uncollected 
balance of $168,843 in excess cost of e■ergency gas 
purchased during the (976-77 winter heating season. 

Based on the foregoing, tbe 
hearing, and the entire record 
Commission makes the following 

te stimony 
in this 

FINDINGS OF FACT 

adduced ,at the 
matter, the 

I. That Public Service company of North Carolina. Inc ••
the Applicant, is a ccrpox:ation oxganized and doing business 
under the laws of the stat e of North Carolina, having its 
principal office and place of business in Gastonia , North 
Carolina. 

2. That Public service is a public utility gas 
distributi on company as defined ty G. s. 62-3 (23) and as such 
is subject to the jurisdiction cf this Com■ission. 

3. That Public service has made a pplication, pursuant to 
G.S. 62-133(£) and Rule BI-J7(g) of the commission's Boles 
and Regulations, seeking tc recover the excess cost, 
estimated to be approximately $1,600,000 including gross 
receipts taxes of 2.4 Bcf of emergency gas purchases during 
the 1977 summer entitlement period. 

4. That Public Service 
$168,843 remaining from the 
the 1976-77 winter season. 

has an uncollected balance of 
emergency gas purchases during 

5. That Public Sel:'vice must pu rchase 3 Bcf of emergency
gas during the sumDer period in order to serve its customers 
in priorities R.2 through ft and to fill its· storage in 
preparation for th e coming winter. 



326 GAS 

6. That the purchase of 3 Ecf of emergency gas during
the summer period vi11 inure to the benefit of all customers 
receiving gas from Fublic Service. 

7. That the e�ergency putchase �urcharge proposed by
Public service and approved herein is not designed to 
increase the company• s rate of return over that previously 
allowed but solely to produce revenues sufficient to offset 
the increased cost of purchasEd gas and related gross 
receipts tax. 

Whereupon, the Commission reaches t he fol loving 

CONCLUSIONS 

All of the evidence in this prcceeding shows that Public 
Service's regular flowing gas supplies ar e insufficient to 
enable t he company to serve itE residential, commercial and 
firm industrial customers during the summer period while 
meeting its storage requirements for the coming winter. 
Public service therefore has und ertaken to p urchase 
emergency g as d ut"ing the summer period. 

The surcharge of 4.75t per Ccfr which, with Commission 
approva1 and subjec t to Dndertaking r Public Service has been 
collecting from all cus tomers since 25 April 1977, vas based 
on t he purchase of 2.4 Bcf of emergency gas. Since that 
rate was computed, Public service has been advised by its 
supplier that supplies for the 1977-78 winter season will be 
approximately 700 r 000 Dt less than in the past winter. To 
offset this reduction in volumes, Public service has 
contracted for an additional 786r 165 Dt·of temporary storage 
serv ice, which reguires injecticn during the summer season. 
Public Service therefcre Eropcses to purchase a total of 3

Bcf of emergency g as in ord er to continue to serve its 
customers in priorities R.2 through H. The Company also 
proposes to file an updated estimate of costs and sales 
volumes along with new tariff sheets ·reflecting an 
adjust ment in the surcharge increllent for summer emergency 
gas purchases. 

The Commission is of the op1n1onr and so concludes, that 
Public service should p urchase 3 Ecf of emergency gas and 
should recover the excess cost of such gas on a fully 
rolled-in basis from all customers during the summer period. 
The' ccmmission further concludes that Public service should 
file revised tariffs r and support ing cost and sales data r by 
17 June 1977 in order to accurately track the exc ess cost of 
emergency gas for the remainder of th e summer period. These 
revised tariffs should include an increment to all sales 
except sales to residential custome rs· to recover the 
uncollected balance of $16B r 843 in excess cost of emergency 
gas purchased during the 1976�17 winter heating season. 
Fin ally r the commission concludes that the surcharge 
h eretofore collected by Public service and approved in this 
docket is just and reasonable. 
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IT IS, THEREFORE, ORDERED as fellows: 

1- That the rev ised rate schedules filed by Public
Service Company of North Carolina, Inc., on 12 April 1977 in 
the above docket are hereby apprc�ed and the Undertaking for 
Refund filed by Public service on 19 April 1977 is her eby 
discharged. 

2. That Public
a·pproxima te l y 3 Bcf 
i ts customers in 
sum.mer period. 

Service is hereby required to purchase 
of emergency nat ural gas and to serve 
priorities J; .. 2 through M during the 1977 

3.. That Public Ser vic e shall file, on or befor e 17 June 
I 977, further revised schedules ccntaining current cost and 
sales data and tariffs to become effective on one day's 
notice, in order to recover the excess cost of 3 Bcf of 
emergency gas by a surcharge to all rate sched ules (except 
Sch edule 20 - Transportation) du ring the summer p eriod and 
to recover from all customers, except residen tial customers, 
th� u ncollected excess cost of emergency gas purchases made 
during the vinter period .. 

ISSDED BY ORDER OF THE COHHISSION. 
This 15th day of June, I 977. 

( SEAL) 
NORTH CAEOLINA UTILITIES COPJHISSION 
Katherine H. Peele, Chief Clerk 

DOCKET NO. G-1, SUB 60 
DOCKET NO. G-J, SUB 47 (c) 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Unit e d  Cities Gas Ccmpany Request 
to Allow Curtailment Tracking 
Adjustment and Application to 
Recover Excess cost of Emergenc1 
Gas 

) ORDER APPROVING 
) CURT�ILHENT TRACKING 
) ADJUSTMENT AND 
) RECOVERY OP EXCESS 
) COST OF EMERGENCY GAS 

BY THE CCHHISSION: On 2 November 1976 the Commission 
issu ed an order Establishing A Rulemaking Proceeding in. 
Docket No. G-JOO, Sub 29, and scheduled hearings to begin on 
23 November 1976 for the purpose cf considering alternative 
methods on the pricing of emergency gas t o  be purchased this 
winter by t he gas utilities opera tir.g in North Car.olina. 

Pursuant to this rulemaking prccedure , United Cities Gas 
Company (United) filed an application on 17 January 1977 
seeking to re cover excess cost of emergency gas p urchases 
from its non-residential c ustomet:s. (Docket No. G-1, sub 
60) In its applica tion, United also requested approval in
accordanc e vith pri or Commission crders in Docket No. G-1,
Sub 47 for a nev curtailment '!·racking Adjustment. (Docket
No. G-J, sub 47 (c)).
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rn regard to its request fer an emergency gas surcharge 
for non-residential customers, united proFoses a surcharge 
of $.0328/therm to :recover the excess cost· of emergency gas. 
Additionally, United proposes to increase its curtailment 
tracking rate from the existing level of S.0015/therm to a 
nev level of S.0132/therm. The amount of the Curtail61ent 
Tracking A.djustaent increase is to be reduced by 
$.0038/therm to reflect credit for revenues realized under 
Transportation-Rate Schedule 755. 

The commission believes and therefore concludes that the 
proposed changes in the curtail■ent Tracking Adjustment and 
the Emergency Gas Surcharge are just and reasonable.. The 
Commission is also of the opinicn and so concludes t hat the 
proposals are consistent Yith prior Commission proceedings 
in Docket No. G-1, sub 47 (Curtailment Tracking Adjustment) 
and Docket No. G-100, sub 29 (Emergency Gas surcharg e) and 
should be allowed. 

IT IS, THEREFORE, OBDEfiED TBA1: 

(I) United be alloved to recover its excess costs for
emer gency gas in the amount of !.0328/therm appli cable only 
to Ra te schedules 730, 750 and 11C. 

(2) United be alloved a net incr ease in its curtailment
Tracking Adjustment in the am ount of $.0079/therm appli cable 
to all customers. This n et figure is the requested incre ase 
of $.0132/therm reduced by the present curtailment Tracking 
Adjustment of $.0015/tber■ a�d for credit for revenues 
received under Transportation-Rate Schedule 755 of 
$.003B/therm. 

(3) United file appropriate tariffs incorporating said
changes. 

(ll) United file complete accounting statements shoving
the amount of revenue received and any increased cost 
incurred in purchasing emergency gas during. the winter 
period 1976- 1977 within thirty days after United Gas 
recovered its entire cost of emergency gas. 

ISSUED BY ORDER OF THE COKKISSION. 
This 20th day of January, 1977. 

(SEAL) 
NORiB CAFOLINA UTILITIES COBMISSION 
Katherine H. Peele, Chief Clerk 

DOCKET HO. G-9, SOB I 5B 

BEFORE THE HORTH CAROLINA UTILIUES COMMISSION 

In the Hatter of 
Application of Piedmont Natural Gas 
Compan"y, Inc., for an �djustment of 
its Bates and charges 

) 
) 

) 

ORDER SETTING 
RATES AND 
CHARGES 
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HEi\RD IN: The Commission Hearing Boom, Ruffin Building, 
one West Horgan Street, Raleigh, Horth 
Carolina, on Tuesday, Wednesday, Thursday and· 
Friday, November 30, December I, 2 and 3, 1976 

BEFORE: Chairman ienney I. Deane, Jr., Presidingi and 
Commissioners J. ward Purrington and Barbara A. 
Simpson 

APPEARANCES: 

For the Applicant: 

Jeri:y w. Amos and James T. Williams, Ji:., 

Brooks, Pier ce, Mclendon, Humphrey & Leonard, 
Attorneys at Lav, Post Office Drawer o, 
Greensboro, N orth Carolina 27402 

Par the Intervencrs: 

Thomas R. Eller, Jr., Hovis, Bunter & Eller, 
Attorneys at Lav, 801 American Building, 
Charlotte, North Carclina 28286 
For: North Carolina 'lextile Manufacturers 

Association, Inc. 

M. Alexander Biggs, Biggs, Headovs, Batts,
Etheridge & Winberry, Attorneys at Lav, Post
Office Drawer 153, Bocky Mount, North Carolina
27801
For: Brick Association of North Carolina 

Robert Gruber, si;ecial Deputy, and Jerry a. 
Fruitt, 
Carolina 
Building, 
For: The 

Associate Attorney Gelieral, North 
Department of Justice, Justice 

Raleigh, Ncrth Carolina 27602 
Using and consuming fublic 

For the commis sion Staff: 

Robert F. fa ge and Theodore c. Brown, Jr., 
Assistant commissicn Attorneys, North Carolina 
Utilities Commission, Post Office Box 991 -
Ruffin· Building, Baleigh, North Carolina 27602 

BY THE COMMISSION: On July 23, 1976, Pi,edmont Natural 
Gas Company, Inc. (hereinafter called Piedmont or the 
Company), filed an application with this commission for 
authority to adjust its rates aDd charges in North Carolina 
by an increase in rates designed to produce an additional 
$2,603,eso in general service revenues, applied to the 12 
months ended April 30, 1976. 1·he application in this 
proceeding affects Pied«ont•s �ates and charges for natural 
gas service which it furnishes to its customers in North 
Carolina by requesting an average increase of approximately 
4.2%. Piedmont requested that the increases be allowed to 
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becom e effect ive on all gas consuu..ed on and after August 23, 
I 976. 

By Order dated August 16, I S16, the Commission declared 
the matter to be a general rate cas e under G.S. 62-J37i 
suspended the proposed rates for up to 270 days pursuant to 
G.S. 62-!3Q; reguired Piedmcnt to submit additional 
oparating data for each year of the period 1971-1975; 
established the test period to be the 12 months ended April 
30, I 976i and set the matter for hearing on Tuesd ay, 
November 30, 1976. 

On October I, 1976, Notice of Intervention in this case 
was filed by the Attorney General of North Carolina on 
behalf of the using and consuming public of the State of 
North Carolina, and such intervention was recognized under 
G.S. 62-20 by a Commission Ot:der issued on October 13, 1976 .. 

On October 6, 1976, and October 13, 1 976, Petitions for 
Leave to Intervene and Protests were filed with the 
Commis s ion by the North carclina Textile Manufacturers 
Association, In c., and by the Erick Association of North 
Carolina. such P etitions for Leave to Illtervene were 
allowed by Commi ssion Orders issued on October 19, J 976. 

other matters which are reflected in t he Official File of 
this docket include: 

1. On October 22, 1976, the Company filed data responses
in compliance with the commission Order o f  August 16, 1976. 

2 .. On October 29, 1976, the North Carolin a Textile 
Manufacturers Association, Inc., filed a Petition to S·uspend 
Rates in Docke t No .. G-9 ,. sub J 60 and moved to consolidate 
that docket with Docket No. G-9 , Sub 158. 

3. On November 2, ) 976, the Attorney General of North 
Carolina filed with the Commi ssion a Motion to Suspend Rates 
in Docket No. G-9 ,. sub 160 and to consolidate that docket 
for investigation and hearing 11ith the Company's pending 
gene ral rate c ase in this Do cket No. G-9, Sub JS8. 

4. On November 3, 1976,. Piedmont filed its response to 
the Petition of North Carolina Te.xtile l'lanufact urers 
Association ,. Inc. 

5 .. On November 22, 1976, Piedmont filed a Request for 
Admissions or Stipulations from the Commission Staff. 

6. On November 22, ( 976, Fiedmont filed a Motion for a
Prehearing conference .. 

7. On Decemter 3, 1976, Piedmont filed its Supply 
summary for the 12 ttonths ended Afril 30, J976. 

Following the exchange of additional or supplemental data, 
testimony and exhibits sponsored ty the Commission Staff, 
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the public bearing in this mattet" began on Novembet" 30, 
1976, at 10:00 A..l'l .. in the Comm-ission Hearing Boom. 

The Ccmpany pt"esented the dit"ect testimony and exhibits of 
six witnesses as follows: 

1. Earl c. Chambers, senior Vice President - Supply and
Technology of Piedmon t Natural Gas, testified abou t 
Piedmont's distribu ticn and transmission fa cilities from the 
standpoint of system capacity and resources and about the 
company's efforts tc implement future peaking and 
supplemental gas supply projects. He also gave extensive 
testimony concerning Piedmont's anticipated gas supply over 
t he .next few years. He demcnstrated the effects upon 
Piedmont•s customers of the present and forecast volumes 
(under various assumptions) of available gas supplies, based 
upon normal and colder than normal weather conditions; 

2. Everette c. Hinson, Vice President and Treasurer of 
Piedmont Natural Gas com�any, Inc., testified concerning 
gene ral corp orate affairs, the coopany•s present financial 
condition, its needs fo r rate relief, its attempts to cut 
expenses, its needs to increase gas supply, the results of 
the Company's operations during the test year and its· future 
financial needs: 

.3. Daniel Thomas Hacnin g, Assistant Vice President of 
Stone & Webster 1'.anagement Consultants, Inc., testified 
concerning his study of the undepreciated, trended original 
cost of tba utility property of Piedmont Natural Gas company 
in the State of North Carolina; 

4. Wilton L. Parr , Vice President (in charge Qf North 
Carolina operations), Piedmon t Natural Gas Company, Inc., 
testified as to setvice tc customers in North Carolina, 
sales (residential, c ommercial and industrial), billings, 
col lee tion, and con struction. He also presented and 
described changes made frcm present rates by Piedmont in its 
proposed rate structure; finally, he presented the results 
of a study comparing the proi:o�ed rates with prices for 
competitive fuels; 

5. Richards. Johnson, Vice President of Stone & Webster
Management Consultants, Inc., testified a s  to the design of 
the rate structures necessary to produce the revenue sought 
in the application and as to ne�, amended rate structures 
proposed dur ing the course of the hearings; and 

6. · Robert s. Jackson, Senior Vice President and Director
of stone & Webster Management Consultants, Inc., prepared 
and presented testimony and studies intended to support his 
determination of the fair rate cf return for Piedmont 
Natural Gas Company, Inc. 

The Commission staff offered the testimony and exhibits of 
four witnesses as follows: 
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I. Eugene H. Curtis, Jr., Operations Engineer, 
Operat ions Analysis Section, Division of Engineering, gave 
testimony concerning the replacement cost appraisal filed by 
Piedmont and his consideration of the appropriate derivation 
of the fair value rate base; 

2. H. Randolph Currin, Jr., Senior 
Operations Analysis Section, Division 
testified as to the cost of ca�ital and 
of r�turn for Pied mont; 

Operations Analyst, 
of Engineering, 

suggested fair rate 

3. Daniel K. Stone, Utilitie s Engineer, Gas Section, 
Division of Engineering, testified to the Co11pany•s 
operating revenues and costs of purchased gas, including a 
weather adjustment and a curtailment adjust■ent which he 
furnished to the Accounting Division. During the course of 
the bearing, Hr. Stone furnishe d supplemental exhibits in 
r esponse to stipulation reguests and amended rate sche dules 
f iled by the company: and 

4. Donald E. Daniel, Staff Accountant, Accounting 
Division, presented the results of bis study of the 
Company's original cost net investment, revenues, expenses 
and-test year operations, with resulting returns on original 
cost net investment and cogmon equity under present and 
proposed rates. 

The company called these witnesses for rebuttal: 

I• Richard s. Johnson, 
ftanagement consultants, 
amended rate structures 
of the hearing; 

Vice Presi dent of stone & Webster 
Inc., further testified as to 
which vere filed during the course 

2. John N. Kingsland, first Vice President of White, 
Weld 6 Co., Incorporated ,  testified in rebuttal to the 
opinions concerning cost of capital and fair rate of return 
expressed by Staff witness currini 

3. Seddon Goode, Jr., Senior Vice President and 
Treasurer of Interstate secu rities corporation of Charlotte, 
testified to the relative risk, £rem an investment point of 
viev, between  Piedmont Natural Gas an d Duke Power company 
and Carolina Paver and Light Coapany. 

Following the receipt of such testimony and exhibits, 
briefs and oral. arguments vere waived hy all parties and it 
vas agreed that the company would file suggested Findings of 
Fact and Conclusions of· Lav and that all other parties were 
given an opportunity to do  the same by December 20, 1976, 
and the record in this docket was closed , pending receipt of 
suggested Findings and ConclUsions. 

On DCcember 16, 1976, the North Carolina Textile 
Manufacturers Association, .Inc., filed vi th the Clerk of the 
commission proposed Findings of Pact, Conclusions of Law and 
suggested Judg■ent. 
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On December 20, 1976, Piedmont filed with the Clerk of the 
Commission its proposed Findings of Pact an d Conclusions of 
Law. 

On January JO, 197'7, the Brick Association of North 
Carolina a dvised the Commission ty letter t hat it vould like 
to adopt tbe proposed Findings cf Pact, Conclusions of Lav 
and suggested Judgment filed by the North Carolina T extile 
Manufacturers Association, Inc., as its ovn. 

On December 30, 1976, Piedmont Natural Gas Company filed 
an app lication seeking authority from the Commission to 
terminate the curtailment tracking adjustment formula on the 
effective date of the rates establish ed by the commission in 
Docket No. G-9, sub 158, or en January 31, 1977, whichever 
date shall first occur. By order issued on January 12, 
I 977, the Commission suspended Piedmont• s proposed 
application, pending the final Oeder to be issued in this 
docket, and combined and consolidated said applic.�tion vith 
this docket for pur�ose of decision. 

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

FINDINGS OF FACT 

1. That Piedmont Natural Gas Company, Inc., is a dul y
created and existing New York Corporation authorized t o  do 
business and doing business in North Carolina as a 
franch ised public utility providing natural gas service in 
42 North Carolina communities and is properly before the 
Commission in this proceeding for a determination of the 
justness and reasonablen ess of its proposed rates and 
charges as regulated by the Utilities co■11ission un der 
Chapter 62 of the General Statutes of North Caroli�a� 

2. That the test period established by the Commission
and ut ilized by all parties in this proceeding is the (2 
months ending April 30, 1976 • 

.3. That the annual increase in rates and charges 
ul.timately sought by ·Piedmont under its final set of 
proposed ra tes as filed during the course of hearings in 
this proceeding is $684,814. 

4. That Piedmont is providing reasonably adequate 
natural gas service to its existing custoaers in North 
Carolina to the extent tha t it is able to do so under the 
present level of curtailment of its pipeline supplies of 
natural gas. 

5. That the original cost of Fiedmont•s plant in service
used and usef ul in providing natural gas service in North 
Carolina is $J08,860,73(. From this amount should be 
deducted the accumula·ted depreciation associated with the 
o riginal cost of $26,808,057 and customer advances for
construction of $355,335, resulting in a reasonable original
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cost less depreciation or a net gas plant in service of 
$81,697,339. 

6. That the reasonable replacement cost less 
depreciation of Piedmont Natural Gas Company's plant in 
service vbich is used and useful in providing natura.l gas 
service in North Carolina is $159,420,663. 

7. That the fair value of Piedmont Natural. Gas Com.pany•s
plant used and useful in providing gas service in North 
Carolina should be derived by giving 60i weighting to  the 
reasonable original ccst less depreciation of Piedmont 
Natur al Gas Company's plant in service and 40j weighting to 
the depreciated replacement cost of Piedmont's utility 
plant. By this method, using the depreciated original cost 
of $81,697,339 and the depreciated replacement cost of 
$159,420,663, the Commission finds that the fair value of 
Piedmont's utility plant devoted to gas service in North 
Carolina is $112,786,668. T his fair value includes a 
reasonable fair value increEent of $31,089,329. 

B. That the re asonat:le allo11ance for working capital foe
Piedmont Natural Gas company is $1., 952,428. 

9. That the fair value of Fiedmont Natui:al Gas company's
plant in service to its custcmers within the State of North 
Carolina of $112,786,668 plus the reasonable allow ance for 
vorking capital of $1,952,428 yields a reasonable fair value 
of Piedmont Natural Gas Company's property nsed and useful 
to North Carolina customers (or rate base) of $114., 739,096. 

10. That Piedmont's test year operating revenues, after
appropriate accounting and engineering adjustments, under 
present rates are approximately $59,985 .,122, and under the 
Company's last proposed r ates (Exhibit 12, Substitute) would 
have been approximately $60,669,936. 

11- That the level of Piedmont's operating revenue 
deductions after accounting and pro forma adjustments, 
including taxes and interest on customer deposits, is 
$52,261,311 which includes the amount of $3,040,702 for 
actual investment currently consumed through reasonable 
actual depreciation. 

12. That the capital structure vhich i s  proper for use in
t his proceeding is the following: 

Debt 
Preferred stock 
Common Equity 
cost-Free capital 

Tot al 

Percent 

51 • 09,: 
3.90,: 

42. 48X
2.53'.l

I oo. oo" 

13. That vhen the e:zcess of the fair value of the
company's property used and useful at the end of the test 
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year aver and above the original cost net invest•ent (fair 
value inc rement} is added ta the equity component of the 
original cast net investment, the fair value capita1 
structur:e is as follows: 

Debt 
Preferred Stack 
common Equity 
cast-Free Capital 

Total 

37.25i 
2. B4i

58. 07�
I. 84�

100.oo�

14. That the Company's proper embedded costs of debt and
pref�rred stock are 7.00% and 5.161, respectively. The fair 
rate of return which should be applied to the fair value of 
property (or rate base) is 6.73,. This return on Piedmont's 
rate base of 6. 731 will all.av the company t he opportunity to 
earn a return on fair value equity of 6.851, after recovery 
of the embedded costs of debt and preferred stock. A return 
of 6.851 an fair value equity results in a retu rn of 12.841 
on origina l cost common equity. such returns on rate base. 
fair value eguity and common equity are just and reasonable. 

15. That Piedmont should not te allowed any increase in
gross revenues. Piedmont's pro forma return on the fair 
value of its property (or rate base) at the end of the test 
yea.r was approximately 6.73�, which the Commission has 
determined t o  be just and reasonable. The co1111ission finds 
t hat. given efficient management. Piedmont vi ll continue to 
have the op portunity to earn the level of returns on rate 
base. fair value equity and original cost equity vbich the 
commission has found to be fair to both the Campany and its 
custo■ers. 

16. That the schedule of rates and charges attached
hereto as Appendix A of this Or der is found to be just and 
reasonable and the same should be used by the Company to 
generate the amount of annual re'lenue s ($59 1 985, 122) herein 
found to be proper for Piedmont. 

17. That the curtailment tracking adjustment formula (or
CTA) heretofore approved for use �J Piedmont in Docket No. 
G-9, Sub 131 and modified in subsequent proceedings before 
the Com■ission is a just and reasonable rat e-making tool or 
method of protecting Piedmont frcm wide fluctuations i n  the 
level of curtailment from its pipeline supplier and of 
protecting Piedmont's custo■ers from the uncertainties of 
continual rate cases which vould be required vithout the 
CTA. The new base margin. established herein. vbich is 
appropriate for future CTA filings is $26.682.61 I (the 
difference between test year gaS sales revenues, 1ess 
associated gross receipts taxes and test year cost of gas). 
a nd the nev base period supply volumes which are appropriate 
far use in future CTA filings are 27.169.524 MCP. 
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EVIDENCE AND CONCLUSIONS FOR FINDINGS OF PACT NOS. I AND 2 

The evidence for these findings is contained in the 
verified application. the Commission's Or der of Suspens ion 
and Investigation and the testimony of Company witness 
Bins on and staff witness Da i;iel. The evidence vas 
uncontradicted and uncontested. These findings are 
essentially procedUral and jurisdictional in nature. 

EVIDENCE AND CONCLUSIONS FOB FINDING OF FACT NO. 3 

The evidence for this conclusion is to be found i n  t he 
vecified application, the testio.cny ana· exhibits of Company 
witnesses Hinson and Johnson (particularly Exhibit 12 and 
Exhibit t2, Substitute) and the testimony and exhibits of 
staff vi tness Sta ne. 

As originally requested by the comp any, the proposed rates 
and cha rges vould have produced additional revenues of 
$2,603,850 [ Hi nson Exhibit I• Schedule 8 • Page I, Line t. 
Column (4) J. The Company revised its request for additional 
revenues vhen, during the hearing, it filed company Exhibit 
I 2. vhich eliminated a pcrtic11 of the original request 
applicable to the excess cost of emergency gas. Company 
witness Hinson testified that he beli eved that the 
additiona l revenues as revised by E:xhibi t 12 vould be 
$652,990 (Transcript, Volume v, page 31). Thereafter, 
Piedmont further revised its froposed rates by filing 
Exhibit 12, substitute. CO■Fany vitness Johnson, in 
evaluating the impact of Exhil:it 12, substitute on his 
p refiled testiaony and exhibits, i:evised his testimony as to 
proposed add itional revenues tc show a figure of $734, I Ill 
(Transcript, Volume VII, page 59). st aff witness Stone 
agr eed· with this amount subject tc check (Transcript, Volume 
VII, page 89). Hovever, further examination of the 
application of Company Exhibit 12, substitute rates to Staff 
witness stone•s volumes indicates that these rates would 
only produce $684,814 of additional annual revenues. 

The commission concludes that the final revision of 
proposed rates and charges as ccntained in Company Exhibit 
12, substitute would produce additional annual revenues of 
$6Bq, 8 I q. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. q 

The evidence for this conclusion is found in the testimony 
and exhibits of company witnesses Hi_nson and chaabers and 
Staff wit ness stone. The Co�mission is aware of the service 
problems now existing throughout Piedmont's territory but 
takes notice of information e�isting in its files, much of 
vhich has been videly publicized by the nevs media. Such 
information shovs that these service problems are the end 
res.ult ofi two principal factors: record setting cold 
weat her during the winter heating season (Nove■ber 1976 and 
JanUary 1977 were the coldest Hovember and January on record 
and December 1976 vas the second coldest December on record) 
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and record high levels of curtailme nt (Pied■ont has 
available for sale only 40i cf its J971 contract de■and 
level of gas from its principal pipeline supplier and 
emergency gas has be en  difficult to acquire from intrastate 
distribution companies in the gas producing areas beca use of 
colder than normal weather there). 

Piedacnt 1 s ovn ExhiCits (See Chambers• Schedule 9 r Exhibit 
2) demonstrated that r without substantial e•ergency gas
pur chasesr the Company would not be able to serve all of its
traditionally firm market under design weather conditions.
The we ather conditions actually experienced thus far this
winter have been much verse than those of even a design
winter.

Some of Piedmont's industrial customers have taken 
exception to the comEany• s load gro1i1th policies as 
heretofore established in Docket No. G-IOOr Sub 21- We vill 
not comment upon these exceptions other than noting that 
additional hearings with a vie� tcvards possible revision of 
the present load grovth policies have been scheduled before 
the commission on AFril 5, 1977. 

Based upon all the facts and circumstances before us, tn� 
Commission concludes thatr given toth the severity of the 
winter weather a nd the level of CD-2 curtailment being 
experienced from Transcontinental Gas Pipe Line Corporationr 

Piedmont is doing a reasonal:le adequate job of c ustomer 
service. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 5 

Both Company w� tness Hinson and Staff witness Daniel 
presented identical amounts for gas plant in servicer 
accumulated depreciation and customer advances for 
construction, and the resulting criginal cost of net gas 
plant in service is as follows: 

Original cost of g as plant in service 

Le ss: Accumulated depreciation $26 r 80B r 057 
cus tomer advances for 

$108,860,731 

construction ___ 355
,.

335 _lltl63 ,392 

Net original cost of ga s plant in service $ 81,697,339 

There bei ng no 
concludes that the 
in service for use 

evidence to the contrarrr the commission 
crigina l cost cf Pied■ont•s net gas p1ant 
in this proceeding is $81 r697r339. ·

EVIDENCE AND CONCLUSIONS FOR FINtINGS OF FACT NOS. 6 AND 7 

The teem "ceplace■en t cost11 en visions· replacing the 
utility plant in accordance with modern design techniques 
and with the mcst up-to-date change s in the utility plant. 
company witness Barning testified vith respect to his 
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determination of the net trended original cost valuation of 
Piedmont Natural Gas Company's properties used and useful in 
providing gas service to  North Carolina as of April 30, 
1976. Witness Barning ca.lculatEd a trended Original cost 

using the Handy-Whitman Index as well as the Boston Cost 
Trends and calculated the accrued deprec ia tion at the end of 
the test peiod by applying the same percentage as the book 
reserve hears to the original ccst of depreciable property. 

Staff vitness Curtis, testifying on replacement cost 
analysis and fair value, agreed with the trended original. 
cost as calculated by Company wit ness  Barning but adjusted 
f our accounts to  correct for economies of scale inherent in 
large sca le construction .. The Ccnmission concurs that these 
adjustments shou1d be made in calculating replacement cost. 
Accrued depreciation vas calculated by Staff vitness Curtis 
based on Iowa survivor Curve data for: tho.Se accounts where 
information was available.. such adjustments are proper for 
use by the Commission for depreciation purposes.. The 
depreciation is deducted each year from the origin al cost 
surviving dollars to give a net for that particular: year. 
The sumup until ,the end of the test p-eriod is the ac crued 
depreciation for deduction from replacement cost. The 
commission concurs that the Iova Survivor curve method gives 
a more corr ect depreciation than the book reserve method. 
The book reserve m ethod was utilized as calculated by 
witness Barning for those accounts vhere Iova Sur vivor: curve 
information vas not avail.able .. 

The Commission concl.udes th at the reasonable replacement 
cost less depreciation of Piedmont Natural Gas Company's gas 
uti1ity plant in service is $159.q20,663. 

Having determined the appropriate origina.l cost less 
depreciation to be $81.697.339 and the reasonable estimate 
of net replacement cost to be $(59.420,663, the commission 
must determine the fair value of Piedmont Natural Gas 
company's net plant in service. 

The company gave no weighting to the original cost of such 
plant in its calculation of fair value. Instead, the 
Company merely took the resu lts of the re p:1,acement cost less 
depreciation study performed by witness Barning. added in 
the allowance for working capital and called the result its 
fair v alue or rate base. G. s. 62-J 33 (e) (I) requires the 
Commission to ascertain the "fair value of the public 
utility•s property used and useful in providing the service 
rendered to the public within this State." Tn making such 
determination, the Statute r:eq�ires the Commission to 
consider:, among other things, nthe reasonable original cost 
of the [utility's] property less th at portion of the cost 
which has been consumed by p:evious use r ecovered by 
depreciation e:r.pense. 11 The Coit•ission i s  of the opinion 
that the Company's calculation of fair value is deficient in  
t hat it gives no weight to original c ost. 
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The weighting initia lly prcfosed by Staff witness Curtis 
of 42% for replacement cost less depreciation and 58% for 
original cost was based upon the common equity ratio in the 
Company's overall capital structure. The C ommission is not 
yet pre pared to say • that a direct weighting of the 
replacement c ost and the ociginal cost in the same 
propo rtion as the equity and debt portions of the capital 

s tructur e is the appropriate methcd for it to. exercise its 
expert judgment in this area. 

The Commission feels that sctte reasonable weighting must 
be given to replacement cost for the protection of 
Piedmont's equity holdecs and that some reasonable weighting 
must be given to original cost for the protection of its 
custom ers. The commission is of the opinion, and thus 
concludes, th at a weig hting of 2/5 (40%) should be given to 
replacement cost and 3/5 (60%) weighting sho uld be given to 
o rig inal cost in calculating the fair value of Piedmont's 
plant in service. By weighting the original cost less 
depreciation of $8 I, 6 97,339 by a 60% factor and the 
rep1acement cost less depreciaticn of $159,420,663 by a 40% 
factor, the fair value of Piedmcnt's utiJ.ity plant in North 
Carolina is $112,.786,668. This fair value calculation 
includes a reasonable fair value increment of $31,089,329. 

EVIDENCE AND CONCLUSIONS FOB FINDING OF FACT NO. 8

staff witness Daniel and Company witness H inson presented 
different amounts for the allowance for working capital. 
However, Company witness Hinson adoptea the adjustments made 
by Staff witness Daniel (Tr anscript, Vo lume III, pages 30, 
31) including those to working caFita l. The working capital
allowance of th e tw o vi tnesses arE compared below.

Il£.!!! 

Cash 
Minimum bank balance 
Materials and supplies 
Prepayments 
Aver age t ax accruals 
Customer deposits 

Total 

Staff Witness 
__ Dani.§1__ 

$1,122,104 
I·, 49�, 653 
2,960,998 

203,012 
(2,915,294) 

_ _j�LJ .. Q!!.i!l 
$1 .,952,428 

Company Witness 
Hinson 

$J,J22,J04 
I ,49 4,653 

2,151,665 
173,732 

(2,915,294) 
_ill.hill) 
$J,213,J83 

As indicated above, t he difference between the two working 
capital a1lowances is contained in the materials and 
supplies, prepayments and customer deposits components of 
the wo rking capital allowance. 

Staff witness Daniel used average mat erials and supplies 
and prepayments in contrast to the end-of-period amo unts 
used by Company witness Hinson. Staff witness Daniel 
testified that he consiaered the average balance in 
materials and suppl ies more representative of the normal 
level for these items than the end-of-period balance. Be 
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stated that the inclusion at April 30, 1976, of the eod-of
period balance of gas in storage at the end of the beating 
season vas not representative, as this is nor■ally a low 
point for gas in storage. He also considered average 
pr epayments to be more representative of the normal level 
for prepayments. 

Staff witness Daniel used end-cf-period custoaer deposits 
as opposed ta the average customer deposits of Compan y 
vi tnes s Hinson. Hr. Daniel stated that the balance in 
customer deposits cculd normally be expected to increase 
from year to year due to customer growth and that this 
growth trend ha s not reversed to the point that average 
customer deposits are more represent ative of the normal 
level. than end-of-period. 

The commission concludes that average materials and 
supplies and prepayments and end-of-period customer deposits 
more properly reflect the amounts of those items vhich 
should enter into the determination of the allowance for 
working capital. The Commissicn, therefore, adopts the 
working capital allowance of $1,952,428 p resented by Staff 
witness Daniel. 

EVIDENCE AND CONCLOSIONS FOR FINDING OF PACT NO. 9 

The Bvidence for this finding is cont ained in Findings of 
Fact Nos. 7 and 8. The addition cf the reasonable allowance 
for working capital of SI ,952,428 to the fair value of 
Piedmont's plant in service tc its customers in North 
Carolina a t  the end of the test period of $112,786,668 
yields a reason able fair value of company property used and 
useful to customers in North Carolina (or rate base) of 
$114,739,096. 

EVIDENCE AND CONCLUSIONS WE UNDING OP PACT NO. 10 

The evidence for this finding is contained in the verified 
application, the testimony and exhibits of Company witnesses 
Hinson and Johnson and the testiaony and exhibits of Staff 
witnesses Stone and Daniel. 

staff witness Daniel testified that, based upon the 
ver ified application, the Co■t:any was seeking additional 
annual revenues of $2,603,850. He further testified that, 
based upon test year operations as adjusted, under the rates 
presently in effect, the Company's annua1 revenues were 
$59,952,677 (Daniel's Exhibit I, schedule 3; Page I of 2). 
staf f witne ss stone also presented testimony on the 
appro_priate leve1 of operating revenues vbich indi cated 
that, under present rates, such revenues amounted to 
$59,952,677 (Transcript, Voluse iII, page 87). such level 
of test year revenues under present rates vas a dopted, for 
purposes of this rate case only, by Company witnesses Hinson 
(Transcript, Volume III, page 50) a nd Johnson (Transcript, 
Volume VII, pages 53, 57). Based upon its review_ of the 
Staff's calculations of volumes and rates, the commission 
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has determine d that the pricing cf the test year volumes in 
Rate Schedule t(02-Air Conditioning resulted in an 
understatement of revenues in the amount of S32,Q45. The 
Com.mission is of the opinion that this understatement of 
$32,QQS should be added to the test year operating revenues 
of $59,952,677 presented by Staff witnesses Daniel and 
Stone. The Commission, therefore, concludes that the 
appropriate level of test year operating revenues under 
pres ent rates for use in this prcceeding is $59,985,122. 

Staff witness Stone also presented testimony concern ing 
what the test year :cevenues vould have been under the rates 
proposed by the Company in Exhibit J2, the initial revision 
to the rates proposed in the application.. Witness Stone 
testified that test year revenues would have been 
$61,245,381 under the rates proFosed by Pied■ont in Company 
Exhibit f2. 

Thereafter, Piedmont filed its final set of proposed rates 
in Company Exhibit 12, substitute. company vitness Johnson 
testified that the test year revenues vould have been 
$60,686,791 under rates p roposed in Exhibit 12, substitute. 
staff witne ss Stone testified that, subject to testing the 
proposed rates with his volumes, he agreed with the revenue 
calculations of witness Jchnson. In checking or multiplying 
the ra tes proposed by Exhibit 12, Substitute with fir .. 
Stone's volumes for the test year, the Commission has 
deter■ined that the correct revenues which would be produced 
by the rates proposed in Exhibit 12, Substitute are 
$60,669,936. 

The co1:iu1ission, therefore, concl udes that the annual 
revenues vhich would be produced ty the rates last pi::oposed 
by the Company are $60, 669,936 .. 

EVIDENCE AND CONCLUSIONS FOB FIND HG OF FACT NO. 11 

Company vi tness Hinson and Staff v itness Daniel presented 
testimony and exhibits shoving the level of operating 
revenue deductions that they consi dered appropriate for use 
by the Commission for the purpose of fixii;ig Pied■ont• s rates 
in this Eroceeding. 

As a result of the Staff's agreement to a request by the 
Company that the staff admit or stipulate to certain 
a djustments t o  the OEerating revenues and cost of gas 
presented by the Staff, ftr. Daniel filed revised Daniel 
Exhibit I, Schedule 3.. Subject to the foregoing 
adjustments, Company witness Hinson adopted the operating 
revenue deductions cf Staff �itness Daniel as presented in 
revised Daniel Exhibit I, schedu le 3, Column (d), 
Transcript , Volume III, pages 30-31, Q2-54. 

A suaaary of operating revenue deductions presented by the 
Company, Staff adjustments, ana Staff operating revenue 
deductions follows: 
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Cotnpi!9J' 
Staff 

Adjustments 

Purchased gas 

Operation ana main
tenance expense 

$31,923,580 $(2,343,966) $29,579,614 

Depreciation 

9,638,IES 

3,040,702 

Taxes-other than income 5,151,205 

state income taxes 

Federal income taxes 

Investment tax credit 
normal.i -za tion 

Inves tment tai credit 
amortization 

Total operating 

497,012 

3,169,612 

288,012 

(51,056) 

(59,828) 

(32,861) 

120,089 

903,067 

9,578,357 

3,040,702 

s.11 a,344

617, I 01

4,072,679 

288,072 

__ !2.J..&2&) 

revenue deductions $53 1 657,272 $( 1,413,499) $52,243,773 
========== ========= ========= 

The $2,343,966 r.eduction in cost of gas is due to the 
e1iminati on of $2,104,266 of the �re fo rma cost of 1,635,105 
HCF of emergency gas to  the extent th�t it exceeded Transco 
cost (I ,635,105 MCP x $2.25 - $.96307). The balance of the 
adjustment, $239,700, results from volume and veather 
adjustments by Staff vi tness Stone which differed slightly 
from those of the Company. 

The ad just men ts to opera ticn and 111.aintenance expense 
represent the elimination of exrenses of $29,087 associated 
with Piedmont's exploration program which are nonrecurr ing 
in nature and the elimination of $30,741 of social and civic 
dues and out-of-period gas association dues. 

The adjustments to taxes are a direct function of Staff 
adjustments to revenues, pui:cbased gas, operation and 
maint enance, and interest expense. These adjustments total 
$990,295. Therefore, staff adjustments to operating revenue 
deductions total $1,413,499 resulting in total operating 
revenue deductions of $52,243,773. 

As stated above, the company, 
case only, adopted the adjust�ents 
resulting level of operating 
$Si,2qJ,773. 

for purposes of this rate 
of the Staff and the 

revenue deductions of 

As a r esult of the increase in re venue of $32,445 deemed 
proper in Finding of Pact No. 9, the adjustments to taXes by 
Staff vitneS$ Daniel should be adjusted as follows: 



Taxes other than income 
state income taxes 
Federal income taxes 

Total taxes 

RA1ES 

As Presented 

$(32,861) 
120,089 

_903 .067 
$990,295 
======== 

343 

As Adjusted 

$ (30,915) 
I 21,919 

_916,822 
s1.001.s33 
========== 

This increase in adjustments tc taxes results in a change in 
the total adjustments to expenses from $(1,413,q99) to 
$ (1,395,961) and a corresponding increase i n  tot al operating 
revenue deductions from $52,2.43,113 to $52,261,311. 

The Commission th us concludes that the i:roper level of 
operating revenue deductions is $52,261,311-

EVIDENCE AND CONCLUSIONS FOR FHDINGS OF FACT NOS. 12 AND I 3 

The evidence for ·these findings is contained in the 
Company's response to the Commission's minimum filing 
requirements and the testiuony and exhibits of Company 
witness Jackson and Staff witnesses Currin and Daniel. 

Company witness Jackson presented the following capital 
structur e: 

Debt 
Preferred stock 
Common Equity 

Total 

$ 55,634,000 
4,086,000 

45,9ll1,0.QQ 
$105,667,000 

Percent 

52.61 
3.9% 

43.51 
100.001 

However, witness Jackson failed to include in his capital 
structure the Job Development Investment Tax credit, cost
free capital, current maturities of debt and preferred 
stock, and subsidiary lesses vhich had been deducted from 
retained earnings. He did, however, transfer $826,650 from 
the preferr ed stock account to the c ommon equity account. 
This was done to reflect the anticipated conversion of the 
Company's convertible second preferred stock to common 
stock. 

The Coapany Data Response 
requireaen ts presented a different 
follows: 

to the 
capital 

Debt 
Preferred Stock 
Com■on Egui ty 
cost-Pree Capital 

Total 

$ 58, I 01,002 
5,265,150 

ris. 1 �o, 134 
__ l_a.!t§JI , B3o 
$111,373,716 

m.inimu■ filing 
structure, as 

52.111 
4.73� 

·40.s1�
2.591

I oo. 001

Staff wit nesses Currin and Daniel agree with the company's 
figures for debt and cost-free caFital. Corrin agreed with 
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Jackson 1 s expectation of im•inent conversion of the 
convertible second preferred stock and, conseguently, 
transferred $826,650 from the preferred account to the 
common equity account. Daniel also a dded $2,370,412 to the 
company's common eguity account, representing unamortized 
Federal Investment Tax Credit and previously deducted losses 
from a subsi diary exploration CCRfany. 

The commission finds and concludes that the proper capital 
structure is that which va s present ed in the Company Data 
Response as modified by Staff 11itnesses Currin and Daniel. 
The resultant capital structure is indicated below. 

Debt 

Preferred Stock 
common Equity 
Cost-Free Capital 

Total 

}!er cent 

51.091 
3.90� 

42 .48i 
2.531 

I oo.oo� 

When the excess of the fair value of the property, or rate 
base, over the original cost net investment in the amount of 
$31,089,329 is a dded to the equi ty com�onent of the capi tal 
structure, the resulting fair value capital structure i s  as 
follows: 

Debt 
Preferred Stock 
Com■on Equity 
cost-Free Capital 

Total 

37 .25$ 
2. 84�

58. 07%
_ _L.84% 
100.00% 

EVIDENCE AND CONCLUSIONS FOR FINtlNGS OF FACT NOS. lq AND 15 

The evidence for these findings is contained in the 
Company's data r esponses to the ■inimum filing requirements, 
the testi11on,1 and e zhibits of Company witness Jackson, the 
testimony and exhibits of Staff witness cucrin and the 
testimony of co■pany r ebuttal witnesses Kingsland and Goo de. 

Company witness Jackson asserted, but furnished no 
supporting calculations to prove, t�at the costs of 
Piedmont's debt and preferred stock are 7.oei and 5.161, 
respec tively. 

The company's Data Besponse sbows the cost of debt to be 
7. ooi and the cost cf preferred stock to be 8. 121, as a
result of claiming a 241 cost rate for the converti ble
second preferred stock, vbich witnesses Jackson and Currin
both transferred to the common eqtity account.

The commission finds and conciuaes that the embedded costs 
of debt and preferred stock. are 7.00% and 5.161, 
respectively. 
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Company vi tness_ Jackson began his cost of eguity testimony 
vitb a comparable earnings analysis of gas distribution 
companies with annual operating revenues tetveen $40 million 
and $(70 million which were derived 90% or more from gas 
operations and which, like tiedmont, had no significant 
production of their own. Fifteen companies passed this 
initial test, but three �ere dropped because their 
market/book ratio had been le ss than 1.0 in each year from 
I 971-1 975. Jackson• s analysis shoved the average return on 
equity from 1971-1975 for the r enaining 12 companies to be 
12.9%. Jackson rejected the 12.9S. He then dropped from 
his compariso n grouF five more companies Mhicb had not 
averaged a market/bock ra tio cf at least 1.0 during the 
period 1971-1975. The new sample group shoved an average 
return on equity from 1971-1575 of J3.9i, but Jackson 
decided that other analyses vere necessary before reaching a 
credible cone lu sion. 

Jackson next conducted a 11reali-zed return" study but 
similarly concluded that it did not directly measure the 
current cost of equity capital and rejected the results of 
such study. 

Finally, Ja ckson performed a discounted cash flow analysis 
which produced a cost of equity of 14-15�. Performing 
another DCF analysis, but using 1975 dividend yields instead 
of current dividend yields, he found a cost of equity of 
15.571. Jackson concluded that 14.SOj represents the fair 
return on equity for Piedaont. 

Company rebuttal witness Kingsla nd testified that, in his 
opinion, Piedmont Natural Gas should be permitted to earn a 
r�turn on common eguity in the range of 14-11 to IQ.SJ. He 
admitted that such opinion vas merely that and va s not based 
upon traditional, detailed market a nalysis and rate of 
return studies. He also cri ticized staff witness currin's 
analysis utilizing Duke and CPBL and said that he preferred 
Company witness Jackson's testiacny. His primary purpose 
was to try to refute the testimony of witness Currin. 

company rebuttal witness Goode testified that he believed 
that an investment in Piedmont Natural Gas was riskier than 
an investment in Duke Paver Company. 

Staff witness Currin•s app lication of the traditional DCP 
technique to  Piedmont resulted in an indicated cost of 
equity of I 5. 22%. Currin rejected that number, claiming 
that Piedmont's higb historical growth rates were not fairly 
representative of what Piedmcnt will experience in the 
future. Accordingly, he concludEd that the application of 
the DCF using historical growth rates was inappropriate. 

Currin then undertook a comparative study of the relative 
risks of Piedmont vs. Duke Paver Company and Carolina Paver 
and Light compan y. He demonstrated that Piedmont had been 
less risky than both CP&L and tuke. over the past IO years. 
Some of the evidence for this fropo sition is that Pied■ont 
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has enjoyed both a smaller fluctcation in returns on 
and a higher average return on equity than either 
Duke over the 10-ye ar period. 

equity 
CP&L or 

Though he agreed that Piedmont's volumes of gas available 
for resale have been unstable and have been curtailed at 
increasing rates for the Fast six years, Currin asserted 
that, as a result of the five 11 automatic11 adjustment clauses 
(one of which specifiCally conpensates for changes in 
volume) vhich North Carolina's natural gas distributors 
enjoy, there was no reason to believe that Piedmont's 
relative risk position would change in the near future. Be 
claimed that, consequently, the maximum return on equity for 
Piedmont should be no greater than the cost of equity to 
Duke and CP&L. Osin9 the DCF technique he found the average 
cost of equity, net of issuance expenses, for Duke and CP&L 
to be J2.93%. Thus, he testified that the maYimum return on 
equity which should be allowed to Piedmont is 12.93i. 

In considering Company witness Jackson's testimony, the 
Commission is troubled by Jackson's sele ction criteria for 
his comparable gas distribution companies. His main 
criteria wa s that sales revenues l:e between $40 million and 
$170 million. At no point does he consider the similarity, 
or lack thereof, of the regulatory environment, which is 
obviously one of the principal factors affecting the risk of 
a particular gas utility. on cross-examination, witness 
Jackson agreed. A portion of that cross-e:z:a11ination appears 
in Transcript, Volume VI, page 100: 

"Q. Did y ou in any vay take into consideration the 
regulatory environment which these 15 companies reside in1 

A. No, I h ave made it a practice not to.do that,
primarily on the basis of being accuse d of tailoring the
resulting list. I define the criteria as I have set forth
in the testimony you just referred to on pages 10 and II
and then let the companies fall where they may, without
Lespect to regulation.

Q. But don •t you think that the regulatory environment
has some basis or some eLfect en your investor1

A. Oh, yes, I think certainly the investors perceive
regulation to be certainly one cf the factors that vill be
considered by them and is considered by them. I think
there is no question there. 11

Jackson 
familiar 
Piedmont 

subsequently admitted that 
with the total regulatory 
operates (Transcript, Vclume 

he vas not personally 
environment in which 
VI, page 102). 

"Q. You are not a-vare 
clauses that Piedmont 
adjustment clauses and 
correct? 

of 
has? 

you 

the cthe:x: 
There is 

spoke of 

three adjustment 
a total of 5 

o·nly 2, is that



RATES 347 

A. I was avare of only those th at I just mentioned."

It is difficult for this Ccnmission to give conclusive 
weight to witness Jackson's testimony, sin ce be agrees that 
regulatory climate· is impor tant to investors but admits that 
he did not determine if his "ccmparable11 companies had 
comparable regulatory enviro nments. This omission occurred 
in par t, possibly, because he vas unfamiliar with the 
signif icant financi al pro tection afforded Piedmont by all of 
its approved adjustaent clauses. 

company rebut tal witness Kingsland supported Jackson 1s 
contention that 14.5% was a reasonable return on equity but 
admitted that be had net rrade a traditional study 
(Transcript, Volume VIII, page 13). Failure to produce any 

s upport ing evidence for h is contentions limits the 
Commiss ion's ability to rely on his testimony in an area 
where other witnesses were able tc provide documentation for 
their recommendati ons. 

As for Company rebuttal witness Geode's contention that 
Piedmont is riskier than Duk e Fower Co■pany, the witness 
admitted that he was net an exFert in these matters. The 
following portion of his cross-examination ap pears in Volume 
VIII of the Transcript on pages 1"-Q-125: 

"Q. You don 1 t pucport to be an expert in any 
ass essment of risk, of rela ti "Ve risk of public 
do you? 

A. No, sir."

way in the 
utilities, 

In aaaition to the testimonies of the various witnesses, 
this Commission must also note that, while Piedmont seeks no 
higher return on equity than the Commission awarded in i ts 
last general rate case in December 1974, numerous changes 
have since occurred within the Company, the regulatory 
envi�onment, and the capital markets. over the period 
December 1974 to January 1911, ecme of those changes vhich 
occurred are the following: 

(I) Piedmont increased its equity ra tio from 35.39% to
42.48%, primarily through retention of earnings;

(2) Piedmont received a tclume variation adjustment
clause, an exploration surcharge clause, and a
surcharge clause to recover the excess costs of
emergency purchases;

(3) The rat e of inflation, as indicated by the Wholesale
Price Index, dropped from 20.9% to approximately
5. 0%;

(4) The average cost of "A 11 rated utility bonds dropped
from 10.19% to 8.57�;



(SJ The average cost of "BAA" rated utility bonds dropped 
froo 11-321' to 9.141'; 

(6) The average yield on 3-acnth Treasury Bills dropped
from 7.52% to 4.611': and

(7) The prime rate dropped from approximately 9.5" to
approximately 6.251.

Three conclusions are obvious: The cost of capital has 
d ropped significantly in the past two years; Piedmont has 
greatly reduced its financial risk by improving its comaon 
equity ratio substantially; and the Company is relatively 
well insulated from business risk by its adjustaent clauses. 
Accordingly, the Commission finds and concludes that a 
return on book common equity of 12. 75% is fair and 
reasonable under presently existicg circumstances. 

The commission takes noti ce of the opinion of the supreme 
Court of the state of North Caro.lina in State of North 
Carolina� Efil• Utilities co■miSsion, tl al. �- Duke Paver 
�ompany 285 NC 377 (19711) wherein the following statements 
concerning the level of the fair rate of return appear at 
Page 396: 

"The capital structure of the company is a major fact or in 
the determination of vhat is a fair rate of ret urn for the 
company upon its properties. There are, at least, tvo 
reasons vhy the addition of the fair value increment to 
th e actual capital. structure of the company tends to 
reduce the fa ir rate of return as computed on the actual 
capital structure. First, treating this increment as if 
it were an actual addition to the equity capital of the 
company, as we have held G.S. 6'.i-133(b) t:eguires, enlarges 
the equity component in relation to the debt component so 
that the risk of the investor in common stock is reduced. 
S econd, the assurance that, year by year, in times of 
inflation, the fair value of the exist ing properties vill 
rise, and the resulting increnent vill be added to the 
rate base so as to increase earnings allowable in the 
future, gives to the inves tor in the company's common 
stock an assurance of growth of dollar earnings per share, 
ov er and above the growth incident to the reinvestment in 
the business of the company's actual retained earnings. 
As indica ted by the testimony of all of the expert 
witnesses, who testified in this case on the question of 
fair rate of return, this expectation of growth in 
earnings is a n  important part cf their �amputations of the 
present cost of capital to the company. When these 
matters are properly taken into account, the Commission 
may, in its own expert judgnent, find that a fair rate of 
return on equity capital. in a fair value state, such as 
North Carolina, is presently less than the amount which 
the Commission would find to te a fair r eturn on the same 
equity capi tal without considering the fair value equity 
incremen t. 11 
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The Commission, therefore, concludes that it is fair and 
reasonable to consider, in its fitdings on rate of return, 
the reduction in risk to Piedmont's equity holders and the 
protection against inflation 11hich is afforded by the 
addition of the fair value in crement to  the equity component 
of Piedmont I s capital strticture. Considering the current 
investment markets in vhich Piedmont must compete for debt 
and equ ity capital and the othet test imony relating to rate 
of return, the commission concludes t bat a rate of return of 
6.73% on the fair value of Pieduont•s property used and 
useful in rendering natural gas utility service to its 
customers in North Carolina is just and reasonable. Such a 
return on fa ir value vill produce a return of 6 .. 85% on fair 
value equity, including both book equity and the fair value 
increment, which is just and reasonable. The ac tual return 
on end-of-period book common equity yielded by the approved 
rate of return of 6.731 en rate base is 12.84% .. Such 
returns on fair value, fair value equity and book co11aon 
equity are just and reasonable. 

Th e Commission h as considered the tests laid dovn by G.S.
62-J 33 (bl (4). The co■mission concludes that the rates
herein allowed sh ould enable the Company, given prudent
management, to attract sufficient debt and equity capital
from the market to discharge its obligations, including a
fair profit to its stcckhclders, and to ach ieve and maintain
a high level of service to the pul:lic.

The following charts sum11ari2e the g ross revenues and t he 
rates of return which the company should have a reasonable 
opportunity to achieve based upon the rates approved herein. 
Such charts incorporate the findings, adjustments, and 
conclusions heretofore an d herein made by the Commission. 

SCHEDOIE 1 
PIED!iONT NA.TUBAL GAS COMPANY, IHC. 

DOCKET NO. G-9, SOB 158 
STATEMENT OF RETURN 

TWELVE HONiHS ENDED APRIL 30, I 976 

OPERATING REVENUES 
Gas Sales 
Other Operating Revenues 
Total Operating Revenues 

OPERATING REVENUE DEDDCTICNS 
Purchased Gas 
Operation and Maintenance E2pense 
Depreciation 
Taxes - other Than Income 
Income Taxes - State & Federal 
Total Operating Rev enue I:eductions 

Net Operating Income Fo_r Return 

Present and 
Approved Rates 

$ 59,853,431 
131 .69J 

59.985.J 22 

29,579,614 
9,578,357 
3,040,702 
5,120,290 
4,942.348 

_52,26J ,3J J 

$ 7,723,BI I 
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INVEST�ENT IN GAS PLANT 
Gas Plant In Service 

GAS 

Less: Accumulated tepreciation 
Customer Advances For Ccrstruction 

Net Investment In Gas Plant In Service 

ALLOWANCE FOE WORKING CAPITAL 

cash 

Materials and supplies 
Minimum Bank Balances 
Average Prepayments 
Less: Average Operating Tax Accruals 

Customer Deposits 
Total Allowance for Working Capital 

Net Investment in Gas· Plant In Service 
Pl us Working Capital 

Fair Value Rate Base 

Rate of Return on Fair Value Rate Base 

SCHEDULE II 
PIEDMONT NATURAL GAS COMPANY, INC. 

DOCKET NO. G-9, SUB J58 

$J08,860,73J 
(26,808,057) 

(355,335) 
8),697,339 

1,J22,J04 
2,960,998 
1,494,653 

203,0J2 
12,9 I 5,294) 

(9 J 3,045) 
_ _,_J.,_,.e.9 52 ,q2 8 

$ 83,649,767 
=========== 

6.85% 
============ 

RETURN ON FAIR VALUE ECUlTY AND BATE BASE 
TWELVE MONTHS ENDED APRIL 30, J976 

Long-term debt 

Preferred stock 

Cost-free capital 

common equity 

Pair Value 
Iiate Base_ 

Present 
Pair 

Embedded 
cost or 

Return on Net 
Ratio Common Operating 
_ _! __ �.!!.L Income 

and Approved Rates-
Value Rate Base 

$ 42,736,666 37.25 7. 00

5.J6

$2,991,567 

J68,337 3,262,341 2. 84

2,116,335 

Book $35,534,421 30.97 

27. Io
Fair value 

increment_JM�9,32j 

Total 

66,623. 75.Q _2.!l..,_..Q1

$J 14,739,096 100.00 
=========== ==== 

6.85 4,563,907 

$7,723,81 I 
========== 
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EVIDENC E AND CONCLUSIONS FOB FINDING OF FACT NO. 16 

The evidence for this finding is contained in the 
testimony and exhibits of company vitnesses Johnson and 
Parr, and the testimony and exhibits of Staff vitness Stone. 

Both Company vitnesses, Johnsen and Parr, testified that 
certain ■inor modifications should be made to the present 
rate structure to better align all rates and charges vith 
the current curtailment priorities established by the 
Comaission i n  Rule R6- 19.2. l!r. Johnson and l!r. Parr 
testified that, in order to be consistent with the Rule, the 
f ollowing specific changes in Pied■ont•s present rate 
structure vere needed: 

(I) Upgrane those R.I priority custo■ers using less than
50 l!CP per day fro■ Bate Schedule 104 to Rate
schedule 102;

(2) Combine all interruptitlE Rate Schedules 107, 108,
109, I tO, and 11 1 into a new Rate Schedule 107 with a
single flat rate;

(3) Establish a single flat rate for Rate 106;

(4) Coab ine the bottoa two blocks of RatE Schedule 102 so
that such rates will be slightly higher than those in
lover priority Rate Schedule I 03; and

(5) Co■bine the lover blocks of Rate Schedule t04 so that
such rates are slightly higher than those in lover
priority RatE Schedule 106 .

staff witness stone agreed •ith these rate structure 
changes as proposed by the company. 

The Co■mission is of the opinicn, and thus concludes, that 
these rate structure changes are just and reasonable. Based 
on the evidence offered tha t no sales to interruptible 
custo■ers under Rate Schedules 106 and t07 would occur in 
the proforaed test year, the co■aission concludes that flat 
rates of St.826 per l!CF for Rate Schedule 106 and St.726 per 
l!CP for Rate Schedule 107 should be iaposed on sales to 
interruptible customers . The Coaaission also concludes 
that, for purposes of coaputation of the curtail■ent 
tracking adjustaent (CTA), vhen the volu■es for a 12 aonths' 
period are greater than the volumes established in this rate 
case, up to I ,254,481 l!CF will be used in Rate Schedule 106 
and any additional volumes will be placed in Rate Schedule 
101. The rates herein determined to be just and reasonable
are those which are set forth in �ppendix A attached hereto .
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EVIDENCE AND CONCLUSIONS FOB FINDING OF FACT NO. 17 

The Co■■ission, in its Order of Dece■ber 12, 1974, in 
Docket No. G-9, Sub 131, Pied■ont•s last general rate case, 
approved a volu■e variaticn adj�st■ent factor or curtail■ent 
tracking adjust■ent (CTA) to track increases or decreases in 
the ■argin between gross re,enues less applicable gross 
receipts tax and the cost of gas which w as produced by 
changes in the curtail■ent of gas supply. The CTA has been 
modified by subsequent Orders of the Co■■issi on and has been 
appealed by the Attorney Ge.neral to t he North Carolina Court 
of Appeals. 

On December 30, 1976, scme three weeks after the 
c onc lusion of the hearings in this docket, Pied■ont filed a 
petition with the Co■■ission to ter■inate the CTA. The 
petition alleged, a■ong other things, that the CTA, as 
applied by the commission, (a) made it i■possible for 
Pied■ont to accurately report its earning s; (bl placed an 
inordinate ad■inistrative burden on the Co■pany; (c) 
jeopardized the co■pany •s financial integrity; (d) made it 
impossible for the Co■pany to ■aint ain its ■argin; and (e) 
jeopar dized Pied■ont•s ability tc ■arket its securities on 
reasonable ter■s. 

For the reas ons given hereafter, the Co■■ission is of the 
opinion that Pied■ont•s petition is unti■ely, incorrect and 
should be denied. 

1- The Co■aission was unsure cf Pied■ont•s position with

regard to the CTA at the ti■e of the hearings. The ■otion, 
howe ver, was not filed until after the hearings were

completed, at a ti■e when no additional hearings could be 
scheduled an d no additional evidence could be received. 
Commission Staff witness D aniel alluded to the possibility 
that Piedaont ■ ight decide to abandon the CTA when he stated 
in direct testiaony (Transcript, Volu me VIII, page 10) as 
follows: 

"Q. Does this conclude your testimony? 

A. Yes, however, the coapany has indicated to the 
Co■11ission that there is a possibility they will introduce 
testimony which would, in effect, eli■inate the voluaetric 
variation adjustaent for■ula (curtail■ent tracking 
adjustaent). Should this occur, I would have additional 
direct testi■ony to present." 

Since the coapany•s petition was filed after the record in 
this docket was closed, the "additional direct testimony" 
aentioned above by witness Daniel c ould not be filed or 
c onsidered in this docket. 

A portion of the cross-exa■ination of Company witness 
Hinson reflects the fellowing discussion with regard to the 
CTA: 
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11Q. !Ir. Hinson, vhat is the C!A?

A. Curtailaent tracing [ sic) adjustaent.

Q. And vhat does it do?

353 

A. It permits the co■pany generally 
rates sufficient to offset ■axgin losses 
reason of supplier curtailaents. 

to increase its 
which occur by 

Q. Piedaont has had a CTA in effect since its last 
general rate case; has it nct7 

A. The first CTA was f iled to be effective January I,
1975.

Q. Which vas soae matter cf a veek or tvo after the 
final order vas issued in Docket 1311 

A. Right. I vas relating that date to the date that the 
rates in that case vent into effect under bond which vas 
October I. 

Q. The CTA alone during the test year involved in this
proceeding generated ■ore additional revenues for Piedaont
than the total a■ount of the increase request as filed in 
this case; did it net?

A. Yes, I think that is correct , yes.

Q. And the CTA is designed to and in fact does protect 
the Coapany from fluctuations in its available supply of 
gas to sell, does it not? 

A. Yes. As 
these ■argin 
curtailme nt. 11 

I said earlier, it peraits us to offset 
losses by reason of increases in 

(Transcript, Vclu■e III, pages 84, 85) 

11 Q. Let's look over at Page 12 and 13 of your testi■ony,
particularly the ansver that you give to the question 
beginning on Line 12, there you are discussing the effects 
on Pied■ont of the gas supply situation of 
Transcontinental both through the wholesale cost increases 
that Transco passes on to you tc recover its fixed costs 
and the effect on volumes that you have for sale. N ov ve 
have already agreed, have ve not, II r. Hinson, th at as far 
as the effects of these vbclesale cost increases and the 
effects of the fluctuations in voluaes the Coapany for the 
most part is protected fro■ those by the operation of the 
PGA and the CTA? 

A. Oh, yes. 11 (Transcript, Vclu&e III, page 99) 

2. The 
approved in 
erosion of 
the belief, 

CTA formula here in question vas originally 
Docket No. G-9, sut 131 due to the continuing 

Piedmont's gas sa�IlY caused by curtailaent and 
based on the best information then available, 
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that curtail■ent would continue to worsen and the Company's 
gas supply would beco■e s11aller and s11aller in the future. 
It was deter■ined that the uncertainties concerning future 
gas supplies and the anticipated deepening curtailments of 
those supplies would cause a parade of general rate cases, 
which would be expensive and ti■e consu■ing and would work 
to the detriment of both Piedmont and its custo■ers. 

It was determined in Docket No. G-9, Sub 131 that the CTA 
formula would provide a just and r easonable rate-making tool 
or method of protecting the Cc■pany fro■ the severe losses 
associated with a decreasing volu■e of gas available for 
resale and would also protect the custo■ers of the Company 
from paying excessive rates in the event of any future 
increa se in the supply of gas available for resale. 

As anticipated, curtail■ents increased drastically during 
1975 and 1976, resulting in an egually drastic decrease in 
Pied mont's gas supply. The CTA for■ula has operated very 
efficient ly in protecting Pied■cnt fro■ losses which would 
otherwise have occurred due to curtail■ent of gas supply. 
In fact, based upon periodic reforts of actual operations 
filed with the Commission during 1975 and 1976, Piedmont's 
actual earnings for this period, before accounting and pro 
forma adjus t■ents, exceeded the level of returns found just 
and reasonable by the com■ission in Docket No. G-9, Sub 131. 
Such level of returns was the subject of a Com■ission 
investigation in Docket No. G-9, Sob 148. 

At the present time, Pied■ont is operating on a gas supply 
level which i s  only approximately 401 of its total 1971 
contract de11and level. Even this reduced current level of 
gas supply could worsen in the i■■ediate future. However, 
it is also possible that there will be a reversal of t he 
downward trend in gas supply in the near term future, due to 
the efforts of Tran sco an d Pied11ont to obtain additional gas 
supplies. 

In either or both events , it is obvious that the 
cond itions which originally necessitated the use of the CTA 
formula still exist today . '!he f cr■ula vill continue to 
provide the Co■pany with protection if the gas supply 
continues to decrease and, proper ly a pplied, it vill protect 
the Company's customers fro■ paying excessive rates if the 
gas supply situation should improve . The Commission 
believes that it would be unconscionable, under all the 
present facts and circumstances, to do away with the CTA 
formula at a time when the fcn1ula might enure to the 
benefit of Piedmont's cnstomers, after a lengthy period of 
time during vhich its benefits accrued pri■arily, if not 
solely, to the compan y. 

3. The co■■ission is not fersuaded by the arguments 
rais ed by Pied■ont in its petiticn. The co■■issi on does not 
understand the proble■s alleged by Piedmont with regard to 
reporting earnings, since the acco unting notes with regard 
to reported earnings could be handled in the sa■e fashion as 
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an interi■ increase or an approved increase which is under 
appeal. The administrative burden on Pied■ont, which is 
required to adjust the CTA rates cnly twice a year, c annot 
be any greater than the fuel clause burden on the regulated 
electric co■panies. Finally, the co■■ission to tally 
disagrees vith Piedmont's contention that the CTA 
jeopar dizes its financial integrity and ability to ■ arket 
its securities. As noted abcve, the Co■pany•s chief 
financial officer testified at the hearing that Piedmont
derived ■ore revenues during the test year fro■ the CTA than 
the total amount of increased revenues originally requested 
in this general rate case. 

For the foregoing reasons, the co■■ission concludes that 
the CTA for■ula is a just and reasonable rate-■aking tool 
due to the continuing u11certainty of the gas supply 
situation and that the CTA should continue to be a part of 
Piedmont's rates an d tariffs. In any event, appropriate 
■edifications to the CTA are presently under consideration 
by the Co■■ission in Docket Nos. G-9, Sub (3(0 and G-9, Sub 
(3(E. The Co■■ission finally ccncludes that the volumes,
revenues, gross receipts tax, ccst of gas and base ■argin
which are appropriate for future use in the CTA are as
follows:

C0-2 
L SS-1 
Emergency Purchases 
PS-2 
Propane Air 
Less: wss Base 

wss Puel 
Total company suppl y 

VOLOIIES 

North Carolina supply percent age 
Total N orth �arclina supply 

Less: Base N.C. co■pany use 
Less: Base N.C. un accounted for 

Total N.C. base sales volumes 

Base minimum bill volu■es 

62,57 2 
!!..22.&.ill 

REVENUES, COST OP GAS , GROSS 
RECEIPTS T AX AN t EASE II AR GIN 

Gas sales revenues 
Less: Cost cf gas 

Gross Receipts tax 
$29,';79,6(4 
_J .. .2.H.d06 

Base ■argin 

IICP 
28, 7 20,569 
7 ,886,7(3 
2,096,(39 

(77,000 
62,3(5 

(674,907) 
--�> 
38,264,325 

7(" 
27,(69, 524 

558,762 
26,6(0 ,762 

465,282 

_33, (70,820 

$26,682,611 
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I T  IS, TBEBEFOBE, OBDEBI D AS IOLLOWS: 

I. That the application of PiEdaont Natural Gas Company,
Inc., to in crease its rates and charges for natu.ral gas 
utility service rendered to custo■ers in North Carolina, be, 
and the sa■e is hereby, denied. 

2. That, while Piedaont is hereby directed to ■aintain 
rates which will produce revenues not to exceed $59,985,122 
based upon test year operations, Fied ■ont shall file, on one 
day's notice, appropriate tariffs consistent with this Order 
and the changes deeaed just and reasonable herein and 
incorporated into Appendix A attached hereto. 

3 . That the petition seeking per■ission to ter■inate the
CTA filed by Piedmont in Docket No. G-9, sub 164 and 
incorporated herein for decision te, and the sa■e is hereby, 
denied. The CTA, as originally approved in Docket No. G-9, 
Sub f31 and as modified by subsequent Orders of the 
Coa■ission shall continue to be a part of Pied■ont•s rates 
and tariffs. 

ISSUED BI ORDER OF THE COMMISSICN. 
This 22nd day of February, 1917. 

NOETB CAFOlINA UTILITIES COMMISSION 
(SEAL) KatherinE M. Peele, Chief Clerk 

Note: Por Appendix A, see official Order in the Office of 
the Chief Clerk. 

DOCKET BO. G-5, SUB 102C 

BEFORE TBE NORTH CAROLINA UTILI1IES COMMISSION 

In the Matter o f  
A pplication of Public Service CC■fany of North 
Carolina, Inc., for an Adjustment of its RatEs 
and Charges 

) ORDER 
) REQUIRING 
) REFUND 

HURO IN: 

BEFORE: 

APPBARAIICES: 

Coa■ission Bearing Boo■, Buffin Building, One 
We st Morgan street, Ealeigh, North Carolina on 
Monday, Oece■ber 13, 1 976, at fl:00 a.■• 

Co■■issioner w. Lester
and Co■■issioners Een I. 
Harvey 

Teal, Jr., Presiding, 
Roney and w. Scott 

For the Applicant: 

P. Kent Burns, ai:;d Ja■es M. Day, 
Mitchell, Burns and Smith, P. 0. Box 
Raleigh, North carclina 

Boy ce, 
1406, 
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Por the Using and Consuming Public: 

Jerry B. P rui tt, Associate Attorney General, 
and Jesse C. Brake, Associate Attorney General, 
P. o. Box 629, Raleigh, North Carolina 27602

Por the Commission Staff: 

Antoinette R. liike, Associ ate Commission 
Attorney, N. C. Utilities Commission, P. o. Box 
991, Raleigh, North Carolina 27602 

BY THE COMMISSION: On 22 September 1976 the Commission 
issued its Order Adjusting Rate in the above docket. In 
that order the co■■ission denied Pu blic Service's 
application to increase its seasonal voiume variation 
adjustment factor (VVAP) to S.2835 per mcf effective 18 June 
I 976. On 11 October 1976 Public S ervice filed Exceptions 
and Notice of Appeal to the North Carolina Court of App eals. 
On 29 October 1976 Public Service filed w ith the Court a 
P etition f or Writ of Supersedeas which, on 15 November 1976, 
the Court allowed as follows: 

"The petition filed in this cause on 29 October I 976 and 
designated petition for writ of supersedeas is allowed as 
follows: 

"Tha t port ion of the order entered 22 September 1976 in 
Docket G-5, Sub 102c, requiring implementation of the 
refund provisions of Appendix A attached to the order is 
stayed pending appell ate review ty this Court; provided, 
if petitioner fails tc perfect its appeal to this court in 
accordance with the North Carclina Rules of Appellate 
Procedure, this stay shall ter■inate. 

"This 15th day of Nove■ber, IS76." 

On 28 December 1976 the Co■■ission filed with the court of 
Appeals a Motion seeking Clarification of its 15 November 
orrler staying portions of the 22 Septe■ber Order Adjusting 
Rate. 

On 12 January 1977, the Court entered the following order: 

"The order entered in this cause on 15 November 1976 
is hereby amended and clarified to read:. 

"That portion of the order entered 22 Sep�ember 1976 
in Docket No. G-5, Sub 102c, requir ing iapleaentation of 
that portion of the refund provisions of Appendix A which 
reguires specific refunds by credits to bills or refund 
checks of monies collected prior to 18 June 1976, is 
stay£d pending appellate review ty this Court; provided, 
if the petitioner fails tc perfect its appeal to this 
Court in accordance with the North Carolina Rules of 
Appellate procedure, this stay shall ter■inate. 
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"This 12th day of January, 1977." 

By order issued 2 December IS76 the Commission required 
Public Service to appear on 10 tecember 1976 to show cause 
why the company should not be made to refund to its 
custo■ers those monies collected tnder the $.2835 per mcf 
VVAP rate in excess of a■ounts vhich the company would have 
collected had it filed tariffs in accordance with portions 
of the 22 Septem ber order not stayed by the Court of 
Appeals. The Co•■ission also set for hearing on that date 
Public Service's application in Docket No. G-5, Sub 102D for 
an adjust■ent of its VV AP rate effect ive I Nove■ber 1976. A 
separate order has been issued in that docket. 

Upon agree ment of the parties the hearing was continued 
until 13 December 1976. �he followin g  is a su■mary of the 
evidence adduced at the hearing. 

Public Service presented the testimony of E. L. Flanagan, 
Jr. , Vice President and Treasurer, an d C. Marshall Dickey, 
V ice President - Gas Supfly Services. Mr. F lanagan offered 
as an exhibit the company's response to ordering paragraph 3 
of the Co■mission•s December order requiring the company to 
file schedules shoving co■putat icn of an adjustment in the 
VVAF in accordance with prior Commission orders, including 
t he order of 22 September 1976. Be stated that the VVAP 
thus com puted is based on historical and future Transco 
(Transcontinental Gas Pipe Line Corporation) entitlement 

periods and makes a refund of cvercollections in 1975 and 
1976. He further stated that Fublic service included base 
gas injected into Washington Storage Service (WSS) as 
curtail■ent and excluded revenues fro■ Rate 20 
Transportation Service in its VVAF calculations. Mr. 
Dickey testified that Washington �torage Service is a long 
term peak storage facility and that WSS tase gas is gas 
vhich is put into the storage fields and never vitbdravn by 
t be co■pany. 

Parker L. Batcher, Jr., Utilities Engineer in the Gas 
Section of the Ccmmission Staff, presented testimony and 
exhibits shoving his reviev and recalculation of the VVAP 
filed by Public Service. Mr. Bat cher stated that the 
purpose of the VVAF is to track increases or decreases in 
CD-2 curtailment offset by emergenc y gas purchases and, 
since WSS base gas is not curtailment of CD-2 suppl y, bis 
c omputations do not exclude base gas injected into wss. On 
cross-exa■ination, hovever, Mr. Hatcher agreed that 
injections into Washington storage reduce CD-2 entitlements 
and that this gas cannot be sold as long as it is in the 
storage field. Mr. Hatcher alsc testified that revenues 
received from Rate 20 - Transportation Service - shown on 
his Exhibit 5 should be rolled into the VVAP. 

Donald E. Daniel, co-crdinatcr of the gas and water 
section of the Accounting Division cf the Commission S taff, 
also testified concerning his examination of the schedules 
and exhibits filed by Public Senice in Docket !lo. G-5, Sub 
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1020. He stated that the afflication filed 12 November 
continued the use of annualizaticn of entitlement period 
volumes in esti■ating annual vcluaes contrary to the method 
prescribed in the Co■mission•s Order of 22 September. Mr. 
Daniel stated that the ccrfany•s response to the 
Commission's 2 December order was in partial co■pliance with 
the requirements of the Septemter 22 order. Mr. Daniel 
stated, howEver, that the cc■rany•s filing failed to 
incorporate the specific refund rrovisions of Appendix A to 
that order and instea d returned overcollections through an 
increment in the VVAP rate. Mr. Daniel testified that, 
since the refunds involved in these dockets are substantial 
and relate to overcollections in 1975 as well as 1976, be 
believes consideration should be gi ven to recording the 
refund s as a reduction of retained earnings in the year in 
which the overcollections occurred. In connection with Mr. 
Hatcher's testimony, Mr. &aniel also stated that in 
approving the tariff for transportation service the 
Commission had required that rEtenues therefro■ be included 
in a�justing the VV AP. Mr. Daniel further stated that to 
treat wss base volumes as curtail■ent is inconsistent with 
pri or Co■■ission decisions involving both Public Service and 
other gas co■panies. 

Based on the orders of the Court cf Appeals and the entire 
record in this ■atter, the Com■ission concludes that P ub lic 
Service should immediately refund to its customers 
overcollections from 18 June 1976 through 31 October 1976, 
in the a■ount of $1,278,641 as shown in Hatcher Schedu le I, 
r efund of the remaining $1,147,715 in overcollections prior 
to 18 June 1976 shown on this schedule having been stayed 
pending appellate review. The Cc�mission further concludes 
that the foregoing refunds shoul d te ma de either by credits 
to bills or refund checks in accordance with the provisions 
of Appendix A to the Commission's Order of 22 September 1976 
in this docket. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

1. That Public Service of North Carolina, Inc. shall 
refund to its customers Sl,278,641 in over collections from 
18 June 1976 through 31 October 1976 by credits to bills or 
refund checks in accordan ce with Appendix A to the 
Commission's Order of 22 Septe■ber 1976 in this docket, such 
refunds to be made within sixty (60) days of the date of 
this order. 

2. That Public Service shall 
days after such refund a report 
distribution of the overcollections. 

file within thirty (30) 
accounting for the 

3. That Public Service shall give to each of its 
customers appropriate notice of the actions taken herein. 

ISSUED BY ORDER OP TBE COMMISSICN. 
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This the 20 th day of January, 197 7. 

(S EAL) 
NOBTR CAFOLINA UTILITIES COMMISSION 
Katherine I!. Peele,  Chief Clerk 

DOCKE'l NO. G-5, SOB I 02 D 

BEFORE TRE NO RTH C A R OLINA OTILI'lllS COMMISSION 

In the Matter of 
Application of Public ser•ice company of North 
Carolina, Inc., for an Adjustae11t cf its Rates 
and Charges 

) OR DER 
) ADJUSTING 
) RATE 

HEARD IN: Commission Bear ing R oo■, Ruffin Building, One 
\lest !!organ street, liale igh, North Carolina on 
Monday, Dece■ber 13, 1976, at 11:00 a. ■• 

BEFOR E: commissi oner II. lester 
and C o■■ issione rs Be II E. 
Harvey 

Teal, Jr., Presiding, 
Roney and II. Scott 

APPEAR ANCES :  

For the Applicant: 

F. Kent Burns, and James I!. Day,
Mitchell, !!urns an d Smith, P. o .  Box 
Raleigh, North Carclina 

For the Using and Consu■ing Public: 

Boyce, 
1406, 

Jerry B. Fruitt, Associate Attorney General, 
and Jesse c. Bra ke, Associate Attorney General, 
P. o. Box 629, Raleigh, North Carolina 27602

For the commission Staff: 

Antoinette R. Wike, Associate Commission 

Attorney, N. c. Util ities co■■ission, P. o. Box 
991, Raleigh, Nort h Carolina 27602 

BY THE COMMISSION: On 2 December 1976 the Commiss ion 
issued an Order accepting the S.0253 per ■cf volu■e 
variation adjust■ent factor (VVAF) filed by Public Serv ice 
company of North Carolina, Inc., on 12 Nove■ber 1976 in 
Docket No. G-5, Sub I 02D, and setting the matter for 
investigation and bearing on 10 December 1976. The 
co■■ission also ordered Public Se rvice to appear on that 
date and shov cause vby the c o■Fany should not refund to its 
c usto■ers all amounts collected in Docket No. G-5, Sub 102c, 
s ince 18 June 1976 in excess of those a■ounts vbich it would 
have collected under rates filed in accordance vith portions 
of the co■mission•s order of 22 Septe■ber 1976 which have 
not been stayed by order of the Court of Appeals in that 
docket. A separate order has beeD issued in that docket. 
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Upon agreeaent of the parties, the hearing vas continued 
to 13 Dece■ber 1976. Public Service presented the testiaony 
of E. L. Planagan, Jr., Vice Pr esident and Treasurer, and c.

Marshall Dickey, Vice President - Gas Suppl y  SerYices. l!r. 
Planagan offered as an exhibit the company's response to 
ordering paragraph 3 of the Commission's oecea ber order 
requiring the company to file schedules shoving coaputation 
of an adjustment in the V VAF in accordance vith prior 
Commission orders, including the crder of 22 Septeaber 1976. 
He  stated that the VV AP thus computed is based on historical 
and future Transco (Transcontinental Gas Pipe Line 
Corporation) entitlement periods and aakes a refund of 
overcollections in 1975 and 1976. Re further stated on 
cross-examination that Public Service included base gas 
injected in to Ii ashi ngton Ste rage Service (WSS) as 
curtailment and excluded revenues fro■ Bate 20 
Transportation Service-in its VVAF calculations. Mr. Dickey 
testified that Washington Storage Service is a long term 
peak storage facility and that wss base gas is gas vhich is 
put into the storage fields and never vithdravn by the 
c ompany. 

Parker L. Hatcher, Jr., Utilities Engineer in the Gas 
section of the Ccmmission staff, presented testiaony and 
exhibits shoving his review and recalculation of the VVAP 
filed by Public Service. l!r. Hatcher stated that the 
purpose of the VVAP is to track increases or decreases in 
CD-2 curtailment offset by emergency gas purchases and, 
since wss base gas is not curtailaent of CD-2 supply, his 
com putations do not exclude base gas injected into wss. On 
cross-examination, however, l'lr. Batcher agreed that 
injections into Washington Storage reduce CD-2 entitlements 
and that this gas cannot be sol d as long as it is in the 
storage field. Mr. Hatcher also testified that the VVAP 
rate necessary to prctect margin loss due to changing 
curtailments beginning I Nov ember 1976 should be S.1302 per 
mcf, assuaing no adjustaents for oYercollections or 
transportation revenues, and that revenue s  received fro■ 
Rate 20 Transportation Service - sbovn on bis Exhibit 5 
should be rolled into the VVAF. 

Donald E. Daniel, co-ordinator of the gas and vater 
section of the Accounting Division of the Commission S taff, 
also testified concerning his exaaination of the schedules 
an d ex hibits filed by Public Service in Docket No. G-5, sub 
I 02D. He stated that the application filed 12 Noveaber 
continued the use of annualizaticn of entitlement period 
volumes in esti11ating annual vclumes contrary to the method 
prescribed in the Commission's Order of 22 Septeaber. Mr. 
Dani el stated that the co ■Fan y • s response to the 
Commission's 2 December order was in partial compliance with 
the requirements of the Septe■ber 22 order. Mr. Daniel 
stated, however, that the company's filing failed to 
incorporate the specific refund provisions of Appendix A to 
that order and instead returned overc ollections through an 
increment in the VVAl' rate. l'lr. Daniel testified that, 
since the refunds involved in these dockets are substantial 
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and relate to overcollectioDs in 1975 as well as 1976, he 
believes consideration shoul d be given to recording the 
refunds as a reduction of retained earnings in the year in 
w hich tte overcollections occurred. In connection with Mr. 
Hatcher's testimony, Mr. Daniel also stated that in 
a pproving the tariff for transportation service the 
Commission had required tha t  Ie'Venues therefro■ be included 
in a djusting the VVAF. Mr. Daniel further stated that to 
treat WSS base volumes as curtailment is inconsistent vith

pri or Ccm■ission decisions involving both Public Service and 
other gas co■panies. 

Based upon the evidence Fresented at the hearing, the 
filings by Public Service, an d the entire record in this 
matt er, the commission makes the following 

FINDING� OF PAC'! 

I. That Public service co■pany of North Carolina, Inc., 
is a public utility subject tc the jurisdiction of the North 
Carolina Utilities Commission.

2. That by its application of 12 November 1976 in this 
docket Public Service is seeking to reduce its VVAP rate 
from S.2835 to S.0253 per mcf. 

3. That the $.0 253 VVAP rate is compu ted on the basis of 
ann ualized entitlement period volumes with an adjustment for 
overcollections from 20 February 1975 through 31 October 
1976, instead of refunds by credits to bills or refund 
checks ordered by the Commission in Docket No. G-5, Sub 
102c, and that these overcollections vere calculated 
utilizing annualization techniques. 

4. That the (S.0412) VVAP rate shown in Public Service's
response to the Cor■ission•s order of 2 December 1976 is 
computed on the basis of historical and future Transco 
entitlement periods with an a djustment for overcollections 
from 20 Petruary 1975 through 31 October 1976 instead of 
refunding as previously ordered. 

5. That base gas injected into Washington Storage 
Service is not curtailment of CD-2 gas supply and has never 
been treated as such by this Commission in calculating the 
VVAP. 

6. That a VVAF rate of S.1302 per ■cf is the increment
exclusive of adjustments requited in order to allow Public 
ser-v ice to r-ecover forecast margin losses .for the 12 month 
period beg inning I November I S76 due to curtailment 
projections. 

7. That the co■■ission•s approval of Rate 20 
T ran sportation Service - provided that revenues fro■ such 
ser-vice, net of gross receipts t ax plus inter-est at the 
statutory rate, be included in ccuputing the VVAP. 
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Whereupon the Commission reaches the f ollowing 

CONCLO!:JCNS 

Because they do not comply with prior orders, the 
Commission has concluded that the schedules filed by Public 
service in this docket should be rejected and that the 
overcollections computed thro ugh 31 October 1976 should be 
refunded in Docket No. G-5, sub 102c, pursuant to a separate 
order, leaving only the VV AF increment of S.130 2 per "cf 
effective I Nove■ber 1976. 

The Commission further concludes that Public service 
should include in the VVAP computation $213,7 24 in revenues 
net of gross receipts tax plus interest at the statutory 
rate through 31 October 1976 collected under Rate 20 
Transportation Service as shown in Hatcher Schedule 5. 
The Co■■issicn recognizes that the inclusion of revenues 
from transportation service is not entirely consistent vith

its view that the purpose of the VVAF is to track increases 
or decreases in CD-2 curtailment. Nevertheless, the 
commission concluded at the ti■e Bate 20 was approved that 
the inclusion of these re venues in the calculation of the 
VVAP was an appropriate method of accounting for what would 
otherwise be a windfall to the company vith no corresponding 
benefit to the VVAF ratep ayers. 

To the extent that there is any overlapping in the 
Commission's treatment of Rate 20 revenues or WSS base gas 
in  this docket and the co■pany•s filing in Docket No. G-5, 
Sub 119, its general rate case, the Co■■ission vill ■ake

adjust■ents to avoid duplicity in the latter docket. 

IT IS, THERE FORE, ORDERED AS FOLLOWS: 

I. That the schedules filed ty Public Service Company of
North Carolin a, Inc., on 12 Nove■ber 1976 and 8 December 
1976 in Docket 'No. G-5, sub 102D, be , and hereby are, 
rejected. 

2. That Public Service 
reflecting a VVAF incre■ent 
effective on one day•s notice. 

shall file 
of S.1302

revised tariffs 
per mcf to be 

3. Th at Public Service shall give appropriate notice to 
its customers of the actions taken herein. 

ISSOED BY ORDER OP THE COMMISSION. 
This the 20th day of January, 1977. 

(SEAL) 
NORTH C A60LINA UTILITIES COMMISSION 
Katherine "· Peele , Chief Clerk 
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DOCKE'I 110. G-5, SOB 1020 

BEl'OBE THE NORTH CAROLINA UTILI'IIES COKKISSIOII 

In the "atter of 
Application of P ublic Service cc■pany 
of North Carolina, Inc., for an Adjust
■ent of its Bates and Charges

) SOPPLE"E NTAL OBDEB 
) REQUIRING POBTHBB 
) BEPO NO 

BY THE COKKISSION: On 20 January 1977 the co■■ission 
i ssued an Order in the above docket requiring Public Service 
Company of North Carolina, Inc. to file revised tariffs 
reflecting a VVAP incre■ent of S. 1302 per mcf to be 
effective on one day's notice. In that order the Co■■ission 
f ound and concluded that Public Service should include in 
the VVAP co■putation $213,784 in revenues net of gross 
receipts tax plus interest at the statutory rate through 31 
October 1976 collected under Bate 20 Transportation 
Service - pursuant to Co■mission approval of Rate 20 in 
Docket No. G-5, Sub I II. 

On 24 January 1977 Public service filed revised ta riffs 
reflecting the $.1302 per ■cf V�AP incre■ent but failing to 
incorporate the S21 3,784 in Rate 20 revenues. The 
Co■mission is of the opinion that Public Service should nov 
make an additional filing in order to fully comply with the 
above order. 

IT IS, THEBEPORE, ORDERED as fcllovs: 

1 .  That Public Service Company of North Carolina, Inc., 
shall file further revised tariffs reflecting a VVAP 
incre■ent calculated to refund $213,784 in revenues, net of 
gross receipts taxes plus interest at the statutory rate, 
collected under Rate 20 'lransportation through 31 
October 1976 , which incre■ent shall re■ain in effect until 
t he $213,784 has been ref unded. 

2. That upon the full refund cf $213 ,784, as required in
paragraph (I) above, Publi c service shall file revised 
tariffs effectiv e  on one day's notice. 

3. That, vithin thirty (30) days after the $213,784 has 
been refunded, Public service shall file an accounting which 
shows that the require■ents of Paragraph I above have been 
■et.

4. That future VVAP filings shall include all revenues
collected under Rate 20 - TranEpcrtation net of gross 
receipts tax plus interest at the statutory rate. 

ISSUED BY ORDEB OF THE COKKISSION. 
This the 2nd day of February, 1977. 

(SEU) 

NORTH CAROLINA UTILITIES COKKISSION 
Katherine K. P eele, Chief Clerk 
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DOCKET BO. G-5, SUB 102D 

BEFORE TRE NORTH C AROLINA OTILI1IES COft!ISSION 

In the l!att er of 
Application of Public service Cc■pany of North 
Carolina, I nc., for an Adjust■ent of its Bates and 
Charges 

365 

FORT BER 
ORDER 

BY TBE COftftISSI ON: On 10 February 1977 Public Service 
Company of North Carolin a, Inc. (Public Service or the 
Company) filed Notice of Appeal and Exceptions to the 
Commission's Order Adjusting Bate issued January 20, 1977 in 
the above docket. Public Service also filed a Kotion that 
the Co1mission set the Exceptions for oral argument or 
further hearing and thereafter rewrite Appendix A to the 
Commission's Order of 22 September 1976 in D ocket No. G-5,
Sub 102c, now on appeal, so as to ■ake the following
changes: 

"a. Provide for the true-up of all periods through 
October 31, 1976, the end of the Transco annual 
entitlement period, so that a final dollar amount of over 
or undercollections can be determined for the past. 

11b. Provide for an annual true-up through October 31st of 
each year thereafter. 

"c. Provide for increments to become effective on each 
November 1st based en projected annual entitlements. 

"d. Provide for interim adjustments in the increment as 
revisions are made in projected entitlements. 

"e. Eliminate gas in Washington storage from the gas 
delivered to Public Service or •supply' available to it. 

"f. Elimin ate revenues fro■ transportation of gas for 
customers fro■ the VV AF and give consideratiou to such 
tariff revenues, if any, in the gene ral rate case of the 
company, 

"g. Return to the original VVAF provisions so as to 
include over or under collections in future VVAF 
adjustments rather than to refund by credits to bills." 

Havin g reviewed the Exceptions, the l!otion and the entire 
record in this matter, the Com■ission finds a nd concludes as 
follows: 

I. That its Order Requiring Refund, issued on 20 January
1977 in Docket No. G-5, Sub 102c, provides for a VVAP true
up of all periods through 31 October 1976 and determines 
that the fina l dollar amount cf overcollections for the 
period prior to 18 June 1976 is SI ,147,715 and for the 
period 18 June 1976 through 31 October 1976 is SI ,278,641. 
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2. That in its Order Adjusting Rate issued 20 January 
1977 in Docket No. G-5, Sub 1020, the Coaaission determined 
that $213,784, consisting of Rate 20 Transportation 
Service - revenue s  plus in terest through 31 October f976, 
should be included in the VVAP co1putation. 

3. That its Order Adjusting Rate conteaplates a VVAP 
increment to become effective on t November of each year, 
based on projected annual entitleaents, and an annual true
up through 31 October of each year thereafter. 

4. That future overcollections, determined in a true-up 
at the end of each annual Transco ent itleaent period, should 
be refunded by credits to bills or checks; and that Public 
Service should be required to retain billing records to 
insure that each customer will receive his share of the 
refund based on actual usage. 

The Comaission further finds and concludes that its orders 
of January 20, 1977 in Docket Nos. G-5, Subs 102c and 1020 
should be reaffirmed and that to the extent not allowed 
herein the a oti on of Public Service should be denied. 

IT rs, THER EFORE, ORDERED as fellows: 

1. That upon final refund of the total dollar amount of
overcollections deterained by order issued 20 January 1977 
in Docket No. G-9, Sub f02C, the volume variation adjustment 
factor (VVAP) approved for Public Service Coapany of North 
Carolina, Inc., shall be dee■ed trued-up through 31 October 
1976. 

2. That future VVAP increments, beginning with the 
$. 1302 per ■cf increment established in this docket, shall 
be based on annual entitlements and shall beco■e effective 
as o f  each I November and further that there shall be a 
true-up of the VVAP as of 31 October of each year 
t hereafter. 

]. That Public Service shall re tain billing records so 
that each customer will be assured of receiving, by credit 
t o  bill or refund check, his share based on actual usage of 
any overcollections determined in a true-up at the end of 
each entitlement period. 

4. That the Order Adjusting Rate issued 20 January f977
in the above docket, is hereby reaffir■ed, and, to the 
extent not allowed herein, the ftotion of Public Service, 
filed 10 February 1977, is herety denied. 

ISSUED BY ORDER OP THE COftftlSSION. 
This the 15th day of April, 1977. 

NORTH CAEOLINA UTILITIES COftftISSION 
(SEA L) Katherine ft. Peele, Chief Clerk 

l
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DOCKET NO. G-5, SOB 119 
DOCKE'I NO. G-5, SOB 123 

3 67 

BEFORE THE NORTH C AROLINA OTILITIES C OKKISSION 

I n  the Matter of 
Application of Pnblic Service Cc■i;any ) ORDER GRANTING 
of North Carolina, Inc •• for an ) PARTIAL INCREASE

Adjust■ent of its Rates and Charges ) IN RATES 

HEARD IN: The Cc■■ission Hearing Roo■, Ruffin Building, 
One West !organ Street, Raleigh , North 
Carolina, on Nove■ber 3, 4, and 5, 1976 and 
Dece■ber 7, 8, 9, and 10 , 1976 

BEFORE: Co■■issicner w. Lester 
and Commissioners Een L 
Harvey 

Teal, Jr., Presiding; 
Roney and w. Scott 

APPEARANCES: 

For the Applicant: 

P. Kent Burns, Eoyce, Kitchell, Burns & Saith,
Attorneys at Lav, Post Office Box 1406, 
Raleigh, North Carolina 27602 

J. llack Hollan d, llulle n, Rolland and Harrell, 
P. A., Attorneys at Lav, Box 488, Gastonia, 
North Carolina 28052 

For the Intervenors: 

Jerry a. Pruitt and Jesse C. Brake, Asso ciate 
Attorneys General, Post Office B ox 629, 
Raleigh, North Carclina 
For: The Using and Consu■ing Public 

Willia■ 
Attorney, 
Carolina 
For: The 

I. Thornton , Jr., City of 
Post Office Box 2251, Durha■, 

City of turha■ 

Durha■ 
North 

K. Alexander Biggs and Prank P .  lleadovs, Jr., 
Biggs, lleadovs, Batts, Etheridge & Winberry, 
Attorneys at Lav, Post Office Draver f53, Rocky 
Mount, North Carolina 
For: Brick Association of North Carolina 

:For the Intervenor-Protestant: 

Tho■as R. Eller, Jr., Hovis, Hunter and Eller,
Attorneys at Lav, 801 A■e rican Building, 
Charlotte, North Carolina 28286 
For: North Carolina Textile Manufacturers 

Association, Inc. 
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For the Co••ission Staff: 

!aurlce w. Horne, Ceputy Co■■ission Attorney,
and Paul L. Lassiter, Associate Coallission
Attorney, North Carolina Utilities Coa11ission,
Post Office Box 991, Raleigh, North Carolina
27602

BY TBB CO!ftISSIOH: On July 12. 1976 Public Service 
Co■ pany of North Carolina, Inc. (Public Service or 
Coapany), filed an application vith the Coaaission for 
authority to increase its rates and charges to produce 
annually approximately $3,676,272 in additional general 
r evenues and $90,000 in additional ■iscellaneous service
revenues. Public Service proposed that the increase becoae 
effective August 12, 1976. 

By Order issued August 9, 1976 the Co■aission suspended 
the proposed rates and set the aatt er for investigation and 
hearing and declared the proceeding to be a general rate 
case. The Order established the test period as the 12 
■onths ending !arch 31, 1976. The Coaaission further 
required that Public Service give notice of the application 
to its custo■ers in accordance with the provisions of the 
Order and the Appendix attached to said Order. The hearing 
was scheduled to begin Nove■ber 3, 1976. 

On Septeaber 29, 1976 the City of Durha■ filed Petition to 
Intervene which was allowed by the Co■■ission•s Order of 
October 4, 1976. On October I, 1976 the Attorney General 
filed Notice of Intervention which vas reco gnized by 
Coa■ission Order of the sa■e date. On October 6, 1976 North 
Carolina Te xtile !anufacturers Association, Inc. (Textile 
!anufacturers), filed Notice of Intervention and Protest 
which was allowed by the Ccaaissicn•s Order of October 11, 
1976. On October 13, 1976 Petition to Intervene vas filed 
by Brick Association of North Carcliua (Brick Association) 
which was allowed by the Coaaission•s Order of October 18, 
1976. 

On August 
depreciation 
depreciation 
G-5, Sub 123.

18, 1976 Public Service filed a report on 
rates requesting certain changes in 

rates and this 1atter was assigned Docket Ho. 

On October 21, 1976 the Coa11ission issued an Order 
approving certain depreciation rates indicating, a■ong other 
things ,  that the proposal by Public Service that the 
reaaining life of certain accconts be set at 25 years 
because of gas supply should net be considered as an ite■ 
influencing depreciation rates at that ti■ e. 

On October 
Co■■ission•s 
consolidate 
docket. By 

25, 1976 Public Service filed Ex ceptions to the 
Order and requested that the Co■■ission 

that docket wi th the pending general rate case 
Order of October 25, 1976, the Co■■ission 
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consolidated the depreciation docket vith this general rate 
case. 

On November 2, 1976 the Co■■ission entered an Order 
denying Motions for Consolidaticn filed by the InterYenors 
in this proceeding relating to Docket No. G-5, Sub 124, an 
application filed on October 8, 1976 by P ublic Service 
relating to authority to increase rates by tracking 
increased cost of gas resulting fro■ action by the Federal 
Pover co■■ission under the pro,isicns of G. s. 62-133(f). 

The hearing began as scheduled. Public SerYice presented 
the te sti■ony of Ch arles B. Zeigler, President and Chief 
Executive Officer of Public service; Crawford aarsh all 
Dickey, Vice President-Gas Supply Services; Joseph Francis 
N oon, Vice President in Engineering and Operations Services;
E. L. Planagan, Jr., Vice President and Treasurer of Public
Service; Richard s. Johnson cf Stone & Webster aanage■ent
Consultants, N ew York, Nev York; John D. Russell, Vice 
President of Associated Utility services, Inc., ftilvaukee, 
Wisconsin; v. Cl yde Saith, Senior Vice President-Finance, 
Administration, Public Service; Joseph P. Brennan, President 
of Associated Utility Services, Inc., Cherry Rill, Bew 
Jersey; and Franklin D. S anders, Vice President and Director 
of First Boston Corforation, Nev lork, Nev York. 

The Attorney General called Ker&it Hoff■an, an e■ployee of 
Public Service, to explain cert ain information furnished to 
the Attorney General. 

Brick Association presented the testi■ony of ff. B. Foster, 
President and Ge neral Manager of St at esville Brick Co■pany; 
V ernon Isenhour, President of Sanford Brick Corporation; 
Prank R. Borden, President of Eorden Brick and Tile co■pany; 
and the written state■ent of Ted w. Tysinger. 

The Commission Staff fresented the testi■ony of Ray■ond J. 
Nery, Chief, Gas Section, Engineering Division; a. Dell 
Cole■an, Director of Accounting tivision; P arker L. Batcher, 
Jr., Utilities Engineer; Henry Bandolph Currin, Jr., Senior 
operations Analyst in the Operations Analysis Section; 
Eugene H. Curtis, Jr., Cperations Engineer; and Jesse Kent, 
Jr., Account ant for the North C arolina Utilities Co■■ission. 

Proposed findings, conclnsicn�, and briefs were filed by 
the parties subsequent to the hearing. Based upon the 
entire record of this proceeding, the co■■ission ■ akes the 
following 

PINUINGS OF FACT 

(. That Public Service Cc■fany of North Carolina, Inc., 
is a duly franchised public utility providing n atural gas 
service in its franchise area in North Carolina cities and 
co■■unities and is froperly befcre the co■■ission in this 
proceeding for a deter■in ation as to the justness and 
reasonableness of its Froposed rates and charges as 
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regulated by the Utili ties Co■■ission under Chapter 62 of 
the General Statutes of North carclina. 

2. That the proposed rates would produce additional 
general revenues of approximately S3,676,272 and S90,000 in 
additional miscellaneous service revenues on an annual 
basis. 

3. That the test period set by the Com■ission and 
utilized by all parties in this proceeding is the 12 ■ontbs 
ending llarch 31, 1976. 

4. That the original ccst cf Public Service's gas plant 
in service used and useful in the distri bution of gas in 
North Carolina is $114,�00,552. The accumulated 
de preciation associated with thE gas plant in service is 
$27,246,939 .  The original cost of Public Service's net gas 
plant in service is $87,253,613 , including the new LNG plant 
which is f ound to be used and usefu l and operational prior 
to t he close of the hearing. 

5. That the reasonabl e  allowance for working capital is 
$4 ,442,331 . 

6. That the reasonable replace■ent cost less 
depreciation of Public service's plant used and useful in 
providing gas serv ice in North Carolina is $143,888,252. 

7. That the fair value of Fublic Service's plant used 
and useful in providing gas service in North Carolina should 
be derived by giving a 70" weighting to the reasonable 
original cost less depreciation of Public Service's plant in 
service and 30" weighting tc the depreciated replace■ent 
cost of Public service's utility plant. By this method, 

using the depreciated original cost of $87,253,613 and the 
depreciatEd replace■ent ccst of $143,888,252, the Co■■ission 
finds that the fair value of Public Service's utility plant 
devoted to gas service in North Carolina is $104,244,005. 
This fair value includes a reasonable fair value incre■ent 
of $16 ,990,392. 

a. That the fair value cf Public service's plant in 
service to its custc■ers within the State of North Carolina 
of $104,244,005 plus the reasonable allowance for working 
capital of $4,442,331 yields a reasonable fair value of 
Public service's property in service to North Carolina 
custo■ers of S108,686,336. 

9. That the approxi■ate tctal operating 
Public service Co■fany of North Carolina, Inc., 
period are $54, 140,128 under present rates 
proposed rates would have been !51, 906, 400. 

revenues of 
for the test 

and under 

10. That the level cf Public Service's operating revenue 
deduct ions after accounting and pro for■a adjust■ents 
including taxes and interest on custo■er deposits is 
$46, 925,122, which includes the a■ount of SJ,401,292 for 
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actual investment currently cccsu■ed through reasonable 
actual depreciation. 

11. That the capital structuce which is proper for use in
this proceeding is the following: 

Item 

Debt 
Preferred Stock 
co■11on E quity 
cost-Pree Capital 

Total 

57 .211' 
8.901' 

29. 561'

_4.3.J.!
100.001' 

12. That when the excess of the fair value rate base over
the origina l cost net in'fest■ent (fair value incre■ent) is 
added to the equity co■ponent of the original cost net 
investment, the fair value capital structure is as follovs: 

rte■ 

Debt 
Preferred Stock 
Common Equity 
Cost-Pree Capital 

Total 

Percent 

48.271' 
7.511' 

40.5n 
3.65� 

100.0011 

13. That the Company's proFer e■bedded costs of debt and
p referred stock are 7.071' and 6.6511, respectively. The fair 
rate of return which should te applied to the fair value 
r ate base is 7. 281'. This return en Public Service's fair 
value property of 7. 28ll vill allov a return on fair value 
eguity of 8.301' after recovery of the e■bedded costs of debt 
and preferred stock. A return cf 8.301' on fair value equity 
results in a return of 13. 50ll on original cost com■on 
e quity. 

14. That Public· service should be alloved an increase in
additiona l annual gross reven ue� not exceeding Sl,514,311 in 
order for it to have an CFpcrtunity through efficient 
manage■ent to earn the 7.281' rate of return on the fair 
value of its property used and useful in serving its 
custo■ers. This increased revenue requirement is based upon 
the fair value of its property and reasonable test year 
operating revenues and exFenses as heretofore deter■ined. 

15. That the rates and charge s attached hereto as 
Append ix A are found to be just and reasonable to ■eet the 
revenue requirement determined herein. 

16. That the volume variation adjust■ent factor (VVA� is 
a reasonable and necessary part of Public Service's rates. 
That the base period supply vclu■es and base period margin
to be used in the determination of future VVAF's are 
25,551 ,245 l!CP and $27,334,51 2, respectively. 
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PRELittINABl FINDINGS 

The Preliainary Findings are based on the official records 
of the Coaaission and the verified application. 

EVI DENCE AND CONCLUSIONS F06 FINDING OP PACT NO. 4 

co■pany witness Flanagan and Staff witness Kent presented 
the sa■e aaount for gas plant in service but different 
a■ounts for its asso ciated accu1ulated depreciation as 
f ollows: 

Co■pany Witness 
Planagan 

Staff Witness 
Kent 

Original cost of gas 
plant in service Sft4.�00,552 

Less: Accu■ulated 
depreciation �657

1340 

St 14,500,5 52 

27.246.939 
Net original cost of gas 

plant in service S 86,643,212 S 87,253,613 

Although both accounting witnesses are in 
concerning the original cost of gas plant in 
several Intervenors objected to the inclusion of 
( approxi■at ely Sf3 1illion) of the LNG (liquefied 
gas) facili ty in the cost of plant in 
Collectively, their objections are as follows: 

agree■ent 
service, 
the cost 

natural 
service. 

( I l That the LNG facility is an imprudent or excessive 
invest■ent on which Public service should not be 
allowed to earn a return . 

(2) That the LNG facility is not used and useful in the
provision of service to Public Service •s ratepayers. 

(3) That the LNG facility was not constructed pursuant to 
a certificate of public convenience and necessity.

�) That in determining changes in Public Service's
property up to the ti■e the hearing is closed only
the value of the properties that w ere used and useful
at t he end of the test period can be considered and,
therefore, that the cost of additional properties put
into operation after the end of the test period 
cannot be included in plant in service.

The Co■■ission will now discuss each of these objections. 

Seve ral Intervenors stated that the LIIG facility vas, in 
effect, an excessive or i■prudent invest■ent because it 
produces no additional gas supfly and actually consumes gas 
in the process of operation, because the LNG facility 
operating costs vill increase the cost of gas substantially, 
and because no competitive bids vere obtained to deter■ine 
the lowest possible construction cost. Fro■ the evidence 

I 
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presented, the Coaaission recognizes that the purpose of the 
LNG facility is not to produce additional gas supplies but 
to shift the av ailable supply frca pe riod s of relatively low

demand to periods where the demand cannot be aet by current 
supp ly and to insure stability of the distribution system in 
the event of line breaks. To criticize the prudence of the 
facility investment for not fulfilling a purpose for which 
it was never intended is without merit. Furthermore, since 
no energy transformation process is tOOl efficient, the 
facility cannot be validly criticized as iaprudent for 
con suming gas during operation. It is also apparent that 
the cost of gas processed through the LNG facility will be 
somewhat higher than the cost of ordinary pipeline gas, but 
the overriding consideration, regardless of cost, is that 
gas supplies will be available to high priori ty custoaers at 
time s of peak deman d, whereas the demand could not otherwise 
be met without the LNG facility. The record also shows that 
no competitive bids or negotiations were conducted for 
construction of the facility ether than with Chicago Bridge 
and Iron. In the absence of contrary evidence it ■ust be 
assumed that Public Service accepted a construction bid 
which it considered reason able and the Coa■ission cannot, 
therefore, conclude that any ether bids would have been more 

reasonable. Based on the pre,icu s findings, the Comaission

concludes that the LNG facility is not an excessive or 
imprudent investment. 

The second objection to the inclusion of the cost of LNG 
facility in the original cost of gas plant in service is 
that the facility is not used a nd useful in providing 
service to ratepayers. It is agreed by all parties that the 
LNG facility was not operational at the end of the test 
period and also that the facility coamenced the storing of 
gas in Septeaber 1976 before the conclusion of the hearing. 
At the conclusion of the hearing apparently no stored gas 
from the LNG facility had teen reinjected into the 
distribution system. the question which bas arisen is 
whether the LNG facility is used and useful if no stored gas 
had be reinjected into the systea by the tiae of conclusion 
of the hearing. The Co■aission believes that the storage 
process is an integral feature of the operation of the LNG 
facility and the fact that no stored gas had been reinjected 
into the system does not render it not used and useful. The 
Commission, therefore, concludes that the LNG facility is 
used and useful in serving the ratepayers of Public Service. 

The third objection raised by the Intervenors is that the 
LNG facility was not constructed pursuant to a certificate 
of public convenience and necessity. The Co•mission has 
previously concluded that the LNG facility is not an 
imprudent nor excessive invest■ent. In addition, the 
Comaission•s interpretation cf G.S. I 10.1 is that a 
certificate of public convenience and necessity is not 
required for addition al investment made by a gas 
distribution co■pany. The Coa■ission, therefore, concludes 
that a certificate of public convenience and necessity was 

not required for the constructi cn of the LNG facility and, 
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therefore, that the cost of this facility cannot be excluded 
from original cost net invest■ent on this basis. 

The fourth objecticn concerns the guestion of whether the 
cost of the LNG facility can be properly included in the 
r ate base s ince only changes in the value cf properties that 
vere used and useful by the public utility at the end of the 
test period ■ay be considered and, therefore, that the 
commission is not permitted to add additional properties put 
into opera tion after the end of the test period. G.S. 62-
133(c), as a aended by the 1975 General Asseably, requires 
the Coaaission to consider relevant ■aterial and coapetent 
evidence shoving actual changes in costs, revenues, or value 
of the utility's property through the close of the hearing. 
Therefore, our interpretation of the statute does not 
prevent the inclusicn of the cost of the LNG facility in the 
rate base. 

The coaaission, therefore, ccncludes that the cost of the 
LNG facility is properly includable in the rate base and 
that the original cost of Public Service's gas plant in 
service is $114,500,552. 

Company witness Flanagan and Staff witness Kent disagreed 
on the amount of the end-of-period balance in accuaulated 
depreciation, the remaining deterainant of the net original 
cost of gas plant in service. coapany witness Planagan 
claimed $27,857,340 as the proper balance in the accuaulated 
depreciation account and Staff witness Kent claiaed 
$21,246 ,939 as the proper balance. The difference of 
$610,401 in accu■ulated depreciation amounts is attributable 
to ad justaents made by staff witness Kent as a corollary to 
his adjustaents to test-period depreciation expense. staff 
witness Kent testified that the basis for his adjust■ents 
reducing the accumulated depreciation balance (also 
depreciation expense) was Staff witness Nery•s 
recommendations regarding ■odification of the Co■pany•s 
proposed depreciation rates (G-5, Sub 123, which vas 
consolidated with this general rate case) . The Coa■ission 
has elsewhe re ev aluated the depreciation rates and reached 
its conclusions regarding the ptoper depreciation rates for 
use in this proceeding and does not dee■ it necessary to 
repeat those findings and concl�sions here. 

The Co■■ission recognizes that the purpose of Staff 
witness Kent's adjust■ents is to state the end-of- period 
accumulated depreciation balance in confor■ity with the 
depreciation rate reco■aendations of the co■■ission•s 
Engineering Staff (and approwed in Evidence and Conclusions 
for Pinding of Fact No. 10) as contrasted to the �o■pany•s 
proposed depreciation rates included in this filing. The 
Co■■ission, therefore, concludes that these adjust■ents are 
proper and that the correct end-of-period balance in 
accumulated depreciation is S�7,246,939. The Co■■ission 
further concl udes that the net original cost of gas plant in 
service for use in this proceeding is $87,253,613. 
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EVIDENCE AND CCNCLOSIONS FOB FINDING OP PACT NO. 5 

witness P lanagan and Staff witness Kent each 
a different a11ount for the working capita.l 

The following tatular su■11ary shows the a11ounts 
ea ch witness: 

Co11pany 
presented 
allowance. 
presented by 

Cash 
�aterials and supflies 
�ini■u■ bank balance
Average prepayments
Average tax accruals
custo■er deposits

Total 

Co11pany Witness 
__ :flan ag-=a.aan __ 

$ 1,2�7,6 46 
3,766,7 88 
2,000,000 

245,034 
(2,167,76 7) 

$5,061,7 01 

Staff Witness 
Kent 

$ I ,237,6 46 
3,766,7 88 
2,000 ,ooo

223,973 
(2,16 7,767) 

(618,309) 
$ 4,442,331 

The two witnesses are in agcee■ent regarding the cash, 
mate rials and supplies, 11ini11u11 tank balances, and average 
tax accruals co11ponents of the working capital allowance. 
The differences, which the Co■■ission will now discuss, 
occur in average prepay11ents and custo■er deposits. 

Co11pany witness Fla nagan included $245, 034 of average
prepay■ents in his co■futaticn of the working capital 
allowance while Staff witness Kent included $223,973 for
this ite■• Staff witness Kent testified that his three 
adjust■ents r educe Co■pany •itness Planagan •s average 
prepay■ents balance by $21,06 1. Staff witness Kent's first 
adjust■ent reducing average prepayments by SIS,388 vas 
necessary in order to properly state the average prepay■ents 
component of the working capital allowance. This adjust■ent 
vas due to the existence cf accrued liability balances for 
insurance pre■iu■s which vere not considered by Mr. 
Flanagan in determining his a1erage prepay■ents. The 
Co■■ission concludes that the average insurance prepay■ents 
should be reduced by the accrued liability for insurance 
pre■iu■s of SIS,388. 

Staff witness Kent's second adjust■ent reduced average 
p repa y■ents by the a11ount of average prepaid insurance on 
appliance inventory (Sl,1 7 4) and on appliances in transit 
($27 0). Staff witness Kent's Eihibit 2-t shoved that these 
average prepaid insurance balances related to the purchase 
an d sale of gas operated applia nces. These operations are 
not essential to the distribution of gas to North Carolina 
custo■ers and, therefore, should te excluded fro■ the rate
■aking process. The cc■■issicn concludes that average 
insurance prepay■ents on appliance invent ory and appliances 
in transit of Sl,1 74 and $27 0, respectively, are nonutility
in nature and should be excluded in the fixing of rates. 
This treat■ent is consistent vith the eli■ination of 
insurance expense on appliances f ro■ operation and 
■aintenance expense under Evidence and Conclusions for 
Finding of Fact No. 1 0. 
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Staff witness Kent's third adjust■ent reduces average 
insurance prepay■ents by $ 4,229 fer life insurance pre■iuas 
on Co■pany officers and key ■en. In his Bxhibit 2-1, he 
treated these prepayments as nonutility in nature and be 
excluded the■ from his detet�ination of working capital . 
The Commissi on concludes that avErage prepay■ents should be 
reduced by $4,229 (the a■ount of av erage prepaid insurance 
applicable to life insurance pre■iu■s on Co■pany officers 
and key ■en). This reduction of average prepay■ents for 
life insura nce pre■iu■s is consiEtent with the removal of 
life insurance preaiu■s ex penEe fro■ test period operation 
and ■aintenance expense found proper under Evidence and 
conclusions for Finding of Pact Ho. 10. Based on the 
previous discussion, the Co■■ission concludes that the 
appropriate amount of average frEpayments to te used in the 
co■putation of the working c a  pi ta l allowance is $223,973. 

The final area of difference between the two witnesses in 
the computation of the working capital allowance is end-of
period custo■er deposits. Company witness Flanagan did not 
consider custo■er deposits in his computation of the working 
capital allowance while Staff witness Kent deducted end-of
period customer deposits in his co■putation of the working 
capital allowance. Staff witcess Kent bas testified that 
the Company should be allowed to recover only the interest 
paid or accrued on custo■er deposits. Staff witness Kent 
further testified that bis deduction of end-of-period 
custo■er deposits fro■ the allowance for working capital and 
his adjust■ent including interest on custo■er deposits in 
test-period operation and ■aintenance expense allows Public 
service to recover cnly the ccst of customer deposits 
(Evidence and Conclusions for finding of Fact No. 10). The 
Coa■ission agrees that the Co■pa11y should be allowed to 
recover only the cost of these customer supplied funds. 
Therefore, we conclude that Staff witness Kent's reduction 
of the working capital allo1ance by $618,309 of end-of
period customer deposits is proper. 

The Co■■ission concludes, consistent with other recent 
rat e  case dec isions, that the fcr1ula method of deter■ining 
the working capital allowance shoul d be used in this case. 
The co■ponents of the working capital allowance found proper 
for use in this proceeding arE as follows: cash (1/8 of 
operation and ■aintenance expense), $f,237,646; ■aterials
and supplies, $3,766,788; mini■ur bank balances, $2,000,000; 
average prepay■ents, $223,973; average tax accruals, 
($2,167,767) ; and customer deposits, ($618,309). The 
Commission concludes that the ptoper am ount of the working 
capital allowance is $4,442,331 . 

EVIDENCE AND CONCLOSIO�S FOR FINDINGS 
OF FACT NOS. 6, 7, AND 8 

The ter m •replacement cost" envisions replacing the 
utility plant in accordance with ■odern design techniques
and with the most up-to-date changes in utility plant. 
co■pany witness Russell, a consultant to Public Service, 
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testified with respect to his deter■ination of the net 
trended original cost valuatio� of Public Service's 
properties used and useful in providing gas service to North 
Carolina as of !arch 31, 1976. Witness Russell calculated 
his net trended original cost by co■puting a reproduction 
cost new from the surviving original cost dollars, a 
r eplacement cost which corrEcts plant in service for 
economies of scale, and a conditicn percent based on an 8l 
present worth analysis as well as a physical inspection of 
plant in service for calculating accrued depreciation. 

Staff witness Curtis, testify ing on replacement cost 
analysis and fair value, agreed with the reproduction cost 
nev and replace■ent cost as calculated by Co■pany witness 
Russell. The Commission concurs with Staff w itness Curtis 
that the cost of the LNG facility in Cary, North Carolina, 
less its accrued depreciaticn to date, should be added into 
the fair value rate base. Accru ed depreciation to be 
deducted from the replace■ent cost was calculated 
differently by staff witness Curtis and Co■pany witness 
Russell. staff witness Curtis calculated a condition 
percent based on the book reserve for calculating accrued 
depreciation while Co■pany witness Russell utilized an 81 

present worth analysis for the ■ajority of the accounts. 
The Co■missicn concurs that a cccdition percent based on the 
book reserve is apfropriate in that Co■pany witness 
Russell's 8l condition percent methodology understates the 
depreciation and overstates the condition i:ercent. 

The Commission concludes that the reasonable replacement 
cost less depreciation of Public Service's gas utility plant 
in service is $ 143,888,252 . 

Having determined the apprcfriate original cost less 
depreciation to be $87,25 3,613 and the reasonable estimate 

of net replacement ccst of such plant to be $143,888,252, 
the Commission must deter■ine the fair value of Public 
service's net plant in service. 

Company witness Russell and Staff witness Curtis both 
recommended that a weighting of 70l be applied to the net 
original cost and a 30l weighting be applied to the net 
replace■ent cost. The Co■■ission concludes that these 
weightings are appropriate. By weighting the original cost 
less depreciation of $87,253,613 by a 70l factor and the 
replace■ent cost less depreciation by a 30l factor, the fair 
value of Public service's utility plant in North Carolina is 
$104,244,005 . This fair value calculation includes a 
reasonable fair value incre■ent of $16, 990,392. 

The fair value of Public Service's plant in service to its 
custom ers in North Carolina cf $ 104,244,005 plus the 
reasonable allowance for working capital of $4,442,331 
yields a reasonable value of Putlic Service's property in 
service to North Carolina custo•ers of SIOS,686,336. 
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EVIDENCE AND CONCLUSIONS PCB FINDING OP PA CT NO. 9 

Company witness Planagan and Staff witness Kent presented 
testi■ony concerning the appropriate level of operating 
revenues after accounting and pro f or■a adjust■ents. Both 
witnesses are in agreement that test-period revenues fro■ 
gas sales are $53, 94 9, 016 and that other operating revenues 
are $219,79 2. The Commission recognizes that the test
period other operating revenues include $28,680 of 
transportation revenues applicatle to 533 gas. The 
Commission finds that these revenues are properly includable 
in the calculation of the VVAF and therefore dee■s it 
inappropriate to include these transportation revenues in 
the operating revenues of this rate case proceeding. The 
Com■ission concludes that the proper level of test year 
revenues is $54, 140,128 co■pcsed cf revenues fro■ gas sales 
of $53 ,949,016 and other operating revenues in the amount of 
$191 ,112. 

EVIDENCE AND CONCLUSIONS FOB FINDING OP FACT NO. 10 

Company witness Fl an agan and Staff witness Kent presented 
testimony and exhibits shoving the level of operating 
revenue deductions which they believe should be used by the 
Commission for the purpose of fixing Public Service's rates 
in t his proceeding. 

The following tabular su■■ary shews the a ■ounts clai■ed by 
each vi tness: 

Purchased gas 
O peration and maintenance 

expense 
Depreciation 
Taxes - other than income 
Income taxes - state and 
federal 

Total operating revenue 
deductions 

Co■Fany Witness 
__ U�.!!�2.!\..__ 

$24,799,035 

9 ,901,163 
4,011,6 93 
4,e�J,751 

_ _] L.!ll.Q-L2 6 9 

$47,376, 611 

Staff Witness 
Kent 

$24 ,716,415 

9,824,631 
3 ,40 I ,2 92 
4, 853,751 

4,144.536 

$ 46 ,940,625 

The first ite■ of difference in the operating revenue 
deductions shown above concerns the cost of purchased gas. 
Company witness Planagan propcsed an adjustment to annuali ze 
the cost of purchased gas based on the end-of-period level 
rates. Staff witness Kent testified that his examination of 
t he Company's vork papers SUfforting this adjustment 
revealed a computation al error in the Company's calculation 
of the annu alized LG A demand charge. The e ffect of this 
error was an overstatement, by the Company, of the cost of 
purchased gas by $82,620. Staff witness K ent's downward 
adjustment of $82,620 corrects this error. The Commission
concludes that Staff witness Kent's adjust■ent is proper and 
tha t the cost of purchased gas to be included as an 
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operating revenue 
$24 ,716,415. 

deduction in this proceeding is 

The second co■Fonent of operating revenue deductions on 
which the twc vitnesses disagree is the proper amount of 
operation and maintenance expense. co■panJ witness Flanagan 
presented an a■ount of S9,90 I, 163. Staff witness Kent 
presented the a■ount of $9,€24, 631 as  operation and 
maintenance e xpense. The difference of $76,532 is comprised 
of the following itens: 

I • 

2. 

3.  

4.  

5. 

6. 

7. 

Cost of regulators 

Life insurance pre■iu■s 

Insurance premiums on merchandise 
inventory and in transit: 

Appliance inventorJ 
Appliances in transit 

Civic club dues 

Appliance sales advertising 

$(2,4 60) 
(4 35) 

Computer lease and maintenance contract 

Interest on custo■er deposits 

Total 

SC I 4,560) 

(8,274) 

(2,895) 

(91 3)  

(41,537) 

(32,985) 

S (76, 532) 

Tbe Comm ission vill nov 
items co■prising the $76,532 
operating and maintenance 
witnesses. 

discuss each of the preceding 
difference in the level of 

expense proposed ny each of the 

The first item removes the cost of certain regulators 
purcha sed during the test period. Although the cost of 
these regulators should have been caFitalized, the Co■pany 
inad vertently recorded the SI 4, !:60 as an expense. The 
effect of this vas to overstate test-period operating 
expenses. Staff witness Kent's adjustment corrects the 
overstate■ent of operation and maintenance expense by 
removing the $14,560 cost of the regulators. The Commission 
concludes that this adjustment is proper. 

The second Staff adjustment removes SB,274 of life 
insurance premiums from test-Feriod operation and 
maintenance expense. Staff �itness Kent testified that 
Public Servic e pays the preaiu■s and is the teneficiary of 
life insurance contracts on certain key ■en and officers of 
the company. He f urther testified that t he ratepayer vould 
not receive any benefit fer the expenses incurred. The 
Commission concludes that the test-period insurance expense 
applicable to officers and key men should te excluded from 
operation and maintenance expense and, therefore, that Staff 
witness Kent's downward adjustment of SB,274 is proper. 
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The third Staff adjust■ent of $2,895 eli•inates the test
period insurance expense applicable to appliance inventory 
and to appliances in transit. Staff witness Kent testified 
that all revenues and expenses associated with the sale of 
appliances are nonutility ite■s and therefore should be 
excluded for rate-■aking purposes. The Co■ai.ssion concludes 
tha t Staff witness Kent's adjnst■ent eli■inating fro■ the 
test-period insurance expense of $2,895 applicable to 
appliance inventory and appliances in transit is proper. 

The fourth adjust■ent eli■inates $913 of pay■ents and 
contributions to cc■■unity service organizations. Staff 
witness Kent testified tha t the expenditures were not 
related to the provision of service to custo■ers and should, 
therefore, not be included in test-period operating 
expenses. The Cc■■issicn concludes that the paym ents and 
contributions to co■munity service organiz ations are not 
necessary for the purpose of providing service to custo■ers . 
Therefore, to include these expenditures in test-period 
operating expenses 110uld be to require custo■ers to ■ake 
involuntary contributions (thrcugh the pay■ent of rates) to 
organizations determined by Public Service. The Co■■ission, 
therefore, concludes that Staff witness Kent's adjust■ent of 
$913 to eli■inate these expenditures fro■ operating expenses 
is proper. 

The fifth adjust■ent ■ade by Staff witness Kent reduced 
operation and ■aintenance expense by $41,537 for sales 
advertising expense associated with the sale of gas operated 
appliances. Staff witness Kent testified that this 
adjust■ent was consistent with other adjustments that he had 
made for the purpose of re■oving all nonutility revenues and 
expenses fro■ test-period operating results. The Commission 
will now discuss the Intervenors• objections concerning the 
proper a■ount of sales expenses to be included as an 
operating revenue deduc tion in this proceeding. Several 
Intervenors questioned the propriety of allowing the 
remaining sales expenses, not reclassified by Staff witness 
Kent, as a proper operating re venue deduction. The 
Intervenors contend that reduct ion of gas supplies to North 
Carolina custo■ers renders these expenditures unnecessary. 
The Co■■ission has prev iously ccnsidered sales expenditures 
promoting conservation and for the purpose of maintaining 
its market position or share to be proper operating revenue 
deductions. The Commission concludes that the expenditures 
not otherwise reclassified by Staff witness Kent are of this 
nature. the Co■mission therefore concludes that no 
adjust■ent to sales expenses ether than that ■ade by Staff 
witne ss Kent is necessary. 1he Co■■ission concludes that 
adv ertising expenses for any purpose other than conservation 
vill not be allowed in the future as a proper operating 
revenue deduc tion for rate-■aking purposes. 

The next adjust■ent ■ade by Staff witness Kent concerns a 
computer lease and �aintenance contract vhich vas ■odified 
during the test period because Public Serv ice purchased its 
computer equip■ent. As a result of the purchase, the 
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Company's ■onthly cash outlay rela tive to the contract 
decreased fro■ $6,348 to $2,6S3. St aff witness Kent 
testified that his adjust■ent cf $32,985 removes fro■ the 
test period the difference betvEEn the lease and ■aintenance 
expense included by the Co■pany an d the total annualized 
maintenance expense under the ■odified contract. 
Depreciation expense applicable to the purchased co■puter 
equipment vas included by the Cc■pany and ty the Staff. The 
Commission concludes that Staff witness Kent's adjust■ent of 
$32 ,985 is proper. 

The final item cc■frising the difference between the 
operation and ■aintenance exfense proposed by Co■pany 
vitness Flanag an an d Staff witness Kent is the adjustment 
m ade by staff vitness Kent to include $24,632 of interest on 
custo■er deposits in test-period operating revenue 
deductions. Staff witness Kent testified that his 
adjustment to include interest as an operating revenue 
deduction is consistent with his deduction of the custo■er 
deposits balance fro■ the allovance for vorting capital. Re 
sta ted that this treat■ent vill allow Public Service to 
recover only the cost of these custo■er supplied funds. The 
Co■■ission concludes that Staff vitness Kent's adjust■ent 
including in terest on custo■er deposits as an operating 
revenue deduction is proper and that this treat■ent allows 
the co■pany to recover only the cost of these custo■er 
supplied funds. 

The co■■ission concludes, after examining the evidence 
presented, that the proper level of operation and 
maintenance expense tc be included as an operating revenue 
deduction in this proceeding is $9, 824,631 . 

The next operating revenue deduction upon which the two 
witnesses disagree is depreciatiot expense. Co■pany witness 
Flanag an claimed $4, 011,693 of test-period depreciation 
expense vhile Staff witness Kent clai■ed $3,401,292 for a 
difference of $610,401. The difference results fro■ the 
Co■pany•s use of revised depreciation rates obtained fro■ a 
depreciation study prepared by Co■pany witness Bussell and 
evaluated by Staff vitness Nery. 

The co■pany initially requested approval of the 
depreciation rates reco■■ended in the study in Docket No. G
S, Sub 123. The Co■■ission issoed an order on OCtober 21, 
1976 in which approval of a sutstantial portion of the 
requested depreciation rates vas denied. Public service 
then petitioned the Cc■■ission for reconsideration of its 
Order in th at docket. The Co■■ission granted the petition 
for rehearing and ordered that Docket No. G-5, Sub 123 be 
consolidated vi th the curren t rate case (Docket No. G-5 , Sub 
I 19) • 

Company vitness Russell prepared the depreciation study 
and testified that his depreciation rate reco■■endations are 
higher for so■e plant accounts and lover for other plant 
accounts than the currently approved rates and that the 
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overall result of his frOfOfed depreciation rates is an 
approximate increase of IS� in annual depreciation expense. 
Mr. Russell testified that he tased his depreciation study 
on property mortality data revised for so■e accounts by a 
shorter economic life based on future gas supply of 25 
years. Re stated that the sop�ly of gas is a factor 
determining the economic life of Public Service's assets and 
that depreciation rates should te set on a 25-year maximum

remaining life for certain asfets. Whe n cross-examined on 
his choice of a 25-year remaining life, Company vitness 
Russell testified that neither be nor his fir■ had any prior 
experience in gas supply projections and that he relied on 
his general reading of utility trade journals as a basis for 
his deter■ination. He vas unable to cite specific 
publications or articles or any authoritati ve source which 
vould support a remaining useful life less than that 
determined fro■ property mortality da ta. 

Staff witness Nery evaluated the Co■pany•s depreciation 
study and testified on his depreciation rate 
recommendations. He testified that the Geological Estimate 
of Undiscovered Recoverable Oil and Gas Resources in the 
!!nited State_§ (Onit ed--States -Department of the Interior, 
1975) reported estimated production life at the 1974 level 
to be 36 to 51 years and that tased on this information no 
adjust■ent to mortality depreciation rates based on a 25-
year remaining gas supply vas necessary. 

The Commission recognizes that gas supply ■ay be a factor 
in determining the remaining economic life of Public 
service's existing plant an d also understands that Co■pany 
vitness Rossell vas not testify ing that the entire gas 
supply would be depleted in 25 years. Based on uncertainty 
of future gas supply, �r. Bussell recommended that 
depreciation rates be increased ncv to reflect that 
uncertainty and then modified in the future as gas supply 
estimates b ecome ■ore definite. The Coa■ission also 
recognizes the inequity to future gas custo■ers of having to 
pay in rates to recover depreciation expense vhicb should be 
recovered fro■ customers served in the present should the 
depletion of gas supply reduce the econo■ic life of Public 
Service's gas plant . However, it would also be inequitable 
f or present gas customers to pay i n  rates to cover higher 
depreciat ion expense based on 25 years of remaining gas 
supply should actual gas supply te available for 50, 75, or 
more years. Neither the Co■pany nor the staff-has, fro■ the 
evidence presented, established accurately the nu■ber of 
years of remaining gas supply, and in the absence of an 
authoritative estimate, the Co■■ission deems it 
inappropriate at this time to allov revision 01 depreciation 
rates based on 25 years• remaining gas supply. Therefore, 
the Co■■ission concludes that the depreciation rates 
reco■■ended by Staff witness �ery, which are based on 
mortality data, are proper for ose in this proceeding. 

The Commission will nov discuss the depreciation expense 
adjust■ents made by Staff vitness Kent which were based on 
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staff witness Nery•s depreciaticn rate reco■■endations. 
Staff vi tness Kent testified that the effect of his 
depreciation expense adjust■ents v as the re■oval fro■ test
period depreciaticn expense the a■ount of excess 
dep reciation included by the Co■pany in its filing over the 
depreciation a■ounts co■puted on the basis of Staff witness 
Nery•s recom■ended rates. F or all depreciable assets, 
excluding the LNG facility, Staff witness Kent reduced 
depreciation expense by $473,14�, or the excess of Company 
proposed end-of-period depreciation expense over the Staff 
computed end-of-period depreciation expense. Staff witness 
Kent reduced the depreciation e1pense applicable to the LNG 
facility by $137,259, or the excess of co■pany proposed end
of-period depreciation expense en this facility over the 
c011parable a■ount deter■ined by the Staff. The total 
depreciation expense reduction fro■ these adjust■ents is 
$610, 401 and is consistent vith the a■ount re■oved by Staff 
witness Kent fro■ the accu■ulated depreciation balance to 
determine the cost of net gas plant in service. The 
Commission has previously concluded that the Staff's 
depreciation rate reco■■endations are acceptable for use in 
this proceeding and therefore ccncludes that Staff witness 
Kent's depreciation expense adjust■ents applying those rates 
are proper. The Co■■ission further concludes, upon 
e xamination of the evidence presented , that the proper level 
of depreciation expense to be used in this proceeding as an 
operating revenue deduction is $3,401,292. 

The next operating revenue deduction upon vhich the tvo 
witnesses agree is taxes other than income. Both witnesses 
clai■ed $4,853,75 1 as the proper a■ount of taxes other than 
inco■e. The co■■ission has deter■ined, ullder Evidence and 
Conc lusions for Finding of Fact No. 9, that test-period 
other operating revenues should be reduced by $28,680, or 
the aaount of test-period trani:Ecrtation revenues related to 
533 gas. Since these revenues have been removed fro■ 
consideration in this rate cai:e proceeding, it is nece.ssary 
to reduce ta xes other than inco■e for the gross receipts tax 
applicable to these transportaticn revenues in the a■ount of 
$1,721 . The Commission concludes that the proper a■ount of 
taxes ot her than inco■e for use in this proceeding is 
$4,852,030. 

The final operating revenue deduction upon which the tvo 
witnesses disagree is inco■e 1axes. Co■pany vitness 
Flanagan presented $3,810,969 as test-period State and 
Pederal inco■e taxes vhile Staff witness Kent presented 
$4, 144,�36. The co■■ission has previously discussed and 
found proper the adjust■ents ■ade by Staff witness Kent 
which affected his co■putation cf State and Federal inco■e 
taxes and does not dee■ it necessary to repeat those 
findings here. However, the test-period State and Federal 
inco.ae tax expense ■ust be adjusted for the reduction in 
transportation revenues found proper under Evidence and 
Conclusions for Finding of F act No. 9. The gross receipts 
tax reduction a pplicable to th e $28,680 revenue decrease is 
$ I • 72 I , and the net taxable revenue decrease a■ounts to 
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$26,959. 'lhe State and federal inco■e tax reduction 
computed on this amount is $13,782 . The Coa■ission 
therefore concludes that the proper aaount of State and 
Federal inco■e tax expense inclnded in this proceeding as an 
operating revenue deduction is $4,130,754. 

Based on the testimony and evidence presented in this case 
discussed above, the Co■■ission concludes that the proper 
level of total operating revenue deduct ions is $46,925 ,122. 

EVIDENC E AND CONCLUSIONS FOB HNDI!iG OF FACT NO. 11 

Coapany vitness Brennan found the proper aaounts on March 
31, 1976 of debt and preferred stock to be $53,4 06,000 and 
$8,308,000, respectively. He aade no deter■ination of cost
free capital or coa■on equity. Brennan also presented 
hypothetical capital structure for year-end 1976 and 1977. 

The data furnished by tbe Coapany shoved cost-free capital 
and coa■on equity in the a■cnnts of $4,042,808 and 
$26,516,505, respectively. 

Staff vitness Currin agreed w it h  Brennan's amounts for 
debt and preferred stock. Currin accepted the figures in 
the data furnished by the Coapany for cost- free capital and 
co■aon equity vith an addition to the coaaon equity account 
representing unaaortized Federal InYestaent Tax Job 
DeYelopaent Credit. 

The Coaaission concludes that the proper percentage 
capital structure is as follows: 

Itea 

Debt 
Preferred stock 
C oaaon equity 
Cost-free capital 

Aaount 

$53, 406,000 
8,3 08,000 

27,597,000 
4,043,000 

P ercent 

57. 211
8.901

2 9.561 
4. 33ll

EVIDENCE AND CONCLUSIONS POB lINDIIG OP PACT NO. 12 

When the excess of fair value of the property, or rate 
base, over the original cost net investaent in the a■ount of 
$16,990,392 is added to the equity co■fonent of the capital 
structure, the resulting fair value capital structure is as 
follows: 

Debt 
Preferred stock 
Coa■on equity 
Cost-free capital 

Percent 

48.27" 
7.511 

40.5n 
3.65ll 
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EVIDENCE AN D CONCLUSIONS FOB IIHDIHG OF FACT HO. 13  

Co■pany witness Brennan calcul ated the e■�edded costs of 
Public Service's debt and preferted stock to be 7.07l and 
6.651 on !'larch 31, 1 976. Be also provided hypothetical cost 
rates for year-end 1976 and 197 7. 

Staff witness Currin agreed 1ith Brennan's calculations 
for the test year. 

Given that Brennan significantly overesti■ated the pri■e 
rate in developing projected cost r ates, those projected 
rates ar e precluded fro■ consideration by this Co■mission. 
The Commission concludes that the embedded costs of debt and 
preferred stock are 7.07l and 6.651, respectively. 

Com pany witness Brennan recc•■ended a return on equity of 
16.5"· Brennan utilized raw-eacnings /price ratios, adjusted 
earnings/price ratios, the bare rent theory, a comparable 
earnings study, and a regression based on AT&T to support 
hi s case for a 16.5ll return on equity. 

The regression, vhich see■s to be the foundation of 
Brennan's testi1ony, shovs a relationship between the debt 
ratio and the price/earnings ratio of AT&T. Brennan clai■ed 
this regression pro,ed that, for any co■pany, as the 
company's equity ratio decreased by IOl its cost of equity 
increased b y  • 23 I"· Brennan ■ultipli ed the • 23 I" times the 
difference in equity ratios of Public Service and the 
average of the Standard and Peers 425 Industrials. This 
product vas 8.5l which be then added to the average return 
on equity for the S&P 425, vhich vas 12.9". The result was 
21.4"· Brennan then deter■ined that Public Service was only 
751 as risky as the S&P 425. l!ultiplying 21" ti■es • 75 
yielded an indicated cost rate of 15.751 using the S&P 425 
Industrials co■parable earnings approach. After several 
other previously ■entioned studies, Brennan concluded that 
Public Service's ccst of equity �as 16.5l. 

Co■pany witness Sander£ testified that he believed a 
return on equity of 1 6.5l, as reco■■ended by Brennan, would 
be adequate. 

Staff witness Currin's application of the DCF techniqne to 
Public Service resulted in an indicated cost of equity of 
18.26"· Currin rejected that nu�er clai■ing that Public 
Service's high historical grovth rates vere not 
representative of what Public Service ■igbt experience in 
the future. Accordingly, he concluded that the application 
of  the DCF using historical grcwth rates vas inappropriate.

Currin then attempted a co■farison of the relative risks 
of Public Service as co■pared vitt Du ke Power co■pany and 
Carolina Power & Light co■pany. Be de■onstrated that Public 
Service had been less risky than toth CP&L and Duke over the 
past 10 years, as evidenced by the fact that Public Service 
enjoyed both a s■aller fluctuation in returns on equity and 
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a higher average return on equity than CP&L and Duke over 
the 10-year period. 

Though he agreed that Public service's volume of gas 
available has been curt ailed for the past six years, Currin 
asserted that, as a result of the five adjust■ent clauses 
(one of vhich specifically co■pensates for changes in 
volu■e) vhich North Carolina's natural gas distributors have 
available under present rules, there is no reason to believe 
that Public service 's relative risk position vould change in 
t he near future. He clai■ed that , consequently, the maxi■ ua 
return on equity for Public Service should te the cost of 
equity to Duke and CP&L. Using the DCP technique he found 
the average cost of equity, net of issuance expenses, for 
Duke and CP&L to be 12.931. Thus, he testified that the 
■axi ■um return on equity which could be alloved to Public
Service was 12.931.

In considering Brennan's testimony with regard to his 
regression of AT&T, this Com■ission stated in the final 
Order of Docket No . P-26, Sub 76 t hat it is skeptical of 
anyone's clai■s that the sole deter■inant of AT&T's cost of 
equity is its debt ratio. While a co■pany•s debt ratio does 
influence its cost of equity, it ignores other factors that 
might affect its cost of equit y. This precludes the 
consideration of !r. Brennan's regression developed for AT&T 
to arrive at a cost of equity fer Public Service. 

The Commission notes that of the 10 or 12 other cost rates 
produced by er. Brennan's several other studies none of the■ 
support his recommendation of  exactly 16.51. Mr. Brennan 
admits that "the exercise of judg■ent is essential ••• " It 
would seem, though, that he has used an approach that is too 
broad. 

Coapany witness Sanders supported !r. Brennan's contention 
that 16.51 vas a reasonable return on equity. However, 
fai lure to produce any supporting evidence for his 
contentions limits the Co■■issicn•s ability to rely on his 
testi■ony in an area where other witnesses were able to 
provide docu■entation fer their reccm■endations. 

In addit ion to the testi■onies of the various witnesses, 
this co■■ission must al so note that, while Public service 
seeks the sa■e return on equity that the Coa■ission awarded 
in February 1975, numerous changes have occurred within the 
Company, the regulatory environment, and the capital 
markets. Over the period February 1975 to February 1977, 
some of those changes vhich occurred are as follows: 

Public Service increased its equity ratio fro■ 22.s, to 
29.61 through retained earnings; 

Public service received a volume variation adjustment 
clause, an exploration surcharge clause, and a surcharge 
clause to recover the excess costs of emergency purchases; 
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The rate of inflation, as indicated by the ibolesaJ.e Price 
Index, dropped from 14.6l to approxi■at ely 5.Ol; 

The average cost of "EAA" rated utility l:onds dropped from
1 I .35l to 9.221;

The average yield on 3-■onth 1reasury Bills dropped fro■ 
5.8l to 4.7l; and 

The pri■e rate dropped fro■ approxi■ately 9.5l to 
approxi■ately 6.251.

The conclusions are obvious: The cost of capital bas 
dropped significantly in the past two years; Public Service 
has i■proved its co■■on equity ratio substantially; and the 
Company is relatively insulated from business risk by its 
adjust■ent clauses . Accordingly, the co■■ission concludes 
that a return on book co■■on equity of 13.25l is fair and 
reasonable. 

The Co■■ission takes notice of the opiru.on of the Supre■e 
Court of the State of North Carolina in State of North 
Carolina ex rel, Utilities Co■1ission, e t  a� Duke� 
CO!!!J!.gjlY 285 NC 377 (1974) wherein the follow ing state■ents 
concerning the level of the fair rate of return appear at 
Page 396: 

"The capital structure of the co■pany is a ■ajor factor in 
the determination of what is a fair rate of return for the 
co■pany upon its pr operties . There are, at least, two 
reasons why the addition of the fair value incre■ent to 
the actual capital structure of the co■pany tends to 
reduce the fair rate of return as co■puted on the actual 
capital structure. First, treating this incre■ent as if 
it were an actual addition to the equity capital of the 
co11pany, as we have held G.S. 6:;-133(b) requires, enl arges 
the equity component in relation to the debt co■ponent so 
th'a t the risk of the investor in co■■on stock is reduced. 
Second, the assurance that, year by year, in ti■es of 
inflation, the f air value of the existing properties will 
rise, and the resulting iocre1ent will be added to the 
rate base so as to increase earnings allowable in the 
future, gives to the investor in the co■pany•s co■■on 
stock an assurance of growth of dollar earnings per share, 
over and above the growth incident to the reinvest11ent in 
the business of the co■pany•s actual retained earnings. 
As indicated by the testi■ony of all of the expert 
witnesses, who testified in this case on the question of 
fair rate of return, this expectation of growth in 
earnings is an important part cf their co■putations of the 
present cost of capital to the co■pany . When these 
Matters are properly taken into account, the Coa11ission
may, in its own expert judg1ent, find that a fair rate of 
re turn o n  equity capital in a fair value state, such as 
North Car olina, is presently less than the a■ ount which 
the Co■■ission would find to te a fair return on the same 
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equity capital without considering the fair Yalue equity 
increaent." 

The Co■■ission, therefore, concludes that it is fair and 
reas onable to consider in its findings on rate of return the 
reduction in risk to Public Service's equity holders and the 
protection against inflation which is afforded by the 
addition of the fair value incre■ent to the equity co■ponent 
of P ublic Service's capital structure. Considering the 
current invest■ent ■arkets in which Public Service ■ust 
co■pete for debt and equity capital and the other testi■ony 
r elating to rate of return, the Co■■issi on concludes that a 
rate of return of 8.301 on the fair value of Public 
service's property used and useful in rendering natural gas 
utility service to its custo■ers in N orth Carolina is just 
and reasonable. Such a return on fa ir value will produce a 
return of 8.30� on fair value equity, including both book 
equity and the fair value incre■ent, which is just and 
reasonable. The actual return on boo k co■■on equity yielded 
by the r ate of return of 7.281 aulti plied by the fair value 
rate base is 13.501. 

The co■■issi on has considered the tests laid down by G.S. 
62-133(b) (4). The co■■ission concludes that the rates 
herein allowed should en able the Company to attract 
sufficient debt and equity capital fro■ the ■arket to 
discharge its obligations and tc achieve and ■aintain a high 
level of service to the public. 

EVIDEIIICE AllD CONCLUSIONS FOB fllitlllG OF PACT BOS. 14 ABD 15 

The following schedules su■aarize the gross revenues and 
the rates of return which the Co■pany should have a 
reas onable opportunity to achie,e, based upon the increases 
approved herein. Such schedules, illustrating the Co■pany•s 
gross revenue require■ents, incorpora te the findings, 
adjust■ents, and conclusions heretofore and herein ■ade by 
the Co■aissi on. Based on the evidence offered that no sales 
to interruptible custo■ers under the nor■al rate schedules 
occurs in the profor■ed test year, the Co■■ission finds that 
a flat rate of Sl.80 fer BCP should be i■posed on sales to 
interruptible custo■ers. This will si■plify the computation 
of  the VVA P when supply forecasted for 12 ■onths is greater 
than that established in this rate case. The rates 
deter■ined to be just and reasonable are set fort h in 
Appendix A. 
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SCBHOLI I 
PUBLIC SERVICE COIIP ANY OF NCBTH CAROLINA, IN C. 

DOCKET NO. G-5, SOBS 119 an d 123 
STATEIIENT OF 6ETURN 

TVElVE IIONTHS ENDED IIARCB 31, 1916 

Present 
Bates 

Increase 
!ucoved

After 
Approved 
In crease 

OP ERATING REV EN U ES 
Gas Sales S 53,949,016 $1,424,311 $55,373,321 
Other Opecating 

Revenues 191,112 90.000 281,112 
Total Operating 

Revenues 54,140,128 1,514,311 55,654,439 

OPERATING REVENU] 
DEDUCTIONS 

Purchased Gas 
Operation and 

Naint. Expense 
Depreciatio n 
Taxes - Other 

24,716,415 

9,824,631 
J, 4 01 ,2 92 

Th an Inco■e 4,852,030 90,859 
Inco■e Taxes -

State & Federal -�L-2� _ 121.669
Total Oper ating 

Revenue Deductions 46,925,122 818,528

24,716,415 

9,824,631 
3,401,292 

4,9 42,889 

4.858.423 

47,743,650 

Net Operating 
Inco■e Poe Return $ 7,215,006 $ 695,183 $ 1,910,189 
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INVESTl'IENT IN GAS 
PLANT 
GasPlant In 

GAS 

Service SI 14,500,5!:2 
Less: Accumulated 

De preciation_(27, 24 6
1 939) 

Net Investaent In 
Gas Plant In Service_87-&253,6.Ll 

ALLOWANCE FOB 
WORKING CAPITAL 
Cash 1, 237,646 
!!aterials & 

Supplies 3, 766,788 
l'lini■u■ Bank 

Balances 2,000,000 
Average Pre-

pay■ents 223,9i3 
Less: Average 
operating Tax 
Accruals (2,167,767) 

custom er 
Deposits I 6 I 8-&3 09) 

Total Allowance For 
Working Capital ..L.....!!.-&442

1
311 

N et Invest■ent In Gas 
Plant In Service Plus 
Allowance For 
Working Capi tal $ 91,695,944 

Pair Value Rate Base $108,686,336 

Rate of Return on 
Fair Value Rate Base 6.64l' 

----====-==== 

$114,500,552 

_J27 « 246,939) 

87,253,6!3 

1,237,646 

3,766,788 

2,000,000 

223,973 

( 2, I 67,767) 

__J_6 I 8,309) 

$ 4,442.33( 

$ 91,695,944 

$108,686,336 

7. 28l'
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S CBEDOLI lI 
PUBLIC SE RVICE C O�PANY OP NOFTH CAROLINA, INC. 

DOCKE T NO. G-5, SUES 119 and 123 
TWELVE KONTBS E NDED �ARCH 31, 1976 

Pair Value 
Fate Ease 

!iatio 
__ L_ 

E■bedded 
C o st or 
Return on 

co■■on 
_!guity 

Net 
Oper ating 
Inco■e 

Capitalizatio n Present R�!�s - Pair Value Bate Base 

Long-ter■ debt 

Preferred and 
preference stock 

Cost-free capital 

Common equity 

S 52,459,250 48.27 

a,160,939 7.s1

3,970,434 3.65 

Book $27,105,321 2 4. 94 
Pair value 

incre■ent_!6
1

990
1 39l 

Total 

44,095,713 -..!!..Q....21

s1oa,686,J36 100.00 
=-=========== 

7.07 

6.65 

6. 72

$3,708,869 

542,702 

-1.L963,435 

$7,215,006 

__ A�oved Bate s - Fair Value Bate Base 

Lon g-ter■ dett 

Preferred and 
preference stock 

$ 52,459,250 48.27 

Cost-free capital 

co■■on equity 
Bo ok $27,105,321 
Fair value 
incre■ent_..L6,9901 39l 

8,160,939 

3,970,434 

7. 5 I 

3.65 

24.94 

Total 

_4 !:!.&2.hl.LJ -�21

$108,686,336 100.00 

7 .07 $3,708,869 

6.65 542,702 

8.30 3,659.218 

$7,91 0,789 
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EVIDENCE AND CONCLUSIONS F06 FINDING Of PACT NO. 16 

The Co■■ission, in its Order of February 13, 1975 in 
Public service's last general rate ca se, Docket No. G-5, sub 
102, approved a volu■e variation adjust■ent factor to track 
increases and decreases in the ■argin tetween gross revenues 
l ess the applicable gross receiftS ta1 and the cost of gas
vhich vas produced by changes in the curtail■ent of gas 
supply. The volu■e variation adjost■ent factor vas ■odified
b y  subseque nt Orders of the Co■■ission. Company vitness
Dickey stated that, due to the constantly changing gas
supply, this type of rate is the cnly rate that is fair to 
both the ratepa yer an d to the Company and that the co■pany
proposes that the Co■■ission continue the application of the
volume variation adjust■ent factor in the future (TR Volu■e
III, P 97). The cc■■issicn ccncludes that the volu■e
variation adjustment factor is a reasonable and necessary
rate-making tool due to the continuing uncertainty of the 
gas supply situation. The cc■•ission therefore concludes
tha t the volu■e variation adjust■ent factor should continue
to be a part of Public service's rates.

The Co■■ission further ccncludes that 
revenues, gross receipts tax, cost of gas, and 
to be used in the VVAF are as fcllovs: 

the volu■es, 
base ■argin 

Total supply 
Less: Co■pan y use 

Unaccounted for 
Total "CF sales 

"ini■u■ bill volumes (ftCP)

VOLOftES 

63,920 
110101548 

ftCF 
25,551,2 45 

1,082.468 
24,468,777 

16,089 

Revenues, Cost cf Gas, Gross 
Receipts Tax and Base ftargin

Gas sales revenues 
Less: Cost of gas 

Gross receipts tax

Base ■argin 

Aaount 
$55�373,]27 

24 ,716 ,415 
3,322. 400 28.038.8!5 

$27,334,512 

C088ENTS ON LOAD GROWTH 

There has been substantial argu■ent on the policy 
concerning load or custoaer grcvth in both the Public 
Service rate case and fied■ont•s. The Attorney General and 
Int ervenors Brick Association and textile ftanufacturers have 
all e1pounded their vievs that, in the present situation, 
Public Service should refrain fro■ connecting nev custo■ers. 
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In the Co■■ission•s Order ic Docket No. G-t00, Sub 21 of 
"ay 6, 1975, we stated that "to the extent required for 
replacement of lost loads (i.e., to offset attrition) the 
following new services shall be allowed, •• " The Order 
established the 12-■onth period ended eay 1975 as the base 
and allowed co■panies to ■aintain up to 1021 of the R and Q 
priority volu■e based on the 12 ■cntb s ended �y 1975. 

Implicit in the Ordering Paragraphs of the afore■entioned 
Order was the likelihood that, at some point in the future, 
the FPC ■ight adjust or "rcll-over" the base '72-173
custo■er data with which the FPC allocates the T ransco gas 
supply. I f  you assu■e that the FPC will not ■odify its 
priorities for allocation of natural gas and, we at the 
State level allow the deterioration o f  the high priority 
market to occur, our State bas the distinct possibility of 
being allocated less gas, should a revision of base period 
be made. 

The Co■■ission•s Order in Docket No. G-100, Sub 21 dated 
May 6, 1975 allowed the co■panies to ■aintain a wstatus guo" 
in R and Q priorities as far as volu■es are concerned. It  
allowed custo■ers in these high priority categories to be 
added in order to offset attrition. It also per■itted a way 
in w hich the gas utilities could, in part, live up to their 
public utility obligation to serve. 

Inas■uch as this ■atter affects all natural gas utilities 
and users, the Co■mission on January 18, 1977 issued an 
Order Reopening Docket an d Setting Bearing in Docket No. G
I 00, Sub 21 en load growth policy. A hearing is set to 
begin on April 5, 1977. this ratter should be decided in 
that docket. 

IT IS, THEREFORE, OBD!BED as fellows: 

t. That the application cf Pub lic Service to increase 
its rates and charges is approved only to the extent of 
producing additional annual gross revenues not exceeding 
St,514,311 consistent with the frE■ises of this Order. To 
the extent that the proposed increases exceed this a■ount, 
the sa■e are disallowed. 

2. That Public Service shall file on one day's notice 
appropriate tariffs consistent with this Order and the r ate 
increases found to be just and reasonable in accordance with 
Appendix A attached hereto. 

3. That the volu■e variation adjust■ent factor as 
approved in Docket No. G-5, Sul: I 02 and as ■odified in 
subsequent Orders of the Co�■ission shall continue to be a 
part of Public service•s rates and charges. 

ISSUED BY CRDER OF TB! CO88ISSION. 
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T his I Ith day of February, 1977. 

NORTH CA �OLINA OTILITIBS COIIIUSSION 
(SEAL) KatherinE 11. Peele, Chief Clerk 

Note: Por Revised Appendix A, ccrrec ted by Order dated 
February 18, 1977, see officia 1 Order in the Office 
of the Chief Clerk. 

DCC KET NO. G- � I , SUB I 7 5 

BEPORE TBE NORTH CAROLINA OTILI'JIES COIIIIISSION 

In the llatter of 
Application of North Carolina Natural 
Gas corporation for Authcrity tc Issue 
and Sell $12,000,000 Principal Amount

of its Fi rst llortgage Pipeline Eond� 
8-3/41 Sinking Fund Series, due
September I, 1992

ORDER GRANTING 
A UT HORITY TO ISSOE 
AND S ELL FIRST 
IIORTGAGE BONDS 

This cause co■es before the Commission upon an application 
of North Carolina Natural Gas corporation (hereinafter 
referred to as Applicant), filed under date of Septe■ber I, 

1 977, through its ccunsel, llcCcy, Weaver, Wiggins, Cleveland 
6 Raper, Fayetteville, North carclina, vherein authority of 
the Co■■ission is sought as follovs: 

I. To issue and sell to institutional investors for
cash, at the par value thereof ,  s12,ooo,ooo principal
a■ount of its First Mortgage Pipeline Bonds, 8-3/41
Sinking Pund Series, due Sefte11ber I, 1992;

2. To execute a Bond Furchase 
institutional investors; and

Agreement vith 

3. To execute and deliver tc the Trustees, a Fourth
Supplemental Indenture dated as of Septe11ber I, 1977,

to sec ure pa yment of the Bonds.

FINDINGS OF FACT 

1. The Applicant is a Delaware corporation authorized to 
do business in the State of North Carolina; operating under 
a Certificate of Convenience and Necessity granted by this 
Com mission on Dece■ber 7, 1955, as amended by or ders dated 
March 27, 1959, and Septe■ber 14, 1967, authorizing it to 
enga ge in the transmission and distribution of natural gas 
to certain areas in the State; and is a public utility as 
defined in Article I, Chapter 62 cf the General statutes of 
North Carolina. 

2. The
compensation 
off points 
lloores ville, 

Applicant trans11its piped natural gas for 
via 831 ■iles of pifeline fro■ three (3) take
on the TTanscontinental Gas Pipeline near 

North Carolina, Pleasant Hill, North Carolina 
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and A hoskie, North Carolina, into thirty-two (32) counties 
of south, central and eastern North Carolina. 

3. The
syste■s in 
municipal 
nount, all 

Applicant operates forty-three (43) distribution 
urban com■unities and sells at wh olesale to 
systems in nonroe, Wilson, GreenYille and Rocky 
of North Carolina. 

4. As of the date of filing its Application, the 
Applicant's total authorized capital stock consists of 
3,000,000 shares of co■■cn stcck, S2.SO par value, of which 
1,700, 288 shares are outstanding. As of the date of filing 
its Application, th e Applicant had long-ter■ debt in the 
a■ount of S9,52t,000. 

5. The Applicant nov proposes to issue and sell at par, 
subject to the approv al of the commission, s12,ooo,ooo 
principal amount of its First "ortgage Pipeline Bonds, 8-
3/4J Sinking Fund Series, due September I, 1992, to eight 
institutional investors, under the terms and proYisions of a 
proposed Bond Purchase Agreement filed vith its Application 
as Exhibit A and substantially in the for■ as set forth in 
said Fourth Supple■ental Indentcre being an e xhibit to the 
aforesaid Bond Purchase Agreement. 

6. The proposed sale of the Bonds vas arranged in 
priYately negotiated transacticns between the Applicant and 
the purchasers in which the Applicant vas represented by 
Kidder, Peabody & Co., invest■ent bankers; that the p roposed 
interest rate of 8-3/4J per annum compares favorably vith 
interest rates obtained by si■ilar natural gas utilities 
issuing First nortgage Pipeline Eonds vith si■ilar ter■s in 
the current ■arket. 

7. The Applicant represents that a co■■ission of $90,000
will be paid to Kidder, Peabody & co. for placing bonds vith 
the institutional investors na■ed in its Application and 
that the Applicant vill further te responsible for fees and 
ex penses in the esti■ated a■ount cf $65,000. 

8. The Applicant further refresents that the proceeds to
be realized from the sale of the Bonds vill be used to 
retire approximately $9,200,000 in bank loans which loans 
were used for construction of cafital assets, i.e. additions 
to its distribution syste■s, additions to its transmission 
system and additions to its general plant. The balance of 
the proceeds to be realized from the sale of the Bonds will 
be used to repay a portion of the Applicant's ■aturing First 
"ortgage Bond indebtedness. 

CONCLOSICNS 

Fro■ a review and study of the Application, its supporting 
data and other infor■ation in the Co■■issi on•s files, the 
commission is of the opinion and so concludes that the 
transactions herein profosed are: 
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(a) Por a lavful object vith the corporate purposes of 
the Applicant.

(bl Co■patible vith the public interest.

(c) Necessary and appropriate for and consistent vith the
proper performance by Applicant of its serv ice to the
public and vill not impair its ability to perfor■
that service; and

(d) Reasonably necessary and appropriate for such 
purposes.

IT IS THEBEPOR E, ORDERED, TBA1: 

I. The Applicant t:e, and it is hereby authorized, 
e■povered and permitted under the ter■s and conditions set 
forth in the Application and its supporting data to issue 
and sell $(2 ,000,000 principal a■ount of its Pirst "ortgage 
Bonds, 8-3/4l sinking P und series, due Septe■ber I, (992, by 
means of a negotiated transaction to eight institutional 
investors a t  (OOl of the principal a■ount thereof. 

2. The net proceeds to t:e derived fro■ the sale of the
Bonds shall te devoted to the purposes set forth in the 
Application. 

3. The Applicant shall file vi th the Co■■ission, vhen
available in final for■, one ccnfor■ed copy of the Bond 
Purchase Agreement as executed between the Applicant and 
each of the eight institutional investors and of the Fourth 
Supple■ental Indenture as executed between the Applicant and 
The First N ational Bank of Chicago and Willia■ K. Stevens 
(successor to Coll Gillies), Trustees .  

4. The Applicant
expenses in connection 
Sinking Fund Series 
Application and as set 

is authorized to incur and pay the 
vith the issue and sale of the 8-3/4l 
Bonds in the a■ounts estimated in the 
forth in the above Findings of Pact. 

5. Within sixty (60) daJs after the delivery and 
purchase of the $12,000,000 principal a■ount of the 8-3/4l 
Sinking Fund Series Bonds, the Applicant shall file vith 
this Com■ission, in duplicate, a verified report of actions 
taken and transactions consummated pursuant to the authority 
herein granted. 

6. Nothing in this Order shall be construed to deprive
this Com■ission of any of its regulatory authority under the 
lav. 

ISSUED BY ORDER OF THE COftftISSICB. 
This the (5th day of Septe■ber, (97 7. 

BOiTB CAiOLIBA UTILITIES COftftISSIOB 
(SEAL) Katherine ft. Peele, Chief Clerk 
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DOCKET NO. G-9, SOB 172 

BEFORE TBE NORTH CAROLINA UTILITIES CO!!ISSIO N  

In the Matter of 
Application of Piedmont Natural Gas 
Company, Inc., for Authority tc Issue 
and Sell $30,000,000 of I Deben

tures, Series Due Augustj997 

) ORDER GBAHTING 
) AUTHORITY TO ISSUE 
) ANO SELL DEBENTURES 
) 

This cause co■es befcre the Co■aission upon a petition of 
Pied■ont N atural Gas Co■pany, Inc. (the "Co■pany"), filed 
under date of August 9, 1977 by its counsel, Brooks, Pierce, 
Mclendon, Bu■phrey 6 Leonard, GrEensboro, North Carolina, 
wherein the Co■■ission is requested to issue an order 
authorizing, e■povering and per■itting the Co■pany: 

I. To issue and sell $30,000,COO principal a■ount of I 
Debentures, series Due August 1997 (the "Nev 
Debentures") to a group cf underwriters represented 
by aerrill Lynch, Pierce, Penner 6 S■ith Incorporated 
as contemplated by  the proof of the purchase 
agreement attached to the petition and upon the teras 
and cond itions set forth in the petition; 

2. To execute and enter into and deliver to Citibank,
N.A., as trustee, a Fifth Supple■entai Indenture in
the for■ attached to the petition with such changes
as the officers of the Co■pany ■ay approve;

3. To execute and enter into a purchase agreeaent for 
the sale of $30,000,000 �rincipal a■ount of the Nev
Debentures vit h Merrill Lynch, Pierce, Penner & Saith

Incorporated as representati ve of the several
underwriters in the for, attached to the petition
vith such changes as the officers of the co■pany ■ay
approve; and

4. To apply the proceeds fro• the sale of the Nev
Debentures as set forth in the petition.

FINDINGS OF FACT 

1. The co■pany is incorFctated under the lavs of the
State of Ne v Yorlt and is duly authorized by its Certificate 
of Incorporation to engage in the business of transporting, 
distributing and selling gas outside of the State of Nev 
York. It is duly do■esticated and is engaged in conducting 
the business above ■entioned in the States of North Carolina 
and south Carolina. It is a putlic utility under the lavs

of this State and its public utility operations are subject 
to the jurisdiction of this Co■■ission. 

2. The Com■ission has previously granted the Co■pany a
Certificate of Public Convenience and Necessity authorizing 
i t  to acquire certain gas franchises and properties in the 
State of North Carolina. The Cc■�any nov holds franchises 
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and is furnishing natural gas to custo•ers in 42 cities and 
towns located in 14 counties in North Carolina. 

3. The Company's capitalization a t  June 30, 1977, and as
adjusted at that date to r eflect the sale of the New 
Debentures is as set forth in Exhitit A to the petition. 

4. In order to facilitate, improve and extend its 
services, the Comi:any spent $25,388,263 ($20,282,765 in 
N orth Carolina) during the period Janu ary I, 197 3 through 
June 30, 1977 and the Coai:any proi:oses to spend, in carrying 
out its program of constrncticn and extension of services, 
approxiaately $6,200,000 during the year 1977. 

5. The Co■pany proposes to issue and sell to the public 
$30,000,000 principal a•ount of _J Debentures, Series Due 
August 1997 through a group of underwriters represented by 
�errill Lynch ,  Pierce, Fenner & Smith Incorporated pursuant 
to the terms of the purchase agree•ent (the "Purchase 
Agreement") attached to the petition. The purchase price 
for the Nev Debentures to te paid to the Co■pany by the 
underwriters vill be determined by agree■ent between the 
Company and the representative of the underwriters 
i■mediately preceding the sale thereof and vill be expressed 
as a percentage of the principal a■ount of the New 
Debentures, plus accrued interest fro• August I, 1977 to the 
date of payment and delivery.  

6. It is 
underwr iting 
approxi■atel y 
the issuance 
approxiaatel y 

estimated that the expenses (excluding 
discounts and commissions estimated at 

$262,500) to be incurred in connection vith

and sale of the Nev Debentures will be 
$200,000. 

7. The proceeds fro• the sale of the Nev Debentures vill
be used as set forth under the caption "Application of 
Proceeds and Construction Progra 1111 in Exhibit A to the 
petition. 

CONCLOSJONS 

From a review and study of the application, its supporting 
data and other inforaation in the Coa■ission•s files, the 
Commission is of the opinion and so concludes that the 
transactions herein proposed are: 

1. For a lawful object within the corporate purposes of
the Co■pany;

2. Coapatible with the public interest;

3. Necessary and appropriate for and consistent with the
proper perforaance by Co■pany of i ts service to the
public and will not iapair its ability to perfor■
that service; and 
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4. Reasonably
purposes. 

necessary and appropriate for such 

IT IS, THEREFORE, 
Company, Inc., be, and 
and per■itted under 
the petition: 

CRDEBEC, th at Pi ed■ont N atural Gas 
it hereb y is authorized, e■povered 
the ter■s and conditions set forth in 

1. To issue and sell $30,000,000 of the Nev Debentures
to a group of underwriters r epresented by Kerrill
Lync h, Pierce, Fenner & s■ith Incorporated as
conte■plated by the proof of the Purchase Agree■ent
attached to the petitioD and upon the ter■s and
conditions set forth in the petition;

2. To execute and enter into and deliver to Citibank, 
B.A., as trustee, a Fifth Supple■ental Indenture in 
the for■ attached to the petition vith such changes 
as the officers of the Cc■fany ■ay approYe; 

3. To execute and enter into the Purchase Agree■ent for
the sale of $30,000,000 principal a■ount of the Nev

Debentures vith "errill Ly nch, Pierce, Penner & Saith

Incorporated as representative of the several 
underwriters in the for■ attached to the petition
vith such changes as the offic ers of the Co■pany ■ay
approve;

4. To apply the proceeds fro■ the sale of the Bev 
Debentures as set forth in the petition; 

5. To amortize the call pre■iu■ of the 10-l/4i Bonds and
issuance expense of the Nev Debentures o ver the 20-
year life cf the Nev Debentures as prescribed under 
the unifor■ Syste■ of Accounts for Natural Gas 
Co■panies (18 CFR Part 101 (1976)). 

6. To file vith this Cc■■issicn, ■hen available in final
for■, one copy of the Purchase Agree■ent and one copy
of the Fifth suppleaental Indenture;

7. To file vith this Co■■ission, in duplicate, a
verified report of actions taken and transactions
consu■■ated pursuant to the authority herein granted
within a period of sirty (60) days following the
co■pletion of the transactions authorized herein; and

8. To file vith this Co■■ission, in the future, a notice
of negotiati ons of short-ter■ bank notes setting
forth the principal a■ount thereof, the rate of
interest and the date of ■aturity; provided, however,
that the sale of the Ne■ Debentures shall not be
consu■■ated until this Cc■■ission shall be notified
of the interest rate and the public offering price of
the Nev Debentures and the price to be paid to the
Co■pan y vith respect to the sale of the Bev

Debentures and until this Co■■ission shall notify
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Pied■ont Natural Gas Co■pany by Western Onion TWX of 
its approval of said interest rate, public offering 
price and price to be paid to the Co■pany. 

I SSUED BY OBDER OF THE COIU!ISSION. 
This the 19th day of August, 1977. 

(SEAL) 
NOiTH CA60LINA UTILITIES COlll!ISSION 
Katherine II. Peele, Chief Clerk 

DOCKEl NO. G-5, SOB 131 

BEFORE THE NORTH CAROLINA OTILITl!S co""ISSION 

In the "atter of 
Application of PUBLIC S FRVIC! COl!PANY OF 
NORTH CAROLINA, INCORPORATED Por Authority 
to Issue and Sell 200,000 Shares of its 
Cumula tive Preferred Stock, 8� Series of 
1977, Having Par Value cf $25 Per Sha re 

) OR DER GRANTING 
) AOTHOBITY TO 
) ISSUE ARD SELL 
) SRCORITIES 
) 

T his cause co■es before the Cc■■ission upon an Application 
of Public Service Co■pany of North Carolina, Incorporated 
(Co■pany), filed under date of !la y 19, 1977, through its 

Counsel, l!ullen, Holland 6 Harrell P. A., Gastonia, North 
Carolina, wherein approval of the Co■■ission is sought as 
foll.ows: 

To issue and sell 200,000 shares of its Cu■ulative 
Preferred Stock, 8J Series of 1977, having the par value 
of $25 per share, in a Frivate placement to six 
institutional investors for cash at IOOJ of the par value 
thereof. 

FINDINGS OF FAC T 

I. The Co■pany is a North Carolina corporation owning 
and operating in North Carolina gas trans■ission lines, 
d istribution syste■s, services and other facilities 
necessary and proper for furnishii:g and deli veting natural 
gas to the public within the territories authorized by this 
co■■ission; is a public utility as defined in Article I of 
Chapter 62, General Statutes (G. s. 62-1 - G. s. 62-4) of 
Borth Carolina; and is subject to the jurisdiction of the 
North Carolina Utilities Co■■ission. 

2. As of the date of filing of the Application, the 
Company had $7,000,000 principal a■ount of short-ter■ notes 
that bad been issued to banks as of !!arch 31, 1977 and are 
still outstanding for ■oney required for construction of 
lines, syste■s, services, equipment and facilities. During 
the period fro■ October I, 1975 and ending Dece■ber 31, 
1976, the c o■pany expended the aggregate su■ of SI0,268,522 
on constructi on of lines, syste■s, services, equip■ent and 
facilities. The entire proceeds of $7,000,000 of said notes 
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cost of said 

The balance of the aggregate cost of sai d construction vas 
paid ft"om funds generated by the net proceeds from the 
Applicant's most recent financing referred to in Paragraph 
Eleventh of the Application, the applica tion for and the 
orde r authorizing such last financing being of record in 
Docket No. G-5, sub I 15, of this Commission. 

J. Applicant proi:oses to file in the Office of the
Secretat"y of State of North Carolina a Statement of 
Classification of Shares estab1ishing a nev series of the 
c umula ti ve Preferred stock of Applicant to Consist of 
200,000 shares, par value cf $25 per share, designated as 
11cumulati ve Preferred Stock, 8'.C series of 1977", and fixing 
the relative rights and preferences of the Cumulative 
Prefer red Stock, 8% series of 1�77, in respect of which the 
shares of such series may vary from shares of other series 
of the Cumulative Preferred Stock. A copy of this Statement 
of Classification of Shares substantially i n  the form in 
which it will be so filed was presented vith the Application 
as Exhibit B .. 

I.I. Applicant proposes (a) to issue and sell 200,000 
shares of its Cumulative Preferred Stock, 8% Serie� of 1977, 
par value of $25 per share, by mea ns of an already 
negotiated transaction to six institutional investors, for 
cash at 100% of the par value thereof, aggregate purchase 
price being $5,000, OOO: and (b) in c onnection with said 
proposed issuance and sale to execute and enter into with 
each of the s ix insti tutional purchasers a Purchase 
Agreement substant ially in the form presented vith the 
Application as Exhibit ,C. 

As per data filed with the application (Exh ibit F) the 
First Boston corporation made extensive efforts to place the 
200,000 shares of cumulative Preferred stock during early 
April 1977 with a 7.7/Bi dividend rat e but vas unsuccessfUl, 
however, 6 of the institutions cut of the qq contacted did 
agree to an 8% rate vhich was accepted by the Company 
subject to approval of the North Carolina Utilities 
commission. 

5. The Company proposes to issue and sell said 
additional share of its CumulativE Preferre d stock for the 
purpose of paying off in part the $7,000,000 principal 
amount of sh ort-term notes that had been issued by the 
company to banks as of Har ch 31, 1977 and are still 
outs tanding. 

6. The company estimates that it will incur expenses of
approximately $125,000 in connection with the issuance and 
sale of the additicnal shares of its cumulative Preferred 
Stock. 
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CONCLUSIONS 

Prom a review and study of the Application, its supporting 
data and other information in the Commission's files, the 
Commission is of the opinion and so concludes that the 
transactions herein pcoposed are: 

(a) For a lawful object within the corp orate purposes of 
the company; 

(b) compatible with the putlic interest;

(c) Necessary and appropriate for and consistent with the
proper perfocmance by the Company of its service to
the public and will n ot impair its ability to perform
that service;

(d} Reasonable necessary and appropriate for suc h
purposes.

IT IS, THEREFORE, ORDERED THA1: 

I. The Company is authorized and permitted to issue and 
sell 200,000 shares of its authorized but onissued 
cumulative Preferred Stock, 8% Ser ies of 1977, having the 
par value of $25 per sha:ce and such preferences, limitations 
and relative rights as set forth in the Charter of the 
company and the form of the st atement of Classification of 
shares presented as Exhibit B to the Application, to six 
institution al investors pursuant to the terms and conditions 
of a Purchase Agreement substantially in the form presented 
as Exhibit C to the Applicaticn for cash at 100% of the par 
value there of, a ggregate gross proceeds to the Company being 
$5 ,ooo ,ooo .. 

2. The company is authorized to incur and pay the
expenses in connection with the issuance and sale of sa id 
additional shares of cumulative Preferred Steck, which ar e 
estimated by the Company in the Application and in the 
amount as set forth in the above Findings of Pact; 

3. The net proceeds to be derived from the issuance and
sale of said additional sha res of Cumulative Preferred Stock 
shall be used by the Company for the purpose s et f orth in 
t he above F indings cf Fact; 

4. The company sh all file with 
available in f inal form, one conformed 
Agreement as executed between the 
ins ti tuti onal investors and of 
classification of Shares as filed 
State of North Carolina. 

this•Coumission, when 
copy of the Purchase 
C omfany and the six 
the Statement of 
vitb the secretary of 

5. Within sixty (60) days after the delivery and 
purchase of the 200,000 shares of cumulative Preferred 
Stock, 8% Series of (977, the Ccmpany shall file with this 
commission, in d uplicate, a verified report of actions taken 
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and transactions consummated pursuant to the authority 
herein gr anted; 

6. 
this 
lav: 

Nothing in this Order shall be  con strued to deprive 
commission of any of its regulatory authority unde r the 

ISSUED BY ORDER OP THE CONHISSION. 
This the 31st day of Hay, 1977. 

(SEAL) 

NOETH CAEOLINA UTILITIES COMaISSION 
Katherine H. Peele, Chief Clerk 

DCCKE'l NO. G-21, SUB 170 

BEFORE THE NOBTH CAROLINA UTILITIES COHftISSION 

In the Hatter of 
Application of North Carolina Nat ural 
Gas corporation for an Adjust•e�t of 
its Rates and Charges to Recover a 
Portion of its costs of Exploration in 
Approved Pr ograms 

) ORDER APPROVING 
) TRACKING INC REASE 
) AND DISCHARGING 
) UNDERTAKING 

) 

HEARD IN: Commission Bearing Room, Dobbs Building, Second 
Floor, 430 North Salisbury Street, Raleigh, 
North Carolina, on Joly 29, 1977, at 9:30 A.H. 

BEFORE: Chairman Tenney 
Commi ssioners Ben 
Leigh e. H a■11ond, 
Winters 

I. Deane, Jr., Presiding; and
E. Roney, Robert K. Koger,
Bobert Fischbach, and John w.

APPEARANCES: 

For the Applicant: 

Donald W. McCoy, HcCoy, Ne aver, Wiggins, 
Cleveland and Raper, P. o. Box 2129, 222 Maiden 
Lane, Fayetteville, florth Carolina 28302 

For the Using and Consuaing Public: 

Jesse c. Brake, Assistant 
North Carolina tepartment of 
629, Raleigh, North Caro1ina 

For th e Public Staff: 

Attorn ey General, 
Justice, ·P. o. Box 

27602 

Robert F. Page, Assistant Staff Attor ney, 
Carolina Utilities Commission, P. O� Box 
Raleigh, Herth cacclilla 27602 

North 
991, 
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Por the Commission Staff: 

Antoinette R. Wike, Associate Commission 
Attorney. North Carolina Utilities Commission, 
P. o. Box 991, Raleigh, North Carolina 27602

For the Intervenor: 

William 
Sanford, 
Box 389, 

H. ttccullough and Charles c.
cannon, Adams and sccullough,
Haleigh, North Carolina 27602

l!eeker, 
P. o.

Anthony E. Cascinc, Jr., CP Industries, Inc., 
Salem Lake Drive, Long Grove, Illinois 60047 
For: CF Industries, Inc. 

BY THE CO�MISSION: on June 26, 1975, in Docket No. G-100, 
Sub 22, the Commission issued an Order Establishing Natural 
Gas Exploration Rules setting  forth the manner in wh ich gas 
ut ilities p articipating in comsission-approved exploration 
programs voul.d be al loved to track their costs for 
exploration and develqpment. 

On December 11. 1975. the Commission issued a fucther 
order in Docket No. G-100. sub 22. providing that 
participation in the financing of such ventures be in the 
ratio of 75" customer funds and 25" stockholder funds. 

On June 1. (977. North Carolina Natural Gas corporation 
(NCNG or the company) filed an apEliCation and exhibits in 
the above-captioned docket seeking to recover or track. 
thro ugh a surcharge effective July 1. 1977. 75% of its costs 
incurred during the six months ended March 31, 1977, in 
exploration and development ventures heretofore approved by 
the commission. The total amount sought to be r€covered by 
NCNG,. after adding income tax paynents and interest costs 
and deducting ove rcollect.ions from Docket No. G-21,. sub 162,. 
and revenues of $17 ,- 995 from total expenses ,. is $1,841,299. 
In order to recover this amount during the six months ending 
December 31, 1977 ,. NCNG proposed to increase its rates by 
$. I 5 I 2 per Mcf. 

on June 9 ,- 1977, the Attorney General fi1ed Notice of 
Intervention in the matter, and by Order issued June 16 ,-

1 977, the Commission recognized said Intervention. On June 
IO, J 977, the Attorney Genera1 fi.led a Motion for 
Declaration of Scope of Case, Hearing ,. Notice and Suspension 
of Proposed Rates. By Order issued June 20, 1977 ,. the 
commission set the matter for hearing on July 28, 1977 ,. upon 
pub1ic notice and suspended the proposed rates p ending the 
•tiling of an Undertaking to refund any amounts collecte·d
thereunder which might ultimate1y be found unjust and
unreasonable by the commissicn. The commission also
declared the proceeding to be a case confined to the
reasonableness of a specific single rate and involving
questions vhich do not reguire a determinati on of overall
rate of return and stated that the case is before the
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Commission pursuant to G.S. 62-�, 30, 31, 32, and 130 and 
Commission Rule Rl-17(h) establish�d pursuant thereto. On 
June 24, 1977, NCNG filed an undertaking which, by Order 
issued July 28, 1977, the Coo1ission approved. On Joly I, 
1977, NCNG filed amended tariff sheets pursuant. to said 
orde r. 

on .July 7, 1977, the Public Staff filed Notice of 
Int eFvention and a Hotion Requesting Prefiled Testimony in 
the matter. By Order issu.ed .July 13, 1977, the commission 
recogn ized the Intervention of the Public Staff, set a ti11e 
for prefiling testimony, continued the hearing until July 
29, (977, and required additional notice to_tbe public. 

The matter came on for hearing before· the full commission 
as scheduled. NCNG offered the testimony and exhibits of 
Calvin B. wells, Vice President of NCNG, regarding a revised 
increase (from $.1512 per Hcf tc $.(386 per 8cf) in the 
proposed surcharge rate and the status of NCNG 1s 
partic ipa tion in exploration programs as of .June 30, 1977. 
Earl c. Chambers, Senior Vice President - supply and 
Technology, Piedmont Natural Gas 'Company, also testified for 
NCNG, regarding the backgroona of the proceedings and the 
results of the apprcved eiploraticn programs. 

The Public Staf-f offered the testimony of William L. 
Dudley, Staff Accountant, regarding NCNG's computation of 
the proposed sur charge and Parker L. Hatcher, .Jr., Utilities 
Engineer, Gas Division, regarding the history of approved 
exploration and development programs and NCN61s projected 
sales over the period for vhich the surcharge is proposed. 

Donald H. Thomas, Director, Energy Resources, testified 
for CF Industries, Inc.• regarding further participation in 
exploration and drilling progcams and requested changes in 
Rule R(-17(h). The Attorney General offered no witnesses. 

Based on th e Petition, the 
hearin g, and the ent ire �ecord 
Commission makes the following 

evidence adduced at 
in this ■atter, 

FINDINGS OF F�CT 

the 
the 

1. That Horth Carolina Natural Gas corporation is a
corporation organized under the laws of  the State of 
Delaware and duly domesticated and engaged in the business 
of transporting, distributing, and selling gas in North 
Carolina. -

2. That NCNG is a public utilit y within the meaning of
G .. s. 62-2(23) and, as such, is subject to the jurisdiction 
of this Commission. 

3. That by this application pursuant to Commission Rule
R 1- J 7 (h) NCNG is seekin_g to increase its rates by $. 1386 per 
Mcf duCing the period .July I, 1977. throu gh December 31, 
1977, in order to recover a net e�pendi�ure of $),841,299, 
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representing 75% ratepayec participation in the five 
Commission-approved exploration programs for the six months 
ended March 31, 1971. This net expenditure is computed as 
fallows: 

$2, 1·07,889 
(I 7,995) 

$2,089,894 
x.75

$1,567,421 
313,091., 

48 780 
$1,929,292 

(87,993) 

$1,841,-299 

Total expenses 
Total revenues 
Expenses net of :revenues 

r nee me tax on custom.er portion 
of exploration ac tiYities 

AllovanceS for funds 
Total recoverable expenditures 
Remaining overcoliections as of 

December 31, 1976 
Net rccoverabl.e expenditures 

4. That all of the expenditures which NCNG is seeking to
recover herein were expended. in ccnmission-approved programs 
f_or exploration· and development of natural gas and are 
ordinary and reasonable expenditures of a public utility gas 
distribution company. 

5. That NCNG' s income. tall payment on the customer
portion of exploration activities results from the timing 
difference between the exploration progr ams• tax year and 
the Company's tax year. In future periods, deductible 
expenditures will .occur to offset the revenues on which 
taxes have h�en paid. At such ti1e, ta-zes which NCNG has

collected from its customers will he flowed baCk through a 
reduction in th e exploration su�cbarge. 

6. That as of June 30, 157"1, a total of 118 wells has
been drilled in the five Co■mission-approved exploration 
programs resulting iD 8( ary holes, 33 gas wells, and 4 oil 
wells. 

7. That 
programs by 
a mount NCHG 

a 
the 
has 

total of s1e·, 492,224 has been spent 
five Horth caroliDa gas utilities. 
sp ent �5,367,9'12. 

in these 
Of this 

8. That estimated gas reserv43s fr om the programs for all
gas companies a re as follows: f-roved' reserves - 11,379,473 
Mcf; probable reserves - 11,391.328 Hcf; possible reserves -
g·,670,754 Plcf; and total reserv es - 32,447., 555 B.cf. NCNG 1 s 
shares are 3,547�715 Hcf; 3,27f.,026 Mcf; 2,766,112 Bcf; and 
9 ,40 I ,553 Mcf, respective1y. Estimated oil/cond�osate 
reserves from the five progra■s for all gas co■panies are as 
follows: proved rese�ves - 457,167 bbls.; prqbable reserves 

266,422 bbls.; possible reserves - 226,896 bbls.; and 
total reserves - 950.505 bbls. NCNG1 s shares are 135;254 
hbls.; 79,387 bbls.; 67,605 bbls.i and 282,246 bbls., 
respec ti vel J.
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9. That the estimated valuEs of the gas and oil reserves
from the five programs for a11 the gas co■panies are as 
follows: proved reserves - !21.711,100; probable reserves -
$19,645,339; possible reserves $16,678,. 688; and total 
reserves - $58, 095,127. 7he values to HCHG are $6,427,491; 
$5,681.403; $4.BOl,108; and $(6,. 910,002, respectively. at 
prices of .ti I -"6 per lief for natural gas and $11. 28 per 
barrel for oil/condensate. 

fO. That the exhibits filed ty NCNG sbov the following. 
based on the 12 months ended December 31. f976. 

(i) The origina l cost net investment of NCNG's
property used and useful in providing service
to the public in Horth Carolina is $46.494.209.

(ii) The fair value of HCHG's property used and 
useful in providing fervice to  the public in
North CarOlina is $70,391,118.

(iii) 

(iv) 

(V) 

(vi) 

(vii) 

NCNG's revenues under rates in effect prior to
the increase requested in this docket as
adjusted are approzimately $39,746,127.

NCNG's reasonable operating ez·penses as
adjusted are a pprozimate1y $37,265,037 before
expenditures in connection with Commission
approved ezp1oraticn programs.

As a result of expenditures in approved
exploration programs, HCHG has increased its
ordinary and reasonable op erating expenses by
$1,841,299.

After accounting and 
NCNG' s rate of return 
investment is 5.331 and 
is 3.511. 

pro forma adjust■ents, 
on end-of-period net 

on fair value rate base 

After 
NCHG' s 
equity 
2. ogi.

accounting and pro forma adjustments, 
rate of ret�r� on end-of-period coa■on 
is 4.551 and on fair value equity is 

11- That the rates of return found just and reasonable in
Doc:ket Ho. G-21. sub 128, HCHG•s last general rate case, are 
as follows: 

Pair value rate l:Jase 
Hnd-of�period co■■on equity 
Pair value equity 

7.42i 
I 4. 22� 
9.48i 

12. That, since exploration tracking rate collections
represent the recovery of costs not included in operating 
expenses for the purpose of establishing RCHG1s basic rates. 
the proposed increase vill not resu1t in the Co■pany•s rates 
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of return exceeding those approved in its last general rate 
case. 

Whereupon, the Commission reaches the following 

CONCLUSIONS 

In Docket No. G-100, sub 22 ,. the Commission concluded, 
based upon extensive studies and investigations of 
alternative methods of increasing the supply of gas to North 
Carolina, that the most dependable a nd economical way of 
obtaining additional gas is through programs of explor ation 
and development. The Commission therefore established a 
procedure, Bule Bf-17(h), whereby the state's gas utilities 
m ay particip ate in apprcved eXEloration Yentures and tr ack a 
portion of their re asonable expenditures at six-month 
intervals. All. of the evidence shows that NCNG has complied 
with the requirementS of Bale ·e1-p(h), in the instant 
proceeding. Finding that HCNG' s expenditures for 
exploration and development during the period October I,

1976, through Karch 31. 1977, ace reasonable and that the 
p roposed rates to track these expenditures will not result 
in RCNG's rates of return on end-of-period net investment 
and on common equity exceedin9 the returns allowed the 
Company in its l ast general rate case, the Commission 
coilcludes that the surcharge filed by NCRG should be 
approved. 

IT I-S, TBEREFORE, ORDEBED as follows: 

I. That the application of Horth Carolina Natural Gas
corporation to increase its rates to all customers by S.1386 
per !I.cf effective on bills rendet'ed on and after July I,

I 977, in order to recover 75:11 of its net reasonable 
expenditures in commission-aEFroved progra•s of gas 
expl oration and developilent during the period October I, 

1976, through �a rch 3f, 1977, is hereby approved and that 
HCNG shall file revised tariffs, effective on one day's 
notice reflecting such adjust■ent. 

2. That the Undertaking filed ily NCHG on Jun e 24, 1977,
is hereby discha rged. 

3. That NCHG shall continue its present account to
record the revenues received from this adjllstment in rates 
so that the Com11issicn can determine that the revenues 
collected egual the amounts expended, in approved exploration 
programs. 

4. That NCHG sh all maintain a record of al.l taxes
resulting from timing differences vhich are collected from 
its customers and all such ta2es shall be returned to its 
customers by a redirettion in the surcharge in future 
periods. 
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<;. That the att ached notice, AJ:pendix A, shall be ■ailed 
to all custoaers of HCNG along with their next bills, 
adv ising the■ of the action taken herein. 

ISSUED BY ORDER OF TRE COIIIIISSION. 
This 2nd day of Septeaber, 1977. 

(SEAL) 
NOETH CAtiO LINA UTILI TIES COIIIIISSIOI 
Katherine 11. Peele, Chief Clerk 

APPENDIX A 

BEFORE THE NORTH CAROLINA UTILITIES COIIIIISSIOI 

Upon appl ic ation by North Carclina Natural Gas corporation 
t o  recover 75� of its costs incurred between O ctober I, 
1976, and !larch 31, 1977, in Erograas of exploration and 
developaent approved by t he North Carolina Utilities 
Commission, the Co■mission approved increased rates for a ll 
bills rendered on or after July I, 1977, by  $,1386 per !cf 
on all rate schedules. 

NORT H CAROLINA NATURAL GAS CORPORATION 

DOCKE T NO. G-9, SOBS 131D and 131B 

BEFORE THE NORTH CABOLINA OTILilIES COll!ISSION 

In the !latter of 
Application of P iedmont Natural 
Gas company, Inc., for an 
Adjustaent of its Rates and 
Charges 

) ORDER DETERIIINING AIIOONT 
) OF OVEBCOLLECTIONS 
) UN DER CORTAILIIENT 
I TRACKING RATE 

HEARD IN: 

B EFORE: 

APPURANCES: 

Commission Hearing Boo■, Ruffin Building , One 
west Morgan Street , Ealeigh, North Carolina, on 
!larch 9, 10, and 11, 1977 

Coaaissioner w. tester Teal, Jr., Presiding; 
and Coamissioners Een E. Roney and B arbara A. 
Siapson 

For the Applicant: 

Jerry w. Aa os, Erooks, Pierce, 
Huaphrey and Leonard, Post Office 
Greensboro, North Carolina 2 7402 

For the Using and Consuaing Public: 

llcLendon, 
Drawer o,

Jerry B. Fruitt, Associate Attorney General, 
North Carolina Depart■ent of Justice, Post 
Office Box 629, Raleigh, Korth Carolina 2760 2 
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For the Commission Staff: 

Antoinette B. Wike, Asso ciate Commission 
Attorney, North carclina Utilities commission ,, 

P. a .. Box 991, Raleigh, Horth Carolina 27602

BY THE COHHISSION: en septem�er 22,, 1976, the Commission 
issued its Order Adjusting Rate in Docket No. G-9, sub 131D. 
In that order the commission denied Pied■ont•s application 
to increase its seasonal curtailment tracking adjustment 
(CTA) rate to $. 26145 per mcf effective June I ,, 1976. The 
Com11ission 1 s order required Piedmont to refile pursuant to 
Appendix A and to refund tc its customers the difference 
between the $.26-145 per 11cf rate and the rate computed und er 
Appendix A. Appendix A reads as follows: 

11The fellowing steps and procedures shall be used in 
implementing the comm ission Order in this docket: 

1. Hi storical volumes foi: the 5-1/2 months' period,,
November I, 1975 ,, through April 15, 1976, plus 
estimated future vo lumes for the 6-1/2 months' period 
Apri l 16, 1976, through October 31 ,, t 976,, shall be 
used for purEose:: of calculating the CTA rate to be 
ef fective June I, 1976. Estimat ed. volumes shall 
include any emergency EUI:chase s. 

2. A •true• CTA rate shall be ca.lcolated for the period
January I, 1975, through December 31 ,, 1975, based on
actual curtailoent for the period. An adjustment for
the period shall then be calculated by determining
the difference between the actual revenues from CTA
rates in effect and the frc fcrma reven ues at the
•true• CTA rate tased on actual billed volumes.

3. A •true• CTA Fate shall be ca lculated for the period
April 16, J 975, throug h Jlpril 15, 1976, based on 
actual curtailsent for the Eerie�. An adjustment for 
the period January I, 1976, through April 15, 1976,,
shall then be c alculated by determining the
differ ence between the actual. revenue from the CTA
rate in effect for that period and the proforma
revenue at the true CTA rate based on actua1 billed
volumes.

4. An adjustment shall be calculated for the period
Apri.l 16, f 976, through Hay 31, 1976, due to the time
lag in implementing rates. This adjustment shall be
the difference betveen the $.07945 rate in effect and
the rate calculated in item 1. above multiplied by
the volumes sold during the i:eriod April 16, 1976,
thro ugh June JB, 1976. ihis adjustment shall be
applicable to bills rendered on and after June 1 ,, 

1976.

5. The difference
undertaking and

between the $.26145 i:ate subject to 
the rate determined in 1- above 
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multipli ed by the 
been billed shall be 
paid the $.26145 
refund check .. 

vcloaes on wh ich the $ .. 26145 has 
flowed back t o  the customers vho

by credits to their bills or by 

The adjustment determined in 2 .. and 3 .. above 
allocated by priorities tasea on the volumes 
the 12-month period ending April 15, 1976. 
this allocation, the overc ollection shall be 
as foll.ovs: 

sbal.1 be 
sol.d for 
Based on 
refunded 

(a) In priorities A-Q, each customer shall. receive
a credit to his bill or a refund check.

(b) A rate s hall be calcu lated to flow back the
remaining 1:alance of the adjustment to the R
priority over a 12-nonth period effective June
18, 1976."

On October 20, 1976, Piedmont fil.ed Notice of Appeal and 
Exce ptions to the order Adjusting Rate. Also, on October 
20, 1976, Piedmont filed a ttoticn for Hearing on its Not ice 
of Appeal and Exceptions and a Motion for Rehearing a nd a 
Stay. By order issued Novenber 4, 1976, the Commission 
denied both of Piedmont's motions. The Record on Appeal was 
subseguently docketed vith tbe North Carolina Court of 
Appeals. 

on November 12, 1976, Piedmont fil.ed vith the Court of 
Appeals a Petition for Wri t  of Supersedeas, which, on 
November 30, 1976, the Court allolied as follows: 

"That portion of the Utilities Commission order entered in 
this cause on the 22nd day of September, 1976, vhic h 
r equires refund of monies ccl lected upon bills rendered 
prior to the tst day of June, )976, is stayed pending 
appellate review by this Court of the proceedings and the 
ord_er of 22 September 1976; as to the remainder of the 
Utilit ies Commission order entered in t his cause on the 22nd 
day of September, 1976, the petition for writ of supersedeas 
is denied. 

"If the a ppellant fails to perfect appeal in accordance 
with t he North Carolina Rules· cf Appellate Procedure, this 
partial stay order will be dissolved." 

On December 7, 1976, Piedmont filed a letter stating its 
responses to Appendix A of the Commission's Order of 
September 22, 1976. These vere as follovs: 

11 1. The operation of the Curtailment Tracking Adjustment
(CTA) for the period January I , ( 975 through December
3), 1975, was settled ty Order of the Commission in 
Docket G-9, Sub I LlB, at 'lllhich ti me· Piedmont vas 
ordered t6 make a refund of $1,343,783. At October
31, 1976, all but $1E5,709 had teen refunded.
Therefore, TIO further adjustment is required for the
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period N6vember I, 1975 through December· 31, 1_975. 
For the period January I, J-976 through April I 5, 
1976, the Co■pany underccllected $458,452. 

2. The operation of the C'I'A for the period January I, 
1975 through December 31, 1975, was settled by Order
of the Co•mission in D ocket G-9, Sub 148. Therefore, 
no further adjustment is required for this period.

3. Same as II I" above. 

4. During the p e r iod April 16, 1976 thro ugh Ma y 31, 
1976, the Coapany underccllected SJJS,342. 

5 & 6. For the period January I, 1976 through May 31, 1916, 
the company undercollected $593,794i therefore, no 
refund is required under the provisions of paragraphs 
5 and 6. 

11Pied■ont has calculated a 
period of Docket G-9, Sub 131-D 
October 31 , I 976) as follows: 

tru e-up 
(April. 

"Ondercollection 4/16 - 5/31 
Overcollection 6/1 - 10131 

Net 

Less Undercollection 1/1 - ij/15 

Plus Sub 131-D Overcollections 
Due to: A dditional Yoluees 

Excess Emerg ency Sales 
Transportation Revenues 

Refund Pending - Item I 

Total Refund· due for all CTA 1 s 
for the period January I. 1975 
through October 31. 1976 

for 
16, 

the effective 
1976 through 

$(135,342) 
899,706 

$ 764,364 

__!!_58,452 
305,9(2 

lli,6q2 
168,166 

27,094 

1 as. 109

$ 798.52311 
========= 

On December 1s. 1976. Piedmc11t filed in Docket No. G-9. 
Sub 13JE. revised rate schedules to become effective 
D ecember Is. 197-6. By Order issued December 21, 1976, the 
commission .accepted the adjustment contain ed in the filing, 
subject to investigation and hearing on January 6• j 976• and 
required Piedmont to appear on that date and show cause why 
the compan y should. not refund to its customers all amounts 
collected in Docket No. G-9. sub 131D, since June I, 1976, 
in excess of those amounts which the Company would have 
collected under rates filed in accordance with th e portions 
of the commis�ion•s Order of SeFtember 22. 1 976, which have 
not been stayed by the Court of Appeals. 

On December 27, 1976, Pied11ont filed furt her revised rate 
schedules in Docket No. G- 9, sub 131E, and also moved that 
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the hearing be continued for 60 days. By Order issued 
January 3 .., t 977, the Commission suspended the further 
revised rate schedules and continued the hearing until ftarch 
B, 1977. Subsequently, because of a ca1endar conflict, the 
Commission ordered the hearing continued for one day until 
March 9, 1977. 

The matter coming on for hearing, Pied■ont called as an 
adverse witness Parker L. Batcher, Jr., Utilities Engineer, 
in the Gas section of the Commission's Engineering Division. 
The company also offered the testimony and exhibits of 
Everette c. Hin son, Vice �resident and Treasurer of 
Piedmont. The Com■ission staff offered the testi■o�y and 
exhibits of the folloving v itnesses: Daniel H. Stone, 
Utilities Engineer in the Gas Section of the Engineering 
Division; Donald E. Daniel, Coordinator of the Gas and Water 
Section of the Accounting Division; and M. Dell Cole■an, 
Director of the Accounting Di vision. The Intervenor 
Attorney General offered no witnesses. 

Based upon 
entire record 
folloving 

the evidence adduced at the hearing and the 
in this matter. the commission makes the 

FINDINGS OF PAC1 

t. That the Curtail■ent Tracking Adjustment (CTA) 
formula approved for Piedmont in the Co■mission•s Order 
Establish ing Rates, Dccket No. G-9, sub 131, issued December 
12, J974, vas designed to allov the Company to gaintain its 
margin (revenues less c ost of gas and gross receipts taxes) 
esta blished f or a base period, despite fluctuation s in 
revenues due to curtail■ent in gas supply. 

2. That the CTA for11ola a� filed by Piedmont and as
approved by the Commission in Dccket No. G-9, Sub 131� 
provides th at all data used in the computation of the CTA 
rat e ar e for 12-month  periods a11d that, at the end of each 
6-month period ended April 30 and October 31, the computed
margin variation vill be compared to actual experience for
the prior 6-montb period and a deter■ination vill be ■ade of
t he amount of any excess or deficiency in the adjust■ent,
which a■ount vill be added tc or suttracted from the
computed margin variation for the neit subsequent period.
The formula further provides that sales mix and percentage
North Carolina supply are fr o2en at base period leveis.

3. That Piedmont filed it� first CTA rate on Deceober
31, 1974 in Docket No. G-9. Suh ( 31 A, based on J 2-month 
forecast volumes beginning January 1. 1975, and effective 
January I, 1975. This filing vas approved by the 
commission. 

4. That on July 1s. 1975, Pied ■ont filed a second CTA
rate in Docket N o. G-9, sub 131B, based on 12-month 
es timated volumes beginning July I, 1975. This filing 
included a credit to refuna overccllections made during the 
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first six months of 1975 due to the difference between the 
rate based on 12-month forecast volumes in Docket No. G-9, 
Sub J3JA and the rate based on the adjusted 12-month volumes 
which included actual vclumes fer the six months ended June 
30, 1975, plus 6-month estimated volumes. It was approved 
by the Commission. 

5. That on August 15, (975, the Commission instituted an
investigation in Docket No. G-9, Sub 148, to determine if 
the then existing level of rates and charges of Piedmont, 
being the rates fixed by Order of December 12, 1974, and all 
subsequent tracking increases including the CTA, were 
producing a rate of return in excess of that fixed by t he 
Commi ssion as just and reasonable in Docket No. G-9, Sub 
131, which investigation vas ccDcluded by Order issued March 
10, I 976. 

6. That on January 29,. 1976, Piedmont filed a third CTA
rate in Docket No .. G-9, sub 131C, based on 12-month volumes 
calculated by an nualiziDg the 1915-76 winter period supply 
(Company Exhibit, page 8 o f  11). This filing included a 
credit for the yet-to-be-z:efunded portion of the 
overcollections made during the first six months of 1975 in 
Docket No. G-9, Sub 131A (SeE Finding of Pact Ho. 5, 
supra.), a credit to refund overccllections made during the 
I 38 days ended November Is, 1975, due to the difference 

between the rate based en 12-icnth volumes beginning January 
I, 1975 (6-month actual and 6-month forecast) in Docket Ho. 
G-9, Sub 13(B and the ra te tased on 12-month volumes
beginning Ju ne 30, 1975 (4-J/2 months' actual and 7-t/2
months' forecast), and a credit for overcollections made
during that last 46 days of 1975 vh en the CTA increment
calculated in Do cket No. G-9,. sub J31B ,. was in effect
instead of the increment calculated in Docket No. G-9, Sub
131C. This filing was approved by the commission in its 
Order concluding the investigation into Piedmont's 1evel of 
earnings on f975 operations. 

7. Tbiit on June 2 ,. 1976, Piedmont filed a fourth CTA
rate i n  Docke t Ho. G-9. sub 131t, based on a new f2-11onth 
volume forecast using annualized entitle■ents for the period 
April 16, 1976, through October 31 ,. J976. This filing, 
v hich included a credit for yet-to-be-refunded 
overcollections made during the Eeriod Nove[lber 16, (975.
through January 31, 1976, vhen the CTA i ncrement calculated
in Docket No. G-9. sub 131B, vas in effect instead of the
i ncrement calculated in Docket No. G-9, Sub 131C, was
allowed to become effective pursuant to Undertaking for
Refund. 

8. That on September 22, 1976, the Commi ssion ordered
Piedmont to file a revised CTA rate in Docket Ho. G-9, Sub 
131D, based on five or seven months' actual volumes and five 
or seven months• for8cast volumes, and to cal.culate a 11 true11 

CTA rate for the cal endar year 1975 and the year 1976 to 
date, refunding to its customers the difference between the 
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t rue rate and the rate ac tually in effect. This filing was 
never made. 

9. That on December 15, I 976, Piedmont filed a fifth CTA
rate in Docket No. G-9, Sub 131 !., tased on 12-month volumes 
which included 7-month actual experience (April I, 1976, 
through October 31, 1976) and 5-month forecast experience 
(November I, 1976, through March 31, 1977). This filing, 
which inc luded a credit for ovetcollections made auring the 
period Novemb er I, f976, through December 14, 1976, when the 
CTA increment calc ulated in Docket No. G-9, Sub 13JD vas in 
effect instead of the CTA increoent calculated in Docket No. 
G-9, sub 131E, vas ac cepted by the Commi ssion.

IO. That in the above CTA filings Piedmont used a base 
per iod margin of $24,367,335 in ■aking its calculations. 

11- That on December 27, I 576, Piedmont filed a revised
fifth CTA rate in Docket No. G-9, Sub 131E. This filing, in 
which Piedmont used a base period mar gin of $24,831,400 in 
making its calculations, vas susEended by the commission. 

1·2. That the total overcollections and refunds made by 
Piedmont during the period January I, 1975, through October 
31, 1976, are as follows: 

Revenue Collected Revenue at Gross over- Revenue 
at Forecasted CTA True CTA Rate collections Refunded at 
Rate _____________ Porecasted Rate 

$1,472,710 $4,701,037 
================= ========== 

$2,765,613 $2,375,889 
============== 

For the 22 month s ended October 31, 1976, Piedmont had 
unref un ded overcollections totaling $389,784. 

13. That Piedmont's unrefunded margin on emergency sales
in excess of base ;eriod levels during the period January I, 
1975, through October 31, 1976, is $168,166 and Piedmont's 
tran sportation revenues for this per iod to be refunded 
through the CTA r ate are $27,094. 

Based on the fcregoing Findings of Fact, the Commi ssion 
reac hes the foil owing 

CONCLUSIONS 

The principal issues before the Commission in this 
p roceeding are also before thE North Carolina court of 
Appeals in Docket No . 77JOUC36, namely, Piedmont's appeal 
from the commission's Order Adjusting Rate issued September 
22, f 976, i n  Docket No. G-9, sub 13JD. With respect to 
these issues the Coemission is ld.thout jurisdi ction to 
rec onsider its prior decision. Nevertheless, it is clear 
that with the passage of time pcrtions of this earlier Ord er 
dealing vith a true up through September 22, 1976, are no 
ionger reasonable or even valid. It is also clear that an 
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absolute true up of Piedmont's CiA rate has never been made. 
This can only be done on the basis of actual annual volume 
experience because all data used in the computation of the 
CTA rate are for 12-mcnth periods. The. CTA adjustments made 
b-y Piedmont in Docket No. G-9, sul:s 131 B, c and D were based 
only on estiaated 12-111onth vclnses. Not vi thstanding the
fact that the Commission apptoved these adjustments, the 
commission never intended for Piedmont's CTA rates to be 
based on estimates ad infinitum or for Piedmont .to retain 
overcollections result),.ng froi- such estimates. The 
Commission therefore reaffir■ s its conclusi ons in Docket No. 
G-9, sub 1310, that Piedmont's C1A rate should be subject to
an absolute true up. The Com■issioo furt her concludes that,. 

to the Extent that portions of the Order have not been
stayed by the Court of Appeal� ,. Appendix A to its Order of
September 22,. 1976 ,. in this docket should be ■edified to
provide for a true up through Cctober 31 ,. 1976, in order to 
coincide vith the entitle■ent period of Piedmont•s principal
supplier.

Since, under the CTA formula, Pied11ont•s North Carol.ina -
Sout h Carolina supply allocation percentages are fro2en at 
base period levels, the correct or true rates for the period 
January I, 1975, through October 31 ,. 1976, should assume a 
North Carolina alloca tion factor o'f 67 .• 821. These rates 
should then be applied to actual North Carolina sales 
volumes to determine the i:e-venues which vou1d have been 
collected at the true or correct CTA rates. 

With respect to the base period margin used in these 
dockets, the Commission is persvaded by a review of its ovn 
files in Docket No. G-9, Sub 131, that the revenues from the 
rates proposed by Piedmont in that proceeding vere 
understated on Daniel Exhibi t I, schedule 3-1 ,. b y  $358,000. 
Incorporating this error into its determination of the 
additional gross revenue re�uiremen t, the Commission 
approved the recovery of $357,000 more than voul.d have been 
necessary to produce the retuJ::li en common eguity. of 14-·06';(; 
vhich vas found to be ·just and reasonable at that time. 

Piedmont•s witness contends that the company inadvertently 
failed to use the base period ■argin stated in the Order in 
any of its CTA calculations and has thereby collected rates 
designed to protect a smaller sargin -than vas in fact 
approved. It is clear from Pied■ont•s filings in Docket No. 
G-9, Subs I 3 I A through I 3 I B, however,. .tha t the company 
simply used its cvn revenue figures to arrive at the base 
period margin aDd also increased its cost of gas by an 
adjustment contained in Daniel Exhibit I, Schedule 3-2, 
which approximately offset the $357,000 error in the 
original order. The Commission therefore concludes that no 
adjust�ent need be made at this time to correct that error. 

In. summary, based on the fcregoing conclusions, the 
Commission is of the opinion that vhen Piedmont• s CTA rates 
are trued up on actual. annual sales fro11 January I, (975, 
through October 31, 1976, the Company will haTe tracked its 
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margin loss due to curtailment for this period which vas the 
intended purpose of the CTA forsula fr om the outset. The 
total over co·llections for t.his period are $585,044 which 
includes unrefunded margin on emergency sales in excess of 
base p eriod levels of $168,166 and t ran sportation revenues 
of $27, 09U .. 

FU BTBBR CONCLUSION 

Witnesses for both Piedmont and the Commission Sta ff 
recommended at the hearing that the CTA formula be amended 
prospectively to provide th at the CTA increment vould be 
based on estimated annual volu•es and vould r emain in effect 
for a full 12-11onth period. Staff witness Daniel 
recommended that the formula be �evised a s  .follows: 

1. The rate should be in effect during Transco•s 
entitlement year of November J through October 31. 

2. 

3. 

4. 

Volumes should be estimated 
projections plus the best 
additional supplies. 

based on Transco•s annual 
estimates available for 

Provisions sh ould 
true up dur ing the 
change. 

be made for an adjust■ent without 
pericd when estimated volumes 

The 
has 
are 

formula shoul d be trued up after the full year 
elapsed and all facts •ith regard to that period 
kn own. 

5. That the tru e up should be accomplished or cal culated
in a manner similar to that used by vi tness Daniel -in
his Exhibits Nos. I and 2.

Hr. Daniel further testified that he believed t he use of
th e above method fer calculating a CTA formula would
eliminate many of the problems that existed in the past in 
regard to the CTA formula .. He testified that t here would be
a problem with rega rd to any. stut period vhich resu1ted from
a general rate case, such as recently occurred for Piedmont,
and he recommended that the tr ue up of any such stub period
be based on the ent�tlement year in vhich it occurs using
the base perio d data under which the CTA rate in effect
during the stub period vas ca1culated.

Company vi tness 
annual rate would 
method of coping 
curtailment of the 

Hinson also 
be a more 
with the 

gas supply. 

testified that he believed_ a n  
aipropriate and reasonable 

problems associated with the 

Based on the evidence submitted·, the Commi ssion concludes 
that future CTA rates filed by Fiedmont should be based on 
an annual period and should be effective for tha t  annual 
period. The commission further conclu des that the 
methodology recommended by staff tiitness Daniel pro�ides the 
m ost accurate way of calculating t his annual CTA rate and 
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adopts this methodology as the ba�is for Appendix I attached 
hereto. 

IT IS, TBEREFOBE, ORDEB!D as fellows: 

1- That Appendix A to the Commission •s Order issued 
September 22 ,. J976, in Docket No. G-9, sub 131D, is hereby 
amended to provide for a true up th rough October 31, 1976, 
instead of September 22 ,. 1976, and that in all other 
resp�cts the provisions of said Order are rea.ffir11ed. 

2. That Piedmont Natural Gas Company, Inc., shall file
with the Commission an accountiDg of  ove rcollections under 
its CTA formula which have been refunded since October 3J, 
I 976 ,. through CTA rate adjustments currently in effect. 

3. That the provisions cf Appendix I attached he1:-eto 
shall constitute a proposed revision of Piedmont's CTA 
formula, subject to comme nts, objections, and additional 
proposals within 30 days after the date of this Order, at 
which time the attached Appendix I vill become effective as 
to all subsequent filings. 

ISSUED BY ORDER OF THE COMMIS�ICN. 
This the 22nd day of June, 1977.

NOBTH CAFOLINA OTILITiES COMMISSION 
(SEAL) Anne L. Olive, De puty. Cl.erk 

Note: For Appendix I, see official Order in the Office of 
the Chief Cl.erk. 

COMMISSIONER W. LESTER TEAL, JB., CONCURRING: 

The CTA or Curtail.ment Tracking Adjustme nt vas born on 
December (2, 1974, in an Order in Docket No. G-9- Sub 131, 
aft er having been conce ived "en a kitchen table" as a device 
to protect a given margin level ai:1=roved by the Commission 
from erosion occasioned by curtailments of volume by Transco 
from levels not anticipated in the rate case. The need for 
s uch a device is unquestioned. The motive vas noble. The 
c urtailment was real. With a pricing structure where all 
costs are recovered on a unit basis, the CTA, as it was 
envisioned, would serve the need. You would simply spread 
the fixed c ost over the smaller volumes, establish the new 
rat·e, a nd, later on, you could sake an adjustment to correct 
for e rrors in the estimate. l find no fault in the motive s 
that spawned the CTA. 

tiith the 
with the CTA 
abandonment. 

advantage of hindsight, I find several faults 
that in my considered opinion would warrant its 

Some of these are: 

I • The narrative in this case 
considerable amount of time and 
tryinq to make it vork and the 
and lit igation it has causEd. 

is indicative of the 
eff ort expended in 
extensive regulation 
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2. Excess revenues have been collected from one season's
users and effectively refunded to users in the
following season. The customers involved are not
necessarily the same and probably are not the sa■e. 

3. overcollecti ons have 
refunded in a Eeriod
who paid in the
curtailed.

been made in 
in ihich so■e of 
overcollections 

one 
the 

oay 

period and 
custo11.ers 

have been 

4. The accuracy of the C1A vas dependent on  Tran sco•s 
estimate of curtailed volumes. These estimates have 
been too much cf a moving target for their use as a 
basis for establ.ishing utility rates. It is much 
like trying to paint a �ertical stripe on a moving 
car standing on a shaky ladder. 

5. Even though the purpose lias to protect a given 
margin, no provision Mas made to take into 
consideration factors other than volume which affect 
11argins due to ctJrtaill!ent. I have specific 
reference to the change· in margin caused by shifts in 
t he customer: mix caused entirely by curtail11ent and 
the pciorities establ ished by this Commission. 

6. The CTA as envisioned by the Staff cou1d perhaps cure
the fourth objection by tsing a f ull-year period but
it would require a period in excess of a year to 
effect the ccrrection. 1his is at best a lethargic
correction.

7 .. The CTA has had a fair test with all parties trying 
to make it work. In my cpinion, it has failed its 
test. 

It is not the functicn cf a Co11missioner to present 
testimony, and righ�fully so. I will not atteapt to present 
a perfect so lution or any solution at all, but since I have 
advanced the above criticisms, I �ill offer ■y opinion as to 
why the CTA has not lived up to what was hoped for it to 
achiev e .. 

The margin or element of cost that the CTA was designed to 
cover is a fixed dollar aaount. This amount is constant 
over: time and is unrelated tc the volu■e of gas sold. If 
this constant total is to he recovered on a volume basis, it 
is necessary to estimate the expected volumes. Difficulties 
arise when the ori ginal estimated wolu■e of gas is later 
adjusted doe to ch anges in Transco•s curtailment. Thus 
these price fluctuations can be txaced to fluctuations in 
the estimated volume cf gas. An y pricing formula that 
attempts to factor in time-related costs on a volume basis 
vill cceate price instability ducing periods of fluctuating 
volume s. The time is ripe for a restructuring of rates for 
natural gas and a return to the basics of rate design so 
that we can factor in the realities of today. continuing 
the band-aid appcoach is hardly afpropriate! 
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I concur in the extet1sion cf the CTA formula as contained 
in this Order only because no other solution bas been 
presented by any party. 

w. Lester �eal, Jr., Comaissioner

DOCKET HO. G-9, SOB 170 

BEFORE THE NORTH CAROLINA UTILITHS COMMISSION 

In the l'fa tte:c of 
Application of Piedmont Natural Gas 
company, Inc., for an Adjustment of its 
Rates and Charges 

) ORDER APPROVING 
) TRACKING INCREASE 
) AND DISCHARGING 
) UNDERTAKING 

HEARD IN-: Commission Hearing Boom, Dobbs Building, Second 
Floor, 430 Horth Salisbury street, Raleigh, 
Horth Carolina,. on July 29, 1977, at 9:30 A.ft. 

BEFORE: Chairman Tenney I. Deane, Jr., Presiding; and 
Commissioners Ben E. Roney, Robert K. Koger, 
Leigh H. Hammond, sar ah Lindsay Tate, Robert 
Fischbach, and John i. Winters 

APPEARANCES: 

For the Applicant: 

Jerry w. Amos, Erooks, Pierce, HcLendon, 
Humphrey & Leonard, E. o. Drawer u, Greensboro, 
North Carolina 27'102 

For the Using and consuaing Public: 

Jesse c. Brake, Assistant 
North Carolina Department of 
629, Raleigh, North Carolina 

For the Public Staff: 

Attorney General, 
Justice, P. o. Boz 
27602 

Robert P. Page, Assistant Staff Attorne y, 
Carolina Utilities Commission, P. o. Box 
Raleigh, North carclina 27602 

North 
991, 

For the Commission Staff: 

Antoin ette R. iiike, Associate Commission 
Attorney, Horth Carolina Utilities commission, 
P. o. Box 991, Raleigh, North Carolina 27602

BY THE COMMISSION: On June 26, 1975, in Docket No. G-100, 
sub 22, the co■mission issued an Order Establishing Natural 
Gas Exploration Rules setting forth .the manner in which gas 
utilities participating in Commission-approved exploration 
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programs would be allowed to track their costs for 
exploration and development. 

On Dece■ber I I r 1915, the Commission issued a further 
Order in Docket No. G-100, Suti 22, providing that 
participat ion in the financing of such ventures be in the 
ratio of 75S customer funds and 251 stockholder funds. 

on June I, j 977 r :Eiedaont Natural Gas ColipanJr Inc. 
(Piedmont or the Company), filed an application and ellibits 

in the above-captioned dock.et seeking to recover or tract, 
throug h a surcharge effective July I r I 977r 75S of its costs 
incurred during the six months ended ftarch 31 r 1977, in 
exploration and development ven tures heretofore approved by 
the commission. A revised application vas filed by Piedmont 
on June 3r 1977r and vas further a■ended on June 6 and July 
5, J 977. The total amount sought to be recovered by 
Piedmont r after adding undercollections from Docket No. G-9, 
Sub 157, and deducting tax savings of S44, 144.Jq and 
revenues of $9,355.66.from total expenses, is SI r376,523.20. 
In order to recover this acount during t he six ■onth� ending 
December 31 r f977r Pied■ont proFcses to i ncrease its rates 
by $. I 0996 per Kcf. 

on June 9, J977, the Attorney General filed Notice of 
Intervention in the matter , and bJ Order issued June 22 r 

1977 r the commission recognized said Intervention. on June 
I O r t 977, the Attorney General filed a !lotion for 
Declaration of scope of Case , Bearing, Notice and Suspension 
of Proposed Rates. By Order issued June 23, 1977, the 
Commission set the matter for hearing on July 28, 1977, upon 
public notice, and suspended the proposed rates p ending th� 
filing of an Undertaking to refund an y amounts collected 
theceunder vhich might ulti■ately be found unjust and 
unreasonable b y  the Co■■ission. The com■ission also 
declared the proceeding to be a case confined to the 
reasonablen ess of a specific single rate, involving 
questions vhich do not require a deter■ination of overall 
rat e of return, and stated that the case is before the 
Com.mission pursuant to G.S. 62-2, 30, 31, 32, and 130 a·na 
com■ission Bule Bl-17(h) estatlished pursuant thereto. on 
June 30, 1977, Piedmont filed an Undertaking vhich, by order 
issued July 12, 1977 r the Comaission· approved. 

on July 7, 1977 r the Public Staff filed Notice of 
Int ervention and a !lotion Requesting Prefiled Testimony in 
the matter. A response to the l!otion Requesting Prefiled 
Testimony vas filed by  Pied■ont on July 12, )977. BJ Order 
issued July 13, 1977, the Co11■ission recognized the 
Intervention of the Public Staff, set a time for prefiling 
testimony, continued the hearing until July 29, 1977, and 
requir ed additional notice to the public. 

The matter ca■e on for hearing before the full co■mission 
as scheduled. Piedmont offered the testi■ony and exhibits 
of the following witnesses: T.C. Coble, Assistant 
controlle r, regarding Pied■ont•s exhibits pursuant to 
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Commission Rule Rl-17(h) (6) in support of its applications; 
Earl c. Chambers, senior Vice President - Supply and 
Technology, regarding the backgrcund of the proceedings and 
the results of the approved ezplaration programs; and R.J. 
Turner, Assistant Treasurer, regarding Eied■ont•s revenues 
and expenditures for approved exploration progra■s and 
computation of the $.10996 per Bcf surcharge. 

The Public staff offered the testi■ony of Donald E. 
Daniel, Coordinator of the Gas and Water section, Accounting 
Division, regarding Pied■ont•s computation of the proposed 
surcharge and Parker L. Batcher, Jr., Utilities Engineer, 
Gas Division, regarding the histcry of approved exploration 
and develop■ent programs and Piedmont•s projected sales over 
the period for which the surcharge: is proposed. 

Based on the Petition, as aaendEd, 
the hearing, and the entire reccrd 
Commission makes the following 

the evidence aaduced at 
in this matter, the 

FINDINGS 01' FACT 

1. That Piedmont Natural Gas Company, Inc., is a 
corporation organized under the lavs of the state of Hew 
York and duly domesticated and engaged in the business of 
transporting, distributing, ana selling gas in North 
Carolina. 

2. That Piedmont is a public utility
of G.s. 62-2(23) and, as such, is
jurisaiction of this commission. 

within the meaning 
subject to the 

3.. That by this application, FUrsuant to Com■ission Rule 
Rl-17(h) • Piedmont is seeking tc increase its rates by 
$ .. J0996 per Hcf, during the period July I, 1977, through 
December 31, 1977, in order to reco ver a net expenditure of
$1,376,523, representing 751 ratepayer p articipation in the 
five Commission-approved eiploration progra■s for the six 
months ended March 31, 1977. ThiS net expenditure is 
co�puted as follows: 

SI ,405 ,290 
(9,356) 

$1 ,395,93LJ 
(44,144) 

___ 29..733 
$),376,523 
========= 

Total expenses 
'Iotal ce venues 
Expens es net of revenues 
Tax savings 
ondercol·lection G-9, Sub 157 
Net to be recovered in G-9, Sub 170 

4. That all of the expenditures vbich Piea■ont is
seeking to recover herein vere expended in Coamission
approved programs for exploration and development of natural 
gas ana are ordinary and reasonable expenditures of a public 
utility gas distribution company. 

5.. That as 
been drillea in 

of 
the 

June 30, 1977, a total of 118 vells has 
five Co■�ission-approved exploration 
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programs resulting in 81 dry bolds,. 33 gas vells,. and 4 oil 
wells. 

6. That a
programs by the 
amount Piedm.ont 

total of $18 ,. 492 ,.224 has been spent in these 
five North Carolin a gas utilities. Of this 
has spent $6,. 376,089. 

7 . That estimated gas resertes fro■ the progra■s for all 
gas companies are as follows: proved reserves - 1-1,379,473 
Mcf·; probabl.e reserves - I 1.397,3� 8 Hcf; possible reserves -
9,670, 754 !!cf: a nd total re!!:er-ves 32 ,.447,555 l'tcf. 
Piedmont•s shar es are J.Q33, I 81 Kcf; 3,520 ,.422 ftcf; 
2. 86 2,106 He£: and 9 ,815.709 l'tcf, respectively. Estimated 
oil/condensate reserves from the five programs for all gas 
companies are as follows: provEd res e rves - 457,187 bbls.: 
pro bablE reserves 266,422 bbls.; possible reserves -
226, 896 bbls.; and total reserves 950,505 bbls. 
Piedmont•s shares are 136,489 tbls.; 83,439 bbls.; 68 ,872 
bbls.; and 288,800 bbls., respectively. 

8. That the esti!)ated value� cf the gas and oil reserves 
from. the five programs for all the gas companies are as 
follows: proved reserYes - $21,711,100; probable reserves -
$19,645,339; possible reserves $16.678 ,.688; and total 
reserves $58,095.127. The v alu es to Pied■ont are 
$6,552,0�0i $6,0Bf,008; $4,955 ,. 551: a nd s17 ,. 588,599, 
re spec ti vel y. 

9. That the exhibits filed by Pied■ont shov the 
following b ased on the 12 ■onths eoded ft.arch 31, 1977: 

(iJ The net original cost of Pi ed•ont •s pro perty 
used and useful in providing service to the 
public in North Caiclina is $85.564,783. 

(ii) The fair value of Piedmont •s property used and
useful in providing service to the public in 
North Carolina is SI 16,.411,654. 

(iii) 

(iv) 

(VJ 

(vi) 

Pi edmont• s re,enue!!: unde r ra tes in effect prior 
to the increase requested in this docket are 
estimated at $8(,650,493.

Pie d11.ont•s revenues under the proposed rates
are estimated at $ 8 3.027,016-

Pied■ont•s reasonable operating expenses are
approxioately $74,62q ,. 973 before expenditures
in connection vith Com■ission-approved
expl.oraticn progra■s. 

As a result of expenditures in approved 
exploration programs, Piedmont has increased
its ordinary and re asonable expenses by
$1,376,523.
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(vii) 

(viii) 

GAS 

After accounting and pro forma adjustments, 
Pied11ont•s rate of return on end-of-period net 
investment is 8.151 and on fai r value rate base 
is 5. 99ll. 

After accounting 
Pied■ont•s rate 
coamon equity is 
equity is 5.70�. 

and pro forma adjust■ents, 
cf return on end-of-period 

10.311 and on fair value 

10. That the rates of return fcund just and reasonable in
Docket No. G-9, sub 158, Piedmont•s last general rate case, 
are as follovs: 

Fair value rate base 
End-of-period co■mon eg�ity 
Fair value equity 

6.1n 
12. 84J 
6. 85 ll

11- That, since exploration tracking rate collections 
represent the recovery of costs not included in  operating 
expenses for the purpose of establishi ng Piedmont's basic 
rates, the proposed increase will not result in the 
Company's rates of return exceeding those approved in its 
last general rate case. 

Whereupon, the Commission reaches the folloving 

CONCLUSIONS 

In ncx:ke t No. G-100, Sub 22, the Commission concluded, 
based upon eEtensive studies and investigations of 
alternative met hcds of increasing the supply of gas to North 
Catalina, th at the most dependatle and econo■ical vay of 
obtaining additional gas is through programs of exploration 
and development. The Commission therefore established a 
procedure, Rule R(-17(h), vherehj the state's gas utilities 
may participate in approved ezploration ventures and track a 
portion of th ei r reasonable expenditures at six- month 
intervals. All of the e•idence shovs that Piedmont has 
complied vith the require■ents of Rule Rl-17(h) in the 
instant proceeding. Finding that Piedaont•s expenditur es 
for exploration and develop■ent during the period October I, 
1976, through ttarch 31, 1977, are reasonable and that the 
proposed rates to track these e2penditures vill not resu1t 
in Piedmont's rates of return on end-of-period net 
inv estment and on co■■on egoity eiceeding the returns 
allowed the Company in its last general rate case, the 
commi�sion concludes that the surcharge of $.(0996 per Hcf 
filed by Pied■ont should be approved. 

IT IS, THEREFORE, ORDERED as follows: 

I. That the application of i:ied11.ont Natural Gas Company,
Inc., to increase its rates to all customers by $.10996 per 
!cf, effective on bills ren dered on and after July I, 1977,
in order to recove r 751 of its net reasonable expenditures
in Commission-approved progra11s of gas exploration and 
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development during the period October I, 1976, through March 
31, 1977, is hereby approved. 

2.. That _the Undertaking filed by Piedmont on June 30, 
1977, i s  hereby di scharged. 

3. That Piedmont shall continue its present account to
record the rewenues received frc■ this adjustment in rates 
so that the commission can determine that the revenues 
collected egual the a■ounts exFended in approved exploration 
programs. 

4. That the attached notice, Appendix A, shall be
to all customers of Piedmont along vith their next 
advising them of the action taken herein. 

ISSUED BY OBDER OF TBE COB!ISSION. 
This 2nd day of September, 1977. 

ma iled 
bills, 

(SEAL) 
NORTH CAEOLINA. UTILITIES COHHISSIOH 
Katherine M. Peele, Chief Clerk 

APPENDIX A 

BEFORE THE NORTH CABOlINA DTILI1IES COMMISSION 

upon application by Piedmont i.atural Gas coapany, inc., to 
recover 75% of its costs incurred between October I, 1976, 
and March 31, J 977, in i;rcgrams of exploration and 
development approved by the North Carolina Utilities 
commission, the co111mission approved increased rates for all 
bills rendered on or after Julj I, 1977, by $.J0996 per Kcf 
on all rate schedules. 

FIEDHOHT NATUB�L GAS COMPANY 

DOCKET NO. G-5, SUB 132 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Application of Public service company of) 
North Carolina, Inc., for an Adjustment ) OBDEB APPROVING 
of its Rates and Charges to Recover ) TRACKING INCREASE 
Costs of Exploration in Approved ) AND DISCHARGING 
Programs ) UNDERTAKING 

HEARD IN: 

BEFORE: 

Commission Hearing Rcom, Dobbs Building, Second 
Floor, 430 North S�lisbury Street, Raleigh, 
North Carolina, 011 July 29, 1977, at 9:30 A.H. 

chairman 1enney I. Deane, Jr., Presiding; and 
Commissioners Ben E. Roney, Robert K. Koger. 
Leigh H. Hammond, Sarah Lindsay Tate, Robert 
Fi schbach, and John i. Winters 
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APPEARANCES: 

For the Applicant: 

F. Kent Burns and .James 

Mitchell, Burns and Saith, 
Raleigh, North Carolina 21602 

For the Using and consuming Public: 

Jesse c. Brake, Assistant 
North Carolina Department of 
629, Raleigh, North Carolina 

For the Public staff: 

H. Day, Boyce,
P.O. Box 1406, 

Attorn ey Gener al, 
Justice, P. o. Box 
27602 

Robert F. Page, Assistant staff 
Carolina Utilities cc■mission, 
Ra·leigh, North carclina 27602 

Attorney, North 
F.O .. Box 991, 

For the Commission ·staff: 

Antoinette R. Wike, Associate Commission 
Attorney, North Carolina Utilities commission, 
P.O. Box 991, Raleigh, North caroli�a 27602 

BY THE COftHISSION: On .June 26, 1975, in Docket No. G-100, 
sub 22, the Commission issued an Order Establishing Natural 
Gas E�ploration Rules setting forth the manner in ,vhicb gas 
utilities participating in Coau:ission-approved exploration 
programs would be allowed tc track their costs for 
exploration and development. 

On December 11, 1975, the commission issued a fµrtber 
Order in Docket No. G-100, sub 22, providing that 
participation in the financing of such venture s ·be in the 
ra tio of 75% customer funds and 25j stockholder funds. 

On June J , 1977, Public Service company of North Carolina, 
Inc. (Public Service or the company), filed an application 
and exhibits in the above-captioned docket seeking to 
recover or track, through a surcharge effe ctive July I, 
1977, 75% of its costs incurred during the six months ended 
March 31, )977, in expl oration and development ventures 
heretofore approved by the Commission. The total a mount 
sought to be rec overed by Public Service, after adding 
undercollections from Docket No. G-5, Sub 121, and deducting 
tax savings of $65,036 and revenues of $11,535 from total 
expenses, is $1, 6_27, 530. In order to recover this a11ou�t 
during the six months ending Eecember 31, 1977, Public 
service proposes to increase its rates by .$. I 000 per Mcf. 

on June 9, 1977, the Attci:ney General filed Notice of 
Intervention in the matter, and by Order issued June 22, 
1977, the commission re cognized said Intervention. On June 
,10, 1977, the Attorney General filed a Motion for 
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Declaration of scope of case ,. Heating, Notice and suspension 
of Proposed Rates,. 

By Order issued .June 23, 1977, the co■mission set the 
matter for hearing on .July 28, J 977, upon public notice and 
suspen ded the proposed rates pending the filing of an 
Undertaking to refund any amounts coilected thereunder vhich 
might ultimately be found unjust and unreasonable by the 
Commission. The Commission also declared the proceeding to 
be a case confined to the reasonableness of a specific 
single rate, involving questions which do not require a 
determination of overall rate of return, and stated that the 
case is before the Co■mission pursuant to G.S. 62-2, 30 ,. 31, 
32, and 130 and Commission Eule Bl-I 7 (h) established 
pursuant thereto.. On June 29, 1977, Public Service filed an 
Undertaking which, by oi:der issued June 30, 1977, the 
commission approved .. 

On July 7, 19,77, the Public Staff filed Notice of 
Inter·vention and a Motion Requesting Prefiled Testimony in 
the matter. By Order issued July 13, 1977, the commission 
recognized the Intervention of the Public Staff, set a time 
for prefiling testimony, continued the bearing until July 
2 9, 1977, and required additional notice to the public. 

The matter came on for hearing before the full commission 
as scheduled. Public Service offered the testimony and 
exhibits of the following witnesses: Allen J. Schock, Vice 
President - Rates, regarding schedules filed pursuant to 
Commission Rule Rl-17(h) in supFcrt of the application and 
c. Harsball Dickey, vicE President - Gas supply Services,
regarding activities of Tar Beel Energy corporation (Public
servic e•s vholly-ovned subsidiary). Public service also
adopted the testimony of Earl c. Cha■bers, senior Vice
President - supply and Technology, Piedmont Natural Gas
company, in Docket No. G-9, Sub 170, regarding the
background of the proceedings and the results of tbe
approved exploraticn programs.

The Public St aff offered the testimony of Donald E
Daniel, coordinator of the Gas and Water Section, Accounting 
Division, regarding Public sertice•s computation of the 
proposed surcharge and Parker L. Batcher. Jr., Util ities 
Engineer, Gas Division, regai:ding the history of approved 
exploration and development pi:ograms and Public Service's 
projected sales over the period for which the surcharge is 
proposed. 

Based on the Petit ion, the 
hearing, and the entire record 
Commission makes the follcving 

evidence adduced at 
in th�s matter, 

FINDINGS OF FJI.CT 

the 
the 

I •. That Pub1ic Service comFany of North Carolina, Inc., 
is a corpora�ion organized under the lavs of the State of 
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North Carolina and engaged in the business of transporting, 
distributing, and selling gas in North Carolina. 

2. That Public service is a public utility within the
meaning of G.S. 62-2(23) and. as such, is subject to the 
jurisdiction of this Commission. 

3. That by this application, pursuant to Co■mission Rule
Rl-17(h), Public SerYice is seekir.g to increase its rates by 
$. I 000 per !!cf, during the period July I , 1977., through 
December 31, J977, in order to recover a net expenditure of 
$I, 627,530, representing 751 ratepayer participation in the 
five Commission-approved exploration programs for the six 
months ended March 31, 1977. 'Ibis net expenditure is 
computed as foll.ovs: 

s, ,668 ,q62 
117,535)

Si ,650,927 
(65,036) 
39,682 

---1�21 
Si,627,530 
========= 

Total expenses 
Total re teI!ues 
Expenses net of re�enues 
Tax savings 
Interest rEcoverable from cust omers 
Ondercollection G-5. Sub 126 
Net to be r ecovered in G-5. Sub 132 

4.. That all of the ex pen di tu:ces which Public Service is 
seeking to recover herein vere expended in Commission
approved progra■s for exploration and development of natural. 
gas and are ordinary and reasonable expenditures of a public 
utility gas distribution co■pany .. 

5.. That as of �une 30, 1g17, a total of 118 wells has 
been drilled in the five Comaission-approved exploration 
programs resulting in 8( dry holes, 33 gas Mells, and 4 oil 
wells. 

6. That a total of $(8,492.224 has bEen spent in these
programs by the five Horth Ca rolina gas utilities .. Of this 
amount Public Service has spent $6,227,097.. Es ti mated gas 
reserves from the prograas for all gas co■panies are as 
follows: proved reserves 11,379,473 H.cf; probable 
reserves - II ,397,328 Kcf; possikle reserves - 9,670,754 
Kcf; and total r eserves - 32,447,555 Mcf. Public service's 
shares are 4,330,821 Mcf; 4,254,864 ttcf; 3,767,386 Hcf; and 
12,353.097 Hcf, respectively.. Estimated oil/condensate 
reserves from the five programs for all gas companies are as 
foll ows: proved reserves - 457,187 bbls.; probable reserves 
- 266,422 bbls.; possible reserves - 226,896 bhls.; and
total reserves - 950,505 bbls. Public Serv ice's shares are
178,998 bb1s.; 97,192 bbls.; es,q12 bbls.; and 361,602 
bbls., respectively.

7. That the estimated values of the gas and oil reserves
from the five programs for a11 the gas co■panies are as 
follows: proved reserves - $21,'1'11,I 00; probable reserves -
$19,645,339; possible reserves $J6,67B,6 88; and total 
reserves - S58,095, 121. The values tO Public Service are 
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$8 .,342,104; $7 ,.308,457; $6,'463,831; 
respectivel.y ,. at prices of $1 .. 46 per Mcf 
$11-28 per barrel for oil/conden:::ate. 

and $22,114,392, 
for natural gas and 

a. That the exhibits filed by Public Servic_e sho11 the 
following based on the 12 months ended Harch 31, 1977: 

(i) The original co:::t net. investment of Public 
Service's property used and useful in providing
service to the public in Horth ·carolina is
$94,281,836.

(ii) The fair val.ue of Public Service•s property
used and useful in providing service to the
public in North Carolina is $111,272,228.

(iii) Public Servic e•s revenues under rat es in effect
prior to the increase i:eguested in this docket 
are estimated at $69,482,575.

(iv) Public Servi ce's reason atle operating expenses
are approximately $61,501,862 before
expenditures i n  connection vith commission
approved exploraticn programs.

(v) As a result of expenditures in approved 
exploration programs, Pu blic service has 
increased its ordinary and reasonab1e expen ses 
by $1,627,530. 

(vi) 

(vii) 

After accounting and pro 
Public service• s rate of 
period net invest■ent is 
value rate base is 7.171. 

After accounting and 
Public service's rate 
period common eguity 
value equity is 8.31,. 

p<o 
of 
is 

forma 
return 

8.461 

for■a 
return 
13.321 

adjust;i,ents, 
on end-of
and on fair 

adjusttJents, 
on end-of
and on fair 

9. That the rates of return found just and·reasonable in
Docket No. G-5, Sub 1-19, Public SErvice I s .last general rate 
case, are as fo1lovs: 

Pair value rate base 
End-of-period common equity 
Fair value equity 

7. 28�
(3.501
8.301

10. That, since exploration trackin g rate collections
represent the recovery of costs not included in  operating 
expenses for the purpose of establishing Pub1ic Service's 
basic rates, the proposed increase vill not result in the 
company• s rates of return e:zceeding those approved in its 
last general rate case. 

Whereupon, the commission reache� the fol1oving 
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CONCL tJSICNS 

In Docket No. G-100, Sub 22, the Commission concluded, 
based upon extensive studies and investigations of 
alternative methods of inc reasing the supply of gas to North 
Carolina, that the most dependatl.e and economical vay of 
obtaining additional gas is. through programs of exploration 
and developme nt. The Commission therefore established a 
procedure, Rule Rl-11(h), whereby the state•s·gas utilities 
may participate in approved exploration ventures and track a 
portion .of their reasonable exi:enditures at six-11onth 
intervals. Al.l of the evidence shows that Public service 
has complied vith the reguireu:eE!ts of Bul.e R(-17(h) in the 
instant proceeding. Finding that Public Service's 
expenditures for exploration and deve1opment during the 
period October I , f 976, tbrcugh March 31, I 977, are 
reasonable and t hat the proposed rates to track these 
expenditures vill not result in Public Service's rates of 
return on end-of-period net investment and on common equi ty 
exceeding the returns allo wed_ the company in its last 
general rate case.- the co■•ission concludes that the 
surcharge of $. I 000 per Kcf filed by Public Service s hould 
be approved. 

IT IS, THEREFORE, ORDERED as follows: 

I. That the application of Public service Company of 
North Carolina.- Inc.,. to increase i ts rates to all customers 
by $. 1000 per ftcf ,. effective on bills rendered on and after 
July I• 1977, in order to recover 75% of its net reasonable 
expenditures in Com■ission-apfroved progra■s of gas 
exploration and development during the period October 1 .-

1976, through �arch 31, 1977, is hereby approwed. 

2. That the Undertaking filed by Public service on June
29, t 977, is hereby discharged. 

3. That Public Service shall continue its present 
account to record the revenues received fro■ this adjustment 
in rates so that the Commission can deter■ine that the 
revenues collected equal the amcuDts expended in approved 
exploration programs. 

q_ 
to all 
bills, 

That the attached notice, Appendix A, shall be mailed 
customers of Public Service along with their next 
ad vising them of the action taken herein. 

ISSUED BY ORDER OF.TB! COftHISSION. 
This 2nd day of September, 1977. 

(SEU) 
NORTH CABOLINA UTILITIES COMMISSION 
KatheriDE M. ·P eele, Chief Clerk 
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APPENDIX A 

BEFORE THE NORTH CAROLINA OTILUIES COBUSSIOB 

Upon applicat ion by Public Service co■pany of North 
Carolina, Inc., to recover 751 of its costs incurred between 
October I, 1976, and !!arch 31, 1977, in progra■s of 
exploration and development appro�ed by the Borth Carolina 
Utilitie s Commission, the Co■Cilission approYed increased 
rates for all bills rendered en or after July J, 1977, by 
$.1000 per Mcf on  all rate schedules. 

PUBLIC SEBVICE CO!PANY Of NORTH CAROLINA, INC. 

DOCKET BO. G-1, SUB 65 

BEFORE TRE NORTH CAROLINA OTILI1IES COftftISSIOB 

In the ?latter of 
Applica·tion of United Cities Gas Co■pany ) ORDER APPROVING 
for an Adjustment of its Bates and ) TRACKING INCREASE 
Charges to Recover its Costs of ) AND DISCHARGING 
Exploration in Approved Programs ) UNDERTAKING 

BEARD IN: Commission Bearing Beam, Dobbs Building, second 
Floor, 430 North Salisbury Street, Raleigh, 
North Carolina, on July 29, 1977, at 9:30 A.?I. 

BEFORE: Chairman Tenney I. Deane, Jr., Presiding; and 
Commissioners Ben E. Roney, Robert K. Koger, 
Leigh H. Hammond, Sarah Lindsay Tate, Hobert 
Fischbach, and Joh� i. Winters 

APPEARANCES: 

Por the Applicant: 

T. Carlton Younger, Jr., Brooks, Pierce, 
ncLendon, Humphrey & Leonard, P. a. Draver o, 
Greensboro, Horth Carolina 27402 

For the Using and Consuming Public: 

Jesse c. Brake, Assistant 
Horth Carolina Depart•cnt of 
629, Raleigh, Horth Carolina 

For the Public Staff: 

Attorney General, 
Justice, P. o. Box 
27602 

Robert F. Page, Assistant Staff Attorney, 
Carolina Utilities Commission, P. o. Box 
Raleigh, North carclina 27602 

North 
991, 
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For the Commission Staff: 

Antoinette e. Wike, Associ. ate Commission 
Attorney, North Carolina Utilities Co��ission, 
P. o. Box 991, Ralei9h, Borth Carolina 27602 

BY TOE COHHISSION: On Jone 26, f975, in Docket No. G-100, 
sub 22, the Commission issued an Order Establishing Natural 
Gas E�ploration Rules setting forth the manner in vhicb gaS 
utilities participating in co11ission-approved exploration 
programs would he allowed tc track their costs for 
exploration and development. 

on December II, (975, the Co■mission issued a further 
order in Docket No. G-100, Sub 22, providing that 
participatio n i n  the financing of such ventures be in the 
ratio of 75� customer funds and 25',r; stockholder funds. 

On July 13, 1977, Uni ted CitiEs Gas Co11pany (United Cities 
or the Coapany) filed an application and exhibits in the 
above-captioned docket seeking to recover or track, through 
a surcharge effective July 15, 1977, 751 of its costs 
incurred during the six ■ontbs ended Narch 31, 1977, in 
exploration and development ventures heretofore approved by 
the Co■mission. The total amount sought to he recovered by 
United Cities, after addi ng undErcollections fro■ .Docket Ro. 
G-1, Sub 47 , and deducting tax savings of $2,948 and 
revenues of $869 frc■ total expenses, is $84,422. In order 
to recover this a■oun t durin·g the six ■onths ending Dece■ber 
31, 1977, United Cities proposes to increase its rates by 
$.020 per therm (Ccf). The application was accompanied by 
an Undertaking by United Cities to �efund such aaounts 
collected under the proposed rates as  the Co1111ission aay 
late r find to be unjust and unreasonable. 

By Order issued .July Pl, I S77, the Coudssion set the 
matt er for hearing on .J u1y 2 9 ,  I 977, upon public notice, and 
allowed the proposed rates to become effective pursuant to 
Undertaking. The Coa■ission a lso declared the proceeding to 
be a case confined to the reasonableness of a specific 
single rat e, involving questi ons ihich do not require a 
deter■ination of over a11 rate of return, and statea that the 
case is before the Co■mission pursuant to G.s. 62-2, 30, 31, 
32, and 130 and Commission Bule Bl-17(h) est ablished 
pursuant thereto. 

on July 20, 1977, the Attcrl!eJ General fl.led 
Intervention in the matter and bJ Order issued 
f 977, the Commission recognized said Intervention. 

Notice of 
July 25, 

The matter came on for bearing before the full Commission 
as scheduled. United Cities cffered the testimony and 
exhibits of Glenn T. Bogers, Vice President - Gas Su pply, 
regarding the activities of UCG Energy Corporation (United 
Cities· wholly-owned subsidiary). United Cities also adopted 
the.testi■ony of Earl c. Cha■bers, Senior Vice President -
supply and Technology for Piedmont Natural Gas Company, in 
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Docket. No. G-9, sub 170, regarding 
proceedings and the result s of 
programs. 

the background of the 
the approved exploration 

The Public staff offered the testimony of Willia■ L. 
Dudley, Staff Accountant, regarding United Cities• 
computation of the propcsed sµrcharge and Parker L. Hatcher, 
Jr., Utilitie s Engineer, Gas Division, regarding the history 
of approved exploration and development programs and United 
Cities• projected sa les over the period for which the 
surcharge is proposed. 

Based on the Petition, the evidence adduced at the 
bearing, and the e ntire record in this matter, the 
Commission makes the followi ng 

FINDINGS OF FACT 

I• That United cities Gas Company is 
organized under the lavs of the st ates of 
Virginia and duly dcmesticated and e ngaged 
of transporting, distributin g, and selling 
Car olina. 

a corporation 
Illinois and 

in  the business 
gas in North 

2. th at United Cities is
meaning of G.S. 62-2(23) and, as 
jurisdiction of this Commission. 

a pub lic utility within the 
such, is subject to the 

3. that by this application, pursuant to Com■ission Rule
Rl-17(h), United Cities is seeking t o  increase its rates by 
$.020 per therm (Ccf) during the period July 15, 1977, 
through December 31, J 977, in order to recover a net 
expenditure of $84,422, representin g 751 ratepayer 
participation in the five com■ission-approved exploration 
programs for the six months ended March 31, 1977. This net 
expenditure is computed as follcvs: 

Expenses to he recovered 
( I I 3, 6 I 5 x • 75) 

Prior expenses to recover 
Prior tax savings 
Expense recovered 
R evenu e from sales 

(I, 157.69 x .75)
cash tax savings 
Net to be recovered 

$85,21 I 

75,381 
(8,254) 

(64,099) 
(869) 

(2.948) 
$84,422 
======= 

4. That al.l of the expenditures which United Cities is
seeking to recover herein vere expended in Commission
approved programs for exploraticn and development of natural 
gas and are ordinary and reasonable expenditures of a public 
utility gas distribution company. 

5. that as of June 30, 1�77, a total of 118 wells has
been d rilled in the five Commission-approved exploratipn 
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programs resulting in 81 dry hcles, 33 gas vells, and 4 oil 
wel.1s. 

6. That a total of $18,492,224 has been spent in these
Of this programs by the five North Carolina gas utilities. 

amount United Cities has spent $270,664. 

7. That estimated gas reserves from the programs for all
gas companies are as follcvs: pi:cved reserves - 11,379,473 
Hcf; probable reserves - IJ,391,328 Mcf; possible reserves -
9,670,754 Kcf; and total reserves - 32,447,555 lief. united 
Cities' shares are 132,408 Mcf; 173,199 !!cf; fJB,776 Mcf; 
and 444,383 Hcf, respectively. Estimated oil/condensate 
reserves from the five prograas for all gas companies are as 
follows: proved reserves - 457,167 bbls.; probable reserves 

266,422 bbls.; possible reserves - 226,896 bbls.; and 
total reserves - 950,505 bbls. United Cities• shares are 
3,461 bbls.; 3,340 bbls.; 2,642 bbls.; and 9,443 bbls., 
re spec ti vel y. 

8. That the estimated values of the gas and oil reserves
from the five programs for al.l the gas companies are as 
follows: proved reserves - $21,111,100; prohable reserves -
$(9,645,339; possible reserves $16,678,688; and total 
reserves $58,095,121. The values to United Cities are 
$232,356; S290,51&6i- $232,415: and $755,317, respective.l_y, at 
prices of S).q6 fer Hcf for natural. gas and $11-28 per 
barrel for oil/condensate. 

9. That the exhibits filed by United Cities shov the
folloving, based on the 12 months ended September 30, 1976. 

lil 

(ii) 

(iii) 

(iv) 

(v) 

(vi) 

The net original cost of United Cities• 
property used and useful in providing service 
to the public in· North Carolina is $1,967,256. 

United Cities• revenues, as adjusted, under 
rates in effect prior to the increase requested 
in this docket are estimated at $1,290,501-

Uni ted Cities• reasonable operating expenses, 
as adjusted, are approximately $1,150,603 
before expenditures in connection vith 
Commission-approved exploration programs. 

As a result of expenditures in approved 
exploration progravs, United Cities has 
increased its ordinary and rEasonable expenses 
by $84,422. 

After accounting and pro forma adjustments, 
United cities• rate of return on end-of-period 
net in vestment is 1. 11 I. 

After 
United 
common 

accounting and pro forma adjust■ents, 
Cities• rate of return on end-of-period 
eguity is 5.52%. 
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Io. 
Docket 
case, 

That the rates of return 
Ho. G-1, Sub 47, United 

are as fol.lows: 

found just and reasonable in 
Cities• last general rate 

E�d-of-period net invest■ent 
Rnd-of-period co■■on equity 

11- That, since expl.oration tracking rate collections 
represent the recovery of costs not included in_ operating 
expenses for the purpose of establishing United Cities• 
basic rates, the proposed increase will not result in the 
Co11pany•s rates of return exceeding those approved in its 
last general rate case. 

Whereupon, the Commission reaches the fol.loving 

CONCLUSIONS 

In Docket No. G-100, Sub 22, the commission concl.uded, 
based upon extensive studies and investigations of 
alternative methods of increasing the supply of gas to North 
Carolina, that the most depe ndable and economical. vay of 
obtaining additional gas is through programs of exploration 
and devel.opment. The Commission therefore established a 
procedure, Rule Rf-17(h), whereby the state's gas utilities 
may participate in apErcved e :r.plo:rati on ventures and track a 
port ion of their reasonal:lle expenditures at six-month 
intervals. All of the evidence shows that United Cities has 
complied vith the reguire■ents of Rule Bl-17(h) in the 
instant proceeding. Finding that United Cities• 
expenditures for exploration and development during the 
period October I, 1976, through ftarch 31, 1977, are 
reasonable and that the proposed rates to track these 
expenditures vill not result in united Cities• rates 
exceeding the returns all.o�ed the company in its last 
general rate case, the Commission concluaes that the 
surcharge filed by United cities should be approved.  

IT IS, THEREFORE, OBDERED as fellows: 

1. That the applicat ion of Unite d
increase it s :rates to all customers 
(Ccf) , effective on bills rendered 
1977, in order to recover 15'l( of 
expenditures in Co11mission-ap�rov ed 
exploration and development during the 
J 976, through March 31, 1977, is hereby 

Cities Gas Company to 
by $. 020 per therm 
on and after July 15, 

its net reasonable 
programs of gas 

period October I, 
approved. 

2. That the Undertaking filed by United Cities on July
13, 1977, is hereby discharged. 

3. That United cities shall continue its present account
to record the revenue received f:rom this adjustment in rates 
so that the Commission can determine that the revenues 
collected equal the amounts expended in approved exploration 
programs. 
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4. 
to all 
bills, 

GAS 

That the attached notice, Appendix A, shal.l be mailed 
customers of United Cities along vith their next 
ad vising them of the action taken herein•. 

ISSUED BY ORDER OF THE COH!ISSION. 
This 2nd day of septe■ber, J977. 

(SEU) 

NOBTH CABOLIRA OTILITIES COHHISSION 
Katherine ft. Peele, Chief Clerk 

APPENDIX A 

BEFORE THE NORTH CAROLINA DTILI'IIES COMftISSIOH 

Upon application by United Cities Gas Company to recover 
75% of its costs incurred between October I, 1976, and Marc h 
31, (977, in progra11s of exploration and deve.lopment 
approved .by the North Carolina Utilities commission, the 
Commission approved increased rates for all bills rendered 
on or  after July 15, 1977, by $.020 per therm (Ccf) on all 
rate schedules .. 

UNITED CITIES GAS COMPANY 

DOCKET NO. G-33 

BEFOBE THE NORTH CAROLINA UTILITIES COftHISSION 

In the !'latter of 
City of Wi1son, North Caro1ina - ) AtlEHDED ORDER 
Application for Waiver of Effective Date) DEBYING WAIVER 
for Complying vi th Section I 92. 457 (b) , ) AND CITING 
Part f 92, Title 49, Code of Federc1l ) H0NC0ftPL:IANCE 
Regulations ) 

BY THE COMMISSION: On June 14, )976, the City of Wilson, 
North Carolina (hereinafter referred to as the City or 
Wilson), filed with this com■ission an application s eeking 
waiver of the effec tive date for compliance vith certain 
reguirements of the minimum Federal safety standards for 
pipeline facilities and the transfortation of gas, 49 CPB 
192, Subpart I. 

Section 192.457(b) (3) of subpart I provides that bare or 
coated distribution pipelines installed prior to August I, 
1971, must, not later than August I, 1976, be cathodically 
protected 11in ar eas in which active corrosion is found." It 
further provides that "the operator shall determine the 
areas of active corrosion by electrical survey, or vhere 
electrical survey is i■practical, by the study of corrosion 
and leak history records, by leak detection survey or by 
other ■eans. n 

Wilson requested the Co�mission 
compliance _vith the requireaents 
from August I, 1976, to August I, 

to extend the deadline for 
of 49 Cl'B 192.q57(b) (3) 
1979. 
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The Gas S ection cf the Ccmmission Engineering Staff 
reported that Wilson has 87 miles- of co ated and wrapped 
steel mains, 24 miles of bare steel mains, 5,219 coated and 
wrapped steel services, 198 bare steel services, and 322 
plastic or copper services. Since the major i:art of its 
system is u nder pavement, the City ha s chosen to 
cathodically protect all of its coated and wrapped steel 
mains and to use leak history records instead of electrical 
surveys to determin e areas of active corrosion on its bare 
mains. 

The Staff also reported that the City conducts systemwide 
leakage surveys at least once every three years, 
semiannually in areas where active corrosion is found,_ and 
the City is presen tl.y obtaining inf·or■ation on the 
installation of large diameter flastic pipe to augment its 
corrosion protection program. 

In support of its application the City showed that as of 
June 14, 1976, 68.8 miles cf mains coapr1s1ng 621 of its: 
coated and wrapped mains vere under cathodic protection . A 
rectifier bas been instal1ed to protec t  an additional 8.9 
miles of mains, but the City must eliminate shorts a nd 
in sulate couplings before protection is completed. 

In August 1975, the City determined that 4. 75· miles _of 
bare mains existed in areas of active corrosion. As of June 
14, 1976, 0.75 miles of th ese 11.ains had been replaced with 
coated and wr apped steel and were und e r  cathodic protection. 
According to the City•s leak history records, there is no 
active corrosion on the ·remaining 20 miles of bare mains. 

Wilsen proposed the follo"lling program to achieve system 
c ompliance by the end of the waiver period: 

1976-77 

1977-78 

1978-79 

ANNUAL EXPENDITOBES 

$20,000.00 

20,000.00 

20,000.00 

PERCENTAGE OF PROTECTION 

851 

JOOI 

The city stated that it plans to achieve compliance vith 
the m1n111um Federal standards by installing a nodes, 
r eplacing bare mains a nd servic es, insulating walves and 
fittings, installing test stations, and ■aintaining that 
portion of the system which is already in complianc e. 

on June 30, 1976, the Commission issued an Order Granting 
Waiver effective 60 days from the date of receipt by the . 
office of the Secretary of the repartment of Transportation. 

on September 28, 1976, the Commission received a letter 
from the Office of Pipeline Safety Operations, Depart■ent of 
Tran sportation, · objecting to.the granting of the waiver and 
staying the Commission• s aqtion. Further re·vision_ of the 
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Order dated October I 9, I S76, 
telephonic recommendations from the 
March 1977. 

was made pur�uant to 
Sec�etary in �anuary and 

Because the City of Wilson has not complet.e1y disregarded 
its responsibilities in regard to the corrosion control 
regulations: having attempted to protect all of its coated 
steel pipeline whether or not it is in an area of active 
corrosion; having ail ongoing hot-spot and replacement 
program for its bare mains; having proposed a definitive 
plan which in time ¥cold apparently resul.t in the 
elimination of this noncompliance, the commission feels it 
can defer the imposition of a penalty vhil.e the City of 
Hilson executes a plan to achieve compliance. Failure by 
the City of Wilson to either satisfac torily impl�ment or 
prog_ress its plan will result in a review of the situation 
and · the moving by the co■mission to seek the penalties 
.heretofore deferred. 

IT IS, THEREFORE, ORDBBED as follows: 

I• That the City 
Commission has found 
1n.q57(b) of Title 

for corrosion control 

of Wilson be notified 
it to be in violation 

49 of the code of Federal 
since August I, (976. 

that this 
of Section 
�egulations 

2.. That the City of Wilson shall prepare and fol.low a 
written plan far achieving appropriate corrective action .. 
The plan shall include: a. the sc ope of Mork which _is ta be 
performed, b. the co�mencement and projected completion 
dates of the project including scheduled aan hours and 
scheduled dollar allocations, and c. the accomplishment 
timetable detailed in sufficient •anner to show actual man 
hours devoted to the project, Eroject expenditures, and 
percent of project completion, said plan shall be filed with 
the Commission within 30 days of thi� O�er. 

3. That during the feriod of continuing noncompliance· to
§192.457(b) the City of Wilson shall file vith the 
Commission progress reports cu the for■ entitled, "NCUC
cathodic ProteCtion Bei=o.Ct Bev. I," attached hereto as
Appendic es I and II, semiannually, for the periods ending
February I and August I, not later than February JS and
August 15, respectively.

q •. That the penal ty against the City of Vil.son for its 
failure to comply vith the corrosion control regulations is 
herewith deferred but that the city of Wilson be informed 
that failure by it to maintain a curxent st-atus vith the 
corrective action plan or reporting of the progr ess being 
made shall be su fficient cause for the Commission to 
immediately act on assessing a civil penalty. 

ISSUED BY ORDER OP THE CQBHISSION. 
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This the 29th day of April, 1571. 

NORTH CAEOLINA UTILITIES COMMISSION 
(SEAL) Kathe rine M .. Peele, Chief Clerk 

Note: For Appe ndices I and II, see official oraer in t he 
Office of the Chief Clerk. 

DOCK�T HO. G-9·, SUB 156 

BEFORE THE NORTH CAROLINA O'tILI'IIES COllHISSION 

In the Ka tter of 
Piedmont Natural Gas co., Inc .. - Bequest ) ORDER 
to Amend it s Corrosion Control Program ) GRANTING 
Regar ding Protecticn of Bare Mains ) Al!ENDHEHT 

BY THE COMMISSION: The Offic e of Pipeline Safety 
operations of the 'United Sta tes Department of Transportation 
p·r omulgated Minimum Federal safety Reg u lations for pi"peline 
facilities and the transpo rtation of gas in q9 CPR Part 192. 

on December 30, 1970, the North Carolina Utilities 
commission issued an Order under tocket. No.. G-(00, S ub 13 
adopting the Minimum Federal Safety Regulations for Natural 
Gas Pipeline Safety as adopted by the Department of 
Transp ortation in q9 CFB Part 192 and by re f erence al.l 
subsequent amendments. A .oew subpar t  I was added to Part 
192 of Title 49 of the Code of Federal. Regul.at ions, 
effective August I, t97 I, regar ding "Requir ements for 
cor rosion Con trol". 

Under the provisions of G •. s. 62-50, the North Car olina 
Utiliti es Com■ission has pipeline safety jurisd iction over 
all natural gas publ ic �tilities and municipal natural. gas 
fac ilities i n  North Carol ina. The Commission has entered 
into an agreement and bas been certified by the United. 
States Department of Tr ansportation to regulate and/or 
inspect all natural gas pipeline facilities in Nort h 
Carolina for compliance vith the Minimum Federal Safety 
Regulations other than master meter c ustomers. 

On June I 5, 1976, the Commission issued an Ordec und er 
Docket No. G-9, Sub 156, granting Piedm6n t Natural. Gas co.,

Inc .. (Piedmont) an extension of the effective date of 
compliance vi th the provisions of qg- CFR 192.q57(b) f rom 
August I, 1976, to August - I, 1979, based on Pied■ont•s 
projected program .for compliance. On August 13, 1976, the 
Department of Transporta tion, through C esar DeLeon, Acting 
Director, Office of PipEline Safety operations, advised the 
Commission that the above Order Grant ing Vaiver had been 
stayed. 

On October 5, 1976, the commission issued a S how cause 
order to Pied■ont for · failu r e  to actively implement it s 
cathodic protection plan presented in its Waiver Reguest on 
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nay II, 1976, and accepted by the Commission in its Order 
Granting Waiver on June 15, 1976. 

l\s result of the Shov Cause Heari-ng. on No-vember I, 1976, 
the Commission issued a Recommended Order to Seek Civil 
Penalty for Non-ccmpliance. This Order of March 23·-, 1977, 
instructed Piedmont to inplement its cathodic Protection 
Plan and follow a schedule for compliance. ltonetary 
�anctions in the amount of Sl,000.00 were ordered against 
Piedmont and subseguently collected for failure to meet the 
July 29, (976, deadline for co■pliance of qg CFR 192.457(b).

In Piedmont's plan for pro tection, the company designated 
a single corrosion leak as an area of active corrosion and 
stated that each such leak would r equire isolation and 
protectioil. �his included both bare and coated and wrapped 
main s. 

On July 
permission 
protec tion 

11As 
va rious 
e11e�ged. 

6, _ 1977, Piedmont aske a the 
to amend its Cathodic Erotection 
of bare mains. Piedmont stat·es: 

Commission for 
Plan regarding 

vork under our program 
business dist:cicts, two 

has progressed in the 
maj 01: p:coblems b.a ve 

"I) The installation and protective process has 
proven itself to be incredibly complex. The piping 
networks to be protected combine bare steel, coated steel, 
an d cast iron. Field joints ccnnec t this combination of 
mat erials and are welded er made with compression 
couplings. l'lany of these jcints arE, or act as, 
insulators. In addition to this probl.em, each section to 
be protected not only must .bE isolated from .other gas 
mains and structures but also must be made electrically 
continuolls within itself by lccating and bonding •across 
t hose compression· fittings which act as insulators. In· 
all, a myriad of probleas- can develop, and in fact, have 
developed, to complica te and slow the application• of 
cathodic protection in business areas. These concepts and 
systems which are theore tically feasible are often not 
ca pable of reasonable .or practical implementation . 

112) The handling of l::a"re steel mains has created 
the second major problem. In out: OP.inion, in order. to 
apply cathodic protection to tare steel mains which .are in 
cl.ose proximity to.- other underground fai::ilities, companies 
must introduce so much protective current that the other 
facilitie s could be exposed to potentially da_maging 
i nterference. 

110ur concern for these problems is by no means new. 
In an earlier report dated nay I I, 1977, ve strongly 
en couraged the Comrission to adopt. a system of •bot spot• 
·protection as a workable and practical 13.ethod of solving
these problems of cathodic protection of bare mains. 
Unfortunately, since that date, our experience has•. only 
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reinforced the belief that modifications to the existing 
policy are desperately needed. 

11our neneved proposal for a system of 'hot spot• 
protection of bare mains would concentrate protective 
measui:es at knov n places of corrosion activity. Although 
every pipe would not be cathodica1ly protected. those 
pipes and areas needing thE gr eatest attention would be 
protected through the installation of anodes. we have 
developed, and are proposing, methods for ini tiating and 
implementing the change to 1 hot spot1 protection: 

"1 l Anodes 

caused 

in the 

vill be installed vhen a corrosion
leak on a bare steel main is discovered 
normal c;:ourse of leak repal.r operations. 

112) At locations where corrosion-caused leaks on
bare mains have alrea dy been repaired and
plotted oil our maps since August I, 1971, ve
will go back and i11stall anodes. In order to
monitor our p rogress in this area, ve will,
upon approval ,, provide a list, lJ°y district, of
the tctal number of incidents of corrosion
caused leaks o n  tare mains that have been
repaired vith no cathodic protection applied.
We will report progress at intervals
established by the commission staff.

113) If additional corrosion activi ty is reported in
an area where 'hot spot' protective measures
have been applied,, ve will attempt to isolate.
and cathodicall y protect the affected section
of bare main or replace the old pipe with a
steel coated and cathodically protected main.

"ij) When cor rosion acti'Vity is discovered on a bar e
steel service line, 'hot spot• protection may
be applied if the general condition of the pipe
appears to be good. Otherwise ,, the service
will be r eplaced vitb steel and eit�er
cathodically protected or inserted vith
plastic."

The Staff of the Commission's Pipeline Safety section 
investigated Piedmont's claim regarding its problems 
encountered concerning protecticn of bare mains and concurs 
with Piedmont on this matter. After reviev of Piedmont.'s 
proposed amendment to its Cathodic Pr otection Plan regarding 
pro tection of bare mains,, the Staff recommended that the 
Commission accept the change.in Piedmont's plan conderning 
protec_tion of bare mains. . / 

Based on the infor■ation of record noted above and the 
entir e record in this matter ,, · the Commission finds and 
concludes that the amendment to Piedmont's cathodic 
Protection Plan, reques ted by Piedmont and recommended by 
the commission staff,, should be granted. 
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IT IS, THEREFORE, ORDERED as fellows: 

That Piedmont's cathodi c  Protection Plan regarding 
protection of bare mains be am.ended to the extent that: 

I • 
on a 
leak 

Anodes will be installed •hen a corrosion-caused 
bare steel main is discovered in the normal course 
repair ope:cations. 

leak 
of 

2.. A.t locations where corrosion-caused leaks on bare 
mains. have already been "repaired and plotted on maps since 
August I, 1971, Piedmont vill go back and install anodes. 
In order to monitor progress· in this area ,. Piedaont will 
provide a list, by district, of the total number of 
incidents of corrosion-caused leaks o n  bare mains that have 
been repaired with no cathodic protection applied, and will 
report·progress at inte rvals estatlished by the commission 
staff .. 

3. If addit ional. corrosion activity i•s reported in an
area where "hot spot" protective measures h ave been applied ,. 

Piedmont will attempt to isclate and.cathodically protect 
the affected section of ba re main or replace the old pipe 
with a steel co ated and cathodically protected main. 

q_ When corrosi on activity is discove red on a bare steel 
service line, "hot spot" protectio n may be api;ilied if the 
generai con dition of the pipe appears to be good. 
Otherwise ,. the service will be replaced v ith steel and 
either cathodically protected or inserted with plastic. 

ISSUED BY ORDEB OF THE COHHISSION. 
This the 23rd day of August ,. 1977. 

(SEH) 

NORTH CAROLINA UTILITIES COHMISS ION 
KatherinE H. Peele,. Chief Clerk 

DOCKET NO. G-9 ,. SUB 167 

BEFORE THE NORTH CAROLINA UTILI'IIES COHHISSION 

In the Hatter of 
Application of Piedmont Natural Gas Company ,. Inc., ) ORDER 
for Authority to Participate in Eascogas LNG Project ) 

BY THE COt!.IHSSION: By Petition filed wi th the Commission 
on March B ,. 1977 ,. Piedmont Natural Gas Company ,. Inc. 
(Piedmont) seeks approval from this Commission for its 

par ticipation in a project designed to supplement Piedmont's 
flowing gas supplies by obtaining liquefied natural gas 
(LNG) from Algeria. Under the terms of the proposed 
agr eement ,. Piedmont would pay appr oximately 2.781 of the 
cost and r eceive approximately 2.73i of the gas purch ased by 
Eascogas LNG ,. Inc. from Algonguin Gas Transmission Company 
and Public Se rvice Electric and Gas C ompany. In order for 
Piedmont to be able to ·receive this gas ,. it must execute 
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thre e precede nt agreements. Such agre ements provide for 
purchase of the gas, provision of terminalling services and 
transportation service. All three agreements must be 
executed on or before l'larch 28, 1977. 'Ihe petition doe� not 
recite a specif ic figure, a hi"gh-lov rang e or even an 
es·tima te of the ·u1 timate cost of such gas to the consumer in 
North Carolina. 

The Public Utility Act (Chapter 62 of the Gen eral Statutes 
of North Carolina) reguires a certific.at ed public utility 
natural gas company, �ucb a� Piedmont, to provide good and 
reliable natural gas service to its customers within its 
franchised territory. How the ccupany obtains its long�term 
gas supplies is not a matter for this commission, but is a 
matter for the exercis e of the ccmpany1s business judgment.
It is the policy of this Commission that the risk of 
obta ining long -term gas supplies is a reasonable and 
ordinary business risk of the utility company and is not the 
risk of the custome�s or this commission. If ana vhen any 
gas flows to North Carolina und er the arrangements present ed , 
in· t he petition, that will be the appropriate time for 
action by this commissi on to ei:ercise its statutory pover 
with regard to �he price at vhicb such gas may be sold. In 
any event, since the first d eliveries of such gas are not 
scheduled until 1978, any present opinion expressed by this 
colllmission vith regard to the t:.Iopriety of purchasing such 
gas vould merely be advisory and would not be binding on the 
Commission in 1978. 

The Co1111ission, ther efore, concludes that the petition 
fi}.ed by Piedmont i n  this docket should neither be approved 
or disapproved and that the Compa ny should be advised to 
take whatever steps it d eems reasonable and prudent, in the 
exercise of its best aanagerial judgment, to sec ur e the 
availability of future supplies of gas sufficient to comply 
with t.be service obligations of its franchise. 

IT IS SO ORDBRBD. 

ISSOED BY CRDER OF THE COMMISSION. 
This the 22nd day of March, I 977. 

(SEU) 
NOBTH CAEOLINA UTILITIES COMMISSION 
Katherine M. Pee le, Chief Clerk 

DOCKET NO. G-5, SOB I 22 

BEFORE THE HORTH CAROLINA UTILITl�S COl'!HISSION 

In the Matter of 
Public Service Company of North Carolina, ) ORDER TO SEEK 
Inc. - Failure to Comply with Minimum ) CIVIL PENALTY 
Federal Safety Reg ulations 49 CfB 192 ) FOB NON-
Subpart I ) COl'IPLIANCE 
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HEARD IN: 

BEFORE: 

APPEARANCES: 

GAS 

commission Library, Ruffin Building, one West 
Morgan street, Haleigh, North Carolina, on 
December I, 1976 

Commi ssioner w. lester Teal, Jr., Presiding; 
Cqmmissioners Ben E. Roney and v. Scott Harvey 

Po_r the Respondent: 

F. Kent Burns, Attorney at Lav, Post Office Box
1406, Raleigh, Horth Carol.ina 27602
For: Public servi�e Company o� North 

Carolina, Inc. 

For the Commi ssion Staff: 

Antoinette R. 'iilike, Associate Commission 
Attorney., North Caro lina Utilities Commis sion,. 

Ruffin Building, Post Office Box 991, Raleigh, 
North Carolina 27602 

BY THE C0!'IHISSI0N: Under provisions of G.;S. 62-50, the 
N. c. U. c. has pipeline safety jurisdiction over all natu ral 
ga s utilities in North Carolina. The Commission has entered 
into agreement and has been certified by the u.s. DepartQent

.of Transpo rtation to inspect, enforce, and/or regul ate all
natural gas pipeline facilities in North Carolina, other
than master metered facilities, f or compliance with the 
Minimum Federal Saf ety Begulati ons 49 CfR 192. These safety
require ment s were adopted by the commission Order issued 
December 30. 1970, in Docket Ne. G-100, Sub 13. 

In June 1970 the Secret ary of Transportation i ssued a 
proposed rulemaking for the minimum requirements for 
corrosion control. Subsequently. on .June 25, 1971, 
regula tion s for the minim.um requirements for corrosion 
c ontrol of natural gas pipelines vere adopted into the 
safety regulations under subpart I of Part 192 and became 
effective July 31. 1971, said amendment being also adopte d 
by the Commission. 

In general, Section 192.455 of subpart I r equires all 
buried or submerged pipeline s iDstalled after th e July 31, 
( 971, effective dat e  to have an external coating and to have 
a cat bodic protection system designed to protect the 

pipeline in its entirety installe d vit·hin one year after 
completion of construction (unless the operator de■onstrat e s  
ce r.tain conditions showing that t h ose requirements need nbt 
be met). 

Subs�ction (b) (3) of secticn J92.Q57 generally provides 
that buried or subme rged 'distribution pipelines installed 
prio r to the effective .date (August I, 1971) must no later 
than· August I, 1976, be cathodically protected "in ar eas in 
vhiCh active corrosion is found." It is further required 
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that "the operator shall deter■ine the areas of active 
corrosion by electrical survey, or vbere electrical survey 
is impractical, by the study of ccrrosion a nd leak history 
records, by leak detection survey, or 1:ly other ·■eans. n 

Subsections 192. 465 (a) and (d) require that existing 
cathodic protection sections be scnitored once each.calendar 
year at intervals not exceeding fS ■onths and that pro■pt 
remedial action be taken to correct deficiencies indicated 
by that monitoring. 

On August f3, 1976, Public Service co■pany of Horth 
Carolina, Inc., filed an  application for extension of the 
August I, 1976, deadline to a date not later than August I, 
J 979, in order to comply vith the reguireaents of Subpart I. 
In support of its appl ication, Public service stated that 
there vere approximately 450 1ile s of bare distribution 
mains on its system which, it contends, are i■practical to 
protect and 11.ust, therefore be replaced; that its corrosion 
program was fully incorporated in early (973; that• it plans 
to protect all small systems (approximately 351 of its 
distribution syste■) before atteopting to protect its larger 
systems; that only 20 of the 75 smaller tovns had sufficient 
anodes installed; that a six-�eek training course for its 
nev corrosion personne l vould be conducte d; that surTeys to 
determine the suitability of rectifiers would be perfor■e d; 
and that corrosion leak pl.otting l"as being i■ple■ented_. 

During August and sep te■ber 1976, the Gas Section of the 
Commission Engineering Staff performed an audi't of Public 
service's cathodic protection program on its distribution 
systems. The Staff's audit report cited deficiencies in 
compliance wit h the "iniauo Safety Regulations of Section 
192, Subpart I, as outl.ined below: 

1. § 192.QSS Fublic Service had failed to provide 
cathodic protection to approzi■ately 80 
miles of nev distr ihution pipel.ine 
installed afte r the July 31, 1971, 
effective date. 

2. § 192.457 (b) Fublic Service had failed to deter11ine
areas of a ctive corrosion on its 
distribution pipelines vhich existed at  
the time of the adoption of Subpart I. 

3. § 192. 1165 (a) Public Service had failed to ■oni tor its
existing cathodic protection systems. 

ii. §192.46S(d) Public se rvice had faile d to take
re■e dial acticn ·vhere 11oni toeing 
indi cated remEdial act ion vas necessary. 

s. §192.469 Public Service had not perfor■ed 
adequa te fiel.d testing at sufficient 
points to determine the adequacy of 
cathodic protection. 
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The Staff •s report indicated that training of the 
Company• s corrosion personnel 11as being performed after the 
deadline for compliance with the re gulations. 

Finding that Public service had failed to show grounds for 
the extension of the August I, J976, deadline and that 
Public Service had not submitted an adequate plan for 
achieving compliance, the Commission on October 22, 1976, 
cited Public Service fer nonccmpliance with the safety 
re gulations and ordered that the Company appear before the 
Co11mission on November 22, 1916, to shov cause why the 
commission should not seek monetary sanctions as provided by 
G.S. 62-50 (d) ag ainst Fublic service for its failure to 
comply vith the reguire•ents of subpart I. By order issued 
October 28, 1976, the bearing was continued to Decemb er I, 
!976. A motion filed Ncvember JS, 1976, by Public service 
to postpone the hearing 30 days vas denied by Order issued
November 24, 1976.

The matter came en for hearing en December I, 1976, in the 
Commission Library. Richard a. Belcher of the Engineering 
Division, Gas Section staff� testified as to the findings of 
the Staff's safety audit of Public Service's corrosion 
records and field procedures. Mr. Belcher•s testimony 
tended to show the following: 

1. Public service did not institute the distribution
system cathodic protection pxccedures required in the 
regulations until after March IS73. 

2. Public Service did not det ermine areas of active
corrosion dur ing the �eriod July 31, 1971, through August I, 
1976, as required by §192.457(h). 

3. Public Service did not cathodically
pipelines as required by il9�.Q55, the 
unprotected being approximately 80 miles. 

4. Public service began protecting its
system s first, but as of July 2«3, 1976, only 
135 miles of 2,640 existing miles vere 
protec tion installations throughout t he entire 
systems. 

protect nev 
total miles 

small. existing 
approximately 

in cathodic 
distribution 

5. Public Serv:i,ce failed to properly monitor 430 
cathodic protection sections and failed to properly perform 
at least 707 individual ins�ecticns required by §192.465(a). 

6. Public Service failed to take remedial action 
required b y  §192.465(d) in -133 cathodic proteCtion sections 
11 hen indicated during moni tcring. Indications on Company 
records noted no Femedial action for pe riods of tVO and 
three years. 

7. Public Service 1 s field testing procedures 11ere not at
sufficient points to determine the adeguacy of the cathodic 
protection. 
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a. Public Service has not isolated its small.er systems 
where anodes are inst alled, and in such ar eas the level. of 
protection is not adequat e  a nd the a nodes are being dr ained 
by t he metallic structur es to vhich the gas pipe is shorted. 
Section J 92. ll67 r equires electrical isolation. 

Joseph F. Hoon, Senior Vice President of Operations, 
testified o n  beh alf of Public Service. ftr. Hoon•s testi■ony 
t ended to show the follcwing: 

1. Public service did not euploy distribution corrosion 
c ontrol personnel until early 1913. 

2. Public Service has a good saf ety record, and no 
corrosion leak bas resul.ted in an accident on i ts system. 

3. Public Service h i r e d  
i n  the summer of 1976 to 
cathodic protection, program. 

an d trained additional pe rsonnel 
ispleaent an d insti tute its 

Q. Public Service has begun t o  plot corro sion-caused 
leaks i n  an effor t to determine a r eas of corrosion as 
evidenced by knovn le-aks. 

s. Publ.ic service has not had sufficient 
trained personnel to implement corr osion control 
and remedial actio n. 

numbers of 
monitoring 

6. Public Service has modified it s corrosion manual. 

7. Public Servi ce requests t hr ee years to i■plement and 
complete the cathodic protect ioD Frogra■• 

8� Public Service has h ad knowledge of the requiremen ts 
of 49 CPR 192, subpart I, since 197(. 

9. Public S e rvice contends that using electrical surveys 
to find areas of active cori:osion would necessitate 
i solation of the gas pipeline, making electrical surveys 
impr ac tical in most cas es. 

At the conclu sion of the hearing, Public Service requested 
and vas allowed 60 days wi thi n vhich to f ile an exhibit 
shoving areas of active ccrrosion on the Company's 
distribution system. This e:irhitit, filed on January 11, 
1.977, shows that Public Ser'Vice has a total of 3,132.29 
miles of pipelines of which 306.42 �iles (in Q32 catbOdi c  
protec tion section s) are designated a s  areas of active 
corr osion. 

Base d on the foregoi ng and the record in thi s matter, the 
Commission makes t he following 

PIHDIHGS 0� FACT 

1. Public service ccapany did not i111ple■ent a cathodi c
protec tion program for it s distritution pipeline pursoant to 
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the ftiniaom Federal Safety Regulations, qg CFB 192, Subpart 
I, effective July 31, 1971, unti1 early 1973. 

2. Public se rvice did not employ corrosion personnel for
its distribution a. rn the amount· of SI ,000 for
Public service's failure to achieve compliance
sufficient personnel to carry out its program prior
to the August I, J976, deadline for compliance vith
t�e 49 CPR I 92.457.

3., Public Service is in  nonccapliance vith the fo lloving
s ections of 49 CFR 192, subpart I, for distribution pipeline
cathodic protection and testing:

(a) §I 92. 455 Cathodic protection of ne11 pipeline. 
Approxi■ately 80 miles of nev pipeline 
vere not cathodically protected as of 
August I, 1916. 

(b) �192.457(b) Establish■ent of areas of active
corrosion and cathodic protection of 
existing pipelines. 
Areas of active corrosion vere not 
determined and only approximately J35 
miles of existing lines vere cathodically 
protected as of July 29, 1976. 

(c) §192.465(a) Monitoring cathodic protection
installations. 
surveys of  450 cathodic protection 
installations, totaling 707 inspections 
for the period March 1973 -through July 
1976, were not properly cond ucted. 

(d) §I 92.Q65 (d) Re■edial acticn on faul.ty cathodic
protection installations. 
A total of 133 installations displayed 
lov readings vitb no re■edial action 
recorded as of July 29, 1976. 

(e) §I 92.467 Electrical isolation of pipeline for 
cathodic protection. 

(f) i I 92. 469 Testing cathodic protection installations 
at s ufficient points to determine 
adequacy of pxotection 1evel. 

4. Since the issuance of
October 22, 1976, Public; Service 
some noncompliances cited in the 

the Commission's 
bas commen ced to 
Staff •s report. 

Order of 
eliainate 

5. Public service does not expect that it can comply
vith the reguire■ents of 49 CFB 192, Subpart I, w ithin less 
than a three-year period. 
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6. Public service has not �resente d  a detailed plan and
timetable of the mini11u■ action required in order to comply 
with the regulations within a three-year period·. 

Based on the evidence presented in this matter ., the 
Commission reaches the fo11oving 

CONCLUSIONS 

1. That Public Set:vice Company has failed to comply vith
the following provisions of 49 CFR 192, subpart r, for . the 
cathodic protection of its distribution syste■: Section 
192. CJSS, Cathodic protection cf nev pipel.ines; sEtction 
192.457(b), Estahlishcent of areas of active corrosion and 
cathodic protecticn of existing pipelines; section 
192.465(a), Monitoring cathodic protection installations; 
section (92.465(d) ., Remedial action on faulted cathodic 
protection installations; Section 192.467, Electrical 
isolation of pipe line for cathodic protec tion; and section 
I 92.469, Sufficient testing of cathodic protection 
installations. 

2. That Public service ccmpany
detailed plan for achieving compliance 
regulat ions. 

has not presented a 
vit h Subpart I of the 

3. That Public service is in noncompliance with the 
provisions of the commission's rules and regulations as 
prescribed under 49 CFR 192, subpart I, and has not set the 
burden of proof to show cause why it should not be fined 
pursuant to G.S. 62-50. Therefore, the commission concludes 
that monetary sanctions should be i■posed on Public Service 
and that said sanctions should be borne solely: by the 
stockholders of the company. 

4. That Public Service has a good safety record and is 
increasing it s action toward co■fliance. For these reasons, 
the commi ssion further concludes that the full amount of the 
monetary sanctions authorized by lav would not be 
appropriate at this time. Failure to co.11.ply qver extended 
periods of t ime, however, cannot be overlooked. This is an 
appropriate instance for which monetary sanction should be 
approved. This penalty is being imposed in such a manner as 
to make the pe·nalty more sewere a s  the length of time of 
noncompliance is extended. It is int ended also t o  serve as 
an incentive for Public Service Company to bring its system 
i nto compliance as soon as it can and, t hereby, avoid 
further �enalty. 

IT IS, THEREFORE, ORDERED: 

J. Th at the Legal Division of the commission Staff shall 
proceed, pursuant to G.S. 62-50, to seek ■onetary sanctions 
against Public service Company of North Carolina, Inc., for 
its failure to comply vith the provisions of 49 CPR 192. 
Subpart I, the Mini■um Federal Safety Regulations dealing 
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with external. corrosion ccntrc_l of buried OJ:' submerged 
pipelines, as follows: 

a. In the am.aunt cf $1,000 for Public service•s
failure to achie�e compliance by August J,
1976; and

b. In daily amounts as set forth in Appendix I
ranging from $5 tc $30 per day for continuing
noncompliance.

Further, that the foz:egoing sacctions shall be borne sol.ely 
by the shockholders of the Company. 

2. That Public service shall prepare and submit a 
program, acceptable to  the com■ission, that vill. achieve 
compliance vitb 49 CFR 192, subi:art •I, on or before December 
3(, 1979, said- report to be filEd within 60 days of the 
issuance of this Order. 

3. That further mone tary sanctions for continuing 
noncom1=liance vith 49 CFR 192, sulpart I, shall be stayed 
pending satisfactory progress tcward and co■ple tion of the 
plan to achieve compliance by DEcemter 31, J979. 

4. That Public Service shall file a report of its
progre ss tovard full compliance �ith 49 CFB 192, Subpart I, 
every six mon tbs for the perio ds ending August I and 
February I to be received ty the Gas section of the 
commission before August 1s and February 15, respectively. 
The report form and the initia.l filing date vill be 
furnished by the Commission. A finding by the Commission 
t hat Public Service Company" is in compliance vith 49 CPR 
192, subpa rt I, at any time before Decemter 31, 1979, vi.11 

serve to stay that part of the sanctions r8ferred to in 
Ord ering Paragraph I on and after the date of such finding. 

ISSUED BY ORDER OF 'IHE COHHISSICN. 
This the 7th day of March, 1977. 

(SEU) 
NOETH CAfOLINA UTILITIES COHHISSIOR 
Katherine B. Peele, Chief Clerk 

APPENDIX I 

Period 

April I, 1977 through September 30, ( 977 
Octobe r I, 1977 through March 31, 1978 
April I, 1978 through September 30, 1978 
October I, 1978 through March 31, 1979 
April I, 1979 through September 30, 1979 
October I, 1979 through December 31, 1979 

Daily A mount 

$ 5

IO 
15 
20 
25 
30 

Total amounts due to be paid 11i thin IO days of the end of 
each period. 
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DCCKFr NO. G-35 

BEFORE THE NORTH CAROLINA OTILnns COHl!ISSION 

In the Matter of 
Kings Mountain's Failure to Comply with ) 
the Commission's PiFeline Safety Standa rds) ORDER REQUIRING 
in S ection 192 Title 49, Code of Federal ) li'BITTEN BEl!OBT 
Regula tions ) 

BY THE COftMISSION: The Natuxal Gas Pipeline Safety Act 
(49 u.s.c.A. 1671, et §.fill., Pub. 1.. 90-481, 82 stat. 720) 
(t he Act) was adopted August 12, 1968. The Act requires the 
secretary of Transportatio n ( the secretary) t o  "establish 
minimu■ Federal safety standard� for the transportation of 
gas and pipeline facilities". The Office of Pipeline Safety 
Operations of the United states Depart■ent of Transportation 
pro11.ulgated 1'1inimu11 Federal safEty Regulations for pipeline 
facilitie s and the transportation of gas in 49 CER Part 192. 

On Decem.ber 30, 1970, the North Carolina Utilities 
Commission issued an Order under Docket Ho. G-100, Sub 13 
adopting the l!inimum Federal Safety Regulaticns for Natural 
Gas Pipeline safety as adopte d by the Department of 
Transportation in 49 CFB Part 192 and by reference all 
subsequent amendments. 

Under the provisions of G.S. 62-50, the North Carolina 
Utilities coamission has pipeline safety jurisdiction over 
all natural gas public utilities and municipal natural gas 
facilities in North Carclina. 1he commission has entered 
into an agreement and has teen cert ified by the UD.ited 
States Department of Transportation to regulate and/or 
inspect a ll natural gas pi Feline facilitie s in North 
Carolina for compliance with the Hinimu■ Federal Safety 
Regulations other than master ■eter customers. 

G.s. 62-50 (a) ·provides that the com.mission may require
intrastate utilities includin g municipals own ing natural gas 
distribution systems to file such information as may he 
n ecessary to show compliance with the safety st andards 
promulgated by the Commission. Where the Commission has 
re as on to believe that an y interstate natural gas company or 
any intrastate natural ga s utility (including ■unicipals 
owning natural gas systems) is not in co■plianc e vith the 
Commission's safety standards, the Co■aission ■ay, after 
notice and hearing, order said interstate n atural gas 
co�pany or intrastate n atural gas utility (including 
municipals owning gas systems) tc take such measures as ■ay
h e  necessary to comply wi th suc h standards. 

F-urthermore, G.S. 62-50 (d) and ( e) state: "(d) Any person 
who violates any provision cf this section, or any 
regula tion of the Utiliti es Commission issued thereunder, 
s h all be subject to a civil pe1:alty not to exceed one 
thousand dollars ($1,000.00) for each violaticn for e ach day 
that the violati on persists, the 11axi11um civil penalty not 
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to exceed tvo hundred thousand dcllar s ($200,000.00) for any 
continuing violation; (e). any action for civil penal.ty or 
any claim for said penalty mcy be compromised by the 
Utilities C omaission and settled for an agreed amount. In 
deter■ining the amount of the penalty i■posed in civil 
action, or the amount agreed upon in compromise, the amount 
of the penalty shall be considered in relation to the size 
of the bUsiness of the perso� charged, the gravity of the 
violation, and the good faith of the person charged in 
a tte:11.pting to achieve compliance, after any prior 
notification of a violation." 

The city of Kings Mountain ovns and operates 
distribution system totaling 55 pipeline ■iles 
about 2500 customer s. 

a natural gas 
and serving 

The commissi-on•s Pipeline Safety Staff has conducted 
routi�e inspection audits to determine whether natural gas 
system , operators are cc■plyiug vith the Pipeline Saf ety 
Regulations. commission records indicate that results of 
inspec tion audits in August 1976, January 1977. and July 
1977 have £ound repeated viclations of the following 
regulations: 

Section 192.55 
section 192.181 
Section J92.747 
Sect ion 192.201 
Section 192.619-621 

Section 192.603-5 
sect ion 192.615 
Sectiqn 192 Subpart I 

Steel Pipe Specifications 
D istribution Valve Plan 
Distribution valve Inspection 
Relief DeYice setting s 
!I axicaum Allow able Operating 
P ressure 
operation and aanual Maintenance 
E■ergEDCY Plan 
Corrosion Control 

the failure by the City of Kings �ountain 
co•ply ·vitb the Pipeline Safety 

commission is o f  the opinion that steps 
insure the safetJ of the lives and property 

come vithin the vicinity of the Kings 
Gas Pipelines. 

As the result .of 
to satisfactorily 
Begula.tions, the 
must be taken to 
of persons vho 
aountain Natural 

All information fil ed pursuant to 
considered regarding whether . a civil 
imposed and the amount thereof. 

IT IS, THEREFORE. ORDERED as follows: 

this Order will be 
penalty should be 

(I J - That pursuant to G.S. 62-50 (a), the City o f  Kings 
Mountain file a detailed ¥ritteD reFort vitliin 30 days from 
the date of this Order set ting out the status of all known 
deficiencies to the Pipeline Safety Regulations and a 
detailed written plan for achievi ng compliance vith each 
regulation in violation and· all other inforaation which 
Kings Mount�in regards as appropriate. 
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(2) That failure tc co■ply vith this Order shall result 
in the issuance of a Shov cause Order ulti■ately seeking 
assessment of appropriate penalties. 

ISSUED BY ORDER OF THE COftftISSIOY.

This 17th day of August, 1977. 

(SEAL) 
NORTH CAEOLINA UTILITIES COMBISSION 
Katherine ft. Peele, Chief ·clerk 
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DOCKET NO. 8-59, SOB 

BEFORE THE NOBTH CABOLTHA DTILI'lIES COMIUSSIOR 

In the !latter of 
Application of the Housing Authcrity and 
Redevelopment  commission of Pemtroke for a 
certificate of Public convenience and 
Necessity 

) ORDBB 
) GUNrING 
) CERTIFICATE 
) 

REABD IN: 

BEFO RB: 

APPEARANCES: 

The Commission Hearing Roa■, 
430 North Salisbury Street ,. 

Carolina, at J0:00 a.m. on July 

Dobbs Building, 
Raleigh, Horth 
13, (977 

Chairman Tenney I. Deane, Jr. (Presiding) and 
Commissioners Robert K. Koger and John A. 
Winters 

For the Applicant: 

Ertle Knox Cba�is, 
Strickland ,. P. o. Bex 
Carolina 28358 

For the Commission Staff: 

Locklear, Chavis & 
877, Lumberton, North 

Edvard B. Hipp, Ccmaission 
Building, 430 North Salisbury 
North Carolina 27602 

Attorney, Dobbs 
Street, Raleigh, 

BY THE COMKISSION: This •atter is before the Commission 
upon application of the Housing Authority and Redevelopment 
Commission of Pemb roke (hereincalled the "Local Authority"), 
for a Certificate of Public convenience ana Necessity for 
the establishment, construction, operation and maintenance 
of JOO dvel.ling units of lov rent public housing for local 
citizens and for authorization to exercise its right of 
eminent domain in connection with the construction thereof. 

By Order dated Jone 13, 1977 the Comai.ssion set the 
application for public hearing on July 13, 1977, and ordered 
that notice of the bearing be published in a newspaper 
having general circulation in the area. 

At the hearing, Applicant introduced into evidence its 
various exhibits and the affidavit of publication of t he 
notice of the hearing. In addition, Applicant offered the 
testimony of Hr. Clinton L. Thomas, Jr., secretary of 
Applicant Housing Authority and Redevelopment Commission of 
Pembroke. 

Kr. Philip Bay Locklear, P. o. Box 329, Pembroke. North 
Carolina offered testimOny on behalf of his grandmother. 
Hrs. Bonnie Locklear of Pe11brcke. Mrs. _Bonnie Locklear is 
the major h eir to approximately 19 acres of the estimated 
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total 28 acres required for the 100 unit low-cost housing 
project which includes a Day car e Center w�ich will 
accommodate about 75 children, ages 3 - 5 years. 

No other parties e ither protesters or intervencrs offered 
testimony. 

Based upon the evidence adduced at the h earing, the 
Commission makes the following 

FINDINGS OF !ACT 

I• That the Local Authority of the Town of Pembrok e, 
North Carolina, is a duly created and e:r:isting body 
corporate p ursuant to the Housing Authority Lav as set forth 
in chapter 157-1, et seq., and 160A-SOO, et seq., of the 
Gelleral Statutes of North Carolina and powers contained in 
its Articles of Incorporation or any amendments thereto. 

2. The Local Authority caused its application to be 
pr.operly filed vith the Ccmmissici: on June 2, 1977, in which 
it applied for a Certific ate of Public Convenience and 
Necessity for the establishment of 100 dwelling units o f  low 
rent public h ousing for local citi2ens and for authori2ation 
to exercise its right of eminent domain in connection vith 
the construction thereof. By order dated June  13, 1977, the 
Commission set the time, dat e and pla ce of hearing on the 
matter and required that notice te published in a. newspaper 
having general circulation in the Pembroke, North Carolina 
area not later than five (5) days prior to July 8, 1977, the 
date for filing of protests. Said notice vas published in 
Ihe Carolina !ndi1m Voice, a newspaper having general 
circulation in the area, on �une 30, and July 2, 1977. 

3. That the Tovn Council of the Tovn of Pembroke
regula rly. la vf ully, and unanimously enacted an ordinance 
designated as "The Housing Authority and Redevelopment 
Commission of Pembroke" (herein referred to as the "Local 
Authority"): that thereafter a certificate of Incorporation 
vas issued by the Secretary of State of the State of North 
Carolina, on the 30th day of November, 1973, a copy of vhich 
vas attached to the application, ■arked EXHIBIT A. 

4. At a regular meeting of the Comlli.ssioners o f  the 
Local Authority held on Harch 6, 1974, a Resolution vas 
unani11ously adopted authorizing the submission of an 
Application for a lov-rent housing progra■• A copy o f  that 
Resolution vas attached to the application, mar ked EXHIBIT 
B. 

5. At a regular session of the Board of Comaissioners of
the Town of Pemtroke, held at the Tcvn Ball of the Tovn of 
P embroke on  �arch 4, 1974, unanimously adopted a Resolution 
approving an application for a preliminary loan for low-rent 
public hou sing. A copy of that Besolotion vas attached to 
the Application and marked EXBIEI'I: c. 
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6. subsequently, the Department of Housing and Urban 
Development approved 100 housiDg units for the Town_ of 
Pembroke and a preliminary loan in the amount of $379,000.00 
for the.purpose of making surveys arid planning in connection 
with the lov-rent housing project and other incidentals 
preparato ry to the construction of said units, and a 
Preliminary Loan contract t A-2669 vas entered into between 
the Housing Authority and Redevelopment Co■mission and the 
Department of Dousing and Urban tevelopment, dated the 20th 
day of ·June,. 1974. A copy of this contract vas attached to 
the application, marked EXHIBIT D. 

7. Testimony of l!r. Clin ton L. Tho11as, Jr., Secretary of
the Local Authority and the supporting data attached to the 
"Application for Lov-Rent Housi11g Progra■s" reveals a need 
for this project •. Statistics gathered by the 1960 United 
States census shov that there are 199 renter-occupied units 
vithin the corporate limits of the Toun of Pembroke, of 
vhich 16· are in dilapidated conditions, and of the 425 
classifi_ed as in sound conditio11, q3 of these lack some or 
all facilities. The total FOfulation of · the Tovn of 
Pembroke, North Carolina, according to the f960 census vas 
1982 persons. Based upon said statistical.information and 
upon survey, inspection, analysis and study, the Tovn 
Council of the Tcvn of Pe■brcke and the Housing Authority 
an d Redevelopment Commission ha�e found that there is a need 
for lov-rent public housing vhich is not nov being met by 
private enterprise. 

8. Testimony of ftr. Philip Bay Locklear, vho bas served
in the role of adviser to his _grandmother, Mrs. Bonnie 
Locklear, testified that he nor his grandmother vere opposed 
to the constru�tion of the 100 units of-lov-rent housing an� 
the Day care center and that tbei:e vas a bona fide need for 
these facilities. 

Mr. Locklear testified that he and his grand■other 
intervened in the proceeding to register -their opposition to 
th� purchase price the Local AuthoCity had offered for the 
appro ximately 18 acres of land ovned by their family and 
required for the proposed fOO-unit lov-rent h ousing project. 
Also, they vere not interested in selling an ·additional 
tract of approximately 1.20 of an acre vhich vould make the 
total acreage of the housing project large enough to 
accommodate the Day Care Center. The opposition to the sale 
of the additional 1.20 acre is 11ot because of the Day care 
Centei: but ftr. Locklear and his grandaotber have other 
planned uses foF this particular parcel of land. 

9. Kr. Edvard B. Hipp, the Ccmmission Attorney, advised
Kr. Locklear that  the com■ission•s duty vas to determine if 
a need existed for lov-rent public housing and not to 
determine the value of the property reguired for the 
development and construction of the project. The proper 
fcirum for the determination of a fair price for the real 
properties required for the project barring mutual agreement 
by the parties uould be in the Courts of Robeson county. 
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10. The Commission finds that there exists a need for 
low-rent public housing for the local citizens of Pembroke 
which is not being met by private enterprise. 

11- The Local Authority has taken all the steps required 
by lav to enable it tc dol y make this application and to put 
itself in a position to establish and develop 100 units of 
low-rent public housing including a Day care Center for its 
local citizens. 

CONCLUSIONS 

The local Authority of the Tovn of Pembroke, Horth 
Carolina, has met the requirements of applicable lav vith 
respect to acguiring a certificate of Public convenience and 
Necessity and the authority to exercise the right of e■inent 
domain in the acquisition of the proper ty required for the 
constructio n, aaintenance and operation of (00 units of low
rent public housing for local citizens and bas deaonstrated 
a n eed for said additional housit:g in the co■■unity. 

IT IS, THBBEFORE, ORDERED as follows: 

I. That the Local Autho rity of the Tovn of Pembroke, 
Nort h Carolina, be, and hereby is, gr ante d a certificate of 
Public Convenience and N ecessity for the establi sh■ent, 
construction, maintenance and operation of 100 units of low
rent public housing for local citizens and that this Order 
shall itself constitute such certificate of Public 
Convenience and Necessity. 

2. That the Local Authority of the Tovn of Pembroke, 
North Carolina, be, and hereby is , granted authority to 
exercise the right of eminent domain in the acquisition of 
the property on vhich said uni ts including the Day care 
Center are to be placed. 

ISSUED BY ORDER OF THE C088ISSIOH. 
This 3rd day of August, (977. 

(SEU) 

NORTH CAROLINA UTILITIES COHHISSION 
Anne L. Olive, Deputy Clerk 
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DOCKET NO. B-69, SUB 121 

BEFORE THE NORTH CAROLINA UTILI'IIES CO!UI.ISSION 

In the Matter of 
Continental Southeastern Lines, Inc., ) RECOMMENDED 
P. a. Box 2387, Charlotte, North Caro 
lina 28234 - Petiticn by Sandhills Area
Chamber of Commerce, Incorporated, for 
Improved Bus service an d the Estal:lish
ment of a centrally Located Bus Station 
Facility in the Aberdeen, Pinehurst and 
southern Pine s comiD.unities by continen
tal southeastern Lines, Inc. 

) ORDEB DENYING 
) PETITI ON TO 
) RELOCATE BOS 
) STATION 
) 
) 

) 

) 

HEARD IN: Commission Bearing 
West �organ Street, 
January 5, 1977, at

Room, Ruffin Building, One 
Faleigh, North Carolina, on 
t0:00 a .. m. 

BEFORE: Hearing Commissioner J. Ward Purrington 

APPEARANCES: 

For the Applicant: 

R. c. Bovison, Jr., and Edvar d s. Finley ,. Jr.,
Joyne r and Howison,. Attorneys at Lav, P. o. Box
109, Raleigh, North Carolina 27602
For: Continental Southeastern Lines, Inc.

For the Intervenors: 

w. Lamont Bro11n, Bxo11n and Pate, Attorneys at
La11, Post Office Bex I f6, South�rn Pines, Horth
Carolina 28387 
For: Sandhills Area Chamber of Commerce, Inc. 

For the Commission Staff: 

Dwight W. All.en, Assistant Commission Attorney, 
North Carolina Utilities Commission, P. a. Boz 
991, Raleigh, No rth Carolina 27602 

PURRINGTON, HEARING C0!1!USSIOfiER: On November 26, 1976, 
the sandhi 11s Are a chamber of comm�rce, Incorporated 
(Chamber), southern Pines, Ncrth Carol.ina, petitioned the 

Commission for improved bus service t o  Aberdeen, Pinehurst 
and Southern Pines, North Carolina for t he existing bus 
statio n in Aberdeen to he moved to a more central location. 

The Commission, believing that the Petition raised 
questions affecting the public interest, issued an Order on 
December 10, 1976, setting the natte r for public hearing on 
January S, 1977, in the Hearing Roo11 of the Commission, 
Ruffin Building, One iest ftcrgan Street, Raleigh, North 
Carolina. 
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The January 5, 1977, hearing was held as scheduled and the 
following witnesse s appeared en behalf of the Chamber; 
Willia■ E. Parfitt, President of the Pinehurst Village 
Council; Jack s. Younts, Chairman of the Chamber's 
Transportation Committee; E. J. Austin, Mayor of Southern 
Pine s; Phillip s. Brown, Executive Director of the Episcopal 
Rome for the Aged; Fabert Feele, Postmaster of Southern 
Pines; Floy d "-· Sayre. Jr •• Executive Vice President of the 
Chamber and Harris Blake, President of Pinehurst Hardware 
and supply Company. 

Thomas B. 
Southeastern 
Local Agent 
Continental. 

Davis, Area sales Manager 
Lines. Inc. (Continent al) and 
for Continental, appeared 

for 
Bay 
as 

Continental 
e. Stewart,

vi tnesse s for 

Upon inquiry, counsel for the Chamber indicated that the 
reques t for improved bus service contained in the Chamber•s 
Peti ticn re ferred to improved tus s ervice between the 
Sandhills Area and Raleigh. Counsel for continental 
contended that since the Petition referred only to bus 
service in general, the scope of the hearing should be 
limited to the relocation of the l:us station only. The 
Hear;ng comaissioner, noting that the. Petition mentions bus 
service in general terms and that continental is not 
franchised to serve between the Sandhills Area and Raleigh, 
ruled that the complaint regarding bus se rvice vas vague and 
ambiguous and therefore the scope of this hearing would be 
limited to the relccation of the bus station. 

Witness Parfitt testified for complainant that he had 
first purchased a home in Finehurst in 1955. His 
familiarity vith the bus station arises from takin g his 
nieces and nephews to catch the bus. Be stated that he 
considered it unsafe to take his nieces and nephews into the 
dark.ened alley at the pcesent bus station. He indicated 
that he had been to the station about four time s within the 
last year. On cross examination, !tr. Parfitt said that he 
did not personally use the bus and that h e  knew of no crimes 
which had occurred around the present location. ftr. Younts 
testified as ChairBan cf the Transportation Committee of the 
chamber. He stated tbat he has attended meetings in which 
alternate locations for a bus station wer e consider ed. He 
indicated that the AHTRAK staticn vas considered promising 
by his Co■mittee but vas rejected by Continental. Hr. 
Younts also said he considered Bell's Amoco, a former 
location of the bus station, tc be more conveniently located 
than the present facility since passengers are not now 
loaded in Pinehurst er Southern Fine s. Witness Younts also 
reviewed a numb er of other 1ocations which his Committee has 
considered. He stated that the Intersec tion of 15-501 is 
the center of the Sandhills area, and that while the Town of 
Pinebluff is in the same area, his t estimony celates to the 
triangle of Pinehurst. Southern Pines and Aberdeen. on 
cross examination, Hr. Younts indicated that he did not know 
that buses could be flagged dovn en the road, that he has 
not personally taken a bus frcm the area in about seven 
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years and that no one in his family has taken the. bus in or 
out of the triangle area (Piliehurst, southern Pines and 
Aberdeen) within the last year. 

Witness E. J. Austin stated that southern Pines is the 
largest town in the area and that·, in his opinion, more 
citizens from that tcvn used the bus as a means of 
transportation. Mr. Austin offered a map of the area and 
expressed belief that the Fre.sent station vas not located 
near the center of population. Be indicated that he did not 
ride the bus personally but did use it for expres s and that 
members of hi s family used it for transportation. on cross 
ex amination Witness Austin admitted that the Southern Pines 
and Aberdeen city li■its al■ost join but noted· that the 
present bus station is in Southern Aberdeen. He stated 
the"re were a lot of low incc1e and retired person s in 
southern Pines who he though t �cold ride the bus, but he had 
made no study of vho would ride the bus. Upon further cross 
examination, Witness Austin indicated that his southern 
Pines office is about two to three miles from the existing 
bus station but that he felt a more convenient site could be 
found. on redirect, he indicatEd that he had received some 
complaints f rom merchants in Southern Pines concerning the 
present location for express ship110-nts. On re-cross he 
testified that these complaints involved general discussions 
and that a medical doctot was the only complainant he could 
specifically remember. 

Witness Phillip s.  Brown testifi"ed that the average age of 
persons living at the Episcopal Home is 82 years and that 
his residents felt more secure at t he former location. Be 
s tat ed that parking is so■etimes a Froblem at the present 
1ocation and the lighting is inadequate for people with poor 
eyesight. ·on cros s examination, he indicated that a staff 
person must wait for .the buses to depart about once every 
three months. Hr. Brown stated that atout three of the 100 
residents of the church facility use the bus on a regular 
basis. _ He has not seen the bus station persona1ly. 

Witness Robert Pee1e testifie d that prior to the 
rel.ocation of  the bus station fi::om southern Pines to its 
presen t Aberdeen site, aail co�ld be transported to the bus 
station and dispatched tvice per day. However, since postal 
regulations prohibit carriage of ■ail across delivery zones, 
the southern Pines Post Office cannot take its mail to the 
Aberdeen bus station. consequently, the mail has only gone 
out once per day since the staticn vas relocated.

Witness Floyd Sayre provided background data relative to
the dispute between the Cha■ber and Continental over 
location of •the bus station. 

_ He offered photographs of .the present bus station. Hr. 
Sayre .expressed th� opinion that the appearance of the 
existing location is in_tolerable aiid that passengers must be 
loaded in an unpaved back alley vhere only very poor 
lighting is available. Be further stated that he had seen 
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unsightly signs on the windows and had observed trash. near 
the entrance. He stated that the population ·ot Pinehurst is 
I 100; Aberdeen, 1600; and Southern Pines, 8,000 and that he 
felt the present station vas l.ocated a·vay fro■ the center of 
population. Mr. sap:e testified that the Cha■ber has 
suggested the fol.loving sites as al.ternatives to the present 
location and reviewed the situation as to each site. 

(I) AMTRAK station
(2) Kyle Stephenson's troperty (The Three Pigs)
( 3) Sand hi 11 1 s Auto Parts 
(4) Thomas Oil company Property 
(5) Service station on a. s. Highway I
(6) Location near o. s. 15-501 and U. s. I intersection 
(7) Building next to Past Fare Food Store 

Harris Blake testified that nc member of his fagily uses 
the bus for transportation, that he has recei,ed freight by 
bus but does not use it f or shipping. Mr. Blak.e' l=i business 
is located five miles fro■ the bus station, but he might use 
the station more for freight if it vas ■ore centra lly 
located. On cross examina tion, he stated that he might use 
the bus for receiving inbound freight but he did not have 
authority to direct the 11ode cf transportation. 

Thomas B. Davis, testifying fer Continental, stated that 
his company tries to locate in areas that are convenient to 
its customers, and surveys indicate that lover income 
individuals a re its aain customers. Witness Davis stated 
that local agents are paid 151 of gross receipts and that, 
the company does  not guarantee leases ■ade  by. its agents. 
He indicated that Bay Stevart, th e local agent in the 
Sandhills Area, is a good agent and operates the local 
station efficiently. Mr. Davis st ated that it is difficult 
to get qualified, dependable agents, and the coapany vould 
not vant to replace Mr. Stewart in order to relocate the 
station. He offered an e%hihit i11diCatiog that revenues at 
the nev station (Janaary-ftay, 1976) exceeded revenues at the 
old station (.January-May, 1975) hJ approximately $4,000. 

During this �ame period of 1976 re venues froc other North 
Carolina stations were generally declining a s  co•pared to 
revenues for 1975. Collections Agent Stewart receives a 
commission of approxieately ISS, from �hich he must pay the 
expenses of his operation, including bus station rental. 
Witness Davis stated that the local Chamber Committee was to 
find a suitable locaticn on Bighvay I prior to Septeaber I, 
1976, or "forget about it." Continental did not hear from 

them prior to that deadline. Mr. Davis indicated that the 
alternate sit es suggested by Witness Sayre vere either not 
available, too expensive or would require a nev agent. Be 
did state that Sandhills Auto Parts Building might be 
suitable, if available. On cross eJ:amina.tion, Hr. Davis 
stated that the existing station is not centrally located 
but that he is pleased that revenues have increased and he 
vould prefer not to move as a result of those increased 
receipts. He indicated that his coapany vould consider 
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moving if a new location vas found suitable to Hr. Stewart 
and which better served the needs of the public and the 
company. 

Ray H. Stewart testified that he bas served as local agent 
for about six years. He moved to the present location vben 
he  vas given less than seven days• notice to vacate the 
previous site on U. s. I. Mr. ,Stewart stated the present 
locatio n is better than the previous one (which had no cover 
for passengers) because it has a large waiting roo■ and is 
heated in winter and cooled in ·summer. · He also indicated 
that the unsightly signs had been removed and that, in his 
opinion, the two floodlights for l.ighting in the rear are 
sufficient, particula rly since cnly one bus arrives after 
B:00 p.Cl. Witness stevar t stated that froa. December 20, 
f 976, until January 4, 1977, be had conducted a traffic 
survey at .his station · which shoved that 40 people from 
Abe1:deen rode the bus, 28 f rom Pinebluff, 19 from Southern 
Pines and 6 from Pinehurst. He also indicated that the 
present Aberdeen station is 2.2 miles from Pinebluff city 
limits, 11.6 mil.es from Pinehurst city limits and 2.2 ailes 
from southern Pines city lillts. He stated that the 
alternate sites suggested by Witness Sayre vere eit her 
unavailable, too expensive, requix:ed a nev agent or were 
otherwise not acceptable. He stated that, if available, the 
Sandhills Auto Parts building •■ight be a�ceptable.. Hr. 
Stewart said he would be willing to relocate if a more 
suitable l.ocation vere found but that, be bel.ieves the 
present location is centrally located for people vho use the 
bus .. 

Based upon the testimony at 
filed therein and from the recor d 
Commissioner makes the fol.loving 

the hearing, the exhibits 
as a vhole, the Bea1:ing 

FINDINGS OF FACT 

(I) Continental southeastern Lines, Inc.. (Continental) is
a certificated carrier, licensed under Certificate No. B-69
to · transport passengers and f:ceight in No:cth Carolina, 
including the area of Pinehurst, southern Pines, Aberdeen 
and Pinebluff (hereinaf ter called Sandhills Acea). 

(2) Continental currently Oferates a bus sta tion for the
sandhills Area through Bay B .. Stevart, its lpcal a ge nt, 
which station is presently located in the Tovn of Aberdeen. 

( 3) The bus · station vas roved to the present site in
September, f975. 

(II) Since the time the bus station vas moved to its
present location, revenues have iucreased. 

(5) Of the passengers riding the bus 
I 976, and January 4, 1977, 40 ve:ce fro■ 
Pinebluff, J 9 from southern Pines and 6 

between December 20, 
Aberdeen, 28 from 

from Pinehurst •. 
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(6) The existing bus
Pinebluff city limits, 2.2

limits. and 4.6 mi1es from 

station is located 2.2 �iles 
■iles.from Southern Pines
Pinehurst city 1imits.

463 

fro■ 
city 

(7) The present bus staticn is adequate to serve the
citizens of the Sandhills Area and is safer and more suited 
for a bus station than the previous location. 

Based 
as to a 
fol l oving 

upon the foregoing Eindings of Fact and the record 
whole, the Hearing Cc•missioner reaches the 

CONCLUSIONS 

This docket vas initiated by a Petition of the sandhills 
Area Chamber of coamerce, Incorporated, (Chamber) and as 
Petitioner (Complainant), the Chamber has the burden of 
proof to show that the existing bus station is inad equate, 
poorly located, and not suited for the needs of the 
sa ndhills Area. The Chamber has failed to carry that 
burd en. 

The Chamber arg ues that the existing location is not 
centrally located and thus. is net suited to the needs of 
the citizen s of the Sandhills Area. It further alleges that 
the station is located in an unsafe area and not easi1y 
accessible to  the public. Tbe Bearing commissioner finds 
these contentions unpersuasive and not supported by the 
grea ter veight of the evidence. 

Although the present staticn is not located in t he 
geographic center of the Sandhills Area, it is only q.6 
miles from Pinehurst and 2 .. 2 miles froa Southern Pines and 
Pinebluff distances li'hich the Hearing Coamissioner 
concludes are reasonable. It is also significant that the 
ridership has increased since the station vas relocated 
v hich indicat es t hat the exis ting location is convenient for 
those citizen s wishing to use bus services. 'lilhile witnesses 
for the Chamber reported general co■p1aints fro■ business■en 
concerning express shiEments, it is noted that express 
revenues, as vel1 as passenger revenues. have increased at 
t he Aberdeen station. 

Severa l vi tnesses for the Chamber contend the present 
station is unsafe due to  its dovntovn location and poor 
lighting conditions. A review of the eYidence concerning 
the safety conditions indicate that the statements vere 
general in nature and no vitness could recall any crimes, 
injuries or accidents occurring at or near the station. 
While lighting at the loading ar ea could possibly be 
improved, the evidence reveals that the area is. equipped 
vith floodlights and that only one bns arrives after 8:00 
p.m. The Hearing Commissioner concludes that not only is
the existing station safe and adequately l.ighted but that
the present facility represents, in QaDy respects, an
improve■ent over the previo us lQcation. For example, the
present stati on. u nlike the previous one, has a waiting rooa
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which is he ated in the winter and cooled in the summer. 
Likewise, buses can move to the rear of the build ing• for 
loading and unloading, thus, avoiding traffic congestion 
from loading operations on the main street. 

Witness Robert Peele stated that the postal service picks 
up the mail in Southern Pines at .6: 00 p. 11. Prior to the 
relocation of the bus station, 11.ail vas addit ionally 
del.ivere d to the station a t  noon and thus dispatched tliice 
daily. Postal regulations prohibit t he southern Pi nes 
postal officials from d:civing tc Aberdeen to deliver the 
mail to the present bus station. Although it might be 
desirable for the mail to be disp atched tvice daily, the 
Hear in g Com■issioner believes, and concl.udes, that any 
inconvenience in mail deliveries results from the 
inflexibility of postal regulatioxs a nd not from the actions 
qf Continental or its local. agent in locating the bus 
station in Aberdeen. 

The Hearing Commissioner bas considered and revieved the 
alternative locations discussed by the parties to this 
action. Vhile some of the locations might be near er the 
�enter of population, there is no evidence that these 
locations are more conveniently lOcated for persons usi ng 
.bus service. Additionally, the rEcord indicates that all of 
the suggested alt ernatives a re e i  tber unavailable, too 
expensive or 111ould require a new local agent. One 
alternative location (Sandhills Auto Parts Building) 
app eared t o  have potential as a ccapromise site and ■ight 
still he agreed upon by the parties if it is availablei but 
the question here is the suitability of the existing 
station. 

It should be noted that froa. January to Bay, 
t otal revenues from passenger and fre ight se rvice 
to $1 B,536 or approximat ely $3,707 per month. 
local agent, vho receiv.es only 151 of this amount, 
his ovn expenses, the choices available to 
necessarily limited. 

1976, the 
amounted 

Since the 
must pay 
him are 

In an area vbich has several distinct com•unities, it is 
virtually iapossible to choose a bus station location that 
is satisfac tory to everyone. Nhile the present facility is 
not perfect, the Hearing coamissioner concludes that its 
loca tion, consid ering the record as a who le, is sufficient 
and adequate for the needs of the Sandhills Are a . This 
order is not inte nde d to imply that the pr esent facility is 
t he only possible site for a tus station. As indicated 
above, if the parties to this complaint should find a new 
facility tha t  is �cceptable to the Chaaber, Continental and 
its local agent, the Com■ission, in all probability, would 
have no objection to relocation of the bus station. Based 
on the overall record in this case and the suggested 
alternatives, however, interventicn by the Commission ·to 
affect relocation at this time is not varranted. 
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IT IS, THEREFORE, ORDERED that the Petition of the . 
sandhills Area Chamber of Co■■erce, l'.ncorporated, is,. and 
the same is hereby, denied. 

ISSUED BY OBDEB OF THE COHHISSION. , 
This the 17th day of Plarch., 1577. 

(SEAL) 
NORTH CA60LINA UTILITIES COBHISS ION 
Katherine H. Peele, Chief Clerk 

DOCKET HO. B-339 

BEFORE THE NORTH CAROLINA DTILI'IIES COHHISSIOH 

In the Matt.er of 
Williams Bus Rental, c/o Theodore ) RECOHHEHDED ORDER 
Williams, Route 2, Box 37-A, Ebony, ) GRANTING APPLICAT.IOH 
Virginia - Application for Authcriza-) 
tion to Transport Passengers J 

HEARD IN: Warren county Courthouse, Warrenton, North 
Carolina, on October 27, ) 977 

BEFORE: Bearing Examiner Antoinette B. Wike 

APPEARANCES: 

For the Applicant: 

T. T. Clayton. Clayton & Balf. 307 R. Franklin 
Street. Warrenton. Ncrth Carolina 27589 

For the Public Staff: 

Dwight V. Allen. 
Commission. P. o. 
Carolina 21602 

Nor th Carolina Utilities 
Box 991. Raleigh. North 

WIKE• HE�RING EXAMINEB: Ey application filed on August 
30, I 977, Theodore Willia ms. d/b/a · Williau.s Bus Rental. 
seeks common carrier authority to transport passengers £ram 
Warrenton, North Caro.lina. over s. R. 1001 to Henderson. 
North Carolina. and thence over s. R. 39 to Tovnsville. 
North Carolina. and return. serving all intermediate points. 
On September 9. 1977, the Commission issued an order setting 
the matter for hearing and requiring the Applicant to give 
pub.lie notice. On October I I, 1977. the Public Staff of the 
Commission filed Notice of Intervention, which was 
recognized by Order issued October 12. 1977. The com11ission 
received no Frotests or other mcticns to intervene in the 
matter. Notice of the application and hearing vas published 
in 1.h.§. Warren Reco£,g on September 15 and 22. 1977. 

At the call of the hearing, 7beodoce Williams vas present 
and represented by counsel. Be testified that he is 42 
years old; that for four years he has operated a bus service 
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transporting schoo1 and church groups; that he uses tvo 39-
passenger buses nov a nd if the �reposed authority is granted 
he probably will acquire a nother bus; that he bas received 
several requests. including one from an official of Vance
Granville Community College. to operate the proposed 
service; that a number of people travel between Vance and 
Warren Counties to and fro■ work; that no other bus co■pany 
offers service along the p�oiosed route; that it had been 
suggested that he charge $.70 one �ay from Warrenton to 
Henderson and $ I • 55 on to To 11msville; that he believes he 
would have sufficient ridership to enable him to break even. 

Clarence Davis. Sheriff of warren County. testified that 
he has known Theodore Williams for 15 years; that Hr. 
Williams• character a nd reputation in the com■unity are 
good; that. while he does not live on the proposed route. he 
trave.ls al■ost daily on it and has heard some fifteen to 
twenty people there discuss bus service with Hr. Williams; 
that there is no existing bus service over the proposed 
route; that such service would b e  cheaper than . personal 
transportation. 

Julius Banzet. retired Chief· Judge of the 9th Judicia l 
District Court. testified that he has knovn Theodore 
Williams for eight or nine years; that .fir. Williams• 
character a nd reputation are excellent: that many people 
living in or near Warrenton and either work or attend school 
in Vance county; that he vonld like to have bus service 
which would put bin in contact �ith Greyhound in Henderson. 

Betsy Frazier. a native of warren County. testified that 
she bas known Theodore Williams for five years and he is 
dependable and ot geed character; that Warren County is a 
poor county and many people there do not have private 
automobiles; that she goes to Henderson once every week. or 
two and would ride Mr. Williams• bus; that she also would 
allow her teenage son tc ride it. 

Richard H. Greene cf Macon. owne r of RHG Insurance Agency 
and Funeral Hone. testified that he bas known Theodore 
Williams for ten years; that Kr. Williams is an outstanding 
person; that warren county residents now hitchhike and 
carpool to Henderson; and that the proposed service would 
provide convenience and economy. 

E. A. Turner. an insurance agent and funeral home manager 
in Warrenton and Chairman of the Warren County Board of 
Education. testified that he has known Theodore Wi11iams for 
15 years; that Hr. Williams is of good character and that be 
loves buses; that there is nc bus service along the proposed 
route; that many people there work and shop in Henderson. 

The Applicant also tender ed ten witnesses whose testimony 
would have been identical to that presented. The public 
Staff offered no evidence. At the close of the hearing it 
was agreed t hat llr. Willia11s would 1Jeet with people along 
the proposed route and submit a sche dule of operations as a 
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late filed exhibit. Thi s exhibit, which vas filed on 
November 10, 1977, is Sll.llmarized as follows: 

Departure Arrival 

Warrenton 7:00 A.M. Henderson 7:QS A.H. Tovnsville 8: 15 A. ll. 
3:00 P.K. 3:QS P. K. Q:15 P.H. 

Tovosville 8: I 5 A.H. Hen derson 8:QS A.H. Warrenton 9:30 A.H. 
Q:15 P.H. Q: q5 P.H. 5:30 P.H. 

Based up on the foregoing, 
hearing, and the en tire record 
Examiner makes the following 

the evidence adduced at the 
in this matter, the Hearing 

FINDINGS OF FACT 

1- That the Appli cant Theodore Willi ams, d/b/a Williams
Bus Rental, h as ma de applica ticn to this Com.mission for 
common carrier authority to transport passenge rs over the 
following toute: from Warrenton, North ·Carolina, over s.R. 
I 001 to Henderson, North Carolina, thence o ver S.R. 39 to 
T ovnsville, North Carolina, and return, serving all 
intermediate points. 

2. That the Applicant noli cvns tvo 39-passenger buses 
and has tot al assets of a pproxima tely $34,000.00. 

3. That the Applicant has o perated an exempt charter bus
service for four years. 

IJ. That 
rendered by 
route. 

no common ca rrier bus servi ce 
any authorized motor carrier over 

is prese ntly 
the propo sed 

5. That the proposed se rvice vill not unlawfully affect
service to t he public by ether publ.ic utiliti es. 

6. That the public convenience and necessity require the
proposed service to be rendered, according to the schedule 
submitted, Konday through Friday. 

7. That the Appli cant is fit, willing and able to 
properly perform the proposed service. 

B. That the Applicant is solvent and financially able to 
furnish adequate service on a continuing basis. 

Whereupon the Hearing Examine r  reaches the followi ng 

CONCLUSIONS 

Th� Hearing Examiner concludes that the-proposed service 
is in the public interest; that there is a need and demand 
for such service to be ren dered tv ice daily as scheduled, 
Monday thr ough Friday, vhich can best be met by the 
Applicant; that the i:roposed service vill not unl awfully 
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affect service to the public by other public utilitiesi that 
the Applicant is fit, willing and able to properly perform 
the proposed service; .that th8 Applicant is solvent and 
financially ahle to furnish adeguate service on a continuing 
basis; and that, the Applican t•s having met the burden of 
proof p rescribed by statute, the Application herein should 
be approved. 

IT IS, THEREFOBE, ORDERED as follows: 

I. That the application of Theodore Willia11.s, d/Q/a 
Williams Bus Rental, fo r authority to engage in the 
transportation of passenger s, as more particularly described 
ill Exhibit A attached hereto and made a part hereof, be, and 
the same is hereby, approved. 

2. That Theodore Williams, to t he extent he has not done
so, shall file vit h the commission evidence of insur ance. 
tariff of fares, rates and charges, timetables and lists of 
equipment to be used in connection uith the authority herein 
acquired within thirty (30) days from the date this Or der is 
issued. 

3. That the Applicant shall maintain his books and
records in such a manner that all t he applicabl.e items of 
information required in the prescribed Annual Report to. the 
Commission can be readily identified and can be utilized by 
t he Applicant in the preparation cf said Annual Report. 

4. That unless the Applicant complies vi th the 
requirements set forth in Decretal Paragraph 2 above, and 
begins operation as authorized within a peri9d of thirty 
(30) days after this or der becoaes final, unless such time
is  extended by the commission upon written request,. the
o perating authority granted herein shall cease and
d etermine.

ISSUED BY OBDBB OF THE COftftISSION.
This the 1st day of December, 1977. 

(SEAL) 

Docket No. B-339 

EXHI� 

NOBTH CABOLINA UTILITIES COMMISSION 
Anne L. Olive, Deputy Clerk 

Theodore Williams 
d/b/a iilliams Bus Rental 
Baute 2, Box 37A 
Ebony, Virginia 23845 

Transporta tion of pa ssengers, ·over 
the fo llowing route: from Warrenton, 
North Carolina, over s. R. (001 to 
Hen derson, North Carolina, thence 
over S.R. 39 to Tovnsville, Hor th 
Carolina, and return, serving all 
interaediate points. 
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DOCKET NO. B�33 i 

BEFORE THE NORTH CAROLINA UTILITIES CO!UIISSIOH 

In the Matter of 
Pleasants T ravel service, 2601 
Spring11ood Drive, Greensboro, North 
Carolina - Application for Brckers 
License 

) RECOMMENDED ORDER 
) GRANTING BROKERS 
) LICENSE 

l 

HEARD IN: 

BEFORE: 

APPEARANCES: 

The commission Hearing Roo■, Ruffin Building, 
One West Mor gan Street, Ralsigh, North 
Carolina, on February II, 1977 

Jane s. Atkins, Bearing Examin er 

For the Applicant: 

Flossie Coope r Pleasants (For 
Pl.easants Travel Service, 2601 
Drive, Greensboro, Borth Carolina 

For the Commissicn Staff: 

Herself), 
Spring wood 

Paul L. Lassiter, Associate Commission 
Attorney, North Carolina Utilities Commission, 
Post Office Box 991, Raleigh, North Carolina 
27602 

ATKINS, BEARING EXAftIHEB: Ey Application filed vith the 
Commission on December 27, 1976, the Applicant Flossie C. 
Pleasants, Pleasants Travel Service, 2601 Springvood Drive, 
Greens boro, North carclina, seeks a broker•s license 
pursuant to N.C.G.S. 62-263 to act as a broke r in int rastate 
operations from all points in Guilford county to all points 
in North Carolina and return. By• Orde r issued January 4, 
1977, the Commission, being of the opinion that said 
Application was a matter affecting the public interest, 
assigned the matter for hearing in the Comm.issi.qn Hearing 
Boom on February 11, 1977, and required that protests, if 
any, be filed vith the Commission at least 10 days prior to 
the hearing date. No one petitioned to intervene in the 
matter or p rotested the Application. 

The matte r came on for hearing Eehruary II, 1977, at 10:00 
a.m. in the commission Hearing Room. The Applicant and an
attorney for the Commission Staff vere ptesent for the
hearing.

Flossie Pleasants took the stand on her ovn behalf and 
testified that ,she holds authority from the Interstate 
Commerce Commission (ICC) to act as a broker in interstate· 
operations; that she has been in the. tourist business for a 
number of years; and that she .noM pians to conduct tours 
within North Carolina •. Ba■ona Curtis .testified for, �he. 
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Applicant and stated that she bad knovn Hrs. Pleasants since 
1955 and has been on trips vitb her in the past; that she 
feels Mrs. Pleasants is capable of providing the services 
of a broker in North Carolina; that there is a ·need for her 
services; and that Hrs. Pleasants has a good reputation. 
Also testifying for the ApplicaDt vas Margaret s •. McHaffey. 
Hrs. �cBaffey stated that she feels there is a need for the 
services for which the Applicant seeks authority and that 
Mrs. Pleasants can very adequately provide those services. 

Based upon the entire record in this proceeding, the 
Bearing Examiner makes the following 

FINDINGS OP PACT 

(I) That the Applicant has authority to act as a broker
in interstate operations from the ICC. 

(2) That the .Applicant has had several years of 
experience in the tcur business. 

(3) That the Applicant is not an e ■ployee or agent 0£ any
licensed motor common carrier. 

(4) That the Applicant proposes to use and engage only
those motor carriers authorized b y  this co■mission to
tra·Iisport passengers by mo.tor vehicle in intrastate commerce
in North Carolina. 

(5) That the service proposed by the Applicant is desired
and will he used by the public.

(6) That the Applicant is fit, willing and able to
properly perform the proposed servic�. 

(7) That the Applicant has filed vith the Commission a
valid and sufficient bond of the type required by G. s. 62-
263 (e) and commission Rule B2-66(c). 

Based on the foregoing Findings of Fact, the Hearing 
Examiner makes the following 

CONCLUSIONS 

The Applicant has satisfied the s�totory reguireaent ,by 
meeting the burden of proof that she i� fit, willing and 
able to properly perform the p�cposed service, and is able 
to conform to North Carolina lav and to Com■ission rules and 
regulations pertaining to brokers. The proposed service is 
consistent vith the public interest ana public policy. 

The Bearing EXaminer is of the opinion and hereby 
concludes that the brokers licemse applied for in this 
Application should be granted. 

IT IS, THEREFORE, OBDEBED that the_ Application in Docket 
No. B-331 be granted and that the Applicant Flossie c. 
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Pleasants , Pleasants Travel Service, 2601 Springvood Drive, 
Greensboro, North Carolina, be issued a license to engage in 
the business of a broker for tours from all points in 
Guilford County to all points in the State of North Carolina 
a -nd return; and that the bond filed with the Comaission is 
accepted as valid and sufficient under the provisions Of 
G.s. 62-263 and Commission Bule R2-66 (c).

ISSUED BY ORDER OF THE COBHISSICN.

This the 28th day of !'!arch, 1g11.

(SEAL) 
NOBTH CABOLIHA UTILITIES COftftISSIOH 
Katherine B. Peele, Chief Clerk 

DOCKET NO. B-209, SOB I I 

BEFORE THE NOBTR CAROLINA UTILITHS COftftISSION 

In the Hatter of 
Duke Paver Company - In vestigation of ) 
Proposed Increase in Hotor Bos Passenger) ORDER GRANTING 
Pares, Charges and Tariff Adjustments ) PARTIAL RATE 
in the City of Durham, North Carolina, ) INCREASE 
and Vicinity ) 

HEARD IN: county Comaissioners• 
county Office Building, 
Durham, North Carolita, 

Room, 6th Floor, Durhan 
220 East Hain Street, 
on septeaber 20, I 977 

BEFORE: commissioner 
Commission ers 
Tate 

Leigh H. naamond, Presiding, and 
Ben E. Ro ney and Sarah Lindsay 

APPEABAHCES: 

For the Applicant: 

George w. Ferguson, Jr., and Philip 
Duke Paver Company, F. o. Box 2178, 
North caroli na 28211 

For the City of Durham: 

H. Van Hoy,
Charl otte,

William I. Thornto11, Jr., City of Dorhaa, 101 
City Ball Plaza, Durhaa, Horth Carolina 27701 

For the Osing and Consa11i11g Public of Horth Carolina: 

Dwight w. Allen, Assistant Staff Attorney. 
North Carolina Utilities Co amissi on Public 
Staff, P. o. Box 951, Baleigh, North Carolina
27602 

BY THE COftBISSION: 
(Applicant, the Company 
request for authority 

On Jone 8, 1977, Duke Power Coapany 
or Dote), filed vith the Co■aission 
to increase its aoto r bus passenger 
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fares and charges 
passengers in the 
vicinity, to become 
pres ently in effect 

applicable on· the transportation of 
City of Durham, North Carolina, and 
effective Jul.y e, 1977. The fares 

Cash 
Transfer 
Tickets 

are' as follcws: 

students (Free Transfers) 
student Tickets (Free 'Iransfers) 

30t 
10¢ 

5/$1.50 
I St 

ID/Si.SO 

The fares that the App1icant s�eks authority to place into 
effect in its new tariff filing are: 

Ca sh fares• (One-way Ride) 
I O one-va y Bide Pass• 
Limited Off-Peak Pass (16 One-vay Rides) 
Transfer 
30-day Off-Peak Pass (Unlimited Rides) 
school ( Free Transfer s - 0ne-11a J Bides) 

•Transfer Fare Not Included

$ .so 
$ s.oo 
$ s.oo 
s .10 
s12.oo 
$ • 30 

NOTE: 10 one-Way Bide and Limited Off-Peak passes good· 
ONLY for sixty (60) days from date of purchase. 

The Com11ission, being of the opinion th at the proposed 
increases affected the �ublic interest, issued an Order on 
June 28, 1977, s uspending the proposed tariff, declaring the 
matter to be a gene ral rate case, instituting an 
investigation into the lawfulness of  the tariff, and setting 
the matter for hearing in Durba■, North Carolina. 

A Protest, Request for Hearing, and Petition for Leave to 
Intervene was filed vith the commission on June 28, 1977, by 
w. I. Thornton, Jr., City Attorney, Durham, Horth Carolina,
for an d on behalf of the City of Durham. The City of Durham
requested, among other things, that the commission consider
the Protest as a complaint, that the new rates be suspended,
tba t the City be admitted as en Intervenor, and that the
matter be set for public hearing. The City was allowed to
intervene by order issued by the Co■mission on July 8, 1977.

subsequently, on August 25, 1977, the Public Staff of the 
North Carolina Utilities commission, l:!y and through its 
ExecutiYe Director, Hugh A. Wells, gave Notice of 
Intervention in the proceeding. Said intervention was 
recogn ized by Order issued Au gust 26, 1977. 

The matter came on for hearing as scheduled on September 
20. 1977, in the county Commissioners• Room, .6th Floor,
Durhaa county Office Euil_ding, r:urham, Horth Carolina.

In support o f  the proposed tariff increases, the Company 
offered testimony and exhibits from the following witnesses: 
Gerald A. Teele, Hanager of Eevenue studies, Controller's 
Depart■ent: Kenneth R. Sloop, senior Anal.yst, Bate 
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Department, and William G. Plyler, Superintendent of 
Transportation, Durham, Horth Carclina. The Public staff 
presented testimony and e:xhibits from. t110 11i tnesses: George 
Dennis, Staff Accountant and Ja■es L. R ose, Director of 
Transportation, Rates Division. 

The public hearin g 11as well attended and the following 
public witnesses appeared to offer testi■ony: Thelma 
Den ni ng, Bessie ifare, Celina !!cn:is, Gertrude Cheek,. Robert 
Black, Oris Ellington, Hovard Harris, Annie Chamberlain, 
Amanda Wallace, Estelle Clin_ton, Paul Luebke, Lola Clark and 
Freida Kocher . 

The principal concern expressed by the public vitnesses 
was the need for special consideration for senior citizens 
in the Durham area. The public witnesses also expressed 
concern that the pro posed 1.ncreas es vould discourage 
ridership and thus contribute to the nation's energy crisis, 
that the existing service vas not sufficiently dependable, 
that the existing bus routes vere obsolete and that the 
lover income citizens of Durba■ iOUld have to shoulder most 
of the burdens resulting f rom proposed increases. 

Based on the record 
Application of Duke Paver 
exhibits presented at the 
following 

in this 
C ompany, 
hearing, 

docket, including 
and the evidence 

t he Co■missio n mates 

FINDINGS OP FACT 

the 

and 

the 

I. That the Applicant, Duke Paver Company, is engaged in
the transportation of passengers for co■pensa.tion in the 
City of Durham, No rth carolina, and is subject to the 
jurisdiction of the commission •ith respect to the fixing of 
rates and charges for such service. 

2. That Duke Paver Company seeks authority from the
Commission to increase its tariffs and fares as follows: 

Ca sh fares• (One-way Ride) 
IO One-vay Ride Pass• 
Limited off-Peak Pass• ( 16 One-11ay Bides) 
Transfer 
30-day Off-Peak Pass (Unlimited Rides)
School (Pree Transfers - one-Ray Rides)

*Transfer Fare Not Included

$ .50 
$ 5.00 
$ 5.00 
$ • IO 
$12-00 
$ • JO 

NOTE: IO One-way Ride and Limited Off-Peak passes good 
ruti! for sixty (60) days from date of purchase. 

3. That for the 12 mo nths ended December 31, 1975, Duke
Paver Co mpany experience_d a net operating loss of $641,,BQ.0 
on its transit operations in Durham, North Carolina. The 
Company's operating ratio for that year before income taxes 
vas I BOJ. 
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4. That for the 12 months �oded October 31 • 1976, the 
Duke Paver company Transit Operation in Durham, North 
Carolina, experienced a net operating loss of $680,703. The 
Company's operating ratio for t hat year bef ore income taxes 
was I soi. 

5. That decreases in the nuwner of passengers carried 
and increases in operating expenses are the factors 
principally resp onsible for the decline in the company's net 
operating revenues ever the last s.eve ral years. 

6. That the numbe r of adult and student passenge:s
carried annually by Duke Power company's transit system 1.n 
the Dur ham, North Carolina area has declined significantly 
since 1972. 

7. That the number of adult passengers carried annually
has declined from 2,656,884 for the 12 months ended October 
31, 1972, to 1,791,146 for the 12 months ended October 31, 
J976, and during the same period the number of student 
passengers carried annually has declined from 604,323 to 
493,409. 

a. That the average annual decline in adult ridership is
in sc hool passenger 4. 05 % and the aver age annual decline

ridership is 8.38%.

9. That it is desirable . tc
passengers carried by Duke Power 
System. 

increase 
corapany•s 

the number of 
Durham Transit 

10. That the availability of an
senior citizens fare at reduced rates 
increase in riders hip or a decrease in 
declines. 

off-peak pass and a

may result in an 
continuing ridership 

I f. That the assumption that 
passengers carried will purchase 
acceptable for use herein. 

5.92% of the total adult 
an off-peak pass is 

12. That the proportion of adult passengers using 
transfers is 28.3%. 

t 3. That the res is•tance factor of .320 for 
increase in the adult passenger fare is reasonable 
in es timating the passenger loss the co■pany can be 
to experience as a result of an iEcrease in rates. 

each 1i 
for use 
expected 

14. That for the 12 mon ths ended October 31, 1977, the
estimated number of adult passengers to be car ried annually 
is 1,718,605 and the estimated number of student passengers 
to be carried annually is q52,061. 

1s. That, based upon the test 
excluding 1977 ridership decl ines, 
net loss under existing fares 
October 31, 1977, is $604,738; 

year level of operati ons, 
the Applicant's estimated 
for the 12 nonths ended 
and that such loss is 
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composed 
expen ses 
ratio of 

of estil!lated 
of $1,499,440, 
I 68%. 

revenues of $894,702, and estimated 
resulting in an estimated operating 

t6. Tha t, based upon the test year level of operations, 
including 1977 ridership declines, the Applicant's net loss 
unde r proposed fares for the 12 months ended October 31, 
1977, is $481,165, and that �uch loss is composed of 
estimated revenues of Sl,019,246, and estimated expenses of 
$1,500,411, resulting in an estimated operating ratio of 
I q7l(_ 

17- That the Applicant's Durham Transit system is facing
increi:lsed operating costs in almost all areas of operation. 

iB. That the Applicant needs a dditional operating 
revenues to partially offset projected op erating losses. 

19- That, based upon the test year level of operations as
a djusted, including (977 ridershiF declines, the Ap pliqant 
would have realized, under the rates as approved herein, 
operating revenues of $985,913; such revenues would have 
been derived as follo vs: 

Item 
_!!g� ]!escrif!tion 

(a) 

1- Full fare adult passengers not using transfers
2. Pull fare adult passengers using transfers
3. Off-peak adult passengers usitg monthly passes
4. Senior citizen fares
S. Adult passenger transfer charges
6. School children passengers fa res
7. Contract services
8. Special contract services
9. Advertising

IO. Total

Amount 
(bl 

$373,273 
I 5 I, 5q9 
27,468 
51,558 
37,887 

1I3,015 
38,924 

181,913 
J0,327 

$985,913 
========= 

NOTE: (I) Senior citizen ridership was estimated to be
IOI of adult ridership.

(2) Off-peak pass ridership wa s estimated to be
m 20 rides per pass.

20. That, based upon the test Jear level of operations as
adjusted, under approved rates, the Applicant would ha ve 
experienced an operating ra tio cf I 52% (Operating expenses 
of-$1 ,500,151 / Operating revenues of $985,913) .. 

21. That, while service is generally adequate, passengers
using the buses of Duke Po111er Company are exper iencing some 
difficulties in service. 

Ba sed on the above Findings of Fact, the Commission makes 
the following 
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CONCLUSIONS 

Duke Power Company, by APFlication filed with this 
Commission, is seeking increases. in 'i�s rates and charges 
f9r passenger service in Durham, North· Carolina. The 
evide nce and exhibits presented by the company and by the 
Public Staff lead to the conclusion that the Company is 
faced with substantial and increasing operating losses. The 
reason for the se losses is twofold: a continuing decline in 
the· number of passengers vho ride the .Co11pany 1 s buses, and 
an increase in operating expeEses incurred by the Companj. 
since 1971 the number of pass engers carried by Duke Paver 
Company has declined at a steady rate each year, except for 
a slight increase in 197ll. At the same time, the cost of 
goods and services used by the Company in its operations bas 
increased .. 

Por the 12 mon th s ended Decem>er 31, 1975, Duke Pover 
Company ezperiencea a n et operating loss of $641,840 per 
books on its transit operations in Durham, North .Carolina .. 
The Company's operating ratio for that year before income 
taxes vas 180i .. Por the 12 months ended October 3J, 1976, 
Duke's Transit Operation in ourhaE, North Carolina, actually 
exp8rienced a net operating loss of $680,703 .. The Company's 
operating ratio for that year before income taxes vas 1801. 
Further, based upon the test year level of operations, 
excluding 1977 ridership declines, the Applicant's es timated 
net loss under existing fares for the 12 months ended 
October  31, 1977, is  $604,738. Such loss is compOsed of 
estimated revenues of $894,702, and estima.ted expenses of 
$1,499,440, resulting in an esti•ated operating ratio of 
168�. 

The company projects that the fare increases which it 
proposes will result in an increase of approximate1y 
$123,573 in net operating income. Of this amount, 
approximately $86,415 is expected to be realized from adult 
Passenger fares.. The total revenues 11hich the Co•pany 
expec ts to receive from adult passenger fares on an annual 
basis following the proposed increase is $623,706. In 
arriving at the passenger count vhich vill generate these 
reVenues, the Company used a 'diminution factor of .320 for 
each 1i increase in the average fare charged by the Company. 

The Public Staff maintains that the diminution factor 
developed by the Company is not appro priate f or determining 
rider resistance, contending that rider resi stance will 
increase more rapidly as the fare gets higher, and at some 
point, the ridership vill fall so dra�tically as to 
completely offset�any increase in operating income vhich 
othervise vould have resulted from an increase in iates .. 
The Public Staff, however, offered no evidence as to how 
such rider re sistance could te objectively and effectively 
measured .. 

The City of 
·offered various

Durham. (a party-protestant in this docket) 
exhibits through cross-examination of 
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witnesses sponsored by other fa:cties. The principal thrust 
of these exhibits wa s to demonstrate that, under the City's 
theory, the revenues of the company would maximize at a fare 
of 37.St. While we might agree •ith the City tha t re venues 
vill maximize at some point, we cannot give much weight to 
the evidence offered by the City. In making its estimate, 
the City essentially used a single point or single 
observa tion to design its demand curve. The Commission 
believes a more reascnable apfIOach vould have been to take 
a number of observat icns of price and quantity and then use 
its statistical techniques to fit a demand curve to that 
data. Additionally, the exhibits offered by the City vere 
not sponsored by a witn ess tendered to the Commission and 
accepted by the Commission as an expert in economics. 

ahile t he record in this case does not establish the point 
at vhich revenues would max1m12e, or the fare at which 
ridership loss vould be comilete, it is abundantly clear 
that an increase in fares vill result in some loss in 
ridership. The Commission, therefore, concludes that the 
diminution fa ctor developed by the Company is appropriate 
for use herein. 

In its proposals, Duke proposed peak and off-peak fares 
and stated that a traffic survey in March, 1977, indicated 
that 59.21% of its passengers ride the bus during off-peat 
hours. While the off-p eak plan was designed principally to 
ben efit s enior citize ns, it was contemplated that riders 
othe r than senior citizens vould utilize the bus service 
duri ng the off-peak period. 

The Public Staff contends that the record fails to support 
the establishment of pealc. and off-peak rates. 

Clea rly, the record does not reveal indisputable evidence 
that riders would take advantage cf reduced off-peak rates. 
However, reduced prices for off-peak use does ha ve •the 
potential of increasing ridershiF and the unlimited rides 
concept does create some incentive f or heavier patronage of 
the system. The Commissi on, therefore, concludes that off
peak rates are desirable and adopts for use herein the 
assumption that 5. 921 of the total adult passengers carried 
will purchase an· o ff-peak pass. 

Further, the commission concludes that the average a nnua l  
decline in adult ridership of 4.05%, the average annual 
decline in school pa ssenger ridership of 8.38S, and the 
proportion of adult passengers osing transfers of 28.3% are 
appropriate for use herein. 

In its Order of June I 8, 1975, granting a fare increase to 
the Durham transit operation of Duke Power company, the 
Commission expressed its concern about the protests received 
in that pro ceeding from senior citizens vho presented 
evidence that an increase in bus fares vould vorsen their 
financial plight in this inflationary period. The same 
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concerns were expressed by witnesses during the hearing of 
September 20, 1977, concerning the instant proceeding. 

The Commission, in recogniticn of this concern, has 
provided for a senior citizen fare in the Company's tariffs 
and fares as approved herein. 'Ihe Commission, however, is 
not insensitive to the needs of the Company to minimize its 
losses. While the Commission is approving rates less than 
those proposed by Duke, and although such revenues are not 
reflected in revenues to llE realized under the approved 
rates, the commission concludes that, as a result of the 
senior citizen fare and the off-peak rates, the Company's 
level cf ridership will be increased with attendant 
increa ses in operating revenues. The Commission further 
con clu des that the resultant effect of such ridership 
inc rease will be that the approved rat es vill produce no 
less revenue than that reguested by the Company in its 
Application. 

However, should Duke conclude, afte r one year of operating 
experience, that the senior citi2en fare and the off-peak 
rates have not increased ridership to a point that would 
provide such additional revenues, the Commission, at such 
time, would consider a request, if file d by the company, to 
increase such fares t o  the full fare adult passenger level 
as approved herein.. The Company should keep detailed 
information on the usage o f  the various fare options in 
order to support any reguest for a n  increase to full fare at 
the end of one year .. 

In its Order of June J8, 1975, granting a fare increase to 
the Durha m Transit operation of Duke Paver Company, the 
Commission a dmon ished the City of Durham to assume its 
i:ightful responsibili ty in meeting the needs of senior 
ci tizens.. There is no evidence that the city has given any 
serious attention to the problems of the senior citizens or 
the poor.. The re are numerous fed er al programs to aid mass 
urban transit operations.. These federal programs must flov 
through a government al .unit.. The Commission concludes that 
the City of Durham should fulfill its obligations to its 
citizens by working closely vith the Company to explore t he 
possib ility of obtaining federal aid funds rather than 
critici2e the Co11pany for seeking to minimize its operating 
losses on the Durham Transit o�eration .. 

While the Commission concl�des that the bus service 
offered by Duke is generally adequate, it believes every 
effort should be made to enccurage bus ridership. The 
commission is particularly concerned that the Company has 
not provided i ts customers vith a composite map of all bus 
rou tes: 

The commission, 
should be required 
and the general 
system and that a 
Chief Clerk of 

therefore, concludes that the Applicant 
to publish and distribu te to· its riders 
public, a ccmFosite route map of its bus 

copy of same should be filed with the 
the co■mission.. We fully expect the 
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Applicant to keep its riders and the general public informed 
as to the nature of its services and the Applicant should 
take all reasonable efforts tc increase ridership and 
stabilize the ridership losses reflected in this record. 
Further, the commissicn concludes that the Applicant should 
closel y review testimony offered in this docke t by public 
witnesses and should aggressively seek means to remedy 
complaints regarding service wherever reasonably possible. 

IT IS, THEREFORE, ORDERED as fellows: 

1. That the Order of Suspension in this docket dated 
June 28, 1977, be, and the same hereby is, vacated a�d set 
aside for the purpcse of allowing the Local Passenger Tariff 
attached hereto as Attachment A to becom.e effective. 

2. That the publication authorized hereby may be made on
five days• notice to the Co11.■issicn and to the public but in 
all other respects shall comply vith the rules and 
regu lations of the Co■mission gc1erning construction, filing 
and posting of tariff schedules. 

1. That Duke Power Cc■pany shall publish and distribute
a composite route map of its Durham Transit System and shall 
file a copy of same vith the Chief Clerk of the Commission 
vithiD 90 days of the date of issuance of this Order. 

ISSUED BY OBDEB OF THE COftftIS�ICN. 
This 27th day of December, 19/7. 

(SEAL) 

.!!.!!1.lL!!Q..,__l 

NORTH CAFOLINA UTILITIES COHHISSION 
Katherine !. Peele, Chief Clerk 

ATHCHHIN7 � 
DOCKET NO. E-:.;;09, SUB 11 
LOCAL PASSENGER TARIFF 

CITY OF tUBHAH 

Passengers vill be transporte d by the Company only upon 
paym ent of the exact cash fare, Ufon payment of the exact 
transfer fee and presentation of a valid transfer, or upon 
p resentation of a valid pass, OL ialid transfer, and no cash 
change vill be given tc any passenger. Passengers not 
having the exact fare or valid pass may request from the bus 
operator a receipt in lieu cf cash change for amounts of 
change of f0¢ or more, which receipt shal1 be redeemable in 
cash within 60 days th·ereaftei: upon presentation at the 
office of the Company in pei:::o!l duri ng normal business 
hours, Passengers vith more than the e�act fare, who elect 
not to receive a receipt, may ride but wi11 not receive 
change. 
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l!..!!!&...J!Q..._l 

SCHEDULE OF O!IE-WAY R-1\TES, FABES AND CHARGES 

FOR DURHAM �ND VIqNITY 

Description - Class of Pares 

Adult�: 

Single Adult Cash Fare• 
Transfers 
Pass• (10 one-Way Rides} 
30-Day Off-Peak Pass (UnlimitEd Rides) 

Student cash Fares 
Transfers 

Senior Citizens FaE.§§: 

Senior Citizens (65 Years and Older) Cash Fare 
Transfers 
Pass (IO One-Way Rides) 

*Transfer Pare Not Included. 

Amount 

40¢ 
10¢ 

$4.00 
$6. 00 

25t 
No Charge 

30t 
No charge 

$3.00 

NOTE: IO One-Ray Bide pass good .flli1! for si:z:ty (60) 
days from date of purchase. 

School fares for school children attending public, 
private, or parochial elementary school, or high schools, in 
grades between kindergarten and twelfth grades, both 
inclusive, shall be good only for transportation of such 
school children between their hemes and such schools between 
the hours of 7:30 A.�. and q:30 P.H. on regular school days 
during the regul.ar school term. 

Passengers are required to have the exact fare in cash or 
a pass. Passes may be purchased either at the business 
office, IO I East !!lain street, or the Transit Center, 111 
Vivian street, Durham, N. c. 

RULE ....!!2..,.2 

CHARTED OF SPECIAL BUS BA1ES: 

Minimum of three (3) hours $ 57. 00 
or !1.60 per mile, vhichever is greater 

Each additional One (I) hour or fractional $ 19.00 
hour or $1.60 per mile, whichever is greater 
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Off-peak passe s will only be honored on trips leaving 
dovntovn during the following hcuxs: 

Monday through Friday - After 9:00 a.m. until 3:00 p.m.. 
Saturday and Sunday - All day 
Holidays - All day 

A.l.l other times, adult ana student passengers (except 
during specified school hours) vill pay the full fare of 
�o,. 

!! UL E .J!Q,_...l 

Adult passengers with transfers, vhen entering another 
bus, shall hand the driver the transfer and deposit the 
exact ten (JO) cents transfer face in the fare box. 

DOCKET BO. B-209, SUB 12 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Duke Power Company - InvestigatioD of ) RECOMMENDED 

ORDER 
GRANTING 
PARTIAL 
INCREASE 

Proposed Increase in Rotor Bus Passenger ) 
Fares, Charges and Tariff Adjustaents in ) 
the City of Greensboro, North Carolina, and) 
Vicinity ) 

HEARD IN: 

BEFORE: 

APPEARANCES: 

Guilford County Courthouse, Greensboro, North 
Carolina, on Wednesday, Septeabe r 21, 1977, at 
(0:00 A.H. 

Commissioners Bobect Fischbach, Presiding; 
Tenney I. Deane, Jr., and John w. Winters 

(Commissionec Tenney 
from the Commissict en 
therefore, did not 
decisicn.) 

I. Deane, Jr., resigned 
October 17, (977, and, 

participate in this 

F'or the Applicant: 

George w. Fecguson, Jc., Attorney at Lav, Duke 
Power company, P. o. Box 2178, Charl:otte, North 
Carolina 28211 

Philip M. Van 
Company, P. 
Carolina 2821 I 

Hoy, Attorney at Lav, Duke Paver 
O. Bex 2178, Charlotte, Horth
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For the Using and Consuming Public of North Carolina: 

Theodore c. Brown, Jr., 
Attorney, Public Staff, 
Utilities Commission, P. O. 
Horth Carolina 27602 

Assistant Staff 
North Carolina 
Box 991, Raleigh, 

Dvight W. A llen, Assistant staff Attorney, 
Public staff, North Carolina Utilities 
Commission, P.O. Box 991, Raleigh, North 
Carolina 27602 

BY THE COMMISSION: This matter arose upon the filing with 
the Commission on June 8, 1977, of an app1ication by Duke 
Power Company (Applicant, the Company, or Duke), P. O. Box 
2178, Charlotte, North Carolina 28211, seeking authority to 
increase its motor bus passenger fares, charges, and tariff 
adjustments applicable on the transportation of passengers 
in the City of Greensboro, Notth Carolina, and vicinity, 
effective July 8, 1977. The following £ares vere proposed: 

Description 

Cash• 
Transfers 
Tickets 
students (Free Transfers) 
student Tickets (Free 

Transfers) 
10 One-Way Ride Pass* 
Limited Off-Peak Pass 

( I 6 One-Way Bides) 
30-Day Off-Peak Pass

(Unlimited Rides)

•Transfer Fare Not Included.

Present 

$ • 30 
$ • 10 
5/$1 .50 

$ .15 

10/$1.50 
None 

None 

None 

Pro2osed 

$ • 50 
$ • IO 
None 
$ • 30 

None 
$5.00 

$5.00 

$12. 00 

by the filing of tariff sched ule teing designated as: 

Duke Pover Ccmpany 
Local Passenger Tariff No. 2-�, NCOC No. 16 

Th e commission being of the opinion that the proposed 
increase in bus passenger fares, charges and tariff 
a djus tments, as herein set out, vere nlatters affecting the 
public interest and that the matter constituted a general 
rat e case under G .. S. 62- 137, is sued an Order on .June 28, 
1977, suspending the proposed tariff schedule, instituted an 
investigation, and assigned the matter for hearing to 
determine whether said.publication was just, reasonable and 
otherwise lawful. 

The Applicant, Duke Pover Company, vas r equired by 
Commission Or der to give Notice of the time, place and 
purpose of the hearing by putlication of an appropriate 
notice in newspapers having geDeral circ ulation in the 
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Greensboro, North Carolina, area, said publication to be 
made on thr ee (3) different days, the latter publication 
being on or before Monday, septemter 12, 1977, and, further, 
that carriers post an appropriate notice of the proposed 
increases in their buses tc xema in until time of the 
hearing. 

On August 9, 1977, t he Public Staff of the_ Horth Carol.ina 
Utilities commissicn, by and through its Executive Director, 
Hugh A. .. Wells, gave Notice of Intervention in the 
proceeding. said Intervention 11as recognized by Order 
issued on August 10, 1977. 

The matter came for hearing as schedul.ed on September 21, 
1977, in the Guilford county courthouse, Greensboro, North 
Carolina. 

At the public hearing, AFI:lic ant of fe red into evidence 
Affidavit of Publication that Nctice of the hearing appeared 
three times in the "Greensboro Daily N evsn and gave proof 
that Notice of the hearing was a·lso posted on each of the 
buse s in Greensboro as was ordered by the commission .. 

There were 29 public witnesses who testified at the 
hearing as to t he need for a good, dependable transit 
system, one which the poor, elderly an d handicapped can 
afford; the need for better service insofar as better 
sch.eduling to enable more people to take advantage of the 
service; and that an increase in rates vill cause an even 
further decrease in riders. Suggestions vere made on how 
the bus system could im�rove its service as follows: By 
building more rain shelters; better and more polite drivers; 
bus routes to cover a larger area of the City; more buses; 
purchasing sm aller buses for more efficiency; a reduction in 
rates for senior citizens; provide more Su nday bus service; 
easy access to bus schedules; and th at the City ask for 
financial aid from the Federal Government to subsidize the 
system. 

Kenneth R. Sloop, Senior Analyst in Duke's Rate 
Department, g ave  testimony on the revenues to be achieved 
through the company •s proposed rates. His computat ions were 
based on t he test year ending October 31, (976; the normal 
decline in ridership; the loss in ridership anticipated as a 
result of increased fares; the percent of ridership using 
transfers; the percent of ridership during off-peak hours; 
and an estimate of the extent to which full fare passengers 
would avail themsel ves of the Coapany•s proposed off-peak 
passes. The witness elaborated on the discount aspect of 
the off-peak pass and that the pass is intended· to assist 
low income and elderly persons. 

Gerald A .. Teele, Manager cf Revenue st udies in Duke•s 
Compt rollers Department, testified that the Applicant has 
incurred significant losses during recent years and that the 
increased revenues due to the p roposed r ates would only 
partially offset current l.osses. The witness testified that 
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the biggest increase in expenses is due to di:ivers• wages 
and salaries which ha ve risen as a result of union contracts 
and new wage and hour laws. 

William e. Lynn, Jr., Applicant's Manager of 
Transportation for the District of Greensboro, testified as 
to the system's operations as follows: that records are 
kept of complaints vben a naae is· given and that ·all 
complaints are checked out; that there are bus schedules 
av ailable and that in the futui:e Duke intends to distribute 
them moi:e widely for the convenience of riders; and that 
schedules are free of charge. l'lr. Lynn further testified 
that at the present time no stepS have been taken to build 
more weather shelters at  bus stcFE bot they do have shelters 
at some terminals in the uptovn area; that the system has 
not �dvertised to build up riders a nd that they do not 
publish notice of schedules in the newspaper before school 
starts. The witness also discnssed route scheduling and 
curtailment, and responded to questions regarding the extent 
to which buses operate. at capacity. 

Th� Public Staff offered the prefiled testimony of James 
C. Turner, Staff Accountant, vhich vas adopted by George
Dennis, staff Accountant, since Hx. Turne r vas absent due to
i1lness. Mr. Denni s .testified that he believes the proposed
fare increas es are cost-justified and are short of the
required revenues which woul.d enatle the carrier to achieve
a financial break-even situaticn. Hr. Dennis conceded,
ho�ever, that the proposed fares will create a hardship in
some instances and noted that although Duke needs the
increase, the fares will exceed those charged by many other
intraci·ty bus operati ons in Horth Carolina.

James L. Rose, Director of Transportation Rates Division 
of the Public Staff, testified as to his examination of 
Applicant•s actual work papei:s used in the preparation of 
stat ements and information filed uith the commission to 
justify the proposed tariff. Be further testified to the 
definite and continuing need fci: intracity bus passenger 
services and that Applicaµt•s present operations are not 
fiiiancially self-sustaining. l'lr. Rose reco■mended that 
Applicant modify its proposed tariff filing to encourage 
public use of the system. The witness further testified 
that he had not con ducted any studies to determine bow his 
suggestions vould affect ridership er revenues. 

Based upon the evidence adduced at the hearing, the 
Co11mission· makes the fo•lloving 

FINDINGS OF FACT 

1. That Applicant, Duke Pclier Company, is a public
uti li•ty engaged in the transportation of passengers in the 
City of Greensboro, North Caxclina, and is  subject to the 
jurisdiction of the commission with respect to the fixing Of 
rates and charges. 
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2. That there is an  established need for bus service in
the City of Greensboro and vicinity. 

3. That Duke Power Company seeks authority from the
Commission to adopt increased tariffs and fares as follows: 

Cash Pares• (One-Way Ride) 
10 one-Way Ride Fass• 
Limited Off-Peak Pass 

(16 One-way Rides) 
Transfer 
30-Day Off-Peak Pass

(Onlimi ted Rides)
School (Free Transfers -
One-Way Rides) 

*Transfer Fare Not Included.

$ .so 
$ 5.00 
$ s •. oo 

$ .10 
$12.00 

$ .JO 

4. That for the 12 months ended December 31, 1975, Duke
Power Company had a net operating loss of $637,619 per books 
on its transit operations in Greensboro, North Carolina. 
The Company's operating ratio for the same year before 
income taxes vas 229%. 

5. That Duke's transit operation in Greensboro, North
Carolina, for the 12 ■onths ended October 31, J 976 (test 
year), had total r evenues of sqge,680; a net operating loss 
of $727,371; and an operating ratio of 2461. 

6. That tv o principal factors responsible 
decline in the Company• s net operating revenues 
last sever al years are the decrease in the 
passengers carried by the Company and the increase 
Company•s operating expenses. 

for the 
over· the 
nu■ber of 

in the 

7. That the number of adult passengers and student
passengers carried annually by Cuke Power company's transit 
system in the Greensboro, North Carolina, area has declined 
steadily since 1972. 

8. That for the year ended October 3J, 1976, the nu■ber
of adult passengers carried ar.nually had declined to 
I ,411,524 fr om 2,1 I J,005 for the 12 months ended October 31, 
1972, and the number of student �assengers carried annually 
had declined to 34,738. 

9. That the normal annual declin e in adult ridership is
5.64" and the normal annual decline in school children 
ridership is 16.38�. 

10. Th at the proportion of adult passengers using 
transfers is 28. 2�. 

11. That t he resistance factors of 0.316 per percent
increase in adult passenger fare and of 0.378 per percent 
inc rease in school children fare are acceptable estimates 
for application in the Greensboro, North carolina, area. 
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12. That for the year endeC October 31 ,. 1977 ,. the 
estimated number of adult passe�gers carried annua lly is 
1,331,914 and the estimated ncmber of stude nt passengers 
carried annually is 29 ,. 048. 

j 3. That based upon test year operating expenses and 
projected normal ridership declines, the Applicant's 
esti111a ted total. revenues under existing fares for the year 
ended October 31 ,. 1977, are $q7l,673; the e stimated net 
losses before income taxes are $154,378; and the estimated 
operating ratio is 260%. 

14. That based upon test year operating expenses, 
projected normal ridership declines ,. and the resistance 
factor due to fare increase, under Applicant• s proposed 
tariffs and estimate of the nu11ber of off-peak riders vho 
will purchase the proposed off-peak pass, the estimated 
total revenues for the year ended October 31, 1977, are 
$555,520; the estimated net losses before income taxes are 
$670,531; and the estimated operating ratio is 221%. 

15. That Duke Pover Company's bus system operating in
Greensboro, North Carolina, is facing increased operating 
costs, increases in the cost of goods and services ·as a 
result of inflation, increases in tazes, and increases in 
almost all other areas of operatil!g expense. 

I 6. That Duke 
needs addit ional 
operating losses. 

Power ccm�any•s Greensboro Transit system 
operating revenues to partially offset 

17. That ba sed upon test year operating expenses, 
projected normal ridership declines, and the resistance 
factor due to fare increase, under the Rate Schedule 
attached as Exhibit A, the Applicant• s esti■ated total 
revenues for the year ended October 31, 1977, are $539,899; 
the estimated net losses before income taxes are $686,152; 
and the estimated operating r atio is 227%. 

re. That under the Bate Scbedule attached as Exhibit A, 
the Applicant would have derived appro.zimately $68,226 
addi tional revenues for the 12 month s ended October 31, 
1977. 

)9. That under the Rate Schedule attached as Exhibit A, 
the Applicant would have derived approximately $41,219 
addi tional revenues for the I� months ended October 31, 
1977, as compared to the test year. 

20. That while service is generally adequate, passengers
using the buses of Duke Power Company are experiencing some 
difficulties in service. 

21. That the following revenue recapitulation reflects,
in part., the bases for the Findings and Conclusions herein: 
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1a. Estimated adult fassengers net 
using transfers to be carried 
during 12 months ending Cctober 
31, 1977, under the present fare. 956,314 

I b. Number of full fare carried. 860,683 
(See Note I) 

1c. Estimated full fare adult 
passengers not using transfers 
to be carried during 12 acnths 
ending October 31, 1977, under 
tariffs attached as Exhitit A. 770,31 I 
(See Nate 2) 

487 

Id- Estimated revenues. $308,124 

2a. Estimated adult passengers using 
transfers ,to be carried during 
12 months ending October 31, I 977, 
under present fare. 375,600 

2b. Number of full fare carried. 338,040 
(See Note I) 

2c. Estimated full fare adult fassengers 
using transfers to be carried during 
12 months ending October 31, 1977, 
unde r tariff s  attached as 
Exhibit A. (See Note 3) 311,335 

2d. Estimated revenues. $155,668 

3a. Estimated total adult p assengers 
to be carried during (2 months 
ending October 31, 1977, under 
the present fare. 1,331,914 

Jb. Estimated number of passEn9erS vho 
qualify for Senicr Citizens• 
Tariff. (See Note I) 133,(91 

Jc. Nu_m.ber of passengers to te carried 
during 12 months ending October 31, 
1977, under Senior Citizens• 
Tariff using transfer. (See 40,527 
Note 4) 

Jd. Estimated reve nues. $12,158 

3e. Number of passengers to te carried 
dur.i,ng 12 months ending October 31, 
1977, under Senior Citizens• Tariff 
not using transfer. 95,631 

3f. Estimated revenues. $28,689 
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3g. Total estimated revenues unaer 
Senior Citizens' Tariff from 
Exhibit A. $ 40,847 

4a. Estimated schocl chil.drer. iassengers 
to be carried during 12 months 
ending October 31. 1977, under 
present rates. 29,048 

4b. Estimated school children 
passengers to be carried during 
12 months. ending October 31, 1977, 
under tariffs attached as 
Exhibit A. (See Note 5) 25,388 

4c. Estimated revenues. 

Total estimated bus passenger 
revenues for 12 months ending 
October 31, 1977, under 
tariffs attached as Exhibit A 
(lines Id, 2d, 3g, 4c). 

Revenues from contract Service 
and Advertising. 

TOTAL ESTIMATED REVENUES ONDEB 1ARIFFS 

ATTACHED AS EXHIBIT A 

$ 5,078 

$509,717 

S 30,182 

$539,899 

NOTE I. Estimate I 0% of adult ridership vill ride under 
Senior Citizens• Tariff. 

NOTE 2. Resistance factor of o .3 I 6; fare increase of 33. 3%; 
ridership loss of 10.s,. 

NOTE 3. Resistance factor of 0.3(6; fare increase of 25�; 
ridership loss of 7. 9l.

NOTE 4. Resistance factor of 0.3(6; fare reduction of 251; 
ridership increase of 7.91. 

NOTE 5. Resistance factor of 0.378; fare increase of 33. 31; 
ridership loss of (2.6l. 

Based on the above Findings cf Fact, the commission makes 
the following 

CONCLUSIONS 

Duke Paver Co■pany, by application filed with th is 
commission, is seeking increases in its tariffs and fares 
f or bus passenger service in Greensboro, North Carolina. 
The evidence and exhibits presented by the Company and the 
Public staff r eveal Clearly that the Co■pany experienced 
significant losses for the 1i months ending December 31, 
1975, and that these losses are increasing in subsequent 
years. For the 12 months ending October 31, 1976, the 
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Co111pany experienced a net operating loss of S727 ,371 on its 
transit operations in Greensboro. The Company's operating 
ratio for the same year was 246S,. For the 12· months ending 
October 31, 1977, the estimated net operating losses are 
$754,378 and the estimated operating ratio is 2601. 

The Commission has found and ccncludes that the estimates 
used by the Company for normal decline in ridership, 
proportion of ridership using transfers, and the resistance 
factors due to fare increases are acceptable because they 
are based en actual experience in the Greensboro, Horth 
Carolina, area. However, the Commission does not conclude 
that a fare discount for passenger service at off-peak times 
is justifiable because sufficient testimony vas not offered 
to show that buses operate at or near full capacity dilring 
peak times. Further, the commission does not accept the 
Company's estimate of the number of riders who vould 
purchase an off-peak pass since no testimony vas offered to 
support either the 501 estimate or the computation of pass 
revenues based on 44 rides per acnth. 

The commission concludes that the tariffs shovn in 
attached Exhibit A vill provide approximately the same 
operating ratio as sought bJ the Company and vould have 
produced $68,226 additiona l revenue for the 12 months ended 
October 31, 1977. Further, the Commission ·concludes that 
the tat"iffs shovn in Exhibit A are more appropriate than 
those proposed by the Company or the modified version of the 
Company's tariffs proposed by the Public Staff. 

The com11.ission concludes that the tariffs attached as 
Exhibit A are just and reasonable and v ill produce 
sufficient revenues in light cf the evidence regarding bus 
passenger ridership, and, accordingly, approves them. 
Significant efforts should be made by this Com■ission and 
the Applicant to insure that ridership losses are stabilized 
by evet"y reasonable means possible. The rate design 
appt"oved herein is specifically directed to that end. 
Ridership decline due to fare resistance is expected to be 
approximately I 0% and 131 for adult full fare and school 
passengers, respectively, in contrast to 21% and 38� for 
adult full fare and school passengers, respectively, under 
Applicant's proposed tariffs. 

With respect to senior citizens, the Commission bas 
concluded that persons 65 years cf age and older, as a 
class, regardless of income, should be provided additional 
incentive to use t he bus system and the tariffs approved 
herein are designed to do so. The Commission bas concluded 
that this class of customers has the potential of 
contributing some stability to the system. This is in 
contrast to the commuter class, where experience nat ionwide 
to achieve increas ed ridership, CD a paying basis, generally 
has not been successful and it is apparent that this class 
of customer is making its dec ision to commute via 
automobiles on other than financial considerations. The 
Commission acknowledges the A��licant•s attempt to provide 
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assistance to the elderly through its proposed off-peak 
pass, but concludes that the tariffs reflected in Exhibit A 
will better accomplish this and accordingly is approving 
these tariffs at this time. Logic suggests that the. elderly 
generally vill opt to ride during the off-peak hours for 
their ovn con·venience ,. vhenever possible.. However, if at 
some future time the Applicant can demonstrate that 
ridership is at or near cafacity during peak hours, the 
Commission vould consider a motion to reopen this docket for 
cons id era ti on as to vhether the Senior Citizens• tariff 
should be applicable only during off-peak hours. It is 
observed that no evidence vas cffered by the Public Sta.ff to 
support the revenu e impact of its proposals ana there is no 
evidence to support th e off-peak 11capacity factor" and this 
lack of evidence has been considered by the Com mission in 
reaching its determination. 

The commission further c onclude� that the Applicant should 
be required to publish and distribute to its riders and the 
general public a composite route map of its bus system and 
that a copy thereof should b e  filed with the commi ssion.. We 
fully expect the Applican t to keep its riders and the 
general public informed as to the nature of its services and 
the Applicant should take all reasonable efforts to increase 
ridership and stabilize the ridership losses r�flected in 
this t"ecord. Further• the Cc1tmission concludes that the 
Applicant should closely review testimony offered in this 
docket by public witnesses and should aggressively seek 
means to remedy complaints regarding service wherever 
reasonably possible . 

IT IS, THEREFORE, ORDERED as follows: 

I. That App licant p etition to cance l its proposed Tariff
Schedule designated as Local. Passenger Tariff Ho. 2-A, NCUC 
No. 14, which publication may be accomplished on five (5) 
days notice. 

2. That the order of suspension in this docket dated
June 28, 1977, be, and the same he�eby is, vacated and set 
aside for the purpose of alloving the Local Passenger Tariff 
attached hereto as Exhibit A to become effective. 

3. That the publication a uthorized hereby may be made on
five days• notice to the commission and to .the public but in 
all other respects sbal.l ccsply with the rules and 
regulations of the Commission governing construction, filing 
and posting of tariff schedules. 

4. That Duke Power Company shall publish and distribute
a composite route map of its bus system and shall file a 
copy thereof with the Commissicn �ithin 90 days of the date 
of this ord er. 



RA'IES 

ISSUED BY ORDER OF THE COMftISSICN. 
Th is the 20th day of Deceaber, 1977. 
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(SUL) 
NORTH CAE.OLINA UTILITIES C08HISSION 
Katherine !. Pe ele, Chief Clerk 

RULE NO • ...i 

EXBIBI'.l A 
LOCAL PASSENfER TARIFF 

CITY OF GREENSBORO 

Passengers will be transported by the Compa ny only upon 
payment of the exact cash fare, U(:OD payment of the exact 
transfer fare and presentation cf a valid transfer, and no 
cash cha nge vill be given to any passenger. Passes may be 
purchased either at the business office, 217 North Elm 
Street, or the Transit center, 320 Ea st Friendly Avenue. 
Passengers not having the exact fare may request from the 
bu.s operator a receipt in lieu of cash change for amounts of 
change of 10� or mere, vhich receipt shall be redeemable in 
cash within 60 days thereafter upon presentation at the 
office of the Company in person during normal business 
hours. Passengers with more than the eia ct fare, who elect 
n ot to receive a receipt, may ride bot w ill not receive 
cha nge. 

SCHEDULE OF ONE-iAY RA'IES, FARES AND CHARGES 
FOB GREENSBORO Ast VICINITY 

Description - C1ass of Fares 

Ad nl.L!::Y� ': 

Si ng le Adult Cash Fare• 
Transfers 
Pass• (10 One-Way Rides) 

School Pare_§: 

Student Cash Pares 
Transfers 

S.enior Citizens (65 Years and Older) Cash Fare
Tr ansfers
Pass (IO One-Vay Rides)

*Transfer Fare Not Incl uded ..

.!!.!!l&...!!Q,.__J_ 

A11oont 

40¢ 
I 0¢ 

$4.00 

20¢ 
No Charge 

30t 
No Charge 

$3.0U 

School fares for school children attending public, 
private, or parochial ele■entary school, or high schools, in 
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grades between kindergarten and tvel.ftb grades, both 
incl.usive, shall be good only for t ransportation of such 
school. children between their hemes and such schools between 
the hours of 7:30 A.H. and Q:30 P.M. on regul.ar school. days 
during the regular school. term. 

CHARTER OR SPECI�L BUS BATES 

Minimum of three (J) hou rs of $1.60 per mile, 
whichever is greater 

Each additional one ( I} hour ex: fractional 
hour of $1. 60 per mile, whichever is greater 

.!!.!!!JL)lh_� 

$57. 00 

S19.00 

Adult passengers vith transfers, when entering another 
bus, shall hand the driVer the transfer and deposit the 
en.ct ten ( I 0) cents transfer fare in the fare box. 

DOCKET NO. T-1839 

BEPORE THE NORTH CAROLINA UTILHIES COHBISSION 

In the Hatter of 
John D. Brantley, Bonte I, Box 1016, ) RECOMKBNDED OBDER 
Sanford, North Ca rolina 27330 - AFplica-) GRANTING CONTBACT 
tion for Contract Carrier Authority - ) CARRIER AUTHORITY 
Group 21.. Disc H arrows , Rotary cutters, ) 
Sprayers of All Types, and Compcnent ) 
Parts - Statewide ) 

HEADD IN: The Commission Hearing Room, 
one west Morgan street, 
Carolina, on Decemter 21, 1976 

Ruffin Building, 
Raleigh, North 

BEFORE: Hearin g B:r.aminer Vil.son B. Partin, Jr .. 

APPEARANCES: 

Por the App1icant: 

Orton J. Camer on ,  Attorney at Lav, P. o. Bo:r. 
f028, Sanford, Horth Carolina 27330 

No Protestants 

PARTIN, BEARING EXAMINER: This proceeding arose upon the 
filing of Joh n D. Brantley, Route I, Box 1016, Sanford, 
North Carolina, on Hove■ber ro, J976, for contract carrier 
authority a s  follows: 

"Group 21. Disc harrows, rotary cutters, sprayers of all 
types, and co■ponent µrts - Statewide." 
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Notice of the Application setting forth a descFiption of 
the authori�y sought and the ti■e and, place o f  hearing vas 
published in the commission's Calendar of Bearings issued 
November 17, 1976. No protests or interventions vere filed 
in this proceeding. 

Th e Application came on fer hearing as  sc.hedul.ed on 
December 21, 1976. The ApElicant vas present and 
represented by cou nsel. Applicant offered the testimony of

J·ohn D. Brantley, San ford, North Carolina, and Bruce E. 
Watson, President of Watson Manufacturing corp., Sanford, 
North Carolina. The evidence tended to s how that Johri D. 
Brantl ey owns a 1971 International tractor; he has assets in 
excess of s100,ooo; he currently hauls fertilizer; he has 
entered into a contract with iatson Manufacturing corp., 
Sanford, North Carolina, to transport farm eguipment such as 
tobacco sprayers and disc harrows from Sanford to points and 
places in North Carolina; he will use specially designed 
trailers owned by Watson Banufacturing Corp.•- Batson 
Manufactur ing corp. has found that common carriers are 
unable to meet delivery dates to its customers; that common 
carriers require the equipment to be disassembled and boxed 
before shi pment, thereby causicg inconvenience to his far■ 
dealer customers; that Brantley vil l te able to deliver the 
farm equipment ass embled. 

FINDINGS OP PACT 

(I) The Applicant John D. Brantley, Sanford, North 
Carolina, seeks authority to operate as a contract carrier 
of Group 21 commodities, disc harrows, rotary cutters, 
sprayers of all types, and component parts, Statewide, 
pursuant to a contract entered into vith Watson 
Manufacturing Corp., Sa nford, North Carolina. The proposed 
operations conform to the definition of a contract carrier. 

(2) The Applicant is fit, willing and able to ptovide
Watson Manufacturing Corp. with the service it requi�es. 

(3) Watson
specific type 
not otherwise 

Manufacturin g coxp. 
of service o ffered by 
available by existimg 

CONCLUSIOliS 

has a need for the 
t he Applicant which is 
means of transportation. 

Upon consideration of the evidence in this proceeding and 
t he applicable lav with resi:ect to contract carrier 
authority, the Hearing Examiner concludes that the contract 
between the Applicant and Batson !anufacturing Corp., should 
be apptoved and that the Applicant should be granted the 
inttastate contract carrier authority to serve ·watson 
Manufacturing CorF. as se t forth i n  Exhibit A attached to 
this Order. 
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IT IS, THEREFORE, OBDEBED: 

(I) That John D. Brant1ey, Sa nford, North Carolina, be, 
and the same hereby is, granted contract carrier permit 
authority in accordance with Exhibit A attached hereto and 
made a part of this Order. 

(2) That the Applicant shall maintain his books and 
records in such a manner that all the applicable ite11s of 
information required in the Applicant's prescribed Annual 
Report to the Commission can be readily identified from the 
books and records, and can he utilized by the Applicant in 
the preparation of said Annual Report. A copy of the Annual 
Report form shall be furnished tc the Applicant upon request 
to the Accounting Division. 

(3) That the Applicant shall file vith the commission 
evidence o f  insurance, list of equipment, tariff of rates 
and charges, designation of process agent and otherwise 
comply vith the rules and regulatio ns of the comaission 
prior to commencing operations under the authority acquired 
her ein. 

( 4) That unless the Applicant complies vi th the 
requirements set forth in decr etal paragraph (3) above and 
begins operating, as herein authorized, within a period of 
thirty (30) days from the effective date of t his Order, 

'11nless such time is extended in wr iting by the C ommission 
upon written request, the cperating authority acquired 
herein vill cease and determine. 

ISSUED BY ORDER OF THE CO!MISSION. 
This the 3rd day of January, t 977 '!' 

(SEAL) 

DOCKET NO. T-(839 

EXHIBIT A 

NORTH CAROLINA OTIUTIES COMMISSION 
Anne L. Olive, Deputy clerk 

John D. Brantley 
Route I, Bex I 016 
Sanford, North Carolina 27330 

.£9,!!ll,!g .£.!filUEB OPERATING AUTHORITY 

Transportation of Group 21, disc 
harrows, rctary cutters, sprayers o f  
all types, and component parts, 
between all points and places within 
the State of North Carolina, under 
individual bilateral written.contract 
vith Watson aanufacturing 
Corporation, Sanford, Horth Carolina. 
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DOCKET NO. T-1732, SUB 2 

BEFORE THE NORTH CAROLINA UTII.I'IIES COl!UUSSIOH 

In the "Hatter of 

495 

Norman Duncan, t/a D & N Rotors, 100 Ray) RECOBl!BHDED ORDER 
Street, Tabor City, North Caroliua 28463 ) GRANTING 

- Application for Common Carrier Certi-) CERTIFICATE
ficate - Extension ) 

HEABD IM: Hearing Rcom of the Co■aission, Ruffin 
Building, One Vest Horgan street, Raleigh, 
Horth Carolina, on Barch 31, 1977 at 9:30 A.ft. 

BEFORE: D. D. Coordes, Hearing Exa■iner

APPEARANCES: 

For the Applicant: 

Mr. o. Richard &right, 
Wright, Attorneys at Lav, 
Tabor city, Nor th Carolina 
For: Norman Duncan, t/a, D & 

Jr., ftcGougan and 
l!cGougan Bu ilding, 

Par the Protestants: None 

N ftotors 

COORDES, HEARING EXAftINER: By application filed with the 
Commission on Febru ary 3, 1977, Hr. o. Richard Vright, Jr., 
HcGougan and Wright, Attorneis at Lav, Tabor City, North 
Carolina ., for and on behalf of Norman Duncan, t/a D & S 
ftotors, seeks authority, as a cc■mon carrier., to engage in 
the transportation of: 

"Group 21, Mobile Homes, fro■ point of origin in 
and Brunswick Counties to a destination anywhere 
Carolina, or from point cf origin anywhere 
Carolina, to a destination only i·n Columbus or 
Counties." 

Columbus 
in North 

in North 
Brunswick 

Notice of the application, together with a description of 
the authority sought, along with the time and place of 
hearing, was published in the commission's calendar of  
Hearings, published February 23, 1977. 

No protests to the granting of the instant application 
were received by the Commission prior to the hearing and no 
one appeared at the hearing in opposition t hereto. 

Upon call of this matter 
captioned time and place, 
represented by counsel. 

for hearing 
Applica Dt vas 

at the 
present 

above 
and 

In support of his applicat ion, App1icant testified that he 
is the holder of Co■mon carrier certificate No. c-1os1, 
i ssued by this Comaission, authorizing him to transport 
mobile homes between pcints and places in Columbus and 
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Brunswick Counties; t hat be has operated under said 
authority for two (2) years without any problems ana vith no 
accidents and that he has received

/.
numerous requests to move 

mobil.e homes outside of his authcrized territor y, which he 
has had to turn down. 

ttr. ted Watts. nagistrate, Cclumbus Coun ty, testifying in 
behal.f of Applicant, stated that be owns mobil.e homes and a 
smal.l mobile home park; that he has had difficulty getting 
someone to move his mobile hoaes; that o n  occasion he has 
had to move them himself; that he has received numerous 
request for someone to move mobile homes; and that until Hr. 
Duncan received his authority, there vas no one lo cal ly that 
could provide such service. 

Also te9'tifying in behalf of A·pplica nt vas l!r. Jesse 
Barker, Chief of C olumbus county Folice, Whitevil.le, North 
Carolina. Chief Barker test ifiEd that he receives inquiries 
for people to move mobile homes into and out of Col.umbus and 
Br11nsvick counties and that ,there is no locally domiciled 
carrier to provide this service, which results in the mobile 
homes being moved illegally. 

Upon 
adduced 
Hearing 

consideration 
and the record 
Exa11iner makes 

of 
in 

the 

the application, 
this matter as  

following 

FINDINGS O! fACT 

the evidence 
a vhole, the 

(I) That the Applicant. Nor■aE Duncan, t/a D & N
is the bolder of Common carrier certificate No. 
issued by the Commission and is curr ently providing 
as authorize d thereby. 

8.otors • 
,C-J05J, 
service 

(2) That p11blic conveni.ence and
proposed service in addit ion to 
transportation service. 

necessity require the 
existing authorized 

(3) That Applicant is f it ,  willing and able to properly
perform th e service proposed. 

(4) That Applicant is gual ified finan cially
to acquire the authority sought and provide 
continuous service thereunder. 

CONCLUS]OHS 

and otherwise 
adequate and 

Based upon the evidence presented• the record as a vhole 
and the foregoing Iindillil§ g! ,!M;!, t he Hearing Examine r is 
of the opinion that the pr oposed service is. in the public 
interest; will.not unlawfully affect the service to the 
public by other public util ities; that Applicant is £it, 
willing and able to perform the service proposed and that 
the Application should be approved. 
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IT IS. THEREFORE• ORDERED AS �OLLOVS: 

{ I) That Common Carrier certificate No. C-1051, held by 
Norman Duncan, t/a D 6 N Motors. 100 Ray street. Tabor City, 
North Carolina, be. and the same is hereby, aaended by the 
addition thereto of the authority as set forth in Exhibit B 
attached hereto and made a p art hereof. 

(2) That Norman Duncan, t/a Il & N Motors, file with the
Commission evidence of the required insurance. lists of 
equipment. tariff of rates and charges, designation of 
pro cess agent and otherwise cc■ply with the rules and 
regula tions of the Com�ission to the extent tha t he has not 
already done so. and institute operations under the 
authority herein acquired within thirty (30) days fro■ the 
date this order becomes final. 

( 3) That the Applicant shall maintain his books and
records in such a 11ann er that all the applicable items of 
infor�ation required in the Apflicant•s prescribed Annual 
Report to the Commission can be readily identifi ed fro■ the 
books and records. and can be utilized by the Applicant in 
the prepara tion of said Annual Report. A copy of the Annual 
Report form shall be furnished tc the Applicant upon request 
to the Accounting Division. 

(4) That unless Applicant cc.11plies vi th the require■ents
set forth in Dect"etal Pa ragraph (2) above and begins
o�ra tions, as authorized. within a period of  thirty (30) 
days after this Order becomes final. unless ti■e is ext ended 
by the Com■ission upon written reguest. the operating rights 
granted herein will cease and determine. 

ISSUED BY ORDER OF THE COMftISS�ON. 
This the 8th day of April, 1917. 

(SEAL) 

DOCKET NO. T-1732 
SOB 2 

EXHIBIT B 

NORTH CAEOLINA UTILITIES COftHISSION 
Joan H. Iearson. Deputy Clerk 

D & N Koto:cs 
Norma n Duncan, t/a 
100 Ray street 
Tabor City. North Carolina 

IRREGDLA!! JtQ].I! £Q]ru!! CARRIER 

Transportation of Group 21, ftobile 
Homes, from points and places in 
Columbus and Brunswick Counties to 
points and places in North Carolina 
and froo pcints and places in North 
Carolina to points and places in 
coluabus and ·erunswick Counties. 
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DOCKET NO. T-1873 

BEFORE THE NORTH CAROLINA DTILI'JIBS C01'18ISSION 

In the Hatter of 
) sucorn, Incorporated, of Florida , Route 70 

Bast, Marion, North Carolina 28152 -
Application for Contract Carrier Authority to 
Trans port Group 21, Liguid sweeteners, in 
Bulk, Between Marion, North Carolina, and All. 
Places in North Carolina 

) RECOftHENDED 
) OBDER 

HEARD IN: 

BEFORE: 

APPEARANCES: 

) DENYING 
) APPL InT ION 
) 

commission Hearing Bcom, Dobbs Building, 430 
North Salisbury Street, Ra-leigh, North Carolina 
27602, on July 20, J977 

Hearing Examiner Antcinette B. lfike 

Por th e Applicant: 

Vaughan s. Winborne, I 108 Capital Club 
Building, Raleigh, Ncrth Carolina 27601 

For the Protestant: 

Ralph McDonald, Bailey, Dixon, Wooten, McDonald 
& Fountain, P. o. Box 2246, Raleigh, Horth 
Ca rolina 27602 
For: Fleet Transport Company, Incorporated 

WIKE, HEARING EXAftINEB: 
1977, sucorn, Incorporated, 
to as sucorn or Appl.icant) 
as f ollovs: 

By application filed on June I, 
of Flor ida (hereinafter referred 
seeks contract ca rrier authority 

"Group 2 f , Transportation of al.l and any 
sveeteners, in bulk, for the account of A. E. 
Manufacturing Company, Post Office· Box 151, 
Illinois 62525, between KarioD, North Carolina, 
places and points in North Catolina. n 

liquid 
Staley 

Decatur, 
and a ll 

Notice of the Application and Cate of hearing, along vi th a 
description of. the authority sought, vas ·published in the 
Commission's Calendar of Hearings issued June 3, 1977. On 
July 5, 1977, a Protest and Motion for Intervention vas 
filed on behalf of Pleet Transport company, Incorporated 
(hereinafter Fleet). By order issued July 12.. (977, the 
Commission all owed said Intervention. 

The matter came 
Applicant offered 
witnesses. 

on 
the 

for hearing as 
testimcny a nd 

scheduled and the 
exhibits of four 

Levis W. Minford, IV, Applicant's President� testified and 
s ponsored three exhibits: Applicant's balance sheet, 
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equipment list, and transportation contract with A. E. 
Staley Hanufacturing Co11panJ (Staley), the supporting 
shipper. This testimcny tends to sh ow the following: 
Applicant i s  a Florida corporation, duly authorized to do 
business in North Carolina, and is a distributor of bulk 
liquid sveeteners vith pl ants at Flant city, Florida, and 
Karion, Horth carolinai it has teen in business in Florida 
since 1961 and at Karion since cctober 1976; Applicant uses 
its own transportation in Florida; Applicant established its 
plant in l!arion for the market potential due to good 
railroad connections and proximity to  a number of adjoining 
states; prior to locating in Ha·rion, Applicant· considered 
Asheville as a site and talked w ith a representative of 
Fleet regarding rates fro■ Asheville; the rates quoted by 
Fleet from Asheville vere not competitive vith the rates 
from Lexington; Applicant bas entered into a 20-year lease 
for the Bari on property; at Barion, Applicant receives bulk 
liquid sweeteners by rail from. tecatur, Illinois, and sugar 
from Florida; the plant has 72,000 gallons of storage 
including two 7,500-gallon blending tanks; other facilities 
include a boiler, warehouse space, rail siding, rail 
unloading and truck unloading; ApFlicant is a distributor 
for A. E. Staley but buys and resells products from others 
f,or its own account: 75l of .the Eroducts handled at Marion 
belongs to A. E. Staley and the remainder belongs to 
App1icant: the services provided for Staley include transfer 
from rail to truck, storage, blending, if required, and 
distribution to customers: Staley uses 45,000 gallons of the 
available storage at Marion; Staley has been using the 
facility at ftarion since November 1976, and Applicant has 
provided motor transportation for Staley since that time; 
the rates app lied t o  transportation for Staley have been 
those contained in a point to point schedu le which is part 
of the contract between the comFanies; a representative of 
the Commission suggested that Applicant apply for authority, 
expressing t he opinion that it should be a contract 
operation; earlier, Applicant had met 111ith a transportation 
consultant who expressed the opinion that all transportation 
contemplated could be conducted as private carriage; during 
the first 1100th of operation for the account of Staley, 
Applicant transported 1-5 aillion pounds of liquid 
sweeteners; since then, the vclume has been 1.s to 1.e 
million pounds per month; transportation for Staley has been 
to a variety of points in Ncrth Carolina, including 
Wilmington in the east and Washington in the northeast; 
approximately 1/4 to 1/3 of -Applicant• s present monthly 
volume of truck transportation (2.2 million pounds) is for 
its· own account; l\pplican t has performed specialized 
transportation service for Staley by being familiar with the 
n eeds of Staley's custo■ers, including the times they prefer 
delivery, the hookups n eeded, and whom to call in an 
emergency; Applicant keeps a file on each customer and 
instructs its drivers as to the couplings and fittings 
required; at the time of the hearing, Applicant had the 
capacity to blend for Staley but vas not doing so: other 
than for its private transportaticn, Applicant will dedicate 
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its equipment for Staley's use: and Applicant is willing to 
tailor this transportation to the special needs of Staley. 

On cross-examination, Hr. Binford stated that sucorn or 
its predecessor operated a similar facility in Lexington, 
Horth Carolina, from 1963 to 1968 during which period 
Haybelle Transport Co■ pany vas used as the company's 
ca crier; that in r973 Applicant converted to private 
care iage in Florida because cf poor service by co11m.on 
carriers and rates in certain areas: that Staley and sucocn 
are marketing the same product, but more customers prefer to 
buy from Staley since it is a national corporation; that the 
transportation consultant vho had advised Applicant as to 
its North Carolina tran sporta ticn vas not a licensed North 
Carolina a ttorneyi that Applicant has continued to perform 
transportation in North Carcli11a for Staley since talking 
vith the representative of the Com■ission; that Sucqrn 
arrived at its schedu le of ra te� liith Staley using a mi1eage 
ctiari:; that, prior to the hearing, be vas not aware of NCOC 
Rule R2-I 6 (b) reguiring that rates of contract carriers not 
be lover t han those of c011mon carriers providing similar 
servicesi that he would be villi11g to charge rates approved 
by the Commission; that Applicant has and will continue to 
use the same trucks for its private transportation and for 
i ts transportation for the account of Staley; that the 
trucks bear the name Sucocni that, in his opinion, NCUC Rule 
B2-33 prohibits only co■ingling cf private and regulated 
transportation in the sa�e vehicles: that, if his 
interpretation is incorrect, Applicant could turn its 
accounts over to Staley and beco11e a 11total contract 
carrier"; that Applicant bas �ith Staley a blending 
agreement, a transportation agree■ent, and possibly a 
distribution agreeme�t i that Sucorn has a schedule of 
charges with Staley to cover blending and transfer from 
storagei that all of Applicant's tractors have paver 
takeoffsi that Applicant is performing transportation in 
minimal volumes from Ma�ion to points outside North Carolina 
for the account of Staley; that no application for authority 
bas been made to the Interstate Ccmmerce Comtli.ssion (ICC); 
that points served to date include Petersburg, Bristol, and 
Roanoke, Virginia, and Knoxville, Tennessee; and that vhen 
his company first talked �ith Staley, it vas avare that 
Staley's only distribution point in  Horth Carolina was 
Lexington and that Fleet w as prowiding transportation out of 
that .point. 

Robert L. J.ighthall, Assistant to the Director of 
Corporate Transportation for Staley, testified and sponsored 
as an exhibit a "Pact Sheet" describing S'taley• s products, 
organization, and history. The testimony tends to shov the 
following: Staley entered a contract vith Applicant because 
Applicant offers a co■plete package, namely, storage, 
transfer fro ■ rail to truck, blending, and delivery to 
customers; Staley ha s an operation at Marion and also 
operates out of Lexington; through May 1977, Staley shipped 
8.5 million pounds of liquid s�eetener from Marion; a total 
of 12. 7 million .po unds was projected for the fiscal year, 
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ending in September, and the projection for fiscal 1978 vas 
19 to 20 million pounds; StaleJ is going to continue to use 
the Lexington terminal; Stale y has maintain"ed � distribution 
point at Lexington since 1962 or 1963; services available at 
Lexington include storage of inbound tank cars, unloading, 
steaming, perhaps scme storage, and truck transportation; 
and the decision to establish a distribution point at Marion 
vas made because tbe total saleE package, including storage 
and blending, vas tailored and •specialized to staley•s 
needs... Hr. Lighthall has gotten no complaint about services. 
at Marion; he has no intention of criti cizing Fleet; his 
purpose is to support �pplicant so that Staley can get in 
t-he really tough market 11i th Anbe user-Busch., CPC 
International, etc., and to do so, the proudct must be 
delivered to the customer in a timely manner; and in his 
experience, contract carriers provide better service because 
of the dedication of eguip■ent. 

On cross-examination, Mr. Lighth all stat-ed that to bis 
knowledge Staley has nc present intentio� to phase out 
operations at Lexington: that he has hear d no complaints 
with, t�e services rendered by Fleet at Lexington and ,. in 
fact, investigated company records prior to attending the 
hearing but found no se rvice deficiencies; that storage ' is 
n·ot regulated by any jurisdiction; and that storage is a 
p art o f  the 1 total distribution fa.Ckage. 

The testimony of Donald .. L. Dillingham, Applicant's narion 
Plant Manager, tended to show the following: the facility 
vent into operation in October er November 1976; product is 
brought into Marion b y  rail, stored in tanks, filtered and 
steamed, and then distributed by truck; as a regu lar 
practice,. n one is unleaded directly into a transportation 
uniti rail cars are heated in transit, some as high as 120 
degrees; the temperature is brought up slovly, over 12 to 24 
hours,· to a void damaging the product; the main plant has 
separate pumps to handl e different products ; there are tvo 
6,000-gallon blending tanks at Marion, bot to date no 
blending has been done for .Staley other than of samples; 
approxi11ateJ.y 75% of SOS of Applicant's 72,000-gallon 
storage is dedicated to Staley; on indirect recommendation 
from the ICC, App.licant vent to a consultant vho indicated 
that the hand ling of Staley pro9"ucts 11ould not violate any 
laws; an investigation from the St ate recommended �ucorn 
file for a contract carrier i:ermit: Appli cant is in a 
position. to take less than· full loads and store them; 
Applicant can heat loads to various t emperatures, as 
Staley's customers r�guire; the temierature vill hold for 24 
hours during the truck movement; Washington ., Nev Bern, 
Raleigh, Durham, and Knoxville are points to which Applicant 
has provided transportation for Staley; most of the 
inte rstate movements have been in emergency situations; 
Applicant has never hauled any combination loads on the same 
vehicle at the same time; other than Applicant's own 
transportation,. vehicles are dedicated to Staley; Applicant 
keeps records on customers regarding the fillings needed,. 

the size lines needed, the vOlume of the customers• tanks 
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and the distance the pt:oduce has to be pumped_: individual 
customers• tanks vary from 3,500 to 6,000 gallons and the 

.type of installation varies; Applicant bas made.emergency 
deliveries to' a two-hour period and vill deliver at all 
h ours depending on the need; Applicant will not serve anyone 
other than itself but Staley; and Applicant will haul 
Staley's first. 

On cross-examination, Hr. Dillingham stated that Applicant 
is serving some Staley customers that were formerly served 
from Lexington; that, to his knowledge, Staley stillcserves 
Pine State Dairy in Raleigh and Cchle Dairy in Lexington, 
out of Lexington; that. Applica11t is presently receiving a 
percentage of Staley t�aff�c that vas formerly received by 
Fleet ; that approval of thi s application vollld permit 
App1icant to be a little more responsive to Staley's needs 
to provide a customi2ed service; profit is not the total 
motive for this application; the tota 1 motive is to provide 
service that Fleet has not been a·ble to provide or bas not 
agreed to Frovide; that the transportation revenues 
Applicant receives vill be only t 51 to 20% of the total 
compe�sation to St aley by Applicant; that Staley is charged 
for services other than transportation on the basis of·put
through poundage_; that the n1ost obvious charge is involved 
in the heating proce·ss and fuel oil for which Applicant 1s
costs are probabl_y higher than Fleet's; t hat a great deal of 
Applicant•s costs, particularly in winter months, comes from 
heating of liquid sweetener, steaming, cost of· electrical 
pumps, etc., and personnel; that the cost of handling is 
higher on average.than any freight involved; and that Staley 
pays all freight char:ges, and al1 product is shipped 
prepaid. 

The testimony of James C. Beyers, Staley•s Territory 
Manager for North Carolina and Vir ginia, tended to show the 
following: his ccmFany•s annual volume of sales of corn 
derivative sweeteners in North Carolina is approximately 25 
million pounds; the dollar volume is about 15¢ to 20¢ per 
hundred pounds; four: years ago Staley undertook a nationwide 
marketing evaluation and as a result decided to improve its 
distribution system to service the entire market rather than 
just the I s:c to 201· of the accounts that do 80% to 90% of 
t he business; it began to look for opportunities to provide 
blending service so that it could serve the smaller 
accounts; all of Staley 1s co�petitors make good products, 
and one of the principal features of service is having all 
of the products . available to sell and distribute vhich 
customers may demand; in an effort to establish blending 
facilities in North Carolina, Hr. Meyers talked with 
officials of Fleet• s subsidiarJ, Bulk Storage, and vas 
advised that blending could be Ercvided at Lexington; since 
the blending facilities vere owned by Ailheuser-Busch, a 
competitor, it elected not to use them; Staley also decided 
against ·establishing its ovn ble nding facility at Lexington; 
the Applicant's facility at Marion prov ides a total 
distribution syste.11 simi1ar to one in Indianapolis, Indiana;, 
which Staley purchased and put .into operation six months 
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prior to starting business at ftarion; Staley uses a contract 
carrier at Indianapolis and would prefer to d o  so at Marion 
because there is an opportunity for more control of a 
contract carrier; Staley Supports sucorn•s application 
because it gives Staley the opportunity to promote sales in 
North Carolina by using sales tccls that vere not previously 
a vailable, not just trucking service, but tasic service. 

Mr-. rrieyers stated that be has no desire to get a rate 
advantage; that he had never .visited the facilities of Fleet 
and Bu.lk Storage at Lexington but that Pleet bad given very 
good transportation service; and that he had never knovn 
Fleet to be unable to service a customer because of improper 
coupling devices or insufficient kno,wledge of the customer•s 
operation. Re also stated that he had been involved in his 
company•s negotiations with sucorn when Staley decided to 
encourage Sucorn to put in the facilities it did, including 
blending facilitiesi that Sucorn had offerred to provide 
motor V transportation for Staley out of Ka rion; and that he 
had not been avare that Pleet had authority from Marion to 
points in North Carolina. He admitted that it makes no 
difference to his company vho provides motor transportation, 
as long as it is done competently, vhich is constantly being 
evaluated. Hr. Meyers further stated that Fleet is doing a 
good· job of motor transportation at Lexington and Sucorn is 
d oing a good job in Marion. He expressed a preference for 
Sucorn•s motor transportation services at Karion because 
Sucorn is the re, stating that the only vay that Staley vould 
use Pleet at Marion would be if Fleet stationed trucks 
there. However, he said_ Staley would still prefer to use 
Applicant. Th e reason for the preference, in addition to 
the desire for control, according to Hr. Meye rs, is that be 
feels it only fair that Applicant get some of the benefits 
in return for some of the services that it bas provided for 
Staley. He also stated that Sucorn has more storage tanks 
avai.lable for StaieJ\' s account than does Bulk Storage in 
Lexington and that the facilities are in excellent 
condition. 

In l!lr. Meyers• opinion, Staley pays about as much in 
transportation costs a s  it dces for storage and other 
p rocessing and a little more f or nontransportation services 
at Marion than at Lexington� Hr. Meyers agreed that the 
volume of in trastate freight tendered to Fleet by St aley had 
decreased by q7.5% since operations at Marion vere 
initiated. He aaded that_succrn could n ot provide the. extra 
services for Staley at Marion without some kind of base to 
operate on and, that if Staley �ere faced vith giving all of 
its direct business to Fleet and all of its blended business 
to sucorn. suc orn v ould not have a business. nr. fteyers 
stat"ed that the Applicant has received some business at 
fta rion that was diverted from fleet and some that was new 
and that Rale igh ana Lexington are the on.ly points sti.11 
served from. Lexington. He agreed that the total number of 
points served from Lexington· baa been reduced from 11 to 
two. a tonnage reduction of about 50%, and that the 
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interstate revenue tendered to Fleet at Lexington has 
decceased by 90.BI sin7e the Marion operation vas started. 

on redirect examination, Br.· Meyers stated that if Staley 
had to put material ·into Marion just to make a blend it 
could not have done so and that Staley bas niJ in.tention of 
cea sing ope ration with Fleet. 

Oil questioning by the Hearing Exami ner, · Mr. Meyers 
admitted that the tvo remaining accounts served from 
Lexington, Pine state Dairy and Coble Dairy, could be 
switched to Harian if Staley shculd elect to do so. He also 
stated that he bad not considered using Fleet as a carrier 
at Harian because Applicant has its ovn trucks and is 

. per £ect.ly capable of i:roviding transportation. 

On further, cross-examination, Mr. Meyers admitted that the 
•primaiy con sideratio n for using Applicant for transportation
from ftarion has been factors other than transpo rtation. 

The -Protesta nt presented one witness, 
Director of Comme rce and Traffic for 
Company. ftr .. St one sponsored I I eJ:hi bits. 
a summary of his testimony: 

Bussell E. stone, 
Fleet Transport 

The following is 

Fleet is. authorized to transport both liquid sweeteners 
a nd liquid commodities, in bulk, in tank vehicles, between 
a ll po:fnts in Horth Carolina. It maintains permanent 
terminiils at Charl otte and Le xington a'nd, per iodically, upon 
demand, ,stat ions equipment at a shi pper's facility. It is 
p resently doi ng so' at ·a shipper's facility in Roxboro, ilnd, 
during each fertilizer season, it st ations equipment with 
s hi ppers at various points. Plee t would station equipment 
at Ha rion upon reques t by St aley. Hr. Stone expressed the 
opinion that Fleet could provide all of the t ransport ation 
described as needed by Staley's representatives. Two .or 
three years ago, when sucorn was consider ing establishing a 
distribution point at Asheville, Mr. Stone talked uith 'Mr . 
Minford abo ut providing intrastate service. He also offered 
t o  file an application for authority to provide interstate 
service. He never heard anything further froa ftr. Minford 
after that discussion. 

Fleet's equipme nt inventory, a list of its tractors 
domiciled in North Carolina and a list of its trailers 
dollliciled in North Carolina, ve:ce pr esented as Protestant's 
Exhibits 13 - 15. Mr. Stone stated that all trailers are 
owned by Fleet and the tractors are owned by owner/operators 
vho lease them to Fleet and receive a percentage of the 
freight revenue earned. Approximately ·30 o�ner/operators, 
vho earn $15,000 - $20,000 p er year. are employed i n  Horth 
Carolina. Fleet also employs approsimately 20 nondrivers in 
North Carolina. The terminals at Lexington and Charlotte 
have ·c;: omplete maintenance and cleaning facilities with va ste 
disposal sy stems and are open 24 hours a day, seven days a 
veek. Fleet holds itself out to provide service 365 day s a 
year. 'Both texingtcn and Cha·rlotte are edible terminals; 
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the equipment stationed at Lexington is suitable for corn 
syrup and sugar; and most of the Charlotte traffic is in -dry 
commodities. According to !tr. Stolle, Fleet is kno·vn as a 
food-grade carrier. (Haybel.le, -whose Lexingtoll operation 
was acquired and merged into Fleet r w as a pione�r in the 
field.) Fleet owns 49 edible sta inless • steel and tvo 
alu11in11m-barrelled edible plank trailers, the majority of 
which have steam coils. Mr. Stone -stated that Fleet is 

'willing and able tc procure additional equipment as needed .. 
Fleet customarily meets the problem of serving shippers with 
different size hoses and couplings by having its dispatcher 
be familiar vith the customer's reguirement s. 

ftr. stone explained the rElationship between Pleet and 
Bulk Storage, Inc. Maybelle Transport also operated a bulk 
transfer facility at Lexington uhich Pleet purchased and nov 
operates as Bulk Storage, Inc. Bulk Storage is a separate 
ent ity. It brings rail cars cnto a sl.ding for any shipper 
who wants to use the facility. It applies a through-put 
charge for .Product going from rail to truck or rail to 
storage. Various shippers maintain product inventory vith 
Bulk Storage, and a teletype service is available for their 
convenience. Fleet is the primary carrier out of Bult 
Storage's faci lities, but the orders of any shippers are 
h onored. According to · Mr. Stone, the only difference 
between Bulk Storage's operation at Lexington and 
A pplicant•s operation at Marion is that Applicant' provides 
transportation • 

• 

Mr. stone testified that Fleet serves Staley out of 
Atlanta in the transportation of liquid commodities in both 
i·nterstate and intrastate ccmmerce. Be ·stated that he 
discerns no difference between the transportatiOn service 
required there and that required at Lexington; that Fleet 
has received no complaints from Stale y regar ding its service 
at Lexington; and that Fleet is willing to serve Staley from 
Marion. Hr. Stone presented Protes tant's Exhibits i7 - 110 
which purported to show the impact of the diversion of 
revenue from Staley at Lexin gton upon its operation. At the 
time of the hearing, Fleet• s re\lenue on int rastate traffic 
from Staley had been reduced by soi, which on, an annual 
ba,sis would result in an increase in Fleet• s intrastate 
operating rati o. from 96.2 to 97.5, all other things 
remaining equal. According 'to Mr. stone, an operating ratio 
above 95 is not favorable. Be st_ated t hat Staley's revenue 
is important to Fleet and that if Fleet loses it the Company 
may be required to move same of its drivers from North 
Carolina, resulting in a loss of revenue to the State. Mr. 
Stone sponsored Protestant•s Exhibit Ill shoving wages paid 
to employees in North Carolina by Fleet and its subsidiary, 
Bulk Storage, Inc., as of December 31, 1976 ,. 

On cross-examination, Mr. .Stone stated that he did not 
lc-nov how many independent contractors Fleet bad stationed at 
Charlotte or Lexington as of May I, 1977. Hr. Stone further 
stated that Fleet has interstate authority to transport 
liquid sweeteners from Marion to po'ints in Al�bama, F-1.orida, 
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Georgia, Kentucky, Maryland, North Carolina·, Pennsy1vanicl, 
south Carolina, Tenn essee, Virginia, West Virginia, ana the 
District of Columbia and that rleet•s rates out of Marion 
are exactly the same as these out of Lexington. He 
testified that Carroll McDade, vho is in charge of Fleet's 
Lexington te rminal, is also in charge of Bulk storage at 
Lexingtcn; Bulk storage is vbclly-owned by Fleet; Fleet and 
Bulk Storage serve An heuser-Busch and CPC at Lexington. 

Based upon the foregoing and the entire record in this 
proceeding, the Commission makes the following 

FINDINGS OP FACT 

1. That Applicant is a Florida corporation duly 
authorized by the Secretary of State to do business in North 
Carolina; 

2. That, in October of 1916, Applicant established· a
liquid sweetener distribution plant at l'!arion, North 
Car.olina, vith facili ties for rail storage, transfer from 
rai.l to storage, filtering and steaming, blending, bulk 
storage, and transportation; 

J·. That, by this application, Applicant propos es to 
tran sport liquid sweeteners. in bulk for the account of A. E .. 
Staley Manufacturing Company tetveen ttaricin and all points 
in North Carolina under a wri tten contract with A .. E. Staley 
which vas filed with the C ommission at the time Sf the 
hearing; 

4. That tv o representati�es 
testified t hat their company is a 
sweeteners vi th a substantial 
Carolina and adjoining states; 

of A. E. Staley have 
distributor of bulk liquid 
volume of sales in North 

5. That the Protestant, Fleet Transport Company, Inc.,
is authorized under certificate/Permit No. CP-39 to 
transport liquid sweeteners and liquid commoditi�s, in bu.lk, 
in tank trucks, between all points i n  North Carolina and 
maintains permanent terminal s at Charlotte and L exington. 

6. That A. E. Staley's sole distribution point· in Nort h
Carolina was at Lexington until November of 1976, when it 
tran sferred all but tvo North Caroli�a accounts and �11 
i nterstate accounts secved f�om North Carolina to 
Applicant's facility at Marion; 

7. That the establish nent of the Applicant 1s 
distribution plant in Marion vas in contemp1ation of 
providing integ rated stOrage, blending, and transportation 
services for the account of A. E. Stal�y ftanufacturing 
Company as Well as for Sucorn•s own accounts; 

8. That A. E. �taley•s representatives have expressed a
need for the nontransportation distributi on services offered 
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by Applicant at Marion and a preference for the 
transportation services offered by App1icant at Marion; 

9. That A. E. Staley• s 
without the transportation 
account succrn would not 
services at Marion: 

representatives have stated that 
of liquid sweeteners for its 

be able to continue its other 

10. That A. E. Staley's motor transportation needs at
narion, North Carolina, are similar in kind to its motor 
transportation needs at Lexingtcn, North ·Carolin a; 

11-- That A., E. Staley's representatives have testified 
that the transportation servic!3S provided by the Protestant 
at Lexington and at points i n  interstate commerce have been 
satisfactory; 

12. That both the Applicant and the Protestant have 
suitable equipment a nd the necessary expertise to transport 
liquid sweeteners i n  bulk; 

I 3. That the Protestant 
evidence tending to shov that 
which it previously hand1ed 
resulting in a decrease in 
revenues; and 

has presented un contr adicted 
traffic fro■ A. E •. , Staley 

has been diverted t o  Applicant 
the Protesta nt Is oper ating

I 4. That the 

sbov that present 
E. , Staley will
ratio.

Protestant ha� adduced evidence tending to 
and potential diversion of revenue from A. 
h ave an adverse effect upon its operating 

1s. That Applicant has, since tiovember of 1976, 
intrastate transportation of liquid sweeteners in 
the a ccount of A. E. Staley without anthority
Commissioni 

performed 
bulk for 
from this 

WHEREUPON, the Hearing Examiner reaches the following 

CONCLU SlONS 

1- Ahile the Applicant appear s to be fit, willing, and 
able to properly perform the proposed service, this 
,application must be considered in the li ght of· all of the 
provisions of G. s. 62-262 (i) and North Carolina Uti.lities 
Commission Rule R2-t5(b). The essential element of proof is 
fhat "cne or more shippers have a need for a specific type 
of service not other�ise available by existing means of 
transportation. n The evidence in this docket is not 
�ufficient to sustain this burden. The testimony by the 
representatives of the supporting shipper does not establish 
·the need for any specific transportation s ervice that the
Protestant is unwilling or unable to provide as a comm.on
carrier. The supporting shipper's preference for
Applicant's transportation service in conside·ration of the
provision of nontransportation services by Applicant will
not support the grant of a pernit to Applicant.
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2. G.s. 62-262(i) also requires that this Commission, in
ruling upon applications for contract , carrier permits, 
consider vhether the proposed cperation will unreasonably 
i!llpai_r the efficient public service of carriers operating 
under certificates. The reccrd 'in this docket indicates 
that substantial revenue has b een and ·vili be diverted from 
the Protestant if this application is approved. Absent a 
show of a specific need by the shipper for the proposed 
service, it aust be held that such .diversion does and will 
unreasonably impair t he Protestant's service to the public. 

3. It is regtettable that the Applicant established
facilities in North Carolina without' first seeking to obtain 
the autbori ty necessary to perform the transport_ation 
servi_ces vhic h apparently are essential to its continued 
operation. the Co■mission has no desire to reiider a 
decision vhich vill be detrimental to any business 
enterprise. The Commission is bound by lav, however, to 
promote harmony among all carriers and to prevent undue 
preferences and destructive coBpetitive practices between 
all carriers. G.S. 62-259. 'lo this end, the Commission has 

. no choice but to· deny the instant application. 

4. Applicant's past and present transportation service
for t.he account of A� -,B. Staley has been vitho�t authority 
an d, therefore, must cease. Applicant is  admonished "that 
any future transportation of liquid sweeteners, in bulk, for 
t he account of A. E. Staley or any Other shipper between 
points in North Carolin�, except as provided by G.S. 62-260 
and s:s .. 62-265, Bill be deemed unlawful and that this 
co11mis�ion will take a�propriate action in response thereto. 

I'l IS, TBEBBPORE, qRDERED AS FOLLOWS:-

'!. That the application of Su corn, Incorporated, of 
Florida for contract carrier auth'ori ty as more fully 
described above, be, and the same is hereby, denied .. 

2.. That the Applicant shall cease an d desist from any 
tran sportation service for vhicb'authority has been sought 
by this application and is herein denied. 

ISSUED BY ORDER OF THE COMMISSICN.

•This the 6th day of December, 1977 •.

NOETH CAEOLINA UTILITIES coaaISSION 
Katherine �� Peele, •Chief Clerk 

DOCKET NO. B-Q, SOB I 01 

BEFORE THE NORTH CAROLINA OTILiiI!S COMMISSION 

In the Matter of 
'Norfolk Southern Railwa y Company - Application ) ORDER 
to Retire and Dismantle the Depct Building at ) GRANTING 
Knightdale, North Carolina ) -APPLICATION 
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BY THE COMMISSION: l!y 1.pplication filed with the 
Commission on September 12, 1917, by Messrs. v. T. Joyner, 
Jr., Joyner and Howison, Attorneys at Lav, Raleigh, Horth 
Carolina, and James L. Howe III, General Attorney, Southern 
Railway Company,. Washington, D. c., fo:c and on behalf of 
Norfolk southern Ra-ilvay company, (Applicant), said carrier 
seeks authority to retire and disaantle its depot building 
a t  Knightdale, North Carolina . 

In support of the proposed action, Applicant states that 
it has not used the depot building for several years and the 
di smantling and removal of said tuilding vould not have any 
effect on service provided to the · public; that Applicant 
desires to retire and remove tbE depot building on account 
of the unreasonable expense of keeping the buil.ding in 
proper condition. 

Applicant further states that a Notice to the Public w:as 
posted on August 19. 1977, and remain ed posted _for ten (10) 
days in compliance vi th Bule Bl -1 4 of the Com11issiorf' s Rules 
of Practice a nd Procedure. 

In the absence of the filing cf protests, the Commission 
caused an investigation to be made by its staff, which was 
conducted by Inspector Worth B. Hailey. Inspector.Hailey 
filed his report with the Commission September 19, 1977. 
which reflect s that Mr. Jimmy Johnson, Tovn Hanager, 
Knightdale, a dvised he knew of nc opposition to Appl.icant•s 
proposal; that the railroad has leased the building t o  Hr. 
George Pleasa nts, who operates an antique business in said 
building; that !!r. Plesa nts has agreed to purchas e the 
buil.ding from the railroad and to move the building fro■ its 
present site if the Application is granted; and, that hi;!: 
found no one opposed to the a ction as sought herein by 
A ppl.ican t. 

Based upon the verified Applic·a tion and the record in this 
matt er as a whole, the Commissicn makes the following 

FINDINGS OF FACT 

( I J That Applicant. Norfolk southern Railway Company, is 
a common carrier by rail in the State of Nor th Carolina and 
is subject tc the jurisdiction of this Commission. 

(2) That Applicant has a .depot building l.oqated. at 
Knigh tdale, Wake county, Horth Carolina. 

(3 J That A pplicant posted 
as required by Rule RI- 14 of 
Regulations. 

Notice of its propoSea action 
the Commission's Bules and 

(4) That no protest •as filed to the proposed action of 
A·ppl.icant. 
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CONCLUSIONS 

The Commission concludes that the Applic ant has 
established that public convenience and necessity no longer 
requires the depot building at Knightdale, North Carolina, 
and that the Application as hereinbefore described should be 
granted. 

IT IS, THEREFORE, ORDERED: 

(I) That the Application for and on beha lf of N orfolk 
southern R ai lvay company for authority to retire and 
dismantle its depot building at Knightdale, North Carolina, 
be, and the same is ber_eby, granted. 

(2) Th at Applicant notify the Commission vben it has
retired and dismantled or :cemcved the involved depot 
building a t  Knightdale, North Carclina. 

ISSUED BY ORDER OF THE COHHISSION. 
This the 4th day of October, 1977. 

(SEAL) 
NORTH CAEOLINA UTILITIES COHlUSS ION 
Katherine M. Peele, Chief Clerk 

DOCKET NO. B-66, SUB 82 

BEFORE THE NORTH CAROLINA UTILI1IES COHHISSION 

In the Matter of 
Rail Common Carriers - suspensicn and Investi- ) RECOMMENDED 
gation of Proposed Cancellation and Revisions ) ORDER 
in Rates on Brick or Tile Ra" l'laterials ) GRANTING 
Between Points in North Carolina, Scheduled to ) RATE 
Become Effective July 9 ., 28 and 30, t 976 ) INCREASE 

HEARD IN: 

BEFORE: 

APPEARANCES: 

The Commission Library, Buffin Buil ding, one 
Rest Morgan street, Baleigh, Horth Carolina, on 
November 5, 1976 

Hearing Examiner Wilson B. Partin, Jr. 

For the Respondent Railroads 

Edvard S. Finley, Jr., Joyner & Howison, 
Attorneys at Lav, E. O. Box 109, Raleigh, North 
Carolina 27602 
For: southern Bail�ay Systems 

James L. Hove Ill, Attorney at· Lav, Southern 
Railway systems, P. o. Box 1808,, washing�on,, 
o. c. 20013
For: Southern Railway Systems and

No rth CaroliDa Railroads 
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Phyllis A. Joyner, At torney at Lav, Seaboard 
Coast Line Railroad, 3600 West Broad Street, 
Richmond, Virginia 23230 
For: Southern Territory Bail Carriers 

(Generally) and Seaboard coast Line 
Eailroad {Specifically) 

For the Protestant-IntervEnor 

Robert o. Klepfer, Jr., Stern, Rendleman, 
Isaacson & Klepfer , Attorne ys at Lav, P. o. Box 
3112, Greensboro, North Carolina 27402 

For the Commission staff 

Jane s. Atkins, A��ociate Commission Attorney, 
Horth Carolina Utilities Comllission, P. o. Box 
991, _Raleigh, North Carolina 27602 

PARTIN, HEARING EXAMINER: This proceeding arose upon the 
filing with the Co■mission by the railroads operat ing in 
Horth Carolina, through their Agent , the Southern Freight 
Tariff Bureau,  of tariff schedules �reposing to cancel the 
present mileage scale i ntrastate rates on brick or tile rav 
materials (crude ea rth) and to est ablish increased rates on 
these materials to become effecti�e July 9, 28 and 30, 1976, 
and the f iling is designated as fellows: 

Southern Fr eight Tariff Eureau (Southern 
Freight Asscciation, Agent) Freight. 
Tariff No. 763-P, SUpFle1ent 47, 48 

and 50, Items 34991, 3�000 and 35001, 
therein, and Freight Tariff Ho. 763-G, 

Supple■ent 3, Ite■ 6185-A, therein. 

on June 29, 1976, Boren Clay Products, Greensbo ro, North 
Carolina, filed protest and petition for suspension of the 
proposed tar iffs. By Order of July 7, 1976, the com■ission 
issued its order suspending the Froposed tariff schedule s 
and sett ing the 11atter for invest igation and hearing. The 
matter ca■e on for bearing cn November 5, 1976. The 
respondent railroads, the protestant, Boren Clay Products, 
and the Co■ttission Staff were present and vere represented 
by counsel. The responde nts fresented the testimony of 
Rodney D. Briggs, Manager, Commerce, Marketing and Planning 
Division, southern Railway system; Ge orge B. Gallamore, Jr., 
Assistant General Freight Agent, in the Commerce Section of 
the Freight Traffic Department of The Family Lines systemi 
Francis H. Spuhler, Se nior Cost Analyst with the Southern 
Freigh t Association. The Commissi on Staf f  presented the 
testimony and exhibits of J. Philip Lee, Rate specialist and 
Special InYestigator in the Traffic-Transportation Division. 
The protesta"nt Boren Cl ay Products presented the testimony 
of William S. Jones, President of the company and A. K. 
Downey, Jr., a transportation ccnsultant vith the fi rm of 
Downey and company. 
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Based on the entire �ecord 
testimony and exhibits presented 
Examiner makes the following 

in this proceeding and the 
at the hearing, the Hearing 

FINDINGS OP FACT 

I • The respondent rail carriers participating in the 
tariff schedules under suspe nsicD in this proceeding are 
subject to regulation by this Commission and are proper ly 
bef�re the commissicn vith respect to such tariff schedul.es. 

2. The r espondent railroads in this proceeding have
satisfied the statutory burden cf proof to shav that the 
proposed tar iff sched ules are just and reasonable, and that 
there is a need by the respondents for the increases 
proposed in the tariff schedu les. 

CONCLDfIONS 

The Bearing Examiner finds and concludes that the tariff 
schedules prop9sed by the respondents on brick and tile 
materials (crude earth) are just and reasonable and that 
there is a need by the respondents for the increases 
p:coposed in such tariff schedules.. In so deciding r 'the 
Hearing Examiner notesr aaong other thingsr the folloving: 
the present single 1ine scale  fails to cover fUlly allocated 
costs in all mileage blocks from 25 to 600 miles and the 
variable costs exceed the rates in a number of instances .. 
Where variable costs do not exceed the rate the contribution 
is minimal. The proposed single line rates vil l not cover 
fu lly allocated costs. The ratics of proposed single line 
rates to vari able costs range fr6m 971 to 1191. The 
comparison of joint line rates and costs as shown in 
respondents' Exhibit 2 produce comparable results. 
Purthe rmore r the respondents costed protestant Boren's 
actual move■ent of crude ea:cth fro■ Boren•s siding to 
Roseboro r North Carolin a.. The variable cost vas $3.18 per 
ton and fully allocated costs uere $Q.J8 per ton. These 
costs can be co■pared with the Fresent rate of $2.83 and the 
proposed rate of $3.36. 

Challenge vas made to the ccsting procedures used by the 
respondents. The respondents• vitnessesr h oveverr testified 
that the Southern Begion unit r ailroad costs � 
appropriate for use in costing the move■ent of crude earth 
in North Carolina and more .specifically r between Boren •s 
siding and Roseboro r North Carolina. In the opinion of the 
Hearing Exa■iner r the evidence on cost vas sufficient and 
appropria te for this proceeding. consequentlJ r the 8otion 
by the Staff Attorney to dis■iss the proceeding on the 
gtound s of inappropriat� costing procedures is denied. 

The Commi ssion Staff Attorney also made a Sotion to 
dismiss the case on the grounds that the respondents have 
not carried t he burden of proof to show evidence .of the fair 
value of the respondents• properties. This Motion is 
likewise denied. The standar ds sEt forth in G.s. 62-133 -are 
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inapplicable in a proceeding such as this one which only 
involves a small segment of the responden ts• rate structure. 

IT TS, THEREFORE, OBDEBED: 

1. That the order of Suspension in th is docket dated
July 29, (976, be and the same hereby is, vacated and set 
aside for the purpose of allowing the tariff schedules to 
be·come effective. 

2. That the publications authorized hereby may be· made
on one day•s notice to the co1mission and to the public, but 
in all other respect s shall comply vith the rules and 
regulations of the Com�issicn gcwerning construction, filing 
and posting of t ariff schedul.es. 

3. That upon publicatio n hereby authorized having been
made, the investigation in this ■atter be discontinued and 
this proceeding be, and the saoe is hereby, discontinued. 

ISSUED BY OBDER OF THE COMMISSION.
This the 4th day of At:ril, 1917. 

( SEAL) 
NORTH CAfiOtINA UTILITIES COMMISSION 
Kat�er ine M. Peele, Chief Clerk 

DOCKET NO. P-55, SUB 754 

BEFORE THE NOBTH CAROLINA UTILI'lIBS COlU!ISSIOH 

In the Matter of 
Telerent Leasing corpor atioD, Ccomtel, Inc., 
and Carolina Interconnect Telephone 
Association 

complainants 

v. 

South ern Bell Telephone and Telegraph Compa ny, 
Respondent 

) 
) ORDER 
) AFFIRMING 

) BECOMMENDED 
) ORDER 
) DISMISSING 
) COMPLAINT 
) 
) 

BY THE COl!HISSION: Upon revie11 of the Recommended Order 
entered on June 3·0, 1977 dismissing the complaint in this 
matter, the findings and conclusions therein ma de upon the 
record, and the Exceptions filed and oral argument, the 
Commission is of the opinion that the Heco■mended Order 
shou ld be affirmed, and all Exceptions overruled. The 
Commission, therefore, adopts all findings and conclusions 
in the Recommended Order and incorporates the same herein by 
reference. 

IT IS, THEREFORE, ORDERED AS POltOWS: 

I. That
issued on June 
and adopted. 

the Recommended oraer Dismissing complaint 
30, 1977 be, a nd the same hereby is, affirmed 
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2. That decr�tal paragraph 3 b-e, and the same .hereby is,
amended to allov parties to this case to maintain 
proprietary information for the purposes of appeal, if any, 
and such proprietary infoxaation �hall be returned thirty
five days following this oI:der or the conclusion of any 
appeal taken. 

ISSUED BY ORDER OF THE C08MIS5ION. 
This 26th day of October, 191"1. 

NORTH CAF.OLINA UTILITIES COlUUSSI0N 
(SEAL) Katherine M. Peele, Ch ief Clerk 

Chairman Koger and Commissioner Bipp not participating. 

DOCKET NO. P-89, SUB 9 

BEFORE THE NORTH CAROLINA UTILI'rIES COMMISSION 

In the Hatter of 
Intecference Between Badia Common ) RECOMMENDED ORDBR 
Carrier Channel 5 at Winston-Salem ) REQrrtBING SERVICES 
Assigned to Services Unlimited, Inc., ) UNLIMITED, INC., TO 
and Channel 5 at Burlingt on Assigned ) CEASE OPE�ATION ON 
to T. D. Miller III ) VHF CHANNEL 5 

HEARD IN: 

BEFORE: 

APPEARANCES: 

council Cba■bers, 
Building_, Burlington, 
February 9, 1977 

Burlington Municipal 
North Carolina, on 

commissioner J. Wa rd Purrington 

For the Respcnaents: 

T. D. Hiller Ill, Vaughan S. Winborne, 1108 
Capital Club Building, Raleigh, North Carolina 

Services Unlimited, 
Hatfi eld and All■an, 
Winston-Salem, North 

Poe the Commission Staff: 

Inc., James w. Armentrout, 
23 00 Wachovia Building, 

Carolina 27 I 01 

Wilson B. Partin, Jr., Assistant Commi ssion 
Attorney, P. o. Bex 991, Ruffin Building, 
Raleigh, North Carolina 27602 

PURRINGTON, COM�ISSIONEB: This matter first came to the 
attention of the commission thrcugh an info rmal complaint to 
the Commission staff from a sul:scriber of T. D. Killer III, 
a radio common carrier (BCC) oferating in the Burli ngton 
area. The complaint was that radio transmissions from RCC 
Channel 5 in Winston-Salem interfered vith communications on 
channel 5 in Burlington. sub�eguent to the receipt o·f the 
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informal complaint, the Commission Staff 
interfere nce and sought to de termine a 
problem. The Staff's informal efforts 
problem vere unsucce ssful. 

investigated 
solution to 

to resolve 

515 

the 
the 
the 

on November 30, 1976, the Cct1aission received a p etition 
signed by Bur lington RCC users of approximately 66 mobile 
units complaining about interference from RCC Channel 5 in 
Winston-Sal.em. 

By Order dated December 81 1976, the commission set the 
matter for lnve stigation and bearing on February 9, 1977, in 
the Council Chamber, Burlington Municipal Building, 
Burlington, North Carolina. The order setting hearing made 
T. D. !tiller III, (Burlingto n) and services unlimited, Inc.
(Winston-Salem) parties to the Eroceeding and required that

they be represented at the hearing; required that the
Commission Staff submit testimony Concerning its 
investigation of this matter: required the hearing to be 
open to receive ·testimo ny fr om mobile users or others
effectea by this proceeding; and required T. D. Hiller III,
and Servic es Unlimite d, Inc. to mail each of their tvo-vay
mobi le. radio subscribers a copj of the notice of hearing as
describea on Appendix A of the ccacission•s oraer.

No petitions for intervention vere filed in this do cket. 

The public hearing vas held on February 9, 1977, as 
scheduled. Testimony vas presented by 11 mobile subscribers 
of T. D. Hiller III and tl:e Burlington mobile operator 
concerning the interference which they were experiencing 
from Channel 5 in Winston-Salen. In addition, there were 21 
othe r ccsto11ers of T. D. Miller IlI attending the hearing
vhose na11e s were copie d into the record as adopting the 
testimony of witnesses who had previously testified. 
Ferebee L. Patterson, PrEsident of Answer phone 
communication, an RCC operating in Raleigh, Durham, High 
Point and . Goldsboro presented testi11ony relating his 
solution to the int"erference prcblem in que stion. T. D. 
Miller III, owner and operator of the BCC service in 
Burlington , offered- testimony concerning the interference 
problem. and his efforts to reduce the problem. .John c. 
Brough ton, Vice President of Services Unlimited, Inc., 
Winston-Salem, pre sented testimony concerning the use of 
channel 5 in Winston-Salem and bis Company's effort s to 
reduce the interference problem. The commission Staff 
o ffered the testimony of Gene A. Clemmons, Chief Engineer,
Telephone Service Section, regarding his investigation of
the ..interfe rence problem ana his recommended approaches to
reduce or eliminate the interfere11ce.

Based upon the entire reccrd in this proceeding, the 
Commission makes the fo.llovi ng 
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FINDINGS 01 FACT 

I. T. D. Miller III, is a duly fr anchised pub1ic utility
providing radio co■mon carrier service to subscribers in the
Burlington area.

2. Services Onli■ited, Inc .. is a duly franchised public
utility providing radio coH1cn carrier service to
subscribers in the Winston-Salem area.

3. T. D. Hiller III and Services Unli■ited, Inc .. are
both licensed by the Federal cca�unications commission to
operate on BCC Channel 5 (VHF) in Burlington and Winston
Salea, respectively.

4. T. D. Hiller III vas certificated as a radio common
carrier in 1966 and has been providing service on Channel 5
since it co■u�nced operations in Burlington.

s. T. D. l'!iller III presently serves approximately 93
11.obile units on Channel 5.

6. Services Unlimited, Inc. 11as certificated as a Radio
Com■on Carr ier in ( 966 and operates on VHF Channel s 5, 9 and
13. It began providing service on Channel 5 in 1973
following issuance of a license by the Federal
Com■unications Commission.

7. Servic es Unlimited currently serves a 
approximately 182 mobile units on Ch annels 5, 
Approximately 14 units are assigned to channel 5 
channel but approximately 42 Winston mobile 
capable of using channel 5. 

of 
13-

total 
9 and 
as the 
units 

hoae 
are 

8. A severe interference prcblem is caused by the co11mon
use of Channel 5 in Vinstcn-Salem and Burlington.

9. There are no other VHF channels vhich can be assigned
in the Burlington or Winston-Salem area.

JO. The Federal co■aunications Com■ission has 
i t  has no legal grounds to take any unilateral 
attempting to resolve the interference proble■• 

11- The interference ·probles is primarily 
Burlington service although iinston-Salem can 
some interference from Burlington. 

stated that 
action in 

affecting 
experience 

12.. The pri■ary cause of the interference is reception by 
the Burlington base station receive r of Winston-Salem mobile 
transmissions on Channel 5 and the base station repeating 
these transmissions. Ho�ever, there is also interference 
resu1ting fro■ Winston-Sal.em base station transmissions 

'being received directly by Burlington mobile units. 

I 3.. _ There is an overlapping and common 
interest between Winston-Sa1em and Burlington 

C0111D.Uni ty of 
mobile units 
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in the area between iinston-Salem and Burlington including 
High Point and Greensboro. 

t ll. The quality cf service and the rel•iabili-ty provided 
by the Burlington radio system has been significantly 
degraded as a result of the interference from Winston-Salem 
mobiles and base station operating on VHF Channel 5. 

1s. The only coqrse of action which will effectively 
eliminate the interference .prcbleu: is to require Ser vices 
unlimited. Inc •• to cease operation on Channel 5 in the 
Winston-Salem area. 

EVIDENCE AND CONCLUSIONS FOB FINDINGS OF PACT NOS. )-7 

The evidence for findings of Fact Nos. 1-7 comes from the 
testimony and exhibits of 'I. D. Killer III. John R. 
Broughton and the-official files of this Commission. 

The Commission concludes that T. D. Miller III and 
Services Unlimited. Inc •• are public utilities operating 
within the jurisdiction of this Commission ·pursuant to 
Chapter 62 of the General Sta totes of ·North Carolina and. 
that under the provisions of said statute. the Com■ission'is 
vested with the authority to regulate public utilities and 
their rates. services a nd operaticns. 

EVIDENCE AND CONCLUSIONS FOB FINDINGS OF FACT NO. 8 

The evidence a s to the nature ana · magnitude of the 
interference probl.em is found in the testimony of the 
Burlington subscribers. the testimony of T. D. Killer III. 
the testimony of John R. Eroughtcn and the testimony of 
commission Staff iitness Clemuons. Based on this evidence 
and testimony. the commission concludes that a severe 
interference problem is caused by the common use of Channel 
5 in Winston-Salem and Burlington. 

EVIDENCE AND CO"NCLUSIONS POJi FINDINGS OF FACT NO •. 9 

The testimoriy of T. D. niiler III. Services Unli&ited. and 
the .Commission Staff all supp ort the finding that there are 
no VHF channels presently available for assignment in the 
Burlington or Winston-Salem area. the Comllssi.on recognizes 
that there are only seven (7) V.EP channels which can be used 
by radio co■mon carriers throughout the United States. The 
full utilization of this limited frequency spectrum should 
be rea lized vhereve� possible. It is furtb�r recognized 
that some interference must be ei�ected if maxi■um efficient 
use is to be made of the seven (7) av ailable channels.
However. t he Commission concludes that·the magnitude of the 
interference which exis ts between 1ilinston-salem and 
Burlington is completely unacceptable and has resulted in 
excessive deterioration in the quality of •service. 
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EVIDENCE ARD CONCLUSIONS, FOB FINDING OP .FACT NO. (0 

The testimony and exhibits cf Staff Witness Clemmons 
pi:ovide evidence that the matter of interference between 
Channel 5 in Winston-Salem and Burlington has been brought 
to the attention of the Federal Communications Commission 
(FCC) and the FCC has stated that it has no legal grounds on 
which to take any unilateral action in attempting to resolve 
the problem. The Commission concludes that the FCC is 
without authority to requi re action necessary to reduce or 
eliminate the interference protlem and that the only hope 
for resolution of the problem lies wi th this commissi on. 

EVIDENCE �ND CONCLUSIONS FOE FINDING OP HCT HO. 11 

The testimony of B urlington subscribers, T. D. Miller III, 
John R. Broughton, and Staff Witness Clemmons all support a 
finding that the interfe rence F:tCblem is primarily affecting 
Burlington service. However, Staff Witness Clemmons' 
exhibit 12 which includes the eng ineering report of Daryal 
A. Myse, also indicates that Winston-Salem will experience
interference from Burlington. The Commission concludes from
this testimony and evidence t hat the operation of Bul:'lington
and Winston-Salem on Channel 5 ha s unreas on ably degraded the
Burlington service and also �ill impact on Winston-Salem
service. The commission ftrther concludes that this
interference will likely increase as time passes and
additional mobile units are added at both Winston-Salem and
Burling ton.

EVIDENCE AND CONCLUSIONS FOE FINDING OF FACT HO. 12 

The testimony of the subscribers, respondents• witnesses 
and Commission Staff wi tness all support the finding that 
the primary causes of the interference is that the 
Burlington base station receiver is picking up undesired 
transmissions from Winston-Salem mobiles as vel.l as desired 
transmissions from Burlington mobiles. The output of the 
receiver, which includes both iinston-Salem and Burlington 
conversations, is heard by Eorlington mobile units the 
Burlington mobile operator and landline telephone 
sub scribers during a ·mobile to  landline call. The presence 
of conversations from Winston-Salem interferes with and 
confuses the conversations of Burlington subscribers. Under 
certain conditions, the tr ansmissions from Winston-Salem 
mobile units will cverride the Euilington mobile signal at 
the Burlington base station and block-ou t  a Burlington 
mobile from being ab.le to communicate. The testimony also 
shows that a certain locations .interference is being 

received by Burlington mobiles ditectly from the Winston
Salem base station. This i s  mentioned in the testimony of 
subscribers as well as the testimcny of T. D. Miller III. 
The subscriber testimony shows that when Burlington mobiles 
are in an area vest of Bu rlington, particularly in the 
Greensboro-High Poin t area , the interference is 
significantly greater than when t�ey are in the Burlington 
area or east of Burlington. ie conclude from this testimony 
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' 

that the interference is greater as mobiles travel vest of 
Burlington because they not cnly receive conversations from 
Winston mobile users which are retransmitted by the 
Burlin gton base station but tbey also receive transmissions 
directly from the Winston -Salem llase station. When 
Burlington mobiles are in the EUtlington area and eastward, 
they cannot receive Wi nstcn-Salem base stations 
transmissions and do not have as much interference .. 

EVIDENCE AND CONCLUSIONS FOE IINDING OF FACT NO. 13 

The testimony and evidence in this case clearly indicates 
that there is an overlapping community of interest within 
which both Winston-Salem and Burlington mobiles desire to 
communicate. The commission concludes that the interference 
problem which ve axe fac ed vithin this proceeding is 
significantly greater than no rmal because of this wide area 
of common community cf interest.. The testimony of 
Burlington subsc ribers shows that they frequently travel 
into the areas west of Greensl:oro and into the High Point 
area and attempt to communicate ,·ith the Burlington base 
station. Te stimony also indicates that the Burlington 
subscribers frequently hear transnissions from Winston-Salem 
who a re transmitting an d receiving in the same general area. 
The commission concludes that the existence of this common 
community of interest greatly ccmplicates the interference 
problem .. 

EVIDENCE AND CONCLUSIONS FOE FINDING OF FACT NO .. 14 

The testimony of Burlington subscribers and T .. D .. Miller 
III clearly suppo rts the finding that the quality and 
reliability of the Burlington radiq common carrier system 
has significantly deg raded as the interference from Winston
Salem has increased. 'Ihe subscriber witnesses testified 
that as the f requency of communications from Winston 
increased the usefulness and 1alue of their service has 
decreased. The Commission concludes that the net result of 
Winston-Salem operating on Channel 5 i s  to add the 
communications of 42 Winston-�alem mobile units to the 
already existing communications of 93 Burlington mobile 
units on the single radio Channel 5 at Burlington. Although 
this increased loading is unintentional, the interference is

n o  less tolerable. 

EVIDENCE AND CONCLUSIONS FOR lINDING OF FACT NO. 15 

The preceding find ings of fact a·nd conclusions clearly 
show that an unacceptable interfe-rence problem exists 
between channel 5 in Winstcn-Salem- and Channel 5 in 
Burlington .. The record shovs that efforts have been made by 
T. D.. Miller III, Services Unlimited, Inc., the Federal 

·communications Commission, an d the Commission Staff to 
reduce or eliminate the interference. The Burlington 
subscribers have tried to live liith the i nterference pr oblem 
but the point has been passed �here t he interference will be 
accepted or tolerated by these sutscribers. There is also 
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evidence that some interference is occurring on the Winston
Salem system as a result of Burlington transmissions on 
Channel 5. The record contains a number o f  suggestions and 
recommendations from va rious witnesses as to certain further 
actions which might be taken to mitigate the interference 
problem. Thes'e suggestions include: change channel 
frequency in Winston-Salem or Eurlington, reduce or alter 
the Burlington radio �overage area, reduce or alter the 
Winston-Salem radio coverage area, provide tone coded 
squelch on the Burlington systen, eliminate the use of 
automatic repeat mode at the Burlington base station, equip 
the Burlington mobile units with full duplex operation and 
require Services Unlimited, Inc. to cease operations on 
Channel 5. A close reading of the testimony and evidence in 
this record shows that the proponents of the aforementioned 
_suggestions recognize that each of these propo sals have 
negative features associated •dth them. The record shows 
that there are not any other VHF channels available for 
assignment in the Winston-Salem and Burlington area. A 
reduction in Burlington coverage sufficient to essentici.:11y 
eliminate the interference protlem would at the same time 
result in a substantial reducticn in the useful service area 
vhich the Burlington mobiles have heretofore been receiving. 
Also, compressing the Burlington base station coverage area 
would not preclude continued i'nterference as a result of 
Winston-Salem mobiles roamin g close enough tq Burlington to 
be received or p:ceclude the possibility of Burlington 
mobiles receiving base station transmissions directly fro■ 
Winston-Salem. The reduction er alteration of the Winston
Salem base station coverage area would not eliminate the 
interference resulting from Winston-Salem mobiles being 
received by the Burlington base. In addition to those 
disadvantages, there are also economic ramifications to 
r educing or alternating the coverage of either system. The 
use of tone coded squelch on the Burlington system would 
reduce the affect of the interference which is resulting 
from the re ceipt of Winston-Salem mobile transmissions by 
the Burlington base. However, the direct receipt of 
Winston-Salem base transmissions by Burlington mobile units 
would not be reduced by tone coded squelch. The use of tone 
coded squelch at Burlington 11ould not eliminate the 
interference which Winston-Salem experiences from 
Burlington. Furthermore, as was testified to by T. D. 
Miller III, the use of tone coded squelch will not eliminate 
the source of the interference but 11ill only prevent mobi+es 
from hearing certain types of interference. The use of tone 
.coded squelch vquld not prevent the Burlington base station 
receiver from being locked -out or captured by Winston-Salem 
mobile transmissions under certain conditions nor would it 
prevent Bur lington mobiles from being locked-out or captured 
by Winston-Salem base station transmissions under certain 
conditions. Tone coded sg.uelch 11ould also prevent transient 
mobiles from using Channel S in Burlington unless an 
additional limited range antenna and receiver are proYided. 
The sugge�tion that Burlington achiles be equipped vith full 
duplex capability has the disadvantages of substantial cost 
to equip all Burlingtcn units, some Burlington mobiles can 
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not be equipped for full duple:z operation, and ·full duplex 
operation vill not overcome the problem of capture ·by 
Winston mobiles or Winston base station. The push-to-talk 
method of operation must be  used as is now done even if a 
unit is equipped vith full duple:z. The duplex operation is 
o:qly used on a- mobile to landline or landline to mobile 
call. consequent ly, full d.uple:i 111ill se rve no  pilrpose on a 
mobile to mobile call and the i_nterference· problem would 
continue to occur on those calls just as it does now. The 
suggestion was also made that the Burlin gton base station 
should eliminate th e automatic repeat mode. This would only 
prevent retransmission of Ai[lston mobile signals when the 
Burlington system is idl.e and there are no call.s to or from 
Burlington mobile units. During mobile-to-mobile 
communications, the interference problem would occur just as 
it now does even though the base station is not in an 
automatic repeat mode vhen it is in the idle condition. 
Also, the Burlington mobile cpe rator would continue to be 
exposed to and confused by the transmissions received from 
ii nston just as she testified is nov happening. 
Furthermore, the elimination of the automatic repeat mode 
would not prevent Winston-Sales mobile transmissions from 
being heard on a Burlington motile to landline call nor 
would it prevent the Winston-Salem base station from being 
heard directly by the Burlington mobiles. 

The magnitude and complexity of this problem leads the 
Co mmission to conclude from all of the testimony and 
evide nce in this case that the only feasible course of 
action vhich will effectively el im.ina·te the interference 
problem between Winston-Salem and Burlington is to require 
Services Unlimited, Inc.,. to cease operating on Channel 5 in 
the Winston-Salem area. The other aforementioned approaches 
would have some impact, more or less, on th€ interference 
p roblem existing between Aiiston-Salem and Burlington. 
However, the Commission concludes t'bat none  of these 
alternate approaches offer a �elution that would result in 
rea sonably satisfactory service in the Burling ton area and 
that the alternates introduce new problems. "Re recognize 
that discontinuance of service on Channel 5 vould impose 
some hardships on Services Unlimited in that the channel 
loading on Chan�_els 9 and 13 would be increased as a resul.t 
of shifting the 14 ho me mobiles on Channel 5. However, it 
should be noted that the increased channel loading a t  
Winston-Salem vould still be comparable to the existing 
loading on Burlington Channel 5. There is the alternative 
available to Services Unlimited of initiating operation in 
�he UHF frequency band. Through the use of UHF frequ encies, 
the Company can meet new service growth requirements and 
could also reduce the loading en lHF Channels 9 and 13 by 
transferring some existing VEE mobil e subscribers to UHF 
operations. We note that Services Onlimi ted would 
eventually have to establish UHF channels to meet normal 
growth requirements even if Channel 5 service w ere 
continued. The Commission's files show that Services 
Unlimited did apply to the FCC fer tvo (2) UHF channels in 
I 974 but subsequently termin ateO the FCC construction p ermit 
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in 1975. We also recognize that the investment of Services 
Unlimited in the base station equipment of Channel 5 would 
no longer be usable if operation is terminated. We conclude 
that the base stat ion equipment xetirement loss experienced 
by Services Unlimited, Inc., as a result of cessation of 
operation on channel 5 should be equally shared by T. D. 
Hiller III. 

IT IS, THEREFORE, ORDERED AS !OLLOWS: 

1 .. That Services Unlimited, Inc., 
initiate action directed toward cessation 
Channel 5 in ijinston-Salem. 

shall immediately 
of opera tions o n  

2. That no addi ticnal mobile uni ts be assigned to
Winston-Salem Channel 5 followi11g receipt of· this ot"der by 
services Unlimited, Inc. 

3. That Services Unlimi ted, Inc., provide
vithin 30 days of issua nee of this order detailing 
it is taking to terminate operation on Channel 5 
file reports wi th this commissicn each 30 days 
until operation on Channel 5 is terminate d. 

a report 
the steps 
and shall 

4. That Services Unlimited file
Commission detailing the net retirem ent 
st�tion e quipment · resulting from 
operations on Chann el s.

5. That upon commission receipt
schedule of reti rement lo::s as stated in 
4, T. D. Miller III, shall equally share 
of Services unlimited. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 2(st day o f  March, IS17. 

thereafter 

a schedule vi th 
loss on its 
discontinuance 

this 
base 

of 

and approval of t he 
ordering p aragra h 

the retirement loss 

(SEAL) 
NORTH CJIE.OI.INA UTILITIES COMMISSION 
Kather ine N. Peele, Chi�f Clerk 

DOCKET NO. P-16, SUB 130 

BEFORE THE NORTH CAROLINA UTILITlES COMMISSION 

In the Mattet of 
Application of The Concord Telephone ) ORDEB APPROVING 
Company for Authority tc Adjust its ) INCREASES IN RATES 
Rates and Charges in its service Area ) AND CHARGES 
Within Horth carol ina ) 

HEARD IN: The Hearing Room of the Comm ission, Ruffin 
Bu ilding, One 'iiest Morgan street, Raleigh, 
North Carolina, en January ·1 8 and 19, J 977 



BEFORE: 

RATES 523 

Commissioners J. Ward Purrington, Pre siding; 
and Ben E. Boney and w. Lester Teal, Jr. 

APPEARANCES: 

For the Applicant: 

Robert c. Howison, Jr., and Edvard s. Finley, 
Jr., Joyner & Howison, Attorneys at Lav, Post 
Office Box 109, Raleigh, North Carolina 27602 

Eugene 1. Bost, Attorney at Lav, Post Office
Box 830, Concord, North Carolina 28025 

For the commission Staff: 

Hilson B. Partin, Jr., Assistant Commission 
Attorney, and Jane s. Atkins, Associate 
Commission Attorney, North Carolina Utilities 
Commission, Post Office Box 991, Raleigh, North 
Carolina 27602 

No Protestants or Intervenors 

BY TRE COMMISSION: On August 9, 1976, The Concord 
Telephone Company (Concord, the Applicant, or th·e Company) 
filed an application with the Commission for authority to 
adjust and incre ase its rates and charges for local 
telephone service in North Carolin a, to become effective on 
service rende red on and after September 30, 1976. The 
application was based on a test ye ar c onsisting of the 12 
months ending December 31, 1975, and sou ght an increase of 
approximately S!,300,000 in local service revenues related 
to the te st year period, which amounts to an increase 
averaging 19. 5% fo r. local se rvice . 

on Se ptember 27, I 976, the commission issued its Order 
suspending the application and setting the matter for 
investigation and hearing. 1hE hearing on the company's 
application was sche dul ed for Tuesday, January 18, 1977. 
The Order provided for a test i;eriod con s isting of the 12 
months ending December .3J, 1975. The Order further required 
the Applicant to giv e  notice of the proposed increases to 
its customers and to the public. The commission, also, on 
September 27, 1976, issu e d  its supplemental oraer No .. 
requiring the Appli cant to furnish certain data. 

The Company's application came c-n for· hearing as scheduled 
on January 18, 1977, in the Ccuuission Rearin g Room in 
Raleigh. The Applicant and the commissi on Staff vere 
present and represented by ccunsel. There vere no 
interventions in this docke t. 1he Applicant presented the 
testimony and exhibits of the following witnesses: 

I. George H. Richmond, Jr., Executive Vice President and
General Plant Hanager, vho testified on the Company's plant 
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.and plant maintenance and the Company's quality of service 
to its customers. 

2. Roy
SµperviEor 
intrastate 

w. Long, Plant Accountant and Toll Separations
for the Company, vho testified on concord's 
operating results, e�pense s, and investments. 

3. Phil W. Widenhouse, Executive Vice President, 
the company, vbo 

fair rate of return 
proposed rates and 

Treasurer, and Assistant secretary of 
testified iD support of the company's 
and gave an explanation of the Co■pany•s 
charges. 

The com11ission Staff presented the testimony of: 

I. Billard N. Carpenter· III, Rate Analyst, vho testified 
on his evaluation of the company•� proposals for changes in 
its rates and regulat ions and his recommendations for 
additional proposals. 

2. Hugh L. Gerring er, Telephone Engineer, who testified
on the apportionment of the company•s operation s between its 
interstate and intrasta te jurisdic tions and the company's 
intrastate toll revenues for the test period. 

3. Benjamin R. Turner, .Jr., Telephone
•test ifie.d on the Staff's investigation of 
guality of service.

Engineer , vho 
the co11pany•s 

4. Linda n. Chappell, Staff Accountant, who testified on
the company's test-period original cost net investmEint, 
revenues, expenses, and returns on original net investment 
and common eguity. 

5. Thomas l'l. Kiltie, an Economist in the Operations
Analysis se ction, who testified ori the cost of capital and 
the fair rate of return fer Concord. 

6. Vern w. Ch ase, Chief Engineer of the Telephone Rate
Section, who testified on directory assistance char ges. 

Based on the verified application 
testimony· and exhibits presented at 
commission makes the following 

FINDINGS Of FACT 

and exhibits and the 
the hearing, the 

1. concord Telephone CoaFany, a North Carolina 
corporation, is a duly fran chised public utility providing 
telephone service tc subscribe�s in North Carolina and is 
lawful ly before this commission for a determination as to 
t he justness and reasonab leness of its rates and charges 
·pursuan t to Chapter 62 of the GEneral Statutes of North
Carolina.

2. The total increase in rates and charges sought by
concord in its application vould have produced approxieately 



BATES 525 

$J ,. 300,000 in additiot!al annual gross revenues based' on a 
test period ended December 31, 1575. 

3. Concord •s present rates 11Ere estab1isbed by order of 
the comIJission on April 23, 1975, in Docket No. P-16, Sub 
I 24. 

4. The test period used in this proceedin g for the 
by the Com■ission 
1975. 

purpose of establishing rates as required 
is the 12-month period ended tecember 31, 

5. The overall quality of sErvice provi ded by co ncord to
its customers is adequate. 

6. The o riginal cost of concord's intrastate telephone
plant in service used and useful in the provision.· of 
telephone service is $35,326,175. The accumulated 
depreciation  associated with this telephone plant in service 
is $9,861,902. Concord's original cost of intrastate net 
telephone plant in service is $25,464,273. 

7. The reasonable allowance for 11orki ng capital is
$882,451. 

8. The only evidence of fair value in this proceedi�g is
the original cost of the ccmpany•s intrastate plant used and 
useful in providing telephone service in Horth Carolina. 
The Commission acquiesces therein and adopts the original 
cost of the Company's intrastate plant as the'fair value. 
The fair value of the Company's property used and useful in 
providing telephone service is !26,346,724, vhich includes 
$25,464,273 in net original cost plant and $882,45 J in 
working capital. 

9. The approximate gross rewenues net of uncollectibles 
for Concord for the test period are $9,648,116 and under 
Company proposed rates would have teen $10,944,173. 

10. The level of concord's operating revenue deduc tions
after accounting and i::rc forma adjustments, including taxes 
and interest on customer depcsits, is $7,772,909 which 
includes the amount of $1,774,119 for actual investment 
cut"rently consumed through reasonable actual depreciation. 

11 e The capital structure which is proper for use in this 
proceeding is as follows: 

,Ite!!!. 
(a) 

Long-ter11 debt 
Preferred stock 
Common equit }' 
Cost-free capital 

Total 

Perce nt 
( b) 

49.891 
7 -1 SJ 

37.6JJ 
5.351 

100.001 
====== 
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12. The company's proper emtedded -cost of long-term debt
is 7.30%. The proper ccst of Freferred stock is 4.97�. Th e 
fair rate of return vbich shculd be applied to the fair 
value cf property (or rate base) is 9.25%. This return on 
Concord's rate base vill alla� the Company the opportunity 
to earn a return of 13.971 on its common equity. These 
re turns on rate base and common equity are _just and 
reasonable. 

t 3. Concord should be allowed an inc:cease in additional 
annual gross revenues not exceeding $1,252,538 in order for 
it to have an opportunity through. efficient management to 
earn the 9.25% rate of return en the fair value of its 
property used and useful in serving its customers. This 
increased revenue requirement is based upon the fair value 
of its property and re asonable test year operating revenues 
and expenses as heretofore determined. 

111. Charging for directory assistance is an appropriate
means of relieving those subscribers who do not use 
dir ectory assistance excessively cf the cost of said service 
�nd requiring thos e who use the service excessively to pay 
iri accordance with the service used. 

15. The

included in 
be just and 

schedule of 
Appendices A, 
r easonable. 

rates, charges, and regulations 
B, and c of this Order is found to 

EVIDENCE AND CONCLUSIONS FOB FINDINGS OP PACT NOS. I - 4 

The evidence for Findings cf Fact Nos. I - ij comes 
the verified application of the Company, the testimony 
exhibi ts .of the Company's witnesses, and t_he official 
in this docket. These findings a re jurisdictional and 
not disputed. 

EVIDENCE AND CCNCLUSIONS FOR FINDING OF PACT NO. 5 

from 
and 

file 
were 

Comp any 
testified 
Tele phone 

witness 
as to the 
Company. 

Richmond and Staff vi tness 
quality of service provided by 

Turner 
concord 

Hr . Richmond testified concerni ng Concord's aanagement 
polic ies as they re1ate to the level of service the company 
provides. He testified concerning the Company• s growth in 
telephones, the service regrade program, and various service 
improvements over the years. Be also testified that the 
Comp any's held orders for regrade of 0.2� vere vell be1ov 
the Commission •s objective of I I and that the Co.mpany•s 
trouble report rate had consistently teen helov the 
Commission's objective level cf six troubles per 100 
stations. 

Mr. Turner•s testimony con tained the results of the 
commission Staff's investigation cf the guality of telephone 
service provided by Concord. He testified that the Staff's 
evalnation was based on field tests consisting of completion 
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tests, transmissicn and noise ■easurements, operator answer 
time tests, public pay station tests an d an analysis of 
trouble reports, service orders, and subscriber held orders 
for new and regraded service. The Staff's investigation 
shows that, in general, the company was meeting the 
Commission•s previously established ■inianm leVels of 
a deg ua te service. 

Hr . Turner also testified that the Company has excess line 
finders and first selectors egEal to an investment of 
$88,000.• ar. Turner explained how the excess had developed 
and recommended that the companj take action to insure that 
switch quantities for new additicns and existing shelves be 
based on actual traffic reguire•eDts and that excesses which 
now exist be progressively reduced as grovth permits .. 

•corrected by Errata order dated 4-5-77.

Based on the evidence of record, the Commission concludes
that the overall quality of servic e offered by Concord 
Telephone company i s  adequate; however, the Commission is of 
the opinion that the Company shculd make efficient use of 
its telephone plant and that excesses should be kept to a 
minimum.. Therefore, the company should take action to 
reduce the excess switch quantities cited in the Staff's 
testimony. 

EVIDENCE AND CONCLUSIONS FOB FINDING OP FACT NO .. 6 

Company vi tness Long an d Staff witness Chappel1 
different amounts for tele�hone plant in service 
associated accumulated depreciaticn as follows: 

presented 
and its 

Il.fil! 

original cost of telephone 
plant in service 

Less: Accumulated depreciation 

Net original cost of telephone 

Company 
Witness 

__ I:.ggg__ 

$35 ,3 I I ,982 

9,726.543 

plant in service $25,585,439 
=========== 

Staff 
iitness 

_£happe11 

$35,326,175 

9,86 J ,902 

========== 

Both vitnesses agre�d that Concord's tota1 amount of 
te1ephone plant in service at the end of the test year vas 
S39,492r678; however, the witnesses disagreed as to the 
appropriate amount of telephone plant in service applicable 
to intrasta te operations. As c-an be seen in the chart 
above, the amount •determined by Staff witness Chappel1 is 
$(Q, 193 greater than the amount determin ed by Co■pany 
witness Long. Th� different a■ounts of intrastate telephone 
plant in service found by the tvo vi tn esses r esult 
exclusively fro■ th e use of different intrastate allocation 
factors. Co■pany witness Long determined the amount of 
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intrastate telephone plant in service by allocating total. 
t el ephone plant in service to intrastate operations by 
utilizing a composite intrastate all ocation factor of 
89.414%, while Staff vitness Chappell allocated total 
telephone·plant in servic e to intrastate operations by 
applying a separate intrastate allocatiqn factor to each 
individual telephone plant account. The allocation factors 
which Hs. Chappell used were developed by Staff witness 

.- Gerringer. 

The . Co11missian concludes that the method of determining 
intrastate telephone plant in service used by Staff witness 
Chappell is more reasonable than the method used by company 
vi tness Long because the use of separate allocation factors 
for each individual telephone plant account results in a 
more accurate determination of intrastate telephone pla nt in 
service· than the method used by Company witness Long of 
applying a composite factor, based on average plant during 
the test year, to total telei;bone plant-in service at the 
end of the test year. 

The ·co11mission concludes that the original cost of
intrasta_te telephone plant in service is $35,326,175. 

The witnesses also disagr eed on the proper amount of· 
a·ccu11ulated depreciation to be deducted from the c ost of 
intrastate telephone plant iE service in determining net 
intrastate telephone plant in service. Company vitness Long 
deducted the actual balance in accumulated depreciation as 
shown on the books at the end of the test ·year in the amount 
of $9,726,543 after allocation to intrastate operations. 
Staff witness Chapp ell increased the total Company actual 
depreciation reserve by $151,634 to reflect the effect of 
Staff and C ompany adjustments to depreciation expense. 
Witness Chappell testified that the intrastate effect of the 
adjustment �as to increase tbe depreciation reserve · by 
$135,359. The intrastate a■ount of the adjustment made by 
Hs. Chappell to depreciation reserve vas calculated using 
the intrastate allocation factor �rovided by Staff witness 
Gerringer. The Commission bas previously concluded that 
Staff vitness Gerringer's intrastate allocation factors 
dev eloped for allocating total telephone plant in service ta 
intrastate operations are proper, and the Commission also 
concludes that Staff witness Gerringer•s intrastate 
allocation factor used to allocate the accumulated 
depreciation to intrastate operaticns is proper. 

The s·135, 359 adjustment ■ade by staff vitness Chappell 
increases the accumulated depreciation balance to bring it 
to an end-of-per iod level following the adjustments made by 
Company and staff to bring depreciati on expense to an end
o f-period level. Company witness Long adjusted test-period 
depreciation expense for a change in depreciation rates 
allowed in Docket No. P-16, sub 129. fts. Chapp ell further
adjusted depreciati on expense to an end-of-period level 
using end-of-test-period plant in servic e  and the 
depreciation rates set in Docket Ea. P-16, sub 129. Staff 
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witness Chappell testified that, since ratepayers are being 
asked to pay in rates to cover an addit ional depreciation 
expense as if the end-of-test-i:eriod plant in service had 
been in service throughout the test period and as if 1976 
depreciation rates had been in effect throughout· the test 
year, the accumulated depreciation bal.ance should be 
correspondingly increased. The Commission concludes that it 
woul d be inconsistent to allov the Company to increase its 
_depreciation expense to an end-of-perio d level and not 
correspondingly increase the accumulated depreciation 
balance. The Commission, the refore, accepts Staff witness 
Chappel.l's upward adjustaent cf $135,359 to accumulated 
depreciatio n. T�e Commissico concludes that• the proper 
deduction of accumulated depreciation is $9,861,902. 

The Commissi on concludes tha·t the original cost of 
concord's intrastate net telepbcne plant in service foe use 
in this proceeding is $25,Q64,213. 

EVIDENCE AND CONCLUSIONS FOB HN DING OF FACT HO. 7 

Company 
presented 
allowance 

witness Long and Staff 
a different amount for 

shown by the chart below: 

Cash (1/12 of operating expenses) 
Compensating bank balances 
Materials and supplies 
Average prepayments 
A. verage tax accruals
Customer deposits

Total 

witness Chappell each 
the working capital 

Company 
Witness 
..J&!!.g_ 

$ 325,076 
(6Q,039 
767,Q29 

67,20.Q 
(2Q8,( 37j 

__J38. 270) 
$I, O 37, 3q I 
========== 

Staff 
Witness 

Chappell 

$3QJ,(OQ 

767,429 
65, 38( 

(255,Q38J 
138. 270)

$882,206" 
======= 

Both witnesses• computations of the working capital 
allowance consist of cash - 1/12 of operating expenses 
(excluding depreciation and taxes), end-of-period materials 
and supplie s,, and average prepayments less average tax 
accruals and end-of-period custcmer deposits. Witness Long, 
however,, also included in his computation of working capital 
allowance compensating bank talances. There are also 
differences in the methods of computing several of the 
above-mentioned components of the allowance as determined by 
Company witness Long and Staff vitness Chappell. Each 
vi tness compu�ed the cash component of working capital 
allowance by dividing intrastate operating expenses (less 
depreciation and taxes) by 12. Company witness Long used 
the adjusted operating expenses included on Long Exhibit 4 ,, 

Column (e) plus an annualization adjustment while Staff 
witness Chappeil used expense a�ounts determined on her 
Schedule 3 ,, Column (c). The Commis�ion recognizes tha·t the 
differences between the tvo e2pense amounts result from 
adjustments made by Staff witness Chappell. Under Evidence 
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and Conclusions for Finding of .FaCt No. 10, the Commission 
concludes that total operating expenses, including i·nterest 
on customer deposi.ts, are $4,111,953 ana that this amount 
adjusted for the effect of the annualization adjustment is 
$4,120,186. One-twelfth of this amount, or $343,349, is the 
proper amount for the ca.Sh ccmponent of working capital. 
allowance. 

The witnesses did not agree as to inclusion of 
compensating bank balances in the computation of the working 
capital allowance. Witness Long included $164,039 in his 
allowance for working capital. He testified that the 
compensating requirement vas related to a line of credit 
with North Carolina National Bank w hich extended throughout 
the test year and expired in March 1976. company witn ess 
W·idenhonse testified on rebuttal that the compensating bank 
balance should be included in the working capital allowance 
because t he Company was actually required to and did. in 
fact. maintain the compensating bank balance during the test 
year. Company witness Widenhou�e further testified that, 
although concord Telephone ccmpany does not at this time 
have short-term debt outstanding with any bank, he felt that 
the Company would ·in the future be required to borrow on a 
short-term basis and. therefore. might incur a compensating 
bank balance requirement in the future. 

Witness Chappell test ified that she did not feel it proper 
to include compensating bank ba1ances in the working capital 
allowance be cause the company currently did not have a line 
of credit with North Carolina National Bank and was not 
required t o  maintain a cqmpensating bank balance. Ms. 
Chappell further testified that in discussions with company 
officials she ascertained that the company expects to have 
short-term debt in the range cf $900.000 to $J,OOO.OOO by 
the end of 1977. Ms. Chappell also stated that, based on 
actual test-period borrowings. the Company would be abl e to 
borrov this amount from local banks where no compensating 
requirement was presently required. 

The Com�ission concludes that it would be improper to 
include in the working capital allowance amounts relating to 
compensating bank balances since the Company is not 
currently required to maintain cc�pensating bank balances. 
The evidence presented also showed that, although the 
Company had �lans to issue short-term debt during 1977, the 
short-term debt would likely be available through local 
banks which do not currently reguire a co11pensating bank 
balance. The Commission recognizes also that the c apital 
structure recommended by Staff witness Kiltie did not 
cont ain any short-term debt. 

Both witne sses were in agreement on the $767,429 amount 
for end-of-period materials and supplies. The Commission 
finds this amount reasonable and concludes that $767,429 is 
the proper amount of end-of-period materials and supplies to 
be used in the computation of working capital allowance. 
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While the difference between average prepayments component 
of working capital a llowance as presented by the two 
witnesses is only $1,823, the methods used by each witness 
in· determining average Frepay1e11ts applicable to intrastate 
operations are different. Co•�any witness Long aggregated 
total prepayments and applied a composite intrastate 
allocation factor to determine the intrastate portion of 
avera ge prepayments to be included as a component of working 
capital allowance. S taff vitnes� Chappell separated aver age 
prepayments by account and allocated each account to 
intrastate operations by use of the intrastate allocation 
factor that vas'associated with the expense account for each 
of these prepayments. The Ccnmission finds that Staff 
witness chappell1s calculation of average prepayments is
consistent with the methodology used to allocate associated 
expense accounts to intraEtate o�erations and, therefore, 
concludes that her amount-of average prepayments of $65,381 
is more appropri ate for inclusion in t he computation of the 
w orking capital allowance than the amount computed by 
Company vi tne ss Long. 

In the computation of intrastate aver age tax accruals to 
be us ed in the determination of the working capital 
allowance, each witness used essentially the same 
methodology that he used in the determination of average 
prepayments. Accordingly, the Commission conclu des that the 
$255,438 amount as presented by Staff witness Chappell is 
the appropriate amount to be used in the calculation of the 
w or�ing capital allowance. 

With respect to the amount of customer deposits which is 
the final component of the working capital allowance, the 
two witnesses included the Eave amount of $38,270. The 
Commission finds this amount reasonable and concludes that 
$38,270 is the proper amount of end-of-period customer 
deposits to be used in the comFutation of working capital 
allowance. 

The Commission concludes that, consistent with other 
recent rate case decisions, the formula method of  
determining the working capital allowance should be used in 
this case. The C ommission has eiamined all components of 
the working capital allowance and has made its determination 
regarding the proper amount of each component as stated in 
the preceding paragraphs. The Commission concludes that the 
proper allowance for working cafita l to be used in this 
proceeding is $882,451. 

EVIDENCE AND CCNCLOSIONS FOB FINDING OF FACT NO. 8 

In Utilities Commission v .. Telg_pbone Co., 281 N.C. 31 8, at 
360, the Supreme court recognizEd that proof of "replacement 
cost" is exceedingly ccstly and may be unduly burdensome to 
a small utility company. Consequently, the utility, with 
the Commission's acguiescence, may offer evidence of 
original cost less depreciation aE its only evidence of 
11fair value .. 11 
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In this proceeding the only evidence of fair  value offered 
by concord Telephone company is evidence of original cost. 
The Commission acquiesces in such proof. The Commission 
finds and concludes t bat the fair value of the Company •s 
property used and useful in providing telephone service is 
$26,346,724, which includes $25,464,273 in net original cost 
plant and S882,451 in working capital. 

EVIDENCE AND CONCLUSIONS FOB FINDING OF PACT YO. 9 

Company witness Long, staff witness Gerringer, and Staff 
witness Chappell presented testi■ony conce rning the 
representative end-of-period level of operating revenu?s• 
Staff witness Gerr inger presented testimony concerning 
Concord's t oll settlements vith southern Bell Telephone and 
Telegraph Co111pany and the Co■pany• s appropriate end-of
period level of i ntrastate toll revenues. The end-of-period 
toll revenue amount determine d  by Staff witness Gerringer 
vas included by staff witness Chapfell in her testimony and 
eihibit. Company witness Long and staff vitness Chappell 
each testified as to the a�p�opriate level of operating 
revenues after accounting and fro forma adjustments. The 
following tabular summary shows the amounts claimed by each 
11 itness: 

Local service revenues 
Toll service revenues 
Hiscellaneous re venues 
Oncollectibles 

Total 

coapany Witness staff Witness 
Long Chappell 

S6,Jq3, CJ62 
2,645,323 

330,923 
(66.7.fil) 

$9,252,927 

$6,447,956 
2,886,468 

330,923 
(17.925) 

$9,647,422 
========= 

The first item of .difference in operating revenues stated 
above concerns local service reienues. Company witness Long 
testified that the appropriate level of local service 
revenues is $6,343,462 uhile Staff witness Chappell 
testified that the appropriate level is $6,4CJ7,956 or a 
differe nce of $104,494. The $104,494 difference is 
comprised of the follcving adjustvents made by staff witness 
Chappell: 
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1- Adjustment to increase sub.sct:iber
station revenue to an end-of-period
level

2. Adjustment to inc reas e local public
station revenues

3. Adjustment to other local service
revenues

4. Adjustment to eliminate the local
l.oop portion of toll private line
revenues from local service revenues

5. Adjustment t.o increase local service
revenues for ins ti tu ting directory
assistance charges

Total 

Intrastate 
Amount 

S J.07, 886 

B, 423 

23,609 

(61,704) 

======== 
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Company witness Long increased actual test-per�od local 
service revenues by $225,963 for the increase in rates 
ordered in Docket No. P-16, Sub 124 and decreased revenues 
by $110,448 for the reduction in rates ordered in Docket Ho. 
P-100, sub 34. He also applied an annualization factor to
net income vhich has the effect of increas ing both operating
r evenues and operating revenue deductions. staff witness
Chappell adjusted local service revenues by the adjustments
indicated above. The comaission will now discuss each of
the preceding adjustments comprising the $J04,fl94 difference
in local service revenues.

The first adjustment above concerns the proper end-of
period level of subscriber staticE revenues. 

Ns. Chappell testified that she calculated end-of-period 
subscriber station revenues by multiplying the December 
level of subscriber station reven ues less a calculated 
subscriber stat ion revenue debit amou nt by 12. she deducted 
from this amount the annual effect of the reduction in  rates 
ordered in Docket No. P-100, Sub 34 of $J 10,flf&B. lls. 
Chappell testified that she uSed a calculated monthly level 
of subscriber station revenue debit rathe r  than the December 
level because the December level of subscriber station 
r evenue debit was unreprese ntative. She testified that 
final account cash disburse11ents and pay station guarantee 
cash disbursements, which coapose most of the subscriber 
station revenue debit accou11t, were at abnor■al leve1s 
during the month of December. !!s. Chappell testified that 
she calculated a representative aonthly 1e vel. of subscriber 
station revenu e debit by multiplying 1.37" times the 
December leve1 of total sUb�riber station revenues by 
exchange. Bs. Chappell stated that she computed a ratio of 
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I .37� by dividing test-perLOd subscriber station revenue -
debit by test-period total subscriber station revenues. Hs. 
Chappel1 testified that th e method she used resulted in a 
more represen tative level of subscriber station revenue 
debit. 

The Commission concludes that the level. of subscriber 
station revenue as calculated by Hs. Chappell is the proper 
level of revenues to use in computing net operating income 
for return. The Commission recogni-zes that in most cases a 
direct calculation of end-of-period revenues is more 
accurate than the method of applying an annualization factor 
to actual revenues accrued during the test year. The 
Commission concurs also vith witness Chappel11s method of 
calculating the subscriber station revenue debit amount 
because evidence proved that the actual December amount of 
subscrib er station revenue debit was an unrepresentative 
amount. 

The next adjustment made by witness Chappell was an end
of-period adjustment to local public station revenues of 
$8,423. Ms. Chappell testified that witness Long's method 
of computing the adjustment to recognize increased local 
service revenues due to the rate increase allowed in Docket 
No. P-16, Sub 124 was n ot an appropriate method of computing 
the increase in pay station revenues. This is because all 
of the pay stations vere not converted until June 1975. 
Witness Long adjusted revenues only for the m9nths of 
January through April rather tha11 January through June. The 
Commission concludes that the methodology used by witness 
Ch appell results in the most accurate computation of end-of
period local public station revenues because Ms. Chappell's 
method considers only months in vhich the full public 
station rate incr ease from I 0¢ tc 20¢ wa s in effect. Also. 
her method gives effect to the decrea sed volume of callsr if 
any r resulting from the increase from I 0¢ to 20¢ per call . 
The Commission conclude s that local public station revenues 
of $\Gq,266 as computed by Ms. Chappell should be used in 
computing net operating income for return. 

Witness Chappell made an adjustment of $23,609 to bring 
othe r local service revenues to an end-of-period level. She 
t estified that she computed end- of-period other local 
service revenues by averaging the actual revenues for the 
months of November (975 and February 1976 and multiplying 
that amount by 12. She testified under cross-eYamination 
that she chose the months of November and February because 
they were repres_entative months bj which· to ca.lculate an 
annual revenue amount. She testified that t he Company also 
chose these �onths to compute the proposed increase to be 
derived from the increase in nonrecurring charges requested 
in this Froceeding. The Commission concurs vith witness 
chappell's method of calculating end-of-period other local 
service revenues and concludes that the proper end-of-period 
level of those revenues is $310r692 as calculated by witness 
Chappell. 
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The next difference in local. service revenues resul.ts from 
an adjustment prop·osed by Sta ff witness Chappell deer-easing 
local service ,revenues by $61, 70LJ to eliminate amounts 
properly categorized as toll service revenues. The 
Commission concludes that this �djustment is proper because 
thes-e are toll revenues and this type of revenue was 
included in the amount of end-of-period toll revenues 
developed by Sta ff vitness Gerringer. 

The final adjustment made by Staff vitness Chappell is an 
adjustment of $26,280 to increase local service revenues for 
directory assistance charges. In Finding of Fact No. 14, 
the commission found that charging for directory assistance 
calls is proper and, therefore, the Commission concludes 
that the inclusion of $26,280 in test-period revenues is 
also proper. 

The Commission concl udes fro11 the examination of evidence 
presented that the appropriate level of intrastate local 
service revenues is $6,LJ47,956. 

The next area of disagreement betveen the witnesses 
concerns the end-of-per iod level cf toll. revenues. Witness 
Long mad e several adjustments to adjust the toll revenues 
recorded on the books during the test ye ar to the actual 
level of toll revenues experienced during the test year. 
Witness tong testified that he increased actual test-period 
toll revenues by $61,242 for the results of the j 97LJ 
sepa rations cost study which was finalizea and recorded 
during the test y·ear. The company i n  recording actual toll 
revenues during the test year had decreased test-period toll 
revenues for the averaccrual cf toll revenues recorded 
during 1974. In order to restate test-period toll revenues 
at a normal_ level, vi tness Long found it necessary to 
increase toll revenues by S61,2�2, thereby offsetting the 
adjustment �ecreasing tell revenues by $61,2fJ2 actually 
recorded during th e test year. Witness Long testified that 
he further increased toll revenues ty $2, Bl 7 for the results 
of the 1975 separations cost stud}' which was finalized in 
1976. The adjustment increasing toll. revenues was necessary 
to recognize the difference between the estimated toll 
settlement amount actually re corded during the test year and 
the finalized toll settlement amount received subsequent to 
the test year. 

Witness Long made a final adjustment of $20,539 decreasing 
toll revenues for a'n error made by southern Bell in 
computing the intrastate return for the 1975 cost study. 
Hi tness Long applied an  annualization factor to Company 
adjusted ne t income to bring toll revenues to an end-of
period level. 

As previously expl ained, Staff witn�ss Gerringer testified 
concerning the representative level of  end-of-period 
intrastate toll revenues. Witness Gerringer stated that he 
utilized the end-of-pe riod level of net investment and 
operat·ing expenses as calculated �y the company and an 
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intrastate toll settle■ent rate of return of 8.061 in 
calculating the end-of-test-period level of intrastate toll 
revenues of $2,772,971. The rate cf return of 8.061 is 
based on the sum of the ■onthly rates of return for the 12-
■onth period, July 1975 through June 1976. So■e of these 
returns refl ect a downward adjustaent due to an error in 
Southern Bell's original calculation. This e,:ror was caused 
by i■proper apportion■ent of the invest■ent in intertoll 
dial switching equip■ent by Southern Bell over a period of 
one year, April 1975 through 8arch 1976. Witness Gerringer 
also testified that in addition to the calculated a■ount of 
intrastate toll revenues it was necessary to add a noncost 
study type of private line toll revenues in the a■ount of 
$15,244 to arrive at the total a■ount of intrastate toll 
revenues of $2,788,215. Staff witness Gerringer testified 
that his end-of-period toll revenue calculation did not 
include the effect of adjust■ents to the toll settle■ent 
base and to operating expenses proposed by Staff witness 
Chappell. 

Staff witness Chappell testified that she used Staff 
witn ess Gerringer•s a■ount of $2,788,215 and added 1103,274 
and deducted $5,021 to reflect the intrastate toll revenue 
effect of her adjust■ents to operating expenses and 
accu■ulated depreciation, respectively. Co■pany witness 
Long did not ■ake this adjust■ent to toll revenues. 

Since it was proper for witness Gerringer to calculate the 
intrastate toll revenues using the intrastate toll portions 
of the co■pany•s end-of-period total intrastate operations 
considered for rate-■aking pur�oses, the Co■■ission finds it 
proper and consistent to use the 8.061 intrastate toll 
settle■ent rate of return developed by witness Gerr inger 
using a 12-■onth period with six ■onths falling on each side 
of the end of the test period. A return so developed a llows 
the corresponding intrastate tell re venues calculated using 
this return to reflect growth and to be deter■ined 
consistent with actual settle■ent arrange■ents in that end
of-period net invest■ents are representative of average net 
invest■ents over the 12-■onth period considered for 
developing the intrastate toll settle■ent rate of return. 

Under Evidence and Conclusions for finding of fact No. 6, 
the Co■■ission accepted 8s. Chappell's adjust■ent to 
accu■ulated depreciaticn; therefore, the Co■■ission accepts 
8s. Chappell's adjustment decreasing toll revenues by  
s5.021. 

Under Evidence and Conclusions for Finding of Fact Mo. fO, 
the Co■■ission accepted all of 8s. Chappell's adjust■ents to 
operat ing expenses with the exception of her adjust■ent to 
exclude fro■ ■aintenance expenses the cost of pay station 
conversion kits expensed during the test year . The 
co■■ission found it ■ore appropriate to a■ortize the cost of 
pay station conversion kits expensed during f975 over a 
four-year period w hich decreased 8s. Chappell's adjust■ent 
to ■aintenance e xpenses fro■ Sf3,120 to $9,840, a difference 
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of $3,280. The Commission concurs with the methodology used 
by Ms. Chappell to compute the toll revenue effect of Staff 
adjustments to operatin g expens es. The Commission 
recognizes that the toll revenue effect of fts. Chappell's 
adjustments to operating expenses which .were accepted by the 
Commission is $103,968 rather than $103,274 as calculated by 
Ms. Chappell since the commission f ou nd it more appr opriate 
.to amortize the cost of pay sta ticn c onversion kits expens ed 
during the test year rather than exclude this expense 
entirely. 

The Commi ssion con cl ud es from examinati.on of th':!: evidence 
prese nted that the appropriate level of intrastate t ol.l 
revenu es to be used in this prcc�eding is $2,887,162. This 
amount is based on Staff witness Gerringer•s end-of-period 
intrastate toll reven ue calculation of $ 2,772,971 plus 
private line revenues of $15,244 plus $98,947 representing 
tha intrastate toll revenue effect of those Staff 
a djustments to acc umulate d depreciat ion and to operating 
expenses which vere a ccepted by the Commissi on. 

The witnesses were in agreement as to the proper level of 
intrastate miscellanea us revenues to be included in 
operating reve nues. The Commission c oncludes that t he 
app ropriate level of intrastate miscellaneous revenues to be 
used in arrivi ng at net operating income is $330,923. 

The final item of disagreement between the tvo vitn esses 
involves the appropriate level of uncollectible op erating 
revenues. Com�any witness Long testified that he adjusted 
actual test-period uncolle ctibles for the effect of t he pro 
forma adjustme nts he made to operat ing revenues. Witness 
Chappell testified that she made an a djustment to recognize 
as test -period uncollectihle revenues only the uncollectihle 
revenues relating to local service revenues. She testified 
further that the end-of-period toll revenues computed by the 
S taff did not include any amounts t o  cover uncollectibles; 
therefore, it would not be pcoper to include in 
uncollectible reve nu es amounts which were n ot recognized in 
deve loping toll revenlles. 

The commission finds that uncolle ct ible operating revenues 
should be adjusted to an end-of-period level tased on e nd
of-period local service revenues using the .2781 rate of 
uncollectible s a ctually experienced during t he test year 
calculated by Ms. Chappell. The Commission has previously 
determined that end- of-per iod lcc al se rvice revenues are 
$6,447,956; therefor e, the Commission concl udes t hat t he 
appropriate end-of-period level of uncolle ctible reve nues is 
$17,925 ($6,447,956 X .278�). 

The Commis sion finds and conclu des that the appropriate 
level of gross operatin g revenue 11et of unc ollectibles for 
Concord for the test year is $9,6ll�, I ( 6. 
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EVIDENCE AND CONCLUSIONS ,FOR !INDING OF FACT NO. 10-

Company witness Long and Staff witness Chappell presen·ted 
testimony and exhibits shoving the 'level of Operating 
revenue deductions whiCb they believed should be used by the 
Commission for the purpose cf fixing rate� in this 
proceeding for concord Telephone Company.. The following 
tabular summary shows the amounts claimed by each witness: 

Col',pany Qi tness Staff Witness 
__ ._.eLgn,,._ ____ Chappell __ 

Operating expenses 
Depreciation 
Other operating taxes 
Income taxes - State and Federal 
Interest on custom.er deposits 
Annualization adjustment 

Total 

!3,899,410
1,698,333

969,433 
778,294 

160 
___J I 7. 795) 
$7,327,835 

$4,(07,089 
1,774,779 
1,041,923 

840,225 
I, 950 

__ 2,.ill 
$7,771,101 
========== 

The first item of difference in the operating revenue 
deductions stated above concerns operating expenses. 
company witness Long testified that the appropriate level of 
operating expenses is $3,899,410 while Sta'ff witness 
Chappell testified that the appra�riate level is $4,107,089, 
or a difference of $207,679. ihe $207,679 is comprised of 
the following adjustments made by staff witness Chappell and 
the use of different factors to allocate total operating 
expenses to intrastate ope rations: 
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Item. 

1- Adjustment for the 1976 wage increase
excluding excess overtime pay :tela ting
to both the 1975 and J 976 wage
adjust■ents:
a. Maintenance ($101,204 x .88826) 
b. Traffic ($79,623 x • 73993) 
c. commercial ($20,412 x .89749) 
d. General office salaries and

expenses (SI 2,907 x .84253) 

$89,895 
58,915 
I B, 320 

Io, 875 
e. Revenue accounting ($5, 635· x

.86173) _Q,856 

2. Adjustmant to exclude the cost of pay
st ation conversion kits from test
period maintena nce expenses

539 

Intrastate 

�� 

$182,861 

($13, 120 x • 88826) ( 11 ,65ij) 

3. Adjustments to recognize the effect
of instituting directory assistance
charges on operating expenses:
a. Traffic ( $6,9Jq x .73993) (5,131) 
b. Revenue accounting ($9,308

X .86173) _l!.,_lli 

4. Adjustments to general office and
other expenses:
a. Adjustment to eliminate

contributions and membership dues
b. Adjustment to amortize the cost

of a depreciation study over a
four-year period

c. Adjustment to audit expenses
Total ($2,ij70 x .8ij253) 

5. Adjustments to relief and pensions:
a. Adjustment to increase vorkoen's

compensation
b. Adjust;;:ent to pension plan expense
c. Adjustment to group hospitali2ation

insurance
Total ($ij5,703 x .82782) 

6. Total of Staff adjustments

7. Difference resulting from the use of
different factors to allocate total
operating expenses to intrastate
operations

Total 

(527) 

(2,8ijJ) 
900 

""T2";" q 7 0) 

59q 
48, 069 

(2. 960) 
45,703 

2,890 

(2,081) 

37 .8H 

iog,eso 

_Jb..lU) 
$207,679 
'======== 
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The Commission has considered the .testimony and schedules 
concerning each of the above adjustments made by Staff 
witness Chappel.l. Hs. Chappel.1 received cross-examination 
questions concerning only tvo of the above adjustments. 
These were adjustment numbers 2 and 4b concerning the 
adjustments to exclude the cost of pay station conversion 
kits and the amortization of the cost of a depreciation 
study over a four-year period. The Commission agrees vith 
all of the adjustments to opei:ating expenses proposed by 
Staff vitness Chappell vith t·he exception of her adj"ustment 
to ezclude the cost of pay station conversion .kits from 
test-period maintenance expenses. 

Staff witness Chappell proposed an �djost■ent to exclude 
from test-period maintenance expenses the cost of pay 
station conversion kits. Hs. Chappell testified that 
·concord requested in Docket Ho. P-16, Sub 124 that 1/3 of
the total cost of converting pay stations be includ�d as a
reduction in  the increased revenues t o  be derived from the
p ay station rate increase ftou 1oe to 20¢. The cOmmission
did not allow this expense to be re cognized. Ms. Chappell
admitted on cross-examination that it would be more proper
t o  amortize the cost over an appropriate period of time.
She testified th at the conversion expense vas a proper and 
necessary expense and that rates should be set to allow the
company to rec over this expense; however, Hs. Chappell
further testified that she d id not feel i t  vould be proper
to include this expense in total in the test year because
that would allow the company to recover t his expense on an
annual basis in the future. She testified that amortizing
this expense over an appropriate period of time voul� be.the
most proper treatment for this item.

The commission conclud�s that it �s proper to amortize the 
cost of pay station conversion kits expensed during the test 
year over an appropriate pericd· of time. ·The commission 
further concludes that four years is an appropriate period 
over vhich to amortize this expense. 

The commission will ncv diScuss the $2,171 difference 
resulting from t he witnesses• using different intrast8.te 
allocation factors. Staf f witness Chappell �sed the 
intrastate allocation factOrs applicable to each expense 
category. Alternatively , company witness Long applied a 
composite factor to operating expenses after company 
adj,ustments. The Commission finds · that Ms. Chappell1s 
•�thqd of applying individual intrastate allocation factors
to each category of expense· results in a more accurate
calc ulation of intrastate operating expenses and, ther�fore,
is the method that should be used to calculate intrastate
operating expenses.

The Commission concludes from the examinatiOn made and 
c onclusions reached regarding tbe adjustments presented · by 
Staff witness Chappell and the appropriate allocation 
factors that the appropriate level of operating expenses to 
be used in t his proceeding as an cperating revenue deduction 
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is $4,110,003. The dif ference of $2 .,914 between the 
operating expenses fcu11d FXOper by the Co■mission of 
$4, 110., 003 and the operating ezpense level proposed by fts. 
Chappell of $4,107., 089 represents the intrastate effect of 
amortizing the pay station conversion kits over _a four-year 
period rather than excluding the expense entirely from test
p erio d  operating expenses. 

The witnesses are in disagreement as to the appropriate 
level of end-of-perio d depreciation expense. company 
witness Long testified that the end-of-period le vel o� 
depreciation expense vas Sf,6SB,333 while Staff witness 
Chappell testified the level vae $1,774,779. 

Company witness Long adjusted actual test-period 
depreciati on expense of $J,830,606 for the change in 
depreciation rates allowed in Docket Ho. P-16, Sub 129 
effect ive January I, 1976. He coapnted bis adjust■ent of 
$66,252 by comparing the result of ■ultiplying the 
depreciat io n rates in effect during the test year by end-of
test-period plant balances to the result of multiplying the 
depreciation rates ef fective in 1976 ty • end-of-test-period 
plant balances. Kr. Long tbe n co■puted the intrastate 
dep reciation expense by multipl.ying his adjusted 
depreciation expense of $1,896,858 by the intrastate 
all ocation factor of 89.5341. llitness Long increased 
depreciation expense to an end-of-period level by applying 
an annuali-z:ation factor of .9331 to the co11.pany•s adjusted 
ne t income. 

Staff wi tness Chappell directly calculated the end- of
p eriod level of depreciation exi:ense by multiplying the 
depreciation rates effective January I, 1976, by end-of
test-period plant in service. ns. Cha ppell co■puted an 
adjust■ent of $85,382 by comparing her co■puted end-of
period de preciation expense of $2 ., 005,065 which includes 
depreciation amounts charged to other expense accounts to 
Kr. Long's adjusted depreciation expe nse of Sf ., 919,683 
($1,896,858 + $22,825) which also includes depreciation 
expense aaounts charged to other expense accounts. l!s. 
Chappell computed the intrastate depreciation ezpense of 
$1,774,779 by multi plying he r adjusted depreciation expense 
of $1,982 ., 240 ($1,896 .,858 t $85,382) by the intrastate 
alloca tion factor 89.5341. 

The Commissio n  concludes that the depreciation expense of 
$1,774,779 included by l!s. Chap pell is the appropriate 
amount to be included in o perating revenue deductions. ihe 
Co11.oission recognizes that the method of dir ectly 
calculating end:-of-peri od dep.teciation expense used by l!s. 
Chappell results in a 11.ore accurate calculation of end-of
period depreciation e xpense than the use of an an nualization 
facto.t based on primary telephone gr ovth. The Commission 
concludes that the appropriate level of intrasta�e 
depreciation expense is Si,714,179. 
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The third operating revenue deduction upon which the 
witnesses disagreed is other operating taxes. The amount 
presented by Company witness Long of $969,433 is $72,490 
less than the amount of $1,041,923 presented by Staff 
witness Chappell. The $72,490 difference results from the 
following adjustments proEosed by Staff witness Chappell and 
the use of different factors to allocate total other 
opera ting taxes to intrastate operations: 

Intrastate 
Item Amount 

1- Adjustment to payroll taxes Lesulting from
the 1976 wage increase ($14,931 x .82782) $12,360 

2. Adjustment to increase gross receipts taxes
based on end-of-period inti::a state revenues Sri, 570 

3. Adjustment to incr ease property taxes
($6 ,89( X .89450) _LJ§!! 

Total of Staff adjustments 73,094 

4 .. Difference re sulting from the use of different 
factors to al.locate total other operating 
taxes to i ntrastate operations (60.!f.) 

Total $72,490 
======= 

The Commission has previously discussed the use of 
differe nt. factors by ·each witness to allocate total amounts 
to intrastate operations. The co'mElission ha_s previously 
concluded that Ms. Chappel.l's method of applying individual 
factors to each categor-y of expenses is the ■ethod which 
sh ould be used  to determine the appropriate intrastate 
amounts. 

The Commission finds that the adjustments made by vitness 
Chappell to other operating taxes are p roper.. The 
commis�ion recognizes, however, that the level of gross 
receipts taxes is dependent on the level of intrastate 
opera,ting revenues found proper by the commission. In 
Findin g of Pact No. 9, the commission finds the proper level 
of op erating revenues under present rates to be $9,648,116, 
rather than the amount includ ed in Chappell. Exhibit I of 
$9,647,q22. The Commission, therefore, concludes that the 
proper level of gross receipts taxes to be included in 
operating revenue deductions is $578,887. The Commission 
further concludes t hat the appropriate level of intrastate 
oth e r  operating taxes is $t,041,S65. 

The next area of difference in the det ermination of total 
oper ating reve?ue deductions concerns the amount of  state 
and Federal income tax expense. Company witness Long 
testified that the end-of-period level of s tate and Fe deral 
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income tax eipense was $778,294 while Staff v itness Chappell 
testified that the level vas $Bq0,225. 

Company witness Long included actual test-period income 
taxes in arriving at test-period operating income for 
return. He testified that he adjusted book income taxes for 
the tax effects of his accounting and pro forma adjustments 
to operating revenues and exfenses. He further testified 
that he excluded from actual test-period income taxes 
amoun ts relating to prior periods. 

Witness Chappell a;rec tly c alculated the end-of-period 
income tax expense using her adjusted level of taxable 
income. The Commission conc urs with the methodology used by 
Staff witness Chappell to con�ute end-of-period incoQe 
taxes. 

The Commission recognizes, ho11ever, that the appropriate 
level of income taxes to be included in operating revenue 
de ductions is $839,052 rather than the amount included in 
Chappell Exhibit I of $840,225. The level of income taxes 
found proper by the CcomisEicn differs from the level 
proposed by witness Chappell because the level of operating 
r evenues, operating revenue deductions, an d fixed charges 
found appropriate by the Commission differs from the level 
proposed by witness ChaFpell. 

The next operatin g revenu e deduction upon which the tvo 
witnesses are in disagreement is interest on customer 
deposits. Co11pany 11itness Leng included interest on 
customer deposits of $160, the amount actually paid during 
the test period, vbile Staff witne ss Chappell. included an 
end-of-period amount of $1,950. Witness Chap pell testified 
that it is proper to recognize the interest accrued on end
of-per iod customer deposits as an operating reve nue 
deduc tion rather than the amount of interest expense 
actually paid by the Company during the test ye ar. The 
Commission concludes that the proper intrastate amount of 
interest on customer deposits to te included in test-period 
operating revenue deductions iE $1,950 as propose d by 
witness Chappell because under Evidence and Conclusions for 
Finding of Fact No. 7 the Commission d educted end-of-period 
Customer deposits in de termining the appropriate working 
capital allowance. 

The final operating revenue deduction upon which the two 
witnesses are in disagreement is the annualization 
adjustment. company witness Long compute d an annualization 
a djustment amount of $17,795 to be added to intrastate net 
income.. Vitness Long calculated this amount by multiplying 
the annualization f actor of .9331 by the Comp any's adjusted 
intrastate net operating inccme. Staff witness Chappell 
eliminated the annualization adjust■ent inclUded by the 
company.. fts. Chappell calculated a staff annualization 
adjustment amount of $5,135 by ■ultiplying the annual.ization 
factor of • 9331 times op erating revenue s; oper ating 
ezpenses, and operating taxes not brought to end-of-per iod 
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levels by direct calculation. 1he Commissi on concurs with 
fts. Chappell 1s method of determining the annualization 
adjustment because the majority of revenues and ezpenses 
ver0 b:cought to an end-of-period level by direct 
calculation. only items of revenues and expenses which 
.could not be broug_ht to a11 end-cf-period le•el , by direct 
calculation vere annualized by appl.ying the annualization 
factor of .9331 to the actual t est-period amounts. Ms. 
Cbappell•s method results in a more. accurate level of· end-
01;'-period revenues and expenses. After recognizing the 
Commission's inclusion of 1/q of the cost of pay station 

,conversion kits in test-period operating expenses, the 
Commission concludes that the proper intrastate amount for 
the annualization adjustaent is $5,160, instead 0£ the 
a■ount of $5,135 in cluded by tis. Chappell in her exhibit. 

The Commissi_on conclµdes that the appropriate level of 
intrastate operating revenue deductions is $7,772,909 which 
includes operating expenses of $4', I IO ,003, depreciation 
expense of $1,774,779, other opErating taxes of S·l ,.041 ,965,. 
income taxes of $839,052, interest on custo■er deposits of 
$1,950, and the Staff's annuali2ation adju·st■ent of $5,(60. 

EVIDEHCB AND CONCLUSIONS FOR UN DINGS OF FACT HOS. I I - I 3

The commission adopts for this proceeding the Company's 
capital structure at Dece11ber 31 ,. I 976, a s  presented �y 
Staff vitneSs Kiltie. This capital stru!=="ture. is set out in 
Finding of Pact ·No. t I and reflects a common equity ratio of 
37.611. 

Tvo witnesses testified concerning the cost of capital and 
the fa ir rate of.return. Phil i. Widenhouse, Executive Vice 
President, Treasurer,. and Assistant Secretary,. testified on 
behalf of Concord Telephone Company and Tho■as ti. Kiltie 
test ified for the Staff. 

There vere essenti ally no differences betv ee� the Company 
and .Staff regarding the embedded cost rates for debt and 
preferred stock, since each :11itDes_s considered al.1 issues of 
debt and preferred stock through year-end 1976. Based upon 
the testimony presented, the Cc•■ission concludes that the 
appropriate cost rates for debt a nd preferred stock are 
7.301 and 4.971 ,. respectively. 

Kr. Ridenhouse testified that the fair return on the 
Company's rate base would be 9.si,, vhich would produce a 
·rate of return on book co1111on equity of I 5. OS. Kr. 
Videnhouse based his recommendation on the following 
reasoning: 

1. Tha t the cost of common equity is composed of three
elements: The rate or rent for the use of capital without 
respect to risk, the rate of inflation,. and the incremental 
r�sk allowance for common equity. Mr. Widenhouse assumed 
that the risk-less rent .on capital is 31 and the expected 
rate of inflation wil l  be 61,. 11bich sun of 91 represents the 
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current cost of long-term dett.. With regard to the 
incremental risk of com■on egui ty, Mr.- Videnpouse found that 
the average historic spread betveen the Company's equity 
earnings and its embedded cost of bonds vas 6�21, which, in 
his opinion, vould support his recommendEd return on comraon 
equity of I 5% .. 

2. That the overall rate of return on property should be
comparable to other North Carolina operating telePhone 
companies.. Mr. Widenhouse stated that the 9.51,; overall. 
rate of return which he recommends is nearly id entical to 
the overal.1 rate of return for General Telep hone company and 
Carolina Telephone and Tel egraph C.ompany. 

3. That the I si recommended return on common equity is
approximately 1-1/2% higher than that found appropriate for 
other Horth Carolina operating telephone c ompanies in recent 
proceeding s. He states that this 1-1/21 premium is 
justified on the basis of the additional financicll risk to 
the Company's stockholders caused by the relatively 1ar ge 
amounts of fixed cost capital employed within the capital 
stru cture. 

Staff vitneSs Kiltie testified that an overall rate of 
return in the range of 9 .. 0S to 9.2j vould be fair, based 
upon his findings that the ccst of common equity to the 
company fell vi thin the bounds of 13. I J to 13 .8%. He sta t�d 
that the Discounted cash Flow (tCF) technique estimates the 
cost of common equity to a firm by obtaining estimates of 
the d ividend yield and growth in dividends per share, which 
an .investor might reasonably exi;ect in the future, adding 
the yield and growth rate together and adjusting the results 
for the expected costs of floatation of nev co•11.on stock. 
Witness Kiltie performed a DCF anal.ysis on a group of 11 
operating telephone cOmfanies and holding companies. He 
obtained an estimate of the expected dividend yield 12 
months into the future and estimates of the growth in 
earnings per share for each of the 11 companies. Based upon 
his DCP findings of a cost of ccmlllon equi ty of 1.2-3/41 to 
13-1/2% for Concord, he adjusted 'f or floa tation costs
yielding his recom�ended return on equity of 13 .. IX to 13.8J.

In making its decision as to the fair rate of return, the 
Commission must veigh the evidence and evaluate �pecific 
recommendations in terms of reasonableness as vell as the 
likely effect on bo th ratepayers and the Coapany. Viewed in 
this light, the commission finds and concludes that the fair 
rate of return oti the fair value of the Company's pro perty 
providing service tc i ts rateEayers is 9.2s,. which vill 
provide a rate of return of 13.971 to the coapany•s 
stockholders .. 

The Commission has conside red the success of the -Company 
in the past in attracting both debt and equi ty capital on 
favorable terms. Although this com"mission has no intention 
of penalizing any Ncrth carclina utility for efficient 
f inancing of its utility plant, the- Commission cannot ignore 
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this lover cost of capital io determining rates. The 
Commission notes the fact that Concord did, in fact, issue 
new common stock at a price in Excess of took val.ue in l!ay 
t 976 .at a t ime when the Co■pany was earning a rate of return 
en common equity below the levels recommended by either rate 
of return witness in this proceeding .. 

A rate of return of 9.25j on rate base and 13.97% on 
common equity will provide ample coverage of the Company's 
fixed charges, therefore enabling the company to attract the 
capital i t  needs to meet its service obligations to its 
customers as well as enable its stockholders to earn a fai:c 
iate of return on their investment .. 

The fo.lloving schE!dules 
application of the findings 
incorporated as part of these 

show the 
bereinabove 

finditigs: 

derivation a nd 
and are to be 

SCBUDL! 1 
THE CONCORD TELEEBCNE COMPAn 

DOCKET NO. P-16, SOB 130 
NORTH CAROLINA IN�RASUTE OPERATIONS 

STATEMENT OF EETURN 
TWELVE MONTHS ENDED DBCEMBER 31, 1975 

Operat!��!enue§. 

Lo cal service 
Toll service 
Miscellaneou s 
Uncollectible� 

Total operating 
r evenues 

Operatlli�Bfil!§.§2 
Maintenance 
Depreciation 
Traffic 
Commercial 
Revenue 'accounting 
General office and 

other expenses 
Operating re nts 
Re lief and pensions 
Interest on .customer 

deposits 
Total opera ting 
expenses 

Pre·sent 
Rates 

ll 
$6,447,956 

2,887,162 
330,923 
117,92.fil 

_iL.§�ll§ 

1.,849,488 
1. 774,779

876,523
467,168
212,042

27ii,248
55,578

374,956

_ ____L950 

Increase 
A1rnroved 

$1 ,226,25e 

___ !3.409) 

_1.222 ,849 

After 
Approved 
Increas e 

$ 7,674,214 
2,887,162 

330,923 
(21,334) 

_lQ..&70,9.22 

I ,849 ,488 
I, 774,779 

876,523 
467,168 
212,042 

274,248 
55,578 

374,956 

___ _..,950 

l/ Includes an amount of $26,280 to be derived from 
instituting directory assistance charges. 



�rating Taxes -
Other Than Income 
Pa yrorr------
Gross receipts 
Prop erty 
Other taxe s 

Total opera ting 
tazes 

RATES 

(85,303 
578,887 
266,819 

--�§ 

1,04( ,965 

Total operating expenses 
and taxes other than 
income S6, 928,697 

Annualization 
adjustment 

State income taxes 
Federal income taxes 

Total income taxes 
Net operating income 

for ceturn 

(5, I 6C) 
(07,070 

__ :ru.._211� 
__ .§.39, 052 

$1,875,207 

Investme nt in Te l�hOfil! 
.Plant 
Telephone plant in 
service 35,326 ,, 115 
Less: Accumulated 

depreciation 9
1

861
1
902 

Net investment in 
telephone plant in 
service _65,464..&..ll]

!, 112.!@.!!£!:LtQ.Li orki fill 
£apit�! 
!'lat er ial and supplies 
Cash 
Avera ge prepayments 
Less: Average tax 

accruals 

customer 
deposits 

Total working 
cap ital allovance 

Net investment in 
telephone plant in 
service and an al
lowance for work-

767,429 
343,349 
65,381 

2ss, 43 e 

ing capital $26,346,724 
========== 

Fair value rate base $26,346,724 
-===-====== 

Bate of return on fair 
value rate base 

========-= 

73,371 

73,37(

$ 73,371 

68,969 
5(8,644 
587,6(3 

$ 561,865 

(85,303 
652,258 
266,879 

(0,896 

�15,336 

$7,002,068 

(5,160) 
(76,039 

__Ll50,626 
_ _Ll26,665 

$ 2,437,072
========= 

35,326, I 75 

9,86(.902 

767,429 
343,349 

65,381 

___ 38,270 

882,45( 

$26,346,724 
========== 

$26,346,724 
=========== 

9.25� 
-----====== 
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SCREDDLB II 
THE CONCORD T ELEFBCNE COMPANY 

DOCKET HO. P-16, sue 130 
NORTH CAROLINA INTBASTATE OPERATIONS 

STATEMENT OF EETDRH 
TWELVE MONTHS ENDED tECEMBER 31, 1915 

Pair Value 
Rate Base 

Ratio 
-�-

Embedded 
cost or 

Return on 
com11on 

Equity i 

Net 
Operating 

Income 

£apitalization 

Total debt 

Preferred stock 

Common equity: 

Present Rates - Fair Value Rate Base 

Book $9,123,870 
Job develop■e nt 
cred it $ 785,133 

cost-free capital 

Total 

Total debt 

Preferred stock 

common egui ty: 
Book $9, I 23,870 
Job develop11ent 
credit $ 785,133 

cost-free capital 

Total 

$13, IQQ,380 Q9.B9 

1,883,791 

9,909,003 37. 61

1,409,55.Q -�35

$26,346, 72!/i 100.00 
--------

-A.EE.!�.L.BU�s -

$13,IQ4,380 qg_ 89 

1,883,791 1.1s 

9,909,003 37.61 

I. qo9. 550 _5.1:j

$26,3Q6,72Q 100.00 
========= ===== 

7.30 

8.30 

Pair Value 

7.30 

q_97 

13.97 

$ 959, sqo 

93,624 

822,043 

$I, 875,207 
========== 

Rate Ease 

s 959,SQO 

93,624 

1,383,908 

$2,Q37,072 
========== 

EVIDENCE AND CONCLUSIONS FOB UNDING OF FACT NO. I q 

Vern w. Chase, Chief Engineer of the commission's 
Telephone Bate section, testified that di�ectory assistance 
has beco�e an expensive servic e to provide and is a service 
where the cost can b� identified fo_r rendering the service 
as well as for identifying the amount of service used by 
each subscriber. Further, he testified that there is no 
guestion that the use of directcry assistance vill. increase, 
not because the re will be aore sutscribers but because more 
subscribers vil.l use the service excessively if aeans are 
not taken· to curb the use. Further, a charge for directory 
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assistance is a fair vay to reduce the use and to allov 
those using the service excessively (5 calls. per gonth per 
subscriber) to pay accordingly, Especially, since excessive 
use generally involves certain types of businesses and very 
few residential subscribers. l'lr. Chase recom■ended the 
approval of the directory assistance charge plan as 
a·uthorized for Central Telephone co■pany. Applicant did not 
offer test i■ony relating to directory assistance charges. 

Based on the foregoing analysis, the Co■mission concludes 
that charging for directory assistance inquiries is an 
appropriate method of allocatin g to subscribers a portion of 
t he cost of specific services DEed. A large nu■be� of ca1:1.s 
are made for information that is readily available. This 
practice places a burden on the general body of telephone 
ratepayers and is a hindrance to keeping basic charges· for 
service as lov as possible, which is in the best interest of 
all subscribers, especially those subscrlbers with.marginal 
ability to maintain telephone service. An estimated 
r eduction of approximately SOS cf the directory assistance 
tra ffic is a clear exa11Fle of the fac t that a D. A. charge, 
among othe r things, vill cause telephone users to consult 
t he directory for desired nu■bers and to record numbers once 
obtained from other sources. The Commission is of the 
opinion that requests for directcry assistance creat.e an 
identifiable cost which should be t�r�e by those for whom it 
is incurred. 

The Co11missi on concludes that an allowance of five (5) 
free calls monthly vill adequately proviQe for the 
reasonable needs of nearly all subscribers for nuabers not 
otherwise available and that a charge of 20¢ for each local 
direct ory assistance request in excess of five (5) cal.ls 
monthly per subscriber should be approved. The Co■mission 
further concludes that there should be no charge for toll 
directory assistance inquiries ■ade outside the ho■e area 
code. Vith respect to the· toll directory assistance 
inquiries made within the home area code, a ■atching plan 
should be imple■ented and su bscribers should be allowed olle 
free toll directory assistance inguirJ for each sent paid 
toll call to a nu■ber in the home numbering area. The 
Coamission is of the opinion that a SOS reduction in local 
directory assistance callin_g 1ay reasonably be exp.ected. 
This would result in an annual- e:i.pense decrease of $21 374 
and increased revenues of S26,280. 

The Com■ission is of the OFimion that those persons vho 
are blind or otherwise physically handicapped to the extent 
they are unable to use the telephone directory shou ld be 
exempted from D. A. charges. 

Th is D.A. plan is considered exp�ri■ental until further 
Order relating to this servj.ce aDd until a statewide D. A. 
charging plan is adopted. for all regulated telephone 
companies in Horth Carolina. 
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EVIDENCE AND CONCLUSIONS FOB FINDING OF FACT NO. 15 

Phil W. Widenhouse, Executi�e Vice President, Treasurer, 
and Assistant secretary of Ccncord Telephone Company, 
testified regarding the Appl icaDt's proposed rate schedules. 
In addition to increases in bas·ic business and residence 
rates, Hr. Widenhouse recommended a slight increase in the 
business to residence individual line rate ratio and 
increases in the PBX and key trunk to individual line rate 
ratios. The Applicant's prOFCSals for service charges 
included increases based on Souther n Bell's serv ice charge 
format. Hr. Widenhouse propcsed, in :cesponse to Hr. 
Carpenter•s testimony, an alternate provision for the time 
payment of service charges. Be also• recommen ded a provision 
relating to extension line mileage charges vhen conduit is 
provided by the customer, an increase in the recurring 
charge for jacks 1 elimination of re maining zone charges, and 
decreases in optional station rates . 

Hillard N. Carpenter III, Rate Analyst of the commission's 
Telephone R ate Section, testified regarding his evaluation 
of the Applicant's rate proposals and his recommendations 
for additional. and alternative changes. In the area of 
local servic e rates, Hr. carpenter testified that, in his 
opinio n, the Company's propo sed group sizes and proposed 
group differentials were reasonable. Hr. carpenter 
r ecommended establishment of a rotary line rate to 
individual line rate of 1-1 tc I and inclusion of rotary 
arrangemen t in the rate for key and PBX trunks without an 
additional additive. Be also prcfcsed a change in the basis 
for rating mileage services and changes in rates for some 
miscellaneous items. Hr. Ca:t�enter presented a revised 
service charge format which he recommended as more equitable 
than the format used by the Applicant and stated bis support 
for increases in service char ges under that schedule to a 
level more closely based on costs. Included in the service 
cha rge tariff vas a provision for time payment of residence 
service charges. 

Mr. Carpenter also recommended elimination of local 
mileage charges for foreign exchange arrangements, 
elimination of the recurring charge for jacks, establishment 
of a differential between rotary and pushbutton dial key 
stations, and adjustment of units f or nonrecurring charges 
to reflect end-of-period levels. 

Based on the testimony and e�hibits of Kr. Widenhouse and 
Hr. Carpenter, the ccmaissicn reaches the following 
conclusions with regard to the rates an d charges to be 
approved for concord Telephone ccapany: 

1- Basic Rate schedule

(a) The Commission concludes that the ratio between
business and residence individual line rates
should be increased to a. level which the
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commission, in its discretion, believes to be 
just <1:nd reasonable. 

(b) The com11ission ccncludes that rates for PBX
trunks and key trurks sh ould be increased so
that they vill mere nearly reflect relative
value of service and relative costs.

2. Zone charges

The Co■mission concludes th at al.1 remaining zone
charges should be eliminated.

3. service Charges

The commission concludes that Concord's service
char_ges should be increased to a level vhich more
closel y approximates the lev el of costs involved in
doing the 11ork and that the charges applicable for
each request should depend on the actual vork
functi ons involved. The increased charges should be
implemented using the format proposed by the staff
with a slight ■odificaticn.

4. Supp le■ental services and Equipment

The Commission concl.udes that the provision of
supplemental services and eguip■ent should not result
in a burden UEOn subscribers to basic service and
that the rates should be set accordingly.

5. Mileage Services

The Co11mission concludes that rates for local mileage
services should be based upon direct airline
measurement and that the rates should be increased to
more closely cover the costs of this class of
service.

IT IS, THEEEFOBE, ORDERED: 

I • That the Applicant, Concord Telephone Company, be, 
and hereby is, authorized to adjust its Horth Carolina 
t elephone rates and charges as set for_th below to produce, 
based upon stations and operations as of December 31, 1975,
additional annual gross revenues not to exceed $1,252,538 
vhich includes revenues of $26,280 to be derived from. 
directory assistance charges. 

2. That the rates, charges, aDd regulations set forth in
Appendices A, B, and c attached hereto which vill produce, 
based upon stations and operations as of Decemb er 31, 1975,
a dditional gross revenues of approximately St, 252,538 be, 
and h ereby are, approved to be charged and imple■ented by 
the �pplicant, effective on billing d ates on and after , the 
date of ·this Order except as noted hereinafter. Al1 
·proposed changes not reflected in the approved rates�
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charges, and regulations are bereby denie d, and all rates, 
charges, and re gulations not herein adjusted shall remain in 
full force and effect. 

3. That ·th e  Applicant shall file the necessary revised 
tariffs reflecting the changes in rates, charges, and 
regulations shown in Appendices A and B within ten days from 
the date of this O·rder. Revised tariffs reflecting the 
prOVl.Sl.ODS in Append.ix c shall be filed at ].east 15 days 
prior to the effective date of said provisions. 

4. That Concord is a utborized to begin directory 
assistance charges in accordance �ith Appendix c attached 
hereto within 62 d ays 0£ this Ord er and after the NOTICE 
attached as Appendix Dis given tc its subscr�bers as a bill 
insert or dir ect mailing within 15 or more days before 
directory assistance charges become effective. That concord 
shall within 30 days after directory assistance charges 
become effective mail as a bill insert the REMINDER, also a 
part of Appendix D, to all subscriber s. 

Should the Co11pany be unable to initiate 
assistance c barges in acccrda nee vi th the above 

ii; shall so advise the Com11ission. 

directory 
provisions, 

Further, 
directori es 
relating to 

that Concord shall place in its telephone. 
the directory infor1ation included in Appendix D 
d irectory assistance charges. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 18th day of Maach, 1977. 

(SEAL) 

Group 
I 

II 
III 

IV 
V 

NORTH CAEOLINA UTILITIES COKKISSIOH 
Kather ine K. Peele, Chief Clerk 

APPENDIX A 
THE CONCORD TELEEBONE COMPANY 

DOCKET HO. P-16, SUB 130 

]!A SIC LOC U SER VI CE 

Exchan� Rate Groups 
Monthly Flat_!ti!!.!!§ 

!!ain 
Stati ons and 

Egui valents 
0-20,000

20 ,oo I -30 ,ooo 
30,001-qo,000 
qo,001-so,ooo 
!lore than so,ooo 

Residence 
Ind� ;1=�!,.I 4 =Pty 
a.10 1.20 s.9o 
a.qs 1.qo 6.1s 
8.80 7.65 6.40 
9.30 a.10 6.60
9.95 8.55 6.80

Ind. 
19·.20 
20.00 
21 .oo 
23.25 
25.30 

Business 
2-Pty ij-Pty 
16.20 13.50 
11.00 1q.1s 
11.so 1q.1s 
19.65 16. 15
21 .so 17.so



Exchange 

Albemarle 

Badin 

RAtBS 

Applicable 
Ra�Group !xchange

553 

Applicable 
�Group 

China Grove-Landis 
Concord 

I 
I 
3 
3 
5 

Kannapolis 
Bt. Pleasant 
Nev London 
Oakhoro 

3 
I 
I 
I 

Harrisburg 

Note: For remainder of Appendix A and Appendices B, c, and 
D, see official Order in the Office of the Chief 
Clerk. 

DOCKET RO. P-35, SOB 6q 

BEFORE THE NORTH CAROLINA OTILITIIS COMMISSION

In the Katter of 
Application of Hebane Home TeleFbcne) ORDER SETTING 
Company for Adjustment of its Bates ) RATES AND CHARGES 
and Charges ) 

HEARD IN: commission Hearing Ream, Ruffin Building, one 
west Bergan street, tialeigh, North Carolina, on 
January 4, 5 and Io, 1977. 

BEFORE: Chairman Tenney I. Deane, Jr., Presiding, and 
commis sioners Barbara A. Simpson and w. Scott 
Ha rvey 

A PPE ARA NCES: 

For the Applicant: 

F. Kent Burns, .EcJce, 
Smith, Post Office Boz 
Carol ina 27602 

Bitchell, Burns and 
t40�, Raleigh, North 

For the Osing and cons u■ing Public: 

Jerry 
North 
Office 

B. Pruitt, As sociate Atto rney General,
Carolina Depart■e nt of .Justice, Post
Box 629, Raleigh, North Carolina 27602

Par the commis sion·Staff: 

Antoinette R. iike, Associate Co■lilission 
Attorney, North Carolina Utilities commission, 
Post Office B ox 991, Raleigh, North Carolina 
27602 

BY THE COftftISSION: On August 13, 1976, !!ebane Ho■e 
Telephone Company (hereinafter referred to as Hebane Ho■e, 
the Co11pany, or the Applicant) filed an application fo r 
authority t o  adjust ana· increase its rates a n d charges 
amounti ng to approzi11ately !340,061 in additional gross 
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revenues .. 
filed vith 

I 976. 

K.ebane Home proposed that the rate schedules 
the application become effective on September 16, 

On September 3, 1976 ,, the Company filed a Hotion for 
expedited hearing on the application or in the alternative 
for an emergency increase in its rates alleging that on 
August 23, 1976, its existing central office vas destroyed 
by fire. 

On September 9, 1976, the Commission issued an Oeder 
suspending the proposed rates and set ting the matter for 
investigation and bearing to be held on Janu ary 25, 1976. 
By separate Order the Commission set the Company's 
application for emergency interim rate relief for hearing on 
September 30, 1-976. The Orders required Mebane Home to give 
appropriate notice of the proposed increases to the public 
and to its customers. 

On September 13, 1976, the Attorney General filed Notice 
of Intervention in the matter. By Order issued September 
14, 1976, the Commission recognized said intervention. Upon 
hearing the company•s application for e�ergency interim rate 
relief, the Commission issued an Order on October 13, 1976, 
denying the reguest. 

On October 15, 1976, Hebane Home moved that the Commission 
advance the hearing dat e  of its application. By Order of 
the Commission dated October 22, 1976, the hearing date vas 
advanced to January 4, 1977, and additional public notice 
was required. 

The public hearing in this matter tegan on January 4, 
1977. 

Edvard Johnson, a resident of Orange Grove Commu nity near 
Hillsborough, North Carolina, a Fl:'Eared as a public vi tness, 
and proposed that the Company make av ailabl.e direct line 
access to emergency se rvice for its Orange county 
subscribers. 

The Appl.icant presented the· testimony of the follo11ing 
v itnes�ses: w illiam R. Hupman, President of He bane Home, 
with regard to Company growth ana th e demand for additional. 
services and facilities; carol Seay, bootkeeper for Mebane 
Home, with regard to the Com pany's test year operating 
experience: and Hugh A. Gover, a Fartner in the firm of 
Arth ur Anderson & co.,. independent public accountants, with 
regar d to accounti ng treatment of investment tax credit and 
job development credit, pro fcrma adjustments reflecting 
retirement of the company's ol.d central office and 
installation of new equipment, and calculation of the fair 
value of the Company's tel.ephone plant. 

The Commission Staf f oftEred the 
following witnesses: H. Bandolfh Currin, 
Analyst ,. as to cos_t of capital and rate 

testimony of the 
Senior Operations 
of return: Judy L. 
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Desern, Staff Accountant, as to original cost net 
investment, revenues, expenses, and end-of-period rates of 
return under present and co11.pany proposed rates; Hugh L. 
Gerringer, Telephone Engineer, as to toll settlements and a 
representative level of. end-cf:... period toll revenues; 
Benjamin R. Turner, Jr., Telephone Engineer, as to quality 
of service and central office engineering and reasonableness 
of plant margi ns; Vern w. Chase, Chief Engineer, Telephone 
Rate Section, as to directory assis tance charges; William J. 
Willis, Jr., Bates and Tariffs Engineer, as to review of 
proposed tariffs and alternative recom11endations; and Allen 
L. Clapp, Chief, Operations Anal.ysis Section, as to 
r'eplaceme nt cost and fair value. 

In addition to its prefiled testimony. Mebane Heme offered 
rebuttal testimony of the following witnesses: Paul Feight. 
Sen ior Sales Engineer vith Stromterg-Carlson; v. E. Thaxton. 
President of Hid-South consulting Engineers, Inc.; William 
R. Hupman, as to central office engineering and plant 
margins; and Hugh A. Gover as to replacement cost. 

The Commission staff offered the rebuttal testimony of 
Donald R. Hoover, coordinator, Electric Section, Accounting 
Division, vith respect to the Company's capital structure 
and the rate-making and accounting treatment of nonutility 
items. including cons truction vork in progress. 

At the conclusion of the hearing on January 10, 1977, the 
Commission be ard ora·l argu■ent in lieu of briefs in the 
matter. 

Based upon the application, 
hearing, and the entire record 
Commission makes the following 

the evidence adduced at the 
in this proceeding, the 

FINDINGS OF FACT ' 

J. That Mebane Home Telephcne Company, a North Carolina
c orpora tion, is a duly franchised public utility providing 
telephone service tc subscribers in North Carolina and is 
lawfully before this Commission for a determination as to 
the justness and reasonable n ess of its rates and charges 
pursuant to chapter 62 of the General Statutes of North 
Carolina. 

2. That the total increase in rates and
by Mebane Home in its application would 
..approximately $340,06( in additional annual 
based on a test period ended May 31 • I 976. 

charges sought 
have produced 
gross revenues 

3. That the last'rate increase approved for l'lehane Home 
became effective April 1. 1968. and that in March 1976 the 
Commission reduced Mebane Bom.e 1 s rates by $3,246 annually in 
order to oftset a portion of an anticipated intrastate toll 
rate increase. 
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4. That the overall qualitJ of service provided by
l!ebane Hoae to its customers is adegu ate. 

5. That as of Dece■ber 31, 
plant investment consisting of 
amounting to $175,639, which 
rendering telephone service. 

1576, 
I ,ooo 

vas 

the Co■pany had excess 
lines and ter■inals 

not used and useful in 

6. That the original cost of l!ebane Bame Telephone
Company's investment in telephone plant used and useful in 
providing service in North Carolina is $5,030,501. From 
this amount should be deducted the reasonable accumulated 
provision for depreci ation at �ay 31, 1976, of Sl,083,907, 
resulting in a reasonable original cost less depreciation of 
$3,91J6,591J. 

7. That Mebane Ho■e Telephone Com.pany•s investment in 
Rural Telephone Bank Class B stcck less patronage di vidends 
should be included in the original·cost net investment in 
the a■ouot of SI 18,500. 

e. That the reasonable allowance for working capital is
$73,355. 

9. That the reasonable re place■ent 
depreciation of ft�bane Ho■e•s plant used and 
pro•iding teiephone service in �orth Carolina is 

cost less 
useful in 

$4,244,361. 

f o. That the fair value of !ebane Bo■e •s plant used and 
useful in pro.viding telephone service in North Carolina 
should be derived by  giving 9/10 weighting to the reasonable 
original cost less depreciation of Me bane Home's plant in 
service an� 1/10 weighting to the depreciated replacement 
cost of Hebane Ho■e•s plant. Using this ■ethod, vith the 
depreciated original cost of $3,9Q6, 59Q and the depreciated 
replace■ent cost of $4, 24<i,36 I, the Co11■ission finds that 
the fair value of t!eba ne Ucae •s utility plant in North 
Carolina is $3,976,371. This fair va lue includes a 
reasonable fair v�lue increment of $29,777. 

I I• That the fair Yalue cf Mebane Bo■e Tele phone 
�ompany•s plant in service to its custo■ers in North 
Carolina at the end o f  the test year of $3,976,371, plus the 
reasonable allowance for working capital of $73,355 and the 
investment in Rural Telephone Bank Class B stock of 
SI I 8,-500, yields a reasonable fair value of Mebane Home's 
prqperty in service to North Carolina customers of 
$4 ., 68,226. 

12. That Bebane Ho■e Telephone Co■pany 1 s operating 
revenues net of uncollectib1es for the test year after 
a ccounting and pro fo�•� adjust■ents under present rates are 
approximatelJ $847,325 and under proposed rates would have 
been $996,994. 

.13. That Mebane 
revenue ded uctions 

Ho■e 
after 

Telephone Company's 
acccunting and 

operating 
pro forma 
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adjustments are approximately $753,070, which includes an 
amount of $225,013 for actua1 investment currently consumed 
through reasonable actu al depreciation. 

t4. That cost-free funds arising from the Job Development 
Investment Tax Credit, implemented by the Revenue Act of 
1971, should be included in the capital structure at zero 
cost. 

15. That the capital s tructure vhich is proper for use in
this proceeding is as follows: 

Long-term debt 
Common equity 
cost-fr ee capital 

Total 

Percent 
(b) 

8 I. 86� 
I 0.28� 
7.861 

1 oo. oo"i 

16- That when the excess of the fair value rate base over
original cost net investment (fair value increaent) is added 
to the equity component of the criginal cost ne t investment, 
the fair value capital structure is as follows: 

Long-term debt 
Common equity 
Cost-free capital 

Total 

Percent 
( b) 

8 I. 281 
Io. 921 
7. 801

I 00. 001 
======= 

17. That the Company's proper embedded cost of total debt
is 3.56%. The fair rate of rettrn ijh ich shou ld be applied 
to the fair v alue rate ba se is 4.40S. This return on Mebane 
Home's fair value property of 4.401 vill allow a retur n on 
fair valu e equity of 13.801 aftEr recovery of the embedded 
cost of debt. A return cf J3.80% on fair value equity 
results in a return of 14. 16'JI: on original cost common 
equity. 

1a. That �ebane Home should be allowed an increase in 
additional annual gross revenues �ot exceeding $151,135 in 
order for it to have an opportunity through efficient 
manageme nt to earn the 4.40% rate of retur n on the fair 
value of its property used and useful in serving its 
customers. This increased revenue requireme nt is based upon 
the fair value of its ,p roperty and reasonable test year 
operating r evenues and expenses as here tofore detel:'11i'ned. 

19. That the schedule of
hereto as Appendices A, B, and C 
the same should be used by 
$151,135 additional annual gross 

rates and charges attached 
is just and reasonable and 
the Company to generate the 
revenue requirement. 
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20. Tbat charging for air ectory assistance is an 
appropr iate means cf relieving these subscribers who do not 
use directory assistance excessi vely of the c ost of said 
service and of, requiring those who use the service 
excessively to pay in accorda nee 1d th the service used .. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. I - 3 

The evidence for Findings of Fact Nos. I - 3 comes from 
the verified application of the Company, the testimony and 
exhibits of the Ccmtany•s witnesses, and the o£ficial file 
in this docket. These findings are jurisdictional in nature 
and are not disputed. 

EVIDENCE AND CONCLUSIONS FOB FINDING OF FACT NO. 4 

Company witness Hupman and Staff witness Turner testified 
as to the guality of service prcvided ty Mebane Home. 

Mr. Hupman testified that Mebane Home was among the first 
in North Carolina to convert from magneto to dial operation 
and was North Carolina's. first all private line system. The 
company has no mile�ge or zone charges in effect. Mebane 
Home now provides complete, modern dicect distance dial 
service. Touch tone s ervice is available to all its 
c ustomers. In addition, the Company has a sufficient number 
o f  gualified personnel. 

Mr. Turner 1 S testimony contained the results of the 
Commission Staff's investigation of t he quality of telephone 
service provided by Mebane Hc�e. He testified that the 
Staff's evaluation was based on field tests consisting of 
completion· tests, transmissicn and noise measurements, 
operator answer time tests, public pay station tests, and an 
analysis of trouble reports, service orders and subscriber 
held ord ers for new and upgi:aded service. The Staff's 
investigation shows that, in general, the Company was 
meeting the Commission's previously established minimum 
levels cf adequate service. 

Based on the evidence of record, the commission concludes 
that the overall quality o f  service offered by Mebane Home 
Telephone Company is adequate. 

EVIDENCE AND CONCLUSIONS FOB FINDING OP FACT NO. 5 

The evidence as to the reasonableness of th e. telephone 
plant investment. is found in the testimony of staff witness 
Turner and company witnesses Hupman, Feight, and Thaxton. 

staff witness Turner testified concerning the 
t'e asonableness o f  the tele i;hcne plant in vestment. Be 
concluded that, based on a growth forecast of 250 lines pe� 
year and a reasonable engin eering interval of one year for 
additional lines, the company has 1,000 excess lines which 
are not used and useful in providing telephone service. He 
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detei:mined that this was equal to an estimated investment of 
s151,ooo. 

Regarding outside plan t engineering, Mr. Turner testified 
tha t the Company was using copper shi elded telephone cable 
instead of a more economical fused polyethylene coated 
aluminum shielded (PPA) cable. Be stated that the FPA cable 
is lover in price and meets EEA specifications. Based on 
this information, he conclu ded that the use of copper 
shielded cable does not reflect prUdent management when a 
d ur able and less expensive a lternative is ava ilable. 

Rebuttal testi111cny vas offered by witnes ses Hu pman, 
Feight, and Thaxton. Hr. Hupman testified concerning his 
decision to purchase a central office initially sized at 
5500 lines instea d of 4500 lines and his reasons for 
selecting copper shielded cable instead cf coated aluminum 
shielded cable for outside plant. Mr. Peight t est ified 
concerning Stromberg-Carlson's sales policies and their 
required engineei:ing intervals. Hr. Thaxton testified 
concerning �id-South's engineering study prepared for Mebane 
Home and the basis foi: the 5-jear central offic.e growt h 
forecast. 

Mr. Hupman testified that he made his decision on the 
basis of the information he had at the tirae but that he 
considered reducing the planned size of the central office 
to 4500 lines with an associated price reduction of 
$176,000. He furth er stated tbat he did not consider the 
savings significant in terms of the number  of lines he vould 
be giving up. Regarding the type of cat:le teing used, Mr. 
Hupman stated that, while both tyFes of cable are approved 
by REA, he be1ieves that the ccpEeI: shielded cable is better 
foe- his company. 

Mr. Feight testified that Strcaberg-Carlson would require 
a manufacturing a nd installatioD interval for the ESCI PL2 
central office of 28 month s .. 

Hr. Thaxto n testified that the 10.s,r; growth rat e used in 
the Hid-south :nginee�ing i:eport to Mebane Home had been 
computed by increasing the nationwide telephone utility 
growth rate o f  7% by 50i since Mebane Home had been a slow 
growth area and appeared ready to  take off into a rapid 
grovth situation at the time the study va s prepared on Harch 
20, 1972. 

The Commission is of the 0�1n1cn that th?ughtful periodic 
analysis of the information contained in demand and 
facilities charts will enable the Company to minimize the 
risk of excessive investment in central office eguipment. 
The char t  which is Turner Exhibit 6 clearly shows the 
following: ( I) that Mel:ane Home's historical grovth rate is 
far belov the Company's p rojected growth rate of IJOO main 
stations per year and (2) that the actual grov th rate was 
declining vith res�ect to the frcjected growth rat e some 20 
mon tbs prior to the time the order vas place d for the 5500-
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line central office. Moreover, the Comfany admitted that it 
considered reducing the initial 5,500-line capacity of the 
office to 4,500 lines with an investment reduction of 

$176,000. Thus, the Commissi on concludes that the 
investment was avoidable and excessive beyond any reasonable 
margin for future growth. 

Based on the fcregcing, the Commission concludes that 
f'llebane Home has excess central cffice margin equal to t ,000 
lines which is not used and useful in providing telephone 
service. The amount of this in"estllent is determined to be 

$175,639, vhich is the difference tetveen the installed 
price of the 5500-line central cffice of $1,170,057 and the 
quoted price for the alternative 4500-line central office of 
sggq,4J8. The quantity of lines is based on a reasonable 
growth forecast of 250 lines (:er year and a one-year 
engineering interVal for ce·otral cffice line additions. 

Tbe 
shovn 
where 
Whil.e 
base 
cable 

Commission further concludes that the Company bas not 
reasonabl.e grounds for UEing copper shielded cable 

a viable and less expensive alternative is available. 
the Commission is not making an adjustment to the rate 
in this case, the continued use of copp er shielded 
may be cause for a rate base adjustment in the future. 

EVIDENCE AND CONCLDSIONS FOB FINDING OF FACT NO. 6 

The �ommission vil1 ncv analyze the testimony and exhibits 
presented by company witness Seay and St aff witness Desern 
concerning the original cost net investment in telephone 
plant in service. The fol.loving chart summarizes the 
amounts which each of the �itnesEes contends is proper: 

Item 
(a) 

Telephone plant in service 
Less: Reserve for depreciaticn 
Net telephone plant in service. 

Company 
Witness 
_Sell_ 

(b) 

$5,258,765 
. I, 035, 7 I 2 
$ij,223,053 

Staff 
Witness 
Desern 

(C) 

$5,055, J40 
_h.!J.21-L 02 7 
$3,998,!!3 
========= 

As shown in the above chart, the first area of 
disagr eement between the vitnesseE is the amount properly 
includable as investment in telephone plant in service. 
Company witness Seay testified that the test year level of 
telephone plaDt in service vas $5,258,765. Staff witness 
Desern testified that the test ye<!,r level of telephone plant 
in service vas $5,055,140, vhich is $203,625 less than that 
proposed by witness Seay. This difference results from the 
f olloving: 
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staff adjustment to reflect documented 
construction cost of nev central office 
building 

Staff adjust■ent to reflect additional 
retirement of old central office equipment 

Staff adjustment to reflect documented 
construction cost of nev centtal office 
equipment 

St aff adjustment to recl assify large PBX fr om 
telephone plant in service to 'lllaterials and 
supplies 

Engineering Staff adjustment to eliminate 
telephone plant mai:gin 

excess 

56 I 

Amount 
-(b-) -

$ 26,372 

(qJ ,529) 

2.352 

(37,820) 

_JJ_SI .000) 
$ (203,625) 
========= 

Witness Seay•s end-of-period level of telephone plant in 
service includes the estimated ra tber than the actual 
construction cost of the Company• s nev central office 
equipment and building and does net reflect the reduction in 
the original cost of the old cEntral office equipment whic h 
vas o ccasioned by the fire experienced by the Company in 
August of 1976 .. 

Witn ess Desern 1 s end-of-pe ricd level of telephone plant in 
service, as reflected above, was adjusted to include the 
actual documented construction costs of the nev central 
offi ce equipment and building 11hich the Company had incurred 
up until the time the he aring vas closed. (The nev central 
office vas pl aced in service in September of !976 and the 
bearing in this docket, Docket No. P-35, Sub 6q, was closed 
in January of 1977.) Also as r eflected above, witness 
Desern's end-of-period telephcne i:lant in service was 
adjusted to give effect to the reduction in the original 
cost of the old central cffice equipment vhich vas 
occa sioned by the fire experienced ,by the Company in August 
of (976. 

It is the commission's statutory duty to consider 
relevant, ma terial and co mpetent evidence shoving actu al 
changes in the value  of the 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. 
Accordingly, the Commission adc�ts the St aff's adjustments 
to reflect the documented conEtruction cost of the new 
central office equipment and tuilding, as revised at the 
time of the hearing, in the amcunt of $28,72q and the 
Staff •s adjustment to reflect the additional retirement of 
old central office equipment in the amount of $Q3,529 which 
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was occas ioned by the fir e EX�e rienced by the Company in 
A.ugust of (976. 

With regard to the Staff's adjustment to reclassify the 
large PBX from telephone plant in service to materials and 
supplies, witness Desern testified that this adjustment is 
required to remove from utility Flant in service telephone 
plant which is no longer used and useful in providing 
ser vice. Retirement of the large PBX results from the 
Co�pany•s los s of one of its major commerc1al customers, Dow 
Badische. As discussed under evidence and conclusions for 
subsequent findings of fact and consistent with the staff's 
adjustment to exclude the Dov Badische PBX from the test 
year level of investment, witness Desern reduced the test 
year le vel of operating revenues ty $67,254 and the test 
year level of depreciation eipense by $2,458 to give full 
etfect to the changes in revenues and casts which the 
Company vill experi ence as a result of the termination of 
service to Dov Badische. While witness Seay did not 
e liminate the large PBX from the test year level of 
investment or the attendant depreciation from the test year 
level of expense, she did reauce the test year level of 
ope rating revenues by $67,254 to reflect the revenu e effect 
of termination of service to new Eadische. 

The Commission has adoi:ted the -adjustment to exclude from 
the test year level of operating revenues the revenues 
derived from Dov Badische and the adjustment to exclude 
depreciation related to the large PBX from the test year 
level of ex,pense. Tc achieve a Eroper matching of revenues 
and costs, it is entirely necessary and consistent to reduce 
telephone plant in service to reflect the retire ment of the 
large PBX installed at Dov Eadische.. Accordingly, in 
az:-riving at the test year level of investment, the 
Commission vill exclude from telefbone plant in service t he 
large PBX installed at Dov Eadis che in the amount of 
$37,820. 

As will be dis_cussed, subseguently, the Commission has 
excluded from the test year level of utility plant in 
service $175,639 of excess teleFhcne plant margin. 

consistent with the adjust,ents described above, the 
Commission concludes that the following calculation of 
telephone plant in service of $5,030,501 is appropriate for 
use herein: 



llfil! 
(a) 

BATIS 

Telephone plant in secvi ce pt:ofose d by company 
vi tness Se ay 

Add: Staff's adju stment to reflect the 
documented construction cost of new 
central office eguipment and build_ing 

Les s: Staff's adjustment to reflect the 
additional retirement cf cld central 
office eguipme nt 

Engi neering Staff's adjustment to 
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$5,258,765 

28,724 

43,529 

eliminat e excess telephcne pl.ant margin 175,639 

Staff's adjustment to retire the large 
PBX installed at r..ov Eadische 371820 

$5,030,501 
========== 

The next area of disagreement between the wit nesses is the 
amount properly includaHe as the res erve for depreci ation. 
Staff witness Desern testified that the end-of!...p eriod 
depreciation reserve was $1,057,027, w_bich is $21,315 more 
than the $1,035,712 end-of-period level proposed by Company 
witness Seay. This difference resul.t s from the following: 

staff 1s adjustment to give effect to th·e 
Company's end-of-period adju�t11ent to 
depreciation expense 

Staff •s adjustment to depre ciat_ion expense 
applicable to central office equipment 
and building 

Staff's adjustme nt to eliminate depreciation 
on large PBX retired 

Staff's adjustment to depreciation reserve to 
reflect additional retirement of old central 
office equipment 

$41,426 

{11,034) 

(2,458) 

_.lhfil) 
$2 I, 3 I 5 
=·====== 

In arriving at the proper level of operating reven ue 
deductions, as shown in Evidence a nd Conclusions for Finding 
of Fact No. 13, infg, we have added an amount of $41,426 to 
depreciation expense to give effect to the Company's 
adjustme nt to bring depreciation expense to an end-of-period 
level and deducted from defreciation expe nse an amount of  
$12,019 to reflect the depreciation applicable to  the 
company's test year level of iLvestment in its central 
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office equipment and building and an amount of $2,458 to 
eliminate de preciation applicable tc the large PBX inst alled 
at Dov Badische which is nc longer used and useful in 
providing service. Consistent vith the adjustments to 
depreciation expense describe d above, ve have made the 
corollary adjustments to the reserve for depreciation. 

As previously discussed, a ddition al equ ipment from the old 
central office vas retired as a result of the fire 
experienced by the Company in August of 1976. Since the 
Commission has adopted the Staff's adjustment to reflect the 
additional retirement of old ce�t:ra.1 office as a result of 
the August fire, the Commission concludes that it is proper 
to eliminate the depreciation reserve re lated to this 
additional retirement i n  the amount of $6,619. 

As a result of the August fire and after consideration of 
s alvage and insurance proceeds, the Company experienced a 
gain of approximately $57,007 upon retirement of the old 
central office equipment. Accordingly, the Commission will 
include the gain, net of the income taI effects, in the 
amount Of $27,865, in arriving at the test year level of the 
reserve for depreciatio.11. 

Based on the adjustments described above, the Commission 
concludes that the following calculation of the reserve for 
deprec iation of $ J, 0.83, 907 is appropriate for use herein: 

Reserve for depreciation per Company 
Add: Adjus tment to increase depreciation 

expense 
Adjustment to depreciation reserve to 

reflect the gain on retirement of the 
old central office eguipoent 

Deduct: Adjustments to decrease depreciation 
expense 

Adjustment to depreciation reserve to 
reflect additional retirement of the 
old central office equipment 

Amount 
-(bl 

$1,035,712 

41,426 

27,865 

14,477 

6. 6J 9
$1,083,907 
========-= 

The commission concludes t hat the £olloving calculation of 
net telephone plant in service is appropriate for use 
herein: 

Item 
(a) 

Telephone plant in service 
Less: Reserve for depreciation 
Net tele phone plant in service 

$5, 03 o, 501 
I ,os 3. 907 

$3,9ti6.594 
========= 
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EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 7 

staff vitDess Desern proposed that Hetane Home T elephone 
Com.pany•s investment in  Rural Telephone Bank (RTB) Class B 
stock in the amcunt cf $1 JS,500 be included in the 
calculation of t he original cost net investment. Company 
"i tness Seay did not include this item of cost in her 
determination of the original ccst net investment. Witness 
Desern testified· that all companies borrowing from the BTB 
are required to purchase RTB Class B stock in an amount 
equal to 5% of the original amount of the loan. For 
example, if a telephone company wishes to borrow $1,000,000 
from the RTB, it must purchase $50,000 of BTB Class B stock 
and sign a note for $J,050,000. Prom this example, it is 
clea r that the funds used to purchase the RTB stock are 
included in the loan from the R18. The long-term debt as 
shown on the Company's books, which includes all loans from 
RTB, was used_ in the calculation of both the capital 
structure and the embedded cost of debt. If the -RTB Class B 
stock acquired as a ccndi tion of the loan is not considered 
in determining the cost of service, the Co■pany wi.ll not be 
allowed an opportunity to recover this compo nent of· cost. 
However, RTB stock acquired as patronage dividends should 
not be included in the origiDal cost net investment. 
Patronage dividends are of the nature of stock dividends and 
in no way change the amount cf ftebaDe Home Telephone 
Company's ownership in the R�E, nor do patrona ge dividends 
change the amount of debt oved to the RTB or its interest 
cost. 

The Commissi on concludes, based on the above discussion, 
that Mebane Home Telephone Company's investment in RTB Class 
B stock in the amount of SIJB,�00 sh ould be included in the 
original cost net investment. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 8 

The Commission vill new analyze 
of Company vi tness Sea y  and Staff 
the amount each witness considers 
original cost net investment as 
capita l. 

the testimony and exhibits 
witness Desern concerning 
properly includable in the 

an allowance for working 

The f ollowing chart presents the amounts proposed by each 
vi tness: 

cash 

llfil!. 
(a) 

Haterials and, supplies 
Average prepayments 
Average taz accruals 
customer deposits 

Company 
Witness 
�-

( b) 
$ qJ,112 

28,951 
7,587 

(39,)85) 
112. 278) 

$ 28,187 
==�:;::==== 

Staff 
ilitness 
_!!� 

(c) 
$ 35,J00 

66, 77 I 
7,587 

(2ij,JJI) 
1(2.278) 

$ 73,069 
======== 
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The difference of $Elli, 882 tEtveen the levels of working 
capital proposed by each vitnes£ results from the witnesses 
having emfloyed different �ethcds in determining the 
allowance for working capital and from Staff witness 
Desern's adjustment to retire tte large PBX installed at Dov 
Badische which is nc longer used and useful in providing 
telephone service .. 

Company witness Seay testified that the working capital 
allowance which she consi dered Froper was c omposed of a cash 
allowance of 1/12 of operating revenue deductions, excluding 
depreciation and after fro forma adjustments, plus materials 
and suppli es and average prepayments, less average tax 
accrual and end-of-period custo1er deposits. Staff witness 
Desern testified that the vox:king capital allowance which 
she considered proper was composed of a cash al1owance of 
1/12 of operating expenses, including interest on customer 

deposits and after proforma adjustments, p1us materials a nd 
supplies and average px:e�ayments, less aver,age tax accruals 
and end-of-period customer deposits. After carefully 
considerin g the evidence presented by each witness, the 
Commission concludes that the method of d etermining the 
allowance for working capital proposed by the staff is 
consistent with the formula method employed by the 
commission in recent rate proceedings and that this method 
m oi:e accurately i:eflects the Company• s actual working 
cap ital require11ent. 

As previously stated, Staff witness Desern proposed an 
adjustment to retire th e large PEX installed at Dov Badische 
which is nc longer used and useful in providing service. 
Witness Desern proposed that the original cost of the large 
PBX be reclassified from tele phone plant in service to 
materials and supplies. The Cc•■isrion, having previously 
found the retirement of the large PBX to be proper, adopts 
the $37,820 increase in materials and supplies. 

Based on the 
concludes that the 
w orking capital is 

foregoing discussion, the Commission 
following calculation of . allowance for 
apFt:cpriate fer use herein: 

Item 
(a) 

Cash (1/12 of operating expenses) 
Ma ter-ials and sup Flies 
Average prepayments 
Average tax accruals 
customer deposi ts 

Amount 
(bl 

$ 35,386 
66,771 
7,587 

(24,111) 
-112,278) 
$ 73,355 
======== 

EVIDENCE AND CONCLUSIONS FCR FINDINGS OF FACT 
NOS. 9, JO, AND 11 

Although the term "replacement cost" envinons replacing 
the utility plant in accordance vith modern design 



RATES 567 

t echniques and with the most UF-to-date changes in the art 
of telephony, trended original cost as presented by the 
Compap.y is founded upon the i:renise of duplication of much 
of the plant as is, with certain inefficiencies and outmoded 
designs included.. While obsolescence can, to an exten t, be 
accounted for in proper deprEc-iation treatment, the 
economies of scale inherent in the telecommunications 
�naustry (e .. g .. , employing one 600-pair cable down a road 
instead of six 100-pair cablEs installed over a number of 
years) are not fully recognized in the trending· process .. 
The Staff testimony re cognizes this fact but does not offer 
a specific recommended adjustment for the economies which 
would be a chi eved through "mass iapulse" plant construction .. 

Company witness Gower testified with respect to his 
dete rmination of the replacement cost valuation of the 
Company•s North Carolina px:opettie s used and useful in 
furnishing telephone sex:vice as of Hay 31, 1976. Hr. Gover 
cal culated his rei:lacement ccst in tvo stages using the 
total as an estimate cf replacetrent cost.. The nev central 
office was included at original ccst and was neither trended 
up nor depreciated. The remaining plant less depreciation 
vas trended up to approximatE the reprodu ction cost less 
deprec iatio n.. For trending this 11other11 pla nt, subindices 
of the Gross National Product Implicit Pric e Deflator were 
used. These calculations consisted of trending the net 
change in original cost plant dollars for each year to the 
price level as of May 31, 1976 .. 

Staff witness Clapp 
procedures should be used 
original cost study to be 

· testified that the foll.owing
throughout the study fox: a trended
relial:le ..

( I) The ox:iginal cost of plant placed in service in each
year must be reduced by the retix:ements of tha t
vintage plant vhich have cccurred since the original
installation.

(2) These surviving original ccst dollars must be further
r educed by deduction of the_ depreciation which has 
occurr ed against those surviving installations.

(3) The original cost do llars surviving from each year,
net of the depreciation 11hich has occurred to the
plant plac ed i n  that yeax:, must be trended using a n
index which is properly reflective of the changes in
costs, proportions of matex:ial and labor, 
productivity of both factor inputs, and the 
capabilities of the completed installation over the 
years being studied. The trending can be 
accomplished before or after the plant is depreciated 
as long as both the vintage plant and the vintage 
depreciation applicable to it are trended with the 
same index. 

Mr .. �lapp•s testimony i ncluded a discussion of Mr .. Gover•s 
calculations.. He testifi ed that the result of Mr.. Gower's 
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using ceproduction cost as replacement cost was to fail to 
discount reproduction cost to temove the overstatement s 
caused by piecemeal canst-ruction, less efficient plant and 
equipment, etc., inherent in the e�isting plant due to the 
fact that it vas ·built piece by piece over time, rather tha n 
in one vell organized constructicn task, and other similar 
factors. 

Mr. Clapp agreed tha·t the nev 
included at original cost and 
depreciated. He did, however, 
trending methods. 

centcal office should be 
neither trended nor 
criticize Mr. Gower's 

Aft er reviewing and rejecting witness Gover•s method, 
witness Clapp testified that in his judgment, if the Company 
data with which to perform a pt:CEEr stu·ay was available, the 
increa se of replacement cost less aep reciation over original 
cost less aepreciation would te between JOI ana 17%. He 
recomDlended to the Commission that, consiaering the 
circumstances and available information, a reasonable 
replacement cost less depreciation of the company's plant in 
service is $4,420,000. This would i nclude land and the new 
central offiC'e at original cost and the replacement cost 
less depreciati on. The 11other 11 plant would have increased 
by 14- 1% over the original cost less aepreciation. 

Kitness Clapp · stated that the object of calculating a 
replacement cost is to calculate the cost, in today's 
dollars, of the remaining usefulness of the existing plant. 
If trending original cost from the time of installation to 
the present is the method used to calculate the trended 
original cos·t of the existing plant, then the depreciation 
cost which bas accrued to that plant due to pa-st use, 
outmoded design, piecemeal construction, �tc., must also be 
tren ded from the time of installation to properly reflect 
the percentage of the usefulness of the plant which has been 
consumed. This process of trending bot� the original cost 
and its depreciation from the date. of installation of the 
plant to the present is called the vintage depreciation 
metho d and is the method approve.d by this commission for use 
in depreciation reproduction cost and replacement cost. 

The method utilized by witness Gqwer, which trends the 
origi�al cost from the date of installation, i.e., by a 
large trend factor, and trends the depreciation from date of 
accrual, i.e. , by a small tren d factor, is called the aged 
depreciation method. This method, by its ovn design, 
consistently overstates the real reproduction cost less 
depreciition and has been consistently rejected by this 
Commission for the purpcses of replacement cost 
calculations. Repl·acement cost less depreciation is a plant 
cost and plant condition related concept and is not 
necessarily related to the amount of depreciation accruals 
vhich have flowed from normal acccunting practices on a book 
basis. The commission is required to consider both the 
plant condition re lated replacement cost and the booked 
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original cost in its determination of the fair value rate 
base. 

The commission concludes that the reasonable replace11ent 
cost less depreciation an d excess plant ■argin of �ebane 
Home Telephone Company•s plant in service at Hay 31:, 1976. 
is $4,244,361. 

Having determined the apprcpriate original cost of net 
investment in plant in servi ce to be $3.946,594 and the 
reasonable estimate cf replaceaent cost of that plant to be 
$4,244,361, the Commission must deter■ine the fair value of 
Hebane Home's net plant in service. 

The process of weighting replacement cost less 
depr eciation and original ccst less depreciation in 
determining fair value allows the Commission to exercise its 
judgment vit h respect to the reliability of the replacement 
cost estimates and to the deg ree to which the company should 
be compensated fer inflat ion. Since it is impossible to 
compensate bondholders after the fact for the effects of 
inflation upon their investment because of their 
contracturally fixed ra te of return, it is only necessary to 
cons ider compensaticn tc the stcckhclders. A weighting of 
replacement cost equal to the eguity ratio of the capital 
structure would indicate a 1001 compensation for in flation 
of the equity investme nt in pla�t and a complete confidence 
in the reliability of all replacement cost estimates. A 
great er vei ghting tc repla cement cost would overcompensa te 
the equity holders since the return earned on the portion of 
:t,he fair value increment which vas supplied l:y debt holders 
would accrue to t he equity holders in addition to the I;'eturn 
on the egui ty in vestment. While tondholders cannot be 
compensated monetarily by the inclusion of a portion of 
replacement cost in the fair value rate base, the .express 
allowance of a fair value increment further protects the 
bondholders• investment by increasing the earning value of 
t he assets underlying the investnent. 

A blind weighting of the replacement cost and the original 
cost in the same proportion as the equity and debt portions 
of the capital structure liould merely reduce to a 
mathematical fOrmula the exercise of the Co11mission•s 
judgment. This trea tment requires the commission to assume 
that the original cost figures vere exactly correct; that 
the equity ho1ders should be frctected completely from the 
effects of inflation; that the effects of inflation are 
known; that the deterrinaticn cf replacement cost is 
completely relia ble; and that the depreciation reserves of 
both original cost and re�lacenent cost reflect precisely 
the degree of wear and tear, obsolescence and other fa ctors 
that are supposed to be reflected in these accounts. Its 
use would also preclude the Commission from considering such 
factors as age and condition to the extent that it is not 
properly reflected in the accounts. The Commission 
recognizes that inflation rates have fallen and are expected 
to remain belov those experienced i n  recent years. In 
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addition, the Company has r ecently made major replacements 
of plant. 

The Commissi on concludes that a 9/10 to I/JO weighting of 
original cost to replacement cost is not unreasonable in 

this cas e. By this method, using the depreciated original 
cost of $3,946,594 and the depreciate d replacement cost of 
$4,. 244,361, the Commission finds that the fair value of 
Mebane Home•s utility plant devoted to telephone service in 
North Carolina is $3,976,371- This fair value includes a 
reasonable fair value increment cf $29,777. 

The fair value of Mebane Hcme•s plant in service to its 
custo11.ers in North Carolina at the end of the test year of 
$3,976,371 plus the reasonable allowance for working capital 
of $73,355 and the investment in Bural Telephone Bank Class 
B st ock of $118,500 yields a reasonable fair value• of .Mebane 
Rome's property in service to Ncrth Carolina custo mers of 
$4,168,226. 

EVIDENCE AND CONCLUSIONS FOB FINDING OF FACT NO. 12 

Company witness Seay and Staff witnesses Desern and 
Gerringer presented testimony ccncerning the appropriate 
level of operating revenues. staff vitnesS Gerringer•s 
testimony specifically concerned the procedures employed in 
the determination of the Company •s end-of-period level. of 
toll revenues for the test i:eriod. Witn ess Seay and 
witness Desern te·stified as to the appropriate level of 
opera ting revenues after acccunt ing and pro forma 
adjustments. The following chart presents the amounts 
proposed by each witness: 

!_ tem,
(a) 

Local service 
Toll service 
H iscellaneous 
Uncollectibles 

Cc�i:ai:y 
Witness 
_Se,gy: __ 

(t) 
$503,958 

296,990 
39,350 

_.l.!!.&]2) 
$835,463 

Staff 
witness 
_]_g.§fil]! 

( c) 
$513,109 
299,840 

39,350 
_J4,37Q) 
$847,929 

The difference of $9,111 ($513,109 $503,998) between the 
levels of local service revenues proposed by each witness 
aris es from the witnesses having employed different methods 
in calculating the end-of-period level of local service 
revenues and from the �itnes�es having employed different 
methods in calculating the effect of the company's J976 
Operator service Agreement vi th scuthern Bell. 

Company witness .Seay calculated the end-of-period 1evel of 
local service revenues by multiplying the numter of units in 
each class of service at the end of the test year by the 
present monthly rate per unit for 12 months. 
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St aff witness Desern calculated the test year level of 
local ser vice reve nues by multiElJing the actual test y7ar 
level of local service r evenues, net of nonrecurring 
charges, by an annualization factcr based on the growth in 
primary stations. Staff witness Desern testified that 
utiliz at ion of the annualization factor was required in that 
the staff could not determine, from the information 
available within a reasonable time, the propriety of the 
Company's adjustment to bring local service revenues to an 
en d-of-period level. The Staff Mas concerned that all units 
comprising local service reve nues had not been considered in 
the Company's end-of-period calculation. 

Based on the foregoing discussion, the commission 
concludes that the method of determining the end-of-period 
level of local service revenues proposed by the Staff is 
consistent with methods employed ty the Commission in recent 
rate proceedings and that this method more accurately 
reflects t he end-of-period level cf local service revenues. 
Accordingly, the Commission adopts the Staff's adjustment of 
$7,829 to bring local service revenues to an end-of-period 
level. 

company witness Seay and Staff witnesses Desern and Chase 
.offered testimony concern ing the effect that the Company's 
1976 Operator Service Agreeaent with southern Bell will have 
on the test year level of operations.. In all material 
respects, the differences betlieen the witnesses' testimony 
result from witness seay•s having use d  estimated data in her 
calculations, whereas the Staff's calculations are based on 
actual data, and from witness Seay•s having reflected the 
r evenues to be realized from directory assistance charges 
under the Company's proposed rates, whereas witnesses Desern 
and Chase included directory assistance re venues in their 
calculation of the test year effect of the 1976 Operator 
Service Agree�ent. 

The Commissi on believes the staff's calculation of the 
test year effect of the 1976 Operator Service Agreement to 
be mor e exact than that proposed by the Company in that it 
is based on actual data. However, the Commission also 
believes that r evenues to be realized from directory 
assistance charges, which are authorized herein, should not 
be reflected as a reduction in the test year level of 
expense. Accordingly, the commission will adopt the Staff's 
adjustment in the a�ount cf $672, to reflect the effect that 
the Company's !976 Operator Service Agreement will have on 
the test year level of operations excluding that portion 
applicable to directory assistance charges. 

Based on the fcregoing discussicn of evidence in this 
proceeding, the Commission conclu des that the proper level 
of local service revenues is $512,499 .. 

The next 
testimony is 
revenues .. 

item of difference between the witnesses• 
the amount properly in cludable as toll service 
This difference results f ram Staff vi tness 
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Gerringer•s adjustment to reflect the esti■ated effect of 
the interstate toll rate increase granted by the Federal 
Communications Commission (FCC) and Staff witness Desern•s 
adjustment to reflect correcticn of a computational error 
made by the Company. 

Staff witness Gerringer testified that he vas in agreement 
with the actual test year level of combined interstate and 
intrastate toll revenues reported by company witness Seay. 
Witnes s Gerringer did, however, propose a pro forma 
adjustment to reflect in the test year level of operatiqns 
the full effect of the change in interstate toll rates that 
became effective hy FCC order on Pebruilry 29, 1976. Since 
this case is being considered on a combined (interstate plus 
intrastate) basis, it is proper to adjust toll revenues to 
give effect to the iDcrease in interstate toll r ates. 
Accordingly, the Commission adopts the Staff's adjustment to 
increase interstate toll revenues in the amount of $2,830. 
Witness Seay•s pre for■a adjus"tment to reflect over the 
first month of the test period the increase in intrastate 
toll rates effective July I, 1975, contains a mathematical 
error in the amount of $20. '.Ihe total adjustment to toll 
revenues therefore is $2,850. 

Based on the foregoing discussion of the evidence 
presented in this proceeding, the Commission concludes that 
the test year level of toll service revenues is $299,840. 

The evidence shows that the witnesses are in agreement 
with r·egard to the proper level of miscellaneous revenues. 
The Commission, there fore, concludes t hat the proper level 
of miscellaneous revenues is $39,350. 

The re■aining item of difference between the witnesses• 
testimony is the amount properiy includable as uncollectible 
revenues. Staff witness Desern adjusted the test year level 
of uncollectible revenues to give effect to related 
operating revenue adjustments. Witness Desern calculated 
the adjustment by oulti�lying both the Company's and the 
Staff's operating revenue adjustments (net) times the 
uncollectible rate of .971 used during the test year. The 
Commission believes it is proper to adjust uncollectible 
revenues to give effect to i:elated operating revenue 
adjustments adopted in this p�oceeding and, accordingly, 
adopts the decrease in uncollectitle revenues proposed by 
the Staff of· $51 I, �xcluding that portion related to 
directory assistance charges which has been refiected as a 
reduction in arriving a t  operating income "to te derived from 
the increase in rates approVed herein. 

Based on the fcregoing discussion of the evidence 
presented in this proceeding, the commission concludes that 
the test year level of uncollectible revenues is $4,364. 

The Commission concludes that the following calculation of 
operating revenues of $847,325 is appropriate for use 
herein: 



Local servi ce 
Toll service 
Miscellaneous 
Un collectibles 

BA'IES 

!.!!2.!!n.t 
(h) 

!512,499
299,840

39,350 
_.1_4 ,364) 
$847,325 
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Consistent vith fi ndings discussed herein, the Commission 
has excluded $67,254 in revenue rEalized from Dov Badische 
in arrivi ng at the test year level of operations. Having 
fully recognized the material effect of termi n ation of 
service to Dov Badische, the Commission also recognizes the 
likelihood of a significant increase in the C ompany's rate 
of return should service to the Dov Badische plant be 
restored. The magnitude of such a n  increase would, of 
course, depend largely upon economic conditions existing at 
that time. The Commission, therefore, believes that Mebane 
Home should be required to file with the Chief Clerk. of the 
Commission a calculation o f  the level of earnings actually 
achieved during the f2-month period endin g with.th e month 
immediately preceding the month in ljhich service is restored 
to the Dov Badische plant and a pro forma calculation of the 
level of earnings vhich the Co•pany expects to achieve, 
based on the same I 2-month period, i ncluding appropriate 
adju stments to reflect the restoration of service to the 
Dov Badische plant. The calculations filed Mith the Chief 
Clerk should reflect actual and pro forma rates of return on 
investment and returns on com�on equity and should include 
copies of all suppo rting vorkpapers. 

The Commission further concludes that the company should 
report to the Co•mission igmediately upon restoring to used 
and useful service of any customer the plant for■erly used 
to serve Dov Badische. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. i3 

Company witness Seay and Staff witness nesern offered 
testimony and exhibits i:resenting th e level of. operating 
r evenue deductions which they telieved should. be used for 
the purpose of fixing the ApFlicant 1 s rates in this 
proceeding. 

The following chart sets forth the amounts present ed by 
each witness: 



Ite!!!_ 
(a) 
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Operati.!!.,g_£g!_fil!lliLQed.!!£tions 
Maintenance 
Traffic 
Commercial 
General office salaries and expenses 
Other operating expenses 
Depreciation 
A mo rti za tion 
Staff annu alization adjustment 
Operating taxes other than inccme 
Interest on customer deposits 
Income taxes 

Company 
Witness 
2�ll-

(b) 

$212,994 
Io, 11 4 
13,987 

122,819 
49, I 20 

239,490 
26, I 6 I 

116,369 
329 

__.126, o I 5) 
$765,368 
======== 

Staff 
Witness 

Desern 
(c) 

$214,337 
IO, 11 4 
13,877 

122,429 
49, I 20 

225-,998 
7,605 

2,522 
113,387 

329 
(7,548) 

$752,170 
======= 

As shown in the atove chart, the witnesses disagreed as to 
the amo unt properly includable as maintenance expense e This 
difference of SI, 343 ($214,337 $212,994) results from 
st.iff witness Desern's adjustments to reflect the additional 
electric energy requirements of the nev central office 
equipment in addition to the amount included by the Company 
and to reflect correcticn of a ccmputational error made by 
the C ompany. 

company witness Seay Cased her calculation of the 
additional electric energy reguirements of the new central 
office equipment on an estimate by a Duke Power Company 
representative. Staff vitnes� Desern based her calculation 
on the October bill from Duke Power Company, which wa s the 
first full month the ne'III cen tral office equipment was in 
service. The Commission conclu des that the Staff's adjusted 
level is more representa tive of the Company's electric 
energy requirements in tha t it is based on actual data and, 
accordingly, ad opts the increase in maintenance expen se of 
$1,505. 

Based on the foregoing discussion, th e Commission 
concludes that the proper level of maint enan ce expense is 
$214,337. 

The second area of difference in the test year J.evel of 
opera ting revenue deduction concerns commercial expenses. 
This difference of $(10 ($13,«387 - $13,877) results from. 
Staff witness Desern's adjustment to eliminate Kiwanis Club 
dues ft:0111 the test year level of operating expenses. The 
commission beli eves that membership dues in civic 
organizations are not necessary and reasonable operating 
expenses of a public utility and, a ccordingly, adopts 
$)3,877 as the proper l evel of commercial expenses to be 
included in the test year level of expense. 
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The third area of difference concerns the amount properly 
in-cludable as the test year level of general office salaries 
and expenses. This difference of $390 ($f22,Bl9 - $122,429) 
results from Staff witness Desern•s adjustment to eliminate 
Exchange Club dues from the test year level of operating 
expen ses. The Commission, having previously found that 
civic club dues are not necessary and reasonable operating 
expenses of a public utility, adopts $122,429 as the proper 
test year level of geDeral office salaries and expenses. 

The fourth area cf difference in the test year level of 
operating revenue deductions concerns depreciation. Company 
witness Seay testified that the appropriate level of 
depreciation expense vas $239,490, �bile Staff witness 
Desern testified that t he appropriate level was $225,998. 
The difference of $(3,492 results f rom the different levels 
of cost used by the wit�esses to reflect addition of the new 
central office to utility plant in service and to reflect 
retirement of t he old central office equipment from utility 
plant in service, witness Desern 1 s adjustment to retire the 
large PBX installed at Dov Badische, and her adjustment to 
eliminate the excess telephone plant margin as proposed by 
Staff witness Turner. As previously discussed, the 
Commission has adopted the Staff's adjustments to reflect 
the documented construction cost of the new central office, 
the retirement of old central office equipment, the 
retirement of the large PBX installed at Dow Badische, and 
a'n adjustment to eliminate the excess telephone plant margin 
as  proposed by S taff witness Turner. 

Accordingly, the Commission adopts the Staff's adjusted 
level of depreciation expense, including the related effect 
of the excess telephone plant margin adjustment in excess of 
t hat recommended by the Staff. The Commission concludes 
that the following calculation of depreciation expense is 
appropriate for use herein: 

Item, 
(a) 

Depreciation expense proposed by Company 
witness Seay 

Less: Depreciation expense applicable to the 
documented cost of the nev central 
office and retirement of the old central 
office equipment 

Depreciation expense apFlicable to the 
retirement of Dov Ba dische •s large PBX 

Amount 
(bl-

$239,490 

12,019 

2 458 
$225,0(3 
-======== 

The fift h area of difference in the test year level of 
operating revenue deductions concerns amortization. This 
di fference of $18,556 ($26,161 - $1,605) results from Staff 
witness Desern•s adjustment to eliminate amortization of the 
extraordinary loss on retirement of the old central office 
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equipment and frcm the adjust�ent proposed by the Company 
during the hearing to amortize the extraordinary service 
interruption loss, resulting frcm the fire in August of 
t 976, over a three-year period. 

Company witness Seay, in her prefi led testi■ony, proposed 
an adjustment to amortize t he extraordinary loss on 
retire11ent of the old central office equipment over a 10-
year period. As· a result of the fire experienced by the 
company in August of J 976, the Company has experienced a 
gain rather than a loss upon retirement. Accordingly, the 
Commission adopts the Staff's adjustment to eliminate 
amortization of the extraordinary loss on retirement of the 
old central office eqUiF11ent in the amount of $10,350. 

· With regard ,to t he bu�iness interruption loss experienced
by the Company as a result of the fire, the Commission 
calculates t he net loss after consideration of salvage and 
insurance proceeds to be approximately $10,276 and believes 
that this amount should be amortized to utility operations 
over a period of three years. Accordingly, the Commission 
has included $3,425 ($10,276 � 3) in the test year level of 
expense to reflect amortization of the loss due to business 
interruption. 

Based on the foregoing 
concludes that the proper test 
expense is SI 1,030. 

discussion, 
year level 

the 
of

Comm.i ssion 
amortization 

The sixth area of difference in the test year level of 
ope ra ting revenue deductions concerns the Staff 
annualization adjustment. Staff witness Desern proposed an 
adjustment to annualize operating revenues and operating 
revenue deductions vhich were not adjusted to an end-of
period level in other Company and Staff adjustments by means 
of an annualizaticn factor. iitness Desern testified that 
the annualization factor vas based on the increase in 
p rimary stations actually experienced by the Company during 
the test year. 

The Commission recognizes the propriety of annualizing 
certain items of revenue and cost on an aggregate basis by  
use of an annualization factor, when it would be impractical 
if not impossible to adjust such items to an end-of-period 
level on an item-by-i tem basis, and accordingly adopts the 
staff adjustment of $2,522. 

The seventh area of difference in the test year level of 
operating revenue deductions concerns operating taxes other 
than income. company witness Seay testified that the 
appropriate level of opera.ting taxes was $116,369, while 
Staff witness Desern testified that the appropriate level 
was $ 113,381. This difference results from staff 
adjustments to property taxes to ·reflect the effect of Staff 
adjustments to the nev central office, the central office 
equipment retired, and use of 1916 property tax va lues; to 
gross receipt taxes to reflect staff adjustments to 
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revenuesi and to FICA taxes to reflect correction of a 
computational erro r made by the company. 

With regard to property taxes, company witness Seay 
calculated the end-of-period level by adjusting the 1975 Tax 
Certificat e  values t o  refl ect her· estimate of the original 
cost of the new central office and the old central office 
equipment retired and by using the 1976 property tax rates 
which she obt ained by telephone from representatives of the 
Various taxing authorities. staff witness Desern calculated 
the en d-of-period level of proFerty taxes by adjusting the 
I 976 Tax Certificate values to reflect the original cost of 
t he new central office, as revised during the he aring, and 
the old central office equipment retired, and by use of 1976 
prope rty tax rates obtained from the tax notices which were 
av ailable during the staff1s field audit. 

The Commission beli eves th e actual property tax rates 
reflec ted on 1976 property tax notices are the proper rates 
to be used in calculating the test year level of property 
tax expense, and, as discussed previously, the commission 
has adopted the Staff's adjustme nts to ref1ect the 
documented construction cost of the new central office and 
the r etir ement cf the old central off ice equipment. 
Accordingly, it is entirely consisten t and proper for the 
Commission to adopt the Staff's adjustment to property taxes 
in the amount of $ij,26J, which has be en adjusted to include 
the related effects of the excess telephone plant m argin 
ad;ustment. 

Company witness S eay arrived at the end-of-period level of 
gross receipt taxes by decreasing the recorded book amount 
by the gross receipts tax applicable to her adjustments to 
intrastate revenues, which is the same method employed by 
Staff witness Deserne The difference arises from the 
revenue adjustments as proposed by each witness. As 
previously di scuss ed, the Commission has adopted the revenue 
adjustments proposed by the Staffi therefore, it is entirely 
consistent and proper to adopt the relate d gross receipt tax 
adjustment in the amount of $1,�19, excluding that portion 
rela ted to directory assistance charges which has been 
refl ected as a reduction in arrivin g at operatin g income to 
be deriv ed from the increase in rates approved herein. 

Based on 
presented in 
the proper 
$110,780. 

the fcr egoing discussion of the evidence 
this proceedin g, the commission concludes that 
level of operatiDg taxes othe r than income is 

The evidence shows that the witn ess es are in agreement 
with regard to the frcper levels cf traffic expenses, other 
operating expenses, and interest on customec deposits. The 
Commission, therefore, concludes that the proper levels are 
as follows: 
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.llfil!! 
(a) 

Traffic 
Other operating expenses 
Interest on customer deposits 

Amount 

--(b)-

$1 0, I I 4 
49, I 20 

329 
$59,563 
======= 

The eighth area of differeDce in the test year level of 
oparating revenue deductions concerns income tax expense. 
Company witness Seay testified that the appropriate level of 
iricome tax expense was $(26,0JS), while Staff witness Desern 
testified that the appropriate level was ($7,548). 

In that the Commission has not adopted all of the 
components of taxable income ptci:csed by either witness, it 
becomes necessary for the Commission to make the following 
calculation of State and Federal i ncome tax expense. 

Item 

1. Total operating revenues (net) 
2. Operating revenue deductions: 
3. Maintenance
4. ':J:raffic
5. Ccmmercial
6. General office salaries and expenses
7. Other operating expenses
8. Depreciation
9. Amortization

10. Operating taxes other than income 
11. Interest on customer deposits 
J 2. Staff annualization adjustment 
t3. Total deductions 

Operating income before income taxes 

Amount 
(b) 

!841'325

214,337 
IO, I I 4 
13,877 

122,429 
49 ., 120 

225,0iJ 
11,030 

110,780 
329 

-�l 
--122,_lli 

I 4. 
I 5. 
I 6. 

Add: Amortization of extraordi�ary loss 
Amortization of ext raordinary business 

87,774 
3,272 

I 7. 
I 8. 
I 9. 
20. 

interruption loss 
Deduct: Fix ea charges 
State taxable income 
State tax rate 
State income taxes 

21. Federal taxable income 
22. Federal tax rate
23. Federal income taxes 

24. Total income taxes 

3,425 
JUQ.,_60J) 

(26, 132) 
--�-'!6% 

Cl ,568) 

(24,564) 
20% 

___{'!.,_'il;J) 

$ (6, 48 I l 
======= 
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EVIDENCE AND CONCLUSIONS FOE UNDING OF FACT NO. lq 

Both Company witness Seay and Staff witness Desern 
included the unamorti2ed balance of the Job Development 
Inves toent Tax Credit (JDC) as cost-free capita.I in 
developing the Company's capitali2ation structure. The 
Revenue Act of 1971 provided three basic elective options 
with regard to the rate-making tre atment to he accorded this 
item of cost-free ca_i;:ital. An election was to be made 
within 90 days after the enactment.of the till; if no option 
was selected, option Ne. Cl) •as to apply. By making no 
election, Mebane Home Telephone Company, Inc., in effect, 
se·lected option No. (I) which provides "that the investment 
credit is not to be available tc a company vi th respect to 
any of its public utili ty proper ty if any part of the credit 
to vhich it would otherwise be entitled is flowed through t o  
income; however, i n  this cas e the tax benefits derived from 
the credit may (if the regulatcry commission so requires) be 
used to reduce the rate base, provide d that this reduction 
is restoi:ed over the useful life of the property." 

The Commission has not follo�ed the practice of deducting 
cost-free funds directly from the rate tasE as provided by
option (I), but has consistently included cost-free funds in 
the capital structure at 2e.ro cost. The Commission, 
theref ore, concludes that cost-free funds arising from the 
Job Development Investment Tax Credit should be included in 
the Company 1 s capital structure at zero cost for purposes of 
sett ing rates in this proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF 
FACT NOS. 15, 16, AND 17 

The Commission adapts the Ccmpany•s capital structure of 
May 31, 1976, as presen ted by Staff witness Desern. 

The Company testified that its test year embedded cost 
rijte for long-term debt was 3.56�. The commission finds and 
concludes that the debt embedded cost rate is 3.561. 

Staff witness Currin testified that, in his best judgment, 
the cost of original cost common eguity capital to Mebane 
Home is t4.75% to 1s.1si. Since Hetane Home's equity is not 
traded in the major capital markets, conventional 
quantitative techniques could not be used. Instead, w itness 
Currin used a qualitative evaluation of the risk. 
differential between Mebane Bene and the larger telephone 
utilities, Central and iestern-Westco, to determine a risk 
premium to be added to the narket returns of the larger, 
less risky telephone utilities. 

Mr. Currin•s analysis of t he market returns of Central and 
Western-Westco demonstrated that the co�t of equity in 
general, and to utilities sp ecifically, has decreased in the 
past 24 months. In develcping the risk premium for Hebane 
Home, Hr. Currin took into considerat ion Mebane Home's small 
equity ratio, yet testified that Mebane Home's affiliation 
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with REA effectively reduces much 
stockholders would otherwise face. 
recommended only a moderate risk premium 

of the risk 

Accordingly, 
for Mebane Home. 

its 

he 

The conpany sought a rate of return of f8.191, vhich� 
after account ing adjustments, �as shown by the Staff to 
actually be 36.7%. There vas no supporti ng �estimony. 

The commission notes that He bane Home• s capital structure 
contains only 10.2ai common equity. Theoretically,_ at 
least, as the equity ratio declines, the risk to an equity 
holder increases. Further, Mebane Home's loan contract with 
the REA places dividend restricticns on the company based on 
its equity ratio. Obviously, if the Compa ny contin ues to 
utilize the REA for all external ·financing, its equity ratio 
will continue to de·crease. The Commission st rongly suggests 
that Hehane. Home actively seek new equity capital to support 
future plant expenditures until such time as Mebane Home's 
common equity rat io is at least 20t. Accordingly, the 
commission concludes that a return of 14.501 on original 
cost common equity is fair and reasonable. 

The Commission takes notice of the opinion of the Supreme 
Court of the State of North carclina in Utilities Comm. v. 
Jluke Power compan1, 285 NC 371 (1974) , vh'ereinthe' foliowiiig 
statements concerning the level of the fair rate of return 
appear at page 396:· 

"The capital structure of the company is a major factor in 
the determination of what is a fair rate of return for the 
company upon its properties. There are, at least, two 
reasons vhy the addition of the fair value increment:: to 
the actual capital structure of the company tends to 
reduce the fair rate of return as computed on the actual 
capital structure. First, treating this increment as if 
it were an actual addition to the'equity capital ·of the 
company, as ve have held G .. S. 6�-133(b) requires,· enlarges 
the equity component in relation to the debt component so 
that the risk of the investor in common stock is reduced. 
Second, the assurance that, ye�r by year, in times of 
infla tion, the fair value of the existing properties vill 
rise, and the resulting increment will be added to the 
rate base so as to increase earnings allowable i n  the 
future, gives to the investor in the company's common 
stock an  assurance of growth of dollar earnings per share, 
over and above the grcwth incident to the reinvestment in 
the business of the ccmpany 1:: ·actual retained earnings. 
As indicated by the testimony of all of the expert 
&itnesses, vho testified in this case on the question of 
fair rate of return, this expectation of growth in 
ea rnings is an  imfortant part cf their computations of the 
present 'cost of capital to the company. When these 
matters are properly taken into account, the Commission 
may, in its ovn expert judgaent, find that a fair rate of 
re turn on equity capital in a fair value state, such as 
North Carolina, is presently less than the amount which 
the Commission would find to be a fair return on the s�me 
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equity capital without c onsidering the fair value eguity 
increment." 

The Commission, therefore, ccncludes that it is fair and 
reasonable to consider in its findings on rate of return the 
reduction in risk to Hel:lane Eom.e•s eguity holders and the 
protection against inflation vhich is afforded by t he 
addition of the fair value increment to the equity co�ponent 
of Hebane Home's capital structure. Considering the current 
investment markets in which Hetane Home must compete for 
debt and equity capital and the other testi•ony reiating to 
rate of return, the Com11ission concludes that a rate of 
return of q_qoi on the fair value of Hebane Home's property 
used and useful in render ing telep hone utility service to 
its customers in Horth Carolina is just and reasonable. 
Such a return on fair value vill produce a return of 13.801 
on fair value equity, in cluding bot h book equity and the 
fair va lue increment, Mhich is just and reasonable. The 
actual return on original cost common eguity yielded by the 
rate of return of 4.qOJ multiplied by the fair value rate 
base is 14 .. 76%. 

The Commission bas considered the tests laid dovn by G .. s. 
62-133 (b) (q).. The Commission concludes that the rates 
herein allowed should enable the company to attract 
sufficient debt and eguity capital from the market to 
discharge its obligations and tc achieve and •aintain a high 
leve l of service to the public .. 

EVIDENCE AND CONCLUSIONS FOB HNDING OF FACT NO. 18 

The folloving schedules sumuari2e the gross revenues and 
the rates of return vhich the Company should have a 
reasonable opportu nity to achieve, based upon the increases 
approved herein. such schedules, illustrating the company's 
gross rev enue reguire■ents, incorporate the findings, 
adjustments, and conclusions heretofore and herein made by 
the Commission. 

SCHEDULE I 
MEBANE HOtlE TELEPHONE COMPANY, INC. 

DCCKET HO. P-35, SOB 6Q 
TOTAL COMPANY STA�EMENT OF INCOftE 

TWELVE MONTHS ENDfC ttAY 3), I 976 

Opera t_!_!!g�� 
Local service 
Toll 
Miscellaneous 
Uncollectibles 
Total opera ting 

revenues 

Increase 
Approved 

Afte r 
Approved 
Increase 

$ 512,499 $151,135$ 663,634 
299,. SQO 299,840 

39,350 39,350 
_J!!_. 36!!! 11 ,466) ___ (5_,_8_3_0) 

_847..E2 ....149,669 996, 99!! 
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Operating Revenue Deductions 
Maintenance 
Traffic 
Commercial 
Gen. Off. Salaries 

and expenses 
Other operating exFenses 
Depreciation 
Amortization 
Staff annualization 
adjustment 

Operating taxes other 
than income 

Interest on customer 
deposits 

Income taxes - State 
and Federal 

21li,337 
10, I I 4 
13,877 

122,429 
49, I 20 

225,013 
11,030 

2,522 

110,780 

32 9 

_75�,0?Q 

214,337 
IO, I I 4 
I J, 877 

122, Q29 
qg, 120 

225,013 
11,030 

2,522 

8,980 119,760 

329 

60. 522 813,592 
Total opera ting 

revenue deductions 
Net operating income 

for i:eturn $ 94,255 I 89,147$ 183,402 
=======-= ======= ========== 

Investment in Tele�hone_Pl!!!!! 
Telephone plant in 

service $5,030,501 
Less - accumulated 

depreciation 
Net investment in 
telephone plant 
in service 

Investment in Rural Tel�hong 
Bank Class B Stock __ ll.§L2QQ 

A llova,E.£g�_jf_Q r ki.ng_ffil:: i ta! 
Materials and supplies 
Cash 
Aver age prepayments 
Less: Ave rage tax 

accruals 

66,771 
3�, 386 

7,587 

24, 11 I 
__ .Ll!tll.!l 

$5,030,501 

_____ L083, 907 

---- __lll!,_2QQ 

66, 77 I 
35,386 
7,587 

24, 111 
I 2,278 customer deposits 

Total allowance for 
working capital ___ 13,352 ----

Net investment in telephone 
plant in service plus 
investment in Rural 7ele
phone Bank Class B Stock 
and allova nee for" liorking 
capital $4,13E,449 

Fair value rate base 

tlate of return on fair 
value rate base 

======== 

$q,168,226 sq, I 68,226 
========== ======== =========

2 .. 26% 4.40% 
========== ======== ========= 
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SCHEDULE II 
NEBANE HOME TILEPHOlfE COMPANY, INC. 

DOCKET NO. P-35, SUB 64 
TOTAL COttPANY ST�TEMENT OF INCOHE 

TWELVE MONTHS ENDED HAY 31, 1976 

Fair Value 
Rate Base 

Embedded 
Cost or 

Return on 
Common 

_Jlli!YJ. 

583 

Net 
Operating 

Income 

Present Rates - Fair Value Rate Base 
Long-term debt 

common equity 
Book $425,433 
Fair value 
increaent _29,77] 

$3,387,734 e1.28 3.56 s120,603 

455,210 10.92 (5. 79) (26,348) 

Cost-free capital __ _Jl..2£.282 7.a,"o,---------=-=-::=�
Total $4,168,226 100.00 $ 94,255 

========================================= 

__ ,!2Rr.Qved_l!�tes - Fair Value Rate Base 
Long-term debt 

Comm on egui ty 
Book $425,433 
Fair value 
increment _19,77] 

$3,387,734 e1 .28 3.56 s120,603 

455,210 10.92 13-80

Cost-free capital __ _]�282 7 •. ,8�0'--------�=���
Total $4,168,226 JOO.DO $183,402 

======================================== 

EVIDENCE AND CONCLUSIONS FOE FINDING OF FACT NO. f 9 

Rilliam R. Hupman, President of Mebane Home Telephone 
company, testified regarding the changes proposed in the 
Applicant•s rate schedules. Hr. Eupman propos ed an increase 
in the local coin pay station Late from (0¢ to 20¢. Mr. 
Hupman requested authority to place into effec t directory 
assistance charging, to eliminate c olor charges, and to 
increase no nrecurring charges as the Commissio n has approved 
for other companies. Hr. Hupman �rep osed to increase t he 
ratios between business and key trunk rates to 1.s and 
between business and PEX trunk ra tes to 2.5. 

William J. Willis, Jr., Rates and Tariff Engineer of the 
Commissio n's Tel ephone Rate section, testified r egarding his 
eva:l ua tion of the A.pplic·ant •s rate proposals and his 
recommendations for additional and alternative changes. In 
the area of local service rates, Mr. Willis noted that t he 
rate ratios recen t.ly set by the Commission for ot h er 
companies could produce large i£creases in the Applicant's 
business rates and suggested that smaller rate ratios should 
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be considered depending on the conclusions concerning 
revenue requirements made by the Commission in this docket. 
Hr. Willis suggested an ex1=ansion of the key trunk 
definition to include lines teraicating in three-line sets 
and sin gle-button sets as well as central o ffice lines 
terminating in key systems. Hr. iillis presented a revised 
service charge format which he recommended as mere equitable 
t han the farmat,used by the ApElicant and stated his support 
for increases in service charges under that schedule to a 
level more closely based on cost •hich would keep pace vith 
marketing methods and other changes that may follow from the 
FCC1 s equipment registraticn pi:cgram. 

Hr. Willis suppor ted 
inc rease in the local coin 
color telephone charges. 

the Applicant's 
rate and for the 

proposals for an 
elimination of 

Hr. Willis further recommended a change in the procedure 
for rating mileage services such as extension line, tie line 
and local private line service. Hr. Willis proposed that 
the Company change to a d irect air line method of measuring 
local mileage services. 

Hr. Willis also proposed changes in rates for certain 
�iscellaneous i tems. He stated ttat he had o�tained direct 
cost information figures frc• other companies concerning 
so�e of these items; as to the others, he stated that they 
vere being offered at rates vhich are out of line vith rates 
of other companies. 

Based o n  the testimony and exhibits of Hr. Hupman and Mr. 
Willis, the commission reaches the following conclusions 
with regard to the rates and charges to be approved for 
Mebane Home Telephone co11Eany: 

1- Basic Rate schedule

(a) The commission concludes that the ratio between
business and residence individual line rates
should be increased to approximately 2. 5 to I,
a level vhich the Commission, in its
discretion, believes to be just and reasonable.

(b) The Commission ccncludes that rates for PBX
trunks and key trunks should be in creased s·o
that they will sere nearly reflect relative
value of service and relative costs.

2. Service Charges

The commission concludes tha t Hebane Home•s service
charges should be increased to a level of costs
involved in doing the work and that the charges
applicable for each request should de pend on the
actual vork function:: involved. The increased
charges sh ould be implemented usin g the format
proposed by the staff.
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3. Coin Telephone Service

585 

The C 011l!lission concludes that there is a need to
adjust the lo�a� coin call charge from (oe to 20t.
While recognizing that, percentageviser this is a
large increaser the Co■mission notes that there have
been numerous increases in the cost of providing this
s ervice and that the chatge has not been increased
for over 20 years.

4. supplemental Services and Equipment

The Commission concludes that the provision of
suppleme ntal services an d equipment should not �esult
in a burden u�on subsctibers to basic service and
that the rates should he set accordingly.

5. Mileage Services

The Commission concludes that ·rates for local mileage
servic es should be based upon direct airline
measurement and that the rates should be increased to
more• closely cover the costs of this class of
service.

EVIDENCE AND CONCLUSIONS FOB FINDING OF FACT NO. 20 

Vern a. Chaser Chief Engineer of the Commission•s 
Telephone Rate Sectionr testified that directory assistance 
has become an expensive service to provide and that the use 
of directory assistance vill iDctease r not because there 
will he more subscribers but hecaus e more subsc rib ers vill 
.use the service excessively if steps are not taken to curb 
such use. Mr. Chase test ified that the cost of rendering 
directory assistance service r as �ell as the amount of the 
service used by each subscriterr can be identified. He 
stated that a charge for directcty assist ance is a fair vay 
to teduce usage and to allcv those using the service 
excessively (5 calls per month per subscriber) to pay 
accordingly since excess ive use generally involves only 
certain type s of busin ess and very fev residential 
subscribers. Mr. Chase recoanended the approval of the 
directory assistance charge plan as authorized for central 
Telephone Company. 

The Applicant offered no testimony concerning directory 
assista nc e charges. 

Based on the ahove r the Coumission concludes that charging 
for directory assistance inquirie s is an appropriate method 
of allocating to subscribers a portion of the cost of 
specific service s  used. A latge number of calls are made 
for information that is readily ava ilable. This practice 
places a burden on the general bcdy of ratepayers and is a 
hindrance to keeping basic charges for telephone service as 
low as possibler which is in the best interest of all 
subscribersr especially those subscribers with marginal 
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ability to maintain telephone service. A.n estimated 
reduction of approximately 60',i: c'f the directory assistance 
traffic is a clear example of the fact that a D.A. charge 
will, among other things, cause telephone users to consult 
the directory for desired numbets and to record numbers once 
obtained from other sources. The Commission is of the 
opinion that requests for directcry assistance create an 
identifiable cost which should te borne by those for whom it 
is incurred. 

The Commission concludes that an allowance of five (S) 
free cal.ls monthly vil.l adequately provide for the 
reasonable needs of nearly all subscribers for numbers not 
otherwise available and that a charge of $.20 for each local 
directory assistance request in excess of five (5) calls 
monthly per subscriber should be approved. The Commission 
further conc ludes that there should be no charge for toll 
directory assistance inquiries uade outside the home area 
code. With respect to the toll directory assistance 
inquiries made within the home area code, a matching plan 
should be implemented and subscribers should be allowed one 
free toll directory assistance inguiry for each sent paid 
toll call to a number in the home numbering area. The 
Commission is of the opinicn that a 60i reduction in local 
directory assistance· ca lling uay reasonabl y be expected. 
This would result in  an annual expens e decrease of $4,315 
and increased revenues cf $609. 

The Commission is of the Ofinicn that those persons vho 
are blind or other.vise physicall)' handicapped to the extent 
they are unable to use the telefhOne directory should be 
e xem.pted from D. A. ch arges. This D.A . plan is considered 
experimental until further Order relating to this service 
and until· a statewide D .A. charge p.lan is adopted for all 
regulated telephone companies in North Carolina. 

IT IS, THEBEPORE, CRDEBED AS ECLLORS: 

J. That the Applicant, Metane Home Telephone Company,
Inc., be, and hereby is, authorized to incrE!ase its North 
Carolina local exchange rates and charges to produce 
additional annual gross revenues not to exceed $151,135 
based upon stations and operations as of May 31, 1976, as 
hereinafter set forth in Appendices A, B, and C. 

2. That the rates, charges, ar.d regulations set forth in
Appendices A, B, and c attached hereto, which will produce 
additional gross revenues of approximately $151,135 from 
said end-of-test period custc�ers, be, and hereby are, 
approved to be cha_rged and i1q:lemented by the Applicant, 
effective on bills* to be rendered on and after the date of 
this Order except as noted hereinafter. 

*Corrected ty Errata Order dated 3-23-77.

3. That the Applicant shall file withi n seven d ays from
the date of this Or der the necessary revised tariffs 
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reflecting the above changes in rates. charges, and 
regulations shown in Appendices A and B. Revised tariffs 
reflecting the provisions in Appendix C shall be filed JO 
days prior to the effective da�e cf said provisions. 

4. That t he Applicant shall file monthly reports on the
conversion of coin pay stations tc the $.20 charge until 
such conversion is completed. The reports shall include as 
a minimum the total number of staticns in service by class 
(public, semipublic) and typ e (triple-slot, single-slot) and 
t"he number of stations by class and type convected or 
replaced. The final ceport shall includ e the date on vhich  
all conversions were completed. 

5. That the Applicant be, and h_ereby is, authocized to 
begin dicectory assistance charges in accordance with 
Appendix C attached hereto within 62 days of the date of 
this Oeder and aftec the NOTICE attached hereto as Appendix 
D is given to its subscribers as a bill insert or by d irect 
mailing within 15 or mace days before dirEctory assistance 
charges become e ffective. Fcrther, that the Applicant 
shall, within 30 days after directory assistance charges 
become effective, mail as a bill insert the REMINDER, also a 
part of Appendix D, to all s ubscribers. 

Should the Company te unable 
assistance charges in accordance with 
i t  shall so advise the Commission. 

to initiate 
the above 

directory 
provisions, 

Further, that the Applicant shall place in its telephone 
directory the informaticn included in•Appendix D rela ting to 
directory assistance. 

6. That the Applicant shall report to the Commission 
immediately upon restoring to used and useful service of any 
�ustomer th e plant formerly used to serve Dow Badische. 
Further, th at the Applicant shall fil e with the Chief Clerk 
of the Commission a c alcula ticn of the level of earnings 
actually achieved �uring the 12-month period ending wit h the 
month immediately preceding the nonth in vhich service is 
rest ored to the Dow Badische plant, and a pro forma 
calculation of the level of earnings which the Company 
expects to achieve, based on the same J2-month period 
indicated above, inclu ding appropriate adjustments to 
reflect the restoration of service to the Dov Badische 
plant. Further, that the Applicant shall reflect, in the 
cal culations filed with the Chief Clerk, actual and pea 
forma rates of return on investment  and on common equity and 
that such calculaticns shall include copies of all 
supporting workpapers. 

ISSUED BY ORDER OF THE COMHISSICN. 
This the 4th day of March, 1�17. 

NORTH CAliOlINA UTILITIES COMMISSION 
Katherine M. Peele. Chief Clerk 
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APPENDll A 
!!EBARB ROHE TELEPHONE COMPANY, INC. 

DOCKET NO. P-35, SUB 64 

BASIC LOCAL S1RVICE 

Residence Individual Line 
Business Individual Line 

OTHER LOCAL �!Bll_g§ 

Residential Key.Trunk 
Business Key Trunk 
PBX Trunk 

DIRECTORY 1!.§l.llGS 

Hon thly Rate 
$ 8.65 

21. 65

10.80 
27. 00
ijJ. 30

Non-published numbers 
Hon��ill Charge Monthly Rate 

$ I. 00 

COIN TELEPHONE 2.fil!.!!CE 

Local Message Charge 
Semipublic Guarantee 

$.2 0 
32.50 

Rote: Par the remainder of Appendix A and Appendices e, c, 
and D, see official Orde.t in the Office of the Chief 
Clerk. 

DOCKET NO. P-118, SUB 7 

BEFORE THE NORTH CAROLINA OTILIUES COHHISSION 

In the Matter of 
Application of Hid-Carolina Telephone 
Company for Authority tc Increaee its 
Rates and Charges in its Service Area 
within North Carolina 

ORDER SETTING 
RATES AND CHARGES 

HEARD IN: 

BEFORE: 

APPEARANCES: 

The Commission BEaring Room, Ruffin Building, 
One West Horgan street, Raleigh, North 
Carolina, on November 9 and 10, 1976, at 10:00 
a. m.

Chairman Tenney I. Deane, Jr., Presiding, and 
Commissioners v. Lester Teal, Jr., and w. Scott 
Harvey 

For the Applicant: 

F. Kent Burns and James M-. Day, Boyce,
Hitche11, Burns & Smith, Attorneys at Lav, Post
Office Box 1406, Raleigh, Horth Carolina 27602
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For the Attorney General: 

Jesse c. Brake 

589 

and Richar d L. Griffin, 
General , Department of 

Box 629, Raleigh, North 
Associate A ttorne:ys 
Justice, East Office 
Carol ina 27602 
For: The Using and Consuming Public 

For the commission Staff: 

Robert P. Page and Dwight w. Allen, Assistant 
Commissicn Attorney�, North Carolina Utilities 
Commi ssion, Post Office Box 991, Haleigh, North 
Carolina 27602 

BY THE COMMISSION: On June 30, 1976, Hid-Carolina 
Telephone Company (hereina fter referr ed to as Hid-Carolina� 
the Company or the Applica nt) filed a n  applica tion vith this 
Commission for authority to adjust and increase .its rates 
and charges for customers in its North Carolina service area 
in the amount of $590,772 in additional annual local service 
revenues. Hid-Carolina Fropose d t o  make the nev rates 
applicable to all bills for local service rendered on and 
aft er' August I, 1976. Also cn·June 30, 1976, the 'company 
prefiled testimony and exhibits of its five witnesses and 
the ra te case informa tion required by the Staff in 
accordance with the Ccmmistion• s Order in Dock.et No. H-1 DO, 
Suh 58. 

On July 20, 1976, the Commission issued an Order setting 
the matter for investigation ana bearing, requiring Mid -· 
Carolina to give notice o f  the application and hearing to 
its customers, declaring the test period to be the 12 months 
end ed "February 29, f 976, and requiring the Col!lpany to submit 
additional data. 

Following publication of the notice of bearing, the 
Commission received several letters of protest to the 
proposed increase vbich were placed in the Commission•s 
official file herein .. Thereafter on Septemb er 9, 1976, the 
Attorney General filed No tice of Intervention and the same 
vas recognized by the commission in an Order issued on 
September I 5, 1976. 

On September 23, 1976, in a c.larifying Order the 
Commission specifically declared the pending ■atter to be a 
gene�al rate case pursuant to G.S. 62-J37 and suspended the 
proposed rate increase  for a period of up to 270 days from 
and after August I, 1976, the proposed effective date of the 
increased rates and charges .. 

on September 27, 1976, a protest to the proposed increase 
was filed by the Mayor and City Commissioners of the Tovn of 
Denton, on behaif of the comFaDJ1s subscribers in the Denton 
exchange. on October 13, (976, the Commission received a 
letter of pr otest from Hovell Harrison, acting for the 
Denton Consumers committee.. Enclosed vith the letter vas a 
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petition containing the signatures of approximately 7U7 
residential subscribers and 102 business and commercial 
subscribers. The purpcse of the pet ition was to oppose the 
proposed rate increase. 

Following the exchange of additional data, testimony and 
exhibits sponsored by the Commis.sion Staff vece prefiled on 
October 21, 1976. The public hearing in this matter began 
on November 9 ,. 1976. 

The Applicant offered the testi�ony and eihibits of five 
witnesses as follows: (I) Philip L. Hamrick, President of 
Mid-Carolina Telephone company and North Ca rolina Division 
11anager of Mid-Continent TElephone corporatj,.on (Mid
Carolina• s parent), testified ccncerning the origins, makeup 
and history of Hid-Carolina, the relationship between Hid
Carolina a nd �id-Continent, the service Agreement between 
Hid-Carolina and Hid-contine nt lelephone Service corporation 
(another subsidiary . of Kid-continent), the company's 
franchised territory and customers, its plant in s�rvice and 
financing, its estimated c apital expenditures in the near 
term future, its needs for rate relief and its proposed rate 
structure changes; (2) Franklin D. Ro11an, Regional 
controller far Mid-Continent Telephone service Corporation, 
testified c oncerning test year operations , including 
original cost of plant in service, depreciation, allowance 
for working capital, materials and supplies, and test year 
revenues and expenses and offered 12 schedules in support of 
his testimony; (3) Robert D. Bonnar, Vice President
Controller of Mid-continent Telephone corporation, testified 
with regard to Mid-Continent's ccIForate operating structure 
and subsidiaries, with em phasis placed upon Hid-Carolina•s 
affiliated relationships, particularly the Service contract 
between Mid-Carolina and Mid-Cont inent Telephone service 
corporation: (4) John n. Bussell, Executive Vice President 
of Associated Utility servic es, testified concerning his 
replacement c ost appraisal of  Mid-Carolina's telephone plant 
in service; and (5) Joseph F. Brennan, President of 
Associated U tility Services , testified with regard to the 
fair rate of. return vhich Hid-Carolina should te a.llowed the 
opportunity tc earn. 

The commission Staff offered the testimony and exhibits of 
eight (8) witne sses as follows: ( I) Vern w. Chase, Chief 
Engineer of the Telephone Rate  Section, testified concerning 
his study of directory assistance charges for Hid-Carolina; 
(2) James s. Compton, Telephcne Engineer in the Telephone
Service Section; presented information relating to quality
of service, central office engineering and reasonableness of
the need for plant investment; (3) Gene A. Clemmons, Chief
Engineer, Telephone service Sect ion, North Carolina
Utilities Commission, presented his study of comparative
prices for p urchases made by Mid-Carolina from· its
affiliated supplier, Buckeye Telephone and supply company;
(4) Hugh L. Gerringer, TelepbcDe Engineer in the Telephone
Rate Section, offered testimony on the status of Mid
Carolina1s toll settlements vith southern Bell Telephone and
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Telegraph Company and Lexington Telephone company for the 
test period and on his deteraina tion of the Company•s 
representative toll revenues for the test period; (5} 
William Dudley, a Staff AcccUDtant for the Commission, 
·testified concerning the Company• .E. test-period original cost
net investment, revenues, expenses and returns on original 
cost n et investment and common e9uity under existing and 
proposed rates; (6) William J. Wi.llis, Bates and Tai:-iff 
Engin.eer in the Telephone Bate Section, testified vith 
regard to his evaluation of tbe structure of the Company's 
proposed tariffs; (7) Eugene H. Curtis, Operations Analysis 
Engineer, commented upon his analysis of the Company's 
replacemen t cost appr aisal and his opinion of the fair value 
of the Company•s plant in service to Nort h Carolina 
customers; and (8) Edwin A. Rosenberg, Economist in the 
Operations Analysis Section, testified concerning the cost 
o f  capital tc Hid-Carolina as it relates to the fair rate of
return which the company should be allowed the opportunity
to earn.

Four public Yitnesses appeared and offered testimony in 
oppos ition to the propo sed rate increase. The witnesses 
also voiced criticism o f  the Company's quality of service 
and local c�lling scope. Three of the witnesses, Rovell 
Harr ison, Jack Briggs and Robert Cacroll, were customers of 
Kid-carclina•s Denton exchange. 1he fourth witness, Richard 
Thurston, was an attorney representing the town boards and 
subscribers of nid-Carclina • s eJcha nges in Rockwell and 
Granite Quarry. 

Following the receipt 
briefs and oral arguments 
record in this docket vas 

of such testimony and exhibits, 
11er e ,aived by all parties and the 
closed. 

Bas-ed upon the entire reccrd of evidence in this 
proceeding, the commission 0011 1rakes the fellowing 

FINDINGS OF FACT 

I. That Mid-Carolina is a duly franchised public utility
providing telep?one service tc its subscribers in North 
Carolina and 1s a duly created and existing corporation 
authorized to do business in North Carolina and is lawfully 
before the Commission in this proceeding for a determination 
of the justness and reasonableness of its Froposed rates and 
charges as regulated by the Utilities Commission under 
Chapter 62 of the General statutes of North Carolina. 

2. That Hid-Carolina 1i1as c.cea·ted on May 30, 1974, b! the
merger cf £'Our former operating tElephone utilities, i.e., 
Eastern Rowan Telephone Company, Thermal Belt Telephone 
Company, Mooresville Telephcne Company and Hid-Car olina 
Telephone company (for■erly Denton Telephone company}. 

3. That Mid-Carolina, vith headquarters in Matthews,
North Carolina, serves approximately 26,940 total stations 
through six exchanges located in nine counties in North 
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Carolina and tvo exchanges located in two counties in South 
Carolina. 

4. That the present proceeding is the first general rate
application filed by Hid-Carolina since the merger on May 
30, 1974. The predecessor ccmFanies of Mid-Carolina were 
last granted rate increases as follows: (a) Eastern Rowan 
Telephone Comfany August, 1969, (b) Hid-Carolina
(formerly Denton) Telephone Company August, 1969, (c) 
Thermal Belt Telephone company January, 1972, and (d) 
l'looresville Telephone comFany - May, 1973. 

5. That the test period used in this froceeding for the
purpose of e stablishing rate s as required by the Commission 
is the 12-month period ended February 29, 1976. 

6. That the annual increase in rates and charges sought
by the Applic.int is $590,772. 

7. That, while the overall quality of service provided
by Hid-Carolina to its customers iD its Horth Carolina 
service areas is adequate, the co■mission finds that tvo 
aspects of service to customers in the Denton exchange - DDD 
call completion and DDD transmission noise - are inadequate. 
However, such inadequacy is not solely caused by or 
a ttributable to Mid-Carolina but is also t�e responsibili ty 
of three other interconnecting telephone companies. 

8. That there is no excess plant investment,
prices paid by Hid-Carolina tc its affiliated 
reflected from the record in this case. 

based upon 
supplier, 

9. That the original co st of Hid-Carolina's investment
in telephone plant used and useful in providing telephone 
service in North Carolina is $14,620,408. From this amount 
should be deducted the reasonable accumulated provision for 
depreciation of $4,069,737, resulting in a reasonable 
original cost less depreciation of $(0,550,671. 

10. That the reasonable replacement cost less 
depreciation of Hid-Carclina•s plant used and useful in 
providing telephone service in North Carolina is 
$i2,ij96,096. 

I). That the fair value of tbe Company's plant used and 
useful in providing tele�hone service in North Carolina 
should be derived from g1.u.11g 1/2 veig1:1,ting to the 
reasonable original cost less depreciation of $J0,550,67J 
and 1/2 weighting to the replace1ent cost less depreciation 
of $12,496.096. By using this �ethod, the commission finds 
that the fair value of Mid-C arolina's utility plant devoted 
to telephone service in North Carolina i s  $11,523,384. 

J2. That the reasonable allo11aDce for vorking capital for 
Kid-Carolina is $98,809. 
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13. That the fair value of Kid-Carolina •s p.lant in
service to North Caro.lina custoners at the end of the test 
year is $1 f ,523,384. This fair value includes a reasonable 
fair value increment of $972,713. The fair value of ftid
Carolina•s plant in service of $1 I ,523,384 p'lus the 
reasonable allovance for vorking capital of $98,809 yields a 
reasonable fair value of Company froperty used and useful to 
.customers in North Caroliria o f  !11,622, 193. 

14. That the appropriate level of end-of-test-period toll
revenues is $ I ,311, 381. 

1 s. That Hid-carclina• s reascoahle operating revenues net 
of nncollectibles for the test year, after appropriate 
accounting and pro forma adjustments, under present rates 
are approximately $3,246,220 and under the company's 
proposed rates would have been approximately $3 ,83 f ,288 .. 

J6. That Mid-Carolina's test year expenses or operating 
revenue deductions, after accounting and pro forma 
adjustments, including taies and interest on cu stomer 
deposits, are approximately $2,SSB,830 which includes an 
amount of $720,841 for actua1 investuent currently consumed 
through reasonable actual depreciation. 

17. That the capital structure which is proper for u se in
this proceeding is the following:

il� 
(a) 

Long-ter11 debt 
Short- term debt 
Common egui ty 
Cost-free capital 

Total 

1.fil.£fil!! 
(b) 

4 I. 3 I l 
6.37% 

44.91� 
__ 2..m 
I 00. 00% 
====== 

10. That, when the excess cf the fair value of the
Company's property used and useful at the end of the test 
year over and above the original cos.t net investment (fair 
value increment ) is added to the equity component of the 
original cost net investment, the fair value capital 
structure is as follows: 

Long-term debt 
Short-term debt 
Comaon egui ty 
Cost-free capital 

Total 

]!l;,ment 
(b) 

37. 85J
5. 84%

49.52%
6. 79%

"joo." 00% 

19.. That the Company's proper embedded cost of long-term 
debt is 4.39'.(. The proper cost of short-term debt is a. 51. 
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The fair rate of return which should be applied to the fair 
value of property (or rate base) is 7.B�. This return on 
Hid-Carolina's rate base vill allow the Company the 
opportunity to  earn a return of t3.1ii on common equity and 
a return of I 1.39% on fair value equity after deduction of 
the em bedded cost of debt. such returns on rate base, 
common equity and fair value eguity are jus t and reasonable. 

20. That Mid-Carolina should be allowed to increase its
rates and charges so as to produce $569,497 in additional 
annual gross revenues in o rder for the Company to have an 
oppor t uni ty, throu gh efficient management, to earn the rate 
of return on the fair value of its property which the 
commi ssion has f ound to be reascnable and fair. 

21. That the schedule of rates, charges and regu lations
attached hereto as Appendices A, B, and c of this Order are 
found to be just and reasonable, and the same should be used 
by the Company to generate the $569,�97 additional annual 
gross revenue requirement. 

22. That charging for directory assistance is an 
appropriate means of relieving these suts cribers who do not 
use directory assistance excessively of the cost of said 
service and requiring those vho use the serv ice exc·e ssively 
to pay i n  accordance wi th the service used. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. I - 6 

The evidence for the foregoing findi ngs is contained in 
the verified application, the testimony of Company witness 
Hamrick and previous commission orders in this and prior 
dockets. such findings are esse ntially procedural and 
jurisdictional in nat ure and were not contested during the 
presentation of evidence herein. 

EVIDENCE AND CONCLUSIONS FOE FINDING OF FACT NO. 7 

The evidence for this find ing is cont ained in the 
testimony and exhibits cf Coapany witness Hamrick, the 
testim on y  and exh ib its of staff witness Compton and the 
test imony of public protestant liitnesse s Harrison, Briggs 
and Carroll. 

Mr. Hamrick, Presi dent of  Mid-Caroli na, stated that the 
Company vas continucu�ly striving tc improve servi ce to its 
custome rs in all areas. He  cited community feedback, lov 
trouble reports and new construction as reasons for his 
opinion that service was good. 

Mr� Compton stated that the 
failures by Hid-Carolina to meet 
the following areas: 

results of his test.s shoved 
Commission objectives in 
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(I) Intraoffice dial fai1ure:: 
(2) EAS transmission loss 
(3) DDD transmission loss 

( 4) Operator answer time 
(5) Business office ansver time 
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Rhile the intraoffice dial failures and the EAS 
transmission loss tests vere belcv Commission objectives, 
Mr. Compton indicated that his test results shoved that the 
company vas within one-half percentage point of the 
Commi ssion objective in these areas .  The problems 
experienced with operatcr answer time resulted from operator 
services provided by another c ompany and are not cau sed 
directly· by Applicant's system. Mr. Compton did not find 
the DOD transmission loss probleBs in the Denton exchange to 
be as severe as those testified tc by the public witnesses. 
Be s tated that he found that the DDD transmission loss 
problems in Denton had originated beyond Lexington and, 
thu s, such problems vere not directly on Mid-Carolina's 
lines. 

The three public witnesses frcm the Denton exchange (Hr. 
Harrison, Mr. Briggs and Mr. Carrell) complained of a loV 
toll-free calling scope and difficulties in completion of 
long-distance calls as vell as transmission noise problems 
vith such calls. The other public witness, Mr. Thurston, 
represented subscribers in Rockiell and Granite Quarry and 
vas opposed to the size of the pccposed increase. He stated 
tha t subscribers in these areas generally had no complaints 
with t he service being cffered. 

From the foregoing evidence the Commission concludes that, 
while the Company should vork to improve i ts intraoffice 
dial fa ilures, EAS t ransmission losses and operator and 
business office answer times, tbe over all level of service 
offered by Mid-Carolina to its sutscribers in Nor th Carolina 
is adequate and that no penalty for poor quality service 
should be imposed upon rate base or rate of return. Based 
upon the testimony of Hr. Compton and the public witnesses, 
however, the Commission concludes that service being offered 
to Denton subscribers is inadeguate in two respec ts DDD 
transmission noise an d completion of long-distance calls. 
The Commission realizes that the fault does not lie solely 
with Mid-Carolina but lies also with th ree connecting 
companies Lexington, central and Nor th state. The 
Commission hereby takes note cf this problem and concludes 
that Hid-Carolin a, Lexington, Central and North state 
Telephone companies and the Ccnnission•s teleph one service 
engineers should be directed tc EUrsue this p roblem to its 
source until the problems in �entcn are cleared up. 

EVIDENCE AND CCNCLOSIONS EOR FINDING OP FACT NO. 8 

The evidence in this case relating to the reasonableness 
of purchases by Mid-Carolina from its affiliated supplier ,  
Buckeye Telephone and supp ly Ccmpany, consists of the 
testimony of Company witness Hamrick and Staff witness 
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C1emmons. Company witness Hamrick stated on cross
examination that Mid-carolina•s policy ordinarily is to 
purchase from Buckeye.· Be fui:ther s'tated that Hid-Carol.ina 
vould have .the right to go outside of Buckeye if items vere 
needed on a quicker basis or if there vas a significant 
price difference. The witness further stated on cross
examination that it is not Hid-Carolina's pol.icy to solicit 
bids from other potential .suppliers. 

Staff witness Clemmons concluded from his study of the 
prices paid by �id-Carolina to Buckeye that there vas not 
clear justification for an adjustment in this rate case. He 
pointed out that some itess purchased froa Buckeye vere at 
higher prices than were paid by so■e other independent 
telephone companies, but that in cons idering their purchases 
overall from Buckeye, the prices paid were competitive. 
Witness C1emmons pointed out that, vith t he. exception of 
central office switching equipment, eid-Carolina nov 
purchases essentially all of its Flant from Buckeye. 

Based on the evidence of record, the commission concludes 
that there is not suffici ent justification for an adjustment 
·in. this rate case because of unreasonable prices paid by
!lid-Carolina. on purchases from its affiliated supplier, 
Buck eye. Telephone and sun:lj. Company. However, the 
Commission emphasizes that the prices paid by regulated 

·operating telephone companies on purchases from .affiliated 

suppliers is an area of concern to the commission. The 
Commission vi11 continue to reviev the reasonableness of the 
prices paid by Hid-Carolina on its purchases from Buckeye. 
Appropriate adjust■ents vill he mad e in future cases if 
Unreasonable prices are found. 

EVIDENCE AND CONCLUSIONS FOB FINDING OF FACT NO. 9 

Company witness Rovan and staff witness Dudle y 
different amounts for t elephone p1ant in service 
asso ciated accumulated depreciaticn as fol10vs: 

presented 
and its 

Original cost of telephone plant 
in service 

Less: Accumulated depreciation 
Net original cost of telephone 

plant in service 

company 
Witness 
_Rowan_ 

$1 q,656,650 
q,05q,oq1 

$10,602,603 

Staff 
Witness 
Dudley_ 

$14,620,408 
q,069,737 

$10,550,671 
===== ===== 

With respect to th e original cost of North Carolina 
telephone plant in service, the witnesses disagree in the 
amount of $36,242. company witness Rovan determined the 

cost of North.Carolina. telephone plant in service by the use 
of tvo ■ethods. Por plant assets vith a specifically 
identifiable Horth .·Carolina location, he relied on the tot al. 
cost appearing in the co■pany•s continuing property records 
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as being properly allocable to North Carolina plant in 
service. For the remaining plant assets not specifically 
identifiable

0

betveen North and south Carolina locations, 
Company witness Rowan utilized the ratio (.889) of North 
Carolina main stations to total main stations as the basic 
�ethod of allocation between tbe two states. 

Staff witness Dudley concuz:red with the plant account 
allocations made by Company witness Row an, except for the 
following four plant accounts: organization costs, land, 
buildings and central offic e equipment. Company vi tness 
Rovan allocated the entire talance ($16,596) in the 
organization accoun t  to Herth Carolina plant in .service. 
Staff witness Dudley testified that the allocation of 
organization costs to North Carolina plant in service should 
be made in accordance with the ■ethod used by the Company in 
allocating plant account talances not specificall.y 
identifiable bet11een North and South Carolina. Witness 
Dudle y  further testified that tke organization costs account 
balance is composed of costs incurred in- merging Hid
Carolina's four predecesscr c on:Eanies and that the· merger 
included the South Carolina portion of the former Thermal 
Belt Telephone company. In addition, Company witness Rowan 
agr e_ed on cross-examination tbat both south Carolina and 
North Carolina subscribers are benefiting from the merger 
consummated in I 974 and tha·t a FOrtion of the organization 
costs sh ould be all ocated to South Carolina. The Commission 
concludes that a reasonable pcrtion of t he o rganization 
costs should be allocated to South Carolina plant and that a 
reasonable ba sis of all ocation is the North Carolina average 
main station ratio since the costs cannot be specifically 
identified between the tvo states. Consequently, the 
commission concludes that the adjustment made by Staff 
witness Dudley to allocate St,842 of organization costs to 
South Carolina plant in service is reasonable and that the 
proper amount of organization costs to be included in North 
Carolina plant in service is $14,154. 

With respect to the cost of land and buildings allocated 
to Horth Carolina plant in service, the company aµd Staff 
witnesses disagree in the a■ounts of $4,620 and $30,025, 
respectively. Company witn ess Rowan relied on Mid
Carolina's continuing property records to deter■ine the end
of-test-period account balances for land and buildings 
physically located in North Carclina, and he determined that 
these amounts were properly allocable to North Carolina 
plant in service. sta ff witness Dudley agreed that  the use 
of the c ontinuing property records vas appropriate for 
allocation of all land and buildings to Horth Carolina, 
except for th ose physically locat ed at Tryon, North 
Carolina. Staff witness Dudley testified that the building 
at Tryon. North Carolina, ·served both North and South 
Carolina subscribers in a commercial and administrative 
capacity, and, consequently, that a portion of the cost of 
the Tryon building which is dedicated to the service of 
South Carolina subscribers should be allocated to South 
Carolina plant in service in order that North Carolini 
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subscribers not be required tc i;a:y a return on the tota1 
cost of a building which is not totally devoted to serving 
them. The same reasoning is aFtlicable to the cost of land 
on which the Tryon building is situated. Company witness 
Rowan agreed on cross-examinaticn that the land and building 
located at Tryon, Herth Ca rolina, served both North Carolina 
and South Carolina customers and that a portion of the cost 
of the land and building should be allocated to South 
Carolina. 

The Commission concludes that North Car olina subscribers 
should be required to pay a return only on the cost of 
property used and useful in serving them and that Staff 
witness oudley•s adjustment to allocate a porti on of the 
cost of Tryon land and buildings to South Carolina plant is 
reasonable. Furth ermore, the Commission concludes that 
Staff witness Dudley's adjustwemt to restore $1,351 to the 
North Carolina land.account balance due to the Company's 
errone ous recording of a miscellaneous physical property 
s ale during the test period is appropriate. The proper 
amount of cost of land and buildings all ocated to Horth 
Car olina plant in service is $40,997 and $468,844, 
respec-tively .. 

The final plant account in which a difference exists 
between the amounts presented by company witness Rowan and 
Staff witness Dudley is central office eguipment. company 
witness Rowan utilized the end-cf-test-period central office 
equipment balance per the Ccmfany•s continuing property 
records as the amount to te allocated to North Carolina 
plant in service. Staff 1dtness Dudley testified that 
during his investigation he discovered that the Company's 
balance in this account as given in the minimum fi1ing 
requirements was misstated by $2ll5 as compared to the amount 
contained in the comFany•s continuing · property records. 
staff witness Dudley's adjustment simply bi:ings the 
Company•s North Carolina central office equipment balance 
into agreement with the continuing proFerty records. The 
prope r amount of �entral office equipment allocable to  North 
carol.ina plant in service is $1.1,073,820. 

The commission conclud es that $14,620,408 is the original 
cost of North Carolina telephone plant in service. 

The company and Staff witnesses disagree on the amount of 
accumulated depreciation to be deducted in determining the 
North Carolina net teleFhone flant in service. company 
witness Rowan's deduction of accuaulated depreciation is the 
book end-of-test-period amount of $Q,054,047. Staff witness 
Dudley made three adjus�ments to this amount to deteraine 
his end-of-peri od accumulated depreciation deduction of 
$4,069,737. First, staff witness Dudley reduced the end-of
test-period b ook balance of the Horth Carolina accumulated 
depreciation by $9,109 as a corresponding adjost■ent to his 
removal of $30,025 of depreciable plant in service from 
North Carolina to south Carolina. Since the commissi on has 
previously accepted the adjustaent to telephone plant in 
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service, the Commission concludes that the 
reduction of accumulated deEreciation 
appropriate. 
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cot"responding 
by $9,109 is 

Secondly, Staff witness Dudley reduced accumulated 
depreciation by $7,830, which resulted from his use of a 
differe nt factor to allocate depreciati on exp ense to North 
Carolin a. Company witness Rowan allocated total tes-t-period 
depreciation expense to North Carolina operations on the 
basis of the ratio ( .. 889) of North Ca rolina m ain stations to 
total main stations. Staff witness Dudley testified that a 
more reasonable basis of allocating depreciation expense to 
North Carolina is the use of the North Carolina depreciable 
plant in service ratio (.�79) because depreciation expense 
is mor� closely associated with the cost of North Carolina 
depreciable plant in service as ccmpared to the number of 
main stations. company witness Rowan agreed on cross
examination that the use of the deprec iable plant ratio 
wou�d be a better basis upon which to  allocate depreciation 
expense.to North Carolina than the use of the main station 
ratio. 

The Commission accepts the depreciable plant in service 
ratio as the more appropriate allocation basis and accepts 
Staff witness Dudley's adjustment of $7,830 to test-period 
depreciation expense and the ccrresponding adjustment of an 
equal amount to accumulated depreciation. 

The third adjustment made by Staff witness Dudley 
increases the accumulated depreciation balance by $32,629 tQ 
bring it to an end-of-period level following his end -of
period depreciation expense adjustment.. Company. witness 
Rowan made an end- of-period depreciation expense adjustment 
but did not t1ake t he corresponding adjustment to acc umulated 
depreciation. Staff witness Dudley testified that, since 
r atepayers are being asked to pa1 in rates to cover an 
additional $32,629 of depreciatici: expense as if the· end-of
test-period plant in service had teen in service during the 
entire test. period, the acc�mulat ed depreciation balance 
should be increased as if the end-of-test-period plant had 
been in service the entire test period. The Commission 
con cl udes that it would be  inconsistent to allow the company 
to increase its depreciation expense to an end-of-period 
level and not corresEondingly' increase the accumulated 
depreciation balance.. The Commissi on, therefore, accepts 
staff witness Dudley's upward adjustment of $32,629 to 
accumulated depreciation. The Commission concludes that the 
proper deduction for accumul ated depreciation is $4,069,737. 

The Commission finally concludes that the reasonable cost 
of Hid-Carolina's net telephone pla nt in service for use in 
this proceeding is $10,550,671. 

EVIDENCE AND CONCLUSIONS FOB FINDING OF FACT NO. 10 

The evidence for: = this finding is contained 
testimony and exhibits of company witness Russell.and 

in the 
Staff 
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witness Curtis. company witness Russell, a consultant to 
Kid-Carolina Telephone Company, testified vitb respeCt to 
his determination of the net trended original cost valuation 
of Kid-Carolina's North Carolina properties used and useful 
in furnishing telephone service as  of February 29, 1976. 
Vit�ess R ussell calculated his net trended original cost by 
computing a surviving investment, a reproduction cost nev, a 
replacement cost which corrects plant in service for 
economies of scale, and a condition percent based on an 81 
present worth analysis for calculating accrued depreciation. 
Witness Russell calculated bis replacement cost less 
depreciation and provided this figure to company witness 
Rowan. witness Rovan added in the working capital to the 
intrastate portion of the ne t replacement cost ca1culated by 
Russe11 and called the result Fair Value Rate Base. 

Staff witness Curtis agreed 11ith the reproduction cost new 
and replace11ent cost. as calculated by company witness 
RUsselL. Th ere vas a difference of opinion as to the value 
of depreciation to be deducted frOm replacement cost. 
Witness Curtis calculated a condition percent based on book 
reserve in figuring the accrued depreciation. A comparison 
of the book reserve, the tbeClretical reserve, and a 01 
interest or present worth factor applied to the Remaining 
Life method shoved ccmFarabl.e resul.ts. Witness Curtis 
contended, and the commission concurs, that a condition 
percent related to the book reserve is appropriate for 
calculating accrued depreciation in this case. 

The commission concludes that the reasonable replacement 
cost less depreciation of Hid-Carcl.ina•s telephone plant in 
service at February 29, 1976, is !12,496,096� 

EVIDENCE AND CONCLUSIONS FOli UNDING OF FACT NO. 11 

Having determined that the appropriate original cost of 
net investme nt in plant is $10,550,671 and that the 
reasonable consideration of net replacement cost of such 
plant is $)2,496,096, the Commission must determine the fair 
value of Hid-Carolina•s net plant in serv ice. 

The company, in its calculation of fair value of plant, 
gav e no weighting to the original cost o f  such plant. 
Instead, the company aerely tciok the result of the 
replacement cost less depreciation study performed by  
witness Russell, added in the allowance for working capital 
and called the result its Pair Value Rate Base. ,_G. s. 62-
133 (e) (I) requires the Commission to ascertain the "fair 
value of the public utility's property used and useful in 
providing the service rendered to the public within this 
stat e. n In a.aking such . determination, the Statute requires 
the· Commission to consider, among other . things,, 11the 
reasonable·original cost of the [utility's] property less 
that portion of .the cost which has been consumed by previous 
use recovered by depreciation expense." The Commission is 
of the opinion that the Companj•� calculation of fair value 
is deficient in that it gives no �eight to original. cost. 
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Staff witness Curtis testifiEd that, in his opinion, the 
replace■ent cost less dEpreciatiot sh ould be weighted by a 
per centage factor equal to the Co■pany•s equity ratio and 
that the original cost less depreciation should bE weighted 
ty a percentage factcr equal tc the Co■pany•s debt ratio. 
The Co■■ission is not prepared to say that a blind weighting 
of the replacement cost an d the original cost in the sa■e 
proportion as the equity and debt portions of the capital 
structure is the appropriate ■ethod for it to exercise its 

·expert judgaent in this i■portant area of rate■aking.

The Co■■ission is of the opinion and th us concl udes that a 
weighting of 501 should be given to both the net original 
cost and the net replaceaent cost. By weighting the 
SI0,550,671 and the $12,496,096 by a 501 factor, the fair 
value of ftid-Carolina•s util ity plant devoted to intrastate 
telephone service in North Carolina is $11,523,384. 

EVIDENCE AND CONCLUSIONS FOE FINDING OF FACT NO. 12 

Company witness Bowan an d St aff witness Dudley each 
presented a differe nt a■cunt for the working capital 
allowance. Both witnesses co■puted working capital 
allowances consisting of cash (1/12 of operatin� expenses 
excluding depreciaticn and taxes), end-of-perio d ■aterials 
and supplies, and average prepayaents, less average tax 
accruals and end-of-period custoaer deposits. There are 
significant differences in the aethods of co■puting several 
co■ponents of the allowance as deterained by Coapany witness 
Rowan and Staff wit ness Dudley. !ach witness co■puted the 
cash co■ponent of the working cafi tal allowance by dividing 
opera ting expenses (excluding depreciation and taxes) by 12. 
Company wit ness R owan used, for purposes of this 
coaputation, expense a■ounts deterained on bis Schedule 5, 
Page I of 24, while Staff witness Dudley used expense 
a■ounts deter■ined en his Schedule 3. The Coa■ission 
recognizes that the differen ces tetveen the expense aaounts 
used by the two witnesses result fro• adjust■ents presented 
by Staff w itness Dudley. Under Evidence and Conclusions for 
Finding of Fact No. 16, the Coa■ission concludes that total 
operating expenses plus i nterest on custo■er deposits are 
$1,156,697 and the Co■■ission new concludes that 1/12 of 
this a■oun t, or $96,391, is the proper a■ount of the cash 
co■ponent of the working capital allowance. 

ConcErning the total a■cu.nt of end-of-period ■aterials and 
supplies, the two witnesses are in agree■Ent. The two 
witnesses also agree that ■atErials and supplies should be 
allocatEd to Worth Carolina operations on the basis· of the 
ratio of North Carolina plant to total plant. This ratio as 
deter ■ined by Co■pany witness Rcwan is .881, while the ratio 
deterained by Staff witness Dudley is .879. The Co■■ission 
bas previously discussed the plant an d depreciation reserve 
adjust■ents aade by Staff witness Dud ley which, in effect, 
allocated a larger a■ount of telephone plant to South 
Carolina than that a■ount allocated to South Carolina plant 
by Co■pany vi tness Rowan. Under Evi dence and Conclusions 
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for Finding of Fact No. 9, the Commission adopted witness 
Dudley's plant in service amount and therefore ad opted Staff 
witness Dudley's computation of the North Carolina plant in 
service ratio of .879. The CoK�ission therefore concludes 
that the materials and supplies that should be allocated to 
North Carolina operations is 87.9, of the total amount and 
that the proper amount of materials and supplies to be used 
in the compu tation of the working capital allowance is 
$127,986. 

Although th e difference between the average prepayments 
component of the working capital allowance as presented by 
the two witnesses is only $204, the methods used by each 
witness in determining average prepayments applicabl e to 
North Carolina are different. First r Company witness Rowan 
compute d a total Company 13-mcntb average prepayment amount 
using the monthly balances in the following accounts: 
prepaid South Carolina license feer prepaid directory 
expenser prepaid rate case costs and prepaid office 
supplies. The t otal company average• balance of these 
accounts was then multiplied by the North Carolina average 
main station ratio to determine the amount of average 
prep ayments allocable to Ncrth · Carolina. Staff' witness 
Dudley testified th at the prepaid accounts should be 
alloca ted to North Carolina on the s ame basis as the 
associated expense account balances r where feasible. Staff 
witn ess Dudley!s calculation of avera ge prepayments excludes 
the prepaid south Carol ina license fee l:alance (since he 
allocated no amount of South Carclina license fee expense to 
North Carolina operations) r but includes prepaid directory 
eXpense balances at 94.81 of the total amount (same i as the 
associated North Carolina directcry revenue is to total 
directory revenue). Staff w itness Dudley's calculation also 
includes pre paid rate case exEense and prepaid office 
supplie s at 88.9% of the total amount (the associated 
amortization of rate case eJEense and office supplies 
expense were allocated to Nor th Carolina operations at 88.9% 
o f  the total). The Commission ccncludes that Staff witness 
Dudley's computation of average prepayments is consistent 
with the treatment of the related expense accounts and r 

therefore
r ttore properly represents the average prepayments 

amount allocable to North Carolina operat ions as compared to 
company witness Rowan's allocation. The Commission 
concludes that the appropriate amount of average prepayments 
to be used in the computation of the North Carolina working 
capit al allowance is $35r 228. 

In the computation of the ancunt of average accrued taxes 
to be used in  the determination of the North Carolina 
working capital allowance, each �itness utilized essentially 
the same methodology as he used in the computation of 
average prepayments. Company iitness Rowan again use d the 
North Carolina average main station ratio (.889) as a basis 
for allocation o f  total accrued taxes to North Carolina 
operations. Staff witness Dudley allocated the accrued tax 
balances to North Carolina as fo1lows: State and Federal 
income taxes - 88.4%·of total CcmEany income taxesr property 
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taxes 87.9� of total Company property taxes, payroll 
taxes - 88.9% of total Company payroll taxes, gross receipts 
taxes I 001 of total C ompany amount since gross receipts 
ta..x is applicable entirely to North Carolina operations. As 
in the preceding discussion regarding average prepayments, 
the Commission fin ds that Staff �itness Dudley's calculation 
of the amount of average tax accruals mare c losely 
represents the tax accrual aacunt applicable to North 
Carolina operations due to it s consistency' vith the 
allocation of the associated tax expense account balances. 
The Commission concludes, therefore, that the appropriate 
average tax accrual balance to he used in the computation of 
the working capital allovance is SjS0,750. 

With respect to the aaount of customer deposits, the final 
component of the working capital allowance, the two 
witnesses are in agreement that $10,046 of total customer 
deposits should be allocated to North Carolina. Since the 
total amount of customer deposits could not be specifically 
identified between North Carclina and South Carolina 
subscribers, both the company and t he staff used the North 
Carolina average main station ratio (. 889) as a basis for 
allocation of total customer deposits to North Carolina. 
The Commission finds that this approach is reasonable and 
t herefore concludes that $10,046 is the proper amount of 
customer deposits allocable to North Carolina. 

The Commission concludes that, consist ent with other 
recent rate case decisions, the formula method of 
de•termining the working capital allowance should be used in 
this case. The Commission ha s examined all compon ents of 
the working capital allowance and has made its determination 
regarding the proper amount of each component as stated in 
the preceding paragraphs. The commission concludes that the 
proper allovance for working caEital to be used in this 
proceeding is $98., 809 .. 

EVIDENCE AND .. CONCLUSIONS FO Ii FINDING OF FACT NO. 13 

The evidence for this finding is contained in Findings of 
Fact Nos. 11 and 12. The addition of the reasonable 
allovance for .woi:king capital cf $98,809 to the fair value 
of Hid-Carolina's plant in sei:vice t o  North Carolina 
customers at the end of the test year of $11,523,384 yields 
a reasonable fair value cf Company property used and useful 
to customers in North Carolina of $11,622,193. Such fair 
value includes a reasonable fair walue increment of $972,713 
($11,523,384 $10,550,671). 

EVIDENCE AND CONCLUSIONS .E06 !INDING OF FACT NO. 14 

The evidence for this finding comes from the testimony and 
exhibits of Company witness Bevan and Staff witness 
Gerringer. Cost separations studies ordinarily are based on 
the procedure outline d in the FCC-NARUC Separations Kanual 
an·d are required annually fer telephone companies maki ng 
toll settlements with Southern Eell on an actual cast basis. 
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The Co mmission has accepted the results of these studies in 
the determination of net invest■ent, revenues and expenses 
for intrastate ratemaking. 

Mid-Carolina does not prepare cost separations studies 
beca use its toll settl ements vith Southern Bell and 
Lexington Telephone company a�e conducted on a standard 
contract �asis. Ther efore, to· requir e Hid-Carolina to 
prepare a cost separations study for use in this proceeding 
would cause the company to incur additional expense which 
would be borne hy Kid-Carolina's ratepayers. Thus, the 
commission concludes that it is advantageous to the 
ratepayers fo_r Mid-Carolina•s rate case proceeding to be 
decided on the basis of total interstate-intrastate net 
investment, revenues ana expen�es. 

company witness Bowan in his prefiled direct testimony 
showea an amount o f  S!,308,493 for booked to11 revenues for 
the test period for North Carolina oper ations prior to pro 
fo�ma going level adjustments. After reviewing monthly toll 
settl.ement summary forms and other company work papers, 
Staff witness Gerringer determined that a comparabl.e level 
of test-period tell revenues- vas SI ,287,664. Witness 
Gerringer explained that the differ ence of $20,829 between 
the two amounts was due to the fact that the company bad not 
made proper accounting adjustments to exclude a portion of 
some toll settlement adjustments which were received and 
booked during the test feriod, but which applied to a period 
prior to the test perio d. These out of test-period 
adjustments were related to the &erger, effective June I, 
1974, of Thermal Belt Telephone Company, Mooresvill.e 
Telephone Company, Eastern Bowan Tel.ephone Company and Hid
Carolina Telephone company (formerl.y Denton Telephone 
company) into ·the present Mid-cilrolina Telephone company 
entity •. 

company witness Rowan shoved a pro forma increase of 
$22, 153 in order to bring test-E,ericd toll revenues to end 
of period. This adjustment included pro forming the effects 
of increases in both interstate and intrastate toll rates. 
staff witness Gerringer, using the same approach used by the 
Company, showed a comparable adjustment amount of $23,717 
vhich corrected a mathematical error made by the Company. 
Therefore, the staff's recommended representative level of 
end-of-test-period toll revenues is Sl,31 J.381, and the 
commission concludes that this aacunt is proper. 

EVIDENCE AND CONCLUSIONS FOE fINDING OF FACT NO. JS 

Company witness Rowan, Staff witness Gerringer, and Staff 
witness Dudl.ey presented testimony concerning the 
appropriate level- of OferatiDg revenues. Staff witness 
Gerringer, as noted in the preceding Finding of Fact, 
offer ed testimony concerning Mid-Carolina's toll settlements 
with �outhern Be ll Telephone and 'lelegrapb. Company and with 
Lexington Telephone co11pany. Be also testified on the 
Company's representative test-period toll revenues and the 
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appropriate level of end-of-period intrastate and interstate 
toll revenues. The end-of-Feriod toll revenue amount 
determined by staff witness Gerringer vas used by Staff 
witness Dudley in his testi■cny and exhibit. Company 
witness Rowan and staff witness Dudley each testified on the 
appropriate l evel of operating revenues after accou�ting and 
pro forma adjustments. 

The following tabul ar �ummary 
recommended by each vi tness: 

Local Service Revenues 
Toll Service Revenues 
Mis cel laneous Revenues 
Uncollectibles 

Total 

Company· ii tness

---BID!�--

. $1,192,387 
I, 330,646 

158,504 
_ _143.,263) 
$3,237,774 
========= 

shows the amounts 

staff Wit ness 
Dudley 

$1 ,820, 11 9 
1,311,381 

158,504 
143.784) 

$3,246,220 
========== 

Both witnesses agree on the amount of misc8llaneous 
reve nues. The Commission concl udes t hat the proper amount 
of test-period miscell�ne ous re�enues is $158,5Q4. 

The first ar ea of diffe rence between the two witnesses is 
t.he proper amount of end-of-period local service revenues. 
Staff witness Dudley tes tified that there are three 
components which comprise the aiffer ence between his and 
Company witness Rovan•s end-of-period loc�l service 
r evenues. Fi rst, Staff witness Dudley testified tha t Hid
Carolina made .a $60 computational error on the'vorksheets 
prepared t o  support the a a.cunt of end-of-pe riod local 
service revenues. The Commission concludes that the 
adjustment made by Staff witness Dudley to restore this $60

to end-of-period local service revenues is appropria te. 

secondly, Staff witness Dudley testified that r evenu0s 
from installation and servic e charges, pay station revenues, 
a nd other local s ervice revenues were assigned to Horth 
Carolina operations by the coupany in its end-of-period 
adjustment on a percentage basis vhich vas 'diff�r ent from 
that p ercenta ge actuall"y expei:ienced by the Company during 
the test pe riod. Company witness Bowan allocated each of 
t hese revenues to North Carolina opera tions on the basis of 
the ratio (.889) of North Carolina ma in stations to total 
company main stations . Staff, witness Dudley testified 'that 
the use of the avera ge main station ratio is inappropriate 
because the only appropriate r8tio to u.se in alloca:ting 
these tota1 Company revenues to North·caro1ina operations on 
an end-of-period basis. is that ratio (.-878) vhich . vas 
experien ced during the test period. The Commission agr ees 
that it vould be inconsistent to allocate these local 
service revenues ·on an end-of-pericid basis which vas 
differe nt £rem that exf:erienced during the test period; 
therefore, . t he co mmission concludes that Staff wi tness 
Dudley's adjustments to re duce installation a�d service 
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charges, pay station and other local service revenues by 
$844, $266, and $97, respectively, are appropriate. 

The third item of disagreement regarding end-of-period 
.local service revenues concE!rns zone ch arge revenues. 
During the test period and at the present time, �id-Carolina 
bills an d receives zone charge re venues from its 
subscribers. Company witness Rowan contended that it wbuld 
be inappropriate to include an end-of-period zone charge 
revenue amount in the determination of end-of-period local 
service revenues because Hid-Carclina proi::oses in this 
proceeding to eliminate zon e charges., Staff witness Dud ley 
cont.ended that the $28,839 end-of-period zone charge revenue 
must be included in the computation of end-of-period local 
service revenues because the zone charge r evenues were in 
effect during t�e test pericd and to exC1ude this amount 
would actually und erstate end-of-t est-period local service 
revenues by $28,839, regardless of the Company's proposal 
for elimination of th ese revenues during this proceeding. 
The Commissi on recognizes that the proposed  elimination of 
z one charges is included in Mid-Carolina •s a·pplication but 
concurs on the meri-ts o f  the argument set forth by Staff 
witness Dudley ccncerniDg the accura te statement of the 
amount of en d-of-period lccal service revenues. The 
commission concludes that staff witness Dudley's adjustment 
to include end-of-pericd zone charges of $28,839 in end-of
period local service revenues is pr oper. The CommissioIL 
further concludes that the pi:oper amount of local service 
revenues to be used in this proceeding is St,820,119-

The company an d Staff witnesses also disagree on the 
amount of toll revenues. St aff witness Dudley test ified 
that be included in his testimcny and exhibits certain toll 
revenue adjustments which were determined by Staff witness 
Gerringer as a result of h is examination of both Mid
Carolina's test period and end-cf-period level of interstate 

,and intrastate toll revenues. 

Staff witness Gerringer testified that Mid-Car olina 
included, in test-period toll revenues, toll settl ement 
a mounts received during the test period which were 
.appl icable to a period prior tc the test period. The 
retroactive toll settl.ements resulted primarily from 
converting the f ormer Ther�al Belt Telephon e company (one of 
the four Hid-Carolina �redecessoi: companies involved in the 
1974 merger) from an actual cost settlemen.t basis ·to a 
standar d contract toll settleme nt basis. With this 
conversion, all of the predecessor telephone companies (now 
Mid-Carolina Telephone Company) conduct toll settlements on 
the standard cont ract basis. As a re sult of i:ecording these 
one-time re troactive toll settlements in test-period toll 
revenues, test-pei:iod tell revenues were overstated by 
$20,829. The Commission i:ecognizes that the inclusion of 
toll r evenues applicable to a pei:iod prior to the test 
period would be impi:oper. The commission, therefore, 
conclud es t hat the adjustnent detei:mined by Staff witness 
Gerrin ger �nd utilized by Staff witness Dudley in his 
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testimony and exhibit which reduced 
revenues by $20,829 is proper. 

test-period 

607 

toll 

Staff witness Gerringer also investigated the intrastate 
a nd �nterstate toll revenue adjustments proposed by company 
witness Rowan in his testimony and exhibit. These 
adjustments were made to reflect the effec ts  of the 
intrastate tol1 rate increase effective July 1. 1975. and 
the interstate toll r ate increase effective Fe bruary 29• 
1976. Staff witness Gerringer testified that be accepted 
the methodology used by the company in computing these 
adjustments to arrive at a representative toll revenue 
level; however, he also testified that the Company made a 
mathematical error in computing the interstate toll revenue 
increase. Staff witness Gerringer determined that the 

. Company understated its interstate toll revenue increase by 
$1 ,564·. The Commission concludes that, due · to the 
mathematical error, the Company understated its interstate 
toll revenue adjustment by $J,564 and that the $1,564 upward 
adjustment to interstate toll revenues made by Staff witness 
Dudley in his exhibit and testi11cny is proper. 

The Commission concludes, upon examination of the evidence 
presented, that adj·ustments increasing the Company's toll 
revenoes by $1,564 and reducing the Company's toll revenoes 
by $20,829 and thus producin g a net reduction of test-period 
toll revenues by $19,265 are necessary to determine the 
proper amount of toll revenues for use in this proceeding. 
The Commissi on accepts the $19,265 adjustment made by Staff 
witness Dudley in bis exhibit and testimony which produces 
end-o·f-period toll revenues of $1,311,381. see Evidence and 
Conclusions for Finding of Fact No. 14, supra. 

The final area of disagreement betwee n the company and 
Staff witnesses in the determination of test-per iod gross 
r evenues less uncollectibles is in the proper amount of 
uncollectibles. company witness Bowan did not propose an 
adjustment to bring uncollectihles to an end -of-period level 
while Staff witness Dudley did propose a $21 end-of-per iod 
uncollectibles adjustment. Staff witness Dudley testified 
that, due to adjustments to local service and toll revenues, 
·there was a $2, t40 net revenue increase at the end-of-period
level to vhich the uncollectibles rate should be multiplied
to place both revenues and the associated uncollectihles on
an end-of-period basis. staff •itness Dud.ley also testified
that the revised uncollectiblEs rate of .965588% should be
used in this computation due to the Company's recent change
(which was not in effect during the test period) in the
accounting procedure regarding uncollectible revenues. The 
Company instituted this chauge to more accurately state both 
revenues and uncollectibles and Staff witness Dudley 
testified that the revised uncollectibles r ate which results 
from this cha nge in acccunting procedure should be used in 
computing this adjustment. 

The commissicn concludes that consistency dictates that 
both revenues and uncollectibles be stated on an end-of-
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period basis for use in this pr oceeding and that to 
accomplish this objective a n  end-of-period uncollectibles 
adjustment should be made. The commission fu rther concludes 
that the more accurate. revised uncollectibles rate of 
.965588� should be used in computing this adjustment and 
that the proper amount of this adjustment is $21 as computed 
by staff witness Dudley. The ·commission, therefore., 
concludes that the proper level of test year uncol.lectibles 
is $Q3,784 and that the proper level_of test year oper ating 
revenues net of uncollectibles is $3,2ll6,220 .. 

The Company seeks increased rates vhich would. produce 
$590,772 in additional annual gross revenues. liihen 
uncollectibles at the rate of .9655.88%, herein approved as 
proper, are deducted from the amount of increase sought by 
the Company, the resulting increase vould be $585 1 068 under 
proposed rates. This ·amount together vitb the $3,2li6,220
earlier appr oved as the Proper level of test year operating 
r evenues produces a tota1 of $3,831,288. Therefore, the 
Commission concludes t hat the company's reasonable level of 
test year-operating revenues, net of uncollectibles, would 
have been $3,831,288 had the proposed rates been in effect 
duri ng .the test year. 

EVIDENCE AND CONCLUSIONS FOE FINDING OF FACT NO. 16 

company witness Rowan and Staff witness ·Dudley presentea 
testimony and exhibits shoving the level of operating 
revenue deductions vbicb they believed should be used by the 
commission for the·purpose o f  fixing Mid-Carolina Telephone 

· Company• s rates in this proceeding.

The following tabular summary shows.the amounts claimed by 
each witness: 

Operating expenses 
Depreciation 
Taxes - other than income 
Income taxes - state and 
'federal 
Interest on customer deposits 

Total operating·revenue 
dedu ctions 

Co■pany Witness 
Rowan 

$1,199,835 
721,769 
342,945 

341,136 

$2,605,685 

Staff Witness 
__ ,,D

,o
n

,,
dl

ea
!ll'.-

$1,178, 06 I 
720,841, 
353,462 

339,382 
603, 

$2,592,349 
========= 

The •first item of difference in the operating revenue 
deduct ions shown above concerns operating. expenses. company 
v��ness Rovan testified that the appropriate 1evel of 
operating expenses is $1,199,835, while Staff witness ·Dudley 
testified that the. appropriate level is $1,178,061, -or a 
difference of $21, 11ii·. The $21 , 114 dif°ference is Comprised 
of t he following adjustments made by staff wit ness Dudley: 



BAUS 609 

1. Adjustment to reduce the Company's
vage increase adjust■ent as follows:

ftaintenance 
Commercial 

$ (6,684) 

(2,133) 
Genera l Office {1,638) $(10,455) 

2. Adjustment to reduce the company's
traffic expenses

3. Adjustment to increase the Ccmpany•s
directory expense

4. Adjustment to increase the Coapany•s
postage adjustment

5. Adjustment to restore an out-of-period
cred it to general of fice expenses

6. Adjustment to eliminate payments to
community service ·clubs

7. Adjust■ent to increase pole rental
ezpense

8. Adjustment to reduce audit fees
expense

Total amount 0£ adjustments 

The Commission will n ov discuss each of 
adjustments comprising the $21,77q difference 
expenses. 

(4,453) 

2,697 

38 

3,556 

(21 I) 

2,556 

II 5.502) 
$ (21,774) 
======== 

the preceding 
in operating 

The first difference listed 
period wage increase p roposed by 
the a mount of this vage increase 
Carolina operat ions. 

above concerns the end-of
Coupany vi tness Ro Wan and 
properly all?cable to Horth 

staff witness Dudley testified that, during his 
examination of the compan y's worksheet supporting the vage 
a djustment, be discovered a computational err.or which had 
the effect of overstating t he company• s proposed wage 
increase by $2,000. In addition, Staff witness Dudley 
testified that·· the entire amount of the proposed vage 
increase had been allocated to North Carolina operations by 
Company witness Rowan in his prefiled ezhibit. Kr. Dudley 
testified further that his adjustment was necessary in order 
to p roperly state the amount of the total wage increase and 
to properly state the anount of the vage increase.applicable 
to North Ca rolina operations. staff witness Dudley 
testified that, of the $78,172 wage increase allocated to 
North Carolina operations by the Company, only $67,717 is 
proper and that a downward adjustment of $10,455 is 
required. 
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The Commission conclud es that t he company's proposed 
a djustment fo r the wage increase should be rEduced by the 
$2,000 computationa l error. The commission further 
concludes that Staff witness Dudley's adjustment of $10,455 
is proper because it would be inconsistent to allocate the 
entire amount of the wage increase to North Carolina 
operations since actual wage expense vas allocated to North 
Carolina operations during the test period at 88.9J of the 
total wages. 

The seco nd adjustment listed above concerns an adjustment 
to traffic expenses made by witness Dudley. staff witness 
Dudley testifi ed th at Mid -Caro.lin a has an o perator service 
agreement with Lexington Telephone Company by which 
Lexington p rovid es operator serv ices to .Hid-Carolina. 
During the test period, Hid-carclin a paid Lexington $4,788 
which vas applicable to operatcr services rendered during 
I 973 a nd 197q and therefore was outside the test.period used 
in this proceeding. The regular monthly payments to 
Lexington resum ed during t 975i however, Mid-Carolina 
recorded ( 3 months of traffic expense during the 12-month 
test period and con seguently cverstated test-period traffic 
expense by one month 1s serv ice agreement amount in addition 
to the out -of-test-period amount described ab ove. The total 
test-period overstatement of traffic ex pense was $5,009, and 
the amount applicable to North Carolina o.perat ions vas 
$q, 453.. The correct amount cf such expense applicable to 
North Ca rolin a  is 88.9% of the total amount, based on the 
s ame percentage used by �he company during the test period. 

The Commission concludes that it would be �napprop riate to 
include in test-period tr affic expense amounts which vere 
not incurred during the test period. To include these out
of-test-period expense amounts would violate the objective 
of matching the revenues generated vith the expenses 
incurred during the test perio d. The commission concludes, 
therefore, that Staff vit ne ss Eudley1s adjustment to reduce 
Mid-Carclina•s test -period traffic expense by $4,453 is 
proper-. 

Ther e is an additional adjustment decreasing traffic 
expense which should be made. Under Evidence and 
Conclusion s for Finding o f  Fact No. 22, the Commission 
concludes that Staff witness Chase's adjustment r educing 
traffic expense by $24,7(0 d?e to the implementation of a 
direct ory assistance charge is proper. The Commission 
concludes that this adjustment totaling $24, 71 O, of vhich 
$21,967 is applicable to North Carolina, is proper because 
the actual expen se s avings will be experienced vhen rates 
are established in this proceeding. 

The commission concludes, therefore, that 
reducing Mid-Carolina's test-period traffic 
$26,q2Q ($4,453 plus $2f,967) are proper. 

adjustments 
expense by 

The third adjustment listed above concerns an adjustment 
to directory expenses. Staff witness Dudley .testified that 
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he made an adjustment increasing commercial expense by 
$2,697 to correctly match directory expenses vith the 
associated dir ectory revenues. Staff vitness Dudley 
contended that,  since director y revenues app1icable to North 
Carolina operations vere 9q,. 85' of the tot al company test
period direct ory r evenues, then test-period directory 
expense should also be assigned to North Carolina operations 
on that basis. Hr. Dudley pointed out that co11.pany witness 
Rowan had mismatched directory revenue and directory expense 
by assigning them to North C arolina operations on the basis 
of 9Q .. 8% a nd 88.9%, respective1y. The Comaission recognizes 
that company witness Rowan relied exclusively on the North 
Carolina average main station ratio ( .. 889) as a basis for 
alloca tion of total Company expens es to North Carolina 
operations.. The Commission also recognizes that it is 
apprGpriate to use some other allocation basis where the use 
of that a1location tasis results in a more accur ate 
assignment of expenses to North Carolina operations. 
Direct ory expense is such a case; that is, directory expense 
can be directly associ�ted with direc tcry revenue, and their 
basis of allocation to North ca:rolina should be the same. 

The Commission concludes t hat the assignment of directory 
expense to North ca:rolina operations should be on a basis 
consi stent vith that of the assignment of directory 
revenues, or 9Q,. 8% of the total Company amount. This basis 
provides a better matching of revenues and expenses than the 
alloca tion method used by l'Jr.. Rowan. The Commission 
concludes, therefore, that the $2,697 adjustment made by 
Staff witness Dudley is proper. 

The fourth adjustment list ed atove concerns the amount of 
the postage adjustment which was proposed by company witness 
Rowan due to the $ .. 03 per ounce first class postage increase 
that became effective on January I, 1976 .. To determine his 
postage increase, Company ·vitness Rowan multiplied the $.03 
increase by the 10 months of the test period during which 
the increase was not in effect, by the number of end-of
p eriod North ca:rolina main stations.. Staff witness Dudley 
testified that a better determinant of postage usage would 
be the number of end-of-period primary phones less pay 
stations, or 16,046, as compared to Hr. Rowan's main st ation 
count of JS,920. Staff witness Dudley has proposed a $38 
upward adjustment to Company vitness Rowan's po stage 
adjustment .. 

The commission is of the opim.oo that Staff witness 
Dudley• s computation of the post ag e adjustment more closely 

_represents the postage expense increase which will be 
incurred on an ongoing basis by Mid-Carolina, and, 
therefore, the Commission concludes that Staff witness 
Dudley's adjustment of $38 is FIOFer .. 

The fifth adjustment list ed above concerns Staff witness 
Dudley's adjustment increasing general o ffice salaries and 
expenses by $3,556. Staff �itness Dudley testified that 
Hid-Carolina included in the expense sectioil of its mini mum 
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filing requirements ap. expense account vi th a credit 
balance. An investigation of this account revealed that 
Bid-caro1ina, during the test period, had systematically 
vri tten off a liability balance which had originated in a 
p eriod prior to the test period. The debits to the 
liability account vere accomp·anied ·by credits to an expense 
account which resulted in a credit balance in an expense 
account vhich normally has a debit balance. Staff witness 
Dudley testified that, as a result of following this 
accounting treatment, the Company understated its 
representativ e level of test-period expenses and that his 
adjustment of $3,556 restores gener·a1 office sal.aries and 
expenses to a proper representati�e leve1. 

The Commission conc1udes that the company's accounting 
treatment of this ite■ reducEd its test-period genera1 
office salaries and expenses hel.ov a representative l.evel 
vbicb t he company can be expected · to experience -in the 
future and that Staff witness Dudley's adjustment of $3,556 
increasing the Company's test-period gerieral. office salaries 
and e xpenses is proper. 

The sixth adjustment l.isted a�ove concerns Staff witness 
Dudley's adjustment to eliminate $211 of payments to 
conimuni ty service clubs from allovabl.e operating expenses .. 
Staff witness Dudl.'ey testified that the expenditures vere 
not related to the frovision of telephone service to 
subscribers andr therefore, should not be included in test
period operating �xpeoses. 

The commission concludes that the payments to com■unity 
service organizations are not nece ssary operatin g expenses 

_for .. the purpose of prcviding telephone service and that to 
include these expenditures in test-pe riod operating expenses 
voul.d be to reguire subscribe�s to make involuntary payments 
(through payment of rates) to private or charitable 
organizations selected by aid-carolina Telephone Company. 

· The commission concludes that: Staff witness Dudley•s 
adjustment ·of $21 I to el iminate tliese expenditures from 
operating expenses is proFer� 

The seventh adjustment listed a�ove concerns an adjustBent 
made by Staff vitness Dudley to increase test-period pole 
r ental· expense by $2 r 556. Staff witness Dudley testified 
that !id-Carolina makes annual pole rental payments to Dute 
Paver Company and to Rutherfor d Electric Membership 
.Cor porat·ion.. During the test year Hid-Carolina · recorded 
$33r300 as accrued pole rental expense. Staff witness 
Dudley co■pared the tctal. accrued amount to the most recent 
annual pole rental expense pay•ents and discovered that Kid
Garolina had und�raccrued prile rental expense applicable to 
North Carolina operations by $2,556.. Si nce the pole rental 
payments are annually recurring expenditures and since the 
Company had underaccrued the amount of this expenser Staff 
witness Dudley proposed this adjustment in order that other 
opera.ting_ expenses for the test period reflect t�e actual 
leve1 of pol.e rental expense incurred. 
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The Commission concludes 
expenses should be increased 
t he 1evel of pole rental 
Mid-Carolina during the test 

that test-period pole rental 
by $2,556 to accurately reflect 
ex�ense actually experienced by 
period. 

The final adjustment listed above concerns an adjustment 
made by Staff witness Dudley to decrease operating expenses 
by $f5,502 due to the Company's overaccrual of test-period 
audit fees. Staff witness Dudley testified that r!id
Carol.ina accrued $30, 65C in audit fees for the test year and 
that this accrued amoun t vas s11,q39 larger than the actual 
independent auditor's fee rendered for the reporting year 
ending December 31, (975. Staff witness Dudley stated that 
although the amount of 1976 audit fees is not determinable 
at this time, he concluded t h at the 1975 audit fees should 
be representative of the le-vel vhich will actually be 
incurred in 1976. Be cited as support for this statement 
the fact that audit fees in 1975 vere less than the amount 
of  audit fees incurred by the Ccmpany in 1974 and the fact
that s ervice corporation persontel are attempting to perform
more audit related tasks "in-hous e" for the purpose of 
reducing the independent auditor's fees.

The Commission con cl·udes, based on the evi dence described 
above, that test-period a udit fees were ov erstated by the 
Company. To determine the a•cunt of overstatement, the 
Commission relies on the 1:1ost recent objective evidence 
available, which is th� act ual (975 aud it expense. The 
Commission concludes that the Ccm�any has overstated test� 
period audit expenses on a total company basis by $17,438, 
o f  which SJS,502 is applicable to North Carolina operations
and t hat Staff witness Dudley's reduction of audit fees is
proper.

The Commission concludes that the level of expenses 
charged to construction applicable to North Carolina 
operations, upon which there is no disagreement between the 
two witnesses. is $60. 788 and further concludes that the 
proper amount of operating expenses to be used in this 
proceeding is $1,156.094. consisting of maintenance expenses 
of $445,501. traffic expenses of $27,218. commercia l 
expenses of $199,783, genera1 cffice Salaries and expenses 
of $299,578, other operating expenses of $244,802 and 
expenses charged to construction of $(60,788). 

The second component of operating revenue deductions on 
vhich tbe tvo witnesses disagree is the proper level of 
depreciation .expense. company witness Bevan presented an 
amount of $721,769, while Staff Mitness Dudley presented an 
amount of $720,841 as depreciation expense. The difference 
between the amounts as presented ty t�e wit nesses results 
from tvo adjustments proposed bJ Staff �itness Dudley. 

Staff witness Dudley testified that the purpose of his 
first adjustment of $7,830 vas to properl.y allocate test-· 
period depreciation expense tc North Carolina operations. 
Company vi tness Rowan used the ratio (. 889) of· Darth 
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Carolina main stations to total main stations as the basis 
for making this allccation. Staff witness Dudley contended 
that depreciation expense is a function of depreciable plant 
in service and that the ac curate allocation of this expense 
to North Carolina operations should be based on a ratio 
(.879) of North carol.ina depreciable plant in service to
total depreciable plant in service. Staff witness Dudley 
developed a North Carolina i:lant in service ratio in 
conjunction with his determination of the a■ounts of North 
and south Carolina plants and has used this ratio in the 
computation of his test-Feriod depreciation expense 
adjustment. The $7,830 dovnvara adjUstment to depreciation 
expense applicabl.e to North cai:olina depreciati on expense 
was calculated as the difference tetveen 88.9% of total 
test-period depreciaticn exEense and 87.9% of totai test
period depreciation eipense. 

Based on the testimony presented above, the Commi ssion 
concludes that test-period depreciation expense applicable 
to North Cai:olina OFei:ations is more accurately deter■ined 
by a computation based on depreciable plant amounts (and 
therefore using a depi:eciable plant in service ratio) than 
on a computation using the main station ratio. On cross
examination, company witness Rowan •agreed that the amount of 
Nort h Carolina depreciation exi;:ense vas more closel.y 
associated wit h the depreciatle plant in service·ratio as 
contr asted with the main station ratio which he used in his 
testimony and exhibit. Under Evidence and Conclusions for 
Finding of Fact No. 9, the Commission has previously 
discussed Staff witness Dudley's computation of the proper 
amount of North Carol.ina tel.e�hcne pl ant and has concluded 
tha t  the co rrect North Carolina plant in service ratio is 
.879. The Commission also concludes that the correct North 
Carolina depreciable plant i n  service ratio is .879 and that 
Staff vitness Dudley's adjustnent reducing test-period 
depreciation expense by $7,830 is pi:oper. 

The second adjustment made by staff witness Dudley w�ich 
caused a difference between depreciation expense as 
presented by' the two witnesses involves the end-of-period 
depreciation adjustment. Eoth witnesses proposed an end-of
period depreciation expense adjustment to i:eflect 
depreciation on the end-of-test-period plant in service as 
if that plant had been in service and, therefore, 
depreciated for the entire year. Company witness Rovan 
included an end-of-period depreciation adjustment of $25,727 
while staff witness Dudley Froposed an adjustment of 
$32,629, a difference of $6,902. staff witness Dudley's 
end-of-period depreciation expense adjustment was $6,902 
l.al:'ger than Company tllitness Bevan •s for the following 
reasons: 

(I) The reallocation cf depreci able plant account 
balances between the tvo states 11hich was made by staff 
witness Dudley and not made by Company witness Rowan, and 
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(2) The inclusion of depreciation expense on
period vehicles and wcrk eguipne�t made hy Staff 
Dudley and excluded by Co��any witness Rowan 
adjustment. 

6)5

end-of
witness 
in his 

The commission has previously found that the adjustments 
m ade by Staff witness Dudley tc reallocate certain plant 
amounts between the two states are proper; therefore. the 
Commission conclud es that witness Dudley's adjustment to 
depr eciation expense resulting from reallocation of plant 
between North Carolina and South Carolina is proper. 

The Commission also recognizes that Company witness Rowan 
excluded the depreciaticn applicable to vehicles and work 
equipment from his calculation of end-of-period depreciation 
expense. Alt hough all depreciaticn on vehicles and work 
equipment is charged to clearing accounts. a portion of this 
total. amount is ultimately included in expense accounts . and 
the remaining portion is capitalized. To omit the poction 
of vehicle and work equipment depreciation which is expensed 
from the end-of-period depreciation adjustment computation 
would be to understate the end-of-period depreciation 
expense; therefore, the Cooaission concludes that. to 
properly state en d-of-period de.pre ciation expense. the· 
depreciation applicable to vehlcleS and work equipment must 
be included. The ccmmission conclude s tha t Staff witness 
Dudley's end-of-period depreciation expense adjustment 
increasing Company witness Rovan•s adjustment by $6,902 is 
proper_. The Commission further concludes. upon examination 
of the evidence presen ted. that the proper level of 
depreciation expense to be used in this proceeding as an 
operating revenue deduction is !720,841-

The third operating revenue deduction upon vhich the two 
witnesses disagree is taxes - ether t han income. The amount 
prese nted by Company witness Rowan of $342,945 is $10,517 
less than the" amount of $353,462 pres ented hy Staff vitness 
Dudley� The $10.517 difference results from the following 
adjustments proposed by Staff witness Dudley: 
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(I) Adjustment to reduce test p eriod
payroll t,axes 

(2) Adjustment t o  reduce FICA tax on
vage adjustment

(3) Adjustment to increase end-of-period 
gross receipts tax

(4) Adjustment to increase test-period
gross receipts tax

(5} Adjustment to remove South Carolina 
license fee 

(6) Adjustment to reduce proEerty tax 
expense

Total. 

S ( I 4 I) 

(4 I 8) 

460 

I 3,885 

(1,622) 

_JL.fil) 
$10,517 
======= 

Staff witness Dudley testified that during his fieldwork 
investigation, he compared the amount of payroll taxes 
(FICA. Federal Unemplcyment, StatE Unemployment) includ ed in 
this filing with the amounts included on the payroll tax 
r eturns and .found that Mid-Caro lina had overstated its 
payroll tax expense applicable tc North Carolina o perations 
by $1 41.. Mr.. Dudley •s adjustment reduces the payroll tax 
expense to th e amount actually incurred durin g the test 
period. The commission concludes that the amount of payroll 
t ax expense included in taies other than income for use in 
thi s proce eding should be l imited to the amount actually 
incurred during the test period and, therefore, the 
adjustment propo sed by Staff witness Dudley is proper .. 

The next adjustment proposed by st aff v.itness Dudley 
reduces t he FICA tax en the pro form a wage adjustment by 
$4f8 and results from witness Rowan's wage overstatement 
error and his allocation of the entire amount of the vage 
increase to North Carolina OFerations. The commission has 
previously discussed this it em and concluded that Staff 
witness Dudley's adjustments reducing the wage increases 
proposed by Company witness Rcwan were proper .. The 
Commission further concludes tbat it would be inconsistent 
to reduce the amount of the wage incr ease and not reduce the 
FICA tax associated vitb this wage increase by an 
appropriate amount; therefore, the Commission concludes t hat 
staff witness Dudley's adjustment reducing FICA taxes by 
$418 is proper. 

The third adjustmen t made by St aff w itness Dudley to taxes 
oth�r than income concerns t he end-of-period gross r eceipts 
tax. Both company witness Rc111an and Staff witness Dudley 
proposed an end-of-period gross receipts tax adjustment 
resulting from their adjustments to end-of-period local 
service and intrastate toll service revenues.. The 
Commission has previo usly accepted the revenue adjustments 
of Staff witnesses Gerr inger and Iudley and concludes t hat 
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these adjusted revenue a■ounts are appropriate for use in 
determining the amount of end-of-period gro ss receipts tax 
adjustment. Upon examination cf the facts pre sent ed, the 
Commission concludes that Staff witness Dudley's gross 
receipts tax adjustment of $460 is proper. 

The fourth adjustment to taxes other than income proposed 
by Staff witness Dudley conce rns the amount of test-period 
gross receipts ta:r applicable to North  Carolina operations. 
Company witness Rowan allocated 88.9% of the total test
period a�ount of gross receipts tax to North Carolina 
operations. staff witness Dudley testified that be examined 
the gross receipts tax returns for the calendar quarters 
covered by aid-Carolina's test Jear and computed the amount 
o f  gross receipts taxes which were applicable to the test 
period. ftr. Dudley further testified that the total amount 
of gross receipts taxes incorred during the test period 
should be allocated to North Carol.ina operations since the 
tax is appl.icable cnly tc Ncrth Carolina intrastate 
revenues. ftr. Dudley testified that $175,727 is the correct 
gross receipts tax amount for the test period and propo"sed a 
$13,885 adjustment increasing grcss receipts ta xes. The 
Commission recognize s that the. majority of expenses cannot 
be specifica l ly ide ntified bet11een the two states• 
operations; however, when a particular expense can be so 
specifically identified, that expense amount should be 
included in i ts entirety in the operating results for that 
state. The gross receipts tax can be so identified vith 
North Carolina operations; therefore, the Commission 
concludes that Staff witness Dudley's adjustment to allocate 
the total amount of test-period gross receipts ta'.I to North 
.Carolina operations is proper .. 

The fifth adjustment proposed by Staff witness Dudley to 
taxes other than income concerns a tax vhich can be 
specifically identified with Scuth Carolina operations . 
Company witne ss Rowan allocated 8E.9% of the South Carolina 
license fee expense to North Carolina operations and staff 
witness Dudley's proposed adjustment removes $1,622 of this 
amount from North Carolin a taxes other than income. The· 
Commission concl udes, consistent with its previous 
conclusion regarding the gross receipts tax, that Staff 
witne ss Oudl.ey.•s adjustment is proper since the South 
Carol.ina l.icense fee expense is applicable only to South 
Catalina operations. 

The final adjustment proposed by Staff witness Dudley 
concerns the amount of test-period property tax expense 
vhich should be allocated to North Carolina operations. 
Company witness Rowan relied an the r atio (.889) of North 
Carolina main stations to total company main stations to 
determine Horth Car olina pz:cputy tax expense. Staff 
witness Dudley testified that the a·mount of property tax 
expense related to North cai:olina oper ations was more 
closely associated to a ratic (. 879) of North Carolina 
taxable plant in service to total Campany taxable plant in 
service than to a ratio of North carolina main stations to 
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total main stations. staff _witness Dudley prepared his 
adjustment reducing pr operty tax expense by $1,647 using a 
ratio of .. 879 to determine the amount of property taxes 
all ocable t o  North carclina o�erations. The Commission has 
pre via usly discussed an a concluded that • 87 9 is the 
appropriate allocation factor to use for depreciation 
expense and further concl udes that its use is appropriate 
for the purpose of allocating property tax expen se to Nor th  
Carolina. Staff witness Dudley's adjustment is based on 
this allocation factor and tbe commission concludes that 
this adjustment is proper. 

Ba sed upon the examination made and conclusions reached 
regarding the adjustments proposed by Staff witness Dudley, 
the commissicn concludes that the appropriate level of taxes 
- other than income to be used in this proceeding as an
operating revenue deduction is $3�3,462.

The next area of difference in the determination of total 
operating revenue deductions concerns the amount of test
period state and Federal inccne tax eJ:pense. Altho ugh the 
witnesses used the same statutory tax rates, theii: i:esulting 
tax amounts wei:e n ot equal due to the different levels of 
oper ating revenues and operating revenue deductions clai·med 
by each witness in computjng t axable income. These 
differ ences in opei:ating revenues and ope r.iting revenue 
ded uctions have previously been discussed, and the 
commission does not deem it necessary to recapitulate these 
di-fferences. The level of State and Federal income taxes 
found proper by the commission is different from the amounts 
presented ty either witness in his prefiled testimony; 
therefore, t he Commission will calculate the appropriate 
level of state and Federal ta� expense for use in this 
proceeding. However, there are five differences between the 
two witnesses• computations cf Federal and S'tate income 
taxes which should be discussed, alld t he Ccmmission will now 
discuss these differences. 

The first difference is the amcunt of the de duction for 
interest expense. Company vitne.ss Rowan used the a ctual 
amount of interest expense allocated to Nor th Carolina 
oper ations during the test peciod, or $260,284. Staff 
witness Dudley used int erest expense of $250,834, which he 
calculated as the inter est expense on the end-of-period debt 
capital supporting the North Carolina original cost net 
investment a� computed on Dudley Exhibit I, schedule 2. The 
commission finds that both cf these amounts of interest 
expense are inco rrect. Company witness Ro�an•s inter est 
expense is the actual amount which was incurr ed by Hid
Carolina during the test pericd and is therefore not an 
amount comp uted on  end-of-perjod debt. Fur thermore, since 
Mr. Rowan allocated total cai;ital to North Car olina 
operations based on the ratio of North Car olina plant in 
service to total plant in service, he overstated his 
interest expense amount by inclu d ing inter est on debt 
capital which supports non�ate base assets. It is clearly 
inappropriate to deduct interest expense on debt which has 
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been used to finance nonr ate tase assets. The interest 
expense which should be deducted in deter�ining income taxes 
and net incom e for common eg�ity for the purpose of 
establishing utility rates is the interest expense on the 
debt which has financed the original cost net investment. 
Although Staff witness Dudley's method of compu ting interest 
expense·to be deducted in computing income taxes is correct, 
the specific amount which he deducted is not proper because 
the o riginal cost net investment fo und by the commission is 
different from the original ccst net investment used by 
witness Dudley. The Commission therefore concludes that 
$250,791, as calculated on Schedule II of Evidence and 
Conclusions for Finding of Fact No. '20 of this Order, is the 

. proper amount of the interest de duct ion for use in the 
calculation of State and Fede�al income taxes. 

The second difference concerns $463 of nonoperating 
expenses which were deducted by Ccmpany witness Rowan, and 
excluded by Staff witness Dudley, as a deduction to 
determine taxable income. The Commission recognizes that 
this amount is comprised of "belci the line" expense amounts 
and is not reiated to utility operations, and, therefore, 
the Commission concludes that this amount should not enter 
into the income tax calculation fer rate-making purposes. 

The third differe nce concerns the deduction of end-of
period capitali zed FICA taxes. company witness Bowan 
excluded the pro forma amount of FICA taxes capitalized from 
his income tax calcul ation , while Staff witness Dudley 
included $4,992 cf end-of-period capitalized FICA taxes as a 
deduction to determine taxable income. Staff witness Dudley 
testified that his reason for deducting cap italized FICA 
taxes waS that Hid-Carolina included as an income tax 
deduction all FICA t axes incurred during the taxable year 
regardless of whether the taxes iere expensed or capita lized 
in the accounting records. Staff witness Dudley agreed on 
cross- examination. that, based upcn further investiga tion, 
Mid-Carolina deducts only the PICA taxes expensed during the 
yea·r incurred and does not d educt currently for income tax 
.purposes the FICA taxes which are capitalized. Staff 
witness Dudley agreed that the FlCA taxes capitalized should 
not appear as a deduction to determine taxable income for 
r ate-making purposes. 'Ihe Commission concludes, therefore, 
that no ded ucti on for capitalized FICA taxes should be made 
in the calculati on of test-p eriod income tax expense. 

The fourth .difference concerns the income tax effect of 
the deduction of the cost of ren:cvir:g assets from plant in 
service. Company witness Rowan included no cost of removal 
amount as a deduc tion to determine taxable income, but.Staff 
witne ss Dudley did. Staff witness Dudley testified that his 
treatment of th is item was based on the assumption that the 
ratepayer received the tax benefits from the cost of removal 
only in the jear that the cost of  removal expense was 
actually incurred by the Company and thereby incl.oded as a 
deduction on tha t year's tax return. Staff witness Dudley, 
on cross-examinaticn, �ointed cut that bis tre atment of the 



620 TELEEBCNE 

cost of removal was consistent vith the treatment given this 
item in the Company's response to item 13a(7) of the minimum 
filing requirements. UEOD further cross-examination, St aff 
witness Dudley agreed, notwithstanding the treatment of this 
item in the Company's minimum filing requirements, that, if 
the Company vere following noraalization accounting for the 
cost of removal, it would he inappropriate to include the 
test year cost of re11c'llal as a deduction in the 
determination of taxable income, since the ratepayers would 
be receiving the tax benefit over the life of the plant 
rather than in the year that the actual cost of removal vas 
incurred. Further inve stigaticn has revealed that Hid
Carolina is deferring income taxes on the difference between 
b ook depreciation expense 11h_ich includes an amount for the 
estima ted cost of removing the plant and tax depreciation 
expense 11hich _does not include an amount for the estimated 
cost of removal. Thi s means that the ratepayers get the 
income tax benefit of the cost of removal over the life·· of 
the plant, while th e company gets the tax tenefit only vhen 
the plant is actually removEd. The conmission concludes 
tha t, since the ratepayers are receiving the income tax 
benefit of the cost of removal over the l.ife of the 
prope rty, no test-period actual cost of removal deduction 
should be used in the co■putation of taxabl.e income for use 
in this proceeding. If the actual cost of - removal vere 
deducted in this proceeding, that treatment would give the 
ratepayers the income tax benefit of cost of removal tvice -
once over t he life of the �Icperty and second, when the 

, pro perty is actually· retired. 

The fifth difference concerns the proper amount of 
amortization of investment tax credits to determine tes t
period Federal income tax expense. company witness Rovan 
testified that the appropriate a1ount of amortization of 
investment· tax credits allccable to North Carolina 
operations is $23,083, or 88.41 of the total Company test
period amount. The revenue apfortionment ratio used on the 
1975 State inco·me tax returns was 88.4%. staff witness 
Dudley testified that $22,946 or B7.9l' of the total test
period amount of amortization of investment tax credits 
should be used in this proceeding to de termine Federal 
income tax expense •. Staff witness Dudley testified that the 
investment tax credit is based on the acquisition of 
qualifying de preciable plant investment and is therefore 
more closely associated with the _North carolina plant in 
service ratio (.879) than the unrelated•- revenue 
apportionment ratio (.884). The Commission concludes that 
the proper amount of total. investment tax credits amortized 
vhich is al.locable to Borth Caro1ina operations for the 
purpose of coaputing test-period Federal income tax expense 
is more closely related to the qualifying plant investment, 
and. therefore, the North.carolina plant in service ratio 
than to a ratio of North Carclina gross revenues to total 
gross revenue s: therefore, the Commission con cludes that the 
proper amount of amortization of investment tax credits for 
use in this proceeding is $22,946. 
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The Commission concludes that the proper amount of State 
income taxes is $45,866 a nd Federal income taxes is 
$321,964. 'Ihe following schedule sets forth the approved 
State a nd Federal income tax calculation: 

Line 
_l!Q� Ite! 

1. Total operating revenues

2. operating revenue deductiors:
3. Opecating expenses and depreciation
4. Other operating taxes
5. Interest - customer de pc sits
6. Interest expense
7. Total deductions

8. St ate taxable income (LI - L7)
9. State income tax rate

IO. State income taxes (LS x L9) 

I 1. 
I 2. 
I 3. 

I 4. 
I 5. 

Feder al taxable income (L8 - 110) 
Federal income tax rate 
Federal income taxes before amortization 

of investment tax credit 
Amortization of investment tax credit 
Federa.l income taxes (LI 3 - 114) 

$3,246.220 

1,876,935 
353,462 

603 
250.791 

_£.&. 48 I , 791 

764,429 
X .. 06 

$ 45,866 
==:=:===== 

718,563 

---� 

344,910 
22,946 

$ 321,964 
==:====== 

The final operating revenue deduction upon vhich the two 
witnesses are in disagreement is interest on customer 
deposits. Company witness Rowan did not include any amount 
of interest on customer depositE as an operating expense 
while Staff witness Dudley included an end-of-period amount 
of $603. The Coumission has pre1iously concluded that the 
amount of end-of-pe riod customer deposits allocable to North 
Carolina should be included as a teduction of the vorking 
capital allowance and now ccncludes that it is proper to 
include $603 of end-of-period interest on these deposits as 
an operating revenue deducticn with the result that aid
Carolina vill be allowed to recover only its cost of these 
customer supplied funds. 

Based on the testimony and evidence presented in this 
cas e, as discussed above, the cc■■ission concludes that the 
proper level of total operating r�venuE deductions is 
$2,598, 830 .. 

EVIDENCE AND CONCLUSIONS EOB FINDINGS OF FACT 
NOS. 17, IB, AND 19 

There · vere tvo witnesses presented in the area of cost of 
capital/Fair Bate of Beturn. JosEph Brennan, President of 
Associated Utility services, Inc., vils presented by the 
Company and Edwin Rosenberg was presented by the Commission 
Staff. Mr.. Brennan testified that his studies led him to 
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the conclusion that the required return on the original cost 
investment of the Comt=any was at .least 8.66'.l. This return 
on the original cost investment translated into a "return on 
original cost common equity of 141. Hr. Rosenberg 
recommended a return en original cost common equity of 13% 
with a resulting return on original cost investment of 
8.19%. 

The differences in the recommendations of the two 
witnesses can be traced to a combination of- factors. First, 
they employed slightly different capital structures with Hr. 
Brennan using th e forecasted year-end 1976 capital structure 
and Hr. Rosenberg using the capital structure at tbe end of 
the test year. The actual ratios were only slightly 
different and the Commission, therefore, conc1udes that the 
test year c apital structure as frcposed by the Staff should 
be used .. This capital structure consisted of the fallowing: 

Class of capital 

Long-term deb.t 
Short:-term debt 
Common equity 
cost-free capital 

41 .31 
6.31 

44.91 
1.41 

===== 

When the excess of the fair value of the Company's 
property used and useful at the end of the test year over 
and above the original cost cf such property or the fair 
Value increment of $972,713 (as determined in Finding of 
Fact No. 13, supra) is added tc the eguity component of the 
original cost or actual capital structure at the end of the 
test period, the resulting fair value capital structure is 
as follows: 

Long-term debt 
Short-term debt 
common equity 
Cost-free capita1 

.'LQL�al 

31.85 
5. 84

49.52
6.19

==== 

The second area of difference between the two witnesses is 
in. the area of the proper cost of short-term debt. Hr. 
Brennan used a cost ra te of 10% while ftr. Rosenberg used 
8.5%. The use of the JOi rate for short-term debt as 
proposed by Hr. Brennan is inappropriate. Short-term debt 
r ates are not now near 10%; the7 have not been near JOI for 
some time, and the commission can see no indication that 
they will soon return to that level. Indeed, the 8.5% rate 
used by the Staff witness would seem to allow a reasonable 
margin for an increase in the cost of short-term debt. The 
commission, therefore; concludes that the 8.5% cost figure 
for short- term debt is proper and such figure vill be used 
here. 
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The diff erences in the embeaded cost of long-term debt 
proposed by the two witnesses are minimal; !!r. Rosenberg 
used 4.39% while Mr. Brennan used 4.38%. The Commission, 
consistent with the previous discussion, concludes that the 
4.39% figure proposed by the Staff should be used. 

The third area of disagreement between the witnesses 
concerns the proper cost rate to be assigned to eguity 
capital.. As noted above, Mr. Brennan used 141 and Mr. 
Rosenberg used 13%. Each witness based h is cost of equity 
on a study which he performed and, al though the 
methodologies differed, the basic objective o f  each witness 
vas to take info rmation from historical capital market data 
and apply it to the cost of eqcity to the company. Mr. 
Brennan made use of the earnings/price ratios of various 
utility and nonutility companies as we ll as other tests such 
as the Discounted Cash Plew apFroach to arrive at his figure 
of 14% .. �r. Bosenberg relied on th e application of the 
Discounted C ash Flow approach to a group of 13 operating 
telephone utilities and te1ephone holding companies listed 
in the� Line �2ruBJ: �1 to reach his.recommended 
return of 13"-

The determination of the proper return rate to be used for 
the common equity compo nen t of capital lies within a "zone 
of reasonablenesS" and is never with out some margin for 
e rror; thus, the choic e bet111een the 13" and the 14'1 
recommendations of the tvo 1d tnesses is not a clear-cut 
matter. The evidence does not SUFport either a concluSion 
that the return of 13� as recommended by Kr. Rosenberg would 
jeopardize the Company's ability to carry out its 
obligations to its customers and investors or a conclusion 
that the return of 14% as recomaended by Hr. Brennan would 
be in excess of the reasonable level of returns required by 
G.s. 62-(33 (b) (4). 

The Com�ission has considered the evidence presented in
light of the tests laid dovn by G.S .. 62-j33(bl (4) and the 
opinion of the Supr eme Court of North Carolina in State� 
rel. Utilities Commission, et al. v. Duke Power Company, 
285 N.C. 377 (1974). Considering also the fair value of its 
investment in utility p�OFerty, its b usiness and financial 
risks and the markets in which it must compete for debt and 
equity capital, the Commission ccncludes that a rate of 
return of 7.8% on th e fair value of Mid-Carolina's property 
used and useful in rendering telefhcne utility service to 
North Carolina customers is r easonable and fair. Such a 
ret urn on fair value will produce a return of 11-391 on the 
Company's fair value equity, vhich includes both book equity 
and the fair value equit y. The actual return on end-of
period book common eguity ·yielded by the rate of return 
herein approved on rate base is 13.71�- such returns on 
book commo n equity and fa ir value egnity are just and 
r easonable. The Commission finally concludes that the rates 
herein approved should enablE the Company, given prudent 
managenent, to attract su£ficient debt and equity capital 
f rom the market to discharge its obligations, including a 
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fair profit to its shareholders, and to achieve and maintain 
a high level of service •to the putlic. 

EVIDENCE AND CONCLUSIONS lOE FINDING OP PACT NO. 20 

The following charts summari2e the gross re11enues and the
rates of return which the company should have a reasonable 
opportunity to achieve, based upon the incr eases approved 
herein. Such charts, illustrating the Company's gross 
reven ue requirements, inc orPorate the findings, adjustments 
and conclusions heretofore and herein �ade by the 
Commission. 

SCHEDULE I 
MID-CABOLINA TELIPEONE COMP�NY 

DOCKET NO. P-1 I 8, SUB 7 
STATEftENT OE 6ETURN 

TWELVE.MONTHS ENDED FEBBUABY 29, 1976 

Present 
_ggtes_ 

QJ?.g� at i!!.9 .. Ji.9!@.!!§2 
·Local service
Toll service
Hiscellaneous
Uncollectib.les
Total operating 

$ 1,820,119 
1,311,381 

1.58,504 

-�!,'' q,_,�� 784)
revenues __ 3�461220 

Q.Rgrating Revenue Deductions 
�aintenance expenses 
Traffic expe nses 
Commercia1 expenses 
Genera1 office salaries 

and exp ens es 
othe r operating expenses 
Expenses charged to 

Q45,50I 
27,218 

199 ,783 

299,578 
24q,eo2 

construction _ __j.§Q._]:88J 
Total operating expenses I ,156,094 

Dep reciation 
Taxes-other than income 

-Income taxes-state & federal
Interest on c ustomer

"120,841 
3!:3, 1'62 
367,830 

Inc rease 
_Approved 

$569,497 

{5,499) 
563. 998

33,81'0 
271 ,o 17 

After 
Approved 
Increas e 

$2,389,616 
1,311,381 

1 58 ,soq 
__{49.283) 
_b_SJ0,218 

4qs,so1 
27,218 

199,783 

299,578 
244,802 

{60,788) 
1,156,094 

720,841 
387,302 
638,847 

deposits 603 ____ 603 
Tot�1 operating reven ue 

deductions 2,598,830 304,857 2,903,687 
Net operating income for 

return $ 6117,390 $259,141 $ 906,531 
========== ======== ========= 



Investment in Telephone 
Plant 
Telephcne plant in 

service 
Less: Accumulated 

depreciation 
Net investment in tel.e
phone plant in service 

A1lovance for i'orki.!!9, 
�apit!!! 
Materials and supplies 
Cash 

Average prepayments 
Less: A.verage operating 

tax accruals 
Customer deposits 
(end-of-period) 

Total allowance for 
working capital 

Net Investment in Tele
phone Plant in Service 
Plus Allowance for 

RATES 

$pJ ,. 620,Q08 

-1!!..Q.22..2 37 J 

(0,550,671 

127,986 
�6 ,39( 
35 ,,.228 

(I so• 750) 

(10,046) 

___ se,0O9 

625 

SJ4,620,408 

(4,069,737) 

- 10,550,671 

127,986 
96,39( 
35 ,.228 

(I 50,750) 

(10,046) 

98,809 

Working Capital $J0 ,,. 6.li9,480 $10,649,480 

$11,622,193 Fair Value Rate Base 

Rate of Return on Fair 
Value Bate Base 

======= 

$11,622,193 
========= ======= ========= 

5.571 7 .80% 
========== ======== =========== 
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SCHEDULE II 
HID-CAROLINA TfLIFEONE COMPANY 

DOCKET NO. P-1 J 8, SOB 7 

TVELVE HOHTHS ENDED IEEBOARY 29, 1976 

Embedded 
Cost or 

Return 
Ratio common 
_L Equity 

an Net 

CA.PIT Al.IZATION 

Long-term debt 
Advances from parent 

company 
Total debt 

common Egui tJ 
Book $ll,782,682 
Fair val.ue 

increment 972,713 

Cost-free capital 

Total 

Long-term debt 
Advances from parent 
company 
Total. debt 

Common Equity 
Book $ll,782,682 
Fair value 

increment_�ll1 

Cost-free capital 

Total 

Fair Value 
�:t.g_Bag_ 

Present Rates 

$ 4,399,300 

___ 6l§d1i 
5,077,672 

5,755,395 

__ 7 l!.2..J. 2 6 

$11,622,193 
====---=== 

,!Bproved Rates 

$ ll,399,300 

__ §1_8,372 
5,077,612 

5,755,395 

__ 289.,J.26 

$11,622,193 
========== 

- Fair

37.85 

5.84 
43.69 

41. I 5 

_ __h.TI 
49.52 

_6.79 

100.00 

- Fair

37. 85

5; 84 
43. 69

41- I 5

8. 37
�52 

6.79 

100.00 

Value 

4.39 

8.50 

6.89 

Value 

4.39 

8.50 

11-39

operating 
'Income 

Rate Base 

$193,129 

57,662 
250,791 

396,599 

$647,390 
======= 

Rate Base 

$193,129 

57,662 
250,791 

655,740 

$906,531 
======= 

EVIDENCE AND CONCLUSIONS FO1i FINDING OF FACT NO. 21 

Philip L. Hamrick, President of Mid-Carolina Telephone 
company, testified regarding the Applicant's proposea rate 
schedules. He proposed a unifcrm rate structure for Kid
Carolina for local service, miscellaneous rates ana service 
connection charges. In addition to proposing the 
elimination of all zone charges fer service outside of the 
base rate area, Hr. Hamrick requested a ratio of business to 
residence rates of 2.5 to J. Hr. Hamrick. statea that the 



RA'IES 627 

service rates �ere established 
in order to make the ra tes 

custcmers. Hr. Hamrick also 

Appl.icant•s basic telephone 
on the basis of calling scope 
more equitable among all 
proposed an increase in the 
20¢ from the present 1012". 

local coin pay station rate to 

Wi lliam J. Willis, Jr., Rates and Tariff Engineer of the 
Commission's Teleph one Bate Secticn, testified regarding his 
eval.uation of the A.ppl.icant•s rate proposals and his 
recommendations for additional and alternative changes. In 
the area of local service rates, Mr. Willis noted that the 
rate ratios recently set by the Commission for other 
compan ies could produce large itcreases in the Applicant's 
business rate s and suggested that smaller rate r atios should 
be considered depending on th e conclusions concerning 
revenue requirements made by the Commission in this docke t. 

In regard to the Appli cant•s proposal for ro tary lihe 
rat es, Mr. Willis recommended that the Commission limit the 
application of a rotary rate to ro tary lines not terminated 
in key systems, mu l tiline se ts er PBX switchb oards and that 
the rotary arJ:angemen t should be includEd in the key trunk 
and PBX trunk rates w ithout an additional additive. Mr. 
Willi s suggested an expan sion of the key trunk definition to 
include lines terminating in thre e-line sets and singl.e
button sets as well as central cffice lines terminating in 
key systems. Hr. Willis presented a revised service charge 
format vhich he recommended as more equitable than the 
forma t used by the Applicant and stated his support for 
increases in service charges under that schedul.e to a level 
m ore closely based on cost which would keep pace with 
marketing methods a11d other changes that may follow from the 
FCC Is equipment registration pr_ogram. Mr. Willis supported 
the Applicant's proposals for an increase in the ·1ocal coin 
rat e an d a change in semi�ublic billing. Mr. Wi.llis furthe r  
recommended a change in the pro cedure for rating mileage 
services such as e·xtension l.ine, tie line and local private 
line service. Hr. Willis proJ?o::ed that the company change 
to a direct airline method cf measuring local mileage 
services. 

Mr. Willis also proposed changes in rates for certain 
miscellaneous items� He stated tlat he had obtained dir ect 
cost information figures from other companies concerning 
sOme of these items; as to the ethers, he sta ted that they 
�ere being offered at rates which are out of line with rates 
of other companies. 

Based on the testimony and exhibits of Mr. Hamrick and Hr. 
Willis, the Commission reaches the fol lowing conclu-sions 
vith regard to the rates and charges to be approved for Mid
Carolina Telephone Co11.pany: 

1- Basic Bate Schedule

(a) The Co&missicn concludes that the ratio between
business and residence individual line rates
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should be increasE.d to 
a level which the 
discretion, believes to 

approzimately 2.5 to I, 
Commission, in its 

be just and reasonable. 

(b) The Commission concludes that rates for PBX 
trunks and key trunks should be increased so 
that they vill mcxe near1y reflect relative 
value of service and relative costs. 

2. service Charges 

The Commission concludes that Mid-Carolina's service
charges should, be increased to a level vhicb more
closely approximates �he level of costs involved in
doing the vork and t hat the charges applicable for
each reguest should depend on the actual work 
functions invo_l.ved. The increased charges should be 
implemented using the for■at, with a slight 
modification, proposed by the Staff. 

3. Coin Telephone Service

The commission concludes that there is a need to
adjust the lo<;a� coin call charge from I 0¢ to 20¢.
While recognizing that, percentagewise, this is a
large increase, the Comaission notes that there have
been numerous increases in the cost of providing this
service and that the charge has not been increased
for over 20 years.

q. Supp.lemental services ana igui pment

The Commission conc.ludes that the provision of
supplemental services ana equipment should not result
in a burden UEOD subscribers to basic service and
that the rates should be set accordingly.

5. Mileage Services

The commission concludes that rates for local mileage
services should be basea upon direct airline
measurement and that the rates shciuld be increased to
more closely cover the costs of this class of
service.

·EVIDENCE AND CONCLUSIONS FOB 'FINDING OF FACT NO .. 22

Vern w. _ Chase, Chief Engineer of the commission• s 
Telephone Rate Section, testified that directory assistance 
has become an expensive service to provide and that it is a 
service where the ccsts can be identified for rendering the 
service as  vell. as for identifying the amcunt of service 
used by e ach subscriber. Further, he sta ted that there is 
no question in his ■ind but that t he use of airectory 
assistance will increase, not because there llil.l be more 
subscribers, but because more subscribers wi1.l use the 
service ·excessivel.y if mea.ns are not taken to curb such use. 
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He also testified that a cha rge for directory assistance is

a fair way to reduce the use and to allow those using the 
service excessively (5 calls per month fer subscriber) to 
pay a ccordingly, especially since excessive use generally 
involves certain tyi:es of businesses and very fev 
residential subscribe rs. Kr. Chase r ecommended approval of 
the directory assistance charge plan previously authorized 
for Central Telephone company. 

Neither the Applicant nor the Attorney General offered 
testimony relating to directory assistanc e charges. 

Based on the foregoing evidence, the Commission concludes 
that charges for directory assistance inquiries are an 
appropriate means of allocating to subscribers a portion of 
the costs of specific services used by them. A large number 
of calls a re made for informatic� that is readily avai lable 
in the t e1ephone book. This pra ctice pla ces a burden on the 
general body of telephone ratepayers and binders keeping 
basic charges for service as lo• as possible, which is in 
the best interest of all sutscribers, especially those 
subscribers with marginal ability to maintain telephone 
service. An estimated reduction of approximately 60% of the 
directo ry assistance traffic is a clear example of the fact 
that a D.A. c harge, among other things, vill cause telephone 
users to consult the di rector y  for desired numbers and to 
reco rd numbers once obtained from othe r sources. Th e 
commission is  of the opinion that requests for directory 
assistance create an identifiatle cost which should be borne 
by those for wh om it is incurred. 

The Commission concludes that an allowance of ·five (5) 
free calls monthly w ill adequate1y pr ovide for the 
reas onabl e needs of nearly all subscribers for numbers not 
otherwise available and that a charge of 20¢ for each local 
direct ory assistance reguest in excess of five (5) Calls 
montbly per subscriber sho uld be approved. The commission 
further concludes that there should be no charge for toll 
dir ectory a ssistance inquiri es uade outside the home a rea 
code. With respect to toll directory assistance inquiries 
made within the home area code, a matching plan should be 
i mplemented and subscrib ers should be allowed one free toll 
directory assistance inguiry fer each sent paid toll call to 
a number in the home number ing area. The Commission is of 
the opinion that a 60% reduction in local directory 
assistance calling may teascnatly be expected. This would 
result in an annua1 expense decrease of $23,045 and 
increased revenues cf $1,665. 

The Commission is cf the c�inion that those persons who 
are blind or otherwise physically handicapped to the extent 
they are unable to use the teleFhone directory shou1d be 
exempted from D. A. charges. Jill D.A. charging plans, 
including the one a pproved herein, are co nsidered 
experimental for approximately cne year or until sufficient 
information is gathered from ether sources. It is the 
Commi ssion's intent to allow the telephone comFanies to gain 
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operating experience with different flans. At such time as 
sufficient data is available to evaluate the merits of such 
plans, the Commission expects to initiat·e a proceeding to 
consider D.A. charging fat all Iegulated telephone companies 
in North Carolina and to consider changes, if any, to be 
made in the D.A. charging plans already appro ved. 

IT rs, THEREFORE, ORDERED AS IOIL00S: 

J. That Mid-Carolina, in cooperation with the Commission
Staff, shall initiate an investigation into the service 
problems testified to by the �ublic witnesses from Denton. 
such investigation shall include such participants from 
other connecting telephone utilities, as may be necessary to 
solve the problem described during the hearings. 

2. That the Applicant, Plid-Carolina Telephon e Company,
be, and hereby is, authorized tc increase its North Carolina 
local exchange rates and charges to pro duce additional 
annual gross revenues not to exceed $569,497 based upon 
stations and operations as of February 29, 1976, as 
hereinafter set forth in Appendices A, B, and C. 

3. That the rates, charges, atd regulati ons set forth in
Appendices A, B, and C attached hereto, which will produce 
addi tional g ross revenues of approximately $569,497 from 
said end-of-test-period custoRers, be, and h ereby are, 
approved to  be charged and iuFl emented.by the Applicant, 
effective on service to be rendered on and after the da te of 
this order except as noted hereinafter. 

4. That the Applicant shall file within seven days from
the date of this Order the necessary revised tariffs 
reflecting the above changes 1n rates, charges, and 
regulations shown in Appendices A and B- Revised tariffs 
reflecting the provi sions in Appendix c shall be filed 30 
days pri or to the effective date cf said provisions. 

S. That the Applicant shall file monthly reports on the
conversion of coin pay stations tc the $.20 charge until 
such conversion is completed. The reports shall include as 
a minimum the total number of stations in service by class 
(public, semipublic) and typ e (triple-slot, single-slot) and 
th� number of stations by class and type converted or 
replaced. The final report shall include the date on which 
a 11 conversions were completed. 

6. That Hid-Carolina i s  authori2ed to begin directory
assistance charges in accordance with Appendix C attached 
heret o within 62 days of this Order and after the NOTICE 
attached as Appendix D is given tc its subscribers as a bill 
insert or direct mailing within JS or more days before 
directory assistance charg€S become effective. Hid-Carolina 
shall, within 30 days after directory -assistance charges 
become effective, mail as a bill insert the REMINDER, also a 
part of Appendix D, to all subscribers. 
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Should the Company be unal:le to initiate 
assistance charges in acccrdance 1;i th the above 
it shall so advise the Commis sion. 

directory 
provisions, 

Purther, f'!.id-Ca_rolina shall place in its 
directories the infcrmaticn included in Appendix D 
to directory assistance charges. 

te.lephone 
relating 

ISSUED BY ORDER OF TBE COMMISSICN. 
This the I st day cf February, I S77. 

(SEAL) 
NORTH CAFOLINA O'IILITIES COPHHSSION 
Katherine M. Peele, Chief Clerk 

APPENDIX A 
MID-CAROLINA TELEERONE COMPANY 

DOCKET NO. P-118, SUB 7 

BASIC_LOCAl SElHICE 

Exchange Rate Groups 
Honth!Y_Flat_Rates 

Business 

Group 
I 

Main 
Stations and 
Eguival� .1=llh l::..!'.!la _!!-Pt.L_ l.=E.t.l: ... 2-Pty. 

2 
3 
4 
5 

0-2000 
2001-4000 
4001-0000 
8001-16000 

16001-32000 

Exchangg 
Columbus 
Den ton 
Granite Quarry 
Gree-n Creek 
Mooresvi1le 
Tryon 

7.80 6. 80 6.55 19.50 
8.00 7.00 6.75 20.00 
8.20 7.20 6.95 20.50 
8.40 7. 40 1.15 2 I .oo 
8 .60 7.60 7 .35 2(.50 

Applicable Local 
Excha�gL!llLQ�2 

3 
I 
5 
3 
J 
3 

All zone charges are eliainated. 

11.so
(8.00
is.so
19.00
(9.50

4 -Pt:y: • 
I 7. oo 
I 7. so 
1s.oo 
1 a.so 
19.00 

Note: For the remainder of ApFetdix A and Appendices B,. C, 
and D, see the official Ctder in the Office of the 
Chief Clerk. 

DCC KET NO. p-40, SUB I 4 I 

BEFORE THE NORTH CAROLINA UTILI'IIES COHHISSION 

In the Matter of 
Application of Norfclk & caro1ina Tele
phone & Telegraph Company for Authority 
to Adjust its Rates and Charges in its 
service Area Within Ncrth Carclina 

ORDER APPROVING 
INCREASES IN 
BATES AND CHARGES 
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HEARD IN: Room of the commission, Ruffin 
�est Morgan Street, Raleigh, 
on December 7 and B, 1976 

The Hearing 
Building, One 
North Carolina, 

BEFORE: Commissioner J. 'ilard Pui:rington, Presiding; and 
Commissioners Tenney I. Deane, Jr., and Barbara 
A. SiDfSCD

APPEARANCES: 

Fat the Applicant: 

Robert C. Hoviscn, Jr., and Edwar d S. Finl.ey, 
Jr., Jcyner & Hoviscn, Attorneys at Lav, Post 
Office Box 109, Raleigh, North Carolina 27601 

For the Intervenors: 

Robert P. Gruber, Special Deputy
General, Ncrth Carclina Department of 
Po st Office Box 629, Raleigh ,. North 
27602 

Attorney 
Justice, 
Carolina 

For: The Using and Consuming Public of 
North Carolita 

For the Commission staff: 

Wilson a. Partin, Jr.,, and Dwight 
Assistant Commissicn Attorneys, North 
Utilities Commission, Post Office 
Raleigh, Ncrth Carclina 27602 

Pl. Allen, 
Carolina 

Box 991, 

BY THE COM�ISSION: On July 16, I 976, Norfolk & Carolina 
Telephone & Telegraph Company (Norfolk Carolina, the 
Applicant, or the Company) filed an Application with the 
C ommission for authority to adjust and increase its rates 
and charges for local telephone se rvice in North Carolina to 
become effective without suspension on service rendered from 
and after August 31, 1976. 1he increase requested would 
amount to $713,000 in additional local service revenues. 
The company also filed vit h its AFilication a request that, 
in the event the commissicn sus1ends the effective d at e  of 
the proposed rates, the Commissicn then permit the Applicant 
to place its rates into effect en an interim emergency basis 
subjec t  to refund. 

On August 4, 1976, the Ccatdssion issued its Order 
suspending the proposed rates and setting the matter for 
investigation and hearing. 'lhe hearing on the Company's 
Applicatio n vas set for Tuesday, December 7, ( 976. The 
Commission's order al so suspended the proposed interim rates 
and s et the company's request for interim emergency rates 
for hearing on Thursday, Septembe r 2, 1976. The Order 
r equired the Applicant to giv e afpropriate notice of the 
proposed increas es, both interim and permanent, to the 
public and to its customers. !be Order also provided for a
test year ending December 31, 1975. 
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The request for interim energency relief came on for 
hear-ing a s  sched·uled on September 2, 1976. The App lica nt, 

the Commission Staff, and tbe Attorney General of  North 
Carolina were present and were refresented by counsel. The 
�pplicant offered the testim ony and exhibits of L. s. Blades 
III, President o f  Apflica nt: Eobert M. Byrum, Chief 
Accounta nt of Applicant; and Chauncey D. Leake, Jr .. , Vice 
Pr�sident of Moseley, Hallgarten and Estabrook, Inc .. 
Neither the Staff nor the Attorney Gene ral offered 
witn esses. Thereafter , en Seftember 111, )976, the 
Commission issued its Order tenying Bequest for Inte rim 
Emergency Relie f, which held that the Compa ny failed to s hov 
that good cause existed to grant the interim relie f 
r equested by it. 

The Company's Application came on for hearing as scheduled 
on December 7, j 976, at the Commission's Hearing Room in 
Raleigh. The Applicant, the Commission Staff, and the 
Attorney General of North Carolina were present and were 
represented by counsel. 'Ihe Applicant presented the 
testimony of the following witnesses: 

I. L.. S. Dlades III, Fresident of Norfolk Car olina 
Telephone Ccmpa ny, testified on the Company's Application, 
the service to its customers, and the need· for additiona l 
revenues; 

2. Joseph F .. Brennan, President of Associated Utility 
Services, testified on the cost of capital and on the fair 
rate of return; 

3. Robe rt M. Byrum, Chief Accounta nt of the Company,
testified on the accounting aspects of the Application; 

4. John
Utilities 
testified 
service; 

c. Goodman, Vice Fresident and Ma nager, Public
Division, American Ai;praisa l Company, Inc., 
on the appraisal study of the Company's plant in 

5. William C. lieekins, Jr., secreta ry-Treasurer and 
Commercial Manager of the Applicant, testified on the 
Applicant's proposed rates a nd charges; a nd 

n. Chauncey n. Leake , Jr., Investme nt Banker, Moseley,
Hallgarten and Estabrook, Inc .. , testifie d on Applicant•s 
financing plans for issuance of lcng-term debt a nd equity. 

The Commission Staff offered the testimony and exhibits of 
the following witnesses: 

I. Vern W. Chase, Chief Engineer of the Telephone Rat e 
Section, testified on the Ccm[any's directory assistance 
charges; 

2.. Millard N. Carpenter, E.ate 
Division, testified on the Ccupany's 
charges including service charges; 

Analyst, 
proposed 

Engineeri ng 
rates and 
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3. Hugh L. Gerringer, Telephone Engineer, testified on 
the apporti onment of the Company's North Carolina operations 
between interstate and intrastate jurisdictions and the 
Company's representative intra�tate toll revenues for the 
test period; 

4. Eugene H. Curtis, Jr., ci;erations
Operations Analysis section, testified on 
cost appraisal filed by the Company and 
the Company's fa ir value rate base; 

Engineer vith the 
the replacement 

the derivation of 

5. Benjamin R. Turner, Jr., 'Ielephone Engineer in the 
Telephone service Section, testified on the evaluation and 
investigation of the company's quality of telephone service; 

6. Paul B. Goforth, Staff Accountant, testified on the
test year original cost net investment, revenues, expenses, 
and returns on original cost net investment and common 
equity; and 

7 .. Thomas M. 
Analysis Section, 
rate of return. 

Kiltie, Eccncmist with the Operations 
testified on the cost of capital and fair 

The following public witnesses appeared and testified on 
behalf of the Dare County Board cf Commissioners: 

G. Levin Aldridge, Manteo, North Carolina, and Thomas 
Gray, Chairman of the Dare County Eoard of commissioners. 

Other matters which apfeared ir the official file of this 
docket include a letter of August 30, 1976, from the 
President of the C ompany, L .. S. Elades III, confirming that 
a merger between the North Carclina and Virginia operations 
of the Norfolk Carolina Telephone Compa ny was consummated on 
August 24, 1976, and that the Company shall be known 
hereafter as the Norfol·k Carolina Telephone company. 

Based on the ver ified Application and exhibits, the 
testimony and exhibits t,resented at the hearing, and the 
previous Commissi on Orders in rocket No. P-40, Sub 134
confirming the quality cf service provided by the Applicant, 
the Con';mission makes the fcllcldr:g 

FINtINGS CF FACT 

I. Norfolk Carolina Telephone Company is a duly 
franchi sed public utility pro�idir.g telephcne service to its 
subscribers in North Carolina and is· a duly created and 
P.Xisting corporation authorized tc do business in North 
Carolina and is lawfully before the Commission in the 
proceeding for a determina ticn cf the justness and 
reasonableness of its proposed rates and charges as 
regulated by the Coremissicn under Chapter 62 of the General 
Statutes of North Carolina .. 



RA 'IE S 

2. The present Company evolved from a merger between
Norfolk and Carolina Telephone ccupany and The N orfo lk 
Carolina Telephone Company of Virginia, which merger 
approved by this Commissio n and final.ly consummated 
August 21.1, J 976. 

635 

The 
and 
was 

on 

3. Norfolk Carolina, with hea dquarters in Elizabeth
·City, North Caroli na, serves approximately 32,463 total
stations and provides tel.ephcne service in seven counties
and seven municipalities in northeastern North Carolina.

4. The present proceeding is the first general ra te
Application filed by the Company since June 17, 1974, other 
than a supplemental application for interim rate relief on 
August 5, 1974. The Commission granted interim and final 
rate relief in said Applications by Orders dated August 29, 
1974, and April 11, 1975. 

5. The test period used in this
purpose of establishing rates as required 
is the 12-mon th period ended tecemher 31, 

proceeding for the 
by the Commission 
I 975. 

6. The annual increase in local service revenues sought
by the company is $713,000. 

7. The o verall quality 0£ service provided by Norfolk
Carolina is inadequate. 

B. The original ccst of Nc:rfolk Carolina's intr astate
telephone plant �n seryice used and useful in providing 
telephone service 1s $21,248,191'. The accumulated 
depreciation asso ciated �ith this telepho ne plant in service 
is $5,524,649. Norfolk Carolina's reasonable original cost 
of intrastate net telephone plant in service is $15,723,545. 

9. The reasonable .. replacement cost less depreciation of
Norfolk Carolina's 17lant used and useful in providing 
intra state telephone service in North Carolina is 
$19,333,628. 

10. The fair val ue of Norfclk carclina's plant used and
useful in providing intrastate t eleFhone service in North
Carolina should be derived by giving 2/3 weighting to the
reasonable original c cst less deprecia tion of Norfolk
Carolina's plant in ser vice and 1/3 weighting to the
depreciated replaceirent ccst of Ncrfolk Carolina 1 s utility
plant. By this methcd, using the de preciated original cost
of $15,723,545 and the depreciated replacement cost of
$1(),333,628, the Coll!mission finds that the fair value of
Norfolk Carolina's utility plant devoted to intrast ate
t�lephone s�rvi ce in North Carolina is $16,926,906. This
fair valu e includes a reasonable fair value increment of
$1,203,361.

II. The reasonable allowance for working capital is
.$2'57, 702. 
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12. The fair value of Norfolk Carolina's plant in service
to its customers within the state  of North Carolina at the 
end of the test year of $16,S26,906 plus the reasonable 
allowance for workir.g capital of $257,702 yields a 
reasonable fair value of Norfolk Carolina's property in 
service to North Carolina customers of $17, (84,608. 

13 .. The approximate gcoss i:evenues net of uncollectibles 
for Norfolk Carolina for the test period are $5,868,267 and 
under Company proposed rates 11ou.ld have been $6,575,050 
before annualization to year-end levels. 

14. The level of Norfolk Carolina's operating revenue 
deductions after accounting and pro forma adjustments 
including taxes, interest on customer deposits, and an 
annuali2ation adjustment is $4,562,772. 

15. The capital structure which is proper for use in this
proceeding is the f cllo1i1i ng: 

Ite.!!! 
(a) 

Long-term dett 
Shor t-term debt 
Fr eferred stock 
common egui ty 
Cost-free capital 

Total 

fg!'..£§!1! 
( b) 

48. 60 
6.30 

J0.40 
33. 50 

__ldQ_ 
100.00 

! 6. When the excess of tl:e fair value rate base over 
original cost net investment is added t o  the equity 
c omponent of the original cost net investment, the resulting 
fair value capital st:cucture is as follo1i1s: 

Item 
-ia,-

Long-term debt 
short-term debt 
Preferred s t  eek 
common egui ty 
cost-free capital 

Total 

R�nt 
(b) 

45.20 
5.86 
9.67 

38. I 6

_..l..,.ll 
I 00.00 
====== 

17. The Company 1 s original cost equity ratio is 33. 50% 
and the fair value commcn equity ratio is 38.16%. 

1a. The failure of Ncrfolk Carolina to provide adequate 
telephone service is a material factor to be considered in 
establishing the fair rate of return. The company's proper 
embedded cost of long-term · debt is 8.20". The proper 
erabedded cost of short-term debt is 8.50%. The proper 
embedded cost o f  the Company's preferred stock is 10.34�. 
The fair rate of return which �bould be applied to the fair 
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value rate base is 9.00�- The 9.00% r eturn on the fair 
value rate base and the returns cf 8.20% on long-term debt, 
8.50% on short-term debt, a nd 10.34% on preferr ed stock 
yield a rate of return on Norfolk Carolina's fair value 
common equity of 9.95%. If the service of Norf olk Ca rolin a 
had been adequ ate, a return of 9.45% on fair value property 
an� I 1.1% on fair v alue equity would be just and reasonable 
for the Company. 

19- The separation factors proposed by the st aff are
proper for purposes of determining Norfolk Carolina's 
intrastate level of operations. 

20. Charging for directory assistance is an appropriate
means of relieving these subscribers vho do not use 
directory assistance excessivelj cf the cost of said service 
and requiring those who use the service excessively to pay 
in accordance with the se�vice used. 

2 I. The 

included in 
b� just and 

schedule of rates, charges, and regulations 
Appendices A, B and C of this Order are found to 
reasonable. 

EVIDENCE AND CONCLUSIONS EOR llNC:INGS OF FACT NOS. I - 6 

The evidence for the foregcir.g findings is contained in 
the verified Application, the testimony of Company witness 
Blades and previous Commissicn Orders in this and prior 
dockets. Su ch findings are essentially pro cedural and 
jurisdictional in nature and �ere not contested during 
presentation of evidence herein. The Commission calls 
specific attention to the letter of August 30, 1976, from 
Company President Blades confirming t hat a merger between 
the North Carolina and Virginia oper ations of the Company 
was consummated on August 24, 1�76, and th at the Company 
will be known thereafter as t he Norfolk Carolina Telephone 
company. 

EVIDENCE AND CONCLUSIONS FOE FINDING OF FACT NO. 7 

The evidence as to the guality cf telephone servi ce 
provided by Norfolk Carolina which appears in this rec ord 
consists of the testimony and exhibits of L. S. Bl ades III, 
President of Norfolk Carolina TElephone Company; Benjamin R. 
Turner, Jr., Telephone Engineer, Telephone Service Section, 
North Carolina Utilities Cottnission; and two public 
vi tnesses. The commission takEs judicial notice of the 
prior orders of the ccmn:issicn in Docket No. P-40, Sub 134. 

In his direct i::refiled testiir,ony, 11r. Bl.ades testified 
conc erning the history of his employment with the Company, 
the geographical area served by the Company, the estimated 
populati on in th e service area, and an economic profile of 
the service area. Hr. Blades stated that he bega n working 
for the Company as Vice President and General Counsel in 
(962. He remained in that pc�ition until January I, 1973, 
at which time he became President of the Company. Norfolk 
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Carolina Telephone Company serves an estimated population of 
75,. 000 people in eastern Nccth Carolina. The area is 
bounded by Virginia to the north, the Atlantic Ocean to the 
east, Hatteras Inlet to the south, and the Chowan River to 
the vest. He characterized the economy of the area as being 
comprised of two distinct economic groups: The Albemarle 
Metro Area which is basically an agricultural-multi-crop 
truck farming economy and the central region {Dare County) 
which is a mature resort area having a major resort "strip" 
approximately 17 miles long. Mr. Blades also stated that 
the resort area is more unstable economically and esp ecially 
subject to the adverse impacts ot inflaticn and recession. 
Due to t he corrosive nature cf salt air and blown sand, 
equipment and permanent hardware aust be double galvanized 
or covered with another heavy duty materi al. 

In rebuttal, l'lr_. Blades emi:hasized that onl.y a very few 
complaints against the Company bad been received and that no 
c orpora tions have been seriously hampered by the Applicant's 
service. He also indicated that .less than 15 complaints 
against the Company ha ve been filed with the Commission 
during the 12 months immediatelj prior to the hearing. 

Mr. Blad es stated that the ccmEission should look at what 
the Company has faced for the last t�ree years. They have 
had death and illness in tcp management, r ejection by 
lenders and stockhclders, loss cf the interim rate case# and 
union activity in both d ivisions. In order to correct some 
of these problems, the CO�Fany, in addition to strengthening 
its staff, has reorganized, merged two affiliates, handled 
four rate cases, and issued securities on three occa sions. 

�r. Turner t estified cotcer�ing the results of the 
Commissiori Staff's investi gation and ev aluation of the 
quality of service provided by the Company and the Staff's 
review of central office and outside plant engineering. The 
witness ' testimony compared the results of the tests 
conducted by the staff with the ccmmission's service 
objectives. He testified that the Company was meeting the 
Commission's objectives regarding intra office, interoffice, 
and DDD call completion rates; transmission and noise 
measurement; operator answer time; public pay station tests; 
and held orders fo r new and regraded service . The Company, 
bow-eve r, was not meeting the service objectives with regard 
to trouble report rates, troutle report response time, and 
service order handling. 

rir. Turner offered exhibits which showed that the company 
was consistently over the Commission' s trouble report rate 
objective of  six trouble rei:orts per 100 stations and that 
the overall company trouble report rate ran ged from a low of 
6 .. 7 to a high of I I• 7 during )976. Regarding 'the failure of 
the Company to meet the Commissio�•s objectives on trouble 
report re sponse times, the witness pres ented exhibits which 
showed that 28% of the out-cf-service trouble reports 
received before 5:00 P.H. were carried over to the next day 
and that only 74% of the cut-of-service trouble reports vere 
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cleared within 24 hours. He indicated that this exceeded 
the Ccmmission•s objective of nc �ore than 10% of the out
of-service trouble re�orts received tefore 5:00 P.M . to be 
carried over for votk the next da} and at least 95% of all 
out-of-se rvice trouble reports to te cleared within 24 
hou rs. Additionally, Mr. Turnex testified that out of a 
sample of 596 regul ar service orders only 43% were completed 
within five working days. The Ccmmission•s objective is for 
90% of all regular secvice ctdet:s to be worked within five 
wocking days. 

Mr. Turner also pointed out that the Company had not fully 
complied with the Ccmmission's Crder dated April I I, (975, 
in Docket No. P-40, su b (34. ln that Order, the company was 
ordered to: (I) take action to reduce the overall level of
subscriber trouble 1e1=orts to six or less per I 00 stations 
by December 3 ! , 1976, and (2) commence accumulating data by 
July I, 1975, to enable the Ccn:�any t o  determine: (a) the 
percentage of service ot:ders �ctked within five working days 
and (b) the percentage of out-of-service trouble reports 
cleared i n  24 hours. Hr. Turnei: fui:ther testified that 
while the company had fil ed a trouble report practice by 
July I, 1975, the practice has not be en implemented and t he 
overall trouble report objectives outlined in the previous 
Order h ave not been met. 

Mr. Turner also commented en central o ffice and outside 
plant engineering. He stated that the CoQpany•s traffic 
program was s till in its infancy. He noted specifically 
that the purchase of some traffic equipment vas awaiting 
approval and that traffic studies conducted for separ ation 
purposes bad not been analyzed by the Company's St aff 
Engineer to deter mine its usefulness for central office 
engineering. 

In regards to the COm(any 1 s use of demand and facilities 
charts, Mr. Turner stated that the Company was becoming more 
responsive to changes in demand for facilities. He pointed 
out several areas in which the Ccmpany could improve its 
planning of ce ntral office facilities. 

Hr. Tu rner further stated that 
engineering grou p was well organized 
subscriber growth demand�. 

the 

and 

outside plant 
responding to 

The two public witnesses who testified ve re G. Irvin 
Aldridge, Attorney, representin g the Dare County Board of 
Commissioners and Thomas Gray, Chairman of the Board, Dare 
County Board of Commissionecs. 

Mr. Aldridge testified that in his opinion the service 
afforded Dare County has not keFt pace with the modern trend 
of growth in Dare County tut has retained a quality of 
status quo which many users found inc onvenient 10 years ago. 
He complained of getting a busy signal after dialing the J 12 
access code for long distance and of getting a busy signal 
after dialing the 473 prefix. He also complained of having 
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to vait as long as 15 minutes fer access to a 112 trunk. 
Hr. Aldridge further testified that he has had a continuous 
problem of people net being able tc hear him talking from 
his home telephone and that although this trouble has been 
reported to the telephone office en at least six occasions 
the Company's efforts to correct the protlem have not been 
successful. 

Mr. Gray indicated that the residents of  the county would 
like to communicate freely with other people in their own 
county. He also mentioned the 11 p:oblem of getting frequent 
busy signals when trying to reach ttanteo and Nags Head." 

The Commission is of the op inion, and thus concludes, that 
its service objectives are a reasonable measure of the 
overall level of service pro vided ty telephone utilities and 
that they are not unduly difficult to attain provided the 
utility is sufficiently dili�ent in its pursu it of these 
object ives. In the Order dated April 11, 1975, the 
Commission concluded that the Company should take specific 
acti on to improve the qual ity of service and effectively 
gave the company an extended period of time within which to 
reach the Commission's service objectives.. In said Order, 
the Commission concluded that the Company should ado'pt a 
written trouble report practice sc that its performance in 
that area could be better evaluated .. The Company was also 
ordered to undertake annual traffic studies in each centra� 
office and to study connector group traffic individual.ly. 
The Company was directed to pret:are a demand and facilities 
chart for each central office showi ng the number of lines 
and terminals equippe d, assignatle and the numter of lines 
and terminals in service each nonth so that the company's 
future demands could be properly evalu at ed .. Th e Commissi on 
also directed the company to reduce its trouble reports and 
implement procedures to evaluate company response times to 
those trouble reports. 

The evidence in the record of this case indicates that the 
Company has not been diligent in the pursuit of th e se r vice 
goals and requirements this Ccumission found reasonable and 
proper in order to attain an adequate level of service in 
the April 11, 1975, Order and has given this Commission no 
reasonable c a use for its failure to comply with that Order. 
The commission is therefore of the opini on and so concludes 
that the overall quality cf service provided by the Norfolk 
Carolina Telephone Company is inadequate. 

The Company ne eds significant improvement in the areas of 
troubl e report rates, trouble �efort response tim e,. and 
service order response time. specific personnel should b e  
assigned to analyze each of these problem areas and develop 
means of eliminating the deficiencies. Th e company should 
also strive to develof its traffic program .. 

The Commission also concludes t hat the Commission Staff 
should periodically review the Company's progress toward 
reducing the trouble report rate, improving trouble report 
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and service or der response time, and developing fully the 
central office traffic program. The Company's continued 
failure to accomplish these basic service objectives cannot 
be tolerated. The Company is admonished to improve its 
quality of service since failure tc do so could result in 
further penalties far in adequate serv ice. 

EVIDENCE AND CCNCLUSICNS EOB FIN DING OF FACT NO. 8 

The Commission will ncv analy2e the testimony and exhibits 
pres�nted by Company witness Byrum and Staff witness Goforth 
concerning the criginal ccst of Norfolk Carolina's 
intrastate n et telephone plant in service. The following 
chart summarizes the amount which each witness contends is 
prop�r for this item: 

Investment in teleFhone plant 
in service 

Reserve for depreciation 
Net telephone plant in service 

Company 
ii tne ss 
Byrum_ 

( a) 

$21,136,401 
_-2L..966i.134 
$f5,67C, 167 

Staff 
Witness 
Gofoill 

(b) 

$21,248,194 
_i._52U,649 
$15,723,545 

=====----== =--=======-

Both witnesses agreed that Norfolk Carolina's total amount 
of t elephone plant in service at the end of the test year 
was $30,391,658; however, the witnesses disagree d as to the 
appropriate amount cf telephone tlant in service applicable 
to intrastate operations. As can be seen in the chart 
above, tbe amount determined by Staff witness Goforth is 
$11 I , 7 93 greater than the amount determined by Company 
witness Byrum. The differ ent amounts of intrastate 
telephone plant in service found ty the two witnesses result 
exclusively from the use of d ifferent intrastate allocation 
factors. Co mpany witness Eyrum determined the amount of 
intrastate telephone �lant in service by allocating 
telephone plant in service to intrastate operations based on 
intrastate factors developed frcm a cast study for the 12 
months ended June 30, ( 975, while Staff witness Goforth 
allocated telephone plant in service to intrastate 
operations by applying the intrastate allocation factors 
develop.ad by Staff witness Gerringer. 

The Commission has found in �inding of Fact No. J9 that 
the intrastate allo caticn factors 'presented by Staff witness 
Gerringer are the appropriate factors to use in this 
proceeding; therefore, the Com�ission concludes that the 
original cost of intrastate telephone plant in service is 
$21,2U8,!9tJ. 

Th� wi tnesses also disagreed on the proper amount of 
accumulated depreci ation to be deaucted from the cost of 
intrastate telephone ;lant in service in determining net 
intrastate telephone pl ant in service. company witness 
Byrum deducted the actual talance in ac cumulated 
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depreciation as shewn on the bc.cks at the end of the ·test 
year in the ' am.aunt of $5 ,, 466 ,,234, after allocation to 
i.ntrastate opecations. Staff 11itness Goforth inc:ceased this
amount by $58,415 to :ceflect the effect of his end-of-period 
adjustment of $35,676 to depreciation expense and by 
$22,739, resulting frcm the use cf different intrastate 
allocation factors to allocate the accumulated depreciation 
to intrastate operaticns. The factors vere developed by 
Staff witness Gerringer. The Commission has previously 
found that sta•ff witness Gez:ringer' s intrastate allocation 
factors are the appropriate factors to use in this 
proceeding; therefore, the comnission accepts Hr. Goforth's 
adjustment increasing the intrastate accumulated 
depreciation reserve by $22,739. 

The $35,676 adjustment made by Staff . witness Goforth 
increases the accumulat�d deprecia tion balance to bring it 
to an end-of -period level following his en d-of-period 
depreciation expense adjusto:ent. Company witness Byrum made 
an end-of-period depreciation e_xpense adjustm�nt but did not 
ruake the corresponding adj(]stuient to accumul.ated 
depreciation. 

The com11ission is of tbe c�inion that, sin ce the 
ratepayers are being asked to i:a1 in rates to cover an 
additional $35,676 of depreciation expense as if the end-of
test-period plant in serVice had been in service during the 
entire tes1; period, - the accumulated depreciation balance 
shotild be increased as if the end-of-per�od plant had been 
;n service the entire test period. The Commission conc ludes 
that it would be inconsistent to allow the Company to 
increase its depreciation expense to an en d-of-period level 
and not correspondingly i.ncrease the accumulated 
depreciation balance. The commission, there£ore, accepts 
staff witness Goforth•s upward adjustment of $35,676 to 
accumulated depreciation. The Commission concludes that the 
proper deduction of ac cumulated depreciation is $5,524,649. 

The commission concludes that the original cost of Norfolk 
Caroli na's intrastate net tele�bc�e plant i n  service for use 
in this proceeding is $15,723,545. 

EVIDENCE AND CONCLUSIONS EOB FINIINGS OF FACT 
NOS. 9, 10, AND 12 

The tei:DI 11i:eplacement cost" envisions replacing the 
utility pla nt in accoi:dance with modern design techniques 
and with the most up-to -date changes i n  the state of the art 
of telephony. comFany witness Goodman, a consultant to 
Norfolk Carolina, Telephone Company testified with respect to 
his determination of the net trended original cost.valu�tion 
of Norfolk Cai:olina 1s properties u sed and useful in 
�roviaing telephone service tc Nottb Carolina as of December 
31, I 975. Witness GOodman cal cul at ed his net trended 
original cost by computing the surviving original cost 
dollars, a repr'oduction cost ne1i1, a replacement cost which 
corrects plant in service for economies o_f scal_e, and a 
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condition percent based on an 8j present worth analysis for 
calculating accrued depreciation. Witness Goodman 
calculated his replacemen t cost less depreciation and 
provided this value to Company witness Rovan. Witness Bowan 
took the net replacement cost, added in working capital, and 
callea the result fair value rate base. 

Staff witness CuLtis, testifying on replacement cost 
analysis and fair value ,. agreed wit h the reproduction cost 
new and replacement cost as calculated by Company witness 
Goodman. However, in calcul ating accrued depreciation, 
there was a difference between the methodologies of Company 
witness Goodman and Staff witness Curtis. Staff witness 
Cur tis calculated a condition percent based on the book 
reserve for figuri ng the accrued depreciation to be deducted 
from the re placement cost. The commission concurs that a 
conditior percent based on the beck reserve is appropriate 
in that Company witness Goodman·•s 8% condition percent 
methodology understates the de preciation and overstates the 
condition per cent. 

The Commission concludes that the reasonable replacement 
cost less depreciation of Norfolk Carolin a's telephone plant 
in service at December 3J, f975, is $)9,333 ,.628. 

Having determined the apprcpriate original cost of net 
investment in intrastate plant to be $15 ,. 723,545 and the 
reasonable es timate of net replacement cost of th at plant to 
be $19,333,sqs, the commission must determine the fair value 
of Norfolk Carolina's net plant in service. 

The Commission concludes t hat a weighting of 2/3 be given 
the original cost less depreciation a nd a 1/3 weighting be 
given the replacement cost less depreciation. By weight ing 
the net original ccst of $15,723,545 by a 66.7% factor and 
the net replacement cost of $19 ,. 333 ,.628 by a 33.3% factor, 
the fair value of Norfolk Carolina's utility plant devoted 
to intrastate· telephone service in North Carolina is 
$( 6,926,906. This fair value calculation includes a 
�easonable fair value increment cf $1 ,. 203 ,. 361-

The fair value of Norfolk Carclina•s plant in service to 
its customers vithin the state of North Carolina at the end 
of the test period, December 31, 1975, of $)6,926,. 906 p lus 
the reasonable allowance for working capital of $257,702 
yields a reasonable value of Norfo·lk Carolina• s property in 
service to North Carolina custorrers of $17,184,608. 

EVIDENCE AND CONCLUSIONS FOE FINDING OF FACT NO. 11

Staff witness Gofo rth and 
presented a different amount 
a·11o wance. 

Ccmpany witness Byrum each 
for the working capital 

The following chart presents the amount propo sed by each 
witness: 
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cash 
Materials and supplies 
Average prepaymen ts 
Compensating bank balance 
Average tax accruals 
Customer deposits 

Total 

CcmFany Witness 
Byrum 

(a) 
$J89,622 

J27,ij69 

(129,891) 

$J 87,200 

staff Witness 
Goforth 

(b) 
$206,809 

127,575 
7 .,313 

201,910 
(266,869) 
__ll2,l_il) 
$261,427 
======= 

Company witness Byruu p:esented a working capital 
allowance of $187,200 consisting of materials and supplies, 
a cash allowance of 1/12 of OEerating expenses excluding 
depreciation and taxes, less avetage State and Federa1 
income tax accruals. 

Staff witness Goforth presented a vorking capital 
a.llovance of $261,427 consisting cf materials and suppli es, 
a cash allowance of 1/12 of operating expenses excluding 
depreciation and taxes, average prepay�ents and compensating 
bank balances, less the average balance of all tax accruals, 
and end-of-period customer deposits. Hr. Goforth testified 
that the manner in which he determined his working capi tal 
allowance is the manner in which this commission has 
determined the working cafital requirement in recent rate 
proceedings. 

The Commission {concludes that, consistent with other 
recent decisions, the formula method of determining the 
working capital allowance as presented by Staff witness 
Goforth should be used in this c ase. The all owance for 
working capital will be deternined by adding end-of-period 
materials and supplies, cash equal to 1/12 of operating 
expenses (including interest on customer deposits and the 
annuali2ation adjustment), average prepayments, and 
compensating bank balances, less the average balance of all 
tax accruals and end-of-period customer deposits. Using 
these co11ponen ts in the calculation, the Commission 
concludes that the re asonatle allowance for working capital 
is $257,702, consisting of cash cf $203,08Q, materials and 
supplies of $127,575, average prepayments of $7,313, 
compensating bank balance of $20( ,910, less average tax 
accruals of $266,869 and customer deposits of $15,311· 
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EVIDENCE AND CONCL□SIONS FOR FINDING OF FACT NO. )3 

Company wit ness Byrum and Staff witnesses Carpenter, 
Ger ringer, and Goforth presented testimony concerning the 
representative end-of-i:eriod 1evel of operating revenues. 
Sta ff witness Carpenter p resented testimony concerning the 
end-of-period level of service charge i;eve nues.. Staff 
witness Gerringer testified specifically concerning the 
intrastate toll revenue in crease effectiv e July I, 1975, the 
separation factors developed frcm the ccst separation study 
for the 12 months ending June 30, 1975, and the ap propriate 
end-of-period level of intrastate toll revenues. The end
of-period toil revenue amount determined by staff witness 
Gerringer was included by Staff witness Goforth in his 
testimony and exhibit. Witnesses Byru■ and Goforth each 
testified as to the appropriate level of oper ating rev enues 
after accounting and trc forma adjustme nts. The following 
chart shows the amounts claimed by each witness: 

Item 

Local service revenues 
Toll service revenues 
Miscellaneous revenues 
Un collectible 

Tot al 

Company 
Witness 

Byrum 
(a) 

$3,878,883 
1,461,512 

199,069 
[67. 701) 

$5,471,763 

Staff 

witness 
Goforth 

(b) 
$4,049.335 

1,648,110 
203,385 
[37,519) 

$5,863,31 I 

The first item of difference i n  the operating revenue 
stated above concerns lccal ser:vice revenues. Company 
witness Byrum testified that the appropriate 1evel of local 
service revenues is $3,878,883 Khile Staff witness G oforth 
testified that the aFpropriate level is $4,049,335, or a 
diffe rence of $(10,452. 'Ihe $170,452 difference is 
comprised of the following adjustments made by staff witness 
Goforth: 
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Item 
1- Adjustment�annualize December I 975

subscriber station revenues

2. Adjustment to increase directory
assistanc e charge revenues

3. Adjustment for rate increase for the
Ga tesvilie Exchange, effective
July I, I 976 

4. Adjustment to increase revenues frcm
insta llations, moves, and changes for 
rate increases effective
February 15, 1976 

5. Adjustment to annualize increase in
pay st ation revenues gra nted in
Docket No. P-40, Sub 134 

6. Adjustment to annualize December 1975
local private line revenues

Total 

Amount 

$ 90,284 

I 5,585 

4,012 

45,628 

3 .928 
$170,452 
======= 

The Commission will now discuss each of the preceding 
adiustments comprising the $170,452 d ifference in operating 
revenues. 

The first adjustmen t listed above concerns the proper end
o.f-period level of local service revenues. 

staff wi_tness Goforth calculated the end-of-period level 
of local service revenues by multiplying the December 1975 
subscriber stat ion revenues of $315,078 by 12. From this 
amount he deducted an adjustment of $92,068 made by Company 
witn ess Byrum to reflect a local service rate decrease 
effective Fel:ruary 15, 1976 for the Kill Devil Hills, 
Buxton, and Waves exchanges to arrive at his end-of-period 
level of subscriber station revenues of $3,688,868� 

company witness Byrum calculated the end o f  test year 
level of local service revenue by increasing actual local 
service revenues by $115,114 to recognize t he full annual 
effect of the rate increase granted by this Commission in 
Docket No. P-40, sub 134, less his adjustment to reflect the 
local service rate decreas e  for the Kil.1. Devil Hills, 
Buxton, and Waves exchanges, Yhich was effective February 
15, 1976, to arr ive at his end-of-period level of subscriber 
station revenues of $3,598,584. 

Based on the fcregoing discussion of the evidence 
presented in this proceeding, the Commission concludes that 
the method of calculating the end-of-period level of 
subscriber stat ion revenues emFloyed by Mr. Goforth is the 
proper method to use i n  this proceeding because he used the 
end-of-period number of customers and level of rates. The 
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Commission is of the o�inion that the method of determining 
end-of-period revenues by using end-of-period stations and 
rates presents a more accurate level of revenues than the 
method of taking actual revenues per books, adding the 
portion of the rate increase granted in Docket No. P-40, Sub 
134 which was based on the number of stations in service at 
July 31, 1974, and increasing tbe sum of these two items by 
the annualiza tion factor. The Commission concludes th at 
Staff vitness Gofo rth 1s end-of-period level of subscriber 
station revenues i n  the a«ount of $3,688,868 should be  used 
fOr the purpose of fixing rates in this proceeding. 

The second 
adjustment t c 
recogn ize the 
calls. 

adjustment listed above also concerns an 
end-of-per iod lccal service revenues to 
effect of charging for directory assistance 

The Commission has found in Finding of Fact No. 20 that 
charging for directory assistance calls is an appr opriate 
means of relieving these subscribers who do not use 
directory assis tance excessively of the cost of directory 
assistance and reguiring these who use the service 
excessively to pay in accordance with the service used. The 
commission has previously app:c-ved a plan for th e Comp any's 
charging for directory assistance calls; therefor e, the 
Commission concludes that witness Goforth's adjustment 
increasing local service revenues by $15,587 is proper. 

The third adjustment listed above concerns an 
far a rate increase f or the Gatesville exchange, 
July I, (976. 

adjustment 
effective 

Staff witness Goforth calculated the annual revenue 
increase related to the Gatesville exchange, occurring July 
I, J976, by multiplying units at December 31, 1975, by the 
new_ rates granted in Commission Order Docket No. P-40, Sub 
140, to g et the monthly revenue increase. He then 
multiplied the monthly increase by 12 to get the annualized 
increase related to the Gatesville exchange. Company 
witness Byrum used the revenu es recorded during the test 
year and did not consider t he new ra tes granted in 
Commission Order Docket No. P-40, Sub 140, effectiv e July I, 
I 976. 

The Commission concludes that Mr. Goforth1 s method of 
calculating the annual revenue increase related to the 
Gatesville exchange is �roper because he used end-of-period 
units and rat es granted in Commission Order Docket P-40, Sub 
140, effective July I, \976, to arrive at a reasonable level 
of revenues bas ed on the new rates. since the Commission is 
setting rat es for the future, these rates should be based on 
the level of revenues and expenses which are expected to be 
experienced by the Company at the time the rates are set in 
this proceeding. The Commissicn concludes that Staff 
witness Goforth 1 s annual r evenue increase for the Gatesville 
exchange in the amoun t of $4,012 is proper and should be 
used for the purpose of firing rates in this Froceeding. 
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adjustment listed above ccncerns an adjustment 
revenues from installations, moves, and 

staff witness carpenter furnished Staff witness Goforth an 
adjustment of $45,628, increasing service charge revenues. 
In determining the end-of-pericd level of service charge 
revenues, before application of the. annuali?:ation factor, 
vitness Carpenter selected the months of February, July, and 
October and applied the rates a�Froved in Docket No. P-1 DO, 
Sub 34 which became effective on February (5, 1976, t o  the 
service charge activities for these three months. Hr. 
Carpenter testified that the months of February, July, and 
October were selected because the service activity during 
these three months mcst closely represented the average 
monthly service connection charge actively experienced 
during t he test year. 

Company witness Byrum used the revenues booked during the 
test year and considered the new rates granted in Commission 
Order Docket No. P-100, Sub 34, effective February t S, 1976. 

Since the Commission is setting rates for the future, 
these ra tes should be based on the level of revenues and 
expenses vhich are expected tc be experienced by the Company 
at the time the rates are set in this proceeding. The 
Commission concludes that Staff witness Goforth's adjustment, 
ta raise the level of ser vice charge revenues in the amount 
of $45,628 should be used for the purpose of fixing rates in· 
t his proceeding. 

The fifth adjustment listed above also concerns an 
a djustmen t ta annualize pay station revenues. 

Staff wit ness Goforth calculated the en d-of-period level 
of pay station revenues by starting with pay station 
revenues for January through Hay 1976 in the amount of 
$30,168, subtracting Fay staticn revenues for January 
through M.ay !975 in the amount of $21,799. He then divided 
this difference by five to get an average monthly increase. 
He then multiplied the average monthly increase by the 
number of months (6.58) in which the 20¢ rate was not in 
effect to arrive at this increase in pay st ation revenues of 
$1J,015. Staff witness Byrum cnly recognized the 20¢ rate 
increase for 5.42 mon ths in his calculation causing his end
of-period level to be understated. 

Based on the foregoing discussion of the evidence 
presented in this proceeding, the Commission concludes that 
the method of calculating the end-of-peri?d level of pay 
station revenues emplcyed by Mr. Goforth is the proper 
method because his method recognizes all the months in which 
the 20¢ r ate was not in effect and also recognizes the 
reduction, if any, in the numker of calls which resulted 
from increasing pay station rates fr om 10¢ to 20¢. The 
Commission concludes that Staff �itness Goforth's adjustment 
increa sing pay station revenues by $I I ,Of 5 is proper. 
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The sixth adjustment listed atove concerns an adjustment 
to annualize local i:rivate l.ine re�enues. 

Staff witness Goforth calculated the end-of-period level 
of local private line revenues ty multiplying the December 
1975 local private line revent.es of $1,895 by 12 to arrive
a t  his end-of-period level of local private l.ine revenues of 
.$22,740.. Company witness Byrum 1 s end-of-period level of 
local private line revenues of $18,812, which is the actual 
amount accru ed during the test year, does not recognize the 
months in which the rate increase grant ed ty this Commission 
for local private line service in Docket No. P-40, Sub 134, 
vere not in effect, causing his end-of-period level of local 
private line I'evenues to be understated. 

The Commission concludes that the method of c alculating 
the test yeaI' level of local private line revenues employed 
by Mr. Goforth is the proper method because he used end-of
period stations and rates 11bich is a more accurate 
calculation than the method used by Company witness Byrum .. 
The Comnissicn conclude� that Staff witness Goforth•s end
o f-period level of local private line revenues in the amount 
of $22,740 should be used for the purpose of fixing rat es in 
this proceeding. 

Staff witness Goforth•s end-of-period level of local 
ser vice revenues in the amount of $4,049,335 does not 
include a $4,480 adjustment tc increase service charge 
revenues to an end-of-period level as recommended by Staff 
witness Carpenter. Witness carpenter's adjustment is 
recommended to reflect system grc11th and a corresponding 
growth in instal lation activit1 during the latter part of 
the test year and to state service charge revenues on an 
ongoing level. Mr. Goforth's adjustment of $45,628 in 
service charge revenues reflects the increase in price but 
does not recognize the growth in installation activity 
during the latter p art of the test year. 

The Commission concludes that it is only logical to assume 
that, if the number of stations is increasing during the 
test year, there are increases in the number of requests for 
ext�nsions, moves and changes, and other service charge 
revenues. The• Commission finds and concludes that Hr. 
Carpenter's adjustment cf $4,480 should te used for the 
purpose of determining the end-of-period level of local 
service revenues. 

Based on the foregoing discussion of t he evidence 
presented in this �roceeding, the Ccmmissicn concludes that 
the representative end-of-period level of local service 
revenues is $4,053,815 ($4,049,335 + $4,480). 

The next area of disagreenent between the witnesses 
concerns the end-of-period level a f toll revenues. In 
detsrmining end- of-pericd inttastate toll revenoes of 
$1,461,512, company witn ess Byrum's calculation was based on 
the Company's net in vestment at December 31, )974, and 
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opecating exE'.enses for the 12 rrCnths ended June 30. f975, 
and an intrastate toll rate cf return of 8.64%. As 
p reviously explained, Staff witn ess Gerringer testified 
concerning the representa ti \'e level of end-of-period 
intrastate toll revenues. Witness Gerringer stated that he 
utilized the end-cf-period level of net investments and 
operating expenses and an intrastate toll settlement rate of 
return of 8.06% in calcula ting the end-of-period level of 
intrastate toll revenues of $J,5'l7,441. The rate of retui:n 
of 8.06% is based en the sum of the monthly rates of return 
fat" the 12 months• period, July 1975 through June (976. 
Some of these returns reflect a downward adjustment due to 
an erro r in Southern Be l l's criginal calculatio n. This 
error was caused by impro per apportionment of the investment 
in intertoll dial switching equip�ent by Southe rn Bell over 
a period of one year, April 1975 through March (976 .. 
Witness Gerringer also testified that, in addition to the 
cal culated amount of intrastate toll revenues, it vas 
necessary to add a nonccst stud}' type of private line toll 
revenues in the amount of $11,022 to arrive at the total 
represen tative level cf end-cf-period intrastate toll 
revenu es of $1,558,463. st8.ff •itness Gerringer testified 
that his end-of-period toll revenue calculation did not 
include the effects of adjustn.ents to the opet"ating expenses 
as proposed by Staff witness Goforth. 

Since it was propet" for witness Gerringer to calculate the 
intrastate toll revenues using the intrastate toll portions 
of the Company's end-of-period total intrastate operations 
c onsidered fo r I:'ate-making puq:cses, the Commission finds it 
proper and consistent to use the 8. 06% intrastate toll 
settl ement rate of return develored by witness Gerringer 
using a J 2 months' period tiith six months falling on each 
side of the end of the test period. A return so developed 
allows the corresponding intrastate toll revenues calculated 
using this return to reflect grc�th and to be detet"mined 
consistent with actual settlement arrangements in that end
of-period net investments ar e representative of average net 
investments over th e 12 months I period consideI:'ed for 
developing the intrastate toll sett lement rate of return. 

The Commission agrees with the theory of witness Gofort h's 
adjustment to intrastate tol l revenues following accounting 
and pro forma adjustments tc Cferating expenses; however, 
the Commission does  no t agree with the amount of $89,6ij7 
propo sed by witness Goforth. This amount must be adjusted 
for thP. intrastate toll revenue effect cf the increase in 
property tax expense found by the Commission. In 
determining his adjustment of $89,647, witness Goforth used 
the actual property tax expense of $242,936 accrued on the 
books during the test year. Mr. Goforth annualized this 
amount by applying the primary station growth factor of 
2.03% to this amount, resulting in total end- of-period 
property taxes of $247,868. Under Evidence and Conclusions 
for Finding of Fact No. J 4, the Commis sion found that end
of-period property tax expens_e is $258, I jS. When th.e 
$258,115 amount deteI:'mined by tbe Commissicn is substituted 
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for the $247,868 amount used 
necessary to increase witness 
$89,647 to $90.748. 

by witness Goforth, it is 
Goforth•s adjustment from 

Based on the foregoing discussion of the evidence 
presented in this proceeding, the Commission concludes that 
the p roper end-of-period level cf intrastate toll revenues 
is $1,649,211 ($1,558,463 + $90,748). 

The next item of disagreement between Company witness 
Byrum and Staff witness Gofo rth is the appropriate amount of 
miscellaneous revenues. Staff wit ness Goforth testified 
that his increase of $4,316 in miscellaneous revenues was 
caused by two adjustments. The first adjustment increasing 
intrastate revenues by $10,976 relates to the annual rental 
charge for jointly used buildings which benefit both the 
Virginia company and th e Nort h Carolina Company. The second 
adjustment decreasing intrastate revenues by $6,659 relates 
to an adjustment to eliminate the overaccrual of pole 
attachment revenues recorded during the test period. 
Concerning the rental chai-ge adjustment, Mr. Goforth 
determined the cost of the joint use area of the old and new 
buildings was $319,255 and that 25% of this area, or 
$79,814, directly benefits the Company's Virginia 
operations. He then applied an annual charge rate of 
17.596% to thi s amount and determined that the appropriate 
annual rental charge for the Virginia oi::erations is $14,044. 
From this amount Mr. Goforth deducted $2,488, the annual 
rental charge accrued on the teaks for the t est year, 
resulting in his tctal adjustnent of $! f,556. or $10,976 
applicable to intrastate ope rations. Mr. Goforth testified 
th�t the components of the formula which he used in 
0.etermining his 17.596% annual charg e rate consist of 
maintenance cost, property tax, depreciation, income tax, 
-and the cost cf money tha t  relates te · the cost of the 
building. Mr. Goforth further testified that in developing 
his 17.596% annual ch arge rate he used a 10% cost of capital 
rat e which was the cverall rate of return granted in the 
Company•s last rate case, Docket No. P-40, Sub f34, and a 
.90% rate for property taxes which was determined by 
relating actual test-i:;eriod i::rcperty tax expense to 
telephone plant in s ervic e  at Cecemher 31, 1974. Under 
cros s-examination, Mr. Goforth agreed with counsel for the 
Applicant that for the cost cf capital component of the 
formula he should have used 7.96�, which is the overall cost 
of capital under present ra tes en an end-of-period basis, as 
shown in Goforth Exhibit I, SchEdule 1-

The Commission agrees with the method 
in determining his adjustment tc xental 
the Commissi en does not agree with 
recommended by Mr. Goforth. 

used by Mr. Goforth 
charges. However, 
the dollar amount 

The Ccmmission is of the opinion th at 9.79$ is the overall 
cost of capital approved by the Commission in this 
proceeding and shculd be used as the cost of capital 
compone nt of the formula. The Commissi on concludes that 
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neither the 10% ccst of capital rate nor the 7.�6% cost of 
capital rate would be appropriate to use in this proceeding. 
The Commission is set ting rates for the future and the 
annual charge which the Virginia cperation pays to the North 
Carolina operation should be based on the cost of capital 
approved in this prcceeding. tc use a cost of capital rate 
less than the amount approved in this proceeding would have 
the effect of cequiring the company's North Carolina 
subscribers to subsidize the Company's Virgi nia subscribers, 
and to  use a cost of caFital highec than the cost of capital 
used in this proceeding would haie the effect of having the 
company's Virgi nia subscribers sutsidize the company's Horth 
Carolina subscribers. 

The Commission also believes that the property tax 
component of the formula should t:e based on t he ratio of 
1976 property t ax expense to the teleFhone plant in service 

at January I, 1976, because t he Com mission has used the 1976 
proper ty tax expense in determining the appropriate level of 
o perating revenue deduction in this proceeding. When these 
changes are reflected in the formula used by Staff witness 
Goforth, the _annual charge ra te dec reases from 17.596% to 
16.816% and the total amount of adjustment decreases from 
SIi ,556 to $10,933, or $(0,384 applicable to intrastate 
operations. 

The second adjustment of $6,659 relates to the annual pole 
attachment revenues. staff wit ness Goforth based his 
adjustment on a detailed analysis fur nished by the Company 
during the field audit. Fro m the annual amount of $36,102 
det ermined from the analysis, Mr. Goforth deducted $42,761, 
the annual pole attachment revenues accrued on the books for 
the test year, res ulting in his adjustment of $6,659. 

company witness Eyrum•s end-of-period level of pole 
attachment reve nues reflect cr.l] the amount of $42,761 
accrued on the books for the test year. 11r. Byrum did not 
adjust for the ove raccrual. 

The Commission is of the Cfinion that Hr. Goforth's 
adjustment is proper since he adjusted for the overaccrual 
of these revenues during the test year. The Commission is 
setting rates for the f uture, and these rates should be set 
based on the level of revenues and expenses vhich will be 
experienced when the rates are established in this 
proceeding. 

The Commission concludes that the intrastate end-of-period 
level of miscellaneous revenues fer use in this proceeding 
is $202,793 (1199,068 + IJ0,384 - $6,659). 

The final i tem of disagreement between the tvo witnesses 
involves the appropriate level cf uncollectible operati ng 
revenues. company witness Byrum calculated an uncollectible 
rate of J.231 by relating the tctal uncollectible amount per 
books to total revenues per tooks and applied this rate to 
his end-of-period revenues. 
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Staff witness Goforth calculated an adjusted uncollectible 
rate of .88%. In determining his .BB% uncollectible rate, 
l'!r. Goforth deduc ted unbillatle tolls in th e amount of 
$24,802 from the uncollectible revenues accrued on the hooks 
during the test ye ar. These unbillable tolls had also been 
included as toll revenue by the Company. This practice bad 
the effect of overst ating the CcuFany's actual uncollectible 
rate. Subsequent tc the end of the tes t  period, Norfolk 
Caroli na terminated the practice of recording unbillable 
tolls as revenues and unccllectibles. 

ar. Goforth also reduced the per books amount of 
uncollectible s to reflect the revenues recovered by a 
collection agency. In 1976, Norfolk Carolina placed 
uncollectible accounts of $210,22Q with a collection agency. 
Through September of 1976, th e collection agency had 
collected $11,095, net cf commissions , or 5.28% of these 
accounts. Mr. G oforth then app�ied this rate of 5.28j to 
the company's uncollectible expense of · $99,877, less 
unbilled test year tell revenues of $24,802, to arrive at 
excess uncollectibles of $3,964. The excess uncollectible 
expense of $3,964 and the unbillal:le tolls of .$24,802 were 
deducted from the CcmFany•s pei: beaks uncollectible expense 
of $99,877 to arrive at an adjusted uncollectible expense of 
$7(, 111- After dedu cting these two items, Mr. Goforth 
detei:mined that the Company's tes t year oncoll.ectible rate 
was .SA%. He then applied the .ea� u ncollectib1e rate to 
his end-of-period lccal service revenues of $4,049,338, plus 
miscellaneous revenues of $214,134, to arrive at 
uncollectible revenues of $37,519. 

The commission finds that unccllectible operating revenues 
should be adjusted to an end-of-period level based on the 
end-of-period local service revenues usi�g the .88% rate of 
uncollectibles actually experienced during the test period. 
The Ccttmission ha s previously determined that end-of-period 
local service revenues are $4,0=3,815 and that miscellaneous 
revenues are $202,793; therefore, the Commission concludes 
that the a ppropriate end-of-pericd level of uncollectible 
revenues is $37,552. 

In summary, the commissio n ccncludes that the appropriate 
level of operating revenues under present rates is 
$5,868,267, consisting of local service revenues of 
$Q,053,8!5, intrastate toll service revenues of $1,649,211, 
miscellaneous revenues of $202,793 and uncollectible 
revenues of $37,552. 

EVIDENCE AND CONCLUSIONS FOE IINDING OF FACT NO. lq 

company witness Byrum and Staff �itness Goforth presented 
testimony a nd exhibits shoving the level of intrastate 
operating revenue deductions vh ich they tell;eved should be 
used by the Commission for the purpose of fixing Norfolk 
Carolina's rates in this proceeding. 



654 TELEFRCNE 

Tbe following chart shows the amount claimed by each 
witness: 

Company Staff 
witness Witness 

1tfil! _!!Y.£.!!!L Goforth 
(a) (bl-

Operating expenses $:;:,215,461 $2,466,839 
Depreciation and 

am orti za tion 945,586 985,378 
Taxes - other than income 514,183 603,266 
Interest on customer 

deposits 226 256 
Subtotal 3,735,456 4,055,739 

Income taxes - State
a nd Federal 420,261 521,513 

Ann uali za tion adjustment (26,720) I 4 ,6 I 4 
Total $4,128,997 $4,591,866 

==-======= ========== 

The ficst item of difference in operating revenue 
deductions stated above concerns operating expenses. 
company witness Byrum testified that. the appropriate level 
of intrastate operating ex�enses is $2,275,461 while St aff 
vi tness Goforth testified that the appropriate level is 
$2,466,839, or a difference cf $(91,378. The $)91,378 
difference is comprised of the following adjustments made by 
Staff vi tne ss Goforth: 

I • 

2. 

]. 

4. 

5. 

ll£.!!! 

Adjustment for (976 vage increase and 
retr oactive (975 wage adjustment 

Adjustment to decrease lccal traffic 
expense for effects of charging for 
directory assistance calls 

Adjustment to decrease �ent exfense for 
annual pole attachment eifenses 

Adjustment to increase relief and 
pension expense 

Difference resulting frcu the 
Company and Staff using different 
intrastate separation factors 

Total 

AmQ.!!nt 

(4,229) 

20,838 

19,778 

__ 8,890 
$191,378 

The commis sion has considered the testimony and schedules 
concerning each of the above adjustments made by staff 
vitness Goforth. Mr. Goforth did not receive any cross
examination questi ons concerning any of these adjustments. 
The commissi on concludes that all of the above adjustments 
proposed by Mr. Goforth are proper; hovever, the Commission 
notes that the third adjustment cf $20,838 iisted above is a 
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decrease in operating expenfes but �as included as an 
increase in operating expenses ty Hr. Goforth on his Exhibit 
I, Schedule 3. When operating e�penses are adjust ed for 
this error, operating exp enses tecome $2,425,162 and that is 
the level of operating expenses �hich the Commission vill 
use for the purpose of setting rates in this proceeding. 

The next item of difference in operating revenue 
deductions stated above concerns depreciation and 
amortization expense. Staff kitne ss Goforth calculated his 
end-of-period level of depreciation expense by multiplying 
each account of telephone plant in service at December 31, 
1975, by the depreciation rate applicable to each account. 
Mr. Goforth then deducted the depreciation expense accrued 
on the books for the te�t year £rem this amount, re sulting 
in an adjustment to increase depr eciation expense by $39,792 
for intrastate operations. 

Company witness Byrum used cnly the depreciation expense 
acccued on the books during the test year and increased this 
amount by the station annuali2aticn factor. Hr. Byrum did 
not make an end-of-period direct calculation. 

Since the Commission is setting rates for the fu ture, the 
method of determining end-of-�ericd depreciation expense 
used by Staff witness Goforth is acre appropriate because it 
determines the exact amount of annual depreciation expense 
which the Company will incur iE the future on its telephone 
plant in service at the end of the test year. 

witness Gofortb•s 
by $39,792 is 

of intra state 

The Commission concludes that Staff 
adjustment increasing depreciaticn expense 
proper and that the end-of-period level 
depreciation expense is $985,37E. 

The n ext differ ence in OFerating revenue deductions stated 
above concerns taxes other than inccme. Company witness 
Byrum testified that the appropriate level of intrastate 
taxes other than income is $514,(83 while Staff witness 
Gofort h testified that the appropriate level is $603,266, or 
a difference of $89,083. The $89,083 difference is 
comprised of the follcwing a dj�ftnents m ade by Staff witness 
Goforth: 
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Adjustment for payroll taJes applicable 
to 1976 wage increase and retroactive 
(975 wage adjustment 

2. Adjustment for gross receipts taxes
resulting from direct calculation

3. 

on end-of-period leve1 cf lccal 
service and intrastate mis cellaneous 
revenues 

Difference resulting frcn the Company 
and staff using different intrastate 
separation factors 

Total 

$ 8,292 

79, 926 

The commission has previously accepted Staff witness 
Gofortb•s adjustment for the 1916 wage increase and 1975 
retroactive wage adjustment; therefore, the Commission 
accepts the a djustment to payroll taxes of $8,292 associated 
with the 1976 wage increase and 1975 retroactive wage 
adjustment .. 

Th e next adjustment made by Staff witness Goforth to taxes 
other than income concerns an adjustment to gross receipts 
taxes. Both Company vi tness E:yrum an d Staff witness Goforth 
proposed an end-of-period gtcss receipts tax adjustment 
resulting from their adjustments to intrastate revenues. 
The Commission agrees with the uethcd used by the witness es 
but it does not agree vith the anounts. The amount of end
of-period intrastate revenues founa proper by the Commission 
is different from the amount claimed by either witness; 
therefore, the Commission vill determine the end-of-period 
level of gross �eceipts taxes based on end-of-period 
intrastate revenues subject to the gross receipts tax. 
Based on this fact, the Ccmmissicn concludes th at the proper 
level of end-cf-Feriod grcss teceipts ta%es is $340,036. 

In addition to the adjustments to taxes other than income 
made by Staff witness Goforth which w ere discussed above, 
the end-of-period level of trcperty taxes should be 
discussed. Neither Company witness Byru m nor Staff witness 
Gofort h made an  end-of-petiod adjustment to propert y taxes 
except to apply the priaary station annua lization factor to 
the amount accrued on the l:ooks during the test year. 
·ouring the hearing, Hr. Gcfcrth testified on ccoss
examination that the info.tmaticE �as not available to make a 
direct computation of the en d-of-period level of property 
t axes when he prepared his testimony and exhibit. Mr . 
Goforth testified that, had the information teen available 
vhen he prepared his test imony and exhibit, he would have 
made a direct computa ticn cf end-of-period property taxes. 
During the hearing, evidence was introduced that the actual 
1976 property tax expense was $258,115, or $181,152 
applicable to intrastate oFeratic�s. 
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Sin ce the Commi ssion is setting rates for the future, the 
Commissi on concludes tha the actual 1976 property tax is t he 
proper end-of-period level of FlCferty tax expense to use in 
this ra te proceeding because the 1976 property taxes are 
directly associated with teleihone plant in service at 
December 3 (, 1975, the end of the test period. 

The Commi ssion concludes that the end-of-period level of 
taxes other than income to be usEd for the purpose of 
setting rates in this froceeding is $614,254, consisting of 
payroll taxes of $92,181, gross receipts taxes of $340,036, 
property taxes of $181,152, and intangible tax.of $BBS. 

The next operating revenue deduction upon which the two 
witnesses are in disagreement is interest on customer 
deposits. Company witness Eyrun included $226, the amount 
of interest on custcmer deposits accrued on the books during 
the test year, while staff vitne�s Goforth c omputed an end
of-period level of interest on customer deposits of $256, 
based on end-of-period custcu:er depos'its. The Commission 
has previou sly concluded that end-of-period customer 
depo sits should be included as a r eduction of the working 
c apital allowance and new c oncludEs that i t  is proper to 
include $256 of end-of-perio d interest on these deposits as 
an operating revenu e deduction �ith the result that Norfolk 
Carolina will be allowed to recover only its c ost of these 
customer supplied funds. 

The next area of difference in the determination of total 
operating r evenue deducticns ccccerns the amount of test
period State and Federal income tax expense. Although the 
witnesses use d the sa me statutcry tax rates, their resulting 
tax amounts vere net egual due to the different levels of 
operating revenues and operating revenue deductions claimed 
t:y each witness in ccmputing taxable inc ome. These 
differences in operating revenuEs and operating revenue 
deductions have previously been discussed and the Commission 
does not deem it necessarJ to recapitulate these 
differences. The level of State and Federal income taxes 
found proper by the Comrrission is different from the amounts 
presented by e ither witness in his prefiled testimony; 
therefore, the Commissicn will calculate the appropri ate 
level of St ate and Federal tax expense for use in this 
proceeding. •·uowever, there is cne difference between the 
two witnesses' c omputations of Fe dera1 and State income 
taxes which should be discussed. This difference is the 
amount of t he deduction fer interest expense. Company 
witness Byrum used the actual amount of interest expense 
allocated to intrastate operations during the test period, 
or $830,026. Staff witness Goforth used interest expense of 
$692,824, w�ich he calculated as the interEst expense on the 
end-of-period debt caFital SUfporting the intrastate 
original c ost net investment �hich he developed in Goforth 
Exhibit I, Schedule 1. The Con1issio n finds that both of 
these amounts of intere st expense are incorrect. company 
witness Byrum•s interest expenEe is the actual intrastate 
amount which was incurred bj Norf olk Carolina during the 
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test period and is therefore not an amount compute d on end
of-period debt. Furthermore, Mt. Byrul!I. has overstated his 
interest expense amount by including interest on debt 
capital which supForts ncnrate tase assets. It is clearly 
inappropriate to deduct interest Expense on debt which has 
fina nced nonrate base assets. The interest expense which 
should he deducted· in determiting income taxes and net 
income for common equity for the .purpose of establishing 
utility rates is the interest e�pense on the debt which has 
financed the original cost net investment. Although Staff 
witness Goforth's method of cClfUtirg interest expense to be 
deducted in computing incc�e taxes is correct, th e amount 
which he deducted is not proper because the original cost 
net investment found bJ the commission and the capital. 
structure found reasonatle by the Commission are different 
from the original cost net investrrent and capital structure 
used by vitness Goforth. The Com&ission therefore concludes 
that $722, U65, as calculated CI? Schedule II of this Order, 
is the proper amount of the interest deduction for use in 
the .calculation of State and 'Federal income taxes. 

The Commission concludes that the Froper amount of State 
income taxes is $66,550 a nd Federal income taxes is 
$459,588. The fol.loving schedule sets forth the State an d 
Federal income tax calculations. 

Line 
!!� 

1- Calculation of State income tax expense:
2. Operatir.g income befcre inccue taxes

and fixed charges
3. Less fixed charges
4. State taxable income (L2 - L3)
'>. Tax rate 
6. State income tax expense (L4 x LS)

7. Calculation of Federal income tax expense:
8. State taxable income (L4)
9. Less state inccme tax exFense (L6)

I 0. Federal taxable income (LS - Lq) 
11- Tax rate
12. Total (110 x 111)
13. Amortization of investment tax cre dit 
14- surtax exclusicn (50,000 � 481 - 21%) x

(-8129892)
15. Federal income tax expense

(Ll2 - Ll3 - Ll4)

$(,831,633 
--722,465 

1,109,168 
.06 

$ 66,550 

$1,109,168 
66,550 

1,042,618 
---�-48 

500,457 
2 9, 89U 

) 0, 975 
$ 459,588 

The final operating revenue d€ducticn upon which the two 
witnesses are in disagreement is the annualization 
adjustment. Company witness Bytum computed an annualization 
a djustment amount of $26,720 to te added to intrastate net 
income. Ritness Byrum cal culated this amount by multiplying 
the annualization factor of .02C3 by the Company adjuste d  
intrastate net operating income. Staff witness Goforth 
eliminated the an nualization adjustment included by Mr. 
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Byrum. Hr. Goforth calculated an annuali2ation adjustment 
amount of $14,614 by multiplying the annualization factor of 
.0203 times operating revenues, operating expenses, and 
o perating taxes not bronght tc end-of-period levels by 
direct calculation. The Com1Iission concurs ·,dth t'lr. 
Goforth's method of determining the annualization adjustment 
because the majority cf revenues a nd expenses was brought to 
an end-of-period level by direct calculation. Only items of 
revenues and expenses which could not be brought to an end
of-period level by direct caiculation were annualized by 
applying the annualization factor cf .0203 to the actual 
test-period amounts. Mr. Goforth•s method results in a more 
accurate level of end-of-period revenues and expenses. 
After recognizing the Commission's annualization of property 
tax expense based on the actual level of (976 property 
taxes, instead of applying the annualization factor to 
actual test-period property taJ expense, the Commission 
concludes that the proper intrastate amount for the 
annualization adjustment is $11,SBq, instead of the amount 
of $(4,614 included by nr. Goforth in his exhibit. 

The Commi ssion concludes that the appropriate ·level of 
intrastate operating revenue deductions is $4,562,772 which 
includes operating expenses of $2,425,162, depreciation 
expense of $985,378, o ther ope rating taxes of $614,254, 
income taxes of $526,)38, i nterest on custome r deposits of 
$256, and an annualization adjustment of $11,584. 

EVIDENCE AND CONCLUSIONS IOB FINCINGS OF FACT 
NOS. 15, f6, 17, AND JS 

The Company and the staff adopted capital str.uctures which 
were expected to exist en Decenbe� 31, (976, each reflecting 
the anticipated issuance of first �ortgage bonds and common 
stock during 1976. Since the Company did not, in fact, 
issue b·onds or ccmmcn stock during ( 976, the capital 
structures, as presented by the Ccmpany and the Staff, are 
not proper. The Commissi on adopts the mer ged Company's 
actual .capital structure as of De cember 3 f, 1975, reflecting 
intrastate book common equity of $(0,786,000. 

The capital structure set out in Finding o f  Fact No. 16 
represents a capital structure in which the fair value 
increment of $1,203,361 has teen added to the book common 

.equity of $10,786,000. This ca�ital structure, which shows 
the fair value equity of the CcnEany, is reasonable and is 
adopted by the Commission to determine the cost of the 
Company's fair valu e equity. 

The embedded cost of long-term debt and short-term debt 
fat: Norfolk Carolin a on Deceml:er 31, (915, is 8.20',11; and 
8.50% as shown by Ccm�any witness Brennan. The cost rates 
have been adopted by the Commission. The Commission finds 
and concludes that the Company's embedded cost of preferred 
stock is 10.34%, using the methcd employed by Staff witness 
Kil tie. 
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Comp any vitneSs Brennan reccBmended a rate of return on 
equity of 15%, based upon his study of historical 
price/earnings ratios, market-to-book ratios, and return of 
equity of "comparable" companies, plus an analysis of 
general market conditions. 

Staff witness Kiltie recommended a return on equity in the 
range of 13.3� to 13.9i, based UFCD an adjusted discounted 
cash flow analysi s of a group of telephone operating 
companies and holding ccmpanies which were judged to 
represent the investment r isk of the telephone industry. 
Witness Kiltie adjusted his findirgs for the relative -risk 
of the Company and for flea ta ticn costs. 

Based upon the evidence, the commission finds and 
concludes that Norfolk Carolina•s cost of took common equity 
would be 13.6%, assuming that-the service provided b y  the 
Company had been adequate. 

The commissi on must also take into account the Company's 
fair value increment of $1,203,361 and the effect of  adding 
this increment to the book common equity component of the 
Company's cap ital structure. In so doing, the Commission is 
following the mandate of the North Carolina Supreme Court in 
State of North Carolina ex rel. Utilities, et al. v. Duke 
�.fil:. fompany, 285 N.C. 377 (1914) wherein it is stated: 

11 ••• the capital structure of the company is a major factor 
in the determinat ion of Mhat is a fair rate of return for 
the company upon its propert ies. There are, at least, two 
reasons why the addition of the fair value increment to 
the actual capital structure of the company tends to 
r educe t he fair rate of return as computed on the a ctual 
capital structure. First, tre.ating this increment as if 
it were an actual addition to the equity capital of the 
company, as ve have held G.S. 62-J33(b) requires, enlarges 
the equity component in relaticn to the debt component so 
that the risk of the inwesto r in c ommon stock is reduced .. 
Second, the assurance that, year by year, in times of 
inflation, the fair -value cf the existing properties will 
rise, and the resulting increment vill te added t o  the 
rate base so as tc increase earnings allowable in the 
future, gives to the investor · in the company's common 
stock an assurance of grcwth of dollar earnings per 
share, over and above the growth incident to the 
reinvestment in the business of the company's actual 
retained earnings .. As indicated by the testimony of all 
of the expert witnesses, vho test ified in this case on the 
question of fair rate of return, this expectation of 
growth in earnings is an important part of their 
computations of the present cost of capital to the 
company. When these mattex:s are propei:ly taken into 
account, the commission may, in its own expert judgment, 
find that a fair rat e of return on equity capital in a 
fair value state, such as North Carolina, is presently 
le ss than (the amount vhich the Com�ission would find to 
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be a fair return on the same equity capital without 
considecing the fair value eguity increment) • 11 

The Commission concludes t h at it is just and reasonable to 
take into consideration in its findings on rate of return 
the reduction in risk to Norfclk Carolina's equity holders 
and the protection against inflation which i s  afforded by 
t he addition of t he $(,203,361 fair value increment to the 
book equity component. Had the Commission found that the 
Company was providing an a dequat e level of service, a return 
of I 1. J% on fair value equity �culd be just and reasonable 
for the company. The 11. I% return on fair valu e com■on 
equity and the returns of 8.20X en long-term debt, 8.50% on 
short-term debt, a nd I 0.34'lli en �Ieferred stock yield a ca.te 
of return on the Company's fair value rate base of 9.45:1:. 

In Finding of Fact No. 7, however, the Company's service 
vas fou nd to be ina dequate.. The failure of Nor:folk Carolina 
to pi::ovide adequate, efficient, and reasonable service is a 
material factcr to be considered in establishing the fair 
rate of retucn. The rate of return on fair value i::ate base 
granted in this case relative tc what the Commis sion vould 
have granted had the service been adequate will reflect a 
penalty of .45%. This pe nalty lc�ei::s the return on fair 
value rate base from 9.45% to 9.0% and reduces by $f69,796 
the revenues that would have been gran ted had the service 
been adequat e. The 9.0% return en the fai r value rate base 
granted in this case results in a 9.95% retui::·n on fair value 
common equity. 

Because of the fur ther detetioration of the company's 
financial condition following its general rate case in 1975, 
t he rates ai::e again being incceased in this case. However,· 
the Commission cannot ignore the inadequacies of service 
offered by the Company to its i::atepayei::s. The Commission 
believes that the .45% Fenalty is a minimum th at should be 
prescribed a t  this time. Noi::folk Carolina should take due 
notice that disregard of the Ccanission's Ordei::s concerning 
quality of service cannot te allowed an d that unless the 
Company takes affir�ative action to improve the quality of 
service as directed by this order, an even greater penalty 
could result. 

Although the rates appcoved herein are less th an those 
which would be deemed a fair retutn upon the fair value of 
the Company's pr:opertie s were the service adequate, these 
rates will yiel d a retui::n sufficient to pay the interest on 
the Company's indebtedness, preferred stock dividends on its 
outstanding preferred stock, and a sub stantial dividend on 
its common stock. 

The followi ng schedule s 
application o f  the findings 
i nc orpoi::ated as part of those 

show the 
hereinabove 

findin<js: 

derivation 
and are to 

and 

be 
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SCH.ECOLE I 

NORFOLK CAROLINA i<LEPHONE COMPANY 
DOCKET NO. P-QO, SUB 141 

NORTH CAROLINA IN1RAS1ATE OPERATIONS 
STATEMENT OF RETURN 

TWELVE MONiHS ENDED DECEMBER 31, 1975 

� 

Operating Revenues 
Local service 
Toll service 
Miscellaneous 
Un collectibles 
Total operating 

revenues 

Operating Expenses 
Maintenance 
Traffic 

commercial 

Present 
Rates 

(a) 

j/ 
$4,053,815 

1,649,21 I 
202,793 
(37,552) 

..2.L.!!68,26] 

Revenue accounting 
Gene ral office and other 

973,12!: 
443, S1ll 
292,8t/.2 
149,EI I 

expenses 
Opera ting rents 
Relief and pensions 
Rate case expenses 

Total operating 
expenses 

338,462 
37,CBC 

179,232 
__ 1JhE3§ 

Depreciation and amorti-
zation 

Taxes-other than income 
State income tax 
Federal income tax 
Interest on customer 

985,37E 
614,25ll 

66,550 
459,588 

deposits 256 
Annuali2ation adjustment_. __ lh561 

Tota1 operating revenue 
deductions _4,562

._
lli 

Net operating income 
for return $J,305,495 

==--==== 

Increase 
A(!:2roved 

( b) 

$529,435 

(4,659) 

_2£.LTI� 

31,486 
29,597 

222,573 

283,656 

$241,120 

After 
Approved 

Rates 
(c) 

$4,583,250 
l,6ll9,211 

202,793 
(42.21 ll 

6.393.043 

973 ,. 125 
443,974 
292,842 
I 49,811 

338,462 
37,080 

179,232 
10,636 

2,425 ,. )62 

985 ,.378 
645 ,1ti0 

96,147 
682,161 

256 
11,584 

4,846.428 

$ I ,546,615 

l/ Includes an amount of $15,587 to be derived from charging
for directory assistance calls. 
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Investment in Telfil2hone Plant 
Telephone plant in 

s�rvice $21,248,154 
l.ess; Accumulated 

provision fer 
depreciation _2i.224i..§�j 

Net investment in 
telepbone plant in 
service _12a.111�a�2 

Allowance for Work.!J!..g�ital 
Cash 

, 
203,CE4 

Materials and supplies 127,SiS 
;v er age prepayments 7,313 
compensating bank 

balance 201,910 
Less: Average tax 

accruals (266,E69) 
customer 

deposits ( I 5..Ldl.1) 
Total allowance for 

working caFital __ l�1.&.l!l 
Net investment in tele

phone plant in service 
plus allowance for 
working capital SJS,981,247 

Pair value rate base 

Rate of return on fair 
value rate base 

=========== 

$17,184,6C8 
========== 

").60% 

663 

$21,248,194 

5.524.649 

203,084 

127,575 
7,313 

201,910 

(266,869) 

[15.31 J) 

257 • 702 

$15,981,247 

$17,184,608 
======== =========== 
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SCHEDULE II 
NORFOLK CAROLINA TELEPHONE COMPANY 

DOCKET NO. P-40, SUB 141 
NORTH CAROLINA INTRASTATE OPERATIONS 

TaELVE HON!H S ENDED DECEMBER 3 I , I 975 

Fair Value 
B!!!.!L]ase_ 

Ratio 
_J __ 

Embedded 
Cost or 

Return on 
Common 

,Equity � 
Net 

Incomg 

Present Rates - Fair Value Rate Base 

Capitalization 
Long-term debt 
Short-term debt 
PrefeI:'red stock 

Com11on equity 
Book $5,353, ?17 
Fair 
value 

in ere-
ment I ,20 3illl 

Cost-free capital 

Total 

Long-term debt 
Short-term debt 
Preferred stock 

common equi t}' 
Book $5 ,, 353,717 
Fair 
value 
inc re-
ment l,2DJ,36l 

Cost-free capital 

Total 

$ 7,766,886 
1,006,819 
1,662,050 

6,557,078 

_...J.91,775

$ 17, I 84,608 
=====-==== 

A!!l!Coved 

$ 7,766,886 
1,006,8)9 
1,662,050 

6,551,078 

_ _j_fil.i 77 5 

$j7,t84,608 
=====-==:= 

45.20 8.20 
5.86 8. 50
9.67 10.34 

38.16 6.21 

_J=.ll ---

1 no. no 
====== ===== 

Bates - Fair Value

45.20 8.20 
5 .86 8.SD
9. 6 7 I 0.34

38.16 9. 95

_ __kll 

1co.oo 
====== ===== 

$ 636,885 
85,580 

111,856 

411,174 

$1 ,,305,495 
========= 

R ate Base 

$ 636,885
85,580 

171,856 

652,294 

$I, 646, 6 I 5 
========== 

EVIDENCE AND CONCLUSIONS FOE FINDING OF FACT NO. 19 

Norfolk Carolin a develops a cost separations study 
annually for the priuary purpcse ·of conducting toll 
settlements on an aCtrial ·cost tasis .. The company's study, 
including basic traffic factcrE, is prepared by the 
consulting firm of John staurulakis, Inc. Prior to July I, 
1975, each study vas reviewed and a�proved for settlements 
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by the Ches apeake & Pctomac Tele�hone Company of Virginia (C 
& P), a Bel l  System operating company.. Beginning July I, 
I 975, this function was assumed ty Southern Bel1. For rate 
case purposes, the Company use d the most recent study 
avai lab le (for the 12 mo nths• period ending June 30; (975) 
vhich had n ot received final a{Frcval from c & p as-a basis 
for developing separation factcrs which were used to 

"determine the test year level of intrastate opet""ations. 

Staff witness Gerringer stated that t he cost separations  
study used by the Company lllas revised prior to  final 
appt""o val by C & F. iitness Gerringer proposed that 
sepat""ation factors be calcu late d using the revised study .. 

The Commission concludes 
pt""oposed by witness Gerringer 
based on a roore accut""ate cost 
both the Company and c & F. 

that the separation factors 
are proper in that they are 
seFarations study agreed to by 

EVIDENCE AND CONCLUSIONS FOE FINDING OF FACT NO. 20 

Vern W. Chase, Chief Engiileer of the Commission's 
Tel�phone Rate Section, testified that directory assistance 
h as become an expensive service to p rovide and is a service 
wher� the cost can be identified tor rendering the service 
as we l l  as for identifying the amount of service used by 
each subscriber. Further, he testified that there is no 
quastion that the use of directcry assistance will increase, 
not because there will be more sutscribers but because more 
subscribers will use the service excessively if mean s are 
not taken to curb the use. Further, a chat""ge for directory 
assistance is a fair way to redu ce the use and to allow 
those using the serviC:e excessitely (5 calls per month per 
subscriber) to pay accordin gly, especially, since excessive 
use generally involves certain types of businesses and very 
few residential subscribers.. Hr. Chase recommended the 
approval of the di rectory assistance charge plan as 
authorized for Central 1elephoile Ccmpany .. 

Applicant did net offer testjmcny relating to directory 
assistance charges. 

Based on the foregcing analysis, the Commission concludes 
that charging for directory assistailce inquirie s  is an 
approp riate method of allocating to subscribers a portion of 
the cost of specific services used .. A large number  of calls 
are made for information that is t""eadily avai lable. This 
practice places a burden on the genera l body of telephone 
ratepayers and is a hindrance tc keeping basic charges for 
servic e as low as possible, which is in the best interest of 
all subscribers, especially these subscribers with marginal 
ability to maintain telephone service. An estimated 
reduction of approximately 60, cf the directory assistance 
traffic is a clear example of tl!e fac t that a D. A. charge, 
among other things, will cause telephone users to consult 
the directory for desired numbers and to record numbers once 
obtained frcm other sources. The Commission is of the 
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opinion that requests fer directcry assistance create an 
identifiable cost which should te torne by those for whom it 
is incurred. 

The Commission con cludes that a n  allowance of five (5) 
free calls monthly will adequately provide for the 
reason able needs of nearly all subscriber s for numbers not 
otherwise available and that a charge of 20¢ for each local 
d-irectory assistance request in excess of five (5) calls
monthly per subscriber should be approved. The Commission 
further conc ludes that there should be no charge for toll 
dir ectory assistance in quiries llade outside the home area 
cone. With respect to the toll directot:y assistance 
inquiries made within the home area code, a matching plan 
should be impleme nted and subscribers should be allowed one 
free toll directory assistance inguiry for each sent paid 
toll call to a number in the home numbering area. The 
Commission is of the opinion that a 60� reduction in local 
directory assistance calling nay reasonably be expected. 
This would re sult in an annual Expense decrease of $9,ijO( 
and increased revenues cf $J5,5S1. 

The Commission is cf  the Ofinion that those persons vho 
are blind or otherwise physically handicapped to the extent 
they are unable to use the teleFhone directory should be 
�xempted from D.A. charges. This t.A. plan is considered 
experimental until further order re1ating to this service 
ancl until a s tatewide D.�. charging plan is adopted for all 
regulated telephone companies in North Carolina. 

EVIDENCE AND CONCLUSIONS FOE fINDING OF FACT NO. 21 

i. C. Meekins, Jr., Secretary-Treasurer and commercial 
rlanager of Norfolk Carolina, testified regarding the changes 
proposed in the .Applicant• s rcte schedules. Hr. Meekins 
presented and supported basic local rates structured 
according to rate groups based upon local calling scope .. 
Mr .. Meekins proposed to increase the ratios between business 
and residence rates, key trur.k and individua1 line rates, 
and PBX trunk and individual line rates. In the area of 
zone charges, lir. Meekins ptci;osed changes Which would 
produce a 53% reduction in zone charge revenue. The changes 
i ncluded expansion cf the base rate areas of three 
exchanges, establishment cf uniform zone boundaries, and a 
general reduction of zone charges for all exchanges. Other 
proposals of Mr. Meekins included elimination of color 
charges, establishment of a flat rate for semipublic 
service, and changes in rates for sever al items of 
miscellaneous service and equifue�t. 

Millard N. Carpenter III, Rate Analyst of the Commission's 
Telephone Rate Sec-tion, testified regarding his evaluation 
of the Applicant's r ate profcsals and his .recommendations 
for additional and altern ative changes. Hr. ·carpenter also 
supported an adjustment tc nonrecurring charge revenues. 
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In the area of basic local r ates, Hr. carpenter stated 
that in his opinion the group sizes and gro up differentials 
proposed b y  the Company were reasonable. Mr. C arpenter 
stated that a fl.at rate for seiripubli c service slightly 
below the individual line rate should be considet"ed. Hr. 
Carpenter presented a revised service charge format vhich he 
recommended as mere equitable than the format used by the 
Appli cant. Hr. Carpenter stated bis support for incr eases 
in service chat"ges under that sched ule to a level more 
closely based on costs. 

Included in the service charge tariff which nr. carpenter 
recommended was a provision for time payment of residence 
service charges. The provision vould give residence 
customers the opticn of spreading the payment of service 
charges over the first two billing periods after the vork is 
completed. Mr. Carpenter reco&uerded. that the proposal be 
implemented on a trial b asis in order to determine whether 
or not a reasonably efficient Erccedut"e could be developed. 
He stated that due to the manual billing operations he 
expected some additional expense to be incurred. Other 
changes proposed by Mr. carpenter i ncluded a change in the 
basis for rating local private line and tie line mileage and 
changes in rates fer so�e miscellaneous items. 

Mr. Carpent er testified that be had reviewed the Company's 
proposal for base t"ate area expansion and believed the 
proposal to be reasonable . Hr. Carpenter recommended that, 
due to the usual effects which zone charge reductions have 
in prompting requests for new service and regrades and in 
t"equiring additional investment, reduction in zone charge 
revenue be limited to an amount substantially less than what 
the Company had proposed. 

Mr. Carpenter also testified concerning an adjustment to 
nonrec ur-ring char;ge revenues vhich was necessary because of 
several changes in the level cf service charges during the 
test period and in February 1976 and tecause of growth in 
the revenue account during the te�t period. 

Based on the testimony and exhibits cf �r. Meekins and �r . 
Carpenter, the Commission reaches the folloving conclusions 
with rega r d  to the rates and charges to be approved for 
Norfolk Caroli na Telefhcne C ompany: 

1. Basic Rate Sch edule

(a) The Commission concludes that the ratio between
business and residence individ ual li ne rates
should be increased tc approximately 2.5 to I, 
a level which the Commission, in its
discretion, believes to be just and t"easonable.

(b) The Ccmmissicn ccncludes that rates for PBX
trunks and key trunks should be increased so
that they �ill mere nearly reflect relative
value of service and relative costs.
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(c) 
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The Commission concludes that rate 
upon local calling scope should te 
for basic local services. 

groups based 
established 

2. zone Charges 

After consideration of the findings of the Commission
Staff relative to the quality of service offered by
the Company, the Com�issio n concludes that the
proposed reductions in zone charges are excessive and
may lead to additional re�uests for regrades and new
installations which vill complicate the Company's
efforts to correct existing problems. Bovever, the
commission believes the tase rate area expansions

proposed by the company and the proposal to establish
uniform zone boundaries for individual line and two
and four-party service are reasonable and that the
resulting reduction in -zone charges v ill not 
adversely hamper service improvement efforts. 
Therefore, the Commission concludes that the 
proposals for base rate area expansion and 
establishment cf uniform zcne boundaries should be 
approved and reductions in zon e charges other than 
those involved in these froposals should be denied. 

3. Service Charges

The Commission concludes th at Norfolk Carolina• s
service chatges should be increased to a l evel which
more closely apfroximates the level of costs involved
in doing the work and that the cha rges applicable for
each request should depend on the actual work
functions involved. The ircreased charges should be 
i�plemented using the forttat proposed by the Staff
with the exception of the provision relating to the
time p ayment option. The Commission believes that
inplementa tion of that prevision should be deferred
until the practicality of offering the provision in a
manual billing operation can be determined.

4. supplemental Services and Equipment

The commission concludes that the provision of
supplemental s ervices and equipment should not result
in a burden u �on subsc1:ibers to basic service and
that the rates should be set accordingly.

IT IS, THEREFORE, ORDESED AS FOLLOWS: 

1. That the Applicant, Ncrfolk Carolina Telephone 
company, be, and hereby is, authorized to increase its North 
Carolina local exchange telephone rates and charges to 
produce additional annual. gross revenues not to exceed 
$545,022, which includes revenues of $(5

r 587 to be derived 
from directory assistance charges (based upon stations and 
operations as of December 31, I S75) as hereinafter set forth 
in Appendices A, B, and c. 
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2. That the rates, charges, a�d regulations set forth in
Appendices A, B, and c attached hereto vhich will produce, 
based upon stations and operations as of December 31, 1975, 
additional gross revenues of approi:iaately $5Q5,022 be, and 
hereby are, approved to he charged and implemented by the 
Applicant, effective on all bills rendered beginning vithin 
30 days after the date of this Order except as noted 
hereinafter. 

3. That the 
tariffs and maps 
and regulatio ns 
days and f5 days, 
Revised tar iffs 
shall be filed 30 
provisions. 

Appl.i cant shall file the necessary revised 
reflecting the changes in rates, charges, 

shown in Apfendices·1- and B within seven 
respectively, froa the date of this order. 
refl.ecting the provisions in Appendix C 
days prior to the effective date of said' 

4. That Norfolk Carolina is authorized to' begin 
directory, tassistance charges ip accordance vi th A

0

Ppendi1: C 
attached hereto within 62 days of this order and after the 
NOTICE attach ed as Appendix n is given to its subscribers as 
a bill insert or direct mailing within 15 or more days 
before directory a ssistance charges become effective. That 
'Norfolk Carolina shall within 30 days after directory 
assistance charges become effective ■ail a s  a bill insert 
the RE�INDER, also a part of Appendix D, to all subscribers. 

Should the Company te unable to initiate 
assistance cbai:-ges in a ccordance liith the above 
it shall so advise the Co■aission. 

directory 
provisions, 

Further, that Norfol.k Caic:lina shall place in 'its 
telephone directories the directory information included in 
Appendiz D relating to directory assistan ce charges. 

5. That the company take action which vill result in
full compliance with the·Ccmaissicn 1 s service objectives and 
that the Company fully develop its traffic and central 
office engineering prcgra11s. 

6.. That the Commission Staff follow up and deter■ine 
that the Co ■pany i s  taking app:copriate action vhich will 
result in compliance with the se1:vice· objectives and in 
efficient traffic and central office engineering. 

ISSDED BY ORDEB OF THE COftftISSION. 
This the 1st day of narch, 1917. 

(SEAL) 
NOBTH CAtiOLINA UTILITIES CO!!l!ISSION 
Katherine!. Peele, Chief Clerk 
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Group 

TELEFBCNE 

APPENDIX A 
NORFOLK CJ\:BOLi:HA 'IELEPHONE COllPANY 

DOCKET NO. P-QO, SUB 141 

Main 

Exchange BatE Groill!.§: 
Monthly Flat Rates 

stations and Residence Business 
Equi va len ts I!!.!i- £:.\!ll• Q-fil;_y. IM- 2-Pty. Q-Pty.

I o- 2 ,. 000 7.60 6.65 5.65 17.QO 15.50 ·1 q.so
2 2,001- 4,000 8. 00 7.05 6. 05 I 8. qo· 16.50 I 5. 50 
3 4

,.
001- 8,000 8. qo 7.QO 6.50 20.00 18.00 11.00 

q 8,001-16,000 8. 90 7.80 7.00 21. 70 19-50 18.50
5 16,001-32,000 9.QO 8.20 7.55 23.QO 21 .50 20.50

Applicable · Applicable
Exchange !@!&_§£0 up :g.!fhangg Rate GrOUl!,

Buxton I Piney woods 5 
coin jock 5 Shiloh 5 

Edenton 5 South Mills 5 

Elizabeth City 5 Sunbury 5 
Hertford 5 iaves I 

Kill Devil Hills 2 ieeksville 5 
Mamie 5 lielch 5 

Manteo 2 ioodville 5 

Kayo ck 5 

Note: For the remainder of ApEeDdix A and Appendices B, c, 
and D, see the official Order in the Office of the 
Chief Clerk.. 

DCC KET NO. P-70, SOB I 20 

BEFOBE THE NOBTB CAROLINA UTIL,HES COMMISSION 

In the Ka tter of 
Application of North Carolina 'lelephone 
company for Authoi:ity to Increase its 
Rates and cha rges in its Service Area 
within North Carolina 

ORDER SETTING 
BATES AND CHABGES 

HEARD IN: 

i:IEPOBE: 

The Commission Hearing Room, 
one West ltorgan street, 
Carolina, on Febraar1 I, 1977, 

Ruffin Building, 
Raleigh, North 
at 10:00 A.e. 

Commissicner w. Lester 
and Commissioners Een E. 
Harvey 

Teal, Jr., Presiding; 
Roney and w. Scott 
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APPEARANCES: 

For the App licant: 

F. Kent Burns and Ja11.es ll. Day, Boyce,
Mitchell, Burns & Smith, Attorneys at Lav, Post
Office Box 1406, Raleigh, Horth Carolina 27602

. B. Irvin Boyle, Eoyle, Alexander 
·Attorneys at Lav, 623 I.av aui1aing,
No1=th Carolina 28202

For the Attorney General: 

& Bord, 
Charlotte, 

Robert P. Gruber, Special Deputy, North 
Carolina Department of Justice, Post Office Box 
829, Ral.eigh, Noi:th Carolina Z1602 

Appearing for: The asing an d Consuming Public 

For the Commission Staff: 

HauriCe w. Roi:ne, teputy Co■mission Attorney, 
and 'rheodore c. Brovn, .Jr., Assistant 
commission Attorney, North Carolina Oti1ities
Commission, Post Office Box 991, Raleigh, Horth 
Carolina 27602 

BY THE COHIUSSION: On August 31, 1976 ., Horth Caro.lina 
Telephone company (hereinafter H.C. Te1e phone ,. company ., or 
App licant) filed an application for authority •to adjus t and 
increase its rates and ch�rge s l:y approximately $749 ,. 276 in 
additional annua1 gross revenues. N.C. Te1ephone p roposed 
that the rate schedule he allowed to go into effect on or 
after October I r 1976 ., without suspension. The App.licant, 
filed testimony and exhibits along with and in support of 
its application. 

On September 27., (976., the commission issued an Order 
setting Investigation and Hearing, suspending Proposed Rates 
and Requiring Public Notice. In the order the commission 
set the matter for pub.lie hearing to begin on February· J ., 

t 977, in the commission Bearing Boom ,. one West Horgan 
street, Buffin Bui.lding,. Raleigh, Hor th Carolina. The 
Commission declared the application to be a general. rate 
case· under G.S. 62-137 and required that N.C. Telephone 
publish in nevspapers the Notice of Bearing attached to the 

,comaission•s Order and mail by bill insert the same Notice 
of Beari ng to all its custo■ers. The Notice set forth the 
propo sed increase, re flected the beginning date of public 
hearing ., and informed the public of the manner by vhich 
comments or testimony cou.ld be received at the public 
hearing. 

On November 30, 1976, the Attorney General filed Notice of 
Int�rvention and the sase vas reccgnized by the commission 
by Order dated Dece■ber I, 1976. 



672 TELEPtiCNE 

The public hearing in this ■atter began on February I, 
1977. 

The Applicant presented the testimony of the following 
witnesses: John D. · Bussell, Execo.tive Vice President, 
Associated Utility services, Inc., as to replacement cost; 
Joseph F. Brennan, President, Asscciated Utility Services, 
Inc., as to cost of capital ·and fair rate of return; F. D. 
Rowan, Regional c ontrcller, Hid-C�mtinent Telephone service. 
corporation, as to accounting, capit al st ructure and fair 
value; R. D •. Bonnar, Vice President Contr9ller of Kid-
Continent Telephone Corporation, as to affiliated 
relationships and service .agreements; and Philip L. Hamrick, 
President and Director of Horth Carolina Telephone Company, 
as to service objectives, grovth, financing, rate design, 
and corporate rel�tionships •. 

The commission S taff offered the testiaony of the 
following witnesses: James s. Cc■pton, Telephone Engineer, 
regarding quality of service; Gene A. Cleamons, Chief, 
Telephone Service, as to prices pai d for purchases made by 
N.C. Telephone from its affiliated supplier, Buckeye 
Telephone and Supply. CompaDJi Vern W. Chase, Chief, 
T elephone Bate Section, regarding directory assistance; 
l'lillard C arpenter, Telephone Engineer, as to review of the' 
proposed rate design and staff recommen4ations; Hugh L. 
Gerringer, Toll Settlement Engineer, regar�ing separations 
and toll settlementsi E. Thomas Aiken, staff Accountant, as 
to review of the Company •s books and accounting. 
recommendations; Eugene 8. Curtis, Jr., operations Engineer, 
as to review of the co■pany•s pxoposed replacement cost and 
fair valuei and Edwin A. Rosenberg, Operations Analyst, as 
to rate of return and cost o� capital. 

The. Attorney General presented tvo putlic wit·nesses: 
RiChar d ftor�is and Eleanor �Orris, vho testified concerning 
service. 

Following the 
briefs and oral 

recefpt 
a�guments 

of such testimony and exhibits, 
11ere 11'ai Ved. 

Based upon the entire record of, evidence in this 
proceeding, the Commission nov ■akes the following 

FINDINGS OF FACT 

1. That North Carclina .telephone Company is a duly
franchised public utility p roviding telephone service to its 
subscribers in North Carolina and is a duly c'reated and 
existing corporation authorized 'to do llus�ness . in Norith 
Carolina and is lavfolly before the cciCIBi.ssion in this 
proceeding for a determination of the justness and 
reasonablenes s of its proFcsed rates and ,charges as 
regulated by the Utilities commission under Chapter 62 of 
the GeReral Statutes of Horth Carclina. 



RATES 673 

2. That N.C. Telephone vas incorporated under the lavs of
the State of North carclina as the l'tatthevs and Waxhaw 
Telephone Company in �uly 1950 and in the same month 
acquired the physical plant ·and franchise of the Matthews 
and Waxhaw Exchanges of the United Telephone Campany of the 
Carolinas, Inc. In (954 it adopted its present name. In 
December of 1954 the Co■pany acguired all of the outstanding 
stock of the Anson Telephone and Telegraph Company of 
Wadesboro, North Carolina, vhicb was merged into the Company 
on July I, 1955. In September 1955 ,. the company acquired 
the franchise and physical plant of the Wingate 'Telephone 
Company, Wingate, North Carolina. In October 1956, the 
Norwood and l'tarshville, Horth Carolina, exchanges of the 
United Telephone co■pany of the Carolinas, Inc., were 
acguireft. In June 1961, the Co■pany acquired all of the 
outstanding stock of the Pinebluff Telephone Co■pany, Inc., 
Pinebluff, Horth Carolina, and in Nove■ber 1961, it acquired 
all of the outstanding stock of the Laurel Bill Telephone 
Company, Laurel Bill, Herth carclina. These two· companies 
vere operated as vholly-ovned subsidiaries of the Company 
until July I, 1965, at vh1ch time they vere merged vith the 
Company. In December (968, the Lilesville Telephone 
company, Lilesville, North Carolina, was acquired and merged 
into the Company. 

J. That N.C. Telephone with headquarters in Matthews,
North Carolina, serves approiimately 9,610 stations through 
15 exchanges in an area of 1,325 square miles located i n  six 
counties in North Carolina. 

q_ That the present proceeding is the first general rate 
increase app 1 ication filed by H .c. Telephone since June I, 
1972 (Docket No. P-(00, Sub 34 reduced rates). 

5. That there is no excess plant investment reflected
from the record in this case. 

6. That the overall quality of service provided by N.C.
Tele phone to its customers is adequat e. Nonetheless, there 
is evidence of inconsistent guality which should be subject 
to furt�er requi��ments of this Order. 

7. That the test period used in this proceeding foe the
purpose of establishing rates as required by the Commission 
is the 12-month period ended April 30, 1976. 

8. That the annual increase in r ates and charges sought
by the Applicant is $749,276. 

9. That the original cost of N.C. Telephone's intrastate
telephone plant in service used and useful in the provision 
of te lephone service is $21,280,070. The accumulated 
depreciation associated with this telephone pla nt in service 
is $ij,896,359. N.C. Telephone's original cost of intrastate 
net telephone plant in service is $16,383,711• 
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10. That the reason ab.le replaceaent 
depreciation cf N.C. Telefhone•s plant used and 
providing intrastate telephone service in North 
$22 .288,93 (. 

cost less 

useful in 
Carolina is 

11. That the fair value of N.C. Telephone's plant used
and useful in providing intrastate telephone service in 
North Carolina should he derived by giving BOS weighting to 
the reasonable original cost less depreciation of N.C. 
Telephone•s plant in service and 20% weighting to the 
replacement cost less depreciation of N.C. Telephon0•s 
plant. The fair value of H.C. Tel_ephone• s utility plant 
devot ed to intrastate telephone service is $17,564.755. 
This value is calculated.by 1/5 weighting being given the 
net replacement cost.of $22,288,931 and Q/5 w eighting being 
given the net original co�t cf !16,383,71 J. This fair value 
inc ludes a reasonable fair value increment of $1,IBJ,OQ�. 

J2. That the reasonable allovauce for working capita l for 
N.C. TElephone is $27,388.

13. That the fair value cf N.C. Telephone's plant in
service to its customers within the state of North Carolina
at the end of the test year of $17,564,755 plu s the
reasonable allowance for lllorking capital of $27,388 yields a
reasonable fair value of N.C. Telephone's property in
service to North Carolina custo■ers of $17,592,JQJ.

14. That the appro priate gross intrastate revenues net of
uncollectihles.for H.C. Telephone for the test period are 
$4,963,306 and under the Co■pany•s proposed rates would have 
been $5,703,848. · 

15. That the level of H.C. 'felephone•s operating revenue.
deductions . after accounting and pro forma adjustments 
including taxes and interest on· custome� deposits is 
$3,893,284, which includes the amount of ·s1,016,l32 for
actual investment currently co�sumed thro ugh reasonable 
actual depreciation. 

16. That the rate of return
intrastate investment of the Co■i:any 
rates ana charges should be based is 
reasonable. 

on the 
(rate 
7.701 

fair value of the 
base) upon which 
which is just ana· 

11. That N.C. Telephone should be all owed to adjust it s
rates and charges so as to pr oduce $633,IQ9 in additional 
annual gross revenues in order for the Company to have an 
opportunity th�ough efficient management to earn the rate of 
return on the fair value of its property whic h the 
Commission has found.to be reascnable and fair. 

I 8. That 
included in 
be just ana 

the schedule 
Appendices A, 

_ reasonable. 

of rates, charges, and regulations 
B, and c of this Order is found to 
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19. That charging for directory assistance is an 
appropriate means of reliewing those subscribers vho do not 
use directory assistanc e excessively of the cost of said 
service and requiring tho se who use the service excessively 
to pay in accordance vi th the sei:vice used. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT 
NOS •. I ,,, 2,, 3, Q,, 7,, AND 8 

The evidence for these findings is contained in the 
verified application,, the Order setting hearing,, the 
test imony of Company witness Hamrick ,, G.S. 62-133 ,, and 
previous Commission Orders in this and prior dockets. These 
findings are essentially infor■ational ,, proc�dural,, and 
jurisdictional in nature and were not contested during the 
presentation of evidence herein. 

EVIDENCE AND CONCLUSIONS FOB FINDING OF FACT NO. 5 

The evidence relating to the FOSsibility of e xcess plant 
consisted of the direct testi•ony of Staff vitness Compton. 
Witness Compton testified he reviewed central. office 
eguip■ent additions and outside cable construction during 
the test year and found no evidence to indicate excess plant 
margins. 

Based on the evidence of record ,, the Commission concludes 
that an a djustment for excess plant is not necessary in this 
case. 

EVIDENCE AND CONCLUSIONS FOB FINDING OF PACT HO. 6 

The e�idence as to the quality of telephone service 
provided by Horth Carolina Te1eFhcne Company· vhich appears 
in this record consists of the testimony of Co■p any witness 
Hamrick,, Staff witness co■pton, and t110 publ ic vit;n esses 
from the Ha tthews Bxchange. 

Mr. Ha■rick testified that N.C. Telephone vas continuously 
str iving to improve service to its custo■ers in .all areas. 
He cited coamunity feedback ,, low trouble reports, 
coapanyvi de maintenance progra&s and supervisory follow-up,, 

and new construction as reasons fer his opi nion tha t service 
was good. In his testimony,, Hr . Ham rick states that the 
Company does continuing service aEalysis but did not perform 
specific service analysis for the current rate case.. l!r .. 
Hamrick stated that he does net take exception to the basic 
findings of Staff witness Comptcn. Witness Hamrick further 
sta ted that the Company vool.d attempt to improve the problem 
areas point ed out in the Staff's testimony. 

The two public witnesses frcu Matthews complained of long 
distance d ifficulties,, noise,, difficu lty in hearing, calls 
that could not be completed, sisdirected calls, frequently 
getting busy tone before completing dialing ,, double 
connections, vet weather making their phones not vork, 
cutoffs in the middle of conversations, trouble getting the 
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operator (!atthevs Exchange, southern Bell Charlotte) to 
a ssist them, reporting troubles to the te1ephone company did 
no good, and service is really goite poor. 

!Ir. Co■pton testified concerning the Commission Staf_f • s 
investigation and evaluation of .the gnality of telephone 
service provided by H.C. Telefhone. He testified that the 
Staff's eva luation was based on results of· field tests 
condocted in the exchanges of u.c. Telephone. The witness 
testified that the staff's evaluation consisted of call 
completion tests, trans■ission and noise measurements, pay 
station tests, opera·tor ans11er time tests, analysis of 
customer trouble reports, service orders, ·and subscriber 
held orders. Witness Compton's . e:zhibits of testing shov 
great variation in results. Some exchanges shoved no· 
failures and others vere very high over the objectives. 
vaxhav, Rev Salem, Pine Bluff, ana Indian Trail vere over··· 
tbe objective levels for intraoffice tests, by as much as 
501 over t he objectives. The same is true of Indian Trail, 
Pe.achlaod-Polkton, Morven, Laurel Bill, and Hatthevs for EAS 
(inter0f£ice) tests. The DDD test also shoved that Indian 

Trail, Marshville, Rorvood, ftorven, and Wadesboro merit the 
sa■e profile. The operator answer shoved an erratic 
variation depending on vbich' dates the tests vere made. 
Even though. the average is vell withi n the limit, the test 
results on half of-the trips vere over the objective. The 
repair service answering vas a11 over the objectives for 
each trip. Witness Compton re1ated discussions vith those 
who.have written complaint letters and stated that 26 of the 
36 letters dealt vith service cOmplaints. Witness Compton 
indicated that business customers indicated varying degrees 
of difficu·lty vith telephone ·ser'Vice a nd these "felt that 
their telephone service could te improved. Witness Compton 
stated that he made ·several residence interYiews and those 
customers stated that they did Eot always report·telephone 
ser vice difficulties •. 

The co■mission takes note of the similarity of public 
witness Morris• state■ent that "they (1;.roubles) appear- for a 
little vhile and then they· go away" and Staff witness 
Coapto�•s exhibits of test resnlts. The Cosaission is of 
the opinion that.the sllbsc riber complaints and the Staff's 
test results are directly relatEd and indicate a quality of 
service that is erratic; acceptable during some periods of 
time and unacceptable at other times. H.C. Telephone and 
its parent, !!id-Continent, should realize that continuat-ion 

�of recurring and pe�sistent serYice problems will be cause 
for the co■mission to initiate further service bearings. 

EVIDENCE AND CONCLUSIONS EOB. FINDING OF FACT NO. 9 

company witness Rovan and Staff witness Aiken presented 
different amounts for telephone plant in service and its 
a ssociated accumulated depreciation as follow s: 
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!!:�.m 

Original cost of tele�hcne plant 
in service 

Less: Accumulated depreciatior 
Net original cost of �lant in 

sP.rvice 

Company 
Witness 
_ROJ!� 

$21,204.004 
4,844, 53S 

$16,359,465 

Staff 
Witness 
-�

677 

$21,280,070 
4,896,359 

$16,383,711 

Both witnesses agreed that N.C. Telephone's total amount 
of telephone plant in service at the end of the test year 
was $24.855.239; however, the witnesses disagreed as to the 
appropriate amount of telephone plant in service applicable 
to intrastate opera tions. A� can be seen in the chart 
above, the amount determined by Staff witness Aiken is 
$76,066 greater than the a■cunt determined by Company 
vi tne ss Rowan. The different amounts of intrastate 
telephone plant in service £ound by the tvo wi tnesses result 
exclusively from the use of different intr astate allocation 
factoi=s. Company witness Rowan deter■ined the amount of 
inti;astate telephone plant in service by allocating total 
telephone plant in service tc intrastate operations by 
utilizing a composite intrastate allocation factor of 
85.31%, while Staff witness Aiker allocated total telephone 
plant in service to intrastate operations by applying a 
separat� intrastate allccaticn factor to each individual 
telephone plant account. The allocation factors which Kr. 
Aiken ased ver e develope d by staff witness Gerringer. The 
Commission has previously concluded that Staff witn ess 
Gerringer 1s in tras.ta te allocation factors developed for 
allocating total te lephone plant in service to intrastate 
opera tions are proper .. 

The vitnesses also disagreed on the proper amount of 
accumulated depreciation to be  deducted from the cost of 
intrastate telephone plant in s ervice in determining net 
intrastate tElephone plant in service. Co■pany wi tness 
Rowan deducted the actual balance in accuaulated 
depreciati on as shown on the hooks at the end of the test 
year in the amount of $LJ,eqq,539, after allocation to 
intrastate operations. staff vitness Aiken incre ased this 
amount by $�1,820, to reflect the effect of his end-of
p eriod adjus tment to deprecia tion expense and the effect of 
using a different intrastate allocation factor to allocate 
the accumulated depreciation to i£trastate  operations. The 
factor was developed hy Staff vitness Gerringer .. 

On February I, 1977, all parties in this proceeding s igned 
a stipu lation accepting the intrastate portions of original 
cost net investment of N.c. Telephone's plant and the 
i nti;astate portions of the operating revenues, operating 
expenses, income taxes, and net ope�ating income for return 
for the test year ended April 30, 1976, under present rates 
and under the proposed rates as shown in staff wi tness 
Aiken's testimony and exhibit .. Since all parties in thiS 
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proceeding have stipulated tc witness Aiken's amount of 
original cost net investment, the Commission concludes that 
the original cost net investmeut of $16,383,711, consisting 
of telephone plant in serv.icE of $21,280,070 less 
accumulated depreci ation of $ij,896,359 as proposed by 
vitness Aiken, is the pro�er amcunt to use for the purpose 
of setting rates in this proceeding and an in-depth 
discussion of the issues causing the difference between 
company witness Rowan and staff witness Aiken is 
unnecessary. 

EVIDENCE AND CONCLUSICN5 FOB FINDINGS OF 
FACT NOS. 10, 11, AND 13 

Campany witness Russell, a cc nsultant to North Carolina 
Telephone Company, testified with respect to his 
determination of the net trended original cost valuation of 
N.C. Telephone's North Carolina properties used and useful
in furnishing telephone service as of April 30, 1976.
Witness Russell calculated his net trended original cost by
computing a surviving investmen t, a r eproduction cost nev, a
replacement cost vhic h corrects plant in service for
economies of scale, and a condition percent based on an 8%
present vorth analysis for calcula ting accrued depreciation.
Vitness Russell calculated his replacement cos t less
depreciation and provided the value to Company witness
Rowan. Ritness Rowan added in the working capital to the
intrastate portion of this net replacement cost and called
the result fair value rate base.

Staff witne ss Curtis agreed with the re production cost new 
and replacement cost as calculated by Company witness 
Russell. There was a difference of opinion as to the value 
of accrued depreciation to be deduct ed from replacement 
cost. Witness Curtis calculated a condition percent based 
on book reserve in figuring the accrued depreciation. 
Witness Curtis used a conditior percent based on the book 
reserve -for calculating accroed depreciation and the 
Commission concurs that this is appropriate. 

The Commission concludes that the reasonatle replacement 
cost less deprec1a tion cf N .C. 'lele phone I s telephone plant 
in service at April 30, 1976, is $22,288,931. 

Having determined the appropriate original cost of net 
investment_ in intrastate plant to be $16,383,711 ilnd the 
reasonable estimate of net replacement cost of that plant to 
be $22,288,931, the commission must determine the fair value 
of N.C. Telephone's net �lant in service. 

The Commission concurs that a weighting of 80% be given 
the net original cost an d a weighting of 20$ he given the 
net replacement ccst. By weighting the $16,393,711 by 80% 
and the $22,288,931 bf a 2·01 factor, the fair value of N. c. 
Telephone I s utili ty pl_ant devoted to intrastate telephone 
service in North Carolina is $17,56q,755. This fair value 
includes a reasonable fair valu e increment of $1,181,044. 
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The fair value of N.C. Telephone's plant in service· to its 
customers within the State of Ncrth Carclina at the end of 
the test year of $(7 ., 564,755 plus the r easonable allowance 
for working capital of $27,388 yields a reasonable fair 
value of N.C. Telephcne•s pro�erty in service to North
Carolina customers of $17 ., 592,143. 

EVIDENCE AND CONCLUSIONS FOE 'fINDING OF FACT NO. 12 

Company 
presented 
allowance 

witness Rowan and Staff witness Aiken each 
a different amcunt for the working capital 

as shown by the comparison below: 

Company 
Witness 

Rovan 

Staff 
iitne ss 
_Aiken 

Cash (1/12 of operating expenses) 
Materials and supplies 

$ I 54,845 
127 .,659 

$154,193 
127,279 
14,210 

(249,398) 
(18,896) 

$ 27,388 

Average prepayments 
Average tax accruals 
customer deposits 

14,028 
(244,603) 

-� 84 l
$ 38 ., 645
======== ======== 

There is a difference of $ ( I ,2 57 in the working capital. 
allowance of Company witness Rowan and Staff witness Aiken .. 
This difference is con;pri5ed of the fellowing: 

I • 

2. 

3. 

4. 

5. 

D iffer ence in cash resulted frcm adjustaents 
to operating expenses and the Company and 
Staff witnesses using different intrastate 
al1oca tion factors ($ 652) 

Difference in materials and supplies 
resulted fr om the ccmpany and Staff 
witnesses using differ ent intrastate 
allocation factors 

Difference in average prepayments resulted 
from the Company and Staff witnesses using 
differennt intrastate allocation factor s 

Difference in average ta� accruals resulted 
from the Company and Staff witnesses using 
different intrastate allccatio n factors 

Differ ence in customer depcsits resulted 
f rom the Company and Staff witnesses using 
different intrastate allccation factors 

Total 

(380) 

I 82 

(4,795) 

(5,6!2) 
($11,257) 

On February I r 1977., all parties in this proceeding signed 
a stipulation accepting the intrastate portions of original 
cost net investment of N .. C. Telephone's plant and the 
intrastate por tions of the operating revenues, operating 
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expenses, income taxes, and net operating income for return 
for the test year ended April 30, 1976, under present rates 
an1 under the proposed rates as shown in Staff witness 
Aiken's testimony and exhibit. Since all parties in this 
proceeding have stipulated to 11itness Aiken's amount of 
original cost net investment, the commissicn concludes that 
the allowance for working capital of !27,388 as proposed by 
witness Aiken is the proper amount to use for the purpose of 
setting rates in this proceeding and an in-depth discussion 
of the issues causing the difference between Company witness 

_Rowan and Staff witness Aiken is unnecessary. 

EVIDENCE AND CONCLUSIONS FOE. !IND.ING OF FACT NO� 14 

Company wi tness Rowan, Staff witness Gerringer, an d Staff· 
witness Aiken presented testimony concerning the approp riate 
end-of-period level of intra state operating revenues. Staff 
witness Gerr inger presented testimony concerning N.c. 
Telephone's toll settlements with souther n Bell Telephone 
a nd Telegraph Company and the Company •s appropriate end-of
period level of intrastate toll revenues. The end-of-period 
toll revenue amount determined by Staff witness Gerringer 
vas includ ed by staff witness Aiken in his testimony and 
exhibit. com pany witness Eovan and Staff witness Aiken each 
testified as to the apfropriate level of operating revenues 
after accounting and  pre forma adjustments. The following 
tabular summary shows the amounts claimed ty each witness: 

.ll:.fil! 

Local service revenues 
Toll service revenues 
Miscellaneous operating 

revenues 
Uncollectibles 

ccmi:any Witness 
___ Ro�--

$3,5( 9,382 
1,340,506 

(52,8(9 
__ J.'jhl..Ul 
$4,954,274 
========= 

Staff Witness 
Aiken 

$3,528,521 
1,373,579 

95,352 
_D!!,.ill) 
$4,963,306 
========= 

There is a difference of $9,032 in the operating revenues 
presented by Company witness Bo�an and staff witness Aiken 
a s  may be observed £ram the above comparison.. This 
difference is comprised of the fellowing: 
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1. Ad  ius tment inci:easing local service
revenue cesulting fcom Company's computing
subscriber station revenues based on data
later found to be in accurate $ 2,643 

2. Adjustment increasing loc al. service revenue
for effect of charging foi: directory
assistance calls

1. Adjustment to bring toll service revenue to
an end-of-pericd level as frcvided by St aff
witness Gerringer, adjusted for accounting
and proforma adjustments �ade by Staff

6,496 

witness Aiken 33,073 

4. Adjustment to exclude inter exchange toll

5. 

6. 

revenues from misc ella necus re venues (54,080) 

Adjustment to decrease miscella neous
revenues as a result of annualizing
revenue to be received under a new
extended area service agreement contract

Difference in uncollectitles resulted from
the Company and St aff �itne sse s  using
diffe rent intrastate allocatio'n factors

Total 

(3,387) 

======== 

On February I, 1977, all parties in this proceeding signed 
a stipula-tion accepting the intrastate portions of original 
cost net investment of N.C. 'lelephone 1 s plant and the 
intrastate portions of the operating revenues, op erating 
€Xpenses, income taxes, an d net operating income for return 
for the te st year ended April 30, 1976, under present rates 
and under the proposed rates as shown in Staff witness 
Aiken•s testimony and exhibit. Since all parties in this 
proceeding have stipulated to wit ness Aiken• s amount of 
operating revenues, the Ccmmissicn concludes that operating 
revenues of $4,963,306 as proposed by witness Aiken is the 
proper amount to use for the ;urpose of setting rates in 
this proceeding and an in-depth discussion of the issues 
causing the difference between ccmpany wi tness Rowan and 
Staff witness Aiken is unnecessary. 

EVIDENCE AND CONCLUSIONS FOE FINDING OF FACT NO. 15 

Company witness Rowan a nd Staff witness Aiken pre�ented 
testimony and exhibits showing the level of operating 
revenue deductions which they believed should be used by the 
Commission fot" the purpose of fixing rates in this 
proceeding for North Carolina Telephone Company. The 
following compa rison shows the amounts cl aimed by e ach 
llitness: 
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Jte.!!! 

Operating expenses 
Depreciation and amortization 
Other operating taxes 
Income taxes - State and Federal 
Interest on customer deposits 

Total operating revenue 
deductions 

Company 
Witness 
_Rowa!! 

$1 ,.858,139 
1,074,587 

525,703 
400,896 

$3,859,327 

Staff 
Witness 

Aikg,n 

$1 ,. 849,187 
1,079,157 

525,276 
438,530 

____ Lil'.! 

$3,893,284 

Company witness Rowan testified that the appropriate level 
of operating revenue deductions �as $3,859,327 while Staff 
vitness Aiken testified that the appropriate level was 
$3,893,284, or a difference of $33,. 957. The $33,.957 
difference is comprised of the fellowing adjustments made by 
Staff witness Aiken: 



I • 

2. 

3. 

·-

5. 

6. 

7. 

B. 

9. 

IO. 

I 1-

I 2. 
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Adjustment to end-of-period dep reciati on 
on vehicles and other work equipment 
charged to rr.aintenance exfense $ 

Adjustment ta traffic e�Ee nse for effect 
of expenses associated with new traffic 
engineering departme nt 

Adjustment tc traf fic exfenses far the 
effect cf new operator office agreement 
and for the effect of instituting 
direc tory assistance charges 

Adju stment to increase rate case expense 

Adjustment tc decrease insurance expense 

Adjus tment ta decrease audit fees 

Adjustment to other operating expens7s
to r�flect a new extended area service 
settlement agreement �itb Southe rn Bell 

Adjustment tc decrease pEoferty taxes 

Adjustment to increas e gross receipts tax 

Adjustment to record interest on customer 
deposits 

Difference in oper ating revenue deductions 
resulting from the Company and staff 
using diffe rent intrastate alloca tion 
factors 

Increase in State and Federal income taxes 
resulting frcm differences lis ted in 
items I through I I and the difference 

683 

(609) 

(9,931) 

2,016 

(15,821) 

(2.,767) 

(1,30ij) 

(I 9,875) 

18,262 

I, 13• 

in interest expense used by th e two 
witnesse s _J.Ii.§.32 

$ 33,957 
======== 

On February I, 1977, all parties of this proceeding signed 
a stipulation accepting the intrastate p ortions of original 
cost net investment of N.C. 7elephone•s plant and the 
i ntrastate portions of the opeiating revenues, operating 
expenses, income taxes, and net operating income for return 
for the test year ended April 30, 1976, unde� present rates 
and un der t h e  proposed rates as shown in Staff witness 
Aiken•s t estimony and exhibit. Since a11 parties in this 
p�oceeding have stipulated to witness Aiken's awount of 
operating reve-nue deductions, the Commissicn concludes that 
the operating reven-ue deductions of $3,893,284, consisting 
of operating - expenses cf $1,BQ9,187, depreciation and 
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amortization of $1,079,157, ether operating taxes of 
$525,276, State and Federal income taxes of $438,530 ,. ana 

-interest on custcmer deposits of $1, 1311 as proposed by
witness Aiken, is the prefer amcunt; to use for the purpose 
of setting rates in this proceeding and an extended
discussion of the issues causing the difference between
company vitn'ess Rowan and Staff witness Aiken is 
unnecessary.

EVIDENCE AND CONCLUSIONS FOil FINDING OF FACT NO. 16 

Tvo vi tnesses were presented in the area of cost of 
capital/fair rate of return. 'lhe company offered Joseph F. 
Brennan, President of Associated Utility services, Inc.: 
Edwin A. Rosenbe rg, an economist in the Operations Analysis 
Section, was presented by the Sta ff. Each witness 
testified as to the results of a stu dy which be made to 
determine the cost of capital to the Company and, based on 
his study, made a recommendation to the Commission as to a 
reasonable return on the capital invested in the Company. 
Both witnesses testified that the ccst of capital, while the 
most importan t aspect, vas not the only factor in the 
determination of the fa ir rate cf return. Hr. Rosenberg 
cited the excess of fair value over the net original cost 
investment and factors relating to the Efficiency .of 
operation within the Company. Hr. Brennan stressed the 
effects of attrition and regulatory lag on the fair rate of 
return as c ontrasted vith the cost of capital. He also 
noted the effects cf the fair value increment and 
recommended a return on fair value rate tase assuming • 84 
and .16 weighting for net and trended original cost 
investment figures, respectively, as supplied by the 
Company. 

Both Mr. Brennan and Mr. Bosenterg start their studies by 
statin g the criteria which a fair rate of return must meet 
as enunciated in G.S. 62-133 and in various decisions of the 
courts. A fair rate cf return is one which allows a utility 
to satisfy the requirements cf its investors a nd its 
customers on a continuing basis at the lowest possible rate 
of return. each witness recommended a rate of return which 
he considered to meet the above standard. 

The final recommendations cf the cverall cost of capital 
to the Company vere 8.261 by Hr. Bosenberg and 8.87% by Hr. 
Brennan. (These figures used for comparison are based on 
original cost net investment because the assumed fair value 
t'ate tase used by nr. Brennan differs from that adopted.) 
The reasons for the differing recommendations by the two 
vitnesses may be found in the choice of slightly different 
capital structures and in different estimates of the cost. of 
equity to the Comp any. Hr. Brennan used the, projected year
end 1976 capital structur e while Hr. Bosenberg used the end 
of test year values. Because the differences between the 
two were minimal and because the test-period ratios reflect 
actual conditions, the test-period figures, as used by Hr. 
Rosenberg and Hr. Aiken of the Accounting Staff, will be 
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adopted for use in this case. 
structure is: 

'!be net origina1 cost capital 

long-tet'm Debt 
Preferred Steck 
Cost-free Capital 
Common Equity 

Total 

! of Total

47. 64�
28. I 6�

7. I 3%
--1..hQl.! 
100.oo�
====== 

When the excess of the fair value of the co11pany 1 s 
propet"ty used and useful at the end of the test year over 
and above the original cost of such property or the fair 
value increment of $1,181,044 (as determined in Finding of 
Fact No. I I, fil!E£S) is added to the original cost or actual 
capital structure, the resulting fair value capital 
structure is as follows: 

Total Debt 
Preferred Steck 
Common Equity 
Cost-free CaFital 
Total 

44.44% 
26. 271
22.64%

6.651 
100.00, 

The embedded cost rates for the long-term 
preferred stock used by both 111i tnesse s we re 7 .. 33,: 
respectively, and vill be adopted herein. 

debt and 
and 7.Q9%, 

The difference between the two witnesses• recommendations 
in the area cf the ccst of ccmmcn equity was not slight. 
Mr. Brennan recommended a return on common equity of 20% as 
compared with Mr. J;osenberg1s reccmmended return of 15.61.
In arriving at his cecommendation, Mr. Brennan studied the 
achieved returns of regulated and nonregulated firms, the 
spread between debt and equity returns, relative earnings 
price rat ios, Discounted Cash Flov analysis, relative risk 
measures, and the effect of the relatively lov equity ratio 
of the Company on the cost of equity. Mr. Rosenberg applied 
the Discounted Ca sh Flow teChcigue to a group of 13 
telephone utilities and telephcne holding companies and 
adjusted his result for the lov equit y ratio of the Company. 

The recommendation of Mr. Erennan seems inappropriate and 
beyond the zone cf reascnableness. He attempted to · measure 
the cost of equity by the earnings pr ice ratio, a1though he 
stated that the earniugs price �atio is less than the total 
cost of equity because it igncres the growth factor. Tliis 
use of the earnings price ratio is rejected. There is no 
substantiation other than Kr. Erennan•s assertion that this 
ratio is in fact a reliable measure of the cost of equity 
capital. If that were the case, the earnings price ratios 
during the 1960 1 s for the Co■pany•s parent, Mid-Continent 
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Telephone corporation, would have led to the conclusion that 
its cost of equity was as low as 4%. such a fig ure cannot 
now be presented as the cost of equity no r would it have 
been pJ:esented as such at the time. Hr. a·rennan 
acknowledged that, at times, this ratio ignores the growth 
component and may understate the total cost of equity. 
B ecause Hr. Brennan did not adequately demonstrate hov the 
inclusion of growth rates in his analysis of earnings price 
catio would affect the estimated ccst of equity even though 
he stated that they -would have an effect, ve must reject his 
use of this technique in this case. If a technique is known 
to be often in error, the results of a study t:ased on the 
application of the technique canno t be considered valid for 
the purpose of the determination of ra t es to te charged the 
people of North Carolina . ie simply cannot accept 
conclusions dravn from such a study. 

Mr. Brenn an also developed a regressi on model which he 
applied to the earnings price ratios of American Telephone 
and Telegraph Company. This regression vas designed to shov 
the effects of the declining eguity ratio of the Bell System 
on its earnings pri ce r atio and, thus, the cost of equity. 
This regression ignored the effects of such factors as 
interest rates, inflaticn, and general market declines on 
the earnings price ratio. BecausE such obviously important 
factors were ignored, we must reject Mr. Brennan's 
regression model. 

Mr. Rosenberg's recommendations were based. on his 
application of the Discounted Cash Flov technique to a group 
of 13 telephone utiliti es and ttlephone balding companies. 
This technique has teen frequently presented before this 
Commission, and, properly applied, can give an indication of 
the cost of equity capital. ihe technique is itself, 
howeve r, susce ptible to possitle error-prod ucing problems. 
The choice of the growth rate to te used in the formula must 
b e  made wit h great c�re so that an �rroneous conclusion will 
not be reached. It appears, however, that Hr. Rosenberg 
attempted to recognize the critic al nature of the p roper 
choice of growth rates by fncluding five different growth 
rates for each of his companies. 

Both witnesses also made adjustments in their 
recommendations to account for the low eguity ratio of the 
company. Hr. Brennan based his adjustment on the theory of 
Professors Modigliani and Hiller as found in their 1963 
work. Although there is some controversy as to the validity 
and applicability of this theory, it is clear that some 
adjustment must be ciade. the size of such an adjust�ent 
should vary with the particular firm u nder study, however. 
There is clearly less risk invclved vhen a utility adopts a 
highly leverag ed capital structure than when an industrial 
firm adopts the same structure. There is also less risk in 
the adoption of such a capital stLucture when there is a 
financial affiliation vith a parent corporabion. This 
Company is affiliated with the Hid-Continent System; most of 
its preferred stock is alsc held by Hid-Continent. and. 
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thus, the risks associated with the adoption of the 
leveraged capita1 structux:e are Illitigated to some degree. 

Re conclude that a return of ?.70% on the fair value rate 
base as adopt ed is just and reasonable. This rate resu1ts 
in a return of 10.93% in the fair value common equity and 
will al.low the Company to discharge its ol::l.igations to both 
ratepayers and investcrs and tc fI:ovide adeguate service. 

EVIDENCE AND CONCLUSIONS FOE FINDING OF FACT NO. 17 

The fo11aving charts summari2e the grass revenues and the 
rates of return which the Company should have a reasonabl.e 
opportunity to achieve, based upon the increases approved 
herein. such charts, ill.ustx:ating the Company's gross 
revenue regu irements, incorporate the findings, adjust�ents 
and conclusions heretofcx:e and herein made by the 
Commission. 

SCHEtUlE I 
NORTH CAROLINA 'IEIBEBONE COMPANY 

Docket No. P-70, Sub 120 
NORTH CAROLINA IN'IBAS1A'IE OPEBATIONS 

STATEMENT OE EETURN 
Twelve Months Ended �pril 30, 1976 

Operating Revenues: 

Present 
_B!!!,g&. 

�ncrease 
Approved 

1/ 
Local service revenue 

·Tol.l. service revenue
Miscellaneous revenue
Uncoll.e ctibl.e operating

! 3,52E,521 $626,653 
1,373,579

revenue
Total operating

revenues 

Operat.i!!,g Rev enue DEducticns: 

95,352 

Maintenance 732,C26 
Traffic 295,L69 
Commercial. 275,883 
General accounting 83,673 
Revenue accounting 95,921 
General office salaries 
and expenses 97,307 

3JL,€50 Other operating ex�enses 
Expenses charged to con

struction (46. 742) 
----L!!!!.'.l .. l.!!2 Total. 

�348 

After 
Jlpproved 
Increase 

$ 4,155,174 
1,373,579 

95,352 

5,582,654 

732,026 
295,269 
278,883 

83,673 
95,921 

97,307 
312,850 

(46,742) 

1/ Incl.udes an amount of $6,496 to be derived from charging 
for directory assistance calls. 
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Depreciation 
Amortization 
Other operating taxes 
State income tax 
Federal income tax 
Interest on customer 

deposits 
Total 

Total operating revenue 
deductions 

TELEFHCNE 

1,076,132 
3,025 

52!:,216 
56,310 

382,220 

___ ..J..ild!i 
__ 2 i.Q!ihl.21 

3,893,284 

37, I 6 I 
34,93 ( 

262,683 

334. 775

334.775 
Net operating income 

for return $ I, 010, 0_22 $284,573 
=========== ======== 

Investment in Telephone 
Telephone plant in 

service 

Plant: 

$21,280,070 
Less: Accumulated 

depreciation 
Net investm0nt in tele
phone plant in service 

__ !i_J_2JL] 5 9 

Allowance for Worki.!!.9 
Capital: 
cash 
Materials and supplies 
Average prepayments 
Less: Average tax 

accruals 
customer deposits 

(end-of-period) 
Total working capital 

allowance 

Net investment in tele
phone plant in service 
and allowance for work
ing capital 

Fair value rate base 

Rate of return on fair
value rate base 

$16,383,71 I 
===-======== ======== 

$ 154,193 
J::i7,279 

I 4,210 

249,398 

__ l.JW!96 

____ 27,388 

$16,411,099 
==-========= 

$17,592,143 
=========== 

6.08% 
========== 

1,076,(32 
3,025 

562 ., 437 
9 I ,241 

644,903 

I, 134 
2,378,872 

_!!..128, 059 

$ 1,354,595
========== 

$21,280,070 

4,896,359 

$16,383, 71 I 
=========== 

$ 154, I 9_3 
127,279 
14,210 

249,398 

J8,896 

27 388 

$16,411,099 
=======--== 

$J 7,592,143 

7.70% 
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SCHEDULE lI 
NORTH CAROLINA iElEPHONE COMPANY 

Docket No. P-10, Sub (20 
NORTH CAROLINA INTEAS�ATE OPERATIONS 

STATEMENT CF EETURN 
Twelve Months Ended April 30, 1976 

Fair Value 
�:t..§_�,g 

Ratio 
_!.__ 

Embedded 
Cost or 

Return on 
Common 

Egui ty I 

. 689 

Net 
operating 

Income 

£fil!i ta liza tiQ!l Fresent Rates - Fair Value Rate Base 

Total debt $ 7,8JB,2Q8 14.44 7.33 $ 573,078 
Preferred stock 4,621,365 26.27 7.49 346,140 
Common egui ty: 
Book 2,417,355 
Job develop-
ment credit 384,020 
Fair value 
increment 1�.l!!W!!!! 3,982, rq 9 22.64 3.79 150,804 

Cost-free capital _L.J2.Qiill _§� 

Total $17 ., 592,143 I 00.00 $J ,010 .. 022 
=========== ====== ========= 

Approved Rates - Fair Value Rate Base 

Total debt 
Preferred stock 
Common egui t l: 

$ 7,818,248 
4,62J,365 

Book 2, tq7,355 
Job develop-
ment credit 384,020 
Fair value 
increment LJ.ft.k.Qii 3,982,419 

44. 44
26.27

22.64 

Cost-free capital -1.a.ll�.&.!il __ &�2 

Total $17,592,143 1co.oo 
====='==== 

7.33 
7.49 

I 0.93 

$ 573,078 
346,140 

435,377 

$1,354,595 
======== 

EVIDENCE AND CONCLUSICNS FOE FINDING OF FACT NO .. ( 8 

Philip L. Hamrick, PrEsident cf N .. C .. Telephone, testified 
regarding the Applicant's prct:osed rate schedules. Hr. 
Hamrick presented tasic local rates structured according to 
rate groups based upon local calling scope .. The rates 
reflected increases in business to residence rate ratios and 
trunk to individual line rate ratios. · Hr. Hamrick also 
proposed increases in the local ccin rate, service charges, 
and miscellaneous equipment .. 



690 iELEl1HCNE 

Millard N. carpenter IIY, Rate �nalyst of the Commission's 
Telephone Rate Section, testified regarding his evaluation 
of the Applicant's rate proposals and his recommendations 
for additional and alternative changes. Mr. carpenter 
commented on the proposed rate groups, group differentials, 
and rate ratios and noted that the rate ratios recently set 
by. the Commission for other conpanies could produce large 
increa se s in the Applicant's business rates. He suggested 
that it may be approFriate tc limit the increases in rate 
ratios in order to avoid extieme increa ses in business 
rates. Hr. Carpenter testified that he vould prefer to 
limit the application of a rotary rate to rotary lines not 
terminated in key systems, multi lin e sets, or PBX 
svitchtoards and that the rctaxy arrangement should be 
i ncluded in the key t:runk alld PBX trunk rates wi thout an 
additional additive. Be stated that he would prefer to 
expand the key trunk definitic£ to include central office 
lines terminating in three-line sets  and single- button sets 
as well as central office line� terminating in key systems. 

In the area of zone charges be reccmmended a reduction of 
not more than 50% i n  zone charge revenue. Hr. Carpenter 
presented a revised service charge format which he 
recomm ended as more equitable than the format u sed by the 
Applicant and stated· his SUPECit for increases in service 
charges under that schedule to a level more closely based on 
cost. Included in the service charge tariff which Hr. 
Carpenter recommended vas a provision for time payment of 
re..�idence service charges. The provision would give 
residence customers the o�ticn of Sfreading the payment of 
service charges over the fir st two hilling periods after the 
work i s  completed. Br. Carpenter supported the Applicant's 
proposal for an in crease in the local coin rate and 
recommended a change in the fCCce�ure for rating mileage 
services such as extension line, tie line, and local private 
line service from route measurenent to a dire ct airline 
method. He also recommended changes in rates for 
miscel laneous items fer which ccst information is available. 

Based on the testimcny and exhibits of Mr. Hamrick and Mr. 
Carpen ter, the Commis sion reaches the follcwinq conclusions 
with regard to the rates and charge s to be approved for N.C. 
Tele phone: 

I• Basic Bate Schedule 

(a) The Commissicn concludes that the ratio between
business and residence individual line rates
should be increased to approximately 2.q to I,
a leve],. which the Commission, in its
discretion, believes to be just and reasonable.

(b) The Commi ssion concludes that ra.tes for PBX
trunks an d key t runks s hould he increased so
that they will �ere nearly reflect relative
value of service and relative costs.
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The Commission concludes t hat rate 
upon lccal calling s ccpe should be 
fo r basi c local servic es. 

2. Zone charges

691 

groups based 
established 

The Commission finds that a moderate red uction in 
zone charge revenue is apFropr iate at this time. 

3. Servic e Charges

The Commission concltdes that N.C. Telephone's
service charge s should tE increased to a level which
more closely approximat es the level of costs involved
in doing the vork and that the charges applicable for
each request should dep end on the actual work
functio ns involved. The itcreased c harges should be
iiz;plemented using the format proposed 1:y the Staff.

4. Coin Telephone ser vice

The commission concludes that there is a need to
adjust t he local ccin call charge fro m I Ot to 20¢. 
While recognizing that, p ercentagewise, that is a 
large i nc rea£e, t he ccrrmission notes that there hav e 
been numerous increases in the cost of providing this 
service and that t he chaLge ha s not been increased 
for over 20 1ears. 

5. supplemental Servic es and Iquipment

The Com m issicn conciudes that the provision of
supple mental services and eguipment should not result
in a burden ui;on subscribers to basic service and
that the rates should te set accordingly.

6. Mileage Services

The Commission concludes that rates for local mileage
services should be based upon direct airline
measur ement and that the rates should be increased to
more closely cover the costs of this class of
ser vice.

EVIDENCE AND CONCLUSIONS FOB FINDING OF FACT NO. 19 

Vern w. Chase, Chief Engineer of the Commission's 
Telephone Rat e section, testified that directory assistance 
has become an expensive service to provide and is a service 
vhere the cost can te identified fer rendering the service 
as well as for identifyi n g  the amount of ser vice user) by 
each subscriber. Further* he testified that there is no 
question that the  use of directory assistance will increase, 
not because there will be more subscriber s  tut be cause more 
s ubscribers will use the seriice excessively if means are 
not taken to curb the use. Farther, a charge for directory 
assistance is a fair way to reduce the use and to allow 



692 rnLEFHCNE 

those using the service excessively (5 calls per month per 
subscriber) to pay acccrdingly, especially, since excessive 
use gener:ally involves certai'n tytes cf businesses and very 
few residential subscribers. Kr. Chase recommended the 
approval of the directory assistance charge plan as 
authorized for Central TelephonE company. 

Applicant did not offer testimony relating to directory 
assistance charges. 

Based on the foregoing analysis, the commission concludes 
that charging for directory assistance inquiries is an 
appropriate method cf allccating to subscribe rs a portion of 
the cost of specific services usea. A large number of calls 
are made for infcrmaticn tha t is readily available. This 
practice places a burden on the general body of telephone 
ratepayers and is a hindrance to keeping tasic charges for 
service as low as pcssible, which is in the best interest of 
all subscribers, esp ecially those subscribers with marginal 
ability to maintain telephone service. An estimated 
reduction of approximately 60, cf the d irectory assistance 
traffic is a clear exampl e of the fact that a D.A. charge, 
among other things, will ca use telephone users to consult 
the directory for desired numbers and to record numbers once 
obtained from other sources. 'Ihe Commission is of the 
opinion that requests f or directory ass istance create an  
identifiable cost vbich should Ce borne by those for vhom it 
is incurred. 

The Commission concludes that an allolilance of five (5) 
free calls monthly will adegua tely provide for the 
reasonable needs of nearly all sutscribers for numbers n ot 
otherwise available and that a charge of 20¢ for each local 
direct ory assistance request in excess of five (5) calls 
monthly per subscriber should be approved. The Commission 
further concludes that there should be no charge for toll 
directory assistance inguiries made outside the home area 
code. With respect to the toll directory assistance 
inquiries made vithin the home area code, a matching plan 
should be implemented and subsctibers should be al1owed one 
free to11 directory assistance inguiry for each sent paid 
toll call to a number in the h ome numbering area.  The 
C ommission is of the opinion that a 60% redaction in local 
directory assistanc e calling mcy reasonably be expected. 
This would result in an annual exiense reduction of $12,958 
and increased revenues of $6,496. 

The Commission is of the opinion that those persons vho 
are blind or otherwise fhysicallj handicapped to the extent 
they are unable to use the telephone directory should be 
exempted from D.A. charges. �his D.A. p1an is considered 
experime�tal until further Order relating to this service 
and until a statewide D. A. charging plan is adopted for all 
regulated telephone co·11pnies it: North Carolina. 



RATES 693 

IT IS, THEREFORE, ORDERED AS FOILORS: 

1.. That the commission directs t he staff to monitor 
closely all complaints and to continue service 
investigations of North Carolina Telephone Company. The 
Staff should concentrate on the areas and exchanges shown to 
be deficient. If the efforts cf the Staff do not bring 
about improvement through informal means in a reasonable 
period of time, the Staff shall report results to this 
Commission vith recommendations fer further action including 
methods to confirm the level of subscriber satisfaction. 

2. That the Applicant, No rth Carolina Telephone company,
be, and hereby is, authorized tc increase its North Carolina 
local exchange telephone r ates an d charges to produce 
a dditiona l annua l gross revenues net to exceed $633,(49, 
which includes revenues of !6,496 to be derived from 
directory assistance charges (tased upon stations and 
o perations as of April 30, 1976) as hereinafter set forth in 
Appendices A, B, and c. 

3. That the rates, charges, and regulations set forth in
Appendices A, B, and C attached· heret o which will pro duce, 
based upon stations and operations as of April 30, 1976, 
additiona l gross revenues of apfrc-:ximately $633, J 49 be, and 
hereby are, approved to be charged and implemented by the 
Applicant, effective on service tc te rendered on and after 
the date of this Order except as ncted hereinafter. 

4. That the Ap plicant shall file the necessary revised
tariffs reflecting the changes in r ates, charges, and 
regulations shown in Appen dices A and B within seven days 
from the date of this order. Bevised tariffs reflectin g the 
provisi ons in ·Appendix C shall be filed at least 15 days 
prior to the effective date of said provisions. 

5. That North Carolina Telephone Company is autho rized
to begin directory assistance charges in accordance with 
Appendix c attached hereto within 62 days of this Order and 
after tbe NOTICE attached as AF{E[;dix D i s  given to its 
subscribers as a bill insert or dire ct nailing within 15 or 
more days before directory assist ance charges become 
effective. That North Carolina Telephone Company sh a ll 
within 30 d ays after directory assistance charges become 
effective mail as a bill insert the REAINDER, also a p art of 
Appendix: _D, to all subsccibers .. 

Should the ComFany be unatle 
assistance charges in accorda nee 1d th  
it shall so advise the Commission .. 

to initiate directory 
the above provisions, 

Further, that North Carolina Telephone Company shall place 
in its tele phone directories the directory information 
included in Appendix D relating to directory assistance 
charges. 
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6. That the Applicant shall file monthly reports on the
conversion of coin pay stations to the $.20 charge until 
such conversion is completed. The reports shall include as 
a minimum the total numbe� of stations in service by class 
(public, semipublic) and type (triple-slot, single-slot) and 
the number of stations by class and type converted or 
repl_aced .. The final report shall include the date on which 
all conversions were completed. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 4th day of Ma�ch, 1917. 

NORTH CAEOIINA b�ILITIES COKHISSIOH 
(SEU) Katherine H. Peele, Chief Clerk 

APPENDIX A 
NORTH CAROLINA TElEFBONE COMPANY 

DCCKET NO. P-70, SUB 120 

Mai·n Stations 
and 

_gxchange Ra!£_§.!:Qups 
Ma nthJ.Y_ Fl.il� 

2.�R ruz...yival� l:;Pt.L_ 2-Pty. �-pty. 1-Pty. 2-Pty. 4-Pty.

1 0- 6,000 9.40 8.40 7.90 22.40 20.25 19. 20 
2 6 , oo I - I 3 ,o oo 9.50 8.50 8.00 22. 85 20.65 I 9.55 
3 13,001-22,000 9. 70 B.70 8.20 23.30 21.os 19.95
4 22,001-160,000 10.so 9.50 9.00 25. 15 22.75 21.ss 
5 I 60, 000-Up 12-45 11-45 1 a.so 27.35 24.70 23. 30

Applicable Applicable 
�ill� JH�!!L!?;roup .!.!Change Rate Group 

Ansonville 2 New Salem I 
Hemby Bridge 4 Ncr11ood 3 
Indian Trail 4 Peachland-Polkton 2 
Laurel Hill 
Lilesville 

Marshville 
Matthews 
Morven 

l=�!:ll 
3.20 
3. 2,0 

2 
2 
1 

4 
2 

Pinetluff 
'iadesboro 
iaxhav 
Wingate 

ZQ!L£!!!.ti�I!.§ 

2-F�rt,I 
,.so 
1.so 

3 
2 
5 

3 

Note: For the remainder of ApFe�dix A and Appendices B. c, 
and D, see the official order in the Office of the 
Chief Cl.erk. 
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DOCKE'I NO. P-f.lf.l, sue 77 

BEPORE THE NORTH CAROLINA UTILITJES COMMISSION 

In the Matter of 
Application of The Old !cvn Tele�bcne ) ORDER GRANTING 
System, Inc., for Authority to Increase) PORTION OF 
its Ra tes and Charges in its Set�ice ) REQUESTED RATE 
Area Within North Carolina ) INCREASE 

HEARD IN: The commission Rearing B0011, Ruffin Building, 
One West Morgan Street, Raleigh, North 
Carolina, on December f 4 and 15, 197 6, at IO: 00 
A. M.

BEFORE: Commissioner J. Ward Purrington, Presiding; and 
Chairman Tenney I. Deane, Jr., and commissioner 
Ben E. Roney 

APPE�RANCES: 

For the Applicant: 

F. Kent E.urns and James H. Day, Boyce, 
ftitchell, Borns & smith, Attorneys at Lav, Post 
Office Bex 1406, Raleigh, North Carolina 27602 

For the Attorney General: 

Richard L. Griffin, Associate Attorney General, 
Department o f  Justice, Raleigh, North Carolina 
27602 
Appearing for: The Using and Consuming Public 

For the Commis�ion staff: 

Jane s. Atkins and Paul t. Lassiter, Associate 
commissi on Attorneys, North Carolina Utilities 
Commission, Post Office Box 991, Raleigh, North 
Carol ina 27602 

BY THE COPf!HSSION: Cn August 2, 1976, The Old Tovn 
Telephone system, Inc. (hereinafter old Town, company, or 
Applicant), filed an application for authority to adjust and 
increase its rates and charges bj approximately $63(,702 in 
additional annual gross revenues. Old !ovn proposed that 
the rate schedule be alloved to go into effec t on or after 
September f, J 976, witho ut SUSFension. The Applicant filed 
testimony and exhibits along with and in support of its 
application. 

By order issued Augus t 27, 1976, the commission denied Old 
Town•s request to implement the Froposed rates effective 
September f, 1976, and suspend ed the proposed increase until 
further Order of t he Ccmmissicn. In the Ord er, the 
Commission set the matter fct public bearing to begin on 
December lq, J976, in the Commission Hearing Boom, One west 
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Morgan street, Ruffin Buildit.g, Raleigh, North Carolina. 
The Commission declared the applicati on to be a general rate 
case under G.S. 62-137 and required that old Town, at its 
own expense, publish in newspaFE�s in the area served by the 
Applicant the Notice of Hearing attached to the commission•s 
Order and, in addition, mail by bill insert the same Notice 
of Hearing to all i ts customers. The Notice set forth the 
proposed increase, reflected the beginning date of public 
hearing, and informed members of the public of the manner by 
which comments or testimony could be received at the p ublic 
hearing. The Order also set forth certain additional 
informational requirements by the Commission. 

On October 22, 1976, the Attcrney Gene ral 
Intervention and the same was recognized by 
by Order dated October 26, 1976. 

filed Notice of 
the commission 

The public hear ing in this natter began on December 14 r 

I 976. 

The Applicant presented the testimony of the following 
witnesses: Frank E. Via, President and G eneral Manager of 
Old Town, with regard to grc11th, se rvices, procurement and 
constcuction prog rams; Franklin D. Rowan, Regional 
Controller vith Hid-Continent telephone Service Corporation, 
as to accounting, capital structure and rate design; R. D. 
Bonnar , Vice President-Controller of Hid-Continent Telephone 
Corporation, as to the service agxeement between Old Town 
and Buckeye Telephone and supply Company; John D. Bussell, 
Executive vice President of Associated Utility Services, 
regarding replacement costs and fair value; and John J. 
Jaqu ette, Ch airman of the Board of Associated Utility 
Services, Inc., as to rate of return. 

The Commission Staff offered the testimony of the 
following witnesses: James s. Ccmpton , Telephone Engineer, 
regarding quali ty of service; Gene A. Clemmons, Chief, 
Telephone service, as to prices paid for purchases made by 
Old Tovn from its affiliated supplier, Bu ckeye Telephone and 
supply Company; Vern w. ChaEe, chief, Telephone Rate 
Section, regarding directory assistance; William J. Willis, 
Jr., Telephone Engineer, as to ce�iew of the proposed rate 
design and staff reccmmendationsi Rugh L. Gerringer, Toll 
Settlement Engineer, regarding separations and toll 
settlements; Curtis Toms, Jr., Staff Accountant, as to 
o riginal cost, revenues and expenses; Eugene H. Curt is, Jr.,
O perations Engineer, as to review of Company's proposed
replacement cost and fair value; and Edwin A. Rosenberg,
Operations Analyst, as to ra te of ret u rn and cost of
capital.

oral Argument was presented in 
conclusion of  the two-day hear1ng. 
waived by the Staff. 

lieu of briefs at the 
Oral arguments vas 

Based upon the entire evidence of record, the commission 
aakes the following 
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FINDINGS Of FACT 

1. That Old Town is a duly franchised public utility 
providin g telephone s ervice to its subscribers and is a duly 
created and existing corporaticD authori2ed to do business 
i n  North Carolina a nd is lawfully before the Commission in 
this proceeding fer a determination as to the justness and 
reasonableness of its rates and charges as r egulated by the 
Utilities Commission under Chapter 62 of the Gene ral 
·Statutes of North Carolina .

2. That the total increase in rates and charges sought
by Old Town would produce $631,702, in additional annual 
gross :cevenue s. 

3. Old Town's 
the Commission en 
52 as modified 
(00, Sub 34. 

present rates were estatlis hed by Order of 
Deceml:er 3, 1968, in Docket No. P-44, sub 
by th e commission's Order in Docket No. P-

4. The test period used iD this proceeding for the
purpose of establishing rates as required by the Co mmission 
is the 12-month period ended March 31, 1976. 

5. That the overall quality of service provided by Old 
Town to  its c ustomers is adequate. 

6. That the
supplier, Buckeye 
justification for 

pric es paid b:y Old 'Iovn to its affiliated 
Telephone and supply company, are not 
an adjustment ill this rate case . 

7. That Old Tcvn 1 s invest�ent in Rural Telephone Bank
Class B stock less patronage dividends should be included in 
the original cost net investment in the amount of $(97,0(4. 

8. That the original ccst of Old
telephone plant in service used and useful 
of telephone service is $11,E20,651. 
depreciation associated with the telephone 
is $3,274,586. Old Town's original cost 
telephone plant in servic e is $8,546,065. 

Town's intrastate 
in the provision 

The accumulated 
plant in service 
of intrastate net 

9. That the 
depreciation of Old 
providing intra state 
$ii ,029,210-

reasonable re placement 
Town's plcnt used and 

telephone service in North 

cost less 
usefu l in 
Carolina is 

10. That the fair value of Old Town 1s plant used and 
useful in providing intrastate telephone service in North 
Cai:olina should be derived by giving 4/5 weighting to the 
reasonable original cost l ess depreciation of Old Tovn•s 
plant 1.n service and 1/5 weighting to the depreciated 
replacement ccst of Ol.d To1rn•s utility plant.. By this 
method, using the depreciated original cost _of $8,546,065 
and the depreciated replaceme nt cost of $( 1,029,210, the 
commission finds that the fair ialue of Old Town's utility 
plant devoted to intrastate telephone service• in North 
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Carolina is $9,042,694.. '!his fair value includes a 
reasonable fair value increment of $496,629·. 

11. That the reasonable allowance for working capital is 
$66,688. 

12. That the fair value cf Old 'Icwn•s Flant in service to 
its customers within the State cf North Carolina at the end 
of the te st year of $9,042,694 Flus the reasonable allowance 
fo r working capital at $66,688 Flus Rural Telephone Bank 
Class B stock of $]97,014 yields a reasonable fair value of 
Old Town's property in service to North Carolina customers 
of $9 ,. 306,396. 

) 3. That the approximate gross revenues net of 
uncollectibles for Old Town fer the test period are 
$( ,946 ,266 and under Company proposed rates would be 
$2 ,. 571 ,65!. 

14. That the level cf Old 'Iovn's operating revenue 
deductions after accounting and pro forma adjustments 
including taxes and intei;est on customer deposits is 
$1,638,174, which includes the a�cuTit of $611,910 for actual 
investment currently consumed througn reasonable act ual 
depreciation. 

15. That 
intrastate 
r ates and 
finds that 

the rate of retcrr. on the fair value of the 
investment of the Ccttpany (rate base) upon which 
charges should be based is 5.70�. The Commission 
this' rate is•just and reasonable. 

j6. That Old Town should bi: allowe d to increase its rates 
and chartjes in crder to prodcce $488,864 in ad ditional 
annual gross revenues in order for the Company to have an 
opportunity, through efficient management, to earn t he rate 
of return on the fair value of its property which the 
Commission has found to be reasonatle and fair. 

17- That the schedule of rates, charges, and regulations 
included in Appendices A, B, and C of this Order are found 
to be just and reasonable. 

1a. That charging for directory assistance is an 
appropriate means of relieving these subscribers who do not 
use directory assistance excessively of the cost of said 
service and requiring these vbo use the service excessively 
to pay in accordance vith the sErvice used. 

EVIDENCE AND CCNCLUSIONS rcR FIN[INGS OF PACT 
NOS. I, 2, 3, and 4· 

The evidence £or these findings is contained 
verified applicaticn, the Order setting hearing, 
testimony of Company vitn ess Vi a and G. S. 62- I 33. 

findings a re essentia 11 y infer mati cnal, procedural 
jurisdictional in nature and �ere not contested. 

in the 
the 

These 
and 
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EVIDENCE AND CONCLUSIONS FOR FINDI�G OP PACT NO. 5 

The evidence as to the quality of telephone service 
provided by The Old Town Telephone System, Inc., which 
appears in this record consists of the testimony of staff 
witness Compton an d the cross-examination of Company witness 
Via. 

Mr. Compton testified concerning the commission staff's 
investigation and evaluation of the guality of telephone 
service pr ovided by Old Tc�n. He testified that the Staff's 
evaluation vas base d on r esults of field t ests conducted in 
the exchang es of The Old 1cv1: 1ele phone system, Inc. The 
witness testified that th e Staff's evaluation consisted of 
call complet ion tests, transmission and noise measurements, 
pay station tests, operator ansie� time tests, and analysis 
of customer trouble reports, service orders, and subscriber 
h eld ot"ders. Based on the Staff 1 s i nvestigation, th e 
witness concluded that the company, ov et"all, was meeting the 
set"vice objectives established hJ the commission. However, 
Hr. Compton also testified that his evaluation revealed 
certain specific service areas which failed to meet 
Commission objectives includirg excessive trunk noise in 
Rural Hall EAS, excessive intraoffice and interoffice 
failure rate at Old Town and excessive transmission loss on 
the Stanleyville EAS trunks to the Old Town exchange. Also, 
witness Compton stated that slew business office answet"s 
wer-e more than t wice the objective for that category. 

on cross-examination , Hr. Via stated that the Old Town 
switching problem mentioned in witness Compton's prefiled 
testimony has been identified a nd will be solved when the 
Colllpany receives a plug-in card from its equipment supplier. 
This card is for the register-se nder in th e Old Town 
exchange. 

Witness Via stated th at Old 'Icvn had performed maintenance 
on the noise problem. The problem has been reduced but is 
not completely alleviated. Mc. Via stated that the noise 
will be reduced to within limits in the near future, but 
since the problem is associated \ith the local power company 
more coot"dination and further testing will be required. Hr. 
Via also stated that the ultimate solution is to replace the 
lead cable. 

While the evidence in dicates certain deficiencies exist, 
the commission, based on the entire record, concludes the 
overall quality of service prcvided by Old Town is adequate. 
Old Town should continue its corrective action so that the 
problems heretofore mention�d will Ce resolved. The 
Commission Staff should make tcllov-up investigations to 
verify that the Company is taking the necessary action to 
cort"ect the problems. 
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EVIDENCE AND CONCLUSIONS FOE FINDING OF FACT NO. 6 

The evidence in this case relating to the reasonableness 
of purchases by Old Town from its. affiliated supplier, 
Buckeye Te1ephone and Supply Ccmpany, consists of the 
testimony of Company vi tness Via and Staff witness Clemmons. 
Company witness Via stated en cross-examination that 
purchases from Buckeye include cable, wire, telephone ,. 

hardware and the normal routine purchases used in operating 
the Company. The witness further stated that Old Town 
normally purchases from Buckeye if the item is available 
when needed. If supplies are not available from Buckeye 
when needed, Old Town purchases its supplies from other 
supplie rs. 

Staff witness Clemmons concluded from his study of prices 
p aid by Old Tovn to Buckeye that there vas not clear 
justification for an adjustment in this rate case. However, 
he pointed out that some items FUrchased from Buckeye wer e 
at higher prices than were paid by some other independent 
telephone companies. Witness Clemmons pointed out that vith 
the exception of central office switching equipment, Old 
Town purchases essentially all of its plant from Buckeye. 

Based on the evidence of record, the commission concludes 
t hat there is not justifica tion fer an adjustment in this 
case because of unreasonable prices paid by Old Tovn on 
purchases frcm its affilia ted SUFplier, Buckeye Telephone 
supply Company. Hovever, the ccnuission emphasizes t hat the 
prices paid by regulated operating telephone companies on 
purchases from affiliated suppliers are an area of concern. 
The Commission vill continue to reviev the reasonableness of 
pri ces paid by Old Town for its purchases from Buckeye. 
Appropriate adjustments will be aade in future cases if 
unreasonable prices are found. 

EVIDENCE AND CONCLUSIONS ECE FINDING OF FACT NO. 7 

St aff witness Toms proposed that Old Tovn•s investment in 
Rural Telephone Bank '(R'IB) class B stock in the amount of 
$197,014 be included in the calculation of the original cost 
net investment.. company witness Rowan did not include this 
item in his determination of the original cost net 
investment. Staff witness Toms testified tha t all companies 
borrowing from the RTB are required to purchase RTB Class B 
stock in an amount egua l to 5'.C cf the ot"iginal amount o f  the 
loan. For example, if a teleFhcr:e company wishe s to borrow 
$1,000,000 f rom the RTB, it must purchase $50,000 of RTB 
Class B stock and sign a note for $1,050,000. _ From this 
example it is clear that the funds used to purchase the RTB 
stock are included in the loan from the BTB. The long-term 
debt a s  shown on the company's books, which includes all 
loans ft"om RTB, was used in the calculation of both the 
capital structure and the embedded cost of debt. If the RTB 
class B stock acquired as a condition of the loan is not 
considered in· determining the cost of service, the company 
will not be allowed an cpfcrtunity to recover this component 







































































































Based on the prefiled 
and things testified to 
record in the cause, 
following 
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testimony and exhibits, the matters 
at the hearing , a nd the entire 
the Hearing Examiner now makes the 

FINDINGS OF FACT 

1-e That Heater Utilities, Inc .. , is a South Carolina 
corporat ion domesticate d in North Carolina and it holds a 
franchise t o  furnish water utility service in 23 service 
areas in North Carolina .. 

2. That the tctal increa.ses in rates and charges under
Heater Utilities' afplicaticn would have produced 
approximately $92,997 in additional annual gross revenues 
over actual test-period revenues. 

3. That the Apflicant•s Fresent rates vere set by Order
issued December 12, (974, in COcket No. Y-274, Sub 14. 

4. That the quality of service provided by Heater 
Utilities is basically adequate. Certain deficiencies 
exist, howeve r, in Hidd en Valley, Cam elot, Ossippee, 
Roundtree , and Medfield Esta tes. 

5. That the original cost cf Heater Otilities• utility 
plant in service used and usefu l in the provision of service 
in North Carolina is $196,766. ihe accumulated depreciation 
a ssociated wi th this ut i1ity plant in service is $29,633. 
Heater Utilities' original ccst of net utility plant in 
service is $167, t33. 

6. That the avera ge wat er consumpti on per month per 
customer is approximately 6,650 g�llons .. 

7. That 5% of Heater Utilities'• billin gs to its metered
customers will be for the minimum charge due to inoperative 
mete rs at existing customer connections and nonfunctioning 
or unread meters at new connections where homes are still 
undec constructi on. 

8. That the approximat e CFerating cevenues for Heater
Utilities for the test Feriod are $142,984 under present 
rates a nd under Company proposed rates would be $2)9,380. 

q,. That the level of Hea ter Utilities• operating revenue 
deductions after accounting adj�stments including taxes and 
inte rest on  customer deposits is $125,046 ($135,150 after 
application of annua1ization factor) which i.ncludes the 
amount of $10,647 for-a ctual investment currently consumed 
through reasonable actual. depreciation. 

10. That the re ascnable allc�ance for worki ng capital is
s, ,455. 
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I 1- That the ratio cf operating expenses to operating 
revenue s will be the basis for fixing the rates of Heater 
Utilities in this proceeding. 

12. That, based on the Hearing Examiner's foregoing 
findings, Heater Utilities should te allowed to increase its 
r ates so as to pro duce ·$25,940 in additiona.l annua l gross 
revenues in order foe the company to have an opportunity, 
through efficient management, to achieve the operating ratio 
of 91.esi vhich t he Hearing Examiner has found to be 
reasonable and fair. 

CONCLUSIONS 

The Hearing Exa�iner will nc� analyze and discuss the 
relevan t  evidence advanced by all parties concerning the 
Findings of Fact and thereafter make her conclusions based 
on this evidence and set forth the reasons and basis 
therefor. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 1-3 

These findings 
Commission and the 
Inc . 

are based on the official r ecords of the 
ve rified application of He ater Utilities, 

EVIDENCE AND CONCLUSIONS FOR FINDING OP FACT NO. 4 

Of the 23 North Carolina subdivisions being provided water 
uti lity service by Heater Utilities, Inc., complaints on 
gu.�li ty of service wer e received on only five subdivis ions. 

The Rev. George B. s. Hale and Erank Whitten appeared at 
the hearing as FUblic witnesses and offered testimony 
concerning the quality of service in Hidden Valley 
subdivision. Both witnesses gave accounts of muddy water 
being the major E=roblem 11itb the sy stem. Mr. Heat er 
testified that the muddy water was being caused· by the 
sloughing of iron defosits f�cn the interior of the water 
system's pipes. This sloughing action is accelerated by 
changes in flow patterns vithiD the system. �r. Heater did 
not elaborate as to whether a viable solution to this 
problem exi sts. 

Clinton L. Bccwn a�peared as a public witness and offered 
into evidence a petiti on frcm residents ·of Camelot 
Subdivision. He also stated that the water leaves a green 
color residue on bathroom fixtures. Hr. Heater again 
te stified that he was aware of these problems but lack. of 
funds had prevented improvements to correct these 
deficiencies. 

Prank Whitten, President of Medfield-Kingsbrook Homeowner� 
Association, offered te stimony concerning complaints he had 
r eceived from residents o f  Medfield Estates. Although Mr. 
Whitten personal ly had no problems with the quality of 
service, he did relate several complaints of low pressure. 
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Bruce Foster presented a fetitiqn from residents of 
Ossippee Subdivision an d offered t estimony on the complaints 
raised in the petition. The prob lems in quality of service 
in Ossippee involve mainlj water quality, low pressure, and 
broken water lines. 

The Hearing ExamiDer concludes that qua1ity of service 
provided by Heater Utilities, for the most part, is 
adequate. Ther e exist, however, deficiencies which require 
further examination, and Heater Utilities s houl d provide t he 
Commission wit h a more detailed explanation of the 
aforementioned problems and a feasibility study proposing 
corrective measu res and their associated costs. Another 
point discussed by several witness es concerned the cutting 
off of va ter for th e purpose of making repairs or 
improvements without notifying the affected customers in 
advance. The Hearing Examiner r ealizes t·hat in all 
instances it may not be possible tc inform customers prior 
to temporary interruptions in serv,ice but that when the 
utility has an opportunity to inform customers of service 
interruption, it should do so. 

EVIDENCE AND CCNCLUSIONS :EOB FINDING OF FACT NO. 5 

The �pplicant and the Staff pr esented different amounts 
for utility Flant in service and its associated accumulated 
depreciation as follows: 

Ite!!!, 
Original cost of utility plant 

in service 
Le ss: Accumulated defreciaticn 
Net original cost of utility 

plant in service 

$207,410 
_ __lL568 

$175,842 
======== 

$196,766 
__ 20, 007 

$168,759 
======== 

With respect to the original cost of North Carolina 
utility plant in service, the Company and the Staff disagree 
in the amount of $I0,6qq_ Staff witness Dudley t estified 
that the difference was due to his alloca tion of certain 
general plant. assets located physicall.y in Nor-th Carolina 
whose use benefits both North and south Carolina customers 
of Heater Utili ties. The three classes of assets rendering 
service to both states• oi:erations are leasehold 
improvement s, office furniture and equipment, and certain 
transportation equipment. Si�ce customer billings and 
records, admin.j.strative supervision, and other tasks 
relating to operations in south Carolina are performed in  
th?. company's general offices in Cary, North Carolina, the 
allocation to South Carclina of a portion of these costs 
which were classified entirely as North Carolina plant by 
the Applicant is proper. on cross-examination, Company 
witness Heater agreed tbat the utilization of these assets 
benefited both N orth and South Carolina ratepayers. Having 
established the propriety of allocation of a portion of the 
cost of these assets to South carclina, the Hearing Examiner 
will now discuss the bas is of this allocation. staff 
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witness Dudley t estified that he allocated to North Carolina 
operations the cost of these jointly used plant assets on 
the basis of customer ratios. He tes tified further that the 
customer ratio basis was reascnable bec ause all Company 
custo mers benefit from the use cf those assets and the most 
appropriate measure of that benefit was reflected in the 
customer ratio. He further pcinted out that the Applicant 
uses the customer ratio to allocate jointly incurred 
exp ens es to the various opera ting groups: North Carolina 
water, South Carolina water, and South Carolina sewer. 
During cross-examination, Staff witness Dudley also pointed 
out that the salaries of the employees who utilize the 
leasehold improvements, general office equipment, and 
transpor tation equipment are allocated to the operating 
groups based on cus tomer ratios. Company witness Heater and 
Heater Utilitie s• Accounting witness Johnson hath test ified 
that the allocation based on custcmer ratios resulted in a 
larger amount of general plant allocated to South Carolina 
than what they believed was pro�er. Each company witness 
stat ed that he had conducted an informal inquiry of Heater 
Utilities' employees as to the manner in which they devoted 
their time during each workday. Mr. Heater stated that his 
North Carolina employees devoted 70% of their work hours to 
North Carolina operations and Co mpany witness Johnson stated 
that Heater Utilities' general cffice employees devoted 60% 
of their work hours to North Carolina operations. Neither 
witness introduced into the record any summary or tabulat ion 
of the results of his inquiry, the time period covered, or 
the employees who were included. Upon co nsideration of the 
evidence presented, the Hearing Examiner concludes that the 
alloca tion of the cost of g�neral pla nt as sets to South 
Carolina operations made by Staff witness Dudley is 
appropriate. The Hearing Examiner believes that it would be 
inconsistent to allocate the cost of assets utilized by 
general office employees on a basis different from the 
allocation of their salaries which were tased on customer 
ratios. Furthermo re, sufficient evid ence was not presented 
by the Applicant that the cost of these assets should be 
allocated on any other basis. �he original cost of utility 
plant in service for use in this proceeding is $196,766. 

The Company and Staff witnesses disagree on the amount of 
accu mula ted depreciation to be deducted in determining the 
North Carolina net utility plant in service. The Applicant 
presented $31,568 as the proper accumulated depreciation 
while the Staff presented $28,0C7. Neither of these amounts 
is correct; therefore, the Hearing Examiner will determine 
the proper bal ance of accumulated depreciation. Staff 
witness  Dudley's adjustment to accumulated depreci ation was 
c omposed of three elements. The first adjustmen.t of $2,663 
was made to bring the accumulated depreciaticn balance per 
the application into agreement with t he balance per b ooks. 
The second a djustment, ($(,765), i-as made following Staff 
witness Dudley's allocation cf general plant to South 
Carolina. The He aring Examiner concludes that both of these 
ad;ustments are proper. The third Staff adjustment o f
$4,459 removed from accumulated depreciation the excess of 
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the Applicant's recorded test-period depreciation over the 
calculated end-of-period amount as· presented on Dudley 
Exhibit I, Schedule J-2. In calculating the end-of-period 
deprecia tion exp ense, Staff witness Dudl.ey used the 
depreciation rates as presented in Heater Utilities• 
application with the exception of the JOS rate on electric 
pumping equipment as recommended by the staff Engineering 
Division� The Hearing Examiner has elsewhere evaluated the 
depreciation  rates and reached her conclusions regarding the 
proper rates for use in this prcceeding and does not deem it 
necessary to repeat those findings here; however, the 
Hearing Examiner determined that the 20% depreciation rate 
on electric pumping equ ipment is- appropri ate. Since Staff 
witness Dudley's adjustment utilized the 10% rate, his 
depreci ation expens e and accumulated depreciation 
adjustments are in error. The Hearing Examiner has computed 
end-of-period depreciation exfense of $10,647 or $2,833 less 
than the Applicant's r ecorded test-period depreci ation 
expense. Staff witness Dudley's adjustment was $4,459; 
t·herefor e, the cort"ect amount of the end-of-period 
adjustme nt is ($2,833). The proper net a djustment to 
accumulated depreciation is ($1,935), ($2,663 $J, 765 
$2,833). The Hearing Exa miner conclud es that the prop er 
deduction for accumulated depreciation is $29,633. The 
Hearing Examin er further concludes the original cost of 
He ater Utilities' net utility pla nt in serv ice for us e in 
this proceeding is $167,133. 

EVIDENCE AND CONCLUSIONS POB FINDING OP FACT NO. 6 

Mt". Heatet" and Hr. Aiken testified as to the average water 
consumption per month per custome.r. 

Mr. Heater testi·fie d tha t the Applicant's consumpti on 
figures repre sented the total yearly consumption of all 
met ere d customers divided by the r,umber of metered bi.I.lings. 
The figure arrived at i n  this manner was 5,811 gallons of 
water consumed per month per metered Customer. 

Mr. Aiken t estified that in his ana lysis he to ok a- random 
sample of the metered billings, excluding customers with 
excessive 11 zero 11 consumi:tion readings. This s amp le ga ve a 
c onsumption- figu re cf 6,656 gallcns per month per billing .. 
A second sample was then taken to check the accuracy of the 
fii:st sample. For this second sample, the total yea rly 
consumption of the metered custcuers for five subdivisi ons, 
again excluding custome rs with excess ive 11zero11 consumption 
readi ngs, Was divided by the number of tilli ngs for thos e 
five subdivisions. This second analysis yielded an average 
monthly consumpti on figure o f  6,646 gallons. Mr. Aiken also 
illustrated that if his analysis r.ad included the cust omers 
with excessive 11 zero" consumi:ticn readings, the average 
monthly consumption figure would te approximately the same 
as found by the AFplicant. Hr. Aiken explain ed that thes e 
exces sive 11 ze ro 11 consumption readings were caused for the 
most pat"t by inoperative meters. 
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the evidence of record, the Applicant failed to 
exce ssive numbers of inoperative meters which 

average monthly ccnsumption figures to be �over 
Therefore, a fair average consumption figure 

year is 6,650 gallons per month per customer. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF PACT NO. 7 

nr. Aiken testified that in his survey of the utilities• 
billing records, approximately 12, cf the metered customers 
paid minimum charge s because either n o  water was used b y  the 
customer or the meter vas not registering consumption. �r. 
Aiken, in pref.iled testimony, assumed that 12% was totally 
unreasonable for inoperable meters and his revenue figures 
failed to acc ount for these minimum charges. 

Mr. Heater testified that in his survey of the utility 
billi ng reco:cds r approximately 81 of the metered c�stomers 
paid minimum charges due to_ inoperable meters and that this 
8% figure vas a reasonable allovance. Hr. Heater further 
testified that a number of Heater □tilities• water meters 
are old and that it isr therefore, not unreasonable to 
assume that certain of these neteis vill break dovn fro m 
time to time. He further stated that it is often the 
practice of Heater Utilities to furnish water service to 
builders for the minimum charge at the construction site of 
new homes regardl ess of whether a metei: is installed. He 
sta ted that his experience has shovn watei: usage at such 
sites to be insufficient to justify meter reading. Mr. 
Heater testified that these ccnstruction connections may 
have accounted for part of the variation betw een the Staff's 
calculations for inoperable meters and Hr. Heater's 
calculations. 

The Hearing Examiner is of tbe opinion that the 8% figu7e 
for in,operable me ters as testified to by Mr. Heater .1.s 
unrepresentatively high and 111as b Iought about by unusual and 
nonrecurring prob1ems experienced by Heater Utilities in 
obtaining 5/8-inch IeFlacement me te rs. On the other hand, 
the Staff1s calculaticn which disallowed an allowance for 
any inoperative meters is un representatively low. Firstr it 
is in the nature of mechanical devicesr including water 
meters, to br eak down occasionally even under the most ideal 
circ umstances.. Secondly, Heater's practice of not reading 
meters at construction sites apFears to be reasonable. 
Based on a weighing of the above recited evidence r the 
Hearing Examiner concludes that of He ater Utilities' metered 
customersr it is reasonable tc assume that 5% of •these 
billings will be minimum charges due to toth inoperable 
meters and unusual water consumption asso ciated with homes 
under construction. It is• assumed that, during construction 
of ne w homes, builders usually desire to have water 
avai lable at the hcmesite even though llll.nima1 water usage 
may be registered until the house is sold. The Examiner 
also points out that the 5% figure is reasonable only as 
long as the subdivision� served by the utility are expanding 
with the c onstruction of new homes. 
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EVIDENCE AND CONCLUSIONS FOB FINDING OF FACT NO. 8 

The Applicant presented $1 2 I, '325 cf actual test-period 
revenues. Tn determining this amount, the App.licant 
deducted $2,979 of "Debits and Credits to Surplus." Staff 
witnes s Dudley testified that the balance in this account 
arose from adjustments and corrections relating to prior 
accounting periods. He further testified .that these 
a djustments were nonrecurring and, therefore, that the debit 
balance in this account should be removed to prevent 
mi ss ta ting test-period operating revenues. on cross
ex�mination, staff witness Dudley pointed out that the time 
period during which the write-off occurred was irreleva nt 
and that the factor which determined his decision to remove 
the balance from test-pe riod results was the extraordinary 
and nonrecurring nature of the e ntries. The Hearing 
Examiner, upon consideration of the evidence presented, 
concludes that the even ts comprising the $2,979 balance were 
nontypical, nonrecurring, er, at least, infrequent.ly 
recurring, which would distort th e test year's reported 
income if reported other than as extraordinary items. The 
Hearing Examiner concludes that Staff witness Dudley's 
adjustment to remove the $2,979 of "Debits and Credits to 
Surplus" from test-i:ericd opera ting results is proper and 
that the actual test-period operating results are proper and 
that the actual test-i;:eriod oi:erating revenues for Heater 
Utilities are $124,304. 

Both the Applicant and the Staff presented different 
amounts for end-of-period water revenues under present rates 
and under Company proposed rates as follows: 

Staff 
Applicant 
Difference 

Present 
Bates 

$147,860 
_ill,. 741 
$ a, I i3 
-======== 

Company 
Proposed 
Rates 

$227,052 
__ilhl23 
$ 12,729 

The end-of-period water revenues were determined by 
Engineering Staff witness Aiken and used by Accounting Staff 
witne ss Dudley i n  his testimony and exhibit. The major 
dif.ference between the Company and the Staff is the amount 
of average water consumfticn per customer per month. The 
Company presented the amount of 5,81 I gal.lens while the 
Enqineering staff presented the amount of 6,650 gallons. 
Engineering Staff witness Aiken testified that the Company 
had computed its average con sumption amount by including all 
metered customers, including those with broken or 
inoperative meters in its computation and thereby 
und erstated average water coIJsumi;:tion. Witness Aiken 
further testified that be determined average water 
consumption based on a JO% sample of customer billing 
recoLd s from all Heater Utilities• metered water systems. 
Average consumption computed in this manner was 6,656 
gallons. In addition, witness Aiken analyzed a 100% sam.ple 
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ot the customer bi lling records from the following five of 
Heater Utilities• Water systems: Medfield, Hartinsdale, 
Robinsvood, Wildcat Creek and Roundtree. This analysis 
revealed an average consumption of' 6,646 gallons for 
customers whose meters were operable .. Staff witness Aiken, 
based on the previously produced results, concluded that the 
average water consumption was 6,650 gallons.. End-of-period 
revenues as computed by the staff Engineering Division 
amounted to $147,860. 

The record reveals th at the staff did not reflect in its 
computations the fact that watex: customers in the Ravenwood 
Apartments were unmetered. To the extent that the Staff 
considered these customers to be metered customers, the end
of-period revenues as calculated by the Staff are in error. 
In addition, the Hearing Examiner has found in Finding of 
Fact No. 7 that it is teascnable to assume that 5% of the 
metered customer billings will t:e minimum charges due to 
inoperative meters and/er construction of new homes. Based 
on the above evidence, the He aring Examin er concludes that 
the proper level of end-of-period vater revenues for use i'n 
this proceeding is $!-42,984. 

computation of the end of year revenue is as foll ows: 

I. a. Present rate, average monthly bill - $9.42
(assuming 6,650 gallonf i:er month avErage 
consumption) 

b. Flat rate - $5.00 

2. Allowance for flat rate customers

a. Ravenwood Ai:artments - 3�8 test year billings

b. 0ssippee - I ,137 test 1ear billings

c. Nev home ccnstruction and inoperative meters -
737 test year billings (approximately 5% of
metered customers)

.3. Calculation of Revenues 

a. Total test year billings - 16,212

b. Total flat rate allowance - 2,202 test year
billings

c. Total metered rate allowance - 14,010 test
year billings

d. Present rate test year revenues:

$5.00 x 2,202. billing:: 
$9.42 X 14,0(0 billings 

$ I I ,o Io 
H1�I!£ 
$( 42,984 
end of year revenu es 
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EVltENCE AND CONCL□SIONS FCR FINDING OF FACT NO. 9 

The Company and the Staff �resented te stimony shoving the 
level of operating revenue deductions they believed should 
be used by the CoBmission fer the purpose of fixing Heater 
Utilities' rates in th.is proceeding. 

The following tabular su•mary �hews the amounts claimed by 
the Company and the Staff: 

operating expenses 
Plant opera tions ana mainte nance 
General expense 
Income taxes - State and Federal 
Total operating revenue 

deductions 

$31,623 
52,821 
QS,471 

6§ 

$129,983 
======== 

ilAf! 

$ 24,019 
52,821 
46,208 

$i23,0Q8 
=====-=== 

Neither amount as comp uted ty t he company or the Staff is 
appr�priate for use in setting rates in th is proceeding; 
therefore, the Commission will discuss the differences 
between the Company and Staff amcunts and recompute the 
proper level of operating revenue deduct io ns. 

The Company and the staff disagree first on the amount of 
operating expenses. their difference is due to tvo 
adjustments made by Staff witness Dudley. The first 
adjus tment made by Staff 1dtness Dudley removed from 
depreciation expense the excess of Company recorded test
period depreciation over the End-of-period amount as 
calculated on Dudle y Exhibit I, Schedule 3-2. Staff witness 
Dudley testified that he computed end-of-period depreciation 
expense on the adjusted balance ·of North Carolina utility 
plant in service of $196,766 and ,that he had used the 
depreciation rates includ ed i n  Heater Utilities' application 
�ith the exception cf a 10% rate on electric pumping 
equipment as contrasted to the 20% proposed by the 
Applicant. Staf f witness Dudley testified that he used the 
10% rate based on the reccmnendati on of Engineering Staff 
witne ss Aiken. On cros s-examination, St aff witness Aiken 
testified that he relied on a publication entitled 
"Depreciation Practices for �[!'all Utilitie s Water" 
published by the National Association of Regulatory ottlity 
Commissioners (NARUC) which listEd the suggested average 
service life for pumping equiE:ent at 20 to 30 years. The 
Staff's position vas then to assume that these suggested 
service lives t:epresented large turbine pumps z:ather than 
the small submersible pumps as used 1:y Heater Utili ties. 
Hr. Aiken then testified that to compensate a Io-year 
service life would be appropriate. In response, Mr. Heater 
testified that based on his experience a mo·re reasonable 
estimated life of submersible pumi;s is five years or at a 
20% annual depreciation rate. In addition, the Company 
presented the testimony of w. J. Tioberlake, owner of Hasty 
Pump Company and of Timberlake Ut ilities, who testified that 
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in his experience the estimated useful life of a small pump 
is five years. The Hearing Examiner recognizes the source 
of the Staff's estimated useful life recommendation but 
places greater weight on Beater Utilities• actual experience 
with this type of equipment. The Commission concludes that 
a 20% depreciaticn rate should be applied to electric 
pumping equipment. The proper end-of-period depreciation 
expense is therefore $(0,641 as c on trasted to the $9,021 
amount determined by Staff witness Dudlej. 

Staff witness Dudley testified that be removed $1,616 of 
miscellaneous income deductions from test-period operating 
expenses which consisted cf c aunt ry club expenses, 
contributions; and certain life insurance premiums on the 
president of Heater Otilities. Be also testified that he 
removed the country club dues on the basis that they were 
not necessary expenditures fer the operation of Heater 
Utilities and rem·oved contritutions on the basis that 
ratepayers sh ould net be required to pay in rates covering a 
cost of service which, in effect, includes involuntary 
donations made by them. The Hearing Examiner concludes that 
the removal of country club expenses and contributions is 
proper. According to Staff 'liitness Dudley, life insurance 
premiums expense was removed on the basis that the company 
woul d receive the benefit of the insurance proceeds, but the 
proceeds would not be con sidered as revenue for rate-making 
purposes. Be further testified that the policy represented 
by the premiums expense charged t hrough this account had 
been disco ntinued and, further, tha t the Uniform System of 
Accoun ts states that life insurance expense applicable to 
company officers is considered a miscellaneous income 
deduction which should not be included in allowable 
operating expenses for rate-making purposes. On cross-
examination, whe n asked abcut the maintaining of life 
insurance as a require�ent cf. the Car olina Bank loan 
agreement, Staff witness Dudley testified that the Carolina 
Bank's 11promissory note secured by mortgage and collatera111 
did not mention the life insurance provision. The Hearing 
Examiner is aware of a seEatate Carolina Bank "loan 
agreement," which menticns in i:aragraph 9 the 11maintenance 
of certain life insurance" which appears t o  provide support 
for the Applicant•s contention that t he acquisition of life 
insurance coverage after the test period was required by the 
loan agreement. on cross-exaD"ination, however, Company 
witness Heater stated that he would probat:ly continue to 
maintain this coverage after the loan had bee n paid off. In 
addition, the Company provided nc specific data vith respect 
t o  the cost of th e life insurance policy or that the 
proceeds of the FOlicy had been assigned to the Carolina 
Bank. Therefore, the reco rd is not clear regarding the 
necessity of this policy or its associated premiums expense. 
The Hearing Examiner in making her decision must look beyond 
the strict interpretation of the Uniform System of Accounts 
r egarding life insurance Etemiums expense. Upon 
consideration of the evidence, the Hearing Examine r 
concludes that the life insuranc� premiums expense incurred 
during the test F0riod shculd be allowed as a proper 
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operating e:rpense a t  271 (Nor th Carolina customer ratio) of 
the total company amount or $718. The Hearing Examiner also 
finds that 27% of the Allerican iater Works Association dues, 
o r  $27, should be included in test-period operating expenses
in accordance with Staff witness tudley•s adjustment. The
Commission concludes that the prcper level of miscellaneous
income deductions for use in this proceeding is $745.

The Staff made a downward adjustment to taxes o ther than 
income in the amount of $I, 142. Staff witness Dudley 
testified that he calculated directly the payroll, property, 
qross receipts and sales ta�es. He testified that the 
payroll tax informaticn was chtained from the ]976 W-3 
payroll reports and that 27i cf the payroll taxes of 
employees providing services benefiting ratepayers of both 
states should be alloca ted to Ncrth Carolina operations. 
Thare was no cross-examination relating to these payroll 
taxes, gros s receipts t ax and sale s tax exi:ense. On cro ss
e xamination, Staff witness Dudley testified that in 
computing the test-period p roperty tax expense he totaled 
the North Car olina tax bills and excluded from that total 
late payment penalties and interest. He testified that the 
p enalties and intere st were not allowatle expenses and that 
t.he ratepayers should net be penalized by including in the 
cost of service an expense that should h ave not been 
incurred esp ecially since the Company's cash balances 
appeared adequate to have paid these taxes in a timely 
manner. The Hearing Examiner ccncurs that the late payment 
penalties and interest should not te included in test-period 
property tax expense and wo uld fu�ther point out that rates 
ar� be ing set for the futuce and set high enough to include 
the property tax expense incurred. The Hearing Examiner has 
concluded elsewhere in Evidence and Conc lu sions for Finding 
of Fact No. B, that the end-of-�ericd revenues used by the 
Staff in this proceeding are incorrect and, conseque ntly, 
th�t Staff witness Dudley's calculation of gross receipts 
tax is also incorrect. The Hearing Examiner, therefore, 
concludes that the downward adjustment to t axes other than 
i nco!T\e should be $I, 321 and that the proper level of taxes 
other than income for use in this proceeding is $15,179. 

The Applicant did not include any interest on customer 
deposits in .test-pericd opera ting expenses. The Staff 
included a s  an adjustment $287 of deannualized interest 
Axpe nse on end-of-per iod customer deposits. This adjustment 
is proper since the End-of-fe riod amount of customer 
deposits was dedu cted from the allowance for working 
capital, and the inclusicn of the interest expense 
applicable to these deposits in test-perio d operating 
expenses allows Heater Utilities to recover only the costs 
of these de posits and not to ea rn a return on these customer 
supplied funas. 

The Hear ing Examiner 
operating expenses for 
(deannualized), co�pcsed 

concludes that the proper level of 
the test period is $26,062 
of dep;ec iation expense, $9,851; 
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taxes other than income, $15,119; miscellaneous income 
de·ductions, $7/JS; and interest on customer deposits, $287. 

The Company and Staff are in 
proper level of deannualized 
maintenance expense of $52,821; 
Examiner concludes that this amcunt 

agreement concerning the 
plant operations and 
therefore, the Hearing 
is proper. 

The Applicant presented $ijS,ij71 of te st-period general 
expenses and th e Staff presented $46,208. The difference 
between the two amounts results from four adjustments made 
by staff witness Dud�ey. The Hearing Examiner will, now 
discuss these adjustments. 

The -first adjustment made by Staff witness Dudley 
increased uncollectible accounts expense by \% of the 
$12,748 increase in water revenues to bring revenues to an 
end-of-period level. A. l thcugh the unc ollectibles 
experienced will vary from year to year, Staff witness 
Dudley testified t hat 1% of water revenues approximates the 
uncollectibles experienced during the past two years. It is 
therefore appropriate to match the increased wa ter revenues 
with the appropriately incre ased uncollectibles.. The 
Hear-ing Ex a miner con cludes that Staff witness Dudley •s 
adjustmen t of $127 is, however, not proper because the 
correct deannualized end-of-period revenue increase is 
$8,237 rather than the $12,7'48 amount used by Staff witness 
Dudley .. Ther efore, the Hearing Examiner concludes that the 
proper adjustment is 1% cf $8,237 or $82 .. 

The sec ond adjustment was made by Staff witness Dudley t o  
properly reflect in test-period general expense the employee 
benefits applicable to North Carolina operations. Staff 
witness Dudley testifi ed t hat the A.pp°licant had allocated 
emplOyee bene fits expense to North Carolina oper ations on 
the basis of the number of ereFlcyee s located in North 
Carolina. This allocation, however, ignores the fact that 
several of Heater Utilities• North Carolina employees render 
services that benefit both North Carolina and south Carolina 
operations. Since emFloyees·' i;ayroll tax expense wits 
adjusted in recognition1 of thi.::: fact, it would b� consistent 
to adjust emplo yee benefits expen se in this manner. The 
Hear.ing Examiner therefc:r:e ccncludes that Staff witness 
Dudley's adjustment reducing Noi:th Carolin a  employee· 
benefits expense by $473 is proper .. 

The next Staff ad justreent increased rent expense by $2,339 
for the increased computer lease expense applicable to the 
newly installed computer. The higher lease expen se will be 
incurred by Heater Utilities and the Hearing Examiner 
concludes that Staff witness tudley1s adjustment increasing 
test-p eriod lease expense is p:r:q:e:r:. 

The final adjustment made by Staff witness Dud ley reduced 
rate increase expense by $(,256 of the $1,884 amount 
included by the Applicar.t in te�t-period general expenses. 
staff ·witness Dudley testified that the $1 ,8�4 of rate case 
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expense vas incurred in Heater Utilities' last general rate 
case (Docket No. W-274, sub ( 4) and that Commission policy, 
based on other recent rate case Cecisions, was amoi;tization 
of these costs over a 3-year pericd. Staff witness Dudley 
further testified that although this FOlicy �as not a 
formally written policy the Commission's intent as perceived 
by similar treatment in other recent rate cases was 
amortization over this period of time. The Hearing Examiner 
concludes that although Heater Utilities was . not 
specifically directed to write cff these costs over a 3-year 
period this treatment is appropria te. The Hearing Examiner 
furt her points out that deferral and amortization is the 
appropriate acccunting treatEent for an expenditure whose 
benefits are to be received in future accounting periods. 
The Rearing Examiner therefore ccncludes that Staff witness 
Dudley's adjustment to incJ.ude l/3 of the prior rate case 
cost as an expense during the test period is proper. The 
Hearing Examiner concludes that the proper level of test
period general expenses befcre application of the 
annualization adjustment factor is $46,\63. 

The Applicant included $68 of State income taxes in test
period expenses. Staff witness Dudle y calculated State and 
Federal .income tax expense on his Schedule 3,.7_ His 
calculation determined that there was no State or Federal 
income tax expense base d on Staff adjusted revenues and 
expenses for the test period. Therefore, Staff witness 
Dudley removed the $68 of inccme tax expense included by the 
Applicant. The Rearing Examiner will now repeat this 
calculation using the operating r evenues and operating 
revenu e deductions heretofore fcund proper: 

Opera-ting Revenues 
Operating Revenue Deductions: 

Operating ex�enses 
Operations and main tenance 
General expenses 

Operating. income l::efoi:e income taxes 
Deannua li zed int erest expense 
North Carolina State taxable inc9me 

$,I 32, 54 I 

26,062 
52,821 

-�l§J
7,495 

1 4. os 2 
$ (6,587) 

Since there is a negative ta�able income, there is no State 
or Federal income tax expense for the test period under 
present rates. 

The Hearing Examiner therefore c oncludes that the 
operating revenue deductions (before application of the 
annualization adjustment factcr) found proper for use in 
this proceeding in setting Heater Utilities• rates are as 
follows: 
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Operating expenses 
Operations and maintenance 
General expense 
Income taxes-State & Federal 
Total operating revenue deducticns 

$ 26,062 
52,82 1 
46, I 63 

TI2s:-046 

The total operating revenue deductions of $125,046 must be 
brought to an end-of-period level to obtain a proper 
matching with end-of-period revenues and, therefore, to 
o bt ain an accurate detet:■inatior cf net operating i'Dcome for
return. The test-period operating revenue deductions are
multiplied by an annualization adjustment factor based test
period customer growth to bring them to an end-of-period
level. The annualization factor does not encompass general
price level increases or the prcjected effects of inflation
since the precise effects of inflation on Heater Utilities•
operations cannot be deter■ined. However, the Hearing 
Examiner will consider the effects of inflation leading to 
attrition of earnings in setting Heater Utilities• rat es in 
this proceeding. The Applicant filed a Kotion on Kay I I, 
1977, seeking consideration by the Commission for inclusion 
in the setting of rates approximately $27,000 of purported 
additional expenses. The H earing Examiner finds that these 
facts were not introduced in to the record, were not verified 
or shown to be applicable tc the test period or shown to 
have been incurred prior to the close of the hearing on 
April 21, 1977, in accordance with General Statutes 62-
133 (c ). Therefore ,  the Hearing Examiner denies the Kotion 

of the Applicant. 

The Hearing Examiner has re,iewed and found proper Staff 
witness Dudley's calculation of the annualization adjustment 
factor of 8.08�. The end-of-period cperating revenue 
deduct ions are $135,150 ($125,046 x 1.0808). 

EVIDENCE AND CONCLUSIONS POE FINDING OF FACT NO. 10 

The Applicant and the Staff presented different 
for the working capital allowance. The Applicant 
$43,249 of working capital �bile the Staff claimed 
N either of these amounts is correct; therefore, the 
Examiner will co■pute the proper allowance for 
capital. 

a111ounts 
claimed 
$1,388. 
Hearing 
working 

The Applicant presented an allowance for working capital 
consisting of its end of test year balance in the cash 
account ($28,621) plus its etd of test year balance 
($1 4,628) of North Carolina and south Carolina 11aterials and 
supplies and meter inventories. Both of these amounts are 
inappropriate for use in determining the working capital 
allowance. Staff witness Du dley testified that the cash 
component of the working capital a llowance, computed in 
accordance with the formula metho d, was equal to 1/8 of 
adjusted test-period expenses less depreciation and not 
equal to the total Company cash fer beaks balance at the end 
of the test y ear. The cash co■fcrent as computed by the 
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Sta ff vas $ I 5,496. The He arini; Examiner has det ecmine d in 
Evidence and Conclusicns for Pirding of Fact No. 9 that the 
Staff has incorrect ly determined the balances for 
depreciation expense, miscel laneous incom e deductions, and 
uncollectibles and gross r eceipts tax associated vith the 
end-of-period water revenues found proper by the Hearing 
Examiner in Evidenc e and ccnclusicns for Finding of Fact No. 
9; and to the extent that these exp enses were misstated, the 
Staff has also incorrectly ccmputed the cash component of 
the working capital allcwapce. 'lhe proper amount of the 
cash componen t is $15,563, compute d as 1/8 of the annualized 
expenses less depreciation of ($125,046 - $9,851) x 1 .. 0808 x 
1/8 $15,563. The Coml)any included the amount of $14,628 
in its working capital vhich CEEresented the end of test 
year balances of North a nd Scuth Carolina. materials and 
supplies and meter inventories .. staff witness Dudley 
test ified that North Carolina ratEpayers should not have to 
pay a return on materials and sllpElies and meters applicable 
to south Carolina use or on  a level of materials and 
supplies and meters which is tct representative of that 
amount normally maintained. The Hearing Examiner concurs 
with this statement and further concludes that $4,764 of 
North Carolina average materials and supplies and meter 
inventory as calculated on Dudley Exhitit I, Schedule 2-3, 
is a proper component of the allcwance for working capital. 
Heater Utilities did not includE any other elements in the 
computation of the working capital allowance. Staff witness 
Dudl ey completed his allowance for working capital by 
including average prepayments of $72, average t ax accruals 
of ($12,059) and end-of-p eriod customer deposits of 
($6,885) .. 1he Hearing Examiner f inds that these items are 
proper elements of the allowancE for working capital. The 
Hearing Examiner concludes, in acccrdance with other recent 
rate case dec isions, that the formula met hod for determin ing 
the woe king capital -allowa nce is appropriate for use in thi� 
case. The amounts comprising the allowance are as follows: 
cash, $15,563; materials and supplies and meters, $4,764; 
average prepayments, .n2; average tax accruals, ($12,059); 
and end-of-p eriod customer deposits, ($6,885).. The Hearing 
Exam�ner concludes that the reascnable allowance for working 
capital for use in this proceeding is $(,455 .. 

EVIDENCE AND CONCLUSIONS FOE lINDING OF PACT NO. 11 

The Applicant did not request that its rates be fixed 
under G. s. 62-1 33 (b) • Therefore, the Hearing Examiner must 
determine whether rates shall be fixed on the rate base 
method or the operating ratio metbod .. Upon consid€ration of 
the evidence presented in this proceeding, · the Hearing 
Examine r concludes that the use of the operating ratio 
method w ill result in rates that are just and reasonable. 

EVIDENCE AND CONCLUSIONS POE FINDING OF FACT NO. 12 

Th e following schedule summarizes the g ro�s revenues and 
operating ratio vhich the Company should have a reasonable 
opportunity to achieve, based on the increase approved 
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herein. This schedule incc-rporates the findings, 
adjustments and conclusions heretofore and herein made by 
the Hearing Examiner. 

SCHEDULE I 
HEATER UTILI'IIES, I_NC. 

DCC KET NO. W- 27 4, SUB 20 
STATEMENT OF INCCl'!.E, ORIGINAL 

COST NET .INVESTMENT A NI: OFERATING RATIOS 
FOR TWELVE MONTHS ENDED JULY 31 ,, 1976 

Q!!�ill�.!.§.lli!.§!§ 

Present 
Fates 

After Staff 
A.tiY2 t me !ll§ 

Water revenues $132,295 
Miscellaneous 

service 140 
Recoveries of bad 

debts __ --1Q2 
Total operating 

revenues 

Q..I! er a.t.ill-Bfil:fill.!!_g 
Deductions 
Oeprecia tion 
Taxes'other than 

income 
Miscellaneous 

income deductions 
Interest on 

customer deposits 
Plant operations 

and maintenance 
General expense 
State & Federal 

income tax 
Total operating 

!32,54!

9,851 

15, I 79 

745 

287 

52, 8 2 I 
46,163 

revenue deductions_l�S,046 
Net operating income 

for return $ 7,495 

Adjusted 
to 

End-of
Period 
__ !&!tl_ 

Increase 
Al?.E�g 

After 
Approved 
!!1£.£.fil!.§..g 

I 5 I I Si 

_:_ __ 112 --- --�.12 

I o,647 

16,406 

805 

310 

57,089 
49,893 

I r�27 

259 

l7 r 432 

805 

310 

57r089 
50, I 52 

3. 752 _..J...:Z2l 

....J.l.2<.illl _s. o 3 0 --1.!!.Q..JJ!J! 

$ 8,100 $20,902 $ 29,002 
======= ======= ======== 
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Investment in Otili!Y Plant 
Utility plant in service 
Less: Accumulated 

depreciation 
Net investment in 

utility plant in 
service 

Allowance for worki.!!9 CfilL!.tal 
Cash 
�aterials & supplies 
Average prepayments 
Less: Average tax accruals 

customer deposits 
Total allowance for 

vorking capital 
Net investment in 

utility plant in 
service pl us 
working capital 

Total expenses 
(Including interest 
of $15,220) 

Total revenues 

Operating ratio 

$196,766 

._Jl9, 633J 

_l&LlJ. 

$ 15,563 
4, 764 

72 
(12,059) 

_ _l&,.llil 

___ 1,_455 

$168,588 
======= 

$196,766 

_!29 .6 33)

_l�J_

$ 15,563 
4,764 

72 
(12,059) 
(6,885) 

W.5.5 

$168,588 
====== 

$150,370 $ 5,038 $155,408 
==-=----=- ==-==== ======== 

$143,250 $25,940 $169,190 
-======= -=-==== ======== 

J04.97X 9 I • 85j 
====== 

IT rs, THEREFORE, ORDERED as fellows: 

1- Tha t the Schedule of Rates attached 
Appendix A be, and is hereby, approved and 
Schedule of Rates he, and is hereby, deemed to be 
the Commission pursuant to G.S. 62-138.

hereto as 
that t his 
filed vith 

2. That the schedule of Rates attached hereto be, and is 
her eby, authorized tc become effective for water service 
furnished on and after July I, 1917.

3. That within 90 days the Appli cant provide the 
Commission vitb a detailed explanation of the problems. vith 
quality of service and feasible solutions for these 
deficiencies as described in this Oeder foe Medfield 
Estates, Camelot, Hidden Valley and Roundtree Subdivisions. 

4. That whenever possible the Applicant shall inform the
customers in advance when their service is to be 
interrupted. 

ISSUED BY CRDER OF THE COMMISSION.

This 30th day of June, 1977. 

(SEU) 
NORTH CAFOLINA OTilITIES COMMISSION 
Katherine H. Peele , Chief Clerk 
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APPENDIX A 
HEATER DTILITlES, INCa 

ALL NORTH CAROLINA SERVICE AREAS 

RATER RAT I SCE::EI:ULE 

Flat Rates and unmetered apartmEnt rate 
under metered rates ($5.60 per month). 

ainimum charge 

!tru;:�_g_J!_�§ - 3/4 11 X 5/8 11 mete[S 

First 2,000 gallons (minimum charge and flat rate) 
or first 261.4 cubic feet $ 5.60 

Each 1,000 gallons over first 2,000 gallons (metered 
systems only) or each 133.7 cutic feet over 267.4 
cubic feet $ I .20 

Minimum charge, including first 4.000 gallons, per 
month $11-20 
All over 4,000 gallons per month, per 1,000 gal.lens$ I .20 

Connection Charges - 3/411 x 5/811 u:eters

For taps inside platted subdivision 
For taps outside platted sutdivision 

Co!!Jl_gct!Q.!LCharges - Meters eXCEEding 3/411 x 5/811 

For all taps - 120% of actual cost 

Reconnection Charge� 

$135.00 
$350.00 

If vater service cut off by utility for good cause sq.oo 
[ NCUC Rule R7-20 (f) ] 
If water service discontinued at customer's request $2.00 
( NCUC Rule R7-20 (g) ] 

�ills Due - On billing date 

Bills Past Du� - Fifteen ( 15) days after billing date 

�i1ling�gyency - Shall be monthly, for service in arrears 

Finance Charges for Late Paymen! - Are one percent (1%) per 
month of unpaid balance stil1 East due tventy-five (25) days 
after billing date. 
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DOCKET NO. W-274, SUB 20 

BEFORE THE NORTH CAROLINA UTI1I1IES COMMISSION 

In the Matter of 
Application ty Heater Utilities, Inc., ) ORDEB OVERRULING 
P. O. Box 549, Cary, North Carolina, ) EXCEPTIONS AND 
for Approval of Increased Rates fer ) AFFIRMING RECO!'t-
Water Utility Service in its Set:�ice ) MENDED ORDER 
Area in North Carolina ) 

HEARD IN: The cOmmission HEaring Room, 
430 North Salisbury Street, 
Carolina, on Septemter 8, I 977 
on Exceptions) and c:c April 20 
(Initial Hearing) 

Dobbs Building, 
Raleigh, North 
(Oral Arguments 
and 21, I 977 

BEFORE: chairman Robert �- Koger, Presiding, and 
Commissioners Ben l. Roney, Leigh H. Hammond, 
s. Lindsay Tate, Bcbert Fischbach and Jo hn w.

Winters, with Tenney I. Deane having read the
record and partici�ating in the decision

APPEARANCES: 

For the Applicant: 

He nry H. Sink, Parker, Sink & Powers, Attorneys 
at Law, P. O. Box 1411, Raleigh, North Cacolina 
27602 

For the Protestants: 

Willia tu E. Ander�cn, Wea 'Vee, Noland· & Anderson, 
Attorneys at Law, P. o. Box 2226, Raleigh, 
No rth Cacolina 27602 
For: Hedfield-King5brook Homeowners 

Association, Hidden Valley West, and 
Cambridge Ad Hee Committe� o n  Water 
Bates• 

*additional Protestants added by Order of Corcection,
Octobec I�, !977:

coachman's Trail HomEowners Association 
Roundtree Homeowners Associ ation 
Hidden Valley Co«,ittee on Water Rates 
Martindale Committse on Water Rates 

For the Public Staff: 

Paul L. Lassiter, Associate Staff Attorney, 
North cacolina Utilities commission, P. o. Box 
991 Dot:bs Building, Ra leigh, North Carolina 
27602 
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BY THE COMMISSION: On DecemtEr 7, J 916, Heater Utilities, 
InC. (the Company), filed for a general rat e increase. 
Hearings were held in this matter en Ap_ril 20 and 21, 1977, 
before Jane S. Atkins, Heacing Examiner. on June 30, 1977, 
Hearing Examiner Atkins 'issued a Rec ommended Order granting 
the Company a partial increase in rates. 

On June I 5, 1977, lil'il.liam Anderson, Attorney for 
Protestants, filed a motion for an extension of time to file 
exceptions to the Reccmmended Order. The Commission by 
order issued July 15, 1977, allowed an extension until July 
25, 1977. 

On July 15, 1977, Henry H. Sink, Attorney for the 
Applicant, filed exceptions to the Recommended Order. These 
exceptions were as follows: (I) That the Hearin g Examiner
accepted the testimcny cf the Ccunission Staff as to average 
water consumption which testimony the Applicant alleges was 
based on statistically inacc urate sampli ng techniques; (2) 
That the Hearing Examiner completely dis regarded an 
Applicant's exhibit, based on actual records, sh oving that 
losses of revenue from defective or inoperable meters 
constituted d revenue less of ctly 4.227% of total gross 
revenues; (3) Tha t the Hearing Examiner use d  the average 
consumption as derived by the Commission Staff rather than 
the actual monthly avera ge cc11::umption as presented .bY the 
Applicant; (4) That the He aring E..xaminer 1 s determination of 
a 91 • 85% operating· ratio is alleg edly unfair and 
unreasonable. In addi tion to tbe exceptions, the Applicant 
gave notice of intent to implement the rates approved in the 
Recommended Order. 

On July 25, 1977, William Anderson, Attorney for the 
Protestants filed exceptions to the Recommended Order. 
These except ions were as fcllc1i1s: ( I) That the Hearing 
Examiner incorrectly computed tte original cost of Applicant 
utility plant in service by erroneously including idle and 
excess plant; (2) Tha t the Heari ng Examine r made an 
allowance for defective meters that was unsupported by the 
evidence; (3) That the Hearing E"Xamine r erroneously treated 
the Ravenwo od services as properl)' being unmetered; (4) That 
the Hearing Examiner erroneo usly included par t ·of a payment 
of a life insurance ptemium tc be included as an allowable 
expense; (5) That the Hearing Examiner erroneously allowed 
deprec iation expense tha t 1i1as attributable to idle and 
excess plant; (6) That the Hearing Examiner schedule of 
reve nue and expenses in Finding of Fact No. 12 is erroneous 
as it contains the errors outlined hereinabove; a nd (7) That 
the entry of the tariff provided by the order is, the refore, 
erroneou::. 

On July 26, 1977, the Public Staff, by and through Hugh A. 
Wells, Executive Direr:tcr, ai:d Jerry B. Pruitt, Chief 
Counsel of the Public Staff, filed Notice of Intervention. 
On July 27, I 977, the Commission issued an.order Recognizing 
Intervention cf the Public Staff. 
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On August 2., 1977., the Commission issued an 
the exceptions of the Protestant for Oral 
staying the Recommended Order. On August 
Commission is sued a supplemental order also 
Applicant's exceptions for Oral Argument. 

771 

Order setting 
Argument and 

8, 1977 ., the 
setting the 

On August 12, 1977., the Protestants filed a motion with 
the commission that the AFFlicant n ot be permitted a 
proposed temporary increase in water rates pending outcome 
of the Oral Argument en the exceftions. In the motion, 
Protestants stated that the Applicant had mailed out to its 
customers on August 3, f977., a notice of a temporary rate 
increase. The Protestants op�osed such tem porary rates as 
being unauthorized an d not being under hand. 

On August 15, 1977, the �pplicant filed with the 
Commission motion that it intended to put into effect the 
water rates set forth in the liecomm ended Order pursuant to 
G. S. 6 2-13 5 as six months ha d i:assed since the Applicant •s 
original filing. Simultaneously, the Applicant filed with 
the Commission an undertaking. By order issued on August 
17, 1977, the Commission approved the undertaking and 
allowed the rates tc become effective pursuant to G. s. 62..-

1 35. 

on September a, 1977, the Applicant, the Protestants, and 
the Publ�c Staff vece pcesent �ith counsel for oral Argument 
on the filed exceptions to the liecommended Order. 

A complete history of this docket is set out 
Examiner Atkins in her RecommeDded Order dated 
1977, and is herewith ado pted and incorporated by 

by Hearing 
June 30,

reference. 

Upon a 

transcript 
exceptions 
Commission 

re view of 
of the 
thereto, 

makes the 

the entire record in this docket, 
hearings, the Recommended Order 

and ab.le arguments of counse l, 
follcving 

FINDING OF FACT 

the 
and 
the 

The Commission adopts Findings of Fact numbers I through 
12 of the Recommended O rder as Findings of Fact herein and 
overrules exceptions of ApFlicant and intervenor to said 
Findings of Fact, and the Commission further reaches the 
following 

CONCLOEICNS 

I. That. a full and complete hearing has been held in
this matter ., Docket Ne. i-274 ., Sub 20, wherein evidence was 
taken and witn esses were heard, and all parties have 
participated in a review of the liecommended order at the 
Oral Argument, and that the Ccumission conclud es that the 
.Findings of Fact found by Hearing Examiner Atkins iii her 
June 30, 1977., Recommended Order were supported by 
competent, material and subst antial evidence and should be 
adopted and affirmed. 
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2. That each and every one of the four (4) exceptions
fi1ed by the Applicant and the seien (7) exceptions filed by 
the Protestant should be cverruled and denied. 

3. That the conclusion reached l::y Hearing Examiner 
Atkins that the fair average water consumption figure for 
the test year is 6,650 ga1lcns- per month per customez: is 
reasonable and affirmed. The importance of this item in the 
dete1:minatioo of the level cf re venues which should be 
generated from the present rates and the projected rates is 
of such Bagnitude that the methcd(s) used to arrive at the 
average usage should be the best and most reliable available 
to the Applicant and/or the Public Staff of the Commi ssioµ. 
In this proceeding neither side presented data based on 
"1001 Count" methodology or en "Statistical sampling" 
techniques which were ccmpletelJ teliable and from which a 
fair and reasonable decision could be reached without the 
addition of a substantial ju dgment factor. The Commission 
believes that within the ranks of the Public staff there is 
the capability to make more effective us e of "statistical 
sampling" method ologies than demcnstrated in this proceeding 
and tha t such expertise will be us ed in future similar 
situations. 

IT IS, THEREFORE ORDERED: 

J. That all of the four numtered exceptions filed by the
Applicant on July 18, 1977, are hereby overruled and denie d. 

2. · That all of the seven Pl numbered exceptions filed 
by the Protestants on July 25, 1977, are hereby overruled 
and denied. 

3. That the Recom mended Order issued on June 30, 1977,
by Hearing Examiner Jane s. Atkins is hereby adopted and 
affirmed as the commission's Final order. 

4. That the schedule of rates attached hereto as 
Appendix A and as  put into effect ty Applicant on August 15, 
1977, pursuant to undertaking, ai:e hereby appi:oved effective 

for service rendered on and after August 15, 1977. 

5. That the undertaking filed by the Applicant on August
15, J 977, is hereby dismissed . 

ISSUED BY OEDER OF THE COHftIS�ICN. 
This the 6th day of October, 1517. 

NORTH CAEOLINA UTILITIES COMMISSION 
(SEAL) Katherine H. Peele, Chief Clerk 
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HEATER UTILITIES, INC. 

ALL NORTH CAROLINA SERVICE AREAS 

WAT:EB RATE SCE:EDULE 
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Plat Rates and unmetered apartment_rate 
under metered rates ($5.60 per month) • 

Minimum charge 

First 2,000 gallons (minimum charge and flat rate) 
or first 267.4 cubic feet $ 5.60 

Each 1,000 gallons over first 2,000 gallons (metered 
systems only) or each 133.7 cutic feet over 267.4 
cubic feet $ I .20 

Minimum charge, including first 4,000 gallons, per 
man th $ I 1- 20
All over 4,000 gallons per mcDth, per 1,000 gallons $ 1.20 

Connection Char_gg§ - 3/4" x 5/8 11 ueters 

For taps inside platted subdi1ision 
For taps outside platted sul:division 

Connection Cha�es - Meters excEeding 3/4 11 x 5/811 

Por all taps - 120% of actual cost 

Reconnection Cha�g§ 

$135.00 
$350.00 

If water service cut off by utility for good cause $4.00 
[ NCUC Rule R7-20 (f) ] 
If water service discontinued at customer's reguest $2.00 
[ NCUC Rule R7-20 (g) ] 

liill2_Y!!fr - On billing date

§.ilJ:.§_Past Dug - Pi fteen ( I 5) days after .billing date

��lling_Prequgg£y - shall be monthly, for service in arrears 

�inanruL_��es for Late Payment - Are one percent (1%) per 
month of unpaid balance still past due twenty-five (25) days 
after billing date. 



774 WATER AN[ SEWER 

DOCKET NO. W-617, SOB J 

BEPORE THE NORTH CAROLINA UTilI'IIES COMMISSION 

In the Hatt er of 
Application by HEcklenburg Utilities, Inc., 
1740 ·E. Independence Boulevard, Charlotte, 
North Carolina, for Authority tc Increase 
Rat es for Water and Sewer Utility Service in 
Mecklenburg and Union Counties, North Carolina 

ORDER 
GRANTING 
PARTIAL 
INCREASE 
IN RATES 

HEARD IN: 

BEFORE: 

APPEARANCES: 

The Board Room, 4th Floor, Education Center, 
701 East 2nd Stre et, Charlet te , North Carolina, 
on Wednesday, July 13, 1977, and reconvened in 

Room 6(7, The Dctbs Building, North Salisbury 
street, Raleigh, Ncxth Carolina, on Friday, 
Aug ust 19, 1977 

Commissioner 
commissioners 
Fischbach 

S.· Lindsay
Leigh H.

Tate, Presiding; and 
Hammond and Robert 

Poe- the Applic ant: 

III, Manning, 
Law, P.. o. 

27602 

.1.1.. Marshall HappEr 
Skinner, Attorneys at 
Raleigh, Ncrth carclina 

For the Public Staff: 

Fulton & 
Box 11 50, 

Paul L. Lassit er, .Associate 
P. O. Box 991, Dobbs Building, 

Staff Attorney, 
Raleigh; North 

Carolina 27602 
For: The using and consuming Public 

BI THE COMMISSION: Ey application filed with the North 
Carolina Utilities Commission in the atove-captioned matter 
on April 6, 1977, the Applicant, Mecklenburg Utilities, Inc. 
(hereinafter at times referred to as the AppJ.icant or the 
Company), seeks authority to incre ase it s rates and charges 
for water utility ser9ice in its se9en service areas in 
North Carolina and to increase its rates and charges fo r 
sever utility service in its t�c �ever service a reas. 

By Order is sued on Hay 4, 1977, the matter vas declared to 
be a general rate case; the proposed rates were suspended 
pursuant t o  G.S. 62-134; the application was s et for 
h·earing; the Applicant was ordered to give public notice; 
and the Commission Staff vas directed to examine the books 
and records of th e Ap plicant. 

On June t3, 1977, a Petiticn for Leave to Intervene vas 
filed by the Bahia Bay comGunity �ssociation si gned by 59 
customers. The petition recitea that the AppJ.icant had been 
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negligent in carrying out its re�ionsibility to maintain the 
well sites and associated equipirent. The petitioners also 
stated that low pressure is a ccnmon complaint occurring at 
all times of the day. The Commission, by Order dated June 
2 8� 1977, allowed the intecventici:. 

On July 5, !977, the Commission issued an Order changing 
the location of the hearing to Charlotte, North Carolina, 
and requiring th at notice of th'is change be given to the 
customers by mailing and/o r hand delivering such notice. An 
amended certificate of service was filed at the hearing 
reflecting that the Company had sent out the notice as 
required. 

On July 6, 1977, the Public Staff, by Hugh A. iells, 
Executive Director, filed Notice cf Inte rvention pursuant to 
G.S. 62-J5 (d). By Order issued on July 7, 1977 ,. the 
Commission recognized the interver,tion of the Public Staff. 

On July I I,. I 977,. the Putlic Staff filed a Moti on to 
Dismis s the application of t he Ccmpany or ,. alternately ,. to 
continue the hearing until receipt of additional data. In 
support of its motion ,. the Fublic Staff maintai ned as 
follows: ( 1, the financial data subm itted by the Company in 
its application did not include any historical data; (2) all 
the revenues and expenses presented in the application were 
estimate of wha t twelve m onths' operation vill be in a 
futur e test year (to vit ,. February I r f977 - January 31 ,. 

lq78); and (3) the application ,. thusly, does not comply vith 
the requirements of Commis sion Rule R 1-17 dealing with 
contents of fi.ling of applicaticns. 

At the call of the matter for bearirtg, the Applicant, the 
Public Staff, members of the Bahia Bay community 
Association, and a large nuuber of �ublic witnesses were 
present. Mr. S. L. Brattain, Ms. Marge Plyier, P!.r a James 
MacGraw, Hs. Julia Shii:;es, and l'!I:. George Bushing testified 
for the Company. Thirteen (13) customers of the Company 
took the stand and testified as public witnesses detailing 
the many complaints of the Co�i::any•s customers. 

Prior to the taking of evidence, the Commission ruled to 
deny the Public Staff's Motion to tismiss t he application 
or, alternately, to postpone the hearing. 

During the cour se of the bearing, the Company sought to 
intr oduce a profit and lo ss statement for t he five months 
ending on June 30, 1977, and a balance sheet dated June 30, 
J977a The Public Staff objected to the introduction of this 
evidence as this data had no t teen either prefiled with the 
commis sion nor presented to the Public Staff for analysis 
prior to the hearing. The Commissio n decided to accept the 
exhibits but to defer cro ss-examination until. a r eopening of 
the hearing to be held after the Public Staff had time to 
examine the exhibits in detail. 
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on August 
reconvening the 
at 9:30 a.m. 
Carolina. 

W1'.TER �ND SEWER 

4, 1977, the Ccumission issued an 
public he aring en Friday, August 19, 

in the Dobbs Building, Raleigh, 

Order 
1977, 
North 

The hearing was reconvened as schedul.ed. Mr. W. A. 
Farnsworth, Hr. s •. L. Brattain, ana Ms. Marge Plyier 
testified for the Com�any. Mr. Harold v. Aiken, an Engineer 
in the Water and sewer Section of the Public Staff, and Mr. 
Donald E. Daniel, Coordinat or of the Gas and Water Section 
of the Accounting Division of the Public Staff, testified 
for the Public Staff. 

Based on the prefiled testincty and exhibit s, the matters 
and things t estified to at the hearing, and the entire 
record in this mat ter, and dockets referenced herein of 
which judicial notice is taken, the Commission now makes the 
fallowing 

FINDINGS CF FACT 

J. That Mecklenburg Utilities, Inc., is a
corporation, organized and existing under the 
State of Nor.th Carolina. 

public utility 
laws of the 

2. That Mecklenburg is engaged in the business of
pro v.iding wat er utility service tc seven (7) service areas 
in North Carolina and sever servi�e to two (2) service areas 
in North Carolina. 

3 ,. That on March 7, I 961, in Docket No. W-226, the 
Commission granted a Certificate of Public Convenience and 
N ecessity to A & B Realty, Inc., and set ra tes for a water 
utility system for Hunt ington Fore st Subdivision in 
Mecklenburg county, North carclina. Th e commission's file 
in Docket No. W-226 shows the Sjstem plans were approved in 
I 961.l, so the system was to have tegun in t 961.l. 

IJ. That on Hay 29, ) 968, in Docket No. W-249, t he 
Commissi on gr anted a Certificate cf Public Convenience and 
Necessity to We stside Development co., Inc., and set rates 
for a water utility system for Westwood Forest Subdivision 
in Mecklenburg county, North Carolina. The Commis sion's 
file in Docket No . W-249 shows the system plans were 
approved in 1967, so the system ias to have begun in 1967. 

5. Th at on Hay 29, 1968 ., in Docke t No. w-245, the 
Commission granted a Certifi cate of Public Convenience and 
Necess ity to Hambright McCoy ., Inc., and set rates for a 
water utility system for Wildwoo d  Green Subdivis ion in 
Mecklenburg county, North Carclina. The commission's file 
in D ocket No.· W-245 shovs the system plans were appro ved in 
I 966, so the system vas to have tEgun in 1966 .. 

6. That 
commission 
Necessity 

on Nay 29, 1968, in Docket No. W-248, the 
granted a certificat e  cf Public Convenience and 
t o  A. H & H Co., Inc., and set rates for a water 
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utility system for Bahia Bay subdivision in Mecklenburg 
County, North Carolina. The Commission's file in Docket No. 
w-2qs shows the system �lans were approved in 1966 so the 
system was to have begun in I 966. 

7. That on November 23, 1970., in Docket No. W-283,. tlie
Commission granted a Certificate cf Public Convenience and 
Neces sity to AF&F Co., Inc., and set rates for a water 
utility system for Eastwood Forest Subdivision .in 
Mecklenburg and Union Counties. The Commission's file,in 
Docket No. W-283 shows the system plans were approve� in 
I 966 , so the system was to have l:egun in 1966. 

8. That on April 5, 197 J, the Commission by order 
approved the merger and transfer cf the Certificates of 
Public Convenience and Nece ssity from A & B Realty, Inc., on 
Huntin gton Forest Subdivision, Ai6F Co., Inc., o n  Eastwood 
Forest Subdivision, A. H & H Co., Inc., on Bahia Bay 
Subdivision, Hambright McCoy, lnc., on Westwood Forest 
Subdiv ision and Westside Develcf�ent Co., Inc., on Wildwood 
Green Subdivision to Investment Land Sales, Inc. 

q_ That on May 7, 1973, in rocket No. H-302, Sub I, the 
Commission by Order granted a Certificate of Public 
Convenience and Necessity to I�vestment Land Sales, Inc., 
and set rates for water and sever utility systems for 
Lamplighter Village Sub divisicn located in Mecklenburg 
county, North Carolina. The cnnual repo rts to the 
Commission by Investment Land �ales shows the lampli·ghter 
Village water and sever systems were begun in 1973. 

10. '!hat on May 7, 1973, in Locket No. W-379, Sub I, the
Commission ty Order granted a Certificate of Public 
Convenience and Neces sity to Eill Allen Enterprises, Inc., 
and set rates for water and .s:'e\ier utility systems in 
Lamplighter Village subdiYision south, located in 
Mecklenburg County, North Carolina. The annual i:eport s to 
the Ccmmission filed by Bill Allen Enterpri ses sh ows the 
Lampli ghter Villag e South water and sewer systems were begun 
in 1973. 

11. That prior
Sales, Inc., and 
bankruptcy in the 
western District of 
Charlotte, North 
Bankruptcy fer both 

to Septeml::er 2, 1976, Investment Land 
Bill Allen Enterpi:ises, Inc., filed 

united states District court for the 
North Carolinci and Richard T. Meek of 

Carolina, 1i1as appointed Trustee in 
comi:anies. 

J:!. That on September 2, 1976, Mecklenburg Utilities, 
Inc., in Docket No. W-617 appli ed for approval of the 
Commission to purchase said public utility franchises from 
Hichard T. Meek, Trustee in Bankruptcy, and by Order dated 
September 21, 1976, the Ccn:mission i ssued an Order 
authorizing Mecklenburg Utilities, Inc., to purchase said 
water and s ewer utility systems from Richard T. Meek, 
Trustee in Bankruptcy, upon the ccndition t hat Mecklenburg 
Utilities, Inc., �otify tlle Commissi on in writing 
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immedia tely upon consummation cf the purchase of said 
systems; said Order further authorized Mecklenburg 
Utilities, Inc., to charge, upon the purchase of such 
systems, as int erim tates, "those rates which were 
previo usly approved by the Commission for water and sever 
utility service by Bill Allen Enterprises, Inc., and by 
Investment Land Sales, Inc." 

13- That on Febi;uary 2, 1977, Mecklenburg Utilities, 
Inc., purchased said water and se•er uti lity systems, along 
with one additional system located in the State of South 
Carolina, serving a subdivision known as Black Horse Run 
subdivision for a purchase price cf $118,000; the Commission 
was duly notified by letter of Fetruary 2, 1977, of the 
consummation of the purchase of the water and sewer systems 
as r equ ir ed by the Seftember 21, !976, Order of the 
Commission .. 

\4 .. That on February 1s, 1977, th e Applicant purchased 
from Richard T. Meek., Trustee in Bankrur-tcy, various items 
of business pe r so nal prop erty for a total price of, $ I 5,250; 
all of s uch busin ess perscnal �roperty has been sold, 
disposed of, or set aside fer disposal except for the 
following items to be used by Mecklenburg Utilities, Inc., 
in connection vith the operation of said water and sever 
utility syst ems, to wit: one gill pulverizer, one Ford 
bushhog, one air compresso r vith rock drill and .bits, one 
Ditch Witch trencher, one 1972 Iitch 'iil'itch trailer, one ( 972 
Ford Van and one used mcbile bcne .. 

!5. That the cost to the Applicant for the purcha se of 
the water and sewer ut ility systems, including the real 
p ro p erty situated thereon, tbe one system lOcated in the 
State of south Carolina, and the capital expenses relating 
t hereto, was $61,250 and $59,926, respectively, the original 
cost to Applicant of the service equipment retained for the 
use and operation of the water end sewer systems purchased 
was $6,000 oat of the total purchase price thereof of 
$15,250, and the total o riginal cost of the real and 
personal property to the APFlicant for both the North 
Carolina and South Car olina pr operties was $127,176. After 
providing for a reasonaCle allocati on of original cost to 
the South Carol•ina vater syste11 in the amount of $)0,830, a 
reasonable original cost o f  Mecklenburg 1 s property used and 
usaful in providing water and sewer services in North 
Carolina is .'fi J 16,346; the reasonable accumulated provision 
for depreciation i s  $6, II 8; and the r easonabl e original cost 
less depreciation is $1 J0,228. 

16 .. That the reasonable allc1,ance for working capital is 
$6,431, 

p. That the Company's appro:ximate gross revenues for the 
test year, after accounting ar.d FIC forma adjustments, are 
$69,996 under the present rates and, after giving effect to 
the Company's propos ed rates,. are $117,212. 
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18. That the level of test year opera ting expenses
accounting and pro forma adjustment s is $74,376, 
i ncludes an amount of $6, 118 for depreciation. 
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after 
which 

19. That the
net investment 
negative 3. 75% 
proposed rates, 

pro 

under 
and 

would 

forma rate cf return on 
the Com�any•s present 

after giving effect to 
be a positive 29.13%. 

original cost 
rates is a 

the company's 

20. That a fair rate of return that Mecklenburg should
have an opportunity to earn is 12.96%, which requires the 
annual operating revenues of $91,096. 

21. That the schedule 
Staff should be approved as 
necessary to enable the 
cequirement s. 

of rates proposed by the Public 
j�st and reasonable and as 

Company to meet its cevenue 

22. That the watec utility service is adequate but is in
especially in the area of 
cutages, and meter reading. 

n eed of certain i mprovements 
adequate water pcessure, fewer 

EVIDENCE AND CONCLUSIONS FOR F·I?WINGS OF FACTS NOS. I AND 2 

The evidence for these findings comes from the official 
records of the Commission and tl'.e verified applica tion of 
Mecklenburg Utili ties, Inc. Tl:ese f indings are essentially 
informational and procedural and were not contested. 

EVIDENCE AND CONCLUSIONS FOR FI�DTNGS OF FACTS NOS .. 3 - f3 

The evidence for these findings comes fcom the official 
records of the Commissioil, the �erified application of the 
Company, the exhibits o f  the com pany presented at the 
opening of the C ompany's case, and the a nnual reports filed 
with the Commission by MEcklenhucg Utilities, Inc., 
Investment Land Sales, Inc .. , and Bill Allen Enterpcises, 
Inc. These findings ace for informational purposes and wer e 
not contested by either party. 

EVIDENCE AND CONCLUSIONS FOE FINDING OF FACT NO. 14 

The evidence for this finding is to be found in the 
testimony of Company witness S. L .. Brattain and the 
Applicant's Exhibit No. 4 which i s  a copy of the hill of 
sale of vacious items of tusiness personal pcopecty 
purchased by Mecklenburg Utilities, Inc., from Richard T. 
!i e�k, Trustee in Bank rui:tcy.. 'I his finding was uncontested.

EVIDENCE AND CONCLUSIONS FOli FINDING OF FACT NO. 15 

'rhe Commi ssion will now analyze the testimony and exhibits 
presented by Compa ny witness Plyier and Public Staff <Jitness 
Daniel concerning the original cost net investment in water 
and sewer plant in service in Ncrth Carolina. The following 
ch�rt summarizes the amount which each of these witnesses 
contends is proper for this iteu: 
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Item 
7af 

Total Company water and 
sever plant in service: 

Water 
sever 

Total 
Equipment 
Total company plant in service 

Less: Portion allocated to 
south Carolina 
Water 
Sewer 

allocated to 

company 
Witness 
,!:Jyier 

(b) 

$119,176 
_ _l&lli} 

121,176 
__ _§..1,00Q 

127,176 

7,669 

--= o-_

Plant 
North 
Less: 

in Service 
Ca col in a 

Allowance 
Water 

119,507 
for depreciation: 

Sewer 
Equi pmen� 

Total 
Net plan t in service 

13,681 
-o

_ __L.285
__ l!!..:l§.e 
!104,541

Staff 
Witness 
Daniel 
-7c)

$ 58,217 
56,959 

115, 176 
_ _§_&Q.Q 

121,176 

10,293 
-o-

110,883 

1,716 
1,661 

_-1,_28� 
_ 4,662 
$106,221 
======== 

As shown in the above chart, the witnesses agree with 
regard to t he components which shculd be used to calculate 
the net investment in water and sewer plant in service, but 
they disagree with :regard to the amount. The first area of 
disagreement is the allocation cf the purchase price between 
the water and sewer systems. The Company al.located the 
purchase pr ice between the vater ahd sever systems- based on 
the judgment of Company officials as to the current value 
and income producing capabilit1 cf e ach system. The Public 
staff based its allocation of putchase  ptice to the two 
systems on the original cost of the systems to Bill A_llen 
Enterprises, Inc., the Fievi ous C\ner of the systems. 

The Public staff in its original testimony allocated only 
$115,176 between' the water ana sewer system i nstead of using 
the correct amount of $121,176. The error vas that the 
Public Staff believed the $(21,116 to be the total cost of 
the water and sewer systems includ•ing the equipmen t cost .. 
However, the correct total cost s hould be $127,176 which is 
the $121,176 far the water and sewer s ystems plus the 
equipment cost of $6,000. 

The commission concludes that the purchase price should be 
allocatea between the two systeD"s based on their original 

c ost to Bill Allen Enterprises, Inc., and using the correct 
total cost of $121,176, finds that the proper level of cost 
to be included for the water and ::ewer systems is calculated 
as follows: 
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Original Ccs·t 
Eil.l Allen 
Enterprises f�££.gn! 

Depreciatle property 
water systems N. C. 

Depreciable property 
sewer systems N.C. 

Land water sy stem -
N.C.

Land sewer system -
N. C.

Total - N.C. 

$269,411 

338,831 

3,279 

629,951 

South Carolina property --2.hlli 
T.otal $691,772 

======== 

38.945% 

48.980� 

2.664% 

• 474%

91.063% 

8. 937%
!00.000%

Both witnesse s assigned a cost of $6,000 
equipment retained for use and CFeration of 
sewer systems. The Commission therefore 
$6,000 is the proper co:::t of the eguipment. 

781 

Cos t  to 
Mecklenburg 
!! ti!i ti�§__ 

$ 47,192 

59,352 

3,228 

574 

110,346 

)0,83!! 
$121,176 
======== 

to the service 
the water and 
concludes that 

The next area of disagreement is the amount allocated to 
the South Carolin a water system. As discussed above, the 
Company made its allocation based on the judgment o f  the 
Company officials as to the current value and income 
producing capability of each system, while the Public Staff 
based its allocation on the original cost of th e systems to 
Bill Allen Enterprises, Inc. As previously discussed, the 
Commission has adop ted the Public Staff's allocation method 
and accordingly finds that $1C,830 should be the proper 
level of co st to assign to  the South Carolina water system. 

The next are a of disagreement is the all owance for 
depreciation for the water and sewer syste!,lls. The 
differences result from the different levels of cost used by 
the witnesses for the water and sever systems clnd the 
different depreciation rates used. As previously discussed, 
the Commission found the proper level of cost for the water 
and sewer systems and will use the amounts for depreciable 
property for the water system of $47,192 and for the sever 
system of $59,352 in their calculation of the allowance for 
depreciation. 

company witness Plyier in calculating her depreciation 
expense used a composite depreciation rate for the water 
system of f3. 169� which she naintained was based on the 
estimated remaining useful l ive s of the assets. Inasmuch as 
the cost assigned to the sei;er system was immateri al, the 
Company did not calculate a depreciation rate or assign any 
depreciation expense to the sewer system. 
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In his original prefiled testill'cny, Public Staff witness 
Daniel calculated his depreciation expense for the water a nd 
sever systems using rates provided by Putlic Staff witnes s 
Aiken which were based on guidelines p rovided by the 
National Ass ociation of Regulatory Utilities Commissions. 
During cross-examination, the Public Staff witness Aiken 
admitted that no considerat1on had been given to the age of 
the systems. After conclusion of the hearing, Public Staff 
witnes s Aiken recalculated his ccmfOSite rates for the water 
and sewer system giving a weighting t o  the average age of 
the assets. The revised ccm{csite depreciation rates are 
5.876% for the wat er systems and 3.471% for the sever 
system. 

The Commission concludes that the proper depreciation 
rates to be used in calctilating depreciation expense should 
be the rates developed by the Public Staff. When applying 
these composite rates to the proper cost levels for the 
water and sever systems found above, the depreciation 
expense is as follows: 

Water System 
sever System 

Original. 
Cost 

$ 47,192 
__ 2lL35.£ 
$106,544 
======== 

Composite 
_ _.SE!..L_ 

5.876% 
3.471% 

Depreciation 
-��.!}§,g __ 

$2,773
_M.§Q
$4,833

Both witnesses calculated $1, 285 as the depreciation 
expense for equipment. the Couuission the refore concludes 
that $1,285 is the proper 1.evel of depreciation expense foe 
equipment to be included in test 1ear operations. 

consistent with the calculation of depreciation expense, 
the Commission used allowance for depreciation of $6,118 in 
its calculation of original cost net investment in water and 
sewer plant in service. 

The Comlli.ission concludes that the following calculation of 
net investment in water and sever plant in service is 
appropriate for use herein: 
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Total Company water and sewer flant in service 
Water $ 61,250 
Sever 

Tctal 
Equipment 
Total company plant in service 

Less: Portion allocated to south Carolina 
Water 
Sever 

Plant in service allocated to North Carolina 

Less: Allowance for depreciation 
Water 
Sever 
Equipment 

Tctal 
Net plant in service 

59. 926
I 2 I, 176 

__ 6,000 
127,176 

10,830 
-o-

116,346 

2,773 
2,060 
I. 285

_ _&Jj__!1 
$110,228 
======== 

EVIDENCE AND CONCLUSIONS FOF IINDING OF FACT NO. 16

783 

The Commission will ncv analy2e the testimony and exhibits 
of Public Staff vi tness Daniel concerning the a mount 
properly, inc lu dable in the original cost net in vestment a s  
an allowance for working capital. The company did not 
provide the Commission with a calculation • 

. 'Public Staff witness Daniel calculated his allowance for 
working capital by taking one-eighth of the difference 
between total operating expenses less purchased power, 
payroll taxes, pi:opecty taxes, depreciation systems · and 
depceciation equipment •. The Commission conclu des that 
this is the proper method to use in calculating the 
allowance for working capital and, taking into consideration 
the changes which have cccurred after the close of the 
hearing, finds $6,qJJ to be the proper working capital 
allowance. 

EVIDENCE AND CONCLUSIONS FOB FINDING OP FACT NO. 17 

Company witness Plyier a nd Public Staff witness Daniel 
presented testimony and exhibits concerning the appropriate 
level of operating revenues tc be included in test year 
operations. The following chart summarizes the amount which 
each witness contends is the propei: level of operating 
.revenues: 

It� 
(a) 

Operating revenues 

Cmrpany 
Ritne.l:s 
_Plyier 

( tJ 
$66,41 I 
=-====== 

The difference in the amcunt of 
proposed by the two witnesses arises 

Staff 
Witness 

Daniel 
(c) 

$69,996 

operating 
from the 

revenues 
different 
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methods used to determine tbe revenues for the Bahia Bay 
area. Apparently the Company assumed f lat rate revenues for 
Bahia Bay in its computations as this system had only 
recently been metered and consunption data vas unavailable. 
The Public Staff assumed, for purposes in its ca1cu la tion, 
the customers in Bahia Eay would average 6,000 gallons per 
mont b. The Company did not contest the Public Staff •s 
calculation of operating revenue. 

The Commission 
Public Staff in 
appropriate for use 
the proper level of 

concludes that the methcd used by the
calculating operating revenues is 

herein and therefore finds $69,996 to be 
operating revenues under existing rate. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 18 

company witness Plyier and Public Staff witness Daniel 
offered testimony and exhibits presenting the level of 
operating revenue deductions �hich they believe should be 
included in test year oper ations. The following chart sets 
forth the amcunts presented by each vitnesS: 

Item 
(a) 

Total operating expenses 

Company 
Wi·tness 
_f!.Yi!ll:: 

(b) 
$87,353 

Staff 
Witness 
_!!anie! 

(c) 
$72,920 

One area of disagre�ment is the amount prope rly includable 
for consulting and management fees. The company included 
s10,oao in consulting and managenent fees which the company 
considered a necessary expense for the proper operation of 
the system. The Public Staff red uced the consulting and 
management fees to $5,000. Hr. Aiken stated that his past 
experience has shown that salaries in the range of $30,000 
have proven adequate for systems of similat size. Mr. 
Daniel stated that salaries are already included for 
main tenance, bookkeeping, billing, customer complaints and 
other management functions normally covered by a management 
fee. 

The Commission concludes that the consulting and 
management fees recommended ty the Public staff are 
reasonable compensation for the services performed by the 
management of Mecklenburg Utilities, Inc., and accordingly 
finds $5,000 as the pr oper auount to be included as 
consulting and. management fees in calculating total 
opera ting expenses .. 

Ancither area of disagreement is depreciation expense for 
the systems. As previously di�cussed, we have adopted Staff 
witness Daniel's revised levels of cost and revised 
composite depreciation tates for the water and sever systems 
to use in calculating depreciation ex pense. When applying 
these composite rates to the Ftcrer cost levels for the 
water and sever systems, the coumissicn found $4,833 to be 
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the proper amount to be inclu ded as depreciation expense on 
the systems in calculating total q:erating expenses. 

contested; 
witnesses, 

of operating 

The other areas of disagreement lilere not 
th�refore, ba sed on the evidence cffered hy the 
the Commis sion concludes that the p:oper level 
expenses s hould be $7q,316. 

EVIDENCE AND CONCLUSIONS FCB FINDINGS OF FACT 
NOS. 19, 20 ANC 21 

The Company in this case filed its origina1 application 
based entirely on pro forma data and upon a future test year 
period. The application, therefcre, did not comply with the 
statutory mandate of G.S. 62-133. The company's 
application, furthermore, failed to comply with Commission 
Rule Rl-17 dealing with the contents of filing of 
applications which r equires the following: (I) a statement
covering the last twelve consecctive months shoving gross 
operating revenues, expenses incurred, and net operating 
income for return on investment; (2) a n income statement for 
a recent representative period; and (3) working papers and 
supporting data for t he above. As a result of these 
omissions and of the totallj prospective nature of the 
application, it was impossible, .2.Q initio, for the 
commission and/or Public Staff to conduc t an investigation 
of the Company's o perations - especially, since the Company 
lacked proper books and records of its past operations. 
Under these circumstances, the Ccomission concludes that the 
Company's application should be treated as a request for 
interim and/or emergency relief and s hould te very carefully 
SCLUtinized. 

The Company at the hearin g did present operating re sults 
for the first five and six months' operation s. While this 
information was helpful to the Commission in reaching its 
decision. i t  does not provide the certainty, accuracy, or 
normality that a full years• crerating results would have 
provided. This is true, a fortigri, considering that the 
company dur-ing this rericd 11as in the proc ess of 
reorganization after the bankruFtcy. As such, fairness to 
the company's ratP.payers r equires that such information be 
viewed very critically in deterwining the fair rate of 
return to he awarded based on this tentative data. 

Another factor to be considered in determining the fair 
rate of return i s  the Comi:any•s cai:ital structure. ·Witness 
Daniel in his testimony pointed 9ut that the company is  very 
thinly capitali2ed with only $6,000 of equity capital for an 
investment which reguired tctal capital of $122,000. The 
Company's debt of $119,052 on which interest is being 
charged has more of the characteristics of equity than o f  
debt in that this debt is to stcckhclders and is so very 
large. The interest being paid en this debt, thusly, is in 
the nature of a return en equity. Noting that a 12'J. cost of 
debt must represent an acceptable return to the debt owner 
who is also a stcckhclder, and agreeing that. the debt has 
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many of the characteristics of equity capital in that the 
debt bolder is a major stcckhcldet and that the embedded 
cost of the debt is high (12�), the Commission concludes 
that a 12.96% rate of return ba�ed an the treatment of the 
high interest stockholder loan as debt is not unreasonable. 
The Commission's determination of fair rate of return should 
thusly be lover than if this large stockholder debt was not 
present. 

Based on the ccmmissicn's analysis, as presented above, 
and on the testimony r:resented at the hearing, the 
Commission concludes that a fair reasonatle rate of return 
for the Company to earn is 12.96% and that total operating 
revenues of $91,096 will he required to produce this rate of 
return. 

The commission concludes that a water rate structure of a 
$5.50 minimum charge Fer month tc include the first 3,000 
qallons plus $j.OO per J,000 gallons for all consumption 
over 3,000 gallons will produce $62,716 in annual revenues 
and that a flat rate sewer charge of $11-00 per month will 
produce $28,380 in annual revenues. The to tal annual 
r evenues for water and sewer based on these rates would thus 
equal $91,096. 

The following chart summarize� the gross revenues and rate 
of return which the Company should have a reasonable 
opportunity to achieve based upon the partial rate increase 
approved herein.. such chart ir.ccrForated the findings, 
adjustments and conclusions herein made by the Commission. 
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HECKLENEUliG UTILITIES, INC. 

STATEMENT OE EETURN 

Ftesent 
Rates 

--(2)-

f. Net Operating Revenues

2. Operating Be venue Deductions:
3. Salaries 23,660 
4. Office Rent I ,800 
5. Telephone and Answering

Service 930 
6. Power 12,901 
7. Heter Reading I, 886 
8. Postage 989 
9. Testing for sewer 3,780 

I o. Insurance I, ooo 

I I• Printing and Office supplies 578 
I 2. Repairs I ,850 
I 3. Maintenance 2,978 
I 4. Water Fees to State 448 
I 5. Truck Ei:pense I ,500 
I 6. Miscellaneous I, 200 
(7. Payroll Taxes 2, (29 
I 8. Property Taxes I ,858 
I 9. Consulting and Management 5,000 
20. Depreciation - System 4 ,.833 
21- Depreciation - Equipment f. ,285
22. Legal and Accounting 1,800
23. Franchise Tax 2,800
24. Income Taxes - State
2 5. Income Taxes - Federal
26. Allocation of EXFenses to

south Carolina ___ J829) 
21. Total Revenue Deductions --�.L1I�
2 8. Net Operating Income (Loss)

for Retucn ! 14,380)
======== 

Approved 
ill!!§� Rat� 

(3) (4) 

23,660 
I ,BOO 

930 
I 2 ,90 I 

I ,886 
989 

3,780 
I ,ooo 

578 
I ,850 
2,978 

448 
I ,500 
I ,200 
2,129 
I ,ass 
5,000 
4,833 
I ,285 
I ,800 

844 3 ,. 644 
182 182 
57 0 570 

__ J!!.?.2) 
_L.22§. _ 75 ,97.� 

$19,504 $ 15,124 
======= =======-= 
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29. 
30. 

31. 
32. 
33. 
34. 
3 5. 
36. 

37. 

38. 

39. 
40. 
4 I. 

WATEB AND SEWER 

Ori:.gj,_nal Cost_Net Investment 
Water and sever Plant in service: 

Water S 61,250 
sewer _ _.21,926 

Total 121,176 
Eguipment --�«000 
Total Plant in service 127,J 76 
Less: Portion Allocated to 

south Carolina !D,830 
Plant in Service Allocated 

to North Carolina 116 ,- 346 
Less: Allowance for Depreciation 
water 2,773 
sewer 2,060 
Equipment __ _j_,285 

Total _ _§.J_Ll! 
Net Plant in Service -11.Q, 228 
Allowance for Worki ng Capital __ �Lru 
Total original cost Net 

Investment $116,659 
======== 

42. Return on Original Cost Net
In vestment (3. 75�) 

$ 61,250 
59. 926

121, I 76 
6,000 

127,176 

10,830 

I 16,346 

2,773 
2,060 
1,285 

_-2.Lill! 
, IJ0,228 

6,431 

$116,659 
======= 

12-96% 
======= 

EVIDENCE AND CONCLUSIONS FOE. IINDING OF FACT NO. 22 

Testimony by numerous public �itnesses referred to various 
service complaints ranging from lcw p ressure and discolored 
wat er to the lack of a coumunity swimming pool. The 
Commission understands that much of the customer 
dissatisfaction arose from unresolved problems with the 
previous owner who was also the developer for these 
subdivisions. It is, however, expected of the Ap plicant 
that the water and sewer utility �ervice be improved to an 
acceptable level. The testimony in this proceeding 
indicated problems existing 1iith water pressure, water 
outages, and meter reading. Therefore, steps need to be 
m ade to assure adequate water Fressure at all times to all 
c ustomers' service connections. Also, necessary maintenance 
should be implemented to reduce the number of outages 
experienced by the customers. Einally, careful examination 
of the meter reading fractices should be made. Lack of 
consumer confidence regarding meter reading can only serve 
to create mistrust and further dissatisfaction in the 
service. 

IT IS. THEREFORE, ORDERED a s  follovs: 

1. That the schedule of Rates attached 
Appendix A be, and is hereby, approved and 
Schedule of Rates be, and is herety, deemed to be 
the com�ission pursuant to G.S. 62-138. 

hereto as 
that this 
filed with 
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2. That the Schedule of Rates attached hereto be, and is
hereby, authorized to become effective for water and sever 
service furnished on and after November I, (977. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 31st day of October, 1977. 

(SRH) 
NORTH CAFOlINA UTILITIES COMHISSIOH 
Katherine M. Peele, Chief Clerk 

APPENDIX 11A 11 

DOCKET NO. W-617, SOB I 
MECKLENBURG UTILITIES, INC. 

UL SER VICE AREAS 

WATER AN� SEWER FATE SCHEDULE 

METERED RATES: (Residential Service) 

Water: Up to first 3,000 gallons per month - $5.50 
minimum 

All over 3,000 gallons per month - s1.oo per 
I, 000 gallons 

FLAT RATE: (Residential Service) sewer: $11-00 per month. 

CONNECTION CHARGES: 

$297.50 for lots where no tap fee has ever been collected. 
$100.00 meter charge (not applicable to lots paying 

$297.50 tap fee). 

RECONNECTION CHARGES: 

If vater service cut off by utility for good cause 
(NCUC Rule B7-20f): $ 4.00 

If water service di sc on tin ued at customer•s request 
(NCUC 

If sewer service cut off by 
(NCUC 

BIL1.§_fil!�: On billing date .. 

Rule R7-20g): $ 2.00 
utility for good cause 

Eule BI0-16f): $15-00 

!!llt.LfA2LQ[]: Fifteen (15) days after billing date. 

BILLIN!L_l.!m.Q�illX: Shall be monthly, for service in arrears. 

FINANCE CHARGES FOR_LATE FAYftENT: 

I% per month will be applied to the unpaid balance of all 
bills still past due tventy-five (25) days after bi.lling 
date .. 

ISSUED IN ACCORDANCE WITH 
CAROLINA UTILITIES COtlHISSIOH 
OCTOBER 3fst, 1977. 

AUTHORITY GRANTED BY THE NORTH 
Iti DOCKET NO. R-617, SUB I ON 
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DCCKET NO .. W-263, SUB 3 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Application by L. A. Beynolds Industrial ) 
District, T/A Seven Devils Reso:rt, Post Office ) RECOHKENDED 
Box 427, Boone, North Carolina, fer Authority ) ORDER 
to .Iner Ease Rates for Water Utility Service in ) INCREASING 
Seven Devils Resort, Watauga and Avery ) RATES 
Counties, North Carolina ) 

HEARD IN: 

BEFORE: 

APPEARANCES: 

Watauga county Ccurthouse, Boone, 
Carolina, en septenbet 15, 1977 

North 

Commissioner Robert 
commissioners Tenney 
Winters 

Fischbach, Presiding; and 
I. Deane• and John w. 

Par the Applicant: 

Willia� S. Mitchell, Eooe, Mitchell, Goodson 
and Shugart, P. o. Box 1237, Winston-Salem, 
North Carolina 271 02 

For the Public S taff: 

Paul 
991, 
For: 

L.. Lassiter • 
Raleigh, North 
Th·e Using and 

Staff Attorney, 
Carolina 27602 
Consuming Public 

P. o. Box

BY THE COMMISSION: On January I, 1977, Wade W. Phillips, 
Trustee in Bankruptcy of L .. A. EeJnolds Industrial District, 
Inc., filed an application seeking authority to increase 
rates for water utility service in the Seven Devils Resort 
Development in Watauga and Avery Counties, North Carolina. 

By Order issued Janu ary 18, 1977, the matter was de'clared 
to be a general rate case, the Frcposed rates were suspended 
for up to 270 days , and the Applicant was reguired to give 
public notice specifying tha t u�less protests were received 
concerning the proposed rates, the matter would be 
determined without public hearing. Public n otice was given 
a s  required by the commission, and customer protests were 
received. 

By Order issued August 26, 1577, the matter va s scheduled 
for public hearing, and the Applicant vas required to give 
public notice of the hearings. Public Notice vas .given as 
reguired by the Commission, and the hearing was convened at 
the scheduled time and place. Wade w. Phillips, Trustee in 
Bankruptcy; David B urke, CPA; Barbara Presnell, Bookkeeper; 
and Charles Tomlinson, General Manager of Seven Devils, 
testified at the hearing en behalf of the Applicant. Jana 
K. Hemric, Staff Accountant, and Richard V. Seekamp, Staff 
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Utilities Commission 
the hearing. 
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on behalf of 
Public Staff. 
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the North Carolina 
No customers appeared at 

Based upon 
offered at the 
and records 
following 

the fcregcing, 
bearing, and the 

in this matter, 

the testimony 
Commission •s 

the Commission 

and exhibits 
en tire files 
now makes the 

FINDINGS OF FACT 

I. That L. A. Reynolds Industrial District, .Inc., holds 
a franchise granted by the Ncrth Carolina Utilities 
Commission to furnish water service in the Seven Devils 
Resort and that the rates approved by the commission prior 
to the present application are $5.00 per month for 
residential customers and $15.00 per month for the motel 
restaurant. 

2. That Wade W. Phillips cperates the L. A. Reynolds 
Inc., �ater system as trustee in 

corporation and proposes to increase 
services to $15.00 per month for 

and $45.00 per month for the motel 
tap on fees for new connections from 

Industrial District, 
bankruptcy for the 
rates for the water 
residential customers 
restaurant and to raise 
$100.00 to $125.00. 

J. That the original cost of water plant
the end of the test period, which vas 12 
December 31, 1976, was $j80,q65. 

in service at 
months ended 

4. That to the original cost figure of $180,465 is added 
the cash working capital of $(,587 to produce a total 
investment of $181,952. 

5. That the accumulated depreciation of $30,850 and the 
contributed property of $3,552, or a total of $Jq ,402, are 
subtracted from the total investment of $181,952 to produce 
a net investment of $(47,550. 

6. That the A.p,plicant's revenues 
its present rates for the test 
adjustments, were $7,233. 

for water service under 
period, after Staff 

7. That the Applicant votild have collected $20,9(3 in 
revenues under its proposed rates. 

8. That the ApFlicant•s operating expenses for the test 
period, after staff adjustu.ents, tctaled $17,987. 

9. That, had the Applicant's proposed rates been in
effect during the test period, the Applicant's total 
operating expenses would have totaled $18,713. 

10. That, under the Applicant's fresent rates, the test 
period operating ratio for the 11ater system was 248.681. 



792 WATER AND SEWER 

11. That under the A.pplicant 1s proposed rates, the test
period operating ratio for the water system would have been 
89.48%. 

12. That the exist ing plant is excessive to serve the
present number of customers and that $72,293 is subtracted 
from the original cost net investment of $147,550 in order 
to eliminate excess plant attributable to transmiss'ion and 
distribution mains, leaving an original cost net investment 
of vater plant in service of $75,351. 

I 3. That the a·mount of depreciation expense should be 
reduced from $5,718 to $3,347, due to the excessive plant 
and that total operating exp'e�ses for the test period, after 
removing excess plant, would be $15,616. 

I 4. That under the schedule of rates approved herein the 
ope rating ratio will be 90. 19J, which is just and 
reasonable. 

EVIDENCE AND CONCLUSIONS FOB FINDINGS OF FACT NOS. I AND 2 

These findings are based on the official records of the 
Commis sion and on the vet:'ified application of the Applicant. 

EVIDENCE AND CONCLUSIONS FCR FINDING OF FACT NO. 3 

The evide nce for this fiDding is contained in the 
testimony of Public Staff witness Hemric and the �ffidavit 
of Wade W. Phillips, which is a pact of .the off icial 
Commission file. Public Staff witness Hemric presented 
$187,465 as water plant in service in her testimony. This 
amount contained $36,676 classified as Construction Work in 
Progt:"e ss on the Company books. At the hearlng, the guestion 
arose as to whether this amount lias actually in service .. 
company witness Fhillips addrEss ed this issue in his 
Affidavit, stating that $29,676 of the amount classified as 
Construction Wo:ck in Prog:cess was in service and that $7,000 
had not yet been placed into service. By subtracting $7,000 
from the $187,465 presented by the Public Staff, the 
commis sion c oncludes that water plant in service is 
$180,465. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. q 

The evidence for this finding cf fact is c ontained in the 
testimony of Public Staff witness Hemric and the Affidavit 
of wade w. Phillips. The inclusion of additional operation 
and maintenance expense based on Company witness Phillips' 
Affidavit in determining the cash requirement will be 
explained in detail in the Evidence and conclusions for 
Firiding of Fact No. 9. 

EVIDENCE AND CONCLUSIONS EOR FINDING OF FACT NO. 5 

The evidence for this finding 
Exhibit No. q filed by the CompaDJ' 

of fact is contained in 
and the testimony and 
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�xhibits of Public Staff witness Hemric. Public Staff 
witness Hemric included $26,961 as ac cumulated depre ciation 
in her testi�ony and exhibits. Fublic staff witness Hemric 
allowed the same am ount of depreciation, $3,773, for {975 
and 1976 as was allowed in 19'74, which was the last year 
depreciation was recorded on the company books. The Company 
presented $5,718 as the depreciation expense to be recorded 
in both 1975 and I 976. This amount produces a composite 
depreciation rate of 3.23%, which is reasonable. By adding 
$11,ijJ6 ($5,718 for 1975 and $5,718 for 1976) of 

depreciation expense to accumulated depreciation of $19,414, 
the balance at the end of 1974, the accumu1ated depreciation 
becomes $30,850 at the en d of the test year . The Commission 
concludes that this is the prcper amount of accumulated 
depreciation. 

Public Staff witness Hemric prese nted $3,552 as the amount 
of contributed property to be deducted from the rate base. 
This amount was also presented in Applicant's Exhibit 4. 
The Conmissicn concludes that $3,552 is the proper amount of 
contribu ted property. 

EVIDENCE AND CONCLUSIONS !OR FINDING OF FACT NO. 6 

The evidence for this find ing of fact can te found in the 
testimony and exhibits cf Public Staff witness Hemric. 
Although Applicant's Exhibit No. 4 presents $7,373 as test 
year revenues, the d ifference of $J40 between the 
Applicant•s Exhibit Ne. 4 and the testimony and exhibits of 
Public Staff wit ness Hemric is deemed to te immaterial. 
Therefore, the Commissicn concludes that the revenues for 
water service under present rates are $7,233. 

EVIDENCE AND CCNCLUSIONS FOE FINDING OF F�CT NO. 7 

Both Public staff witness Hemric1s exhibits and tes timony 
and the Applicant's Exhibit No. 4 presented $13,680 as the 
gross revenue increase under prcpcsed rates. Based on the 
Evidence and Conclusions for Finding of Fact No. 7, the 
Commission concludes that the revenues under proposed rates 
would be $20,913. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 8 

Public Staff witness Hem ric presente d $10,909 as the 
amount of operating expenses incurred during the test 
period. Of this amount, $ij,156 was included as electric 
expense for r;umps. At the hearing, th e Company disputed the 
amount allowed as electric expense, stating that the proper 
amount was $5,380. The company introduced Applican t  Is 
Exhibit No. 5, total company power bills f or the test year, 
to support its contention. Upon examination of Applicant's 
Exhibit No. S, · it was learned that bill separations 
supporting the $(,224 difference were not included. The 
bill separations designated as expense for utility 
operations supported Public Staff witness Bemric's amount of 
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$4.,JS6. Therefore, the commissicn concludes that $4,156 is 
the proper amount of electric expense to be allowed. 

The $1 O ,909 of operating expenses presented by Publ.ic 
Staff witness Hemric included $379 for repairs and 
maintenance wages and $357 of repairs to plant. The Company 
stated that during the test per:iod these amounts were 
understated due to lack of funds available to incur such 
expenses. The Company also presented operating data for 
prior years to shov the ,amount cf e�pense incurred for these 
items. The Company subsequently submitted operating data 
for the eight months ended August 31, 1977. Salaries and 
wages for that peciod of time totaled $2,439, and re pairs 
and maintenance amounted to $1,807.. By annualizing these 
a mounts, salaries and wages beccme $3,659 and repairs and 
maintenance $2, 711- ihe Commission concludes that these 
amounts are representative of a normal operating level of 
the water system and should be included as part of the 
opera ting expenses. 

The difference in depreciation exFense as presented by the 
Company and Public Staff witness Hemric was addressed in the 
Evidence and conclusions for Finding of Fact No. 5. The 
Commission concludes that the Ftcper depreciation expense 
for the period is $5,116, before any adjustment for excess 
pl3.Il t. 

The remaining operating ex�enses presented ty Public Staff 
witness Hemric were uncontested by the Company. The 
Commission therefore concludes that operating �xpenses for 
the test period were $17,987. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 9 

The evidence for this finding of fact is that the 
additional expenses (State and federal income ta ices) 
associated with the proposed increase are functions of the 
net op erating loss cf the test Feticd added to the gross 
revenue increase and �ultiplied by the appropriate tax 
rates. The Commission concludes that, had the proposed 
rates been in effect during the test period, operating 
expenses would have tctaied $18,713. 

EVIDENCE AND CONCLUSIONS FOi\ FINDING OF FACT NO. 10 

Based on the Conclusion s for Findings of Fact No. 6 and 
No. 8, the Commission concludes that the operating ratio 
under present rates for the water system is 248.681. 

EVIDENCE AND CONCLUSIONS FOB FINDING OF FACT NO. 11 

Based on the Conclusions for Findings of Fact No. 7 and 
No. 9, the Co�mission concludes that the operating ratio 
under proposed ra tes fat the 1i1atei: system would be 89.48%. 
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EVIDENCE AND CONCLUSIONS FOB FINDING OF FACT NO. 12 

Public Staff witness Seekanp presented a study showing 
that the water system was installed t o  serve 360 lots at a 
time when it did not have enough actual customers to support 
such a large capital exFansicn program. Under Commission 
Rule R7-16 regarding extension of mains the utiJ.ity company 
could have required the developer of the 360 lots to advance 
the funds necessary for construction of the water system, 
and, thus, the utility compan y need only have reimbursed the 
developer for such advanced funds as each of the t (2 present 
customers was added to the water system. This would have 
reduced the actual investment in the water system by the 
utility co mpany to an amount mere consistent with the fair 
share of the total investment being borne by the present 
customers. The Commission concludes that an excess plant 
adjustment is warranted. 

This adjustment is ccmputed ty removing from the total 
investment in mains of $139,801 two-thirds of the investment 
or $93, 247 and by removing accumul ated depreciation of 
$9,896 applicable to such excessive mains. The $139,801 
investment in mains is arrivEd at by adding to the 
investment in mains of $f 10,125 on the Company books, the 
$29,676 of mains classified as ccnstruction vcrk in progress 
in company records but actually in service according t o  the 
Affidavit of Company witness Phillips. T�o-thirds of the 
total investment in mains is removed, based on the testimony 
of Public Staff witness Seekamp, leaving an investment in 
vater plant in service used and useful tc the present 
customers of $87,218. The corresponding accumulated 
depreciation applicable to excessive mains is removed by 
reducing the depreciation aFFlicable to the mains each year 
of the plant's existence by two-thirds. Accumulated 
deprecia.t ion, follcwing this adjustment, is $9,896. The 
Commission concludes that the criginal cost net investment 
a t  the end of the test period, after adding cash 
requirements of $J,587 to water pla nt in service of $87,218 
and subtracting accumulated depreciation of $9,896 and 
contributed property of $3,552, is $75,351. 

EVIDENCE AND CONCLUSIONS fOB IINDING OF FACT NO. 13 

Based on the Evidence and Conclusions fer Finding of Pact 
No. 12, the Commission concludes that depreciaticn expense 
applicable to the excess plant shculd be eliminated and that 
the proper depreciation expense for these purposes is 
$3,347, vith total operating expenses for the test period 
being $15,6 J 6. 

EVIDENCE AND CONCLUSIONS FOii lINDlNG OF FACT NO. 14 

The Applicant did net regue::t that its rates be fixed 
un-Jer G.S. 62-133 (b). The Cou:mis sion must, therefore, 
determine. whether rates shculd be fixed on the rate base 
method or on the operating ratio method. Since the 
Applicant is in hankruFtcy and as a result is not in the 
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capital attraction market, the co,mission concludes that the 
operating ratio method should be used to determine ra tes 
that a re just and reasonable i n  this case. 

Base d on the record herein, the Commission concludes that 
an operating ratio of approximately 91% is fair and 
reasonable. This conclusion is based on and limited to the 
unique and exigent circumstances of the case. From all 
accounts the Company is in severe financial strait s and may 
be forced 'by the federal bankrui:tcy judge to cease water 
operations if the cash flow from the water operations is not 
improved. The company's present cash flow probl ems, 
however, are inextricabl.y related to the Company•.s having 
made excess investment in the past that now must be P.aid for 
by present cash flow dcllai:s. If the commission awards what 
would normally be a p roper operating ratio, the company may 
be forced to cease i ts ope raticns enti rely. Paced vith a 
Hobson•s ch oice , the Commission is forced i�to approving an 
operating ratio which is higher than vonld be fair and 
re asonable absent such unusual circumstances. The 
Commission is, out of  necessity, being generous to the 
Company in two respects: (I) by the award of a lower than 
normal ope rating ratio; and (2) by the liberal allowance of 
c ertain expenses making up that operating ratio. 

The co mmis sion concludes that the schedule of rates listed 
i n  Appendix "l.11 will generate annual operating revenues of 
$(7,796 and that the related operating expenses would be 
$16,157 under such rates. This �reduces an operating ratio 
of 90. 79'% vhi ch the Co mmissicD concludes to be fair and 
reasonable under the circumstances. The commission further 
concludes that the schedule of rates listed in Appendix 11 A 11 

should be approved as being fair and reasonable. 

IT IS, THEREFORE, ORDE5ED AS EOLLOWS: 

I. That the Schedule of Rates attached 
Appendix 11 A 11 be, and i s  hereby, approved and 
schedule of ra tes be, and is herety, deemEd to be 
the Comaission pursuant to G.S. 62-138. 

hereto as 
that this 
filed with 

2. That the schedule of Rate� attached hereto be, and is
hereby, authorize d to, become effective for water service 
furnished on and after November I, 1977. 

ISSUED BY ORDER OF THE COMMISSION. 
Thi s the 1st day of November, J977. 

(SE�L) 
NORTH CAFOLINA UTILITIES COMMISSION 
Katherine H. Peele, Chief Clerk 

•Deane, Commissioner, not participating.
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L. A. REYNOLDS' INDDS''IRIAL DISTRICT, INC.
Seven Devils Resort in Watauga and Avery Counties 

WATER BATE SCl:.IDULE 

l1fil_!!.!TE: (Residential service - Including condominiums, 
Cottages, Each Hotel Inn Boom): 

Each Residence - $13.50 per month 

E.1!!.._RA.T�: (Commercial Service - Restaurant): 

Each Commercial customer - $40.00 per month 

CONNECTION CHA'RGE: $)25.00 taf-OD fee .. 

RECONNECTION CHARGES: 

If water service cut off by utility for good cause 
(NCUC Rule R7-20f): $4.00 

If water service discontinued at customer's request 
(NCUC Rule R7-20g): $2.00 

Bih�LDY�: On billing date. 

fi.IL1.li.._PA�!_Q!!j: Thirty (30) days a_fter billing date. 

�ILLTNg: Shall be quarterly, for service in arrears. 

ISSUED 
CAROLINA 
NOVEMBER 

IN ACCORDANCE WITH 
UTILITIES COMMISSION 
I, 1977. 

ADTBORITY GRANTED BY THE NORTH 
IN DOCKET NO .. W-263, SUB 3, ON 

DCCKET NO. w-�o I, SUB I 6

BEFORE THE NORTH CAROLINA □TILI'IIES COMMISSION 

In the Hatter of 
Application by w. E. Caviness, d/t/a Touch and 
Flow Water System, 118 Popla:r Street, 
Jacksonville, North Carolina, for Authority to 
Increase Rates for Water Utility Service i� 
Col onial Heights an'd Royal Ac1:es in Wake 
county, and Tulls Bay Colony in cur1:ituck 
county, North Carolina 

RECO!'IP!ENDED 
ORDER 
GRANTING 
PARTIAL 
RATE 
INCREASE 

HEA..RD IN: The Litra1:y of the 
One west norgan 
Carolina, on Harch 

Ccfflmission, 
Street, 

3, I 977 

Ruffin Building, 
Baleigh, North 

BEFORE: Chairman Tenney I .. Deane, Hearing Commissioner 



798 Iii' ATIR AND SE'iiKR 

APPEARANCES: 

For the Applic ant: 

w. E. Caviness, 
System, 118 Poplar 
Cai:olina 
For Himself 

d;b/a Touc h and Flow Hater 
street, Jacksonville, North 

For the Commissicn Staff: 

Dwight �- Allen, A�sistant commission Attorney, 
North Carolina Utilities commission, P. O. Box 
991, Raleigh, North Carolina 27602 

DEANE, REARING COHHISSIOHER: On November 15, (976, W. E. 
Caviness, d/b/a Touch and Flow Water System (hereinafter 
Applicant or Caviness) filed an Application with the 
Commiss ion seeking authcrity tc increase its rates for water 
utility service in its service areas i n  Wake County and 
Currituck County, North Carolina. 

By Oi:der issued November 26, 1976, the Commission declared 
tha matter to be a general rate case, s uspended the p roposed 
rates, scheduled a public hearing for March 3, !977, a nd 
reguired Applicant to give public n otice. 

Following public notice, bearing was held as scheduled. 

Prior to hearing, a letter of protest was received from 
Willis Price and Evelyn Price, rrcperty oMners in Tulls Bay 
Colony, Currituck County, North Carolin a. 

W. E. Caviness appeared at hearing and testi fied in his• 
own behalf. No other witnesses vere offered by Applicant. 

The Commission Staff of fered the testimony of Jesse Kent, 
Staff Accountant, and Harold Aiken, Staff Engineer. 

The following customers of ApElicant appeared at bearing 
and offered testimony as FUblic iitnesses: Howard c. Casey, 
Betty White, Edward Young Reavis, Johnny L. Rhue, Linda 
Jeffries, N .. T. Robeson and Tot! Ailkerson. 

Based upon 
record as a 
following 

the foregcing, the �erified application and the 
whole, the Hearing Commissioner makes the 

FINDINGS OF FACT 

1- Appli cant is a cer tificated public utility operating
in the state of North carclina and subjec t to th e 
jurisdiction of this Commission. 

2. Applicant has filed an Afplication for authority to 
inc rease rates for water utilitJ se�vice in its service area 
as follows: 
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COLONIAL HEIGHTS & ROYAL ACRES

J:!ete�Q Ratg (Residential service): 

0-3,000 ga1. per month, minimum charge
All over 3,000 gal. per month, per

1,000 gal. 

flat� (Residential Service)� 

Monthly rate 

TULLS BAY COLONY 

l'tetered Rate (Residential Service): 

O-J,000 gal. per month, mi nimum charge
Next 12,000 gal. per month, per 1,000 gal.
All over JS,000 gal. per month, per

I , 000 gal .. 

El�L!!�te (Residential Service) : 

Monthly Rate 

799 

�n! ]reposed 

$4.50 

$ .65 

$4.50 

$4. 50 
$ I .oo 

$ • 90 

$4.50 

$8.50 

$1 .25 

$8.50 

$8.50 
$1 .25 

$ I .25 

$8.50 

3.. That Applicant's gross operating revenues for the 12 
months ending De cember 31, 1976, fer books adjusted, were 
$ I I ,6 I I •

4. That Applicant would have collected 
oper ating revenues under ptopcsed rates 
period or an increase of $9,668. 

$21,219 in gross 
during the test 

5. That Applicant• s opera ting
rates as adjusted by the Staff for 
$1 I ,472. 

expenses un der present 
the test period were 

6. That Applicant• s operating expenses during the test
period under its proposed rates �culd have been $13,870. 

7. That operating expenses under present rates of 
$fl ,472 divided by gross operating r evenues und er p resent 
rates of $11,61 I prcduces an OFei:ating ratio of 98.80�. 

a. That operating expenses under proposed rates of
$13,870 d ivided by gross operating revenues under p roposed 
r ates of $21,279 produces an operating ratio of 65.j8%. 

9. That the
Applica n t  is 
i11prove11ent. 

quality of water utility service provided by 
adequate although certain areas need 

IO. That Applicant bas overcharged some of its customers 
on tap-on fees and connection fees. 
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If. That Applicant is entitled to increase its rates in 
order to c ollect $1,404 in a dditional gross revenues. These 
additional revenues will produce an operating ratio of 
91. 14% which is just and reasonable.

12. That the rates proposed by Applicant will produce
revenues in excess of those approved herein and are not ju.st 
and reasonable. The proFer rates to be charged by Caviness 
are those contained in Ap�endi� A attached hereto . 

13. That Applicant has failed to carry the burden of 
proof to show a need fo r increased connection charges. 

EVIDENCE AND CONCLUSIONS fOB FlRtlNGS OF fACT NOS. I AND 2 

are based on 
Application in 

nat.ure and reguire 

The findings 
including the 
procedural in 

the commission's records, 
this docke t. They are 
no further discussion. 

EVIDENCE AND CONCLUSIONS FOR FlNIINGS OF FACT NOS. 3 AND 4 

The evidence fox t hese fiDdings is contained in the 
testimony of staff Accountant Kent. Applicant offered no 
accounting testimony either in EUfport of the Application or 
in rebuttal to Witness Kent. 

The gross operating revenues before the proposed increase 
of $11,611 appears on Kent Exhibit I, Schedules I and 3. 
Thi s is the per book figure and the Hearing Commissioner 
concludes that it accurately reFresents t�e gross operating 
revenues of Applicant for the 12 months ended December 31, 
I 976. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 5 AND 6 

Since Applicant offered no accounting testiiilony, the 
evidence for these findings also is found in the testimony 
of Ritness Kent. 'Ihe operating expenses claimed on 
Applicant's books, and which appears on Kent Exhibit I, 
Schedule 3, total $2ll,3QI, including $3,253 for 
depreciation. Witness Kent made significant adjustments to 
this figure. Although App1icant did not contest these 
adjustments at the hearing, the Hearing commissioner 
concludes that said adjus tments warrant full review in this 
Order. 

These adjustments are outlined in Kent Exhibit I, Schedule 
3-1, and can be summarized as follo ws:



( I) 

( 2) 

( 3) 
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Deci:-ease in expenses foi:- ccst of labor due 
to overstated charges foe one maintenance 
employee, a bookkeeper and a secretary 

Decrease in opecating expenses due to excess 
charges for repairs made by Caviness 
Plumbing company 

Decrease expenses for excess rental charges 
for office space 

(4) Eli minate court costs for a traffic
violation

(5) Decrease opera ting expenses for items
recocded ducing the test period which
should be charged to capital expenditures

( 6) Decrease depreciation ex-�ense using Staff
composite rate of 3.51

(7) Increase expenses to allow for State income
taxes

( 8) Increase expenses tc allcv fer Federal
incoma taxes

The net effect of these adjustments is to reduce 
expenses of $24,341 by $12,869, resulting in 
expenses bafoce the proposed increase of $11,472. 

80 I 

$(3,000) 

$(1,581) 

$(2,100) 

$ (30) 

$(3,642) 

$ (2,562) 

$ 11 

$ 35 

oper ating 
allowable 

The operating expenses after the proposed increase of 
$13,870 contained in Finding of Fact No. 6 are ba sed on Kent 
Exhibit I, Sch edule 3-2. This figure is derived by a dding 
increased tax expenses of $2,398 to the expenses of $11,472 
which existed prior to the proFcsed increases. 

The Rearing Comrrissioner nctes that Applic ant did not 
con test the adjustments made by Witness Kent and concludes 
t ha\ they are just and reasonable. 

EVIDENCE AND CONCLUSIONS FOB FINDINGS OF FACT NOS. 7 AND 8 

In setting rates 
Commissioner adopts the 
by G.S. 62-133.1-

in this proceeding, the Hearing 
operating ratio formula authorized 

Thus computed, the operating ratios for Applicant during 
the 12 months ending December 31, J976, the test year, are 
as follows: 
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operating expenses 

operating revenues 

( I) Under existing rates:

$1 I ,472 
------- ; 98.80� 
$11,611 

(2) Under proposed rates:

$13,870 

$21,279 
65. 18% 

opei;ating ratio 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF PACT NOS. 9 AND 10 

The evidence for this finding is found in the testimony of 
W. E. Cavine ss, the testimony of Staff Witness Harold Aiken 
and the testimony of the public witnesses. While the 
Hearing Commissioner finds and concludes that the overall 
level of service is adeguate, there are various pr oblems 
associated vith the oierations cf Applicant which must be 
improved. 

Witness Aiken, in discussing Applica nt's operations at 
Colonial Heights, noted specifically that his inspection of 
that area revealed that some electric wires are exposed and 
that a pumphouse was in need of repair. The exposed 
electrical viring creates a po tentially dangerous situation 
and the Hearing Commissioner concludes and directs that it 
should he corrected immediately. 

Since the poor condition of the pumphouse does not 
represent a potential danger, the He aring Commissioner is 
not directing that it be re�aired. However, it is noted 
that the customers in Colonial Heights have invested 
significant sums of money in their homes and it is hoped 
that Applicant will improve the condition of the pumphouse 
so that it will nc longer he an embarrassment to •his 
customers. 

The Hearing commissioner nctes the appearances of the 
following public witnesses: Ho�ard C. Casey, Betty White, 
Edward Young Reavis, Johnny L. Ehue, Linda Jeffries, N. T. 
Robeson and Tom C. Wilkerscn. The public witnesses 
testified concerning various F�Cblems they had experienced 
with their water utility service. The problems included the 
following: 
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(I) service interrurtion.s 1,:ithout prior notice of the 
interruptions.

(2) Inability to reach Caviness when service repairs are
needed. 

(3) No local phone number included on the billing 
statement. 

(4) Irregulai:-ities in billing p:·ocedures.

While the public witnesses xecognized the existence of 
these problems, the overall thrust of their testimo ny is

that the water utility service is �deguate. In fact, all 
the public witness es conceded that Applicant deserved a 
modera te rate increase but felt the increases prop osed by 
Applicant are excessive. 

The Hearing Commissi oner n otes specifically the testimony 
of Public Witness Linda .Jeffries regarding a $300 tap-on fee 
p aid to Caviness. Witness Caviness acknowledged receipt of 
this payment in h is own testimony. The Hearing commissioner 
concludes that the tap-on fee exceeded the authorized t ap-on 
fee by $100 and t�at said StOO should be refunde d by 
Applicant t o  Witness Jeffries at 5904 Headovbrook Road, 
Raleigh, North Carolina. 

Additionally, the Hearing Commissioner calls attenti on to 
Cavine ss Cross-Examination Exhitit 2 which Caviness conceded 
v as a list of service charges �aid by certa in residents of 
Tolls Bay Colony and Colonial Heights and the dates when 
these amounts were pai d. Sine� the Commission has approved 
only a $JO connection fee, the Hearing Commissioner 
concludes that the sums indicated below should be refunded 
to the individuals indicated: 

TULLS EAY CCLCNY 

I • 8-76 Brink $10-00 
2. 3-76 Dool and 3.50 
3. 1-77 Ellis IO. 00 
4. 6-76 Edwards 3.50 
5. 8-76 Fox Io. oo 
6. 4-76 Forehand 3. 50
7. I 0-76 Giles I 0.00 
8. 5-76 Bicharason 3. 50
9. 1-11 Hollcvay I o.oo 

IO. 12-76 Keel Io. oo 
II • 9-76 Novach 10.00 
I 2. 8-76 Leise 10.00 
I 3. 6-76 HcCoy 10.00 
I 4. I 2-76 Horrisctte 10.00 
I 5. 7-76 Leuse I 0.00 
16- 6-76 tto r eau 10.00 
17. 4-76 story 3.50 
l 8. 8-76 Thurston I o.oo 
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It is noted that the above sums are relatively small and 
they may be refunded by crediting the customers• bills vith 
the amounts indicated. 

EVIDENCE AND CONCLUSIONS EOR EINDINGS OF FACT NOS. II AND 12 

The record shows that the ApElicant had for the test year 
a high operating ratio of 98.ao, under existing rates. The 
Hearing Commissioner is of the opinion that an operating 
ratio in the range of 921 is j�st and reasonable in the 
instant case. The rates approved herein are designed to 
produce additional ann_ual revenues of $(,4011 or total annUal 
revenues of $13.015- Operating revenue deductions Under the 
a pproved rates are $1(,862. The operating ratio is as 
foll.ovs: 

$JJ,862 

$13,015 

Given efficient management. the revenues received from the 
increased rates should be sufficient to allow Applicant to 
maintain the system in proper operating condition and to 
continue to render adequate ser1ice to its customers. 

The Hearing Commissioner �ishes to note that this 
proceeding has caused the Commission considerable concern. 
The instant proceeding is but cne of many cases in vhich the 
Applicant has been involved. Scme of these cases have been 
general rate applications instituted by Appli cant and others 
have involved show cause proceedings instigated by the 
Commission d ue to poor service being rendered by the 
Applicant. 

In each of the previous rate applications, the requested 
reiief has been denied because of Applicant's continued 
failure to keep accurate records to justify expenses. 
F:i:ankly, the records were no different in this proceeding. 
However, the. Commission is a111are that Applicant has not had 
a rate increase in several years and guite naturally, has 
suffered from the high inflation rate experienced by the 
gen-eral econooy. In the instant i:roceeding. Staff Witness 
Kent adjus ted Applicant's operating expense s and testified 
that the expenses listed in his testimony were just and 
reasonable for a utility cf ccnparable size to Applicant. 
The Hearing commissioner was persuaded by that testimony in 
this proceeding. 

In his Application. Applicant seeks to increase his fees 
for connection charges. connection charges are allowed by 
this Commission tc permit the.�tility investor to recover 
part of the investment in utility property. The record in 
this case is absclutely void. cf any evidence to show that 
Applicant has made any additional investment in his utility 
property since the connection charges wei:e initially set. 
The Hearing commissioner thus ccncludes that the connection 
charges authorized for Applicant shall remain unchanged. 
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Those connect ion charges are inclu ded in the wat er rate 
schedule atta ched heretc as Af{:endix "A". 

It is significant that Applica nt claimed o perating 
expenses more than double the anount allowed by this Order. 
However� Applicant offered nc evidence in the form of 
receipts or cancelled checks to justify the expenses 
claimed. It is not a po licy of this Commission to require 
the ratepaying public tc pay for expenses vhicb canno t be 
properly supported. The Hearing Commissioner finds it 
incredible that Witness C aviness, who has been engaged in 
business for a number of yea:cs, would not know tha t he 
should keep all receiFtS for prccf of expenditures. It is 
even more remarkable that h e  �ould hire an accountant that 
would advise him to destroy what receipts he had. 

The Commission has tried en frevious occasions to assist 
Caviness in compiling accura te records of his utility 
operations but those efforts have not yet succeeded. The 
Hearing Commi ssioner is of the opinion that the ut ility 
operations of Applicant should be monitored on a monthly 
basis. Therefore, it is concluded that Caviness, beginning 
on the -first (1st) day of the eonth following the date of 
this Order, should, by the tenth (10th) day of the month, 
bring all receipts, cancelled checks and invoices to the 
Accoun ting Division of the Comaission Staff. In order to 
assure that these records will te properly reviewed by the 
Accounting Division, Applicant is directed to telephone the 
Staff for an appoi ntment prior to tringing the requested 
information. Failure of Applicant to abide by this 
provision co uld result in the present rate increase being 
revoked or other appropriate sanctions. This procedul:'e 
should continue un til the Commission o r  the Accounting 
Divi sion directs otherwise. 

Applicant is reminded that he has the turden of proof in 
rate applications. Failure cf Applicant to properly 
document expenses in the future will result in future rate 
applications being denied. Likevise, any evidence in the 
future that Applicant is charging rat es or fees in excess of 
those authorized by the comnission will be dealt with 
severely. 

IT IS, THEREFORE, ORDERED as fellows: 

1. That the Schedule cf 
Appendix 11 A 11 is hereby approved 
the Commission pursua nt to G.S. 

Bates attached hereto as 
and deemed to be filed with 
6,-)38. 

2. That said Schedule of Eates is hereby authorized to 
become effective for wate:c service rendered on or  after the 
date o f  this order . 

3. That Caviness shall give public not ice 
increase approved herein by mailing a copy of 
attached in Appendix "A" by first class mail to 
customers during the next annual tilling cycl e. 

of the rate 
the Notice 
each of his 
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4. That Caviness shall immeCiately take steps to remedy
any exposed electrical wires which may be located near 
pumphouses or at any location o n  ApFlicant•s systems. 

s. That all overcharges listed in this Order shall be
immediatel.y refunded. 

6. That hy the tenth (10th) day of each month, Applicant
shall present a.11 receipts, invcices an.d cancelled checks 
for his utility operations to the Accounting Division of the 
Commission. 

7. That Caviness
all bills rendered and 
service interruptions. 

include a toll-free service number on 
notify customers when possible of 

ISSUED BY ORDER OF THE COMMISSION. 
Thi s the 3rd day of May, 1977. 

(SEU) 
NOETH CAEOLINA UTILITIES COMMISSION 
Katherine H. Peele, Chief Clerk 

APPENDIX 11 A 11 

DCCKBT NO. W-�01, SUB 16 
TOUCH AND FLOW iA'IEB SYSTEM 

WATER SERVICE BY TOUCH AND FLOW WATER SYSTEM IN 
COLONIAL HEIGHTS 

ROYAL ACR'ES 
TOLLS BA! COLONY 

WATER RATE SCB'EDULE 

COLONIAL HEIGHTS & ROYAL ACRES 

�red�� (Residential Service): 

0-3,000 gallons per mcnth, miniRU� charge
All over 3,000 gallons per month, per 1,000 gallons

Flat R� (Residential Service): Monthly rate 

TOLLS BAY COLONY 

l!,eterea Rate (Residential Service) : 

0-3,000 gallons per month, minimum charge
Next 12,000 gallons· per month, Fe:t 1,000 gallons
All over 15,000 gallons per month, per I ,000 gallons

Fla"L!�te (Besidential Service): Monthly rate 

�Q]_NEC'.J:�ON CHA!illES: (No Change) 

$5. 25 
$ .65 

$5.25 

$5.25 
$).00 
$ .90 

$5.25 

colonial Heights 
Colonial Heights 
Royal Acres: 
Tolls Bay Colony: 

(Meadowbrook [rive): 
(Malibu D t:i lle) : 

$200.00 per lot 
$ )0.00 per lot 
$ I 0.00 pe r lot 
$100.00 per lot 



RECONNECTION CHARGES: 

RATES 

If water service cut off by utility for good cause 

807 

(NCUC Rule R7-20f): $4.00 
If water service discontinued at customer•s request 

(NCUC Rule R7-20g): $2.00 

BI1LS DUE: en billing date. 

!!!hLS PAS,1'._Q.!H;: Twenty (20) daJS after billing date. 

�ILLINQ FREQOENC!: Shall be monthly, fo� service in arrears. 

Issued in accordance with authority granted by the North 
Carolina Utilities Commission in Cocket No. W-201, Sub JG, 
by Recommended OI:'der cf Chair11an Ceane, dated May 3, 1977. 
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A. General

1. M-100, Sub 59 - Order De1eting eu1e R2-27 - Dual
Operat ions (9-21-77)
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2. M- 100, Sub 69 - Order Authorizing Emergency 2 
Transportation of Petroleum & Petroleum Produ cts
in Bulk in Tank Trucks (2-11-11)

3. l'!-100, Sub 69 - Order Tern.inatirg Emergency 3 
Autho r ity for Transportation of Petroleum &
Petroleum Products in Bulk in Tank Trucks
(4-27-77) 

4. M-\00, Sub 70 - Order Amending Bille RS-4,
Paragraph (b) Thereof - Duty cf Inspector Upon
Apprehendinq Violation (7-1-71)

4 

5. M-100, Sub 72 - Order Recognizing Special Crisis 5 
Intervention Program Conditions & Authorizing
Particip a tion by Regulated Gas & Electric Utilities
in North Carolina (7-29-77)

6. M-100, Sub 73 - Order Appro ving J\mendment to Rule 6 
Rl-17(d) - Notice of General Bate Application &
Hearing {9-J 2-77)

7. M-100, Sub 74 - Order Adopting Rule Rll-12 - 7 
Uniform R ates, Procedure for Approval of Joint
Rate Agreements Among Carriers (IO-J0-77)

8. H-100, Sub 75 - Order Ap proving Changes to Rules 10 
and Regulations to Conform to 1977 'Legislation
( I 0-27-77) 

B. Electricity

I. E-1 00, Sub 21 - Order for I ni:leme ntation of 20 
Voluntary Time-of-Day Rates by Duke Pave r Company
{9-8-77)

2. E-(00, Sub 21, Order Allowing Time-of-Day Sample 21 
to. be Chosen from the Entire company Service Area
( I 0-4-77)

3. E-100, Sub 21 - Order Requiring Piling of at Leas t 22 
one set of Ma r ginal cost Rates Rhen Piling a
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General Rate Case (12-21- 77) 

4. E-(00, Sub 22 - Order Adopting Plan for the Future 23 
Requirements of Electricity in North Carolina
(2-16-77)

5 .. E-100, Sub 25 - Order Autbori-zing Implementation 31 
of Experimental Time-of-Day Electricity Rates 
Carolina Power & Light Company (6-6-77) 

6. E-100, Sub 25 - Order Authorizing Implementation 35 
of Experimental Time-of-Day Electricity Rates
Blue Ridge Electric Membership Corporation
(6-6-77)

7. E- 100, Sub 27 - Order Adopting Rule for 41 
Calculation of AFUDC (6-27-77)

8. E-100, Sub 29 - Order Revising & Promulgating 47 
Rules RB-12(d), RS-lll(d), & R8-44 & Repealing Rule
RS- I 5 ( I 1-29-77)

9. E-(00, Sub 31 - Order Adopting Rule Rl-17(i)
Filing of Increased Rates; ap,plication for
Authority to Adjust Rates ( 10-4-77)

c. Gas

47 

1. G-100, sub 21 - Order Granting Petition of 48 
Piedmont to Add New Industrial Customer (10-11-77)

2. G-100, Sub 21 - Order Granting Petition to Add New 50 
Ronreside ntial Customers ( I 0-17-77)

3. G-JOO, Sub 21 - Supplemental Order Regarding Prior 51 
Commitments for Service not tccated on Existing
Mains ( 11-28-77)

4. G-100, Sub 21 & G-9, Sub J63 - Order Establishing 53 
Attrition Replacement Rules (10-25-77)

5. G-fOO, Sub 22 - Order Amending Order of 6-26-75 to 59 
Include a Representative of the Public staff (Rule
RJ-17(h) Cl) (8-1- 77)

6. G-100, sub 22D - order Anthcrizing Continue d 60 
Participation in Exploration and Drilling venture
(4-18-77)

7. G-100, Sub 24 - Order RevisiDg Rule R6-I 9.2 63 
Curtailment of Gas Service (10-25-77)

8. G-100, Sub 29; G-5, Sub 125; G-9, Sub 162; &, 69 
G-21, Sub f60 - Order Amending Orders of 12-8-76
Establishing & Implementing Policy for Pricing
of Excess Cost of Emergency Gas Purchases (2-18-77)
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9. G-(00 ., Sub 31 - order Classifying utilities unaer 79 
G. S. 62-300 (2-25-77)

1 0� G-100, Sub 33 - Order for Purchasing and Pricing 80 
of Excess Cost of Emergency Gas for the 1977-1978 
Winter Heating Season (10-25-77) 

11. G-100 ., Sub 34 - order Approvi11g Amendments to Rule 88 
R6 - Natural Gas (1 0-5-77)

D. Telephone

f. P-100, Subs 32 & 42 - Order ftodifying Order 89 
Instituting Investigation intc Intrastate Toll
Rates & Charges ( 3- 28-77)

2. P-100, Sub 34 & P-55 ., Sub 742 - Order Approving 90 
Procedures for Finalizing Intrastate Toll
Settle11ents within a Quartetll Time Frame:
Terminating the Submission of Joint Reports: &
Requiring the Filing of Quarterly Data (3-11-77)

3. P-fOO, Sub 34 & P-55, Suh 742 - Order Clarifying 93 
the Requirement for Filing of Quarterly Data
(5-24-77) 

4. P-J00r Sub 39 - Order Relating to Previous
Approval of Directo ry Assistance Ch_arge Plans
(4-6-77)

5. P-I00 r Sub 39 - order Establishing Directory
Assistance charges for Barnardsville Mountain
Telephqne company (4-6-77)

6. P-I00 r Sub 39 - Order Establishing Directory
Assistance Charges for North Stat e Telephone
Company (4-6-77)

· -

95 

97 

98 

7. P-100, Sub 39 - order Establishing Directory 100 
Assistance charges for United Telephone company
(4-6-77)

8. P-100, Sub 41 - Order Adopting Changes in Service 102 
Observing Equipment Tariffs (3-7-77)

9. P-J oo, Sub 46 - Order Beguiring Tariff Filing� I 06 
& Allowing Tariffs to Become Effective on Five
Days• Notice ( I 0-31-77)

II. ELECTRICITY

A. certificates 

1- E-2, sub 241 - Caro lina Power & Light company 107 
order Granting certificate of Public Convenience
& Necessity Authorizing Construction of the nayo
Creek Generating Plant in Perscn county, N.C.
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(3-7-77) 

2. E-7, Sub j66 - Duke Power Company - Order Granting JIO 
Certificate of Public Convenience & Necessity
Authorizing Con struction of New Generating
capacity (Perkins Nuclear station) near the Yadkin
River in Davie County, N.C. C3-4-77)

e .. Rates 

1- E-2, Sub 297 - Carolina Paver & Light Company J 38 
Order Authorizing an Increase in Rates & Charges
(6-29-77)

2. E-2, Sub 297 - Carolina Paver & Light company 191 
Decision Affirming Order of June 29, 1977, on
Reconsideration (9-9-77)

3. E-2, Sub 305 - Carolina Power & Light Company 202 
order Approving Adjustment in Rates & Charges
Based on Cost of Fuel Pursuant to G.S. 62-134 (e)
(3-25-77)

4. E-2, sub 306 - c�rolina Paver & Light company 203 
order Approving Decrease in Rates Based on Cost
of Fuel February 1977 (4-12-77)

5. E-2, sub 316 - Carolina Power & Light company 204 
order �pproYing Adjustment in Rates & Charges
Based on Cost of Fuel Pursuant to G.S. 62-J34(e)
CI 0-26-77)

6. E-7, sub 223 - Duke Paver Company - Order 206 
Approving Decrease in Appro�ed Fuel cba:r:ge Based
on Cost of Fuel Pursuant to G.S. 62-134(e)
(6-30-77)

7. "E-7, sub 228 - Duke Power CctnFany - Order 208 
Approvinq Adjustment in Rates & charges Based on
cost of Fuel Pursuant to G.S. 62-134(e) (8-26-77)

a. E-7, sub 231 - nuke Power Ccmpany - Order 210 
Approving Adjustment in Rates & Charges Based on
C ost of Fuel Pursuant to G.S. 62-134{e) (10-26-77)

9. E-13, sub 29 - Nantahala Power & I.ight company 212 
Order Granting Partial Rate Increase (6-14-77)

Io. E-22,. sub 203 - Virginia Electric & Polller Company 249 
order Granting. Partial Increase in Rates & Charges 
(6-30-77) 

11- E-22, sub 203 - Virginia Electric & Power company 284 
Decision Affirming Or der of June 30, (977, on
Reconsideration (9-22-77)

J2. E-22, sub 212 - Virginia Electric & Paver Company 286 
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Order Approving Decrease in R ates 6 Charges Based 
on Cost of Fuel Pursuant to G.S. 62- t 34 (e) 
(6- I 4-77) 
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13- E-22, Sub 21 6 - Virginia Electric 6 Paver Company 287 
Order Approving Adjustment in Bates & Charges 
Based on cost of Fuel Pursuant to G.S. 62-t34(e) 
( I 0-26-77) 

14. E-35, Sub 6 - western Carolina University 288 
Recommended order Approving Increase in Rates &
Charges (4-(3-17) 

c. Sales and Transfers

1. E-42 - Roselle Lighting company, In corporated 293 
Order Approving Agreement tor the Tovn of Landis
to Purchase the Assets of Roselle (2-11-77)

D. securities

f. E-7, sub 22q - Duke Power Ccmpany - o rder Granting 296 
Autho�ity to Issu e 6 sell Ccmvon stock Pursuant
to its"Stock Pu rchase-savings Program for
Employees (6-8-11)

2. E- t3, sub 30 - Na ntabala Pcver & Light Coapany 298 
Order Granting Authority to Issue & Sell Notes
Due 1991 (6-30-11_),

III. GAS

A. Emergency Purcha ses

I• G-21, Sub 160; G-100, Sub 29; G-5, Sub 125; & G-9, 69 
sub 162 - North Carolina Ratural ·Gas Corporation 
order Amending or ders of 12-8-16 Establishing & 
Implementing Policy for Pricing of E�cess Cost of 
Emer gency Gas Purchases (2-18-77) 

2·. G-21, subs 168 & 169 - North Carolina Natural Gas 302 
corporation - or der Approving sur charge to Recover 
cost of Emergency Gas (6-14-77) 

3. G-21, Subs 168 & 169 - North Carolina Natural Gas 309 
Corporation - A 11endment to Order Approving
Surcharge to Recover Cost of Emergency Gas
(1-12-11)

4 .. G-21, Subs t68 & 169 - North Carolina Natural Gas 311 
corporation - Further Order setting Forth 
Entitlement to Restored Volumes & Approving 
Adjusted surcharge (8-15-77) 

5. G-21, Subs 168 & 169 - North Carolina Natural Gas 312 
corporation - Secon d Further Order setti ng Porth
Entitlement to Restored Volumes & Approving
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Adjusted Surcharge (9-7-77) 

6. G-21, subs 168 6 169 - North Carolina Natural Gas 314 
Corporation - Third Further Order Setting Forth
Entitlene nt to Festered Volumes (I 0-1 8-77)

7. G-3, Sub 78 - Pennsylvania 6 Southern Gas company r 315 
North Carolina Gas Service Division - Order
Approving Adjustment of i ts Rates & Charges
(6-30-77) 

8. G-3 r Sub 79 - Pennsylvania & southern Gas Company 320 
(North Carolina Gas Service tivision) - Order
Approving Rates to Recover Uncollected Excess
Emer gency Gas Cost for Winter I 976-77 (6-29-77)

9. G-9, Sub l62r G-21, Sub 160; G-IOO r Sub 29; & 69 
G-5r Sub 125 - Piedmont Natural Gas Companyr Inc.
Order Amending Orders of 12-8-76 Establishing &
Implementing Policy for Pricing of Excess Cost of
Emergency Gas Purchases (2- J B-77)

(0. G-5 r Sub 125; G-9, Sub 162; G-2fr Sub 160; & G-IOO r 69 
Sub 29 - Public Service COlfany of North 
Carolina, Inc. - order Amending Orders of 12-8-76 
Establishing & Implementing Pclicy for Pricing 
of Excess Cost of Emergency Gas Purchases 
(2-( 8-77) 

11- G-5r Sub f30 - Public Service Company of North 323 
Carolina, Inc. - Order Prescribin g nethod of
Recovery of Excess Cost of Emergency Natural Gas
(6-i 5-77) 

12. G-1, Subs 60 & 47(c) - United Cities Gas Co■pany 327 
Order Appro ving curtailment Tr acking Adjustment 6
Recovery of Excess Cost of Emergency Gas ( 1-20-77)

e. Hates

1. G-9r sub )58 - Piedmont Natural Gas Company, Inc. 328 
Order Authorizing Adjustment of its Rates and
Charges (2-22-77)

2. G-5, Sub 102c - .·Public Service Company of North 356 
carolinar rnc. - Order Requiring Refund ((-20-77)

3. G-5, Sub 102D - Public Service Company of Horth 360 
Carolinar Inc. - Order Adjusting Bate ( 1-20-77)

4 .. G-Sr Sub (02D - Public Service company of Nor th 364 
Carolina, Inc. - supplemental order Requiring 
Further Refund (2-2-77) 

5. G-5 r Sub 102D - Public Service Company of North 365 
Ca:rolinar Inc. - Further Or der (4-15-77)
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6. G-5, Subs I 19 & J 23 - Publ.ic Service Company of 367 
North Carolina, Inc. - Order Granting Partial
Inc rea se in Bates (2-11-77)

c. securities

I. G-21, sub 175 - North Carolina N atural Gas 394 
Corporation - Order Granting Authority to Issue
6 Sell First Mortgage Bonds (9-15-77)

2. G-9, Sub )72 - Piedmont 8atural Gas Company, Inc. 397 
Order G ranting Authority tc Issue & Sel.1
Debentures (8-19-77)

3. G-5, Sub 131 - Public Service Co�pany of North 40 0 
Carolina, Incorporated - Order Granting Author ity
to Issue & Sell Sec urities (5-3J-77)

D. Tracking Increases

I· G-21. Sub J70 - Horth Carolina Natural Gas 403 
Corporation - Undertaking (9-2-77) 

2. G-9,, Subs 131 D & .131 E -- Piedmont Natural Gas 409 
Company, Inc . - order ne t�rmining Amount of
Overcollections Under curtail■ent Tracking Rate
(6-22-77)

3. G-9, Sub 170 - Piedmont Natural ca·s Company, Inc. 420 
(9-2-77) 

4- G-5, Sub J32 - Public service company of Horth 425 
Carolina,, Inc. (9-2-77)

5 .. G-1 • sub 65 - United Cities Gas company (9-2-77) 431 

E. Waivers Denied (Minimum Federal Safety standards
for Pipeline Facilities)

I• G-33 - City of Wilson - Amended Order Denying 
Waiver & Citing Noncompliance (4-29-77) 

F. �is ce1laneous

436 

I• G-9, Sub 156 - Piedmont Natural Gas Company, Inc. 439 
Order Granting Amendment to Piedmont•s Cathodic 
Protection Plan (B-23-77) 

2. G-9,, sub 163 & G-100, SUb 21 - Piedmont Natural 53 
Gas Company, Inc . - Order Establishing Attrition
Replacement Rules (10-25-77)

3. G-9. Suh 167 - Pied■ont Hatt:ral Gas Company, Inc. 442 
Order for Authority to Participate in Eascogas
LRG Projec t (3-22-77)

4 •. G-5 ,, Suh 122 - Pnblic Service Company of North 443 
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Caro1ina, Inc. - Order to Seek Civi1 Penalty f�r 
Noncompliance (3-7-77) 

5. G-35 - Kings Plountain - order Requiring Written 451 
Report (8-17-77) 

IV. HOUSING AUTHORITY

A. certificates

I• H-59, sub I - Housing Authority & Redevelopment 454 
Co■nission of Pembroke - Order Granting 
Certificate of Fo.blic convenience & Necessity 
(8-3-77) 

V. llOTOR BUSES

A. Authority Granted or Denied 

I• B-69, sub 12 I - continental South eastern Lines, llSB 
Inc., Charlotte, N.C. - Beccm�ended Order Denying 
Petition to Relocate Bus Station (3-1 7-77) 

2 .. B-339 - Hilliams Bus Rental - Recomm.ended Order lJ65 
Granting Authority to Trans�ort Passengers 
(I 2-1-77) 

B. Brokers License

J. B-331 - Pleasant:s Travel Service - Recommended 469 
order Granting Brokers License (3-28-77}

c. Rates

I• B-209, Sub 11 - Duke Pov er Company - Order 1'7 I 
Granting Partial Increase in Motor Bus Passenger 
Pares, charges, & Tariff Adjustnients in the city 
of Durham, N.C., & Vicinity (12-27-77) 

2. B-209, Sub 12 - Duke Power company - Recommended 481 
order Granting Partial Increase in Motor Bus
Passenger Fares, Charges, & Tariff Adjustments in
the City of Greensboro, N.C.r � Vicinity
(12-20-77) 

VI. l'IOTOR TRUCKS

A. Authority Granted

(. T-1839 - John D. Brantley - Recommended Order 
Granting contcact carrier Authority ( 1-3-77) 

492 

2. T-1732r Sub 2 - D&N ftotors, Norman Duncanr t/a 495 
Recommended Order Granting common carrier
Certificate (4-8-77)
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B .. Denying o r  Dismissing Application 

f,. T-1873 - Suc orn, Incorporated - Recomaended Order 498 
Denying Application (12-6-77) 

VII .. RAILROADS 

A .. Agency Stati ons 

1. R-4, Sub fOI - Norfolk Soutt.ern Railway C ompany 508 
Order Granting Application to Retire & Dismantle
the Depot Building at Knightdale, N .. C. (10-4-77)

B. Rates

r. R-66, Sub 82 - Rates-Bailroad - Recom■ended
order Granting Rate Increase (4-4-77)

VIII. TELEPHONE

A. Complaints

I• P-55, Sub 754 - Telerent Leasing corporation, 513 
Commtel, Inc., & Carolina Interconnect Telephone 
Association vs. Southern Bell Telephone & 
Tele graph C ompany - O rder Affirming Recoamended 
order Dismissing complaint (I 0-26-77) 

B. Radio co■mon carriers

1. P-89, sub 9 - Services Unli1ited, Inc. 5(4 
Recom■ended Order R equiring Services Unli■ited,
Inc., to Cease Operation on VEP Channel 5
(3-2J-77)

c. Rat es

1. P-16, Sub 130 - Concord Telephone company - Order 522 
Approving Increases in Rates & Charges (3-18-77)

2. P-35, sub 64 - Mebane Home TeleFhone Company 553 
Order Authorizing Adjustment cf its Rates &
Charges (3-4-77)

3. P-f (8, sub 7 - Hid-Carolina Telephone Company 588 
Order Authorizing an Increase in its Rates &
Charges (2-J-77)

4. P-40, sub 141 - Norfolk & Car olina Telephone & 631 
Telegraph company - Order Approvi ng Increases in
Bates & Charges (3-1-77)

5. P-70, Sub 120 - North Car olina Telephone Company 670 
A.uthori2ing Increase in Rates & Charges (3-ij-77)
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6. P-44, Sub 77 - The Old Tolin telephone System, Inc. 695 
Order Granting Portion of Requested Rate Increase
(3- 1-77)

D. Miscellaneous

1. P-35, Sub 66 - Hebane Home 1elephone Company
Order for Advertising Binders or Covers on
Telephone Directories (10-18-77)

2. P-55, Sub 742 & P-100, Sub 34 - Southern Bell
Telephone & Telegraph Company - Rate Increase
Intrastate Toll Settlements (3-11-77)

727 

90 

3. P-55, Sub 742 & P-(00, Sub 34 - Southern Bell 93 
Telephone & Telegraph Company - Order Clarifying
Filing of Quarterly Data (5-24- 77)

IX. WATER AND SEWER

A. certificates 

I• ll-635 - Buffaloe Water Systeos, Inc. - Becommended 728 
Order for Franchise & Rates (6-30-77) 

2. W-633 - Gresham 1s Lake Utility Company, Inc. 732 
Granting certificate & Approving Rates (6-30-77) 

3. W-641 - B. E. Matthews Construction Company ,. Inc.. 737 
Becommended order fer Franchise & Rates ·(8-18-77) 

B. Rates

1- W-312 ,. Sub 2 - Buffalo Meadows Utility 741 
Recommended Order Granting Rate Increase (3-9-77) 

2. W-369,. Sub I - Goose Creek Utility company 745 
Recomcended Order Approving Increased Rates &
Requiring Improvements {3-28-77)

3. W-274 ,. Sub 20 - Heater Utilities, Inc. - Recommended 749
Order Approving Rate Increase (6-30-77) 

4. W-274, Sub 20 - Heater Utilities, Inc. - Order 769 
Overruling Except ions & Affirming Recommended
Order Approving Rate Increase (10-6-77)

5. W-6f7, Sub f - Mecklenburg Utilities, Inc., 774 
Order Granting Partial Increase in Rates (t0-31-77) 

6. W-263, Sub 3 - L .. A. Beynolds Industrial District, 790 
t/a seven Devils Resort, Reccumended Orde r 
Increasin g Rates (I 1-1-77) 

7. W-201, Sub 16 - w. E. Caviness ,. d/b/a Touch & Flow 797 
ilater System - Recommended Order Granting Partial
Rate Increase (5-3-77)
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TABLE 0-P CEDERS 

Not Printed 

Detailed Cutl·ine 

I .. GENERAL ORDERS 

A. Gas

f. Order Authorizing Commitment
for Natural Gas Service to
Nev Industrial customer
(Aeroquip Corporation/
Industrial Division)

2. Order Authorizing Commitment
for Na tural Gas Service to
Nev Industrial customer
(Cust omer B)

3. Order Authorizing commitment
for Natural Gas Service to
Nev Com me rci al custom er
(Elllilan' s, In c.)

4. Order Authorizing C ommi t111ent
for Natural Gas Service to
Nev Industrial customer
(Frito-Lay company)

5. Order Authorizing Commitment
for Natural Gas service to
Nev Ind us trial Customer
(Kerr Glass !1anufacturing
corporation)

6. Order Authorizing commitment
for Natural Gas Service to
Nev Industrial customer
(Reynolds Metal c ompany)

7. Order Reguiring Periodic
Reports to Comply vith Revised
Rule R6-!9.2 - Curtailment of
Gas Service

B. Telephone

1- Order Establishing Directory
Assistance Charges for
Pineville Tele phone company

2. Order Establishing Directory
Assistance c�arges for Saluda
Mountain Telephone Company

G-100, Sub 2 I I 2-22-77 

G-100, Sub 21 12-12-77 

G-100, Sub 21 12-22-77 

G-100, sub 21 12-27-77 

G-100, sub 21 12-22-11

G-100, Sub 21 12-12-77

G-100, Sub 24 12-28-77

P-100, sub 39 4-6-77

P-100, Sub 39 4-6-77
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3. Or:der Establishing Directory P-100 ,. Sub 39 4-6-77
Assistance Charges fer Sandhill
Telephone Company 

4. Order Establishing Directory P-IDO ,. Sub 39 4-6-77
Assistance Charges for ServicE
Telephone Company

II. ELECTRICITY

A. Certificates

J. City of Fayetteville - Orde r E-41, Sub I 3-1 0-77
Granting certificate of Public
C onvenience & Necessity
to Construct I C ombustion Gas·
Turbine Gene rating Facility at

· its Existing substation vithir.
the City Limits Adjacent to
Point of Delivery No. 2 from
Carolina Paver & Light Company

2. City of Fayetteville - Order E-tq, Sub 2 10-19-77
Granting Certificate of Public
Convenience & Necessity tc
Construct 3 Combustion Gas
Turbine Generating Facilities
at its Existing Substation
within the City Limits Adjacent
to Point of Delivery No. 2 from
Carolina Paver & Light Company

B. Rates - Fossil Fuel Adjustment Clause

\. Carolina Power & Light Company, 
Duke Power Company & Virginia 
Electric and Power Company 
Refund of Temporary Deferred 
Fuel Surcharge 

2. Carolina Power & Light Company,
Duke Paver Company & Virginia
Electric and Paver Company
Pr oviding Refund·Checks foe
s1.oo or Hore to Former
Customers

3. Carolina Paver & Light Co■pany
Approving Modified Adjust■ent
in Rates & Charges Pursuant·
to G. s. 62- 134 (e)

4. Carolina Paver & Light Company
A.pproving Adjustment in Rates
& Charges Pursuant to G. s.
62-134 {el

E-2, Sub 260 5-23-77
E-7, Sub 186
E-22, Sub f80

E-2, Sub 260 B-22-77 
E-7, sub J86
E-22, Sut !BO

E-2, Sub 303 1-27-77

E-2, Sub 304 2-24-77 



DETAILEt OU'lLINE 823 

5 .. Carolina Power & Light Company 
Approving Hodified Decrease in 
Rates Based on Cost of 'Fuel 

6 .. Carolina Power & Light Company 
Approving Modified Decrease in 
Rates Based on Cost of Fuel 

7 .. carclina Power & Light Company 
Approving Adjustment in Rates 
& Charges Pursuant to G. s .. 
62- I 34 (e)

8 .. Carolina Power & Light ComFany 
App roving Adjustment in Rates 
& Charges Pursuant to G .. s. 
62-134(e) 

9. Carolina Paver & Light Company
Approving Adjustment in Bates
& Charges Pursuant to G.. s ..
62- 134 (e)

JO. Carolina Power & Light Company 
Approving Adjustment in Rates 
& Charges Pursuant to G .. s. 
62-134 (e)

ff .. Carolina Power & Light Company 
Approving Adjustment in Rates 
& Charges Pursuant to G. s. 
62-134(e) 

12. Duke Paver Company
Approving Bill Inserts for
Customer Refund Based on 
Deferred Fuel charge

J3. Duke Power Company, Carolina 
Power & Light ccmpany & 
Virginia Electric and Power 
Company - Refund of Temp ora�y 
Deferred Fuel Surcharge 

J4. Duke Power Company, Carolina 
Power & Light Ccm pany & 
Virginia Electric and Paver 
Company - Providing Refund 
Checks for $1. 00 or More 

15. Duke Paver Company - Approving
Modified Adjustment in Rates &
charges Pursuant to G.S.
62-134 (e) 

E-2, Sub 3 07

E-2, Sub 308

E-2. Sub 309 

E-2, Sub 311 

E-2, Sub 314

s-13-77 

6-22-77

7-25-77

8-26-77 

9-27-77 

E-2, sub 317 11-29-77 

E-2, sub 318 12-22-77

R-7, Sub 186 7-14-77 

E-7, Sub 186 5-23-77
E-2, sub 260
E-22, sut 100 

E-1, Sub t 86 8-22-17

::E-2, Sub 260 
E-22, sub 100 

E-7, sub 216 1-21-11
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16. Duke Power Company - Approving 
Adjustment in Rates & Charges
Pursu ant to G.S. 62-134(e)

J 7. Duke Povei: Company - Approv.ing 
Decrease in Rates Based on Cost 
of Fuel 

18. Duke Power Company - Approving
Deccease in Rates Based on cost
of Fuel

19. Duke Powe r Company - Approving
Decrease in Rates Based on cost
of Fuel

20·. Duke Paver Compan y  - Approving 
Adjustment in Rates & Charges 
Pursuant to G. s. 62-134(e) 

21. Duke Paver C ompany - Approving
Adjustment in Rates & Charges 
Pursuant to G. s. 62-134 (e)

22. Duke Power Company - Approving
Adjustment in Rates & Charges
Pursuant to G. s. 62-134 (e)

23. Duke P ower Company - Approving
Adjustment in Rates & Charges
Pursuant to G. s. 62-134 (e)

24. Virginia Electric and Pover
company - Approving Bill
Inse rts for customer Refund
Based on Deferred Fuel Charge

25. Virginia Electric a nd Pave r
Company, Carolina Paver & Light
Company & Duke Paver company
Refund of Temporary Deferre d
Fuel Surcharge

26. Virginia Electric and Paver
Company, Carolina Paver & Light
Company & Duke Pave r company
Providing Refund Checks for
$1.00 or More to Former
Customers

27. Virginia Electric and Pave r
Company - Approving Modifie d
Adjustment in Rates & Charges
Pursuant to G. s. 62-1311 (e) 

2 8. Virginia Electr ic and Paver 
Company - order Approving 

E-7, Sub 217

E-7, Sub 2 I 9

E-7, Sub 220

E-7, Sub 22 2

E-7, Sub 227

E-7, sub 230

E-7, sub 232

E-7, Sub 233

E-22, sub I ao

E-22, sub I 80
E-2, sub 260
E-7, Sub 186

E-22, Sub I 80
E-2, Sub 160
E-7, sub t86

:s-22, sub 207 

2-i4-77

3-7-7 7

4-12-77

s-13-77 

7-25-77

9-27-77

12-22-77

7-15-77

5-23-77

8-22-77

1-27-77 

E-22, Sub 208 2-24-77
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Adjustment in Rates & Charges
Based on Cost of Fuel Pursuant
to G.S. 62-134(e)
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29. Virginia Electric and Pover E-22, sub 209 3-28-77
Company - Approving Adjustment
in Rates & Charges Pursuant to
G. S. 62-134 (e) 

30. Virginia Electric and Power E-22, Sub 210 4-12-77
Company - Approving Decrease in
Rates Based on Cost of Fuel

31- Virginia Electric and Power E-22, Sub 211 s-r 3-77
Company - Approving Decrease
in Rates Based on cost of Fuel

32. Virginia Electric and Paver "E-22, Sub 213 7-25-77 
Company - Approving Adjost�ent
in Rates & Charges Pursuant
to G. s. 62-134(e)

33. Virginia Electric and Paver E-22, sub 214 8-26-77
company - Approving Adjustment
in Rates & Charges Pursuant tc
G. s. 62-134 (e)

34. Virginia Electric and Pover E-22, Sob 215 9-27-77
Company - Approving Adjnstgent
in Rates & Charges Pursuant to
G. S. 62-134(e)

35. Virginia Electric and Paver E-22, sub 218 I 1-29-77
Company - Approving Adjustment
in Rates & Charges Pursuant tc
G. S. 62-134(e)

36. Vit"ginia Electric and Power E-22, Sub 221 12-22-77
Company - Approving Adjustment
in Rates & Charges Ptirsuant to
G. S. 62- 134 (e)

C. Sec urities

le Carolina Pover &· Light Company 
Authority to Issue & Sell
First Hot"tgage Bonds 

2. Carolina Power & Light Company
Authority to Issue & Sell
Common Stock to Employees
(ESOP) 

3. Duke Power Company - Order
Gt"anting Authority to Issue &
Sell Common Stock & Preferred
Stock

E-2, Sub 3 J 0 9-22-77

E-2, Sub 3 I 5 I 0-6-77

E-7, sub 218 3-10-77
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4. Duke Power Company - Order
Granting Authority to Issue &
sell First and Refunding 
Mortgage Bonds & .Preferred
Stock 

5. Duke Paver Company - Approving
Nuclear Fuel Trust Financing
ALrangement 

D. Miscellaneous

E-7, Sub 225 7-6-77 

E-7, sub 234 (2-28-77 

1. Pamlico Paver and Light ComFany E-15, Sub 25 12-13-77 
Approving Dissolution & Closing
Docket

2. Virginia Electric and Paver E-22, Sub 217 I 1-10-77 
Company - Approving Proposed
Accounting & Reserving Judgment
Without Prejudi ce as to the
Future Treatment of the Surry
Losses for Ratemaking P urposes

III. GAS

A. Emergency Purchases

1. Pennsylvania and southern Gas
Company (North Carolina Gas
Service Division) - Approving
surcharge to Recover Excess
Cost of Emergency Gas

2 .. Pennsylvania .and Southern Gas 
Company (North Carolina Gas 
Service Division) - Granting 
Emergency Interim Rate Relief 

3. Pennsylvania and southern Gas
company (North Carolina Gas 
service Division) - Allowing
overcollections for Emergency
G�s Purchases to be Placed
in Account No. 253 A 

4. Piedmont Natural Gas Company,
Inc. - Order Approving
Additional Surcharge

5. Piedmont Natural Gas Company
Requiring Refunds of Over
collections for Emerg ency
Gas Purchases & curtailment
Tracking Adju stments

G-3, Sub 72 

G-3, Sub 76 

G-3, Sub 78 
G-3, Sub 79 

G-9, Sub 162 

(-20-77 

9-7-77 

I 2-29-77 

1-13-77 

G-9, Sub 162 12-28-77 
G-9, Sub 168 
G-9, Sub 13JD 
G-9, Sub I 31E

6. Piedmont Natural Gas Company, G-9, Sub 168 
Inc. - Order Prescribing Method

6-29-77 
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of Recovering Excess Cost of 
Emergency Gas 

7. Public Service Company of
North Carolina, Inc.
Approvi nq Elimination of
Emergency Gas Purchase
Surcharge

a. united Cities Gas Company
Discharging Undertaking &
Approving Rate ·to Recover
Excess Cost of E■ergency Gas

9. United Cities Gas Company
Discharging Undertaking &
Approving Rates to Recover
Excess Co st of Emergency Gas

B. Rates

1. North Carolina Natural Gas
Corporati on - Approving Rate,
Discharging Undertaking & 

cancelling Proceedings

2. North Ca rolina Natural Gas
corpora tion - Approving Tariff
Filings

3. Public Service company of Horth
Carolina - "edifying Reduction
of Rates

4. Public service Company of Ncrth
Carolina - Errata Order

G-5, Sub 125 
G-5, sub 130

G-1, Sub 47D

G-1 , Sub 64

9-27-77

8-8-77

8-8-77

G-21, sub 16 5 5-2-77

G-21, sub 173 12-27-77
G-21, Sub 174

G-5, Sub I 11. 
G-5, Sub 119
G-5, Sub 127

G-5, Sub 111
G-5, Sub I 19
G-5, Sub 127

6-24-77

6-30-77

5. Public Service Company of Herth G-5, Sub 130
Carolina - Approving Reduction

9-9-77

in Rates for Summer surcharge

C. Securities

1. North Carolina Natural Ga s G-21, sub 176 9-27-77
Corporation - Order Granting
Authority to Issue Promissory
Notes

2. Public Service Company of Ncrth G-5, Sub f33 7-6-77
Carolina, Incorporated - Order
Granting Authority to Issue 6
Sell First Mortgage Bonds
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D. Tracking Adjustments

1- North Carolina Natural Gas
Corpora ti on - Approving 
Curtail■ent Tracking Rates

2. North Carolina Natural Gas
corporation - Aaending Order
Approving Curtail■ent Tracking
Rates 

3. Horth Carolina Natural Gas
Corporation - Approving Rate,
Discharging Undertaking & 

cancelling Hearing

4. North Carolina Natural Gas
Corporation - Approving 
Tracking Increase

5. North Carolina Natural Gas 
corporation - Approving 
Tracking Decrease

6. Pennsylvania and southern Gas
Company (North Carolina Gas 
Service Division) - Approving
Curtailment Tracking Rates

7. Pennsylvania and Southern Gas 
Company (North Carolina Gas
Service Di vision) - Approving
Tracking Increase

e. Pennsylvania and Southern Gas
company (North cacolina Gas
Service Division) - Approving
Rate, Discharging undertaking
& cancelling Hearing

9. Pennsylvania and so uthern Gas
Company (North Carolina Gas
Service Division) - Tracking
Increase

Io. Piedmont Natural Gas Company 
Approving Rate, Discharging 
Undertaking & cancelling 
Hearing 

I 1. Piedmont Natural Gas company 
Requiring True-Up for cost-of
Gas Tracking Adju stment� 

12. Piedmont Natural Gas Company
Approving Tracking Increase

G-21, sub 12BC 2-15-77 

G-21, Sub 128C 2-25-77 

G-21, Sub 164 4-25-77 
G-2(, Sub 167

G-21, Sub 173 I 1-10-77 
G-21, sub 174 

G-21, Sub (79 12-29-77 

G-3, Sub 58D s-10-11

G-3, Sub 74 1-21-77 

G-3, Sub 75 5-2-77 
G-3, Sub 77 

G-3, Sub 80 9-2-77 

G-9, Sub J 65
G-9, Sub 166 

G-9, Sub (73

G-9, Sub 178

5-2-77

I 2-27-77 

12-27-77 
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13- Public Service Company of North G-5, Sub 126
Carolina, Inc. - Approving
Expl.ora tion Tracking
Adjust11ent

1 Ii. Public Service Company of North 
Carolina, Inc. - Approving 
Rate, Discharging Undertaking & 
Cancelling Hearing 

15- Public service company of North
Carolina, Inc. - Tracking
Increase

16. Public Service Company of Herth
Carolina, Inc. - Approvi ng
Explorati on Trackin g Adjustment

11. United Cities Gas Company
Approving Bate, Discharging
Undertaking & Cancelling
Hearing

B. Waivers Denied

G -5, 
G-5,

G-5,

G-5,

G-1,
G-1,

sub 127 
Sub 129 

sub I 35 

Sub I 38 

Sub 62 
sub 63 
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1-25-77

5-6-77 

I t-8-77 

12-27-77

4-28-77 

1. City of Lexington - Amend ed G-12, Sub I 4-27-77
Ordec Denying Waiver Request &
citing Violati on of li9 CFB
I 92.455 {a) (2) & CPR I 92. 457
{b) (3) 

2. North Carolina Natural Gas G-21, sub 152 4-28-77
Corporation - Amended Oriler
Denying Waiver Bequest & Citing
Violation of CFR 192.457(b) (3)

3. Pennsylvania & S outhern Gas G-3, Sub 7\ q-27-77
Company, North Carolina Gas
service Division - Alllended
Order Denying Waiver & Citing
Noncompl.iance

4. United Cities Gas Company G-1, Sub 58 4-29-77
Amended Order D enying Waiver
& citing Noncompliance

F. �iscel laneous

I• Piedmont Natural Gas co■pany, G-9, sub 156
Inc. - Order Permitting Change 
in Piling Dates 

2- Pi edaont Natural Gas Co■pany, G-9, sub 175
Inc. - Approving Application to
Modify it s After-Hours Service
Charges & to Include Gas I.ight
ftaintenance as a Jobbing Charge

s-1 2-77

12-6-77
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3. Public Service Company of North G-5, Sub 128
Carolina, Inc. - Or der for
Emergency Propane-Air
Displacement Service & Charges
Therefor

IV. MOTOR BUSES

A. Authority Granted

1- Edwards Charter Service, Inc. B-337

Granting Operating Authority

B. Brokers License

1. Heritage Tours, Mrs. Vernon P. B-335
Crosby, d/b/a - Recommen ded
Order Granting Brokecs License

2. Holiday Tours, Inc. B-338
Recommended Order Granting
Broker's License

3. Introducing Asheville, Wendy w. B-334
Burns & Elizabeth H. Wellons,
d/b/a - Recommended order
Grant ing Broker's License

4. Introducing Asheville, Wendy W. B -334
Burn s & Elizabeth ff. Wellons,
d/b/a - Order Cancelling
Rearing 6 Affirming Recommended
order

5. Johnston Lions Club B-336
Recommended Order Granting
Broker's License

c. Rates

1. Sta tesvi.lle l'.lotor Coach
Company r Inc. - Order Allowing
Increase in Regular Passenger
Fares in the City of
Statesvi.ller N. C., & Vicinity

D. !iscellaneous

B-87, Sul: 10

1-25-77

9-2-77 

6-29-77

8-30-77

s-1 3-77 

6-24-77

7-6-77 

I 1-16-77 

1- Piedmont Coach ·Linesr Inc. B-1 I O r Sub 17 2-3-77
Order Approving Merger

2. Wilson Bus Company - Order B-296r sub 3 q-12-77
Approving Sale of Capital Stock
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V. l!OTOR TRUCKS

A. Applications Denied and/or Dismissed

I• Brumfield Mobile Home Service 
Denying Application 

2. Oliver Edwards
Dismissing Application

3. Forbes Refrigerated Transpcrt,
Inc. - Granting !lotio n to
Rescind Prior Order of the
Commissio n & Closing Docket

4. Chancie C. Hewett
Denying Application

T- 1814, Sub 1-12-77

T-1558, Sub 3-31-77

T-17 I 0, Sub 6-27-77

T-1830 6-30-77

5. Raicor Homes, Sam Loftis Mobile T-1875
Homes, Inc., d/b/a

8-15-77

Dismissing Application

B .  Authority Granted 

1. Allen Realty Company, Inc.
Granting Application in Part

2. Cecil Thomas Ansley, Donald Lee
Gupton & Ja!lles L. Tyler
Granting contract Carrier
Per11its

3. Jame s A. Bailey, Inc.
Gra nting Con tract carrier
Permit

4. James A. Bailey, Inc.
Errata Order

5. Tom Bak er Express, Inc.
Granting Additional contract
carrier Authority

6. Big "R" Delivery service,
Richard Ransom, d/b/a
Granting Contract Carrier
Per■it

7. Pa ul Billings - Granting
Contract Carrier Permit

B. com■ercial Warehouse, Inc.
Granting contract Carrier
Au.thori ty

9. Ar tis Lee Council - Granting
Contract carrier Permit

T-1832, sub 1 12-14-77

T-1842
T-1843
T-1 844

T-1841

1-3-77

3-8-77 

T-1841 3-22-77

T- I 5 33, Sub 2 9- 1 9- 77

T-1772, Sub I 3-30-77

T-1848 3-3-77

T-1663, Sub 1 4-15-77

T-1867 10-3-77
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I 0.. D & D Company - Granting 
Operating Authority 

T-1851 3-25-77

I 1- Dairy Leasing service, Inc. T-1840 1-27-77
Granting contract Carrier 
Authority 

12. J. B. Davis Bulk Hauler T-1785, Sub I 10-7-77 
Granting Additional Common
Carrier Authority

J 3. N. A. Dunn, Incorporated T-J835 3-28-77
Recommended Order Granting 
Authority 

14. Eastern Courier, Wayne Stewart, T-1709, sub 2 1-3-77
t/a - Granting Authority to
Amend Contract Carrier
Authority Permit No. P-264

15. Estes Express Lines - Granting
Anthori ty

16. c. H. Eure Trucking, Inc.
Granting Common Carrier
Authority

17. Fuel Oil Service Company
Granting Contract Carrier
Permit

10. G & M Used Car carrier, Glenn
Waters, d/b/a - Granting
Authority

19. John Louie Gibson - Granting
Additional Contract carrier
Authority

20. Glass container Transport,
Inc. - Gr anting Contract
Carrier Permit

21. Donald Lee Gupton, Cecil Themas
Ausley & J'ames L. Tyler
Granting Contract carrier
Permits

22. Theodore Ba1ph Ijames
Granting contract carrier
Permit

23. Jackson's Transfer, James
Beverly Jack son• Jr.• d/b/a
Granting Application ta
Dissolve Partnership

T-676 • Sub 6 4-8-77 

T-1886 I 1-4-77 

T-1857 5-24-7J

T-1858 6-27-77

T-1396, Sub 3 B-30-77

T-1880

T-1843
T-1842
T-1844

T-1849

T-535, Sub 7

I 0-5-77 

1-3-77 

3-4-77

8-29-77
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24. Loft ins , Willi a■ I. Loftin, Jr. T-1885 lf-23-77 
and J. Bryan Loftin, d/b/a 
Granting COIIIIOn Carrier 
Authority 

25. !!ercer Bros. Trucking Co . T-17611, Sub 2 7 -5-77
Granting Operating Authority

2 6. l'loore•s Airport Li■ousine T-1845 3-25-77
service, Inc. - Errata Order 

27. !!oore •s Airport Limousine T-1845 4-6-77 
Service , Inc. - Errata or der 

2 8. !!organ Drive A way, Inc. T-f069, Sub 3 6-22-77
Granting Operating Authority 

29. El wood Morri s  - Granting T-f 856 6-f 3-77
Contract Carrier Permit 

3 o. Rape Grain Co■pany, Ja■es T-f878 9-27-77
Dennis Rape, d/ b/a - Granting
contract carrier Permit 

3 I. Raleigh Delivery Service, Inc. T- I 443, Sub 2 9- I 2-77
Granting Petition to A■end 
Contract Carrier Per■i t 

n. Re-Ji■, Incorporated - Granting T- I 884 I 2-20-77 
Contract Carrier Per■it

33. Riverside Transportation T-f866 8 -26-77 
Corporation - Granting
Application in Part

34. c. c. Roberts Concrete T-1874 7-27 -77 
Construction Co ., Inc.
Granting Application as
Amended

3 5. Lloyd Ros dahl - Amend ing T-1008, Sub 2 7- f  1-11 
Contract Carrier Permit 
No. P-120 

36. Sher■an & Boddie, Inc. T-1188, Sub 7 4-1 2-77
Granting contract Carrier 
Per■i t

37. R. L. Stevenson !labile Ho■e T-f H2, Sub 2 I 2-20-77
Carrier - Granting Amended
Application

3 8. Ro bert w. Swain - Granting T- I 872 0-1 -11
Contract Carrier Per■it 

39. Gilbert Ray Tho■pson - Granting T-1870 6-30-77 
Co■■on Carrier Authority 
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40. James L. Tyler, Cecil Tho■a.s T-1844 1-3-77
Ausley & Donald Lee Gupton T-1842
Granting contract Carrier T- I 843
Permits

41. Underwood and Weld Company, T-1392, Sub 3 1-1 9-77
Inc. - Granting Irregular Route
Common Carrier Authority 

42. Fred Webb, Inc. - Granting T-1881 9-27-77 
Common carrier Permit

43. Ruffin White, Jr. - Gran ting T-1855 6-21-77
Irregular Route Common Carrier
Authocity

c. Certificates and Permits Cancelled or Revoked

1- Allen's Moving and Stoz;age ,. T-597, Sub 3 I 0-26-77 
Inc. - Revoking Operating
Authority

2. Hovard At kins
Permit

- Cancelling T-J I 89, Sub 12-1-11

3. Hovard Atkins - Extending T-1189, Sub I 12-12-11
Effective Date of Becommended 
Oi:der

4. Autry Trucking Company, William T-643, Sub 3 I 0-26-77 
1'.utry, d/b/a - Revoking
Operating Authority

s. Jeffrey Blackmon - Revoking T-665. Sub 2 10-26-77
Operating Authority

6. Jeffrey Blackmon - E.escindi ng T-665. sub 2 I 1-10-11 
Fecommended Order Revoking
Certificate

7. Bowden•s Car Transport. John T-1827 s-19-77
Bernice Bowden. d/b/a
Cancelling Authority

8. Brumfield and Reece Mobile T-1814, Sub I I 0-26-77
Rome Service - Revoking
Ope ra ting Authority

9. Bullard Hoving and Storage T-844, Sub 3 10-26-77
Revoking Operating Authorit1

IO. Bullard Moving and Storage T-844 • Sub 3 I 1-4-77 
Rescinding Recommended Order 
Revoking certificate 
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11- C & C l!obile Home Service., T-1824 4-4-77
Johnny A. Cates & Ellerson
R. Chandler, d/b/a - cancelling
Certificate No. c-1075 &
Shov cause Proceeding

12- C & H .!!obile Home Hovers T-1768 10-26-77
Revoking Operating Authority

!3. C. D. El.ks Truck Line T-1615, Sub 2 10-28-77
Revoking Operating Authority 

14. Carolina Mobile ftovers. rnc. T-1481 , Sub 3 I 0 -26-77 
Revoking Operating Authority

1s. Carolina .!!obile .!!overs, Inc. 
Rescinding Recommended Order 
Revoking Certificate 

16. Charlotte Merchants Delivery ., 

Inc. - Cancelling Permit
No. P-( 29

17- Charlotte Merchants Delivery,
Inc. - Vacat ing Recommended
order to Cancel Permit No.
P-( 29

I 8. clem•s 1'.obile Home Repair 
service - Revoking Operating 
Authority 

19. w. A. Cummins - Cancelling
Per11i t No. P-247

T-(48(, Sub 3 I (-2-77 

T-(068, Sub 5 (-(7-77 

T-(068, Sub 5 3-9-77

T-( 564 I 0-26-77 

T-1656, Sub 9-26-77

20. Eastern Refrigerated Transpcrt, T-1562, Sub
Inc. - Cancelling certificate
No. C-996

21. Oliver Edwards - Bevoking
operating Authority

22. Ellington Transport, Inc.
Cancelling Permit No. P-97

23. Forest Dale Motors, Inc.
Revoking Operating Authority

24. Forest Dale Motors, Inc.
Rescinding Recommended order
Revoking certificate

25. Wesley E. Garner - Cancelling
Permit No. P-16

26. Grantham Transfer - Bevoking
Operating Authority

T- I 558, Sub I 0-26-77 

T-(7(8, Sub 2 4-7-77

T-(754 (0-26-77 

T-(754 I 1-2-77 

T-38, Sub 4 7-25-77 

T-(645 I 0-25-77 
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27. Alton E. Grimes - Revoking
Operating Authority

28. A1ton E. Grimes - Rescinding
Recommended Order Revoking
Certificate 

29. L. J. Keever Hoving Service
Revoking operating Authority

30. Leary Bros. Storage Company
Revoking Operating Authority

31. Leary Bros. Storage Company
Rescinding Recommended Order
Revoking Certificate

32. fla-I.et Postal Service,. Inc.
Revoking operating AutboritJ

T-352, sub 4 10-25-77

T-352,. Sub 4 I 1-9-77 

T-1547 10-25-77

T-525, Sub 2 10-25-77

T-525,. sub 2 I 1-2-77 

T-1602, Sub 10-28-77

33. N. c. Coastal Motor Lines, Inc. T-1409 ,. sub 4 (2-6-77 
Cancelling Certificate No.
c-943

34. Queen city Moving and storage
Company - Revoking Operating
Authority

35 .. Queen City Moving and Storage 
Company - Resci nding 
Recommended Order Revoking 
Certific ate 

36. S & R Auto & Truck Service,
Inc. - cancel.ling Certificate
No. C-839

37. S & R Auto & Truck Service,
Inc. - vacating Recommended
order to cancel Certificate
No. c-839

38. Tuckers Hobile Home Dealer
service - Revoking operating
Authority

39. Wainwrigh t Transfer Comp any
Revoking Operating Authority

40. Whit tenton•s Transfer, Silas
Whit te nton, d/b/a
Ca nce.lling Authority

D. Change in Name

T-1568, Sub I 10-28-77

T-1568, Sub I I 1-16-77 

T-1603, sub I 5-9-77

T-1603, Sub I 5-23-77

T-1648, Sub I 10-31-77 

T-861, Sub 5 I o-26-77 

T-555, sub 5 6-9-77

1- AAA - Spruill Koving and T-1861 6-27-77
Storage, William c. Taylor, Jr.
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D/B/A - Approving Change 
in Name 

837 

2. Aaction !!loving & storage Co.,
Spunvind, Inc •• d/b/a
Approving Change in Name

T-1825, Sub I 3-30-77

3. 'Freightvays, Inc. - Granting T-17Lq, sub 2 10-27-77
Petition to Change Corporate
Name from Short Trucking Co.,
Inc.

Q. Outer Banks Hol:ile Home T-,1834 2-23-77
Transit, William Henry
Carraway, d/b/a
Approving Change in Name

5. Riverside Transportation Co. T-1866 9-13-77 
Inc. - Amending corporate Name

6. Ruffin White, .Jr. - Amending T-1855 8-23-77
certificate Ro. c-1001

7. Taylor Bros. Hovers - Approving T-1 868 7-25-77
Application to use Trade Bame 

E. Mergers 

1. The Mason and Dixon Lines, T-1 876 · 
Incorporated - Approving Merger
with General l'!otor Lines, Inc.

2·. The ftason and Dixon Lines. T-18 76
Incorporated• Staying Or der 
Approving Herger with General 
lfotor Lines. Inc. 

3. Hid-State Oil company T-1869
Approving Kerger with B & H
Transportation company

ii. Watkins '1otor Lines .• Inc. T-1888
Approving He rger vith Watlcins-
carolina Express. Inc.

F. Rates

9-7-77

10-17-77

7-11-77

12-6-77

f. Rates-Truck - Order T-825. Sub 205 7-6-77
Discontinuing Investigation cf
Rates & Charges & Commodity
Reclassifications & Authorizing
Tariff Filing

2. Rates-Truck - Motor Common T-825. Sub 21 O s-,:�-77
Carriers - Vacating Order cf
Suspension & Investigation,
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Cancelling Hearing & Allo�ing 
General Increases 

3. Rates-Truck - Motor Ccmmon T-825, sub 212 5-2-77 
Carriers - North Carolina Motor
Carriers Association, Inc., 
Agent Allowing Vacation of
Suspension & Tari ff Pilings to
Become Effective & Cancelling of
Rearing

!J. Bates-Truck - Motor Common T-825, Sub 220 7-1 B-77 
carriers - vacation & Allo�ing 
Tariff Piling to Become 
Effective 

G. Sales and Transfers

I. A & B Mobile Rome !1overs, Inc., T-1836
from Allstate Mobile Home
Service, Inc.

2-24-77

2. Allen's Moving Service of T-890, Sub 2 5-11-77
Fayetteville, Inc.
Approving Incorporation

3. Allen Realty company, Inc. T-1832 1-17-77 
from Golden Eagle Homes, Inc. 

4. Jack Bartlett Hoving and T-1863 6-13-77
Construction. Jack E. Bartlett. 
d/b/a, from Coleman Trucking
& seeding company, Inc.

5. I. W. Bowling, Inc., from i. D. T-1821, Sub I 7-7-77 
Christian, d/b/a Christian
Grain and Feed Company

6. Boyd Wilbur Brafford, Jr.,
from Boyd Q. Douglas, t/a
Dreamland Mobile Home Park

T-1 850 

7. Brock •s Mobile Home, George T-1862
David Brock, d/b/a, from
Edmond Willis Clemmons,
d/b/a Clem•s Mobile Rome 
Repair service 

8. Brown's Moving & Storage T-1860
company, Dallas Walton Brovn,
d/b/a, from Lange Lassie t!eeks,
d/b/a tseeks Hoving Service

9. William Henry Carraway from T-183Q
Jason V. Rice

3-22-77

8-3-77 

6-13-77

2-1-77
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IO. Cauthen Gin & Bag co., from 
Carolina Storage Corporation 

11- Levis C. Coats Trail er ftoving
co., Levis C. Coats, d/b/a,
from S S & J Enterprises, Ltd ..

12 .. Cornett l'!obile Home Hovers, 
Barman Cornett, Jr., d/b/a. 
from Jack Cornett, d/b/a, 
Cornett M obile Rome Movers 

13 .. Cromartie Transport Company 
from Luther M .. Cromartie to 
Carl B .. Dean 

1 ri.. Donald Evans Mo bile Home 
Movers, Inc., fro m Daniel 
Charles Brazille 

1 S .. Donald Evans !!!labile Home 
Movers - Errata Order 

T-Jrn, Sub 7 6-1 3-77 

T-1633, sub 2 4-13-77

T-1767, sub I 10-10-77

T-245, Sub I 3 2-3-77

T-1854 5-4-77

T-1854 5-17-77

J6 .. Eastern Courier ccrporation T-1709, sub 3 9-6-77 
Order Approving Incorporation 
& Transfer from Wayne Stewart, 
t/a Eastern Courier 

11 .. Ezzell Trucking, Inc., T-1536, sub 2 8-1 -77
from Tri-county Transport, Inc. 

I 8. David Charles Humphrey from T-1879 10-12-17
Fisher & Brother/Carolina, Inc. 

19. Johnny's Mobile Home Service, T-1877
Johnny A.rth ur con ard, d/b/a,

8-24-77

from Richard Bilton Freck ,, 

d/b/a Freck Mobile Rome Service

20. Jones Mobile Home Service.
Inc., from the Esta te of
c. w. Currin

21. M & ft Movers, Richard c. Hall,
d/h/a, from Tripp Enterprises,
Inc.

22. Milovitz l'!obile Home Hoving,
William Ray Milovitz, d/b/a,
from Paul �ee Bean. d/b/a
Grandpap Mobile Rome SerYice

23 .. Piedmont Fuel & Distributing 
co., Inc. , from GTB, Inc. 

T-1575, Sub 3 8-1-77

T- 1750, Sub I 9- I 6-77 

T-1853 4-13-77

T-1062, Suh 5 8-1-77
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24. Robertson Truck Line, Inc.,
from c. D. Elks, d/b/a
C. D. Elks Truck Line

25. Sandhills Bonded Warehouse,
I nc., from Ostrom Enterprises,
Inc.

26. Sherman & Boddie, Inc., froa
Glosson ftotor Lines, Inc.
(Bankrupt)

27. Shippers Freight Lines, Inc.,
from Akers noter Lines,
Incorporated

28. Short Tr ucking Co .. , Inc., fi:om
Short Enterprises, Inc.

29. Super Trans, Inc., from
Pilot Freight Carriers, Inc.

30. Frank Sutton contract Carriec, 
Francis Steele sutton, d/b/a,
from Ray Holmes, d/b/a Ray 
Holmes Contract Carrier

31. Taylor Bros. Company from
Carolina storage corporation

32. Taylor ftoving & Storage,
William c. Taylor, d/b/a,
from Jessie J. Spruill

33. Waccamav Transport, Inc.
Approving Incorporation

34. Walker Transfer, Inc.
Approving Incorporation

35. West's Durham Transfer &
Storage, Inc., from
Clyde Triplett

H. Stock Transfers

t- C & S Motor Express, Inc.
Approving Sale & Transfer
of Capital S tock

2. Chemical Leaman Corporation
Approving St ock Transfer

3. Farrar Transfer & Storage
Warehouse, Inc. - Approving
Sale of stock

T-1859 8-1-77

T-(852 4-13-77

T-1100, subs 10-3(-77

T-( 847 2-3- 77 

T-(741, Sub I 6-( 3-77 

T-1882 12-19-77 

T-1833 (-3-77 

T-1868 6-30-77

T-18 6! 6-13-77

T-259, Sub 7 12-(9-77 

T-707, Sub I I 1-16-77 

T-(865 5-(6-77 

T-675, Sub 4 (-3-77 

T-663, Sub (4 7-(9-77

5-25-77
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4. Financial courier corporaticn
Approving Change of Control

T-(462, Sub 4 6-24-77 

5. Rill's Truck Line, Inc.
Approving Change cf Control
through Stock Transfer

T-140, sub 9 2-8-77

6. Bruce Johnson Trucking Co■pany, T-1652, Sub 2 10-14-77
Inc. - Sale & Transfer of stock
& change of control

7. Overcash Transfer, Inc. T-1 Io, sub 5 1-3-77
Approving Transfer of S tock

I. Miscellaneous

1. DeHa r t  Motor Lines, Inc. T-1569, Sub 3 3-14-77
Order Authorizin g the Granting
of a First Lien on operating
Bights

2. H & O Labor Account, William
G. Olive, d/b/a - Dissolution
of Partnership

T-1774 10-10-77

3. Rucker Transf er & Storage co.,
Inc. - Approving Lease of
Authority

T-1887 12-6-77

4. Tidewater Transit Co., Inc. T-380, sub 17 I f-9-77
Approving Plan of
Recapitalization

VI. RAILROADS

A. Agency Station s

1- High Po int, Thomasville & R-24, sub 3
Denton Railroad Comfany
Tho masville - Abandon Fr eight
Station

2. Norfo lk Southern Rail vay R-4, Sub IO I
Company - Knightdale - Retire &
Di smantle Depot Bnilding

3. Seaboard Coast Line Railroad R-71, Sub 45
Company and southern Railway
Company - Selma - Abandon &
Remove Jointly Ovned Passenger
St ation & Donate Station
Building to the Tovn of Selma

4. seaboard Coast Line Railroad R-71, sub 65
Company - Spencer !!.ountain -
Discontinue Non-Agency Station

5-17-77

10-4-77

6-9-77 

3-17-77
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& at R anlo to A�andon Terminal 
f,940 Feet of its Track No. 2S 

5. Seaboard Coast line Railroad R-71, Suh 68 6-6-77
Company - Cofield - Discontinue
Agency Station & Dispose of
Station Building

6 .. Southern Railway Company R-29 ,. Sub 273 9-28-77
Reidsville & Concord 
Discontinue Passenger service 

B. Hobile Agency concept

1- Norfolk southern Railway
Company - Permanent Mobile
Agency Concept in Wilson Area

2. Norfolk southern Railway
Company - Perma nent Ho bile
Agency Concept in Varina Area

3. Norfolk Southern Railway
Company - Permanent Mobile
Agency Concept in Lenoir Area

4. Seaboard coast Line Railroad
Company - Modify Mobile Agency
in Charlotte on Six Months'
Trial

5. seaboard Coast Line Railroad
Company - Modify Mobile Agency
in Wi.lson II

6. Seaboard Coast Line Railroad
Company - Permanent Mobile
Agency Concepts in Raleigh
& Hamlet

7. Seaboard Coast line Railroad
Company - Second Mo bile Agency
Concept in Ham.let on six
H ontlls' Trial

8. Seaboard Coast Line Railroad
Company - Modify Fayetteville
No. 2 Mobile Agency on Six
l'lonths• Trial

9. Southern Railway co�pany
Permanent Expansion. of Mobile
Agency in Bryson city

IO. Souther n Railway Company 
Permanent Mobile Agency in 
Goldsboro Area 

R-q, Sub 87 8-25-77

R-q, Sub gq s-q-77

R-q, sub 95 q-7-77

R-71, Sub 42 B-23-77
R-71 • sub 48

R-71 , Sub 57 8-9-77

R-71, Sub 60 I 1-2-77 

R-71, sub 71 (0-5-77 

R-71, Sub 72 I (-2-77 

R-29, Sub 232 5-1 3-77

R-29, Sub 253 2-J5-77
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11- Southec-n Railway Company
Permanent Mobile Agency in 
Elkin Area

c. Op en and Prepay Tariffs

1- Norfolk Southern Railway
company - Remove Stations at
Eden (Spray ,. Leaksville &
Draper) from open & Prepay
Tariff & Build Nev Station 
to be called Eden

2. Norfolk Southern Railway
Company & Southern Railway
Company - Bemove Station at
Cumnock from Open & Prepay
Tariff

3. Seaboard Coast Line Railroad
company - Remove Station at
Armstrong from Open & Prepay
Tariff 

4. Southern Railway Company
Remove Stations at Woodfin ,. 

Nev Bridge ,. Elk ftountain ,. Emma,
Boswell, & Sulphur Springs £rem
Open & Prepay Tariff

5. Southern Railway Company &
Norfolk southern Railway
Company - Remove Station at
Cumnock from Open 6 Prepay
Tariff

D. Team Tracks and Side Tracks

f. High Point, Thomasville &
Denton Railroad Company
Abandon Industrial Track
in Jacobs Place in High Point

2. Norfolk Southern Railway
Company - Remove Side Track
at Hertford

3. Norfolk Southern Railvay
Company - Remove Side Track
at Raleigh

4. Seaboard Coast Line Railroad
company - Retire Team Track
at Pactol us

R-29, Sub 254 2-15-77

"R-4, sub 97 6-30-77

R-4, Sub (00 9-28-77
R-29, Sub 274

R-71, Sub 62 2-11-77

R-29, Sub 26� 5-9-77

R-29, Sub 274 9-28-77
R-4, Sub 100

R-24, sub 2 12-8-77

R-4, Sub 98 1-12-77

R-4, Sub 99 7-27-77

R-71, Sub 66 1-12-77
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5. seaboard Coast line Railroad
Company - Retire Team Track
at Kellum

6. Seaboard Coast Line Railroad
co■pany - Retire Teac Track &
Discontinu e Hobile Agency
station at Wise

7. Seaboard Coast Line Railroad
Co■pany - Retire Team Track &
Discontinue �obile Agen cy
Station at Tbel■a

8. southern Railvay Company
Remove Side Track No. 28-1 I
at Winston-Salem

9. Southern Railway Company
Re tire & Remove Side Track
N o. JOO-II at North Wilkesboro

10. Southern Railway company
Remove Side Tracks Nos. 24-5
& 24-7 at Graham

11- Southern Railway Company
Retire & Re11ove Side Track at
Coolee■ee

12. Southern Railway Company
Remove Side Track No. I 5-2
at Gibson ville

I 3. Southern Railway Comp any 
Remove side Track at Raleigh 

111. Southern Raili'ay Company
Remove side Track Ne. 3(8-2
a t  I.erington

B. Miscellaneous

R-71, Sob 67 7-12-77

R-71, Sub 69 7-27-77

B-71, Sub 70 9- 16- 77

B-29, Sob 265 3-8-77

B-29, Sub 268 5-17-77

R-29, Sub 269 6-3-11 

R-29, sub 270 I 1-4-77 

R-29, Sub 271 7-7-77

R-29, Sub 212 7-27 -77 

R-29, Sub 277 12- 19-77 

1. Seaboard coast Line Railroad R-7 J, sub 63 1-26-77
c ompany - order Granting
Authority to Hake Reparation
Refund & to Haive Undercharges
for Account of Parmers Chemical
Association, Inc.

2. Seaboard Coast Line Railroad R-71, Sub 64 2-22-77
Colll.pany - Abandon Terminal
10,738 feet of its Red Springs

Subdivision

3. Southern Railway Co11pany R-29, Sub 266 4-13-7-7 
Order Approving Petition tc
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Relocate the Burlington, North 
Carolina, Agency Station to the 
Present Site of the Gr aham, 
North Carolina, Agency staticn; 
to Renovate the Freight Depot 
Building at Gr aham and Renaue 
the Graham Agency Station to te 
Called Burlington - Graham; 
a nd t o  Dismantle., Remove or 
Otherwise D isp ose of the Freight 
and Passenger Depot Buildings at 
Burlington and to Remove 
certain Public and Indust ry 
Tr acks at Burlington, North 
Carolin a 

845 

4. Southecn Railway Compa ny 
Remove Present & Construct
Nev Freight Depot on Site at
Sp indale

R-29, sub 275 I 1-29-77 

VII. TELEPHONE

A. Complaints

J. Carolin a Telephone & Telegraph P-7, Sub 620 
company - Order Prohibitin g
Change in Telephone Directory
Listings for Farmville, snow
Hill, Ayden, Bethel, & Fountain
for 1977 D irectory

6-10-77

2. Central Telephone company
Complaint of Hrs. Burlie Long
Recommended Order Denying
Complaint

P-10, Sob 363 6-30-77

3. citizens Telephone Comfany
Complaint of David Vickery,
Sr. , & �rs. D avid Vickery, Sr.
Recommended Order Requiring
Telephone Se rvice to be
Provided

4. Citizens Telephone Company
complaint of Pisgah Farms,
Inc., & David Vickery, Sr.,
e t  ux - closing Docket &
Terminating Proceeding

5. Citizens Telep h one company
complaint of Pisg ah Forest
Farms, Inc., & David Vickery,
sr., et ux - Dismissing
Comp1aint & Closing Docket

P-(2, Sub 68 

P-12, Sub 68

P-12, Sub 70

5-24-77

I 1-9-77 

I 1-9-77 
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6. Southern Bell Telephone and P-55, Sub 754 6-30-77
Telegraph company - Complaint
of Teler ent Le asing
corporation Commtel, Inc .. , &
Carolina Interconnect Telephone
Association - Re commended
Order Dismissing Complaint

B .. Radio Common carriers 

1- T .. D. Miller, III - Granting
Transfer of Certificate

2. Patterson Anserpbone Communi
cations Enterprises, Inc ..
Granting Authority to Transfer
owner ship of P etitioner to
Hilda savers Patterson

3 .. Radio Paging s ervice, Inc. 
Order Approving Change of 
Name from Radio Paging & 
Telephone Ansvering Service 
of Charlotte, North Carolina, 
Inc. 

4 .. Rockfish Radio Te lephone 
servic e s, Inc .. , R.. Harvey 
squires. d/b/a - Granting 
Transfer of ownership from 
Lynwood A. Williams, d/b/a 
Rockfish Radio Telephone 
Se rvices 

c .. Securities and Borrowed Fun ds 

P-86, Sub 3 I 0-31-77 

P-119, Sub I 10-31-77 

P-102, Sub 3 6-28-77

12-7-77 

I• Barnardsville Telephone Company P-75, Sub 19 5-18-77
Recommended Order Gra nting 
Authority to Borrow Funds 

2. central Telephone company P-1 O ., Sub 371 7-20-77
O rd er Granting Authority to
Issue & sell Bonds, Series AA

3 .. Central Telephone Company P-10, Sub 374 12-16-77
Ord er G ra nting Authority to 
Issue & Sell Bonds, series EB 

4. Concord Telephone company P-16, Sub 132 9-19-77
Order Granting Authority to
Tssue & S ell Shares of
Common Stock under Employee
stock ovnership Plan

5. contin ental Telephone Company P-28, Sub 24 9-27-77
of Virginia - Order Granting
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Authority to sell First 
Mortgage Bonds 

6. Ellerbe Telephone Company
Order Granting Authority
to Borrov Funds

7. General Telephone Company
Order Granting Authority to
Issue & Sell First Mortgage
Bonds

B. Norfolk Carolina Telephone
company - Order Granting
Authority to Issue and Sell
First �ortgage Bonds &
Common Stock

9. North state Telephone company
Order Granting Authority to
Issue & Sell Preferred
Stock & 30-Year Sinking
Fund Notes

P-21, Sub 32 4-13-77

P-19, Sub 167 5-5-77

P-40, Sub I 45 5-11-77

P-42, Sub 88 3-3-77

IO .. Randolph Telephone Company, P-61, Sub 57 3-3-77
Inc. - Order Granting Authority 
to Declare Stock Dividend 

11. Westco Telephone Company P-78, Sub q3 12-1 Q-77
Ordec Granting Authority tc
Borrov $8,500 from the
Federal Financing Bank

12. western Carolina Telephone P-58, Su_b 107 10-28-77
Company - Order Granting
Authority to Issue &
Sell securities

D. Miscellaneous

1. Carolina Telephone & Telegraph
Company - Order Approving
Tariff on Less than Statutory
Notice

2. Carolina Telephone & Telegraph
Company - Order Approving Maps
on tess than statutory Notice

3. Central Telephone Company
Order Rescinding Requirement
that Interconnection be on an
Interim Basis

4. central Telephone Company
Order Approving Tariff on Less
than- statutory Notice

P-7, Sub 619 4-5-77

P-7, Sub 621 5-26-77

P-10, Sub 334 10-12-77

P-1 0, Sub 370 7-5-77 
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5. General Telephone Company of
the southeas't & southern Bell
Telephone & Telegraph Company
Order Approving Maps on Less
than Statutory Notice

6. Hid-Carolina Telephone Company,
North Carolina Telephone
company, The Old Town Telepbcne
System, Inc. & !'lid-Contin ent
Telephone Corporation - Order 
Granting Authority to Merge
North Carolina Telephone
Company & The Old Town
Telephone system, Inc., intc
Mid-Carolina Telephone company

7. Southern Bell Telephone &
Telegraph Company & General
Telephone Company - Order
Approving Kaps on Less
than Statutory Notice

8. Southern Bell Telephone &
Tele graph company - Orde r
Rescinding Requir ement that
Interconnection be on an 
Interim Basis

VIII. WATER AND SEVER

A .. Cance1lation of Certificates 

1. Gene Aycock Water Service
order cance lling Franchise for
Servic e in Royal Oaks Sub-
di vision, Cabarrus county

2. Nevton Gentry - Order
Cancelling Franchise

3. Herbert Johnson - Order
cancelling Franchise

4. D. c. Linn - Order Cancelling
Franchis e

5. McDona ld Realty company
order Cancelling Franchise

6. Dallas w. ftedlin
order cancelling Franc hise

7. Wa terco, Inc. - Order
C ance lling Franchise for
Servic e in Sardis Hills
subdivision, ffecklenburg County

P-19, Sub 168
P-55, Sub 766

P-118, Sub 9

P-55, Sub 766
P-19, sub 168

P-55, Sub 719
P-55, sub 727

W-8, Sub 8

w-221

W-583

w- I 44, sub 5

W-98, Sub 3

W-573

W-80, Sub 21

6-2-77

8-3-77

6-2-77

I 0-19-77 

I 1-2-11 

,9-20-77 

2-9-77

3-3-77

10-19-77

2-9-77 
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B. Franchise and Rates

1- All Star Mobile Home Park. W-628 3-21-11
John Baff aloe, d/b/a
Recommended Order Granting 
Franchise & Approving Rates

2. Beachwood Distr ibuting Company W-622 1-18-77
Inc. - Recommended Order 
Granti ng Franchise & Approving 
Rates

3. •• Dillard Billingsley & W-632 •-4-77 
John T. Billingsley
Recommended Order Granting
Temporary Operating Authori ty 
& Approving Rates 

4. Bonaparte's Retreat Water W-636 6-30-77
system, Ocean Side Corpor ation, 
d/b/a - Recommended Order
Granting Temporary Operating
Authority & Approving Bates

5. Roy A. Davis & Virgini a B. w-631 10-6-77
Davis - Order Grantin g 
Franchise

6. Edgebrook Development Company W-638 8-3-77
Recommended Order Granting
Temporary operating Authority
& Approving Rates

7. Forest Acres Water Company V-626 2-23-77
Recommended Order Granting 
Franchise & Approving Rates

8. Gaither Water ccmpany, Sam c. W-621 3-28-77
Gait her, d/b/a - Recommended 
order Granting Temporary
operating Authority 6 

Approving Rates 

9. "· R. G odley - Recommended W-652 12-29-77
Order Gra nting Franchise 6 

Approving Rates

I o. Heater Utilities, Inc. - Order W-2711, sub 2 I I 1-29-77 
Granting Temporary Opera ting 
Authority 

I I • Hidden Valley Estates, Sanford W-61 B,. sub I 1-18-77
E. Boss, t/a - Recommended
Order Granting Temporary 
Operating Authority 6 Approving
Rates
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12. A. Gordon Jewell - Recommended
Order Granting Franchise &
Approvin g  Rates

W-651 I 1-3-77 

13- M & s Corporation - Recommended W-625 1-3-77
Order Granting Temporary
Fr anchise & Approving Rates

14 .. M & S Corporation - Order W-625 6-21-77
Granting Franchise 

15. Masonboro Utilities, Inc• W-623 1-1 (-77
Recommended Order Granting
Temporary Operating Authority
& Approving Rates

16 .. T. L. M.atlock, Jr.. W-624 1-11-77
Recommended Order Granting 
Franchise & Approving Rates 

J7. William E .. McBee - Recommended R-562 4-29-77
Order Granting Temporary 
Operating Authority & 
Approving Rates 

18. Mercer Environmental W-198 ,, Sub 10 4-13-77
Corporation - Order Granting
Franchise & Approving Rates

(9. Troy Crouch - Order Granting 
Certificate of Public 
Convenience & Necessity 

w-576

20. Gile E. Hullis 'Well Drilling W-547, Sub I
Recommended Order Granting
TemPorary Operating Authority
& Approving Rates

21. P & B Waterworks,, Douglas Y. W-627
Pe rry & Prentiss Baker, d/b/a
Recommended Order Granting
Franchise & Approving Rates

22. Rugby south ., Inc. - Recommended W-460
Order Granting Franchise &
Approving Rates

23. Setzer Brothers, Inc. W-360 ,, Sub I
Recommended Order Granting
Franchise & Approving Rates

24. Sheffield community Water w-644
system ,, J. R. Finger &
Company, Inc. - Recommended
Order Granting Franchise &
Approving Rates

3-2-77 

2,-9-77 

8-30-77

6-30-77

9-6-77
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25. Skyland Drive water system,
Witten Supply co .. , Inc., d/h/a
Order Granting Temporary
Operating Authority

26. Spring Water Company, Inc ..
Order Granting FranChise &
Approving Bates

27. Springs l'lills, Inc.
Recommended Order Granting
Temporary Operating Authority
6 Approving Rates

28. s. P. Stanle y, Jr.

Recommended order Granting
Franchise & Approving Rates

29. Surry Water Company, Inc.
Order Granting Franchise
& Approving Rates

30. Surry Yater Company, Inc.
Order Granting Fr anchise &
Approving Rates

3f- Wilson Water Servic e, J. N. 
Wilson, d/b/a - Recommended 
Order Granting Temporary 
Operating Authority & 
Approving Rate s 

32. Woodstone Utilities, Inc.
Order Granting Franchise &
Approving Interim Rates

33. Woodvalley Utilities, Inc.
Order Granting Franchise &
Approving Rates

c. Rates

1- Creqg Bess, Inc. - Recommended
order Approving Rate Incr ease

2. Bethlehem Utilities, Inc.

Recommended Order Granting
Rate In crease

3. Buffalo !1eadovs Utility
Recommended Order Granting
Rate Increase

fl. Buffalo Headovs Utility 
Order Approving Increased 
Tap-on Pee 

W-642 6-8-77

W-337, Sub 3 10-31-77

W-650 I J-17-77 

W-639 9-22-77

W-314, Sub 16 1-25-77

W-314, Sub f7 9-20-77

W-554, Suh I 9-22-77

W-629 2-1-77 

W-645 9-20- 77 

W-28 I , sub 3 4-20-77

W-259, Sub 2 4-4-77

W-312, Sub 2 3-9-77 

W-312, Sub 2 4-13.-77
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s. Carolina Pines. Construction
company, Inc .. - Recommended 
Order Granting Rate Increase

6. Colony Water company, Inc.
Recommended Order Granting
Rate Increase

7. Dillard Grading com�any
Recommended Order Granting
Rate Increase 

8. Duke Power Company
Recommended order Approving 
Increase in Rates & charges

9. Goose creek Utility Company
Recommended order Approving
Increased Rates & Requiring
Improvements 

10. H & A Water Service, Inc.
order Amending Tariff

I 1. Helms Vater company, Eric T. 
Helms, d/b/a - Order Approving 
Increased Rates 

W-341, Sub 2 

W-230, Sub I 

w-340, sub 3

W-94, Sub 6 

W-369, Sub I

W-SJO, Sub 2

W-592, Sub I 

11-29-77 

12-9-77 

4-29-71

11-1-11

3-28-77

6-20-77 

5-11-77 

12. Hickory Hil1s Service co., Inc. W-460, Sub 3 3-28-77 
Order Approving Installation of 
Mete rs, Pletered Bates & 
Requiring Public Notice 

13. Land Harbor Utility Company W-598, Sub 2 1-12-77 
Order Approving commercial 
Tariff 

f4. Mercer Envi ronmental W-198, Sub 11 I 1-7-77 
Corporation - Order Approving 
Rates & Requiring Service 
Report 

( 5. Plorehead Rater System, Sides 6 V-525 6-1 Q-77 
Hudgens, d/b/a - Recommended 
order Requiring Meters 

16. Morehead Water System, Sides 6 'ii-525 I J-2-77 
Hudgens, d/b/a - Order 
Reversing Recommended Or der 

J 7. Norwood Beach Water System, W-498, sub I J 2-29-77 
Bobby E. Moss, d/b/a 
Recommended Ord8r Approving 
Rates 

fB .. 0/A Utili ty., Inc. - Order

Authorizing Tariff Amendment 
N-392, sub 2 2 -1 0-77 
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19 .. Oehler Water Company - Order 
Approving Tariff 

20. Piedmont Estates Rater System
Order Approving Tariff &
Requiring Notice

21. Lucius L. Ratchford
Recommende d Order Approving
Rates

22. Ridgecrest Baptist Conference
center - Order Approving
Increased Rates

W-440, Sub 2

W-581 • Sub I

W-421 • Sub I

w-71. sub 4

23. Scientific Water & Sewage W-J 76 • Sub 8
corporation - Recommended Order

24. Scientific Water & Sewage W-176, Sub 8
Corporation - Order A�e nding
Effective Date of Increase

25. Valleydale Water Company, Levis W-272, Sub t
E. Watford, d/b/a - Reco■mended
order Granti ng Bate Increase

26. Whisper ing Pines, Inc.
Recommended Order Increasing
Rates

27. Whispering Pines, Inc. - Order
Authorizing Rates to Beco■e
Effective

D. Transfers

w-1so, sub 2

W-150, Sub 2

1. Brookhaven, Inc. - Recommended w-119, sub 6
Order Approving Transfer

2. Roy A. Davis & Virginia B. W-631
Davis - Recomme nded Order
Authorizing Transfer fro■
Bailey Utilities, Inc.,
Granting Temporary Op erating
Authority & Approving Rates

3. John L. Harris - Order Allowing W-634
Transfer from "ildred T. Fisher
& Approving Rates

q_ Grac e B. Killian - Order W-298, Sub I
Allowing Transfer from Killian 
Brothers W at er Sy stem• Lester 
ft. Killian & Joe c. Killian, 
d/b/a, Granting Franchise & 
Approvinq Rates 

853 

10-13-77

2-9-77

12-14-77

7-J 3-77

6-6-77

7-8-77 

3-31-77

6-7-77

J 2-2-77 

s-1 3-77

3-30-77

6-2 J-77

I 0-31 -77 
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5. Lalceside Estates Water Company,. W-359, Sub I
Raleigh P. & Donn a w. LaRoche,
Jr., d/b/a - Recommended Order
Approving Transfer from John
W. Minters 

6. Letco, Inc., from Hickory Hills W-599
Service co., Inc. - Order
Cancelling Previous Order
& Closing Docket

7. Hatthevs Utilities,. Inc.

order Authorizing Transfer to 
City of Charlotte, Cancelling
Franchi se & Requiring Notice

B. Tovn of Minnesott Beach 
Recommend ed Order AFproving
the Acquisition of �innesott
Beach water systen by the 
Town of Hinneso tt:. Beach

9. Harrisbu rg Water Association,
Inc. - order Authorizing
Transfer from Sides & Hudgens,
a Partnership T/A Morehead
Road Water System

10. Oakdale water System
Transferring ownership from
1'!. H. l'!atthis to Cora Jane
Lovan

11- Ruff Water Company
Recommended or der Allowing
Transfer from James D. Rhyne,
d/b/a Rhyne Realty &
Construction Co., Granting
Tempora ry Operating Authority
E Approving Rates.

12. Sanitary Utiliti es. Inc.
Order Approving Transfer from
s & H utilities, Inc. &
Establishing Interim Rates

w-21 9, Sub 2

W-443. sub 2

W-653

W-647

W-435• Sub I

w-284, Sub 3

13. Walnut creek Utility company, w-637
Inc. - Order Approving Transfer
from village of Walnut creek 

14. Waterco, Inc. - Order
Authorizing Transfer to Davie
County & Requir ing Notice

w-ao. sub 22

I 1-23-77 

3-29-77 

2-9-77

I 1- 3-77 

12-15-77

6-20-77

3-14-77

3-8-77

5- I 9-77

11-22-77
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B. Miscellaneous

I• Catawba Water Supply, A. Boy 
Morrison, d/b/a - Order 
Authorizing Abandonment & 

Requiring Notice 

2. Scientific Water & Sewage
Corporation - Supplemental
Order Granting Authority tc
Issue Bank Note

J. super Dollar Stores, Inc., v.
Greshams Lake Industrial Park,
Til'f, INC. & NCNB Mortgage
Corporation - Order DismissiEg
Complaint & Closing Docket

W-f79, Sub 6

W-176, sub a

W-541, Sub I

855 

f2-f5-77 

8-8-77 

3-f 0-77 
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