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Sir: 

Pursuant to the provisions of Section 62-17 (b) of the 
General Statutes of Morth Carolina, providing for the annual 
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Respectfully sub■itted, 

RORTB CAROLIRA UTILITIES CO!!ISSIOR 

ftarvin R. Wooten, Chair■an 

Bugh A. Wells, Co■■issioner 

Ben E. Roney, Co■■issioner 

Tenney I. Deane, Jr., Co■■issioner 

tatherine ft. Peele, Chief Clerk 
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DOCKET NO. M- 100 , SOB 3 1 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Revision of Rule R2-37 - Group 3 , Petroleum 
and Petroleum Products , Liquid, in Bulk in 
'l'ank Trucks 

ORDER 
CORRECTING 

ERROR 

BY THE COMMISSION: It having been brought to the 
attention of the Commission that certain clerical errors 
exist in Exhibit A attached to and made a part of the 
Commission ' s Orders in Docket No . N-100 , Sub 3 1, dated 
January 14, 1971 , and August 8 , 1972 , and also reflected in 
Rule R2-37 - Commodity Description, said errors being (I) 
the word "Dodecylbenzene" is listed t wice on said exhi bit , 
( 2) the word "or" should be shown between the words "Drain 
Oil" and " Drip Oil " or either these should be listed 
separately , and (3) a comma should be p laced between the 
words "Fuel Jet", ¼nd the Commission being of the opinion 
that said errors should be corrected, 

I T IS , THEREFORE, ORDERFD AS FOLLOWS: 

That Exhibit A attached to and ■ ade a part of the Orders 
in this Docket dated January 14,· 197 1, and August 8 , 1972 , 
and that Rule R2-37 Commodity Description , of the 
com■ission • s Rules ¼Dd Regulations, be, and the same are 
hereby , amended as set forth in Exhibit A attached hereto 
and made a part hereof . 

ISSUED BY ORDER OP THE COMMISSION. 

This the 3 1st day of January, 1973 . 

( SEAL) 

DOCKET NO . M-100 
SOB 31 

EXHIBIT A 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

Group 3 . f~!I.21~~m and Petroleu m 
ProductsL Li1uidL in Bulk in Tan k !I:!!cks . 
Petroleum products are defined as those 
derived from the mainstream cf the crude 
oil and natural gas , containing only the 
elements of carbon and hydrogen , and 
unaltere d by the addition of any atom or 
atoms of elements other than those of said 
carbon and hydrogen. 

Asphalt and asphalt cutback are not 
incl uded in this group. The following 
named commoJities are included in this 
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group, together with any other commodities 
within the de.finition set out above: 

Absorption Oil 
Absorption Oil DisUllate 
Benzene 
Butadiene 
Butane 
Butene 
coal Spray Oil 
compressor Oil 
cordage .Oil 
Core Oil 
crude oil 
cutting .oil 
cyclohexane 
Decahydronaphthalene 
Diamyl Naphthalene 
Diesel Oil 
Diethyl BenZgne 
Diisobutylena 
Dodecylbenzene 
Dodecyltoluene 
Drain Oil 
Drip Oil 
Ethyl Benzen :! 
Ethylene 
Floor Oil 
Fuel, Jet 
Fuel Oils: 

Bunker C 
Commercial Medium 
Distillate 
Residual 
#4 commarcial 
#4 Low sulphur 
115 Cold 
#5 LOW Sulphur 
#5 Oil 
t6 Oil 
#41 commercial 
#74 I Oil 

Gas, Liquefied Petroleum 
Gas Oil 
Gasoline,. Natural or blended 
Harness Oil 
Heptane 
Isobutylene 
Kerosene 
Leather Oil 
Lubricating Oil 
Mineral Oil 
Mineral Spirits 
Miners Oil 
Mould Oil 
Naptha 
Naphthalene 
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Paraffin Wax 
Pentane 
Petrolatum 
Petroleu111 Jelly 
Petroleu11 Oil 
Petro l e um cu11ene 
Petroleum Refinery Still Bottoms 
Propane 
Prope llor Oil 
Propylene 
Range Oil 
Refined Petroleum Oil 
Refined Petroleum Wax 
Styrene 
Tetrahydronaphthalene 
Toluol (tolu ;rne) 
Trans former :>il 
Turbine Oil 
Waste Petroleum Oil 
Petroleum Distillate 
Petroleum White Oil 
Petroleum War Tailings 
Xylene (xylol) 

DOCKET NO. M- I CO , SOB 37 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Adoption of the 1972 Amendments to the 
Rules and Regulations for Safety of 
the O. s . Department of Transportation 
Pursuant to Rule R2-46 of t he Commission ' s 
Motor Carrier Regulations as Granted Under 
G. S. 62-26 1 (3) and G. S. 62-281 . 

ORDFR 

3 

The North Carolina Utilities Commission , acting under its 
power and authority delegated to it by la w, hereby adopts 
the 1972 amendments to the Motor Carrier Safety Regulations 
of the United States Department of Transportation relating 
to safety of operation and eguipmant (49 CFR Parts 390-397) 
and it is hereby 

ORDERED, That said amendments shall be effective from the 
dates as prescribed in each amend■ ant. 

IT IS FURTHER ORDERED, That all future amendaents to said 
regulations shall be adopted by this co1111ission and shall be 
effective on the sa■e date as prescribed by the United 
States Department of Transportation, except those amend■ents 
that may be in conflict with the North Carolina General 
statues or those that may be specifically excluded fro■ 
adoption by further order of this Commission. 

BY ORDER OF THE COMMISSION. 
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This the 1st day of March, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherin~~. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. M-100, SUB 39 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Rule-Making Proceeding to Investigate and 
Promulgate Rules to Prohibit Discrimination 
in Billing Practices and to Establish 
uniform Tariff Provisions for Piling of 
Customers of Electric, Telephone, Gas, 
Water ,and Sewer Utilities. 

ORDER 
CLOSING 
DOCKET 

BY THE COMMISSION. Upon consideration of the ~udgment and 
Opinion issued by the North Carolina Court of Appeals 
certified to this Commission on August 6, 1973, and upon 
consideration of an Order of th~ North Carolina supreme 
Court, dated October 4, 1973, d3nying Petition for Writ of 
certiorari to the :ourt of Appeals, the matter is now before 
the commission for further ccnsideration and·closing of the 
docket. Upon further revisw of the Rule Rl2-9 it appears to 
the commission that paragraph (c) of said Rule contains 
language which might be interpr~ted as requiring that the 1% 
charge would be applicable to only a portion of the billing 
period, to wit: "and the date from which interest shall be 
computed in the event the utility applies an interest, 
finance or service charge11 • Tlie commission concludes that 
the quoted language was inadvertently retained after the 
daily computation system proposed in the interim draft Rule 
was abandoned. As such, th~ language at the present time 
has no effect and its continued retention may create 
interpretation problems. Accordingly, the language in 
question should be deleted. such deletion will not affect 
any procedural or substantive right cf any person. 

IT IS, THEREFORE, ORDERED: 

I• That the phrase "and the date from which interest 
shall he computed in the evgnt the utility applies an 
interest, finance or servic~ charge" be, and hereby is, 
deleted from paragra-ph (c) of Rule RI 2-9, such that said 
paragraph shall read as follows: 

11 (c) Past due or delinguent bills. The past due ot 
delinquent date is the first date upon which the 
utility may initiate disconnect proceedings under 
N.c.u.c. Rule Rl2-8. Tlie past due or delinquent date 
shall be disclosed on the bill and shall be not less 
than fifteen (JS) days 3fter the billing date. In 
the event the utility fails to place the bill in the 
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mai l [or de l iver it as in paragraph (b ) a bove) prior 
to or on said billing late , the cons umer shall have 
the right to require that the utility adjust the 
bil l ing date by t he number of days by which the 
postmark [ or delive ry as in paragraph ( b) above ) 
exceeds the original billing date." 

2 . That the proc eeding be , and hereby is , terminated and 
the docket closed. 

ISSUED BY ORDER OF TBE CON NISSION. 

This t he 19th day of October , 1973 . 

KORTH CAROLINA UTILITIES COMMISSION 
Katherine l. Peele , Ch ief Clerk 

(SEAL) 

DOCKET NO. N- 100, SUB 43 

BEFORE THE NORTH ~ ARO LINA UTILITIES CON NISSION 

In the Natter of 
Motor Transportation in 
Charter Serv icl of Public 
School Students for or Undlr 
the Control of the St ate of 
North Carolina 

ORD ER CLOSING DOCKET 
UPON RE-ENAC1~ENT OF 
IXF HPTION OP TRANS
POPTATI ON FOP THE 
STATE 

Upon consideration of th e reco=j herein and the action of 
the General Assembly of North :arolir.a in Chapter 175 of the 
Session La vs of 1973 , cati fiEj on April 11, 19 7 3, re
enacting the exe■ption of t rans portation for th~ State of 
Nor th Carol ina and it s political s ubdivisions in G. S . 62-
260 (a ) (I), a copy of s aid Chaoter 17 5 of t he Sessior. Lavs of 
19 7 3 being attached hereto a s Apfendix A, and it appearing 
to the co■■ission that the transFortation for the State of 
North Car ol ina and its po l itica l sutdivisions and agencies 
is nov e xempt fro■ regu l ation, ard furthe r , that the 
Co■■ ission has been rlstr1ined from regulating 
t ra nspor tation for and under control of the Federal 
Govern ■ent pursuant to a n Opinior. and Order of t.he o. s . 
District court for the Eastern Oistric· of North Carolina 
entered o n December 20 , 1972 in 1nited Stat 0 s o f America v. 
!!2.rih ~l Ulilill ~1il iiig§ ~QB~i§§!Q~L f! ~1, Docket No. 306 1, 
and t ha t the i ssues in this docket are moot and th e docket 
should b e c l osed and all parties hereto notified that the 
service proposed to be r egula~ ed hereunder is nov e xempt 
fro■ regul a t ion , 
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IT IS, THEREFORE, ORDERED AS FCLLOWS: 

1. That the rule~making proceeding is discontinued and 
the docket closed for the reasons above stated, based upon 
the staiutory exemption of transportation for the state of 
North Carolina and its political subdivisions and agencies, 
and the Order restraining regUlation of transportation for 
the u. ''S. Government. 

2. That the parties t'o th.is docket iire hereby notified 
that the temporary common carrier authority issued herein by 
order of September 9, 1971, to then exempt carriers for 
tiansportation of passengers for and _under control of the 
State of North Carolina and its political subdivisions and 
agencies are hereby terminated, and that such transportation 
may now be rendered as exemp~ transportation, and that the 
Exemption certificates heretofore issued to said carriers 
are reinstated and that any oth~r motor carrier seeking tO 
perform such service wh_o has not bere.tofore applied for a-nd 
received Exemption Certificates for transportation for and 
under control of the u. s. G0vern~ent or the state of North 
Carolina or any political subdivision thereof or any board, 
department or commission of the State, or .any institution 
owned and supported by the .State. 

ISSUED BY ORDER OF THE COMMISSION. 

This 15th day of May, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine !'I. Peele, Chief Clerk 

APPENDIX A 
CHAPTER 175 

HOUSE BILL 773 

AN ACT TO AMEND G.S. 62-260, MOTOR CARRIER EXEMPTIONS, BY 
ADDING THE- STATE. OF NORTH CAROLINA TO THE LIST OF 
EXEMPTIONS. 

The General Assembly of North Carolina enacts: 

section 1. 
new subdivision to 
follows: 

G. s. 62-260 (a) is amended by adding a 
be designated· 11 (I)" and to read as 

11 (1) Transportation, of passengers or property for or 
under the control of the state of. North Carolitia, or, any 
political subdivision ·thereof, or any .board, .department or 
commission of the State, or · any institution owned and 
supported by the State. 11 

Sec. 2. 
ratification. 

This act shall become effective upon 
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In the 'General Assembly read three times and 
ratified, this the 11th day of April, f973. -

.James B. Hunt, Jr. 
President of the 
Senate 

James E. Ramsey 
Speaker of the House 
of Representatives 

DOCKET NO. M-(00, SOB qg 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Amendment to Chapter 3 by Adding Rule R3-8 -
Railroad Station Buildings Involved in Rail
road Mobile Agency concept 

ORDER 

The North Carolina Utilities commission, acting under the 
power and authority delegated to it by law, hereby amends 
Chap.ter 3 of its Rules and Regulations by adding a new rule 
identified as Rule R3-8, reading as follows: 

Rule R3-8. Railroad station buildings involved in railroad 
mobile agency concept. 

(I) Each railroad company filing an application with the 
Commission for authority to implement a mobile agency 
concept in North CarClina may also submit along 
therewith a proposal indicating the appearance, 
phy.Sical condition and proposed disposition of each 
station building· involved in said mobile agency 
concept, or, if said application is assigned for 
hearing, the railroad company shall file with the 
Commission ten (10) days prior to the date of hearing 
information as to the appearance, physical condition 
and proposed disposition of each of the station 
buildings involved in the mobile agency concept. 

(2) The railroad company shall he responsible for keeping 
and maintaining each of its station buildings which 
it owns and which is involved in a mobile agency 
concept in a reasonable s.tate of repair or arranging 
for such proper maintenance, until authorized by the 
North Carolina Utilities Commission to dismantle and 
remove or Otherwise dispose of said buildiDg. 

(3) The railroad company shall submit a report within 
fatty-five (ijS) days after December 31, each year to 
the Commission on any and all remaining station 
buildings it owns involved in mobile agency concepts 
as to their characteristics such as present 
appearance, physical condition and utilization 
thereof. 
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and directs that the same shall be in full force and e·ffect 
from and after the date of this order. 

BY ORDER OF THIS COMMISSION. 

This the 7th day of March, 1973. 

NORTH CAROLINA UTILITIES COHHISSION 
Katherine M. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. E-100, SUB 12 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Research and Development 
Adjustment on'the Rates 
of Electric Utilities 

ORDER CLOSING DOCKET 
UPON WITHDRAWAL OF 
PROPOSED SURCHARGE 

on December 21, 1972, Duke Pov3r Company, Carolina Power 
and Light Company, and Virginii Electric and Power Company 
each filed a withdrawal in writing of the Petition beiein, 
and Carolina Power and Light Ccmpany and Virginia Power and 
Light Company filed a withdrawal in· writing of the tariffs 
under investigation herein, which propose a surcharge of 
varying portions of a cent per kilowatt hour on all 
customers of said utilities in North Carolina for special 
research .and development expenditures. It appearing under 
the Rules of Procedure that parties having filed an 
application for rate increase may withdraw said application, 
and that said surcharge proposals are no longer before the 
commission, 

IT IS, THEREFORE, ORDERED that based on the withdrawal and 
cancellation of the Petition and the tariffs under 
investigation herein filed in writing by Duke Power company, 
Carolina Power and Light company and Virginia Electric and 
Pov~r company on December 21, 1972, that this docket is 
hereby closed. 

ISSUED BY ORDER OF THE COMMISSION. 

This 5th day of February, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 
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DOCKET NO . E-1 00, SUB 14 

BEFORE THE NORTH CAROLIN A OTILI TI ES COKl'IISSI ON 

In the !latter of 
Ru l emaking Proceed ing to 
Establish a Procedure for 
Electric Power Plant Siting 
in North Carolina 

ORDER ESTABLISHING NORTH 
CAROLINA UTILITIES 
COl'll'IISSION RULES RB-42 
and R8-43 

BY THE COl'IKISSION . On January 18, 1973, the Commission 
issued its Order Instit uti ng Rulem aking Proceeding , advising 
that it had under consideration th~ promulgation of proposed 
rules regarding the planning, siting, and construction of 
electric generating facilitie s in the State of North 
Carolina and procedures to be employed by electric utilities 
for reporting forecasts of loads an d reso urces . Notice was 
given in the Order that the p roposed Rules as set out 
therein wo uld be p r omulgated and adopted to become effective 
on March I, 1973, unless fo r mal objections and r equests for 
public hearing were received on or be fore February 15 , 197 3. 

Proposed Ru l e R8-42, "Preliminary Plans for Siting and 
Construction of Electric Generation Facil ities", is 
generally concerned with filing of site information, the 
procedures involved in filing for a Certificat e of Public 
Convenience and Necessity, and information r ~garding the 
need, cost and scheduling of a new generation facility. 

Proposed Rule R8-43 , "Annual Reports" , provides for yearly 
reporting by electr ic utilities in North Carolina on 
probable future electric generation sites, and generation 
and transmission facilities planned for future ope rations. 

Pursuant to motions filed by Carolina Power & Light 
Company ("CP&L"), Duke Power company ("Duke"), and Virginia 
El ectric and Power compan y ("V EPCO"), during Febr uary and 
Karch 1973 , which are of record and which are recite d in 
detail in the Commission Order issued on ~pril 27 , 197 3 , the 
Commissi on allowed requests for extensions of time withi n 
which to file comments, ob jections, and requests for public 
hearing , or to otherwise respond to the proposed Rules. 
Comments , objections, requests for clarification , and 
requests for public hearing were filed by CP&L , Duke and 
VFPCO on April 16, 1973, as were r eq uests for a Prehearing 
Conference to discuss the procedure to be followed at the 
public hearing . By Order issued on April 27 , 197 3, the 
commission scheduled a Pre hearing Conference for Kay 10, 
1973, and scheduled the matter for public hearing en June 
28 , 1973. 

The Prehearing con f erence of parties of record was 
con vened as scheduled, vith counsel for CP&L , Duke and 
VEPCO, and the Commission Staff participating. Al so presP.n+ 
and participating in t he initial portion of the Conference 
were Mr. Taylor of VEPCO; Kiss Sandra Linton for the 
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conservation council of North Carolina; Dr. David Hartin and 
Mrs. Gail Wallet (interested citizens). 

Pursuant to the discussions, stipulations, and agreements 
reached at the Conference, the Staff has filed a ·memorandum 
setting forth proposed clarifications of and revisions to 
the proposed Rules. eased upon the clarifications of or 
revisions to the proposed Rules as submitte·a by the Staff, 
CP&L, Duke and VEPCO (on May 29, 1973) .filed written 
statements of intent to withdraw their requests for public 
hearing. 

Considering the matters stipulated .and agreed upon as 
reflected cumulatively by all written submissions subsegUent 
to the calling of the Prehearing Conference on Hay 10, 1973, 
including those in the Pr9hearing transcript and those ,in 
the letters of intent filed on May 29, 1973, and considering 
the proposed Rules as revised and as set forth hereinabove, 
the Commission makes the following 

fifilU1HE Ql l! CT 

1. The proposed N.c.u.c. Rules·RS-42 and RS-43 as set 
forth below are in the public interest and are reasonable 
and necessary to the effective administration and 
enforcement of 62-110.1, 62-82, and other pertinent parts of 
Chapter 62 of the North Carolina General statutes: 

ARllgl 8 - ELECTRIC ENERGY SUPPLY PLANNING 

Preliminary Plans for Siting and 
Construction of Electric Generation and 
Related Transmission Facilities in North 
Carolina 

(a} No commitments and contracts made for the purchase of 
a steam supply system, turbine, generator or other 
major component of tb~ generation system shall be 
noricancelable until such time as the Certificate of 
Public convenience and Necessity has been issued. 

(b) Information to be filed 120 days or more before the 
filing of the Application for a certificate of Public 
convenience and Nece~sity for generating facilities 
vith capacity of 300 MW or more shall include the 
following: 

(1) Available site information fincluding maps and_ 
description}, preliminary estimates of initial 
and ultimate development, justification for the 
adoption of the site selected, and general 
information describing the other locations 
considered. 

(2) As ·appropriate, preliminary information 
concerning geological, aesthetic, ecological, 
meterological, seismic, water supply, 
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pop ulation and general load center data to the 
e xtent known. 

A state■e nt of the need for 
including infor mation on loads 
capab ility. 

the facility 
a n d generating 

( 4) A descriptio n of investigations co■pleted , in 
progr ess, or propose d involving the s ub j ect 
site. 

( 5) A statement of e xisting or pr oposed pl ans kr.own 
to Applicant of f eder al, state , local 
govern ■ental and private entities for other 
devel opments at or adjacent to the proposed 
site. 

( 6) A statement of existing or proposed 

(7) 

env ironment al evaluation progr am to ■eet the 
appl icable air and water quality standards. 

A brief gene r a l 
trans■ission line 
site. 

description of practicable 
routes emanating fro■ t he 

( 8) A list of a ll agencies from which approvals 
wi l l be sought covgring vario us aspects of any 
generation fac i lity constructed on the site and 
the title and nature of such approvals. 

(9 ) A state■e nt of gsti■ated cost infor■ation , 
incl uding plant and relate d trans■ission 

capital cost (initial core costs for n uclear 
units) ; all oper ating expenses by categories, 
including fue l costs and tota l generating costs 
per ne t KWH at plant ; and infor■ation 
concer ning capacity f actor, heat r a t e , and 
plant service l ife. Furnish comparative cost 
including r 9 lated transmission costs of other 
final a l ternatives considered . 

(1 0) A schedule s hoving the antici pat ed beginning 
dates for constr uction , testing , and co■■ercial 
operation of t he generating faci l ity. 

(C) Procedures for obtaining the Certificate of Public 
Con venience and Necessity shall be as state d in the 
Gener a l Statutes. 

Annual Report s 

(a ) Every electrical public ut i lity shall , annually , on 
or before April I furni s h the co■mission with a 
r eport containing a t e n- year forecast of l oads and 
generating capability. The report shall describe all 
gener ating facilitie s and known trans■ission 
facil ities vith operating voltage of 200 KV or more 
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which, ·in the judgment of the utility, vill be 
requited to supply systgm demands during the forecast 
period. The report shall cover the ten-year period 
next succeeding the date of said report~ and shall 
include the following: 

(I) A tabulation of peak loads, generating 
capability, and reserve margins for each year. 

(2) A list of the existing plants in service with 
capacity, location, and. any technological 
innovations to be backfitted to improve 
environmental quality to the extent known. 

(3) A list of generating units under construction 

(4) 

(5) 

or planned at plant locations for which 
property has been acquired, for which 
certificates have been received, or for which 
applications hava been filed with location, 
capacity, plant type, and proposed date of 
operation included. 

A list of proposed generating 
locations not known with general 
capacity, plant type, and date of 
included to the extent known. 

uni ts at 
location, 
operation 

A list of units to he retired from service 
location, capacity and expected date 
retirement from the system. 

with 
of 

(6) A list of transmission lines and other 
associated facilities (200 KV or over} which 
are under construction or proposed including 
the capacity and voltage levels, location, 
schedules for completion and operation. 

(7) A list of any generation and associated 
transmission facilities under construction 
which have delays of over six months in the 
previously report~d in-service dates and the 
major causes of such delays. Upon request from 
the Commission Staff, the reporting utility 
shall supply a statement of the economic impact 
of such delays. 

(8) A list of future probable sites giving general 
location and description, major advantages, and 
whether the sits is wholly owned, partially 
owned or not owned by the utility. 

(b) Every electrical public utility shall, biennially, 
include in th9 report a twenty-year forecast of 
loads, generating capability, and reserve margins. 

2. The proposed Rules provide reasonable and orderly 
procedures for providing timely notice of pl_ans to construct 
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e l ectric generating facilities, 
opportunity for public participation 
process, and to aid in aYoiding 
construction and operating schedules 
facilities. 
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to allow increased 
in the certification 
unti ■ely delays in the 

of required generating 

3. The 
appropr iate 
power in 
declared in 

proposed Ru les, as set forth aboYe, are 
in the e xercise of thi s co■■ission•s rule ■aking 

accordance wit h th3 Environmental Policy Act, as 
G. S. ll3(a)(3) anl 113(4). 

Whereupon the Co■■ission reaches the following 

As a result of the Prehe~ring Conferences in which a ll 
parties of record haYe participated, it appears fro ■ t he 
pleadings, stipulations, and ad~issions of record that there 
are presently no controverted ■atters or genuine issues of 
fact or law re ■aining for hearing at this ti■e and that the 
need for a hearing has been alleviated. Accordingly, the 
proposed N.c.u.c. Rules RS-42 and RS -43 as set forth above 
should be pro■ulgated and adopted without further delay and 
the hearing should be cancelle1. The co■■ission recognizes, 
however , that persons not presently for■al parties of record 
■ay wish to offer further cc ■ ments or proposals for 
consideration by the Commis3ion regarding revisions or 
application of the new Rules or adoption of other related 
Rules, and for that reason the Rules will be adopted s ub ject 
to s uch further orders of t he Commission as may be required. 
The ■atter will be kept open Ultil July I, 1973 , to receive 
any such coa■ents or proposals as any interested person may 
wish to file. 

IT IS, THEREFORE, ORDERED as follows: 

1. That the public hearing 
28 , and June 29 , 1973, be, and 
parties are hereby relieved 
Order of May 23, 1973, that 
published . 

heretofore scheduled for June 
heraby is , canc3lled. The 

from the requirem ent in the 
notice of said hearing be 

2. That Rules RS-42 and R8-43 as set forth above be , and 
hereby are, promulgated and adopted , effective on and after 
July I, f973, subject to fur~h3r crders of the Commission 
pursuant to ordering Paragraph 1 b~low. 

3 . That this docket shall r3°tai'l open until July I, 1973, 
in order that any interested pe=son may file comments or 
proposals for consideration by th3 commission, and for such 
further orders as may be appro pri¼te herein. 

ISSOFD BY ORDER OP THE COMMISSION . 
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This 'the 7th day of June, 1973. 

NORTH CAROLINA UTILITIES COHHISSION 
Katherine M. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. E-100, SUB _14 

B.EFORE THE NORTH CAROLINA UTILI'l!IBS COMMISSION 

In the Matter of 
Rulemaking Proceeding to Establish 
a Procedure for Electric Paver Plant 
Siting in North Carolina 

ORDER 
CLOSING 
DOCKET 

BY THE COMMISSION. On June 7, 1973, the 
its order establishing N.c.u.c. Rules 
effective on and after July J, 1973, 
following provision: 

Commission issued 
RS-42 and RS-43 
subject to the 

11 3. That this docket shall remain oPen until July I, 
197.3, in order that any interested person may file 
comments or proposals for consideration by the 
commission, and for such further orders as may be 
appropriate herein. 11 

No comments or proposals 
hearings having been filed in 
recited above, 

reque·sting 
accordance 

rule 
with 

changes 
Paragraph 

or 
3 

IT IS; THEREFORE, ORDERED that this proceeding be, and 
hereby is, terminated and the docket closed. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 23rd day -of July, I 973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. E-100, SUB 16 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Revision of Rule RS-25 - Rate Schedules; 
Rules and Regulations 

ORDER REVISING 
RULE R8-25 

BY THE COMMISSION. The Commission, in its January 22, 
1973 Executive Conference has, on its own motion, considered 
the follow_ing: 
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I l Part (c) of Rule RB-25 - BAU ~cbed31lfil f!ules And 
Jl~gyl~!iOD.§ now reads as follows: 

"(c) Consumers desiri ng service in excess of 25 HP 
!ill be required to enter into term 
contracts.••" (emphasis added) 

2) It is considered that the addition of loads in excess 
of 25 HP on some systems may have an adverse effect 
upon the service supplied to existing customers , and 
upon the rate structure of that utility, if that 
util ity is not protected by term contract. However , 
ether larger utilities find that such load additions 
do not materially affect either quality of service or 
the rate structure, but that somewhat larger loads 
may cause such adverse effects. It appears, 
therefore , to be an undue burden upon the larger 
utilities and the consumers to require that All 
consumers desiring service in excess of 25 HP enter 
into a term contract. 

The commission considers it to be in the putlic interest, 
and in the interest of promoting adequate, economical and 
efficient electric service that 

fl Consumers desiring service large enough to require 
additional facilities or other special consideration 
from the electric utility should be required to enter 
into an appropriate contract to protect the service 
and rate structure of the existing ratepayers of the 
utility, but that 

2) Wher e services desire d are not large enough to 
require such additional facilities or other special 
consideration, or where costs of contract 
administration would negate the benefit of such 
contract, the consumers and the utilities should not 
be required to enter into such contract. 

Accordingly, the Commission considers that revision of 
Rule RR-25 is in ordar. 

IT IS, THEREFORE, ORDERFD 

That paragraph (c) of Rule RB-25 - Jate ~chedule~, Rules 
li~ ~gyJ.A!.121!§, which now reads " (c ) consumers desiring 
service in excess of 25 HP will be required to enter into 
ter■ contracts ••• ", shall be revised and changed to be "(c) 
consumers desiring service in excess of 25 HP !~I be 
required to enter into term contracts •• ·" (word change 
underlined) • 

BY ORDER OF THE CO!!ISSION. 
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This the 9th day of February, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine H. Peele, Chief Clerk · 

DOCKET NO. G-100, SUB 12 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Rule-Making Proceeding 
for curtailment of Gas 
Service Due to Gas 
Supply Shortage 

ORDER GRANTING SECOND LIMITED 
EXEMPTION TO CERTAIN INDUSTRIAL 
CUSTOMERS OF PUBLIC SERVICE CO. 
OF N. C., INC., TO CURTAILMENT 
PRIORITY PLAN 

BEARD IN: 

BEFORE: 

APPEARANCES: 

The Commission Hgaring Room, ~aleigh, North 
Carolina, ·on Jamiary 12, 1973, at I 0:00 A.M. 

Chairman Marvin R. Wooten, Presiding; 
commissioners John w. McDavitt. Hugh A. llellS, 
and Ben Roney 

For the Petitioner: 

James G. Kennedy 
Vice President & General counsel 
Laurens Glass Company 
P. o. Drawer 9·, Laurens, South Carolina 
Appearing for: Laurens Glass Company 

Division ot Indian Head, Inc. 

For the Intervenors: 

J. H. Baley, Jr~ 
McGuire, Baley & Wood 
First Union National Bank Bu1lding 
P. o. Box 748, Asheville, N. C. 28802 
Appearing for: The Ball corporation 

J. M. Broughton, Jr. 
Broughton, Broughton, McConnell & Boxley 
Box 2387, Raleigh, N. C. 27602 
Appearing for: Uniglass Industries of 

Statesville, N. c. 

Daniel w. Fouts 
Adams, Kleemeier, Hagan·, Hannah & Fouts 
P. o. Box 3463, Greensboro, N. c. 
Appearing for: Pomona Pipe Products, a 

Division of Pomona corporation 
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James T. Williams, Jr. 
"cLendon, Brim, Brocks, Pierce & Daniels 
P. o. Drawer u, Greensboro, N. C. 
Appearing for: Piedmont Natural Gas 

Co11pany, Inc. 

Vaughan s. Winborne 
Attorney at Lav 
1108 Capital Club Building 
Raleigh, N. c. 
Appearing for: United Cities Gas Company 

For the Respondent: 

F. Kent Burns 
Boyce, eitchell, Burns & Saith 
Box 1406, Raleigh, N. C. 27602 
Appearing for: Public Service company 

of N. c., Inc. 

For the Commission Staff: 

Willia■ E. Anderson 
Assistant Commission Attorney 
P. O. Box 991, Ral e igh, N. C. 27602 
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On April I, I 97 I, the Com11is sion established curtailment 
priorities for the interruption of gas service to r~rm 
customers in the event natural gas supplies are limited, 
curtailed or otherwise interrupted. The following are the 
classes of customers in the order in which they are to be 
curtailed as set forth in that order. 

(a) All Interruptible Service 
(b) Large Industrial Firm Customers 
(c) Small Industrial Fir■ customers 
(d) Large co■■ercial customers 
(e) Small commercial customers ( see (f) below] 
(fl Public Schools and Hospitals 
(g) Residential Customers. 

In its order issued on July 27, 1971, in this docket, the 
Co■mission implemented the abova priorities requirement as 
follows: 

(6) "That the com■ission•s Order issued on April I, (971, 
be modified to the extent that customers us ing natural gas 
who are adver.sely affected by application of the above 
rules ■ay file with this Commission an application for 
relief fro■ the Order of the Commission from curtail■ent 
of natural gas service up to the point that denial of 
natural gas service would have a destructive influence on 
their operations." 

Pursuant to the above orders, certain industrial customers 
of Public Service company of North Carolina, Inc. (Public 
Service) requested relief from the priorities established by 
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the Commission as provided for in ordering .c~ause (6) listed 
above. 

By .order issued February 23, (912, the Commission granted 
limited exemption to the following companies. 

Ball corporation - Asheville, North Ca~olina 
Laurens Glass,_ Henderson, North Carolina 
Sanford Brick and Tile Company - Sanford, North Carolina 
Pomona Pipe Products - Gulf, North Carolina 
Uniglass Industries of Statesville, North Carolina 
Hillsborough Dyeing & Finishing corporation -

Hillsborough, N. C. 

By letter dated May 31, 1972, Laurens Glass, who operates 
a plant at Henderson, North Carolina, petitioned the 
commission for an extension of the order ,Granting Limited 
Exemption to certain industrials tc·the curtailment priority 
plan for an ~dditional six months to May I, 1973. The 
commission requested certain information from Public Service 
concerning its ability to continue the limited exemption as 
sought by Laurens Glass. Public service company furnished 
the information requested on August 14, 1972. The 
commission on September I, 1972, requested that if Laurens 
Glass des-ired to be heard in this matter to please advise 
the Com.mission. By let·ter dated September 26, 1972, the 
commission was advised by Laurens Glass that it requested to 
be heard in this matter. 

On November 22, 1972, Pomona Pipe Products, who operates a 
plant at Gulf, North Carolina, filed a Petition to Intervene 
and Motion to Amend. 

On December 6, 1972, Ball ·corporation who operates a plant 
located at 1856 Hendersonvilla Highway, AsheVille, North 
Carolina, Buncombe County, petitioned the Ccmmission to 
intervene and filed a Motion to Amend. 

By order issued December 12, 1912-, the. commission allowed 
Pomona Pipe Products and Ball co~poration to intervene in 
this proceeding. · 

On December 19, (972,', Ball corporation filed a. Petition 
for interlocutory relief requesting an extension of the 
limited exemption from ,curtailment heretofore granted to 
Ball corporation until the matter could be heard by the 
commission. 

By ord':!r 
the request 
corporation. 

issued December 22, f 972, the Commission denied 
for inter_locutory ralief requested by Ball 

The matter was heard on January 12, 1912, in the 
commission Hearing Room as set forth above: 
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FINDINGS OP PACT 

Ball corporation 
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I) Ball Corporation operates a glass container plant at 
Asheville, North Carolina, which requires a substantial 
volume of natural gas in its glass manufacturing process. 
(Its contract with Public,•service · calls for f 400 MCF a day 
of firm gas.) 

2) Ball Corporation, since the Commission's order of 
February 23, 1972, has installed a standby fuel oil system 
to provide alternate h~ating capacity to its furnace. In 
addition, Ball corporation has purchased and installed an 
electric lehr for one of its two glass lines and has on 
order a second electric lehr scheduled for installation 
during the first quarter of 1973. 

3) Ball Corporation has received a commitment from an 
Asheville fuel oil dealer for its furnace oil needs. 

4) Ball corporation requires 500 Hi:F a daj at this time 
to operate its feeder and its refining equipment. 

Laurens ·,Glass 

I) Laurens Glass operates a glass manufacturing plant in 
Henderson, North Carolina. The plant has five separate 
furnaces which it uses to melt the raw materials into molten 
glass. At present two of ·these five furnace& can use either 
natural gas or No. 2 fuel oil. A third furnace is in the 
process of being rebuilt and when the furnace is rebuilt, it 
will be able to utilize both natural gas and No. 2 fuel oil. 
Laurens Glass proposes to install an oil stand·by- system in 
1974 in the furnace designated as furnace A. It proposes 
fort.her to convert furnace E in the year 1975 so that it can 
use another fuel other than natural gas on a standby basis. 

2) Laurens Glass' present contract with Public Service 
is for 4500 MCF per day of firm gas, the minimum amount of 
gas which Laurens Glass requires to protect its facilities, 
but vith no production, is 3600 HCF per day of firm gas. 

Pomona· Pipe Products 

I) Pomona Pipe Products operates a pipe plant at Gulf, 
Not'th Carolina. 

2) Its contract with Public Service is for 1350 MCF per 
day of firm gas. 

3) Pomona can reduce gas volumes by 61 percent or 
requires 500 MCF a day to maintain the thetmal balance in 
its kiln. At this level no ware will be produced. P9mona 
proposes to install by next fall a propane plant for standby 

·service. 
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Public Service company. of N. c., Inc. 

I) Public Service is a public utility supplying natural 
gas to various communities in North Carolina ana is subject 
to the jurisdiction of the North Carolina Utilities 
commission. 

2) That pursuant to authority of the Federal Power 
Commission, Transcontinental Gas Pipe Line Corporation 
(Transco) is curtailing all. of its customers below contract 
volumes (a-t January 2, 1973) • Transco has estimated that 
its systemwide curtailment percentage to its customers 
including Public service for the y~ar 1973 is as follows: 

ESTIMATED - 1973 
~a~~ Feb. ~au Al!£. Ha1 Ju~ .:I!!11 

Estimated Systemwide 
Curtailment Percentage 9% 9% 

Public Service can, under designed conditions (average 
minimum temperature of 15°) and providing that it receives 
an · exemption from Transco as provided for in the settlement 
agreement approved by the Fed~ral Power commission in Docket 
No. RP72-99. meE!t its firm customer commitments. , 

CONCLUSIONS 

Public service is not reCaiving from Transco its full 
contractual gas supply. Tra-nsco has a~vised Public Service 
that its estimated systemwide curtailment ~ould continue 
throughout (973 and range from 9 percent to 19 percent. A 
curtailment priority plan for North Carolina is reguired in 
order to protect residential. cowmercial, hospitals, schools 
and other human need requirem·ents from being interrupted. 
The orders previously issued by this commission in this 
Docket have been .issued to protect the human need 
requirements of Public service's firm customers. Ball 
corporation. Pomona Pipe Products, and Laurens Glass have 
requested that they be granted an gxemption from the orders 
of the ·Commission for the reason that substantial damage to 
product or equipment would occur if gas is curtailed to them 
helow the volumes listed below 3nd that these volumes of gas 
are required to protect their plant from substantial plant 
and product damage and at these gas levels no production 
will take place. 

Ball Corporation - 500 MCF/day 
Pomona Pipe Products - 500 MCF/day 
Laurens Glass - 3500 MCF/day 

The Commission concludes 
curtailment priority plan 
companies for the period 

that 
should 
ending 

exemption from the 
granted to these 

I, 1973, after which 
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Public Service shall revert to the present curtailment plan 
as authorized by this Commission. 

The Ccmmission is further of the opinion that Laurens 
Glass can and should immediately install alternate standby 
fuel systems in the remainiog glass furnaces which do not 
have alternate fuel capabilities. This can be acco■plished 
without any interruption in production. 

IT IS, TffEREFORE, ORDERED AS FCLLOWS: 

I) That Ball corporation, Laurens Glass and Po■ona Pipe 
Products, if required due to gas shortages, shall first be 
curtailed by Public Service co ■pany of North Carolina, Inc., 
as provided for in the Commission's Order dated April I, 
1971, to the point that no production of product takes place 
but shall be supplied sufficient gas to ■aintain sufficient 
heat in their gas burning equipment so that damage to its 
plant or equipment is prevented. 

2) That Public Service Company of North Carolina, Inc., 
shall restore full gas service to the above customers as 
soon as gas supply conditions per■ it. 

3) That after the action as listed above in ordering 
clause (I) is taken that aach of the corporations - Ball 
corporation, Laurens Glass and Po ■ona Pipe Products - shall 
be placed on the schedule of fir■ industrial custo■ers to be 
interrupted after the first 100 custo■ers listed on the 
report entitled, "Public Service Co■pany of North Carolina, 
Inc., Class 04 Custo■ers by Consu ■ption" dated Dece■ber 12, 
1972. A copy of this rep~rt is in the official records of 
the Commission and is open for inspection. 

II) That on l!ay I, 1973, Public Service Company of North 
Carolina, Inc., be, and is hereby, directed to revert to the 
curtailment priority plan authorized by the co■■ission in 
its order dated April 1, 1971, and the exe ■ptions to that 
order as provided for herein shall ter■inate on l!ay I, 1973. 

ISSUED Bl ORDER OF THE COl!l!ISSION. 

This the 18th day of January, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COl!l!ISSION 
Katherine I!. Peele, Chief clerk 
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DOCKET NO. G-100, SUB 16 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Notice of Proposed Rule-Making l ORDER CANCELLING PROPOSED 
and Investigating Service ·) RULE-MAKING· ON UNIFORM 
Charges by Gas Utilities in ) PROCEDURES FOR SERVICE 
North Carolina ) CHARGES BY GAS UTILITIES 

BEARD IN: The commission Hearing. Room, Raleigh, North 
Carolina, on January 18, 1973 at 10 a.m. 

BEFORE: Chairman Marvin R. Wooten, Presiding; 
Commissioners John w. HcDevitt and Ben Roney. 

APPEARANCES: 

For the Respondents! 

F. Kent Burns 
Boyce, Mitchell, Burns & Smith 
Box lq96, Raleigh, N. c. 27602 
Appearing for: 
Public service Company of North Carolina, Inc • 

. James T. Williams, Jr. 
McLendon, Brim, Brooks, Pierce & Daniels 
P. o. Drawer U, Greensboro, N. c. 27Q02 
Appearing for: Pennsylva'nia & southern Gas Company 

United Cities Gas company 

Jerry 'ff. Amos 
McLendon, Brim, 
P. o. Drawer U, 
Appearing for: 

Brooks, Pieree & Daniels 
Greensboro, N. c. 27qo2 
Piedmont Natural Gas company, 

For the commission staff: 

Edward B. Hipp, 
Commission Attorney 
217 Ruffin Building 
Raleigh, North Carolina 

Inc. 

BY THE COMMISSION. The Conmission taking notice that 
various reports from gas utilities in North Carolina 
concerning jobbing and service charges for various types of 
services indicated a substantial variance of charges and 
policies for these servic~s by gas utilities. The 
Commission on February 22, 1972 instituted an investigation 
and noted that it was considering the establishment of a 
uniform state-vide policy on each of the service~ offered by 
gas utilities listed below: 

I) · Light, clean, and adjust pilots after working hours 
2) Relocate gas meter at custcmer request • 
31 clean and adjust gas lights and replace mantles 
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4) Turning heating equipment on in the fall of the year 
SJ Install appliance parts When working a service call 
6) Turn on and relight ·appliance for nonpay. 

The Commission in th9 order required each gas utility to 
submit its current policy and charges for each of the 
services noted above along with the cost of providing these 
services and the revenues received where charges are made. 
'Each of the gas utilities in North Caroli_na submitted the 
information as required. This information was analyzed and 
reviewed by the commission and its Staff which resulted in 
the Commission issuing an order on June 15, T972 whi.ch order 
proposed the establishment of a uniform- procedure ri.Ile as 
follows: 

11Rule R6•!9 (c) customer service calls mad-e by a gas 
utility involving the lighting of pilots and adjusting of 
gas operating equipment for proper combustion shall be 
made at all times without charge with the following 
exception: 

In the even~ a gas utility has been called for service on 
an appliance and it is found that the trouble involves 
faulty or damaged eguipm~nt, the utility shall notify the 
customer in writing of its findings with the statgment 
that in the event anoth~r service call is received and the 
appliance has not been repaired that a nominal charge will 
be made for the second service call." 

The Commission further in its interim order took note that 
certain charges for jobbing, which can be performed by the 
gas utility or other service organizations, had not been 
regulated in the past and the cost of this service has not 
been included in the rates for utility service; 
consequently, the Commission determined that the 
investigation of this type of service should be eliminated 
from this proceeding. For these services the customer is 
free to select any service organization who can provide this 
service at a minimum cost. 

As a result of the Commission's Order noted above, various 
objections and protests were received from the North 
Carolina gas utilities. As a rgsult thereof, the commission 
on August 25, 1·972 scheduled the matter for hearing. The 
matter was heard on January 18, 1973. The following is a 
summary of the evidence adduced at the hearing: 

EVIDENCE 

United cities Gas company 

Mr. L. E. Jirikovec, Vice President, United Cities Gas 
Company testified that United Cities provided free "flame 
burner adjustment 11 and pursued a policy of encouraging 
customers to light their own pilots. The Company charged 
for all service work oth-=r than the "flame burner 
adjustment". He further testified that th~ proposed rule 
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would require United cities• p3rsonnel to ,make free service 
calls at any time of the day and night including holidays 
and weekends without any charge·and that such a policy would 
result in an increase in after-hours calls and would 
increase the operating expense of United Cities. The 
serviceman taking a call after hours is paid for one hour 
for each call-up. The proposed policy would result in 
higher rates to the consumer as a result of the increased 
expenses, with no substantial benefits to United Cities' 
customers. 

North Carolina Natural Gas corporation 

Mr. w. G. Hill, Vice President of North Carolina Natural 
Gas Corporation testified that his company provides free air 
and flame adjustment service during normal working hours or 
at any other time where safety is involved. After normal 
working hours a charge of $5 is made. A service charge is 
further made for replacement of parts on equipment not 
subject to varranty at $5 per hour. He further stated that 
the large majority of service calls for air and flame 
adjustment occurred· most frequently vith a small percentage 
of customers who do not keep their equipment in good 
operating condition and it would be unfair to spread this 
cost among the othe~ customers. That the commission's 
proposal of notifying a customer that had been charged for 
service charges involving faulty or damaged equipment, after 
such determination has been made by one free service -call, 
will result in an unwieldy ·time consuming process, 
increasing bookkeeping and other expenses. That North 
Carolina Natural Gas Corporation had very few complaints 
from customers who had been charged $5 for after-hours 
service and air flame adjustments. 

Pennsylvania & Southern Gas company 

Hr. Earl Connolly, Vice President of Pennsylvania & 
southern Gas Company, testified that North Carolina Gas 
service renders free service for lighting pilots or 
adjusting gas operating equipment for proper combustion 
except where a customer voluntarily turns off the appliance 
for personal reasons such as treating the house for 
termites, cleaning carpets or having new carpet installed, 
or just to save gas during a pariod of warm weather or vhen 
the customer plans to be gone from the premises for several 
months. under these conditions a $5 charge is made. North 
Carolina Gas Service also makes a $5 charge for work dcne on 
a vat~r heater and ovens after working hours; however, 
heating calls are serviced free of charge. The cost of free 
service for the 12 months ending September 30, 1972 was 
$37,097. He further testified that the proposed rule would 
require North Carolina Gas service to make free service 
calls at all times withotit charge and that it was his 
opinion that the rule would result in a large increase in 
service calls rendered after normal working hours. He 
further stated that his experience indicates that a 
relatively small number of customers demand a large portion 
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of after-hours service and that the charging of a ncminal 
service charge for after-hours service for lighting water 
heaters , grills, gas lights and ov ens will generally 
persuade the customer to wait until normal working hours to 
have this service performed. That the proposed rule-making 
policy would require, in his judgment, at least three 
additional servicemen. 

Piedmont Natural Gas Company, Inc. 

Nr. Wilton L. Parr , Vice President for Piedmont Natural 
Gas Company, Inc., testified that until Narch 15, 1970, 
Piedmont made no charge for service calls for lighting 
pilots or adjusting gas operating equipment for proper 
combustion; however, since Narch 15, 1970, Piedmont has been 
authorized to charge $5 per man-hour with a minimu• of $5 
when the service indicated above vas performed after normal 
working hours. Piedmont reviewed its customer evaluation 
records based on an inquiry concerning the $5 after hours 
service charge. Only one complaint was received out of 
2 ,000 responses. 

Pied•ont atte•pted to analyz3 three areas to determine the 
frequency of free service calls. The three areas analy7.ed 
were a new residential area, an old residential area and a 
com•ercial area. A sample of 100 customers was used. The 
results of the survey of the new residential area customers 
indicate that 5 percent of the customers analyzed received 
44 percent of all service, that 10 percent of Piedmont's 
customers received 58.5 percent of all service, that 69.7 
percent of the customers analyzed received no free service 
at all. The result of the sur,ey of the old residential 
area indicated that 33.9 percent of the customers received 
free service and conversely, 66.1 percent received no 
service at all. The study further indicated that 13 percent 
of the custo■ers received 63.9 percent of all free service. 
It also indicated that of the ccm■ercial custo•ers surveyed 
34.8 percent received free service, 65.2 percent received no 
service at all and that 15.8 percent of the commercial 
customers received 75. I percent of all free service. The 
testimony further indicated that the service charge was a 
deterrent to a customer demanding unreasonable service. An 
analysis in the Salisbury District conducted in the month of 
January 1970 and 1972 indicated that after hours service 
calls were reduced from 94 to 41, a reduction of 56.4 
percent. The Char lotte study for the same period indicates 
that a reduction in after hours service calls of 1,354 to 
683 or a reduction of 49.6 percent. The results were 
si■ilar in the Greensboro District. At the sa ■e time that 
this decrease was occurring, the total service calls on 
Pied ■ont•s system increased fro ■ I 14,698 to 124, 358. The 
reduction in service calls after working hours was 
attributed to the $5 service charge . Nr. Parr further 
testified that the expenses for after-hours services are 
charged to Account No . 4 16.23 which is not included in the 
operation and maintenance expenses for rate making purfoses 
and therefore does not affect the rates for service. The 
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revenues are charged to Account No. 442.12 and thereby the 
revenues are not included in the overall cost of service. 

Public Service Company of North Carolina, Inc. 

Mr. c. E. Zeigler, Executiv9 Vice President of Public 
Service Company of North Catalina, Inc., testified that 
Public service company at this time does not make a charge 
for lighting pilots and adjusting cf gas operating eguiFment 
at any time but that the Company does attempt to discourage 
after hours service calls because of the additional overtime 
labor charge involved and that these costs are ultimately 
passed on to and become part of the rates charged to all 
customers and not just those ceguiring the service. Public 
Service's policy has generally ,been to think of after-hours 
calls as emergency work rath~r than standard service calls 
which could be made during daylight hours. 

FINDINGS OF FACT 

I) That United Citig,s Gas company,. North Carolina 
Natural Gas corporation,. Pennsylvania & Southern Gas 
company,. Piedmont Natural Gas Company, Inc., and Public 
Service Company of North Carclina, Inc., are public 
utilities and subject to th3 jurisdictiOn of the porth 
Carolina Utilities commission. 

2) That all gas utilities in this state furnish free 
flame ,and air service during normal working hours. 

3) That the proposed uniform procedure for service 
charges at no cost at all times will result in increased 
operating expense to ·all customers while only a small 
percenta'ge receive the benefit of this service. 

Based on 
adduced at 
following 

the foregoing findings of fact and the testimony 
the hearing, the Commission arrives at the 

CONCLDSIONS 

That the gas utilities in North Carolina have consistently 
rendered free air and flame adjustment service to customers 
during normal working hours but recently because of the 
increased cost of labor and because of the fact that a small 
percentage of the cuStomers demand most of the free service,. 
have tended to discourage after normal working hours free 
siarvice for air and flame adjustment by establishing a 
nominal charge. The adoption of the proposed rule herein 
would make it mandatory that fre~ air and flame adjustment 
service be offered at any time to all customers. The 
commission is of the opinion that the proposed policy will 
result "in additional increases in expense which would have 
to be borne by all rate pay~rs and that a flexible policy 
should be maintained in order to adjust for the different 
geological areas supplied with gas service and in order to 
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discourage after hours service calls except for emergency 
purposes. 

IT IS, THEREFORE, ORDERED ~S PCLLO~S: 

I} That the interim proposed rule-making· establishing a 
uniform policy for certain service calls as defined in the 
Commission's order in this-docket issued on June 15, 1972 
be, and is, her~by cancelled and dismissed. 

2) That 
as submitted 
approved by 
effect. 

the present procedures 
by the gas utiliti"es 
the commission sball 

fat charging for service 
in North Carolina and 
remain in full force and 

ISSUED BY ORDER OF THE COMMISSION. 

This the 12th day of June, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. G-100, SUB 18 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Rulemaking Proceeding for 
curtailment of Gas service 
Due to Gas Supply Shortage 

INTERIM ORDER ESTABLISHING 
E~ERGENCY fROCEDURE FOR 
ALLOCATION OF NATURAL GAS 

PLACE: 

DATE: 

Commission Hearinq Room, Raleigh, N.C. 

November 20, 1973 

BEFORE: Chairman Marvin 
commissioners Hugh 
Tenney I. Deane 

R. Wooten,, Presiding; 
A. Wells,, Ben E. Roney, and 

BY THE COMMISSION: This proceeding was instituted by 
Order issued November 6, , 1913 scheduling a hearing on 
Rulemaking Proceeding for Curtailment of Gas Service Due to 
Gas supply Shortage. The procaeding was heard on November 
20, 1973, as scheduled. A.ttached as Appendix "A" is a list 
of the parties of record which made appearance and 
participated in the public hearing. 

The commission received into 
comments filed by the parties, 
attached hereto. 

the record the affidavits and 
as shown in Appendix "B" 

In addition to the affidavits and comments prefiled and 
received ihto the record, the co~mission heard testimony or 
public statements from the five natural gas utilities 
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serving North Carolina in intrastate service, teporting ·the 
history an·a the circumstanc':ls leading to the shortage of 
natural gas in North Carolina ,and the curtailment of natural 
gas by the sole gas, transmission pipeline supplying North 
Carolina, to wit, Transcontinental Gas Pipe Line Corporation 
(Transco). 

The Cominission requested ·tbe parties which were 
group themselves for presentation of similar 
through group spokesmen and received testimony or 
from parties in the following categories: 

(I) Public Health and weilfare 

present to 
testimony 

stat~ments 

(a) Includes schools, hospitals, nursing 
orphanages, Childr~n•s homes, prisons 
care centers. 

hemes, 
and day 

(2) construction Industry 

(a) Includes brick, ·glass, masonry units, concrete 
and asphalt manufactu~ing. 

(3) !§11;ti12g 

(a) Includes fib-3rs, dyeing, knitting, 
manufacturing and finishing, and hcsiery. 

(~) IQQ~§ and Farming 

(a) Includes tobacco, dairies, food processing, 
rendering, greenhousas, farmer's co-qperatives 
and flour. 

(S) £~emi£s.12 ~nd !!!.!ll!.2 

(6) ]@i£iEs! 2rrQ £2Yn1Y 29~~!11.m~nt§ ~ng fhamb§!§ 2! 
£m!ll!!.§!;:~~ 

(7) Other Manufacturing and f£fil!!,g!.£1~1 

Twenty-one witnesses or counsel for the above customer 
groups in North Carolina presented statements of their need 
for natural gas to continu~ operations and prevent 
unemployment in North Carolina. 

Based upon the affidavits and comments received into the 
record, as shown in Appendix 11 B11 and the additional 
statements and testimony receivei in the public hearing, as 
shown by the transcript in this proceeding, and the 
affidavits received since tba he3ring, as shown in Appendix 
"C"., and public knowledge of the -3Xisting energy crisis in 
the United states, and the corrmission•s records regarding 
distribution of natural gas in North Carolina, the 
Commission makes the fOlloving 
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FINDINGS OF FACT 

1. That natural gas is supplied to North Carolina by 
Transco which is the only source of natural gas in North 
Carolina. 

2. That natural gas received in North Carolina fro■ 
Transco is distributed in North Carolina by five natural gas 
distribution utility compa~ies holding franchises issued by 
the North Carolina Utilities Commission. The ~atu=al gas 
distributed by these publ ic utility co■panies is subject to 
regulation of the Utilities co ■■ ission and is sold and 
delivered under Rules and Regulations, tariffs, and rates 
approved and fixed by the North Carolina Utilities 
co ■■ission. 

3. That Transco does not have sufficient gas supplies to 
furnish all of its contract volu■es to custo■ers on its 
pipeline which extends from T9Xas and Louisiana through the 
Eastern Seaboard States to the New York area. Transco has 
for the last three years been curtailing its distribution 
custo■ers on a pro rata basis under i~teri■ curtail ■ent 
plans approved by the Federal Power Commission (FPC). 
During the heating period 1972-73, the pro rata curtail■ent 
averaged approxi■ately 7.08i. 

4. That under Orders of the FPC, Transco filed a new 
per■anent curtailment plan to cc■ply with a priority of 
curtailment established by tha FPC which would have 
curtailed the gas supply to North Carolina's retail utility 
distribution co■panies as follows: Piedmont Natural Gas 
co■pany , Inc., 27 .851; Public service co■pany of North 
Carolina, Inc., 23.801; North Carolina Natural Gas 
Corporation, 20.68%; United Cities Gas Company, 28.00%; and 
North Carolina Gas service, 27.83~. The State of North 
Carolina and the Utilities Co■mis3ion appealed the Order of 
the FPC. 

5. That on Nove■ber 9 , 1973 , the United States Court of 
Appeals for the District of Colu ■bia granted a ""otion to 
Stay" the FPC Order which would have imposed said per ■anent 
curtail■ent plan on North Carolina. The Stay preserves the 
status guo pending hearing on tha appeal. Under the status 
quo, Transco will continue to operate under the interim 
curtail■ent plan. Under the interi■ plan, the curtail ■ent 
to all Transco custo■ers is presently 161 on a day to day 
basis, subject to an exemption and additional reallocation 
to protect fir■ custo■~rs in the Northern states during the 
colder periods of the beating season. Such reallocation 
will result in less gas being available to North Carolina 
industrial interruptible customers for part of the winter 
■onths. 

6. That during 1972-73 and prior years the interruptible 
industrial custo■ers and the schools, hosp itals, and 
co■■ercial custo■ers on interruptible schedules were able to 
obtain alternate fuel supplies, i.e., oil, propane, and 
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coal, during any periods when the supply of natural gas vas 
interrupted. Such alternate fuels, particularly oil and 
propane, are now in critically short supply and are subject 
to Federal allocation. Some of the industrial customers and 
hospitals and schools on interruFtible schedules do not have 
sufficient alternate fuel supplies to maintain heat and 
other energy needs for the 1973-1974 heating season. 

7. That many North Carolina gas customers have the 
capability to use an alternate fuel and are classified as 
interruptible customers. However, in the past their 
dependence upon alternate fuels has been only for short 
periods of time in order to allow gas to be used to meet the 
demands of firm customers that do not have alternate fuel 
capabilities during periods of extreme weather or other 
emergency conditions. consequently, their storage 
capabilities and alternate fuel buying histories are limited 
and are inadequate to allow them to obtain enough alternate 
fuel to sustain a prolonged interruption. In addition, 
other custcmers are new and do not have any history o'f· 
purchasing alternate fuels. 

8. That the shortage of natural gas and the shortage of 
alternate fuels have created an emergency fuel situation in 
North Carolina. The possible deleterious effects of this 
emergency situation on the health, safety and welfare of the 
people and the economy of North Carolina are of such 
magnitude that they reguir~ the Commission to adopt an 
emerg~ncy procedure for allocation of natural gas in North 
Carolina during the period from Deceml:er 16, 1973, through 
April I 5, I 974. 

9. That the present curtailment Rules adopted hy the 
North Carolina Utilities Commission on April I, 1971, in 
Docket No. G-100, Sub (2, as published in NCUC Rule R6-19.2 
are inadequate to meet the present emergency shortage of 
natural gas and alternate fuels, and the Commission finds 
that the Rules for curtailment Priorities must be modified 
as hereinafter adopted. 

(0. That priorities for energy must be established to 
recognize the human needs of the using and consuming public, 
net only in North Carolina, but in the entire United States 
of America. Said human needs include gas for hospitals, 
homes, production and processing of food, plant protection, 
process gas, feedstock gaS, public schools, prisons, nursing 
homes, day care centers, childten•s homes, orphanages, 
rendering plants, sewer plants and gas to prevent 
unemployment from factory and industry shut-downs due to 
lack of fuel. It must be recognized that the effect of 
energy allocation upon the income to North Carolina's 
families must be a consideration in the design of any energy 
plans. 
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CON CLO SION S 

f. The Commission has general rulemaking authority to 
promulgate Rules ana Regulations for operation cf public 
utilities in Porth Carolina, including the promulgation of 
necessary Rules for allocating natural gas in North 
Carolina. North Carolina is faced with a real and 
substantial emergency due to tha shortage of natural gas and 
the lack of alternate fuels during the present heating 
season through April I 5, 1_974. 

2. The present Rule RG-f 9:2 for priorities of 
curtailment of natural gas service provides ·that all 
interruptible service shall first be curtailed and then 
establishes subsequent priorities for curtailment of firm 
service, beginning with large industrial firm customers and 
extending through residential customers, as follows: 

(I) All interruptible service 
(2) Large industrial firm customers' 
(3) Small industrial fitm customers 
(4) Large commercial customers 
(5) Small commercial customers 
(6) Public schools and hospitals 
(7) Residential custom'3rs 

3. Most of the industrial customers, schools, hospitals, 
and large commercial customers in North Carolina are served 
under interruptible schedules. Prolonged curtailment of 
service to all interruptible customers would have a 
substantial effect on many industries, hospitals, and 
schools in North Carolina. All such customers unable to 
obtain supplies of alternate fuels, i.e., fuel oil, propane 
and coal would be forced ;to close· down operations during the 
lieating season and the entire economy of North Carolina 
would be d'isrupted and a substantial number of citizens of 
North Carolina would be unemployed. 

4. There are gas customsrs within the state of North 
Carolina having the capability of using alternate fuels who 
are technically classed as interruptible customers, many of 
which have limited storage and limited or no alternate fuel 
buying history and therefore are unable to sustain prolonged 
interruptions in gas supplies and, unless gas is made 
available to these customers, they will be forced to suspend 
operations. such suspension would result in unemployment of 
citizens of this State and hardship upon them and their 
families. 

5. The commission finds 
establish emergency procedures 
in North Carolina to meet 
heating season. 

and concludes that it must 
for allocation of natural gas 
human needs during the coming 

6. The permanent curtailment plan ordered by the FPC but 
Stayed Dy the u. s. Court of Ap~eals for the District of 
Columbia is based primarily on curtailing the largest volume 
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users first. This plan does not take into account the 
hardships that would result from unemployment caused by such 
curtailments. The Utilities Ccmmission finds and concludes 
that em~loyment is a human need and must be recognized and 
protected to the fullest extent possible. 

7. The Commission therefore concludes that a new 
emergency procedure for allocation of natural gas supFlies 
must be adopted as hereinafter set forth in the Ordering 
Paragraphs and Appendix 11 D" following. 

8. certain interruptible customers such as hospitals, 
schools, nursery homes, orphanages, prisons, etc., vho are 
"essential human needs" customers and have relied upon and 
received gas for the major FOrtion of their energy 
requirements in past years, should be entitled to 
essentially firm gas service. Bovever, these customers have 
alternate fuel capabilities and can supply their energy 
requirements for short periods of time with these alternate 
fuels.. The Commission therefore concludes that these 
customers should be served on a temperature sensitive firm 
rate schedule, so that they receive firm gas during the 
majority of the year but will b9 interrupted duting times of 
extreme temperature. 

9. In order to protect low supplies 9f alternate fuels 
and limit or prevent unemploymant due to fuel shortage, the 
Commission concludes that an immediate, across-the-board JS 
percent reduction in the use of Datural gas, based upon the 
December 16, (972 - April 15, !913 heating season adjusted 
for weather, is required of all natural gas customers. It 
is necessary to impose a penalty on ariy use above 85 percent 
of the adjusted test period. If this reduction is achieved, 
up to 15 percent more •gas will be available for use to 
prevent or limit plant closings. 

10 .. The Commission places all parties on notice that its 
action of requiring firm customers to reduce use should 
result in more gas becoming available for the Nortb_carolina 
interruptible use, and that th9 state of North Carclina does 
and Will continue to claim this gas for the benefit of the 
people of the State of North Carolina. In these periods of 
crisis it is incumbent upon all parties to ensure that 
hardship is not inflicted op any party due to the lack of 
cooperation of all parties •. · Accordingly, this commission is 
now in the process of considering similar usage and penalty 
restrictions upon electric usage .in this State. The 
Commission concludes that it would be in the national 
interest for each regulatory agency, which has not already 
done so, to immediately implement measures designed to 
reduce energy consumption for the purpose of limiting 
unemployment. 
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IT IS, THEREFORE, ORDERED AS FCLLOWS: 

I• That Rule R6-19.2 Establishing Priorities for the 
Curtailment of Service as heretofore approved on April I, 
1971, by the North Carolina Utilities commission be and is 
hereby cancelled and rescind€d and that the new Rule R6-19.2 
entitled "Emergency Procedur3s for Allocation of Natural 
Gas" attached as Appendix "D" be and the same hereby is 
ordered to beco■ e effective upon issuance of this Order. 

2. That all provisions of this Order and Rule R6-19.2 
"E■ergency Procedures for Allocation of Natural Gas" shall 
be subject to co■plaint and hearing of any party aggrieved 
by said provisions or Rule, and said provisions and Rule 
shall remain in effect during the pendency of said complaint 
and hearing, unless stayed by further Order of the 
Co■■ission. 

3. That each gas utility shall design and sub■it to the 
Commission a temperature sensitive firm rate schedule 
applicable to all "essential human needs" custo■ers, as 
defined in Conclusion Paragraph (8), which would be supplied 
fir■ gas service until such ti■e as the temperature falls 
below a certain predetermined point, at which ti■e these 
custo■ers would be required to use their alternate fuels. 
These customers should receive gas for 330 to 350 days 
annually. These schedules should be filed with the 
Com■ission within 10 days of the date of this order. 

4. That, during the beating season fro■ Dece■ber 16, 
t973 through April 15, 1974, all custo■ers receiving gas 
shall reduce their usage by 15 percent below that used in 
the comparable period of December 16, 1972 through April 15, 
1973. Te■perature sensitive sales shall be adjusted for 
differences in weather. Sales to ■unicipalities for resale 
for firm custo ■ers shall be adjusted for growth. The 
charges for any usage above 85 ?ercent of the adjusted test 
period shall be the normal rate plus I) a 100 percent 
penalty for any usage above 85 percent but below 90 percent 
of the adjusted test period usage, and 2) a 500 percent 
penalty for any usage over 90 percent of the adjusted test 
period usage. The above reduction require■ents shall apply 
to all gas use except plant protection and except that, for 
residential non-heating use, the reduction require■ents 
shall apply only to gas volumes used in excess of a Base 
eonthly Osage of 4 ecP. 

5. That the gas shifted up in nu■erical priority as a 
result of restrictions in use by lover numbered priorities 
shall be assumed to be used by the last served priority, and 
the rate charged for such gas shall be Sl.25 per "CF plus 
any penalty incurred under ord3ring paragraph (4) above. 

6. That, in the event gas suFplies are sufficient to 
supply the 85 percent usage in all Priority Classes, gas 
shall be ■ade availabl3 to industrial customers on a 
priority basis up to 100 percent of the adjusted test period 
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usage. No gas shall be sold to electric utilities for the 
purpose of generation of electric power except by prior 
specific approval of the Commission. Gas ~old under the 
provisions of this paragraph shall be exempt from the 
penalty provisi~ns of this orier, but shall be subject to a 
price _of $1. 25 per MCF. 

7. That, because of the peculiar relationship between 
Farmer's Chemical Company and North Carolina Natural Gas 
Corporation, the nature of tbe existing contract, and the 
potential impact on the agricultural economy of North 
Carolina, a special meeting is hereby called for Wednesday, 
December 12, 1973. at 2-:00 p.m. in the Commission Hearing 
Room between the Commission, its Staff, representatives of 
North Carolina Natural Gas co~poraticn and Farmer's Chemical 
for the purpose of resolving the necessary allocation of gas 
to be made to Farmer•s· Chemical. 

8. In the event that a customer in priority Category l•I 
or 1.2 has g6od reason to believe that, without relief from 
the reduction requirem~nts b~reinabove provided, such 
customer will suffer extreme and unreasonable hardship, 
involving health or saf~ty, such customer may, at any time 
during the December 16 - April 15 heating season, apply to 
its gas supplier for relief from such provisions. Relief 
granted under this· section by any gas utility shall be 
reported weekly by such utility to the Commission. 

9. That any revenues received from penalties and excess 
charges under ordering Paragraphs (4), (5) and (6) shall be 
entered into the Alternate FU3l,Price Equalization Account. 

Io. That, for the purposes of daily reporting to 
Transcontinental Gas Pipe Line corporation concerning the 
requirements for the next lay•s firm demands, each gas 
utility shall report 100 percent of firm requirements, as 
though the fS percent reductions instituted by this Order 
were not in force •. 

I(. That each gas utility in North Carolina shall publish 
a copy of the Notice attached berate as Appendix "E" in a 
newspaper or newspapers of genaral circulation in the 
service area of said gas utility by publication of not less 
than one-thira (1/3) of a page, to be published within seven 
(7) days Of the date of this order. Further, each gas 
utility shall mail a copy of the Notice to all customers on 
its system in North Carolina. The Notice shall be mailed 
within fourteen (lq) days of the date of this Order. 

12. That this docket shall ramain open for such further 
orders of the North Carolina Utilities commission as may be 
necessary due to changes that may te required as a result of 
changing condition. 

ISSUED BY ORDER OF THE CO~HISSIOH. 
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This the 5th day of December, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine- 11. Peel.e, Chief Clerk 

(SEAL) 

DOCKET NO. G-ICO, SUB 18 

WELLS, COMMISSIONER, CONCUFRING IN PART AND DISSENTING IN 
PART. I concur with the efforts of the Commission to 
equitably allocate the use of natural gas in North Carolina 
during the current winter-heating season. I feel very 
strongly, however, that the Commission Should have 
recognized the special needs of food processors in North 
Carolina by giving such uses a higher priority. Recognizing 
the critical nature of the fooi ptocessing chain commands us 
to take every possible precaution that these facilities be 
kept ·operable. I cannot aqree that the manufacturer of non
perishabl~ goods should take precedence over feed products, 
and I therefore disssnt to the Commission's failure to 
recognize and properly deal vith this aspect of the 
allocation of natural gas supplies. 

Hugh A. Wells, CommisSioner 

APPENDIX 11 A11 

DOCKET NO. G-100, SUB 18 

B~FORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Rulemaking Proceeding for curt:lilmant }· 
of Gas service Du~ to Gas supply shortage ") 

HEARD: Ccmmission Hearing Room, Raleigh, N. c. 

DATE: November 20, 1973 

APPEARANCES: 

For the Distributing Natural Gas companies: 

F. Kent Burns 
Boyce, Mitchell, Burns~ Smith 
Box 1406, Raleigh, N. c. 27602 
Appearing for: 
Public service company of North Carolina, Inc. 

Jerry W. Amos 
McLendon, Brim, 
P. o. Drawer U, 
Appearing for: 

Brooks, Pierce & Daniels 
Greensboro, N. c. 
Piedmont Natural Gas Company 

James T. Williams, Jr. 
Mctendon, Brim, Brooks, Pi~rce & Daniels 
P. O. Drawer u, Greensboro, N. c. 
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Appearing for: Penn & southern NatUril Gas Company 
United Cities Gas Company 

Donald w. McCoy 
McCoy, Weaver, Wiggins, Cldveland & Raper 
Box !688, Fayetteville, N. c. 
Appearing for: North Carolina Natural Gas corp. 

For Natural Gas Consumers: 

Robert B. Byrd 
Byrd, Byrd, Ervin & Blanton 
Drawer 1269, Morganton, N. c. 28655 
Appearing for: Gr~at Lakes carbon corporation 

K. Byron McCoy 
Newsom, Graham, 
P. o. Box 2088, 
Appearing for: 

Strayhorn, Redrick, Murry & Bryson 
Durham, N. c. 
Central Carolina Farmers, Inc. 

Honorable Charl~s R. Jonas 
Jonas & Jonas · 
P. o. Box 38, Lincolnton, N. c. 28092 
Appearing for: Crown ccnverting Company, Mohican 

Mills, Inc., Carolina Mills, Inc., 
Superba Print Works, Leslie Fay, 
Inc., North Carolina Spinning Hills, 
and Hous~r Spinning Mills. 

William c. Moore 
Patla, Straus, Robinson & ~oore 
505 Gennett Building 
Asheville, N. C. 
Appearing-for: 
Concrete Products company of Asheville, Inc. 
o.varum Knitting Mills, Inc., and Dynatex, Inc. 

Ronald Benoit 
Attorney at Law 
Allied Chemical 
P. o. Box !66, 
Appearing for: 

Company 
Moncure, N. c. 

Allied chemical Company 
Fibers Division, Moncure Plant. 

Alfreds. Bryant 
Bryant, Lipton, Bryant 6 Battle 
Box 666, Durham, N. c. 27702 
Appearing for~ Golden Belt Manufacturing Company 

American Tobacco company 
Reidsville Branch 

James G. Kennedy 
Attorney at Law 
Laurens Glass Company 
Drawer 9, Laurens, south Carolina 29360 
Appearing for: Laurens Glass Company 
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J. Melville Broughton , Jr. 
Broughton , Broughton, Hcccnnell & Boxley 
Box 2387 , Ra leigh, N. C. 27602 
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Appearing for: Ball corporation , Uniglass Industries 

Wallace c. Murchison 
Murchison, Fox & Ne vton 
16 N. 5th Avenue 
Wilmington, N. c. 28 401 
Appearing for: General Electric Company 

Nucl~ar Puel Department 

H. J. Elaa III 
Attorney at Lav 
Cone Hills Corporation 
120 1 Haple Street 
Greensboro, N. c. 
Appearing for: Cone Hills corporation and 
N. c . Textile Manufacturers Association , Inc. 
(As Chairman, Utilities Ccmmittee, Not as counsel) 

R. C. Howison, Jr. and 
Henry s . Hanning , Jr. 
Joyner ~ Howison 
P. O. Box 109 , Raleigh, N. C. 27602 
Appearing for : Aluminum Co~pany of America 

Harol d H. Smith 
Attorney at Lav 
P. o. Box 857, Concord , N. c. 28025 
ilppearing for: Cannon ~ills Company , Maiden Knitting 

Hills , Inc., Wiscassett Hills Ccmpany 

illan R. Eisele 
Attorney at Lav 
P. o. Box 127, Statesville, N. c. 
Appearing for : Hunt Manufacturing Company 

Edward J . Grenier, Jr. 
Sutherland , Asbi ll & Brennan 
1666 K. Street , N. w. 
Washington , D. C. 20006 
Appearing for : Brick ilssociation of North Carclina 

David A. Irl'in 
Wombl e , Carlyle , Sandridge, & Rice 
P. o. Drawer 84 , Winston-Salem, N. c . 27 102 
Appearing for: Pine Hall Brick & Pipe Company , Inc. 

Thomas H. Starnes 
Patton , Starnes & Thompson 
P. O. Dra wer 629 , Morganton, N. c. 
Appearing for : Morganton Dyeing & Finishing 

Corporation , southern Devices, Inc. 

Ruth Greenspan Bell 
Powe , Porter , Alphin & Whichard, P. A. 
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Bank Building F'i:rst Union National 
Durham, N. c. 
Appearing for: buke University, & 

Duke University Medical center 

w. Pinkney Herbert P. A. 
1515 Johnston Building 
Charlotte, N. c. 
Appearin~ for: Knit-Away, Inc. 

Thomas w. Steed, Jr. 
Allen, Steed & Pullen 
Box 2058, Raleigh, N. C. 
A~pearing for: Owens-Illinois, Inc. 

Daniel w. Fouts 
Adams, Kleemeier, Hagan, Hannah 6 Fouts 
P. o. Box 3463 
600 Jefferson standard Building 
Gr~ensboro, N. c. 27402 
Appearing for: Pomona co~poration 

Lewis E. Boroughs 
Attorney at Law 
Burlington Industries, Inc. 
3330 Rest Friendly Avenue 
Greensboro, N. c. 
Appearing for: Btirlington Industries, Inc. 

H. P. Taylor, Jr. 
Attorney at Law 
Box 593, Wadesboro, N. c. 
Appearing for: Anson County, ~ansona Manufacturing 

corporation, Kenville, Inc., and 
Hcrnwoo1., Inc. 

Howard J. Kaufman 
Cohen, Shapiro, Polisher, Shickman & Cohen 
22nd Floor PSFS Building 
12 s. 12th street 
Philadelphia, Pa. 
Appearing for~ Ir~dall Finishing Hill & 

A. M-. Ellis Hosiery ComFany. 

Consumer companies Not Representsd ty counsel: 

A. M. Burroughs 
P. O. Box 27966·, Raleigh, N. C. 27611 
southeastern Wast~ control, Inc. 

A. G. McDougald, Jr. 
Lee Dyeing company of N. car.-, Inc. 
A. Street 
Butner, N. c. _27509 

R. G. Bourne, P. E. 
University of North Carolina 
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Ggneral Administration 
P. d. Box 2688, Chapel Hill, N. C. 275(4 

R. B. Perry 
Carolina Solite Corporation 
P. O. B9x 987, Albemarle, N. C. 

G. E. Gillespie, Jr. 
General Plant Manager 
International Paper ccmpany 
Container Division, 
Statesville, N. c. 

Howard Rollins 
Dora Yarn Hill & Gaston Industries 
Box 458, Cherryville, N. c. 

Charles P. Roberts, Jr. 
Dover Textiles 
P. O. Box 208, Shelby, N. C. 

J. L. Parks, Jt. 
President 
Minette Mills, Inc. 
P. o. Box N, Grover, N. c. 
Minette Hills, Inc. 
Grover Industries, Inc. 
Har-Ray Yarn Hills 

W. E. Littl9ton 
Evans Products company 
P. o. Box 168, Moncure, N. c. 27559 

w. E. Rabon 
_Federal Paper Board company, Inc. 
Riegelwood, N. c. 28456 

Rosemary J. Gaddy, Secretary 
Texfi Industries, Inc. 
1400 Battleground AvenQe 
Greensboro, N. c. 21q20 

R. c. Cunningham, Jr. 
Olin corporation 
P. o. Box 200, Pisgah Forest, N. c. 28768 

Henry E. Poole 
Burroughs Wellcome company 
3030 Cornwallis Drive 
-Research Triangle Park, N. c. 

John E. Johnson 
North Carolina Dairy Products Association, Inc. 
505 Oberlin Road 
Raleigh, N. C. 27605 
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Ted Bailey 
New Bern Oil and Fertilizer company 
Dra.wer v, New Bern, N. c. 

J. o. Farthing 
Jobnson-Forrster Inc. 
800 N. Mangum st. 
Durham, N. c. 

Arthur E. Weiner 
Burlington Industries 
3330 West Friendly Ave. 
Greensboro, N. c. 

D. F •. Watson 
G~neral El9ctric company 
Old Raleigh Road 
Durham, N. c. 27709 

Ralph L. Young 
WIX Corporation 
P. o. Box !967, Gastoilia, N. c. 28052 

c. Marshall Davis 
Senior Vice President 
Golden Belt Manufacturing Company 
807 E. Main Street 
Durham, N. c. 
(Company represented by counsel) 

George w. Williams 
Federal Spinning corporation 
P. c. Box J58, Sanford, N. c. 

J. H. Tomlinson 
Olin Corporation 
P. o. Box 200, Pisgah Forest, N. c. 

J. w. Berry 
Southeastern Wire Mfg. corporation 
P. o. Box (489, Laurinburg, N. c. 28352 

Men Smith, Director 
N. c. Association of Launderers & Cleaners 
Cary, N. c. 

Donald E. Gillespie 
Beaunit corporation 
P. o. Box (2234, Research Tria~gle Paik, N. c. 27709 
Research Triangle Park, N. c._27709 

For the Attorney General of North Carolina: 

I. Beverly Lake, Jr. 
Assistant Attorney General 
Ruffin Building 
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Raleigh, N. C. 
Appearing for: The Using and consuming Public 

For the Commission staff: 

Edward B. Hipp 
commission Attorne y 

and 
Rob9rt f. Page 
Assistant commission Attorney 
P. o. Box 991, Ruffin Building 
Raleigh, North Carolina 

APPENDIX "B" 
DOCKET NO. G-1 00 , SUP \8 

BEFORE THE NORTH CAROLINA UTILI1'1 E5 CO !\l"ISS I C' N 

In the 11atter of 

LI I 

Rulemaking Proceeding for Curt!i l
ment of Gas Service Due to Gas 5u p9l y 

NOVEMBER 20 , l q73 
8E APING FXHIP11 A 

AFFIDAVITS ANO CO ~M ENTS FI LfC 

Allied Chemical corporation 
Aluminum company of Americ a 
American Tobacco Company 
Anson county Hospital 
Ball corporation 
Bandag Incorporated 
Biltmore Dairy Farms 
Brick Association of North Carolina 
Brighthampton Gregnhouses 
Burke County Chamber of commercg 
Burroughs Wellcom9 Company 
Burlington In dustries, Inc. 
cannon 11ills c ompany 
Carolina Asphalt Pavement Assn., Inc. 
Carolina By-Produc ts Company, Inc. 
Carolina Solite corporation 
Central Carolina Farmers, Inc. 
Cindy, Inc. 
concrete Products company 
c one Kills corporation 
Copland, Incorporated 
crown converting Company 
Deep River Dyeing Company, Inc. 
Dover Textiles 
Duke Unive rsity & Duke Univ ersity Kedical center 
A. K. Ellis Hosiery Company 
Evans Products company 
Fieldcrest Mills, Inc. 
General Electric company 
Gilli am Furniture company 
Golden Belt Manufacturing company 
Great Lakes carbon corporation 
Hanes Dye & Finishing Com?any 
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Hatl<:y 1 s ;Laundry, Inc. 
Highlander, Ltd. 
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Hunt Manufacturing Company 
Laurens Glass 
Lenoir Memorial Hospital, Inc. 
Leslie Fay, Inc. 
Lincolnton, city of 
Maiden Knitting Mills, Inc. 
Mary ~lizabeth Hospital 
Mayview convalescent Home 
Memorial Hospital of Alamance County 
Methodist Home for Children 
Minette Mills, Inc. 
Mochican Mills, Inc. 
North Carolina Gas service 
North Carolina Spinning Mills, Inc. 
North Carolina State University 
North Carolina Textile Manufacturers Association, Inc. 
North Carolina Utilities commission 
North State Prophyllite co., Inc. 
Owens-Illinois, Inc. 
Perkinson, Leon B. 
Person County Memorial Hospital 
Piedmont Natural Gas co., Inc. 
Pine Hall Brick & Pipe co., Inc. 
Pomona Corporation 
Public Service Co. of N. c., I~c. 
ReiCbhold Chemicals, Inc. 
Roanoke-Chowan Hospital 
Rowan Memorial Hospital, Inc. 
Salem Academy & College 
Sandhills community College 
Schlitz, Jos., Brewing company 
southeastern Industries, Inc. 
Sperry Rand Corporation 
Statesville Chamber of commerce 
Statesville Flour Hills 
John L. Stickley & company 
Stimpson Hosiery Mills 
stokes-Reynolds Memorial Hospital 
Superba Print Works 
Superior Dairies, Inc. 
Swift and Company 
Talon Division of Textron 
Textiles, Incorporated · 
Thonet Industries, Inc. 
Tipper Tie Division of Rheem Manufacturing Company 
Uniglass Industries 
United Cities Gas Company 
University of North Carolina - Chapel Hill 
Wake County Hospital systems, Inc. 
West Knitting Corporation 
Westinghouse Electric corporation 
Whittaker Knitting Mills' Dyeing and F_inishing Plant 
Wiscassett Mills company 
Wix Ccrporation 
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APPENDIX 11 C11 

DOCKET NO. G-100, SOB 18 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Rulemaking Proceeding for curtailment 
of Gas Service Due to Gas Supply Shortage 

FILINGS RECEIVED AFTER HEARING OF NOVEMBER 20, 1973 

Aluminum Company of America 
American Tobacco Company 
Ball corporation 
Baxter-Kelly & Faust, Inc. 
Beaufort county Hospital 
Beaunit Corporation 
Brick Association of North Carolina 
Burroughs wellcome Company 
Chicopee Manufacturing Company 
Carnation Company 
Carolina Mills, Inc. 
Catawba Memorial Hospital 
China Grove Cotton Hills 
Concrete Products Company of Asheville 
Consolidated Laundry & Cleaners of America, LTD 
corrugated container Manufacturers Group 
Crompton-Pilot Mills, Inc. 
Crown Converting Company 
Dover Textiles 
Dynatex, Inc. of Asheville 
Federal Paper Board company, Inc. 
Federal Spinning corporation 
General Electric Company 
Gordon Food Company 
Golden Belt Manufacturing Co. 
Hunt Manufacturing Company 
Hunter Jersey Farms, Inc. 
Huy_ck corporation 
Jefferies southern Processors, Inc. 
Ken ville, Inc. 
Lee Dyeing Co. of N. c., Inc. 
Leslie Fay, Inc. 
Mid-State Farms cooperative co. 
Minette Kills, Inc. 
Mohican Mills, Inc. 
N. c. Baptist Hospitals, Inc. 
N. c. Hospital Association 
N. c. Natural Gas company 
N. c. Poultry Federation, Incotporated 
N. C. Spinning Mills 
ovens-Illinois, Inc. 
Piedmont Natural Gas Company 
Pine Hall Brick and Pipe co., Inc. 
Pine state creamery company 
Pitt County Memorial Hospital, Inc. 
Pomona Ccrporation 
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Public Service co. of N. c., Inc. 
Quorum_ Knitting Kills, Inc. 
Rheem Manufacturing company 
Roanoke-Chowan Hospital 
Sayles Biltmore Eleacheries, Inc. 
st. Joseph's Hospital 
The Sherwin-Williams company 
Sou-Tex Chemical 
Spring Mills, Inc. 
Statesville Flour Mills company 
superba Print Works· of Mooresville, Inc. 
The ~atts Hospital 
University of N. c., Chapel Hill 
United cities Gas company 
United Dairies 
Wansona Manufacturing corporation 
Wix Corporation 

Jlyle .!l.!!-.li•l• 

APPENDIX II D" 

EMERGENCY PROCEDORES FOR ALLOCATION OF 
NATURAL GAS 

In the event that the volumes of natural gas ava·ilable to 
any North Carolina gas distribution company on any given day 
are insufficient to supply the demands of all of the 
customers of that company, that company shall curtail gas 
service ·to individual customers in the follo,wing order of 
priorities: 

Curtailed 
First 

0 
B 
D 
E 
B 

9.1 Interruptible requirements of more than 
10,000 MCF per day where alternate fuel 
capabilities can meet such requifements 

a. I Interruptible requirements of more than 
3,000 MCF per day, but less than IO ,000 
MCF per day where alternate fuel 
capabilities can meet such requirements 

7.1 Interruptible requirements of intermediate 
volumes (from (500 MCF per day through 
3·,000 MCF per. day) where alternate fuel 
capabilities can meet such requirements 

6.( Interruptible requirements of more than 
300 MCF per day, but less than 1500 MCF 
per day where alternate fuel capabilities 
can meet such requirements 

5. ( Firm industrial requirements for large 
volume (3,000 MCF or more per day) boiler 
fuel use where alternate fuel capabilities 
can meet such requirements 

4. I Firm industrial requirements for boiler 



0 
F 

C 
0 
R 
T 
A 
I 
L 
M 
E 
N 
T 

curtailed 
last 
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fuel use at less than 3,000 MCF per day, 
but more than f,50 0 MCF per day where 
alternate fuel capabilities can ~eet such 
require ment s 

3.5 In terruptibl ~ requirements up to 300 MCF 
per day 

3.4 Interruptible requirements where proF~na 
is the only alternate fuel for that 
portion of interruptible requirements 
where propane is necessary for process 

3.3 Firm industrial boiler fuel requiremen•s 
over f,500 MCF per day where alternate 
fuel capabilities cannot meet requirements 

3.2 Firm industrial toiler fuel requir ements 
from 300 MCF per day through f ,500 MCF 
per day 

3.f Firm industrial non-boiler fuel reguire
ments not in Priority 2. 

2.4 Firm industrial small volume requirements 
up to 300 MCP per day 

2.3 Large commercial (more than 50 HCF on peak 
day) other than essential r.uman needs 
requirements 

2 . 2 Firm industrial for feedstock ~r process 

2. I Firm industrial for plant protection 

Essential human 
hospitals, schools, 
orphanges, prisons, 
alternate fuel 

requirements (i.e. 
nursing heme s, 

etc.) wr.ich have 

f.f Residential, essential human needs without 
alternate fuel• and small commercial (less 
than 50 ~CF on p~ak day) 

a. Gas shall not be considered available for any 
interruptible Priority Class until requirements for 
current demands of numer ica lly lower Priority Classes 
and necessary storage for protection of firm service 
and system integrity ar: met . 

b. All customers within a Priority Class must be 
interrupted completely prior to the interruption of 
any customer in numerically lower Priority Class. 

c. In the event that it is not necessary to completely 
interrupt all c ustomers in a Priority Class, each 
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customer in that class shall be curtailed on a pro 
rata basis for the season {Heating November !6-
April 15) (Summer -- April 16-November 15). 

d. Where there is a partial Supply of gas available to 
an i_nterruptible Priority Class, and a customer 
within that class certifies in' writing that it has 
exhausted all alternclte fuel suppli_es, and that it 
cannot operate without a supFlY. of na.tural gas, then 
that customer shall have first priority for use of 
any gas available to that Priority Class. If gas is 
sold under these conditions, the utility shall inform 
the commission, on a daily basis, of the.name of each 
customer involved, its nsage volumes, its major 
product line, its standard Industrial Classification 
Code number, the number of employees affected, and 
when alternative fuel supplies are expected. If the 
gas available to a Priority Class is insufficient to 
supply all customers in that class which have 
exhausted their alternatg fuel supplies, all such 
customers shall share tba available gas on a pro rata 
basis for the season (h:ating or summer), but on any 
given day one or more of such customers may be 
interrupted. 

e. Gas sold under section "d" above, to customers which 
have exhausted altern~te fuel supplies shall be 
priced at a rate equal to the current market price of 
the alternate fuel plus fifteen. (15) percent. This 
market price shall be established daily. Any 
revenues obtained from gas sold under this paragraph 
in excess of the revenue which would have been 
obtained under the applicable published rate 
schedules shall be placed in a special account 
labeled "Alternate Fuel Price Equalization Account" 
and shall be applied to first m~et extraordinary 
costs of administering these emergency prccedures and· 
then to offset ·any tracking increases of 
Transcontinental Gas Pipe Line Corporation due to 
curtailment of gas supplies. 

APP END IX II E" 
DOCKET NO. G-100, SUB 18 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Rulemaking Proceeding for 
curtailment of Gas Service 
Due to Gas Supply Shortage 

NOTICE OF EMERGENCY 
PROCEDURE FOR ALLOCATION 
OF NATURAL GAS 

NOTICE TO THE PUBLIC. North Carolina's five natural gas 
distrituting companies, of which your supplier is one, 
purchase all of their gas frcm Transcontinental Gas Pipe 
Line Corporation (Transco). Transco is the only source of 
natural gas in North Carolina. Transco is subject to the 
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regulation and control of the Federal Power ~ommission 
(FPC); your supplier is subject to the regulation and 
control of the North Carolina Utilities commission (NCUC). 

For several years Transco bas not had sufficient gas 
supplies to furnish 100% of all aaily contract volumes along 
its entire pipeline, which extends from Texas to the Eastern 
Seaboard st.ates, including North Carolina, up to New York. 
As a result, Transco has, for the last three years, been 
reducing its daily deliverie·s of gas to all its distribution 
companies. The impact of such reduction is most severe 
during the peak winter heating season from November 15 
through A.pril 1s. Such reduction has been on an equal pro 
rata basis under interim plans heretofore approved by FPC. 
For the winter heating season last ysar this reduction was 
approximately 7.08%. 

This year, even under the interim reduction plan, the 
amount of reduced sales by Transco to Ncrth Carolina 
distributors, including your supplier, would average 
approximately 16% or almost 10'1 more than last year. The 
FPC., earlier this year, orderea into effect a plan. which 
woula have further reduced the supply of natural gas.flowing 
into North Carolina. This FPC plan is presently being 
delayed for an indefinite time by Court oraer. Such plan., 
however, might go into effect before the end of the winter 
heating season. 

The previous years• curtailmgnt by TransCo caused no major 
aisruptions in North Carolina because (I) the curtailment 
was only 7%, and (2) the natural gas customers who lost 
their supplies of gas had alternate energy sources such as 
propane and fuel oil available for use. This year the 
curtailment will be, at least, approximately 16% ana the 
major alternate fuels are also in scarce supply. The effect 
of a prolongea cutoff of natural gas to those customers who 
have some alternate fuel capability, chiefly large 
industrial customers, vould mean that., vben their alternate 
supplies Were exhausted, such customers would have to close 
their plants and factories, resulting in massive 
unemployment. The Consequences to North Carolina's economy 
would be catastrophic. 

For these reasons, NCUC has held hearings and has revised 
its former categories of priorities during periods of 
reduced gas availability. ,These new categories are showµ 
below in the section entitled "Rule R6-19-2. Emergency 
Procedures for Allocation of Natural Gas." In addition, the 
emergency plans enacted by NCUC Order will have the 
following effects on citizens cf North Carolina: 

1. Every natural gas user in the State of North Carolina 
·must immed.iately reduce consumption of gas by 1'5% based on 
last year's usage as adjusted for weather conditions. Heavy 
penali-ties through increased :t;"ates are provided for those 
who use more than 85% of last year•s winter season 
consumpt'ion as adjusted. 
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2. Such penalty rates shall be the following: 

a. For usage 
of last year's 
conditions, the 
100% penalty for 

more than 85% but not exceeding 90% 
usage as adjusted for weather 

rate shall be the normal rate plus a 
all usage in excess of 85%. 

b. For usage more than 90% of last year's usage 
adjusted for weather conditions, the rate shall be 
the normal rate plus a 500% penalty for all usage in 
excess of 90%. 

3. The savings of gas thus generated shall be re
distributed to industrial customers b.ased on usage and need 
so that the burdens of this shortage can be fairly and 
evenly distributed and unemployment minimized. 

4. The highest priority is reserved for essential human 
needs such as residences, hospitals, nursing hemes and food· 
processing. To the extent such customers have alternate 
fuel supplies available, they will be required, during 
periods of extreme cold, to us: them. 

5. Those customers who benefit by having additional gas 
made available to them will have to pay a much higher rate 
for such gas than their present rate. Any excess revenues 
from penalties imposed will be placed in special accounts 
for the benefit of all customers. 

6. Special relief and emergency provisions are provided 
for those upon whom this plan would place an excessive 
burden which threatens their health or saf-ety. 

This unprecedented step has become necessary to ensure 
that every gas consumer in North Carolina will bear some of 
the burden of discomfort during the shortage and that the 
fewest possible consumers will experience a severe or 
disastrous hardship. For further information regarding 
these emergency plans, contact your natural gas supplier. 

ISSUED BY ORDER OF THE COHMISSION. 

This the 5th day of December, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 
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DOCKET NO. G- 100, SUB 18 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Rule ■aking Proceeding for 
Curtailment of Gas Service 
Due to Gas supply Shortage 

ORDER OF 
CORRECTION 

119 

BY THE COMMISSION: It appearing to the Commission that 
Henry E. Poole, Counsel for Burroughs Wellco ■e Co., 3030 
Cornwallis Drive, Research Triangle Park, North Carolina, 
entered an appearance in this matter as counsel for said 
company, and it further appearing that the app~arances set 
forth in the Co■■ission •s Interi ■ Order of December 5 , 1973 
inadvertently entered said company 's appearance as "consumer 
co■pany not represented by counsel". The Commission is of 
the opinion that such appearance should be clarified by the 
issuance of this order of Correction. 

IT IS, THEREFORE, ORDERFD AS FCLLOWS: 

I• That the com■ission•s Interim order of December 5, 
1973, be corrected to properly reflect the appearance of 
Burroughs Wellco■e Co., througll its counsel as follows: 

Henry E. Poole, Esq . 
3030 corn val lis Drive 
Researcll Triangle Park, North Carolina 
Appearing for: Burroughs Wellcome Co. 

2. That the Chief Clerk is herewith directed to maintain 
a copy of this order as a part of the Commission's In~erim 
Order of December 5, I 9 73. 

ISSUED BY ORDER OF THE COMMISSION. 

This 7th day of Dece ■ber, 1973 . 

NORTH CIBOLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. G-100, SUB 18 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Rulemaking Proceeding for 
curtailment of Gas Service 
Doe to Gas supply shortage 

!ORTBER INTERIM ORDER 
?STIBLISHING EMERGENCY 
PROCEDURE FOR ALLOCATION 
OF NATURAL GAS 
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BEFORE: Chairman Ma~vin R. Wooten, Presiding; 
commissioners Hugh A. ffells, Ben E. Roney, and 
Tenney I. Deane, Jr. 

BY THE COMMISSION: This proceeding was instituted by 
Order issued November 6, I 913 scheduling a hearing on 
Rulemaking Proceeding for curt3ilment of Gas service Due to 
Gas Supply Shortage. The pro·ceeding was heard on November 
20,. 1973, as scheduled. 

Based upon the affidavits and comments received into the 
record the additional statements and testimony received in 
the public hearing, the public knowledge of the existing 
energy crisis in the United States, and the Commission's 
records regarding distribution cf natural gas in North 
Carolina, the commission, on D~cember 5, 1973, issued its 
order requiring reductions in gas use. Paragraph 4 of that 
order is as follows: 

"That, during the heating season from December 16, 
1973 through April 15, 1974, all customers receiving gas 
shall reduce their usage by 15 percent below that used in 
the comparable period of Decsmber 16, )972 through April 
15, 1973. Temperature Sensitive sales shall be adjusted 
for differences in weather. Sales to municipalities for 
resale for firm custom9rs shall be adjusted for growth. 
The charges for any· usage above 85 percent of the adjusted 
test period shall be tbs normal tate plus I) a !00 percent 
penalty for any usage above 85 percent but below 90 
percent of the adjusted test period usaga, and 2) a 500 
percent penalty for any usag9 over 90 percent of• the 
adjusted test period usage. The above reduction 
requirements shall apply to all gas use except plant 
protection and except that, for residential non-heating 
use, the reduction requirements shall apply Only to gas 
volumes used in excess of a 13ase Monthly Usage of 4 MCF." 

Since the issuance of tha December 5, 1973 Order, the 
commission staff has been in almost continuous session, 
attempting to devise the most effective and equitable 
methods of implementing the desired objective of 
substantially reducing gas use by all parties in order to 
make gas available for the purpose of preventing 
unemployment due to fuel shortages. The penalty procedure 
previously ordered by the Ccmmi~sion can be expected to 
produce the greatest reductions in gas use of all the 
procedures considered. However, the penalty procedure is 
costly to implement and is not applicable to new customers. 
The penalty provisions of that procedure can be extended to 
new customers at considerable expense. The penalty 
procedure does have an extremely favorable characteristic in 
that those customers who do reduce their gas use by the 
required amounts do not experience an increase in rates. 
All other plans or procedures considered would be less 
costly to implement, and vould be applicable to all 
customers, but would cause an increase in rates to those who 
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had cut back as well as to those who had not reduced their 
consumption. 

The commission is receiving re~orts on a daily basis 
Showing the reductions in gas uee which are nov being 
experienced by the various gas distribution systems serving 
North Carolina. The commission notes that the desired 
reductions in gas use for which its procedures had been 
designed are presently being accomplished. Because of the 
great expense necessary ·for the administration of the 
penalty procedure, it would appear to be overly burdensome 
upon the people of North Car9lina to require the 
implementation of the penalty procedure at a time in which 
the desired reductions in gas use are being achieved. 

The Commission concludes that it is in the best interest 
of the people of North Carolina that the date of 
implementation of any such procedures be postponed 
temporarily subject to weekly review by the commission for 
the remainde1:_r of the heating season. 

Because the rates for interruptible gas service are less 
than the rates for firm servic3, the present shift in sales 
from firm customers to interruptitle customers is resulting 
in a loss of revenues to the gas distribution companies. 
The commission is of the opinion that those customers which 
curtail their gas use, in order to make gas available for 
prevention of unemployment, should not ha·ve to bear the 
burden of these losses in revenues, and that an across-the
board surcharge should he placed on rates charged to all 
interruptible customers with the exception of primary and 
secondary schools. This surcharge should be placed into 
effect for gas use from th_e effective tariff date through 
April 30, 1974. The revenues collected ·should be subject to 
refund pending thorough documentation and investigation of 
the actual shifts in gas consumption during the applicable 
period. · 

IT IS, THEREFORE, ORDERED: 

r. That the Commission reaffirms the Findings of Fact 
and Conclusions from its Order entered herein en December 5, 
1973, except as modified herein, and reaffirms the 
imperative need for a JS% curtailment in use of natural gas 
in North Carolina in order to prevent unemployment in 
industries relying upon natural gas for·continued operation, 
and the commission to that end calls upon .all natural gas 
customers in North Carolina to curtail their use of natural 
gas by I 5% below normal use of ·natural gas, and calls upon 
all residential, commercial and industrial customers using 
natural gas for space heating to reduce the temperature 
controls and thermostats by six degrees, or equivalent, 
below normal heating temperatura for the respective customer 
involved, as the same reduction as applicable to oil heat 
customers. The commission t9mporarily postpones the 
publication of penalty provisions for enforcement of such 
15% curtailment through said reduced temperature controls, 
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so long as the total reduction in natural gas use by 
residential, commercial and industrial customers attains. 
said 15% curtailment on a voluntary or customer regulated. 
conservation curtailment of natural gas use. The- penalty 
provisions contained in paragraph q artd all related 
paragraphs of the commission.' s Crder of December 5, 1973, 
are postponed pending said application of· curtailments on an 
individual customer basis through said customer application 
of temperature reductions. During said period of suspension 
of said penalties, all petitions and motions for alternative 
methods of proViatng incentive or ~enaltie~ for enforcement 
of said 15% penalty may De filed by parties of interest in 
this proceeding. 

2. That . each ga·s distribution company under the 
jurisdiction of this Commission shall weekly submit reports 
shoving the extent of customer reduction in usage for reviev 
by the commission. 

3. That each gas distribution company under the 
jurisdiction of this commission shall compute the amount of 
revenues expected to be lost, during the period from the 
date of this Order through April 30, 1974, as a result of 
the shifting of gas from firm sales to interruptible sales. 
Each company shall design and file with the ccmmission a 
surcharge, with Undertaking for refund, to be.applied to all 
interruptible sales, exclusiv.e of those to primary and 
secondary schools, which will recover revenues equal to the 
expected loss due to shifted sales. such surcharge shall be 
applicable to all gas sold from the effective date of the 
surcharge through April 30, 1974. The surcharge shall 
·become effective upon one day's notice. Revenues derived 
from this surcharge shall be subject to refund pending 
review by this Commission at the end of the heating season. 

4. That each gas atility in North Carolina shall publish 
a copy of the Notice attached hereto as Appendix 11 A" in a· 
newspaper or newspapers of genetal circulation in the 
service area of said gas utility by publication cf not less 
than one-third (1/3) of a page, to be published vithin seven 
(7) days of the date of this Order. · Further, each gas 
utility shall mail a copy of the Notice to all customers on 
its system in North Carolina. The Notice shall be mailed 
within fourteen (14) days ,of the date of this Order. 

s. That all provisions of this Order shall be subject to 
complaint and hearing of any party aggrieved by said 
provisions, and said provisions shall remain in effect 
during- the pendency of said complaint and hearing, unless 
stayed by further order of the ccmmission. 

ISSUED BY ORDER OF THE COHHISSION •. 
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This the 20th day of December, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine~- Peele, Chief Clerk 

APPENDIX A 
DOCKET NO. G-100, SUB 18 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Rulemaking Proceeding for 
Curtailment of Natural Gas 
Service Due to Supply Shortage 

FURTHER NOTICE OF EMERGENCY 
PROCEDURE FOR ALLOCATION 
OF NATURAL GAS 

NOTICE TO THE PUBLIC. North Carolina's five (5) natural 
gas distributing companies purchase all of their gas from 
Transcontinental Gas Pipe Line Corporation (Transco). 
Transco is the only source of natural gas in North Carolina. 
Transco is subject to the regulation and control of the 
Federal Power commission (l?PC) ; North Carolina suppliers are 
subject to the regulation and central of the North Carolina 
Utilities commission (NCUCJ. 

For several y~ats Transco has not had sufficient gas 
supplies to furnish 100% of all daiiy contract volumes along 
its entire pipeline, which extends from Texas to the Eastern 
Seaboard States, including North Carolina, up to New York. 
As a result, T~ansco has, for the last three years, been 
reducing its daily deliveries of gas to all its distribution 
companies. The impact of such reduction is most severe 
during the peak winter h~ating seaSon from Novembet 15 
through April 15- such reduction has been on an equal pro 
rata basis undar interim plans ber9tofore approved by FPC. 
For the winter beating season last year this reduction was 
approximately 7. 08%. 

This year, even under the interim reduction plan, the 
amount of reduced sales by Transco to North Carolina 
distributors, including your supplier, would average 
approximately (6% or almost 10% more than last year. The 
FPC, earlier this year, ordered into effect a plan which 
would have further reduced the supFlY of natural gas flowing 
into North Carolina. This FPC plan is presently being 
delayed for an indefinite time by court order. such plan, 
however, might go in-to effect before the end of the winter 
heating season. 

The previous years• curtailment by Transco caused no major 
disruptions in North Carolina because (I) the curtailment 
was only 7%, and (2) the natural gas customers who lost 
their supplies of gas had alternate ene~gy sources such as 
propane and fuel oil available for use. This year the 
curtailment will be, at least, approximately 16% and the 
major alternate fuels are also in scarce supply. The effect 
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of a pro·longed cutoff of natural gas to those customers who 
have some alternate fuel capability, chiefly large 
industrial customers, would mean that, when their alternate 
supplies were exhausted, such customers would have to close 
their plants and factories, resulting in massive 
unemployment. The conseguences to North Carolina's economy 
would be catastrophic. 

For these reasOns, NCUC has- bald hearings and has rec"eived 
numerous affidavits from industri~s and gas distributing 
companies regarding the extent and effects of th~ natural 
gas shortage. In order to reduce or avoid the possibility 
of massive unemployment, NCUC • bas passed -an· Emergency order 
which will have the following effects on citizens of North 
Carolina: 

1- Every natural gas user in the state of North Carolina 
is asked to reduce consumption of gas by JS% based on last 
year•s usage as adjusted for. weather conditions. To 
accomplish these reductions, each residential, commercial 
and industrial natural gas beating user should reduce his 
thermostat. by six degrees (6°). Additional measures for the 
conservation of energy include closing off unnecessary or 
little-used rooms or portions of buildings, improving the 
insulation of the building involved wherever possible and 
keeping drapes or blinds closed in those rooms into which 
the sun, is not directly shining. Users of natural gas for 
non~heating purposes, should tak~ such measures as are 
necessary to conserve energy use. 

2. The savings of gas thus generated 
redistributed to industrial custcmers based on 
need so that the burdens of this shortage can be 
evenly distributed and unem~loyment minimized. 

shall be 
usage and 
fairly and 

3. Those customers who benefit 
made available to them will have to 
such gas than their present rate. 
the higher rates vill be subject to 
and investigation of revenues of 
conclusion of the heating s9ason. 

by having additional gas 
pay a higher rate for 
Any excess revenues from 
refund pending an audit 
the gas companies at, the 

4. The commission Order regarding emergency natural gas 
curtailment which was dated Decembgr S, 1973, required heavy 
~enalties on use of natural gas in excess of 85J of last 
year's use as adjusted for weather conditions. The 
commission is receiving reports on a daily basis shoving the 
reductions in natural gas use which are now _being 
experienced by the various gas distribution Systems serving 
North Carolina. The commission notes that the desired 
reductions in gas use for ·•hich its December 5, 1973, 
penalty procedures had been designed are presently being 
accomplished. Because of thg expense necessary for the 
administration of the previously order~d penalty procedure, 
it would appear to be overly burdensome upon the peopl~ of 
North Carolina to r~guire the implementation of the penalty 
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procedure at a time in which the desired reductions in 
natural gas use are being achieved. 

FOr these reasons, the Commission has postponed the 
penalty provisions of its Order of December 5, J973, and 
will review the natural gas use in North Carolina each week 
for the remainder of the heating season. In the event that 
the present level of reducticn does not continue, the 
Commission must again consider the immediate implementation 
of substantial penalties or other such measures as_may be 
deemed appropriate to cause the necessary reduCtions in 
natural gas use. 

The Commission requests the 
energy by all energy users in 
might prevent or reduce 
shortages. 

continuance of 
our State in 
une111ployment 

conservation of 
order that we 

caused by fuel 

ISSUED BY ORDER OF THE COMMISSION. 

This the 20th day of December, f973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine H. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. G-100, SUB 19 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Minimum Federal Safety Standards for 
Pipeline Facilities and Transportation 
of Gas Under Natural Gas Pipeline Safety 
Act as Codified in qg USC f 671, et seg. 

ORDER ADOPTING 
AMENDMENTS TO THE 
MINIMUM FEDERAL 
SAFETY STANDARDS 

BY THE COMMISSION. The Office of Pipeline Safety of the 
United States Department of Transportation promulgated 
Minimum Federal Safety Standards for pipeline facilities and 
the transportation of gas in 49 CPR 192. 

On December 30, 1970 the North Carolina Utilities 
Commission issued an order under Docket No. G-100, Sub 13 
adopting the Minimum Federal Safety standards for Natural 
Gas Pipeline Safety as adopted by the Department of 
Transportation in 49 CFR Part 192. 

On November 15, 1971, the North Carolina Utilities 
commission issued an order under Docket No. G-(00, Sub 15 
adopting miscellaneous amendments to the Minimum Federal 
Safety Standards and Corrosicn Control Standards. 

On December 20, 1972 tb:i: North Carolina Utilities 
Commission issued an order under Docket No. G-100, Sub 17 
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adopting miscellaneous amendments to the Minimum Federal 
Safety standards. 

Under the provisions of G.s. 62-50, the North Carolina 
Utilities Commission has jurisdiction over portions of 
interstate natural gas pipelines within North Carolina and 
has authority over intrastate natural gas companies to the 
extent therein stated and intrastate natural gas utilities 
and minicipal gas facilities. Since December 31, 1972, the 
Department of Transportation bas issued the following 
amendments to the Minimum Federal Safety standards qg· CFR 
Part 192. 

(I) 49 CFR Part 192 - Amendment to Section 192.SS(a) (2) 
and (b) (2), Qualifications for Pipe; Amendment to section 
192.65, Transportation of Pipe; Amendment to section I of 
Appendix A revising paragraph D to correct address change, 
Amendment to Section 2 of AppendiE A revising subparagraphs 
A.I, 2, 3 and 5, Documents incorporated by reference; 
Amendment to Section I of Appendix B, Listed Pipe 
Specifications; Amendment to Appendix B adding· new Section 
III, Steel Pipe Manufactured .before November 12, 1970 to 
Early Additions of the• Listed specifications. Issued 
February 22, (973, Federal Register, Volume 38, No. 35. 

(21 49 CFR Part 192 - Amendment to Section 192.3, service 
Line Definition. Issued April 10, 1973, Federal Register, 
Vol. 38, No. 68. 

(3) 4 9 CFR Part 192 
(1), Odorization of Gas. 
'!tegister, Vol. 38, No. 109. 

- Am9ndment to Section 192.65 (g) 
Issued J'une 7, 1973, Federal 

The Commission is of the opinion that in many instances 
the safety standards and the North Carolina Law under the 
authority of the Commission gxceeds Minimum Federal Safety 
Standards; however, the commission concludes that - in the 
interest of cooperative regulation with appropriate F£deral 
ag£ncies and in review of this sp~cific legislative mandate 
under the provisions of G.S. 62-2 and G.S. 62-50 that the 
above stated amendments and new additions as adopt~d by the 
Department of Transportation in 49 CFR Part 192 should be 
adopted and made applicable to such pipeline facilities and 
facilities of natural gas under the jurisdiction of this 
commission. Accordingly, under authority of G.S. 62-3(, 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

la That the following miscellaneous amendments and 
additions as listed to the Minimum Federal Safety Standards 
pertaining to gas pipeline saf9ty and the transportation of 
natural gas as adopted in 49 CFR Part !92 as are in effect 
as of the date of this order be, and the same hereby are, 
adopted by the commission to be applicable to all natural 
gas facilities under its jurisdiction except as to those 
requirements of North Carolina Law which exceed or are more 
strinqent than the standards set forth in the above 
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■entioned Federal enactment and further with the ~xception 
of any subsequent modification or amend■ent to the North 
Carolina Safety Standards. 

(I) 49 CPR Part 192 - Aaendment to Section 192.55(a) (2) 
and (b) (2), Qualifications for Pipe; laend■ent to Section 
192.65, Transportation of Pipe; Amendment to section I of 
Appendix A revi~ing paragraph D to correct address change, 
Amendment to Section 2 of Appendix l revising subparagraphs 
1.1, 2, 3 and 5, Documents incorporated ty reference; 
l■endment to Section I of Appendix B, Listed Pipe 
Specifications; lmend■ent to Appendix B adding new Section 
III, Steel Pipe "anufactured before Noveaber 12, 1970 to 
Early Additions of the Listed Specifications. Issued 
February 22, 1973, Federal Register, Volume 38, No. 35. 

(2) 49 CPR Part 192 - Aaendm9nt to Section 192.3, Service 
Line Definition. Issued April 10, 1973, Federal Register, 
Vol. 38, No. 68. 

(3) 49 CFR Part 192 
(I), Odorization of Gas. 
Register, Vol. 38, No. 109. 

- A ■end■ent to Section 192.65 (g) 
Issued June 7, 1973, Federal 

2. That a copy 
Appendix A be mailed 
municipalities under 
Utilities coamission. 

of the amendments attached hereto as 
to all natural gas utilities and 

the jurisdiction of the North Carolina 

3. That a copy of this order be mailed to all natural 
gas utilities and municipaliti9s under the jurisdiction of 
the North Carolina Utilities Commission. 

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

ISSUED BY ORDER OF THE COHHISSION. 

This the 21st day of November, 1973. 

NORTH CAROLINA UTILITIES COHHISSION 
Katherine"· Peele, Chief Clerk 

(SEAL) 

APPENDIX A 

§ 192.3 Definitions 

* * * * * * * * * * * • 
" Service line" means a distribution line that transports 

gas from a common source of supply to (I) a customer meter 
or the connection to a cu s tomer's piping, whichever is 
farther downstream, or (2) the connection to a customer's 
piping i f there is no cust.omgr meter. A custome r meter is 
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the meter that measures the transfer of gas £rem an operator 
to a consumer. 

* • * • • • • • * * • * 
(Sec. 3, Natural Gas Pipeline Safety Act of ! 968, 49 u.s.·c. 
1692, § 1.SB(d), regulations. of the Office of ·the secretary 
of Transportation, qg CPR J.SB(d); redelegation of authority 
to the Director, Office of Pipeline Safety, set forth in 
appendix A of part 1 of the regulations of the Office of the 
Secretary cf Transportation, 49 CPR Part I) 

Issued in Washington, Dec. on April 5, 1973. 

Joseph c. Caldwell, 
Director, 

Office of Pipeline Safety. 

[FR Doc. 73-6842 Filed 4-9-73; 8:45 am] 

§ 192.55 steel pipe. 

(a) * * * 
(2) It meets the requirements of--
(i) section II of Appendix B to this part; or 
(ii) If it was manufactured before November 12, 1970,, 

either section II or III of Appendix B to this part; 
or 

• • • * * * • • • • * * 

(bl * * • 
(2) It meets the reguiremerits of--
(i) Section II of Appendix B to this part; or 
(ii) If it was manufactured before November 12, 1970, 

either section II 01= III of App·endix' B to this part; 

• * * * • * • * • • * * 
2. Section 192.65 is revised to read as follows: 

§ 192.65 Transportation of pipe. 

In a pipeline to be operated at 
percent or more of SHYS, no operator may 
outer diameter to wall thickness ratio 
that is transported by railroad unless--

a hoop stress of 20 
use pipe having an 
o·f 70 to I or. more, 

(a) The transportation was performed· in accordance with 
API RP5L I; or 

(b) In the case of -pipe trans ported- before November I 2, 
1970, the pipe is tested in accordance with subpart J of 
this part to at least 1. 25 times the maximum a:1iowable 
ope_rating pressure if it is to be installed in a class I 
location and to at least 1.s times t~e maximum allowable 
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operating pressure if it•is to be installed in a class 2, 3, 
or 4 location. Notwithstanding any shorter time period 
permitted under Subpart J of this part, the test pressure 
must be maintained for at least 8 hours. 

3. Section I of Appendix: A is amended by revising 
pa~agraph B to read as follows: 

• * * 

B. American Petroleum 
NW., Washington, DC 20006, 
Dallas, Tex. 75201-

Institute (APIJ, I 80 I K Street 
or 300 Corr.igan Tower Building, 

4. Section II of Appendix A is amended by revising 
subparagraphs A.I, 2, 3, and 5 to read as follows: 

II. Documents incoiporated by reference. 
A. American Petroleum Institute: 
f·. API Standard SL 11 API Specification fo~ Line Pipe" 

(1967, 1970, 1971 editions, 1971 edition plus Supplement I). 
2. API Standard SLS 11 API Specification fer Spiral-Weld 

Line Pipe"(l967, 1970, 1971 editions, 1971 edition plus 
Supplement I). 

3. API standard 5LX "API specification for High-Test 
Line Pipe" (1967, 1970, 1971 editions, 1971 edition plus 
Supplement II• 

5. API standard SA 11 API specification for casing, 
Tubing, and Drill Pipe" (1968, 1971 editions). 

* * * • • 
5. Section I of Appendix B is amended by revising the 

first three items to read as follows: 

specifications. 
editions. 

Numbers .in parentheses I. Listed pipe 
indicate applicable 
APT SL--Steel and 

Supplement I). 
iron pip• (1967, J970, 1971, 1971 plus 

API SLS--Steel pipe (1967, 1970, J971, 1971 plus Supplement 
I J • 

API SLX--Steel pipe (1967, 1970, 1971, 1971 plus supplement 
I l • 

• * • • * 
6. Appendix Bis amended by adding a new section III at 

the end thereof, to read as follows: 

APPENDIX B--QUALIFICATION OP PIPE 

• • * * • 
III. Steel pipe manufacturei before November 12, 1970, to 

earlier editions of listed specifications. steel pipe 
manufactured before November 12, J970, in accordance with a 
specification of which a later edition is listed in section 
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I of this aPpendix, is qualified for use under this part if 
the following requirements are met: 

A. Inspection. The pipe 111.ust be· clean enough to permit 
adequate inspection. It must be visually inspected to 
ensure that it iS reasonably round and straight and that 
there are no defects which might impair the strength or 
tightness of the pipe. 

B. similarity of specification requirements. The 
edition of the listed specification under which the pipe was 
manufactured must have .. substantially the s·am·e requirements 
with respect to the follciving properties as a later edition 
of that specification listed in section I of this appendix: 

(I) Physical (mechanical) properties of pipe, including 
yield and tensile strength, elongation, and yield to tensile 
ratio, and testing ·requirements to verify those· properties. 

(2) Chemical properties of pipe and testing reguirements 
to verify those properties. 

c. Inspection or test of w~lded pipe. on pipe with 
welded seams, one of the following requirements must be met: 

(I) The edition of the listad specification to which the 
pipe was manufactured must hava substantially the same 
requirements vi th respect to nondestructive inspecticn- of 
welded seams and the standards for acceptance or rejection 
and repair as a later edition of the specification listed in 
section I of this appendix. 

(2) The pipe must be tested in accordance. vith Subpart J 
of this part to at least 1.2s times the maximum allowable 
operating pressure if it is to be installed in a class I 
location and to at least 1.s times the maximum allowable 
operating pressure if it is to be installed in a class 2, 3, 
or 4 location. Notwithstanding any shorter time ~eriod 
permitted under Subpart J of this part, the test pressure 
must be maintained for at least 8 hours. 

(Sec. 3, Natural Gas Pipeline Safety Act of 1968, 49 o.s.c. 
1612; § 1.SB(d), regulations of the Office of the secretary 
of Transportation, 49 CFR I. 58 (d); the redelegation of 
authority tc the Director, Office of Pipeline Safety, set 

•forth in Appendix A to Part I of the regulations of the 
Office of the Secretary of T~ansportation, 49 CFR Part I) 

Issued in Washington, D. c~·, on Pebruary 14, 1973. 

Joseph c. Caldwell, 
Director, Office of 

Pipeline Safety. 

(FR Doc. 73-3322 Filed 2-21-73; 8:qs am] 
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§ 192.625 Odorization of gas • 

• • • • • 
(g) • • • 
( II January I • 19n: or 

• • • • • 
This amendment is issued under the authority·cf section 3 

of the Natural Gas Pipeline Safety Act of 1968 (q9 u.s.c. 
1672), § ).SB(d) of the regulaticns of the Office of the 
Secretary of Transportation (49 CPR f .58(d), and the 
redelegation of authority to the Director, Office of 
Pipeline Safety set forth in appendix A of part I of the 
regulations of the Office of the Secretary of Transportation 
(q9 CFR, pt. I). . 

Issued in Washington, n.c. on May 3f, 1973. 

JoS9ph C. Caldwell, 
Director, 

Office of Pipeline Safety. 

[FR Doc. 73-)1359 Filed 6-6-73; a,qs am] 

DOCKET NO. P-100, SUB 30 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
The Establishment of Rule R9-4 as a Nev Addition 
to Chapter 9 of the Commission's Rul~s and 
Regulations Pertaining to Telephone and 
Telegraph Companies Pursuant to G. s. 62-31. 

ORDEB TO 
ESTABLISH 
RULE 

The North Carolina Utilities commission, acting under the 
power and authority delegated to it by law, hereby gives 
notice of its intention to establish Rule R9-4 as a nev 
addition to Chapter 9 of the ccmmission 1 s Rules and 
Regulations pertaining to telaphone and·telegraph companies 
pursuant to G. s. 62-31, the rule tote as follows: 

Rule R9-4. Filing of Telephon3 and Telegraph tariffs and 
maps. 

(a) !!ef..i,nitiQ!l• The term 11 tariff11 as used herein means a 
publication containing rates, charges, rules and 
regulations of the talepbone or telegraph public 
utility. The term 11 map 11 as used herein means a map 
which is used to define service and rate areas. 

(b) Reguirements as to 21.g_!l, for!!!., identification, s.!l.Q. 
fil1ng 2! tariffs. 
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( I) All tariffs except maps shall be in loose leaf 
form of size· eight and one-half inches by eleven 
inches and shall be plainly printed or reproduced on 
paper of good quality. 

(2) Each regulated telephone utility in North 
Carolina shall have on file vith the North Carolina 
Utilities · Conimission, · for each exchange it serves a 
map of scale one inch· equals one mile shoving 
exchange service area, base rate area, and if any 
exist, rural zone$. Said maps, when originally 
drawn, shall be made from current North Carolina 
state Highway Maintenance maps. 

(3) A margin of 
without any printing 
binding edge of each 

not less than 
thereon shall 
tariff sheet. 

three-fourths inch 
be allowed at the 

(q) Tariff sheets ar-!! to be numbered consecutively 
by section, sheet, and rgvision number. Each sheet 
shall show 'an effective date, a revision number, 
section number, sheet n~mber, name of the company and 
the name of the tariff and title of the section in a 
consi~tent manner. 

(5) When it is desire·if to make changes in the 
rates, rules, maps, or other provisions of the 
tariff, an official tariff filing shall be made to 
the North Carolina Utilities Commission addressed as 
follows: North Carolina Utilities commission 
Telephone Rate Section. P. a. Box 991, Raleigh, North 
Carolina 27602. 

(c) transmittal Letters. Bach tariff filing shall 
include a letter of transmittal (five copies). All 
explanations shall 'be made in such form as to be 
readily understood by persons not fully familiar vith 
technical language. Bach transmittal letter shall 
include: 

( !) A list of sheets filed by section, sheet and 
revision. 

(2) A paragraph describing the type of filing (new 
service, change of regulation, rate increase, rate 
reduction, etc.). 

(3) A paragraph or more explaining 
necessary and a full explanation of each 
offering, new regulation, etc., and 
operations of each nev service. 

the reasons 
change, new 
details of 

(4) A paragraph 
impact of each 
subscribers. 

giving a full explanation of the 
proposed change on existing 
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(5) A paragraph giving the estimated gross revenue 
produce 
hov the 

and net revenue that a new service will 
annually over a three year period, explaining 
estimate was ,obtained. 

[NOTE] Each tariff revision of wording, 
rearrangement, other changes, additicns or 
del~tions shall be explained in 
consecutive order in the transmittal 
letter in the sequence in which they 
appear. 

Each tariff filing shall be treated as 
original in that all required information 
shall be submitted with each filing 
regardless if simila·r or identical 
info_rmation such as cost study data or 
technical data has been submitted with 
previous filings. 

unrelated nav service offerings shall not 
be included in the same tariff filing. 
Neither shall unrelated tariff changes be 
included in the same tariff filing. 

one copy of technical explanation, 
marketing data or other information 
necessary to describe the proposed 
additions or changes shall be included as 
a part of the tariff filing. 

(d) ~2.E! 21~ll ~~ta. Full cost data (2 copies) shall be 
submitted for each new or changed rate by any 
telephone utility with total stations in service in 
excess of 4,000. If full cost data is not available, 
explanation should be given including the available 
data, the reason full data is not available and on 
what information the proposed rates are based. 

Any telephone utility with less than 4,000 total 
stations in sarvice shall submit cost data or file a 
rate already on file by some other company in North 
Carolina. Should the latter choice be made, 
explanation sha·ll be included as to the name of the 
compariy from whom the ratss were copied and the 
tariff section, sheet and item number of the other 
company's tariff. 

Supporting data and/or explanations of how dollar 
amounts appearing on cost studies were obtained shall 
b€ included.· 

(e) Notice of change; .§.Eecilll Permission; Symbols. Each 
tariff filing shall include new or rEvised tariff 
sheets (five copies) with notations in the right hand 
margin indicating aach change made on these sheets. 
Notations to be used are (c) to signify change in 



64 GENERAL ORDERS 

regulation, (D) to signify discontinued rate or 
regulation, (I) to signify a rate increase, (N) to 
signify a new rate or regulation, (R) to sig~ify a 
rate reduction, (T) to. signify a change in text, but 
no change in rate or regulation. Sheets issued 
under new numbers are to be designated as original 
sheets. Sheets being revised should show the next 
number of revision from the existing sheet and should 
cancel the existing sheet. 

Any tariff filings to make changes of existing maps 
shall include three (3) copies of said map plus a 
location map so marked with the proposed changes 
indicated in red. pencil in lieu of the right hand 
margin notation specified in the preceding paragraph. 

All tariff filings shall be received at the 
Commission offices at laast 30 days before the date 
upon which they are to become effective, except as 
provided in G. s. 62-134, and except those tariff 
filings made in respons9 to a commission Order. 

(f) Commission Order T~riff Fil~~- Tariff filings made 
in response to an order issued by the North Carolina 
Utilities Commission shall include a transmittal 
letter stating that the tariffs attached are in 
compliance with the Order, giving the docket number, 
date of the order, a list of tariff sheets filed and 
any other information necessary. The transmittal 
letter shall be exempt from all other requirements of 
section (c) above. Said tariff sheets shall ccmply 
with all rules in this Chapter and shall include all 
changes ordered and absolutfil~ no others. The 
eff~ctive date and/or wording of said tariffs shall 
comply with the ordering provisions of the order 
being c~mplied with. 

(g) Availabiliti of Tariff5. Each tele~hone and 
telegraph utility shall make available to the public 
at each of its business offices within North Carolina 
all of its tariffs currently on file with the North 
Carolina Utilities commission and its employees shall 
lend assistance to seekers·of information therefrom 
and afford inquirers an orportunity to examine any of 
such tariffs without requiring the inguirer to assign 
-any reason for such desire. Utilities shall not be 
required to furnish copies without charge. 

(h) Effective date of this Cha_E1er. The rules of this 
Chapter shall be applicable to all tariff filings and 
maps filed on and after a date ten days subsequent to 
the adoption of this Chapter as a part of the 
Commission's Rules and Regulations. All maps on file 
shall be in compliance with Rule F9-4 (b) (2) by April 
I, I 97ij. Western Union Telegraph com~any is exempt 
from the map requirements of this Chapter. 
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(i) £~Eli~!!£~• Any tariff filings filed with the 
Co■■ission and found to be non-co■pliant with this 
Chapter shall be so ~arked and one copy shall be 
returned to the filing utility with a brief 
explanation advising in what vay the tariff does not 
comply and advise that the co■■ission does not 
consider said tariff as having been filed. Record of 
any tariff filings returned for non-co ■ pliance with 
this Chapter shall be ■ ade in the co■■ission files. 
Full co■pliance with this rule shall not guarantee 
Cc■■ission approval or preclude requests for 
additional information or clarification. 

IT IS, THEREFORE, ORDERED AS FCLLOWS: 

(I) That if no written regugsts for hearing are filed 
within thirty (30) days fro ■ thg date of this order relating 
to the foregoing rule, the rule shall become effective at 
the expiration of said thirty (30) days. 

(2) That a copy of this order be sent to each telephone 
coapany under the jurisdiction of the Coaaission and to 
Western Onion Telegraph Company. 

ISSUED BY ORDER OF THE CONNISSION. 

This 15th day of January, 1973. 

NORTH CAROLINA UTILITIES COftNISSIO!I 
Katherine M. Peele, chief clerk 

(SEAL) 

DOCKET NO. P-100, SUB 30 

BEFORE THE NORTH CAROLINA UTILITIES CONftISSION 

In the l!atter of 
The Establishaent of Rule R9-4 as a Nev Addition to 
Chapter 9 of the co■aission•s Rules and Regulations 
pertaining to Telephone and Telegraph Companies 
pursuant to G.S. 62-31. 

FINAL 
ORDER 

The !forth Carolina Utilities Co ■■ission, acting under the 
power and authority delegated to it by law gave notice on 
January I 5, 1973, of its intentions to establish Rule R9-4 
as a new addition to Chapter 9 of the comaission•s Rules and 
Regulations pertaining to telephone and telegraph coapanies 
pursuant to G.S. 62-31, notifying the coapanies that if no 
written request for a hearing were filed within 30 days from 
the date of the order, relating to the foregoing rule, that 
the rule would become effective at the expiration of said 30 
days. 

There being no written request for a hearing received 
within the 30 days of the date of the order, this order is 
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issued as a final order so that the record may show that the 
rule is now in effect. 

IT IS, THEREFORE, ORDERED that this order shall serve as a 
final order of record that Rule B9-4, Chapter 9, of the 
Commission•s Roles and Regulations pertaining to telephone 
and telegraph companies pursuant to G.S. 6~-31, iS now 
effective and is to be complied with by all telephone and 
telegraph companies under the Commission• s jurisdiction, and 
that a copy of this order shall be sent to each telephone 
company under the jurisdiction of the commission and to 
western Union Telephone and·' Telegraph Company. 

ISSUED BY ORDER OP THE COHHISSION. 

This 26th day of March, 1913. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherin~ M. Peele, Ch~ef Clerk 

(SEAL) 

DOCKET NO. E-30, SOB I I 

BEFORE THE NORTH CAROLINA UTILITIES CO"HISSION 

In the Matter of 
Application of Domestic Electric ) 
service, Inc., Piling of Revised ') 
Schedules Stating New Rates. ) 

ORDER APPROVING 
IllCREASE IN 
RATES AND CHARGES 

BY THE COMMISSION. On ·March 9, 1973, J)omestic Electric 
service, Inc., hereinafter ref erre a to as 11 Domestic11 , filed 
an Application vith the Commission seeking authority to 
increase electric rates_ and charges to residential, 
commercial and industrial customers in its service area 
encompassing parts of Nash, Edgecombe and Wilson Counties in 
North Carolina, and more particular+y, authority to increase 
its rates for immediate relief to offset higher power cost 
resulting from a vholesal-a · increase of approximately 
$17,568. IQ (based upon the 12 mcnths ending December 31, 
1972) from the city Of Rocky Mount, its supplier, which in. 
turn will receive the same increase from Carolina Power & 
Light company, its supplier, in accordance with a settlement 
agreement filed with the Federal Powe~. Commission (Docket 
No. E-7918, which increase is effective March I, 1973, 
following the final decision of the Federal Fower 
Commission). 

Based upon the Applica,:t:.ion as filed and the records of the 
Commission in this docket, the commission • makes the 
following 
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FINDINGS OF FACT 

1. Applicant, Domestic Electric servi~e, Inc., is a duly 
franchised and operating public utility under the lavs of 
the state of North Carolina and is. Subject to th9 
jurisdiction of this Commission for the purpose of fixing 
its rates and chatges. 

2. Applicant will experience an increase in wholesale 
cost of energy purchased from its supplier, the City of 
Rocky Mount, which applies the rate schedule of Carolina 
Power & Light Company applicable to itself for billing 
Domestic. The Federal Power Commission has allowed the new 
wholesale rate schedule in F.P.C. Docket No. E-7918 tO' 
bec.ome effective March I, 1973. 

3. The test period utilized by the Commission in this 
proceeding vas the 12 moriths• period· ending December 31, 
1972. 

4. Domestic Electric service, Inc. filed tariffs 
adjusted upward, across-the-board by 4.88~ to recover this 
increase in the cost of purchased power plus related gross 
receipts taxes to bec9me effective on all energy sold on or 
after Ma'rch ·13, 1973. 

5. The net original cost of Applicant's investment in 
electric utility plant in service on December 31, 1972, vas 
$302,169.86 and includ·ing allowances for working capital of_ 
$12,043.07 results in a total Cost of $314,2(2.93. 

6. That th~ ratio of net operating income for return 
under the ,present rates ·as applied to the net investment in 
electric utility plant in service, including working capital 
as adjusted for tax accruals, is 7;01%. After giving 
consideration to the proposed cate adjustments and increased 
cost of paver, Applicant would have a net original cOst 
investment of approximately $302,169.86, plus working 
capital allowance of $1 I ,Bl 2. 39, resultlng in a total° 
investment of $313,982.25. 

7. That in the ab~ence of the Ap~licant•s presenting anj 
type of replacement cost data for use in ~rriving at a fair 
value determination of its used and useful plant in service, 
the commission. finds that the fair value of the property is 
at least equal to the net. original. cost investment of 
$302, 1-69.86 plus allowances for working _capita1 of 
$11,812.39, for a total fair value of $313,98~.25. The 
proposed rates would e~fect_ a rate of return on said fair 
value of approximately 7.87%. 

a. That after deducting fixed charges from income 
available for fixed charges, there remains a net income fqr 
equity of $2ij,f26.BO; that the common equity investment at 
the end of the test period was $217,227.44, producing a rate 
cf •return on common equity under the present rates at the 
end of the test period of 11.02%. 
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9. That the rates of return as approved by the 
Commission in Docket No. E-30, Sub 9, issued on January 28,· 
1972, for the test period ending January J3, f971, and those 
determined by the Commission in this docket are. listed 
below: 

On fair value 
On equity 

.APPROVED IN 
DOCKET NO. E-30, SUB 9 
__ JANUARY 28~_1971.._ 

6.69% 
I 2. q51 

APTER 
PROPOSED 
Il!£filllll 

7. 87% 
. II -I 1% 

The rate of retorn on common equity after the adjustments 
for the proposed increases as applied for herein has 
decreased from that found just and reasonable by the 
commission in the last rate of return fi-ling approved by 
this Commission, and the rate of return on fair value has 
increased. 

10. To require the Applicant to absorb the increases in 
wholesale energy cost imposed upon it by its supplier, the 
City of Rocky Mount, which bills Domestic, with the same 
rate schedule approved by the federal Paver CommisSion 
resulting from a settleme·nt agreement in F.P.c. Doeket No. 
E-7918, would result in the Applicant's being required to 
operate at a rate of return on common eg-ufty-tbat would be 
less than just or reasonable or sufficient for the 
Applicant's utility operations. 

Whereupon the Commission reaches the following 

CONCLUSIONS 

The Commission concludes that to require Domestic to 
absorh the increase in wholesale energy cos~ imposed-upon it 
by its supplier, the Cit_y . of Rocky Mount,_ fo_llowing an 
increase in its rate from Carolina Power & Light Company as 
a result of a settlement of an Application by Carolina Power 
& Light ComPany to the Federal Paver commission in P.P.c. 
Docket No. E-79(8 would result in requiring the company to 
operate at a rate of return on com~on equity that is less 
than just and reasonable u~der its operations as a public 
utility. 

The commission iS further of the opinion that the rates 
authorized pursuant to this Ordar are just and reasonable 
under the operating conditions which the Applicant is now 
experiencing, and that the increase allowed herein will 
permit the Applicant to pay its increased cost of wholesale 
energy, to maintain its facilities and servii::es in 
accordance with the reasonable requirements of its customers 
in the terri·tory covered by its fra_nchise, and to reasonably 
meet its financing requirements to maintain and improve 
service to its customers. 

The Commission further 
analysis of the data filed 

concludes that after review 'and 
by Domestic Electric service, 
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Inc., in this docket that the filing will not result in an 
increase in the co■pany•s rate of return on co■■on equity 
over that. approved by the co■■ission in the ■ost recent rate 
of return case (Docket No. E-30, Sub 9, dated January 28, 
1972), and that the pass-on of the wholesale increased cost 
of purchased power should tberafcre be allowed. 

Based on the foregoing Findings of Fact and Conclusions, 
the Coamission is of the opinion that the rate increase as 
filed by Do■estic Electric Service, Inc., that seeks solely 
to recover increases in the cost of purchased power to it 
fro ■ its supplier as allowed by the Federal Power Co■■ission 
should be permitted to become affective without hearing. 

Based upon the foregoing Pindirgs of Fact and Conclusions, 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

I. That effective upon bills rendered on and after the 
date of this Order, the Applicant, Do■estic Electric 
Service, Inc. is authorized and permitted to put into effect 
an across-the-board increase of 4.88J on its rates and 
charges previously approved by the Commission in accordance 
with the tariffs filed herein. Such increase in rates shall 
produce no ■ore than total annualized additional revenues as 
of the end of the test period of $18,689.51, being the 
dollar amount of increased purchased power expense plus an 
allowance for increased gross receipts taxes. 

2. If a reduction in whol9sale energy costs occurs as a 
result of future action taken by the Federal Power 
Commission in F.P.C. Docket No. B-7918 relat~ng to Carolina 
Power & Light Co■pany•s wholesale rates and the City of 
Rocky Mcunt•s subsequently reiucing its charges to Dc■estic 
for wholesale energy, the flat 4.88J increase en rates and 
charges granted in this Order affecting residential, 
co■■ercial and industrial rates of the co■pany will be 
reduced by a percentage that is the difference resulting 
fro■ a reco■putation of percentage increase in revenues from 
the final wholesale energy c ost and 4.88J. Any changes of 
this nature shall be im ■ediately reported to the Coamission 
and decreases in rates and charges shall be placed on all 
bills within thirty (30) days frc ■ the effective wholesale 
energy cos t reduction. 

3. That the attached Notic e, Appendix "l", be mailed to 
all customer s advising them of the actions taken herein. 

ISSUED BY ORDER OP THE COMMISSION. 

This the 10th day of April, 1973. 

{SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine!. Peele, Chief Clerk 
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APPENDIX "A" 
NOTICE 

Upon Application of Domestic Electric Service, Inc. the 
North• Carolina Utilities Commission approved a rate increase 
of 4. 88% on all electric .bills rendered c;m Or after Ap~il 
JO, 1973. This increase allows Domestic Electric Service, 
Inc. to recover only the increas~ in cost of purchased power 
to it (plus related gross receipts taxes) from its supplier, 
the City of Rocky Mount, which in turn received an increase 
from its supplier, Carolina Pow@r & Light company through a 
Settlement Agree~ent in Federal Paver commission Docket No. 
E-79(8. 

DOCKET NO. E-7, SUB I q5 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
ApPlication of Duke Power Company for 
Authority to Increase its Electri~ 
Rates and· Charges 

ORDER 

PLACE: 

DATE: 

BEFORE: 

APPEARANCES: 

commission Hearing Room, RUffin Building, 
Raleigh, North caro1ina 

November a-10, 14-17; Dece~ber 5-B, 12-1s 
18-20, 1972 

Chairman Marvin R. Wooten, Presiding; 
Commissioners John w. McDavitt, Hugh A. Wells, 
and Hiles H. Rhyne 

For the Applicant: 

Rilliam H. Grigg 
General Counsel 
Duke Power Company 
P. o. Box 21-78, .Charlotte, N. c. 

Steve c. Griffith, Jr. 
Duke Paver company 
P. o. Box 2178, Charlotte, N. c. 

Clarence w. Walker 
Kennedy, covington, Lobdell & Hickman 
1200 North Carolina National Bank Building 
Charlotte, N. c. 
Appearing for: D~ke Power company 

For the Protestants: 

Thomas R. Eller, Jr. 
Cansler, Lockhart & Eller, P. A. 
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1010 North Carolina National Bank Building 
Charlotte, N. e. 
Appearing for: 

71 

N. c. Textile Manufa~turers A,ssociation, Inc. 

Claude V. Jones 
City Attorney 
Central Carolina eank Building 
Durham, N. c. 
Appearing for: The City of Durham 

James c. Little and 
David H. Permar 
Hatch, Little, Bunn, Jones & Few 
327 Hillsborough Street 
Raleigh, N. c. 
Appearing for: -N. c. Oil Jobbers Association, 

Joseph L. Berry and Robert Arey 

Robert B. Byrd 
Byrd, Byrd, Ervin & Blanton 
Box 832, Morganton, N. c. 
Appearing for: Gr~at Lakes Carbon corporation 

Morganton, N. c. 

E. K. Powe 
Powe, Porter & Alphin, P. A. 
P. o. Box 3843, Durham, N. c. 
Appearing for: Duke University 

Houston v. Blair 
3403 Ogburn court 
Durham, N., c. 27105 
Appearing for Himself. 

Thomas J. Rucker 
Attorney at Lav 
Legal Aid Society of Porsyth County 
300 Government Center 
Winston-Salem, N. c. 
Appearing for: Betty Majett 

For the Using and consuming Public: 

I. Beverly Lake, Jr. 
Assistant Attorney Genera~ 
Ruffin Building · 
Raleigh, N. C. 

Ruth G. Bell 
Assistant Attorney General 
Ruffin Building 
Raleigh, N. C. 
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For the Commission Staff: 

Edward B. Hipp 
Commission Attorney 
Ruffin Building 
Raleigh, N. c. 

Maurice w. Horne 
Assistant Commission Attorney 
Ruffin Building 
Raleigh, N. c. 
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CHRONOLOGY OP EVENTS 

73 

BY THE COMMISSION. This proceeding was instituted on May 
31, 1972, with the filing by Duke Power company (hereinafter 
called "Duk e") of an Application for Authority to Increase 
its Electric Rates and Ch~rges for retail customers in North 
Carolina. The proposed rates would increase the bills for 
Residential Service from about 41 for low consumptions to 
about 101 for high consumpticns, and bills for GenP.ral 
Service would be increased in about the same range. Bills 
for Industrial Service would be increased from abouts, for 
low consumptions to about 171 for bigh consumption. 

Duke alleges that 
additional revenue on 

said increases would 
an annual basis fro■ 

result in 
its North 
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Carolina retail customers of $28,371,000; the Application 
contends that the proposed rate increase is necessary for 
Duke to earn a fair rate of r9turn on its investment, said 
return having deteriorated 3S a result of increased 
investment for environm9ntal protection and research, and 
increases in emb_edded plant costs and interest rates for the 
capital needed in DuKe•s construction program, 

By order of June 27, 1972, the Ccmmission, inter alia, 
declared the Application to be a general rate Cise, 
suspended the proposed ~ate increase applied for, and set 
the matter for investigation and hearing, requiring Duke to 
give nc;,tice of its Application. In th_e Order of June 27, 
1972, the Commission revis~d thg tgst period from the twelve 
month period ending February 29, 1972, to the twelve month 
period ending December 31, 1971. 

Motion for Modification cf Order of Suspension and 
Investigation was· filed with the Commission by Duke on July 
7, 1972, to change the test period from the twelve months 
endiiig December 31, (971, to the twelve months• petiod 
ending June 30, 1972. Ord~r amending the test period to 
June 30, 1972, was issued by the Commission on July 20, 
1972. 

Amendment No. to Duke• s 'Application, based on the 
revised test period, was filed witb the commission on August 
8, 1972. The amended application seeks to produce 
additional revenue of $29,376,000 on North Carolina retail 
operations. 

Amendment No. 2 to the Application, projected data for the 
calendar year (973, and a study cf the Changed Economic 
Climate on the Earnings and Pricing Policy of All Electric 
Utilities were filed with the Ccmmission on September I, 
1972. 

Notice of Intervention was filed by Robert Morgan, 
Attorney General for the state of North Carolina, for and on 
behalf of tl;i.e using and consuming public. The Notice of 
Intervention was recognized by Ccmmission Order on September 
s, 1972. 

Applications for Leave to Intervene and Protest were filed 
by the city of Durham; Robert J. · Arey of Shelby; North 
Carolina Oil Jobbers Association, (sometimes hereinafter 
referred to as "Oil Jobbers"); Joe L. Berry of Greensboro; 
the North Carolina Textils Manufacturers Assoclation 
(sometimes hereinafter referred to as "Manufacturers") i 
Houston v. Blair, Durham: and Great Lakes carbon 
corporation, Morganton: all of which interventions were 
allowed by the Commission. The Commission, in Executive 
Session on November 8, 1972, reccgnized the Interventicn of 
the city of Haunt Airy. 

Motion of the North Carolina Textile Manufacturers 
Association, Inc., seeking a separate hearing on the issues 
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of rate classifications and ratg design was filed vith the 
Commission on September 8, 1972. Answer vas filed by Duke 
and reply filed by Manufacturers. Order was issued by the 
Commission setting Oral Argument on the Motion. 

oral argument on the Motion seeking a separate hearing on 
the issues of rate classification and rate design was heard 
by the Commission on October 5, 1972. Order Denying the 
Motion vas issued by the Commission on October 18, 1972. 
said Order also ordered Duke to offer into evidence cost-of
service studies. 

Public hearing was held in the commission Hearing Room, 
Buffin Building, Raleigh, North Carolina, in tvo parts. The 
·first section of the hearing began en November a, 1972, and 
extended through seven hearing days. The second part of the 
hearing began on December 5, 1972, and extended through 
eleven hearing days, ending en December 20, 1972. ccunsel 
for all parties appeared as shown above. 

On December 6, f972, Duke filed vith the commission an 
Undertaking to place the suspended rate increases into 
effect on service rendered on and after January I, 1973, 
pursuant to the provisions of G. s. 62-(35. By order of 
December 13, 1972, the commission approved said Undertaking 
and required, inte~ ~!i~ th~t notice of the increase be 
published in general circulation newspapers in the affected 
service area and be posted and available by ·mail on request, 
and issued in a general news release. 

At the close of all the evid~nce, the protestant, Great 
Lakes, entered motions to dismiss the Application; that the 
testimony of Professor Spann be considered only as to 
whether or not the rates proposed by Duke are just and 
teasonable; and that the Commission consider the Application 
without attempting to impose a rate design of its own. The 
motions were taken under advisement. 

Also at the close of the hearing, nuke University moved to 
dismiss from the proceeding all matters except the rate 
schedules proposed by Duke. The motion vas taken under 
advisement. 

The City of Durham moved to dismiss the proceeding. The 
motion was taken under advisement. 

The Textile Manufacturers moved for involuntary dismissal 
of the proceeding. The motion was taken under advisement. 

The parties 
briefs 30 days 
transcript. 

Duke offered 
follows: Carl 

requested and were granted leave to file 
after the mailing of the last volume of the 

WITNESSES 

testimony 
Horn, Jr., 

and exhibits of witnesses 
President of Duke, on 

as 
the 
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financial and other operations of Duke; Robert L. Noddin, 
onion service corporation, Nev Yc~k City, as to the earnings 
required of Duke by investors in its securities; William G. 
Stott, William Stott Associates, as ~o the present financial 
condition and future prosp~-cts of Duke, and rate at return; 
Robert E. Frazer, Vice President of Duke for Finance, as to 
Duke•s financing of construction through sales of securities 
and the coverage requirements of Duke's securities; William 
R. Stimart, Treasurer of Duke, as to Duke accounting 
methods; John B. Gillett, Whitman, Beguardt & Associates, 
Baltimore, as to the trending of original cost of electric 
utility property; c. E.·Poovey, Manager of Forecasting and 
Budgets , of Duke, as to msthcds of forecasting sales among 
various classes of customers; Austin c •. Thies, Senior Vice 
President, Production and Transmission for Duke, as to 
.Duke• s budgeting methods and increased production costs; 
Douglas W. Booth, senior Vice President, Retail OFerations 
for Duke, as to Duke's budget, load factor, and the rate of 
return between various customer classes; Edwin Vennard, 
Consultant, as to changing economic conditions and their 
effect on rising incremental• costs, and factors to be 
considered in rate design; ·Glen A. Coan, Vice President 
Rates for Duke, as to rate structure and the design of 
rates; George s. Fuller, Independent consultant, as •to 
electric utility operations and cost of service. 

The Attorney General offered testimony and exhibits of 
witnesses as follows: David F. Crotts, Research Analyst for 
the Anti-Trust and Utilities Division of.the North Carolina 
Attorney General's Office, as to the relationship of Mrs. 
Betty Majett•s electric usage to the average usage of all 
customers ·under the same schedule; Paul Fahey, Procurement 
consultant, as to Duke's coal buying practices and coal 
costs; Dr. Charles E. Olson, Associate Professor in Public 
Utilities and Transportation, University of Maryland, as to 
the fair rate of return required by Duke and the. rate 
structure proposed. 

Public witnesses appeared and testified as follows: Mrs~ 
Dan Drummond of Winston-Salem, a residential customer of 
Duke, presented a statement protesting the rate increase; 
Jeff Guller, City Attorney of Bessemer City, testified as to 
the effect of the proposed rate increase on the town, and on 
the effect of the removal of certain of the town's water 
treatment facilities from 11 closed11 schedules: Robert E. 
Leak, of the Board of Industrial and Tourist and Community 
Resources, N. c. Department cf Natural and Economic 
Resources, presented a statement as to the effects of the 
proposed increase on the competitive status of North 
Carolina in attracting business and industryi William Kirby, 
Durham, North Carolina,·presented a statement in protest to 
the proposed rate increase; rir. Joseph H. Wishon, 
Superintendent of the Board of Education of Hickory City 
Schools, presented a statement in protest to the proposed 
rate increase. 
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William E. Cage, Associate Professor of Economics, Wake 
Forest University, appeared for the protestant Betty Hajett, 
and testified, in:tg~ ali~, to Duke's alleged need for 
additional revenue, and the FOssible consequences of 
granting Duke higher rates. 

The N. c. Textil~ 11·anufacturers Association presented 
witnesses as follqvs: Thomas N. Ingram, Executive Vice 
President and Treasurer, TeXtile Manufacturer~ Association, 
in protest to the increase in rates to textile mills; Jerry 
Roberts, secretary, Textile Manufacturers Association, as to 
the effect of the proposed increase on member industries; 
Arther B. Capper, Collins & Aikman corporation, as to the 
effect of the increase on his ccmpany; R. c. Reinhardt, Jr., 
Vice President, Beaunit corporation, as to the effect of the 
increase on his company; J. L. Thompson, Jr., Secretary
Assistant Treasurer of Carolina Hills, Inc., Maiden, as to 
the effect of the increase on his company; Richard w. Lees~ 
Manager of Manufacturing operations, .Ingetson-Rand company, 
as to the effect of the increase on his company; Oliver R. 
Cross, Treasurer, Cross Cotton Hills, Marion, as to the 
effect of the increase on his company; Edmund R. Gant, Vice 
President, Glen Raven Hills, Inc., to the effect of the 
incre~se on his company; David R. LaFar, Vice President and 
General Manager, Harden Manufacturing Company, Gaston 
County, as to the effect of the increase on his company; w. 
A. Stevens, Hanager of Costs, Cannon ~ills, Kannapolis, as 
to the effect of the increase on his company; Harold P. 
Hornaday, Executive Vice President, cannon Hills, as to the 
effect of the increase on bis company; and R. c. 
Schoonmaker, Assistant Treasurer, Stowe Mills, Inc., and 
Pharr Yarns, In9., McAdenville, as to the effect of the 
increase on his companies. 

Commission staff offered the testimony and exhibits of 
witnesses as follows: William E. carter, Senior staff 
Accountant, as to the staff audit of Duke's hooks and the 
audit report and exhibits contained therein; Professor 
Robert H. Spann, Assistant Professor of Economics at 
Virginia Polytechnic Institute and State University, as to 
the application of economic theory to electrical rate 
making« his examination of Duke's proposed rates, and the 
justification of the staff's rate design; Allen L. Clapp, 
Staff Engineer, as to the manner of execution of Duke's f97f 
Cost of service study and recommendations for changes; 
William J. Willis, Jr., Commission Staff senior Electrical 
Engineer, on adjustments made to Duke's annualization sttidy 
of revenues and operation and maintenance expenses; and 
George H. Duckwall, Staff Engineer, as to the jurisdictional 
allocation of Duke's electrical operations. 
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EVIDEHCB 

FAIR VALUE OP PLANT IN SERVICE 

Background 

G. s. 62-133 provides that the Commission shall ascertain 
the fair value 'of plant in servic~ at the end of the test 
period, considering original cost, replacement costs, any 
other factors relevant to the present fair value of the 
property, and following the determination of fair value, fix 
a rate of return on the ,fair value as will enable the 
utility by sound management to prod9ce a fair profit (to 
Duke's stockholders),. considering changing economic 
conditions and other factors as they exist; to maintain its 
facilities and service in accordance with the reasonable 
requirements of its customers in the territory covered by 
its franchise; and to compete in the market for capital 
funds ·on· terms reasonably fa·ir to its customers and to 
existing investors. 

DiscussiQ!l 

Before entering upon a discussion of the fair value of 
Duke's properties, it is incumbent upon the commission to 
consider, in!~ slis, the replacement cost of Duke's 
property, inasmuch as the Company offered testimony 
regarding replacement cost. G. s. 62-P3 (b) (I) provides, 
in part, that replacement cost may be determined by trending 
~sble depreciated cost to current cost levels, or by 
any other ~easonable method. The Commissi.cn interprets G. 
s. 62-t 33 (b) (I) to mean that "replacement cost" (or 
"reproduction cost new") envisions the reconstruction of 
utility plant in accordance with modern design and 
techniques and with the most up-to-date changes in the state 
of the art in power supply and distribution. on the other 
hclnd, 11 reproduction cost~" (or trended original cost as 
presented by Duke Witness Gillett) is founded upon the 
premise that, if destroyed, the plant would be rebuilt with 
inefficiencies and outmoded obsolete design included. 
consequently, replacement cost envisions a higher level of 
evidence than that of reproduction costs alone. 
Accordingly, if ·the "replacement cost" study of Duke in this 
proceeding is to be accepted, it must be based upon 
reason~ble methodology in order to be compelling and 
sufficient evidence of replacement cost. Therefore, while 
the trending of plant on .a 11 brick-for-brick11 basis offers 
some evidence of replacement cost, the various major plant 
accounts must be considered individually in terms of 
advancements in the art and vbether much more efficiently 
and economically designed plant would be constructed today 
instead of plant designed and installed up to 30 or more 
years earlier. The value of replacement cost is also 
influenced by the condition of the plant as judged from an 
adequacy of service standpoint. In this case, adequacy of 
service was not an issue and hence no deductions were made 
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iµ the findings of replacem3nt costs for reasons of 
inadequate service. 

(i) Original cost 

Evidens;;g 

The first factor prescribed by the Statute in determining 
fair value, original cost [less dapreciation) of inVestment 
ill plant is not substantially disputed. there is no 
substantial dispute as to the retail allocations of that 
portion of the plant devoted to North Carolina retail 
service. The original cost gross plant in service, as 
computed by the Staff, vas found to be $1,223,445,451- The 
depreciation allowance was audited by the Commission Staff, 
and the depreciation rates used do not require adjustments. 
Depr~ciation reserve allocated to North Carolina retail 
business amounted to $352,253,499, contributions in aid of 
construction amounted to $6,185,827, resulting in a net 
electrical plant in service of $865,006,125 (not including 
an allowance for working capital of $62,416,389). (Carter 
Schedule I) 

(ii) Replacement cost 

Evidence 

company Witness Gillett offered no evidence on t.he 
replacement value of the plant based on the utilization of 
modern designed, engineered, and constructed plant_. Instead 
Kr. Gillett determined a trended original cost to the June 
30, 1972 price level of Duk~•s total utility plant in 
service at June 30, 1972 of $2,756,200,000. Mr. Gillett 
estimated the accrued depreciation applicable to the trended 
original cost at $835,500,000, yielding a trended original 
cost, less depreciation, of electric plant in service at 
June 30, (972, of $1,920,700,000. 

OPERATING COSTS 

(i) The Effect of the Oconee Nuclear Units on Duke•s 
operations 

Ba£!..Q!.QJ!!!g 

In its Order in Docket No. E-7, Sut 128, in regard to the 
prospect of savings in generation costs resulting from 
operations of the Oconee Nuclear station, the Commission 
concluded "that once the Nuclear station is operating at 
full load factor (expected in late 1973), considerable 
savings in pe7 unit generation costs should occur ••• " 
Accordingly, in a letter dated October 9, 1972, the 
Commission requested Duke to develop hypothetiqal financial 
models for 1973 assuming va~ious specified operational 
details for the Oconee Nucl~ar Units. These hypothetical 
financial models were requestsd in order that the commission 
might consider any possible savings in generation costs 
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resulting from the planned early operations of the Oconee 
Nuclear Units. 

!!id~nQg 

Duke Witness Fra2er testified that, based on Commission 
staff postulated assumptions for determining the possible 
savings derivable from operations of the Oconee Nuclear 
Units, a hypothetical fina~cial model was developed by Duke 
to show the effect of varying oparations of Oconee Units I 
and II for the year 1973. 

As shown in Staff Exhi"bit 12, the model demonstrated the 
percent retlirn on common equity (N.C. R·etail Rate Base) for 
different operations of the nuclear units as follows: 

A~mI?tig!L§ 

Oconee not in service - !973 
Oconee in service 60% load 

factor - 1973 
Oconee in service·90% load 

factor - 1973 

Bgfore Proposed After Proposed 
___ Increase _____ Increase __ 

6.26~ 

6.49% 

7.36% 

I I. 34% 

10.01% 

I I. 69% 

Mr. Frazer. stressed the point that the Oconee Plant is 
coming on line at a cost of $127 per KW compared to Duke's 
system average gross ·cost of $f 07 per KW (depreciated 
average net cost of $70 to $75· per KW). (Note: Duke's 
Belews Creek fossil plant scheduled for 1974-75 operation is 
estimated to cost $137 per KW.) 

Duke Witness Thies testified substantially that the actual 
present plant operation schedule anticipates that Oconee 
Units I and II will . be operational by June I, 1973, and 
September I, 1973, respecti1ely. Units I and II are 
expected to operate at 841 megawatts for approximately 30 
days after each goes commercial, and then increase to 886 
megawatts on each unit. n load factor of about 60 percent 
is optimistically expected for the remainder of operating 
time in 1973, if the units perform well. No utility has yet 
been atle to achieve a load factor this high during the 
initial operation of a nuclear unit; however, it is 
theoretically possible to do this well. The cost of Oconee 
has risen considerably since it v·:1.s originally authorized by 
Duke. The combination of construction delays and higher 
original cost of the plant its~lf has offset much of the 
savings that were an·ticipated from lower fuel costs. If 
Duke had -installed fossil instead of nuclear at Oconee, it 
would haVe experienced the sam~ problems, but worse. If 
Duke bad made a decision to put in a fossil plant instead of 
a nuclear plant, it would have resulted in a higher cost of 
electricity from the fossil plant because of the increasing 
original costs of fossil fuel plants plus the higher energy 
costs. Oconee Units I and II were originally scheduled to 
become operational in the spring of 1971 ana f972, 
respectively. 
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(iii Puel Prices 

~ ac~Q.B.!Hl 

The cost of fuel for electrical power generation vas a 
major factor in the preceding Duke rate case (Docket E-7, 

· sub !28). In its Order in, that Docket, the commission found 
45.67 cents per million BTU to be a reasonable burned fuel 
cost to nuke to be used in ccmputing its probable future 
operating expenses, based on t~st year fuel costs, staff and 
company predictions, and then current cost trends. 

Further, t-he Commission coricluded that it would be in the 
public interest for Duke to pursue a course of action 
designed to investigate the effects of the use of various 
types of more competitive purchasing practices, and the 
requirement of performance bonds or other assurance of 
delivery or replacement. Accordin9ly, Duke vas ordered to 
investigate the application of more competitive bidding·to 
its fuel purchasing and the requi.rements of performance 
bond's or other assurance of deli very or replacement in its 
coal contracts, and to report the results of the 
investigi:i.tion to the commission. The Report on the 
Competitive Bidding Investigation was subsequently filed 
with the ccmmission by Duke on May 31, 1972. 

Eviden_g.§! 

Mr. Paul Fahey, a ·coal procurement consultant for the 
Attorney General, testified substantially as follows: The 
costs of coal experienced by Duke in the past year are lower 
than the 48.87 cents per million BTU predicted by Duke and 
also lover than the 45.25 cents per million BTU predicted by 
Mr. Fahey. currently, Duke is getting very good coal prices 
for its nev purchases. This is due in part to the softness 
of the market and in part to the aggtessiveness of Duke•s 
coal procurement policies and practices. 

Duke did not really try compatitive bidding. Duke allowed 
different specifications on bids and then negotiated for 
contracts different .than the ones used fo~ invitations to 
bid. There is a doubt that competitive bidding would result 
in lower coal prices fot Duke at the present time and under 
current conditions. Duke woull have to reject all but the· 
lowest bids and refrain fro~ negotiating to convince the 
coal industry of its seriousness and to obtain favorable 
coal prices by competitive bidding. Duke 1 s coal purchase 
agreement with its subsidiary, Eastover Mining company, i~ 
more liberal in its terms than coal purchase agLeements 
between Duke and other mining companies. 

(iii) capacity Reserves 

Backgr.Q!!!l£. 

Capacity reserve is the ~enerating capacity a system 
maintains in addition to the capacity reguired to meet the 
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projected electrical peak demand lead. The system maintains 
this 11 excess11 capacity to (I) meet electrical demand loads 
that may exceed the projected peak demand load for the 
system and (2) accommodate any malfunctions of generating 
facilities within the system. The reserve of a system is 
!).Ormally expressed as a .percentage of operational capacity, 
in excess of capacity required to meet the projected peak 
load for normal weather conditions. The commission is 
conscious of the large variation in capacity reserve 
requirements purported to be necessary for adequate and 
reliable service by the three major electric sup.1:liers 
within its jurisdiction. These variations in desired 
reserve levels are disturbing due to the close proximity and 
similarities of these three suppliers, and are pertinent to 
the matters considered herein because of the tremendous 
impact upon the ratepayer of any overbuilding or 
und~rbuilding of plant. 

This commission takes notic3 of evidence in other dockets 
indicating that Carolina Power and Light company supports 
the reasonableness of an 18 to 20 percent reserve level, and 
that Virginia Electric and Power Company supports the 
reasonableness of a 15 to 18 p:!rcent .reserve level. 

Duke President Carl Horn testified that Duke's capacity 
reserves reached abnormally low levels, partially as a 
result of the company's decision to join the CARVA Pool (an 
attempt to reduce reserve requirements by sharing reserves 
vith neighboring systems) and partially as a result of the 
unanticipated sudden incr9ase of the peak demand growth 
rate. He added that the CARVA Pool has been dissolved and 
that Duke is in a program of building up to at least a 25 
percent reserve level, the lev~l that it deems most prudent. 
Duke Witness Thies supported Duke's desired reserve level by 
stating that an adequate reserve should be in the 
neighborhood of 25 percent or more. Hr. Thies explained 
that Duke now states its reserves as a percentage of a 
forecast of peak demand for th~ !2~! E.!Ql@hl§ or average 
weather instead of basing its reserve on a forecast of peak 
for the most adverse weatlier as it had done in ·the past~ 
Mr. Thies stated that Duke changed its method of reporting 
reServes to match what is more ccmmonly done by neighboring 
sy"stems. 

Duke witness Frazer testified that Duke will be spending 
over $2.3 billion for· plant f3cilities in the next five 
years (1973-1977), nearly doubling its present investment. 
Hr. Frazer added that this is the level of expenditures that 
Duke deems appropriate to meet customer needs based upon 
forecasts of customer usage. 
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(iv) Increasing Costs 

The fact that Duke has changed from• a decreasing cost 
industry to an increasing ~ost industry was not at direct 
issue in this case. All ~itnasses who addressed this 
subject agreed that Duke now faced increasing costs of 
supplying nev service, resulting in an attriticn of e.arnings 
as service expanded. This has not alvays been the case. 
After world War II and prior to 1968 Duke Power Company 
experienced an era of decreasing costs, incremental demand 
cost, or cost per KW of new plant. decreasing because of 
technological advances and increased economies of scale. 
Increasing customer demand, spurred by promotional rates and 
advertising enabled Duke to add nav lower cost generating 
capacity. As a result, the incremental cost of plant sank 
below the embedded or historical cost. During this period, 
Duke's financial posttion remained Stable while the annual 
inflation rate averaged about 3%. 

Hr. Vennard stated that the reason for the stability prior 
to f968 was that the incremental cost per kilowatt, i.e., 
the unit cost of new plants, was less than the average 
embedded cost. During the years 1968 and 1969 a change in 
the economic climate occurred, which caused an upward trend 
in incremental costs. This trend has continued until the 
present and is expected to continue well into the future .. 
Incremental cost per kilova tt is now above the average 
embedded cost and will continua so through (976 .. Onit 
investment cost will rise each year through 1976.. This is 
the most important factor affecting costs, as some 60% of 
gross revenue iS required to pay fixed charges on 
investment. This means earnings of the utility each year 
will probably be less than the previous year. 

Hr. Horn testified that Duke's revenue attrition problem 
is a result of the increasing cost of r.ew plants and 
equipment required to serve Duke's growing demand. The 
magnitude of the climb in -incremental cost brought out in 
"r .. Horn•s testimony was illustrated by the following: 

11 The Marshall Steam Station, completed in 1970 at a cost 
of $97.00 per kilovatt ••• set a national record for economy 
for that type of plant. The Belews creek Station, 
scheduled for completion in (975, is projected to cost 
$137.00 per kilowatt, although it has approximately the 
same electrical capacity in two units as the Marshall 
Station with its four units. The Oconee Nuclear Station 
is projected to cost $!72.00 per kilowatt when it is 
completed in (974 .. The McGuire Nuclear Station, scheduled 
for completion in 1977, with almost as much electrical 
capacity in its two units as the Oconee station bas in 
three units, is projected to cost $214.00 per kilowatt. 
The recently authorized Catawla Nuclear Staticn will be a 
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McGuire Station. It is scheduled for 
1980 at a projected cost of $273.00 per 

FAIR RATE OP RETURN 

Ba~g~nd 

As provided by G.S. 62-133 (b) (ij), the North Carolina 
Utilities commission is charged by law to "fix such rcite of 
return on the fair yalue of the yr~rll as will enable the 
£Ublic utility b~ sound mana9ement tc &educe a fair Brofit 
for its stoch_holgers·, ••• and to compete in the market for 
C§pital funds on terms which are reasonable and which are 
fair to its customers and to its existing investors." 
(emphasis added) 

The expert witnesses testifying on accounting procedures, 
rate of return, and finances of Duke Power Company have 
expressed differences of opinion as to a fair rate of return 
necessary to provide a. fair profit for stockholders under 
this requirements. 

Miill£~ 

Mr. William stimart, Treasurer of Duke Power company, 
offered testimony and exhibits Concerning rates cf return on 
plant and common equity for the test period and projected 
rates of return foe 1973. His testimony was substantially 
as follows: For test period o~erations after proforma 
adjustments and allocation to North Carolina jurisdictional 
operations, the original cost net investment is 
$930,852,000, which with a net op~rating income for return 
of $62,149,000, results in a rate of return of 6.68% under 
present rates. A·return of 7._34;1i; on book common equity was 
found at the end of the test period using present revenues •. 
After allowing for the proposed increase, the return on 
original cost net investm'3nt rise·s to 8. I qi while the return 
on book common equity becomes (2.05%. The rates cf return 
on book common equity are based on the company's adjusted 
original cost net investment allocated in proportion to the 
company's total capitalization ratios as of June 30, 1972. 

Mr. stimart further testifiEd as follows: 

Projected 1973 · North Catalina ju-risdictiohal operations 
under present rates would produce a rate of return on 
original cost net investment of 6.62%, obtained by relating 
a projected net operating income for return of $74,513,000 
to an original cost net investment of $1,125,537,000. Under 
the proposed rates the projacted return on original cost net 
investment would increase to 8.04j. The original cost 
investments referred hereinabove include an allowance for 
working capital. (TranScript Vol. V, pp. 200-205). The 
rate of return on book c~mmon equity for the projected year 
1973 would be 6.92% under present rates and under proposed 
rates would be I 1-61%•. These rates of return are based on a 
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projected average original cost net investment for 1973 
allocated in proportion to the company's expected average 
capitalization ratio for 1973. The major components of the 
1•973 projections such as the income statement, electric 
plant, capitalization, daferred taxes, and inventories are 
the direct product of Duke's budget system. Certain items 
on the p~Ojected balance she ~t such as other miscellaneous 
property,, accounts receivable, prepayments, and current 
liabilities were separately estimated. Mr. Stimart in his 
filed testimony asserts that D~k~•s tudgeted revenues and 
expenses have in the past generally approximated the actual 
results for such years. He further states in his filed 
testimony that the major difference in the methodology used 
in preparing the data used in the historic test period 
(Stimart Exhibit f and stimart Exhibit 2) and the projected 
calendar year 1973 is that in the projected data an average 
rather than year-end rate base was used and that the net 
operating income had not been adjusted to reflect year-end 
conditions. 

Staff Witness William Carter presented testimcny on rates 
of return as follows: 

After accounting and pro forma adju·stments and allocation 
to North Carolina jurisdictional operations, the original 
cost investment is $927,422,514, which, with a net operating 
income for return of $62,305,SS·t, results in a rate of 
return of 6.72% under present rates. A return of 7.54% on 
book common equity was found at the end of the test _period 
using present revenues. After allowing for the proposed 
increase, the return on original cost investment rises to 
8.20% while the return on beak equity becomes 12.35%. 
Allowances for working capital are included in the original 
cost i,nvestment. (Transcrip.t Vol. XVIII, pp. 102-t04) 

The minor differences in the rate of return figures as 
presented ty Hr. Carter and Hr. stimart were results of the 
following: 

I) After analysis of DUk'3 1 s annualization adjustment, 
Hr. William J. Willis of the Coumission Staff increased the 
company's gross operating revenues by ll,838,000, energy 
related expenses by $1,015,000, and operation and 
maintenance expenses not related to energy by $192,000. 

2) As a result of the adjustment to Duke's annualization 
adjustment by Mr. Willis, gross receipts taxes were 
increased by $110,000, state income taxes were increased by 
$31,000 and Federal income taxes were increased by $235,000. 

3) Adjustment of $54,000 to wages, benefits, materials, 
etc., for donations and maintgnance expenses, less $27,000 
for Federal and State income taxes related tc these items, 
was made by the Staff. 

U) Different methods of j11risdictional allOcation used 
by the company and the Staff in allocating operating revenue 
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and plant investm9nt resulted in the Staff's 
operating revenue deductions being $18,000 more 
investmen.t being $635,000 more than Duke's 

deduct"ions 
f~gures for 
and plant 
comparable 
resulted 
supplies, 
different 

figures. An additional $!59,000 differencg 
in the working capital allowance for material and 
cash and minimum bank balances by using the 
jurisdictional allocation factors. 

5) In 
the Staff 
amount of 

determining the net operating income for return 
deducted interest on customer deposits in thg 
$106,612 while Duke did not deduct this item. 

6) In determining the allowance for working capital, the 
staff included average prepayments of ~265,000 and average 
customer deposits of $f ,792,000, neither of which Duke 
included. 

7) For average tax accruals, the staff used all taxes 
while Duke considered only Federal incom·e taxes. 

Mr. Frazer, offered testimony as follows concerning Duke's 
financial condition: Even though Duke received rate 
increases in t970, 1971,' and 1972, earnings per share of 
common stock have decreased from $2.05 in 1969 to $1.88 in 
June 1972. Correspondingly, the r~turn on common equity has 
decreased from 12.6% to 9.5%. The embedded cost of bonds 
and preferred stock has irtcreased from 5.26% to 6.46% and 
fixed charges coverage has decreasad from ,4., 19 to 2. 30 times 
during the same period. The market value of Duke's stock 
bas decreased from $41. 33 per share in 1967 to $21 .. 70 in 
June 1972.. The book Value of the Company's stock at June 
I 972 was ,$ I 9. 7 5 per share. If Duke reaches a point where it 
must sell stock below book value, its ability to finance 
will be in serious jeopardy. William Stott, Principal of 
William Stott Associates, provided testimony for Duke as 
follows: 

The electric industry had good years financially during 
the period 1945-1965 but since 1965 the demand for energy 
has caused plant expansion and expenditures to accelerate at 
a pace greater than earnings with the result that more and 
more of the funds to finance plant expansion have to come 
from external sources. Due to the sgueeze·on earnings since 
1965, the electric utility industry has used more debt than 
equity financing. Interest rates have been rising, causing 
the embedd.ed debt costs to rise, thereby decreasing the debt 
coverage ratios and l:owering the return on equity. Duke's 
earnings per share would increase to $2.38 in 1973 if all 
rate increases Duke has reguest~d from NCUC, the South 
Carolina commission, and the FPC were granted. This level 
cf earnings would be only 33¢ per share above the !969 level 
or about 3-f /2% per y:!ar, which "will not excite the 
investment community in view of Duke's continuing need for 
funds." A rate of return on common equity of 13.0% to t[J.0% 
is necessary to maintain an .electric utility in financial 
health in the present environment .. The capital structure 
?oes have a bearing on the fair rate of return and Duke's 
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(approximately 33%) justifies a 
l~I for an overall fair rate of 

Duke Witness Noddin testified substantia·llY as follows: 

Union Service corporation is interested in long-term 
investments - common stocks whose earnings per share will 
grow faster than the economy as a whole and where the ccmmon 
stocks will rise in price over a period of time. The 40 
largest investment companies have reduced their utility 
stock ho,ldings as a percent of ·their tdtal stock holdings 
from I 6. I% in I 962 to 7 .5% at the end of I 97 I. Thi.S decline 
is attributed to investor's decision that the earnings 
growth of utility stocks was going to slow down. 

Duke's financial conditicn as measured by earnings per 
share and price earnings ratios is not as good as Moody's 24 
electric utilities or the ten electric utilities located in 
the south Atlantic and included in Moody's 24 electric 
utilities. Duke's ratio of year-end stock prices to book 
value.has declined faster in 1970 and 1971 than the average 
of the 24 Moody's electrics. Duke's rate of growth in 
earnings per share should be 8l per year. An 81 growth rate 
for the ~eriod (967-1971, assuming a dividend payment of 
65%, would have produced equity earnings of (2.5% for 1971 
rather than 9.6% as actually experienced. A 12.5% return on 
common equity is not adequate today - the spread between the 
interest rate on bonds and the return on ccmmon equity 
should be between 6 and 8 points. To maintain this spread 
today with bonds selling to yield 7-1/2%, the rate of return 
on common equity should be in the 13.5% to 15.5% range. 

Dr. Olson, witness for the Attorney General, testified· 
substantially as follows concerning rates of return: 

The cost of common equity capital to Duke Power is between 
(0.4% and 11-4%. This is obtained by adding the dividend 
yield of 6.1%, the investor expectations as to growth of 
between 3% and 4%, the financing costs of .2% and the market 

-to book equity ratio adjustment factor of 1.1%. The overall 
cost of capital to Duke P~ver company is between 7.81% and 
8. f 2%, based on the capital s_tructure at June 30, 1972, with 
the embedded cost of long-term debt at 6.62%, the expected 
cost for (973, the embsdded cost of 7.(8% for preferred 
stock at June 30, 1972, and a rate of return on eguity of 
10.q% to If .4%. The fair rate of return to Duke lies 
between 7.80% and 8.15% on its capitalization at June 30, 
(972. A rate of return in this range will be fair to Duke's 
customers and allow it to attract capital on reasonable 
terms. The proposed fair rate of return does not include 
any element for attrition. The rate of return must be 
earned if Duke is to continu3 to attract capital on 
reasonable terms. Duke will experience earnings attrition 
unless its rate structure is changed. 
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A major issue in this case is the matter of allocating the 
overall revenue requirements found to be necessary, fair, 
and reasonable to nuke's custcmers; or, in· other words, how 
a rate design should be structured so as to be as fair and 
equitable as to Duke's existing a.nd potential customers. 

Backgrcund 

These proceedings were called by th~ Commission under G.S. 
62-133 as a general rate case. since all of Duke's North 
Carolina jurisdictional rate schedules were under 
investigation, the Commission 1eemed it proper, according to 
G. s. 62-137, to consider the matter of rate design, in the 
same general rate case in which the overall increase in 
revenues was requested under G. s. 62-133, instead of having 
a separate complaint prcceeding on the method of collecting 
any increase in revenues that might te granted. That it is 
within· the province of the Coinmission to determine whether a 
matter is to be heard in the context of a general rate case 
or a complaint Proceeding was determined by the N. c. 
Supreme Court in Stat~ v. Carolinas Committee for Industrial 
Power Bates, etc., 257 N.C. 560, 126 S.E. (2d) 325 (1962). 

The fact that Duke has not scught, on its own motion, to 
change its Casie rate structure appreciably in this 
proceeding does no.t relieve the commission from the 
responsibility of ~xamining or changing Duke's rate 
struc~ure if deemed necessary. The Commission bas both the 
authority and the luty to make such changes in rate 
structur~ as are necessary to correct or prevent undue 
discrimination or other debilitative conditi~ns. This 
pos!.tion is supported by G. s. 62-130 (d) •which states that 
the Commission may revise rates previously fixed 11 ••• as 
often as circumstances may require ••• 11 The fact that Duke~s 
rate designs have been previously approved by • this 
commission does not prohibit changing those rate designs and 
relationships in light of new ana superior evidence. The 
N.C. Supreme Court decided that rates fixed by other of the 
Commission are to be. considered just and reasonable 
11 ••• unless and until they shall be charged (sic) or modified 
on ai:peal, or the further ·action of the Commission 
it~,!f ••• 11 (emphasis added) <In :rg Petit!QB !.Q!: I~~ .Q.f 
street car Fares in the city of Charlotte, the Southern 
Public Utilities Com;eany 179 N.C. 151 {1919). 

The scope of the Commission's authority to make its own 
decision in the setting of rates is further defined by the 
decision in utilities commis~ion v. Lee TeleEhone comBany, 
263 N.C. 702, which states that 11 ••• upon a petition for 
increase in rates the commission is not required to accept 
the proposed rates or to reject them all together." The 
provisions of G.S. 62-133 are that 11 the Commission shall fix 
such rates as shall be fair both to the public utility and 
to the consumer. 11 As to what is fair to the public utility, 
paragraph 5 of subsection (b) states that the Commission 
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shall, 11 Fix such rates to be charged by the public utility 
as vill earn in addition to reasonable operating expenses 
ascertained in paragraph (3) of this subsection the rate of 
return fixed pursuant to,paragraph (4) on the fair value of 
the public utility's property ascertained pursuant to 
paragraph (1) • 11 The standard of fairness to the consumer is 
set forth in G. s. 62-140. Paragraph (a) states that 11 No 
public utility shall, as to rates or services, make or grant 
any unreasonable preference or advantage to any perscn or 
subject any person to any unreasonable prejudice or 
disadvantage. No public utility shall establish or maintain 
any unreasonable difference as to rates or services either 
as between localities or as between classes cf services. 
The commission may determine any questions of fact arising 
under this section. 11 With respect to the question of 
discrimination and undue discrimination, the courts and 
utility economists are in general agreement. Kahn defines 
rate discrimination as 11charging different purchasers prices 
that differ by varying proportions from the respective 
marginal costs of serving them." (Alfred E. Kahn, :rhe 
Economics of Regylation: Princil,les and Institutions, Vol. 
l, .John 'iililey & Sons, Inc., 1970, New York, p. 123) 

Lake, .in his book on utility discrimination states: 

11 If a rate to a class of patrons is not sufficient to 
cover the separable costs of serving them, either the 
utility investor must absorb the loss or other 
patrons will have to pay a higher rate than they 
would pay if the favorei group were not served at 
all, and the greater the volume of the favor traffic 
the great~r is the lo~s. Either alternative, unless 
the amount if insignificant, ·is an injury to the 
other patrons, since a long continued, substantial 
reduction in the invest~r•s tncome will result in 
poorer service. For this reason, it would be 
generally agteed that every expense which can be 
attributed entirely to the service of a single class 
of patrons should be borne by that class alone unless 
reasons of th13 most urgent nature for passing it on 
to others or to the investor are proved. 11 (I. Beverly 
Lake, Discrimination by Railroads and Other Public 
2.:t11it!,,g§, Edwards & Br~ughton, Raleigh, N.C., 19!J7, 
p. 174) 

Bonbright concurred, and addressed the practice of rate 
discrimination: 

11 As a wise, practical rule, rate differentials should 
not often be permitted unless they can te expected to 
result in lower rates even for those consumers who 
are discriminated against ••• will make some 
contribution to total revenue requirements over and 
above incremental cost •••• 

Permission to discriminate ••• should seldom be granted 
in the absence of good evidence that -the favored 
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rates will cover, not just thos~ short-run 
incremental costs.~., but rather those 'lcng-run• 
incremental costs (including incremental capital 
costs) which .can be expected to persist for• the 
indefinite future. Otherwise, there arises the 
danger ••• that the favored consumers will secure a 
kind of .vested interest in the maintenance of their 
preferential rate relationships even after the 
economic excuse for this preference has ceased to be 
valid." (BOnbr"ight, Princi.2les of Public Utilill 
iates, Columbia University Press, New YOrk, 1961, 
pages 383,384) 

In addition to the criteria estatl ished in paragraph (bl 
of G. s. 62-133, paragraph (d) empowers the commission 
11 ••• consider all other material facts of record that will 
enable it to determine what are reasonable and just rates." 
cost of service is a major factor •in determining the 
reasona~leness of rates and the existence of discrimination 
in rates. (See State Ex R~l Utilities Commission v. Nella 
1- '.J::g~i;: ~Qfil!Hl~Y, 266 N. c •. 36,6) 

It is incumbent upon the Commission to consider changing 
economic climates and/or other factors which affect the 
economic well-being of a utility ana. its ratepayers, and 
indeed it is the duty of the Commission to seek evidence to 
support the validity of existing rateS or the necessity for 
change. Having determine·d the revenues which are just, 
reasonable, and necessary, the Commission must then examine 
the rates which are to produce those revenues with respect 
to the atility of the rat3 structures to recover the 
necessary revenues, the.relationship of the rates to the 
costs of service, discrimination, and other. such factors as 
may be necessary to determine that the rates which, are set 
in this proceeding are just and r~asonable. 

(i) Cost of service 

Duke's Cost of Service Study has beco~e of significant 
importance in the matter of setting just and reasonable 
rates. For this reason, a considerable amount of the 
Hearing was consumed in the discussion of the cost of 
service study and its appropriateness for use in setting 
rates. 

There are two types of cost of service studies under 
consideration in this case. The first is the allocation of 
rate base and expenses between wholesale and retail and 
State jurisdj,_g:fiQ!l.§• This is r-eferred to as the "Allocation 
StyQy. 11 It is the allocation study which forms-the tasis 
for determining the overall r~venues required from North 
Carolina Retai~ Service. 

The Cost of Ser.vice Stud1 is a collection of methods of 
allocating Duke's rate base and expenses to the ~ndivig~~! 
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£la§~es of §g;tVi£.§. so that the cost~ of providing service to 
eaCh class of service may ·be determined. Appropriate use 
may be made of this data in examination of the rate of 
return earned by the different classes of service and in the 
design of rates to ensure that revenues are recovered in an 
equitable manner. 

North Carolina Utilities use the National Association of 
· Regulatory Utility Commissioners (NARUC) Un~form system of 

Accounts to record e_xpense and rate base items. NARUC 
uniform accounts are customer related, demand related, Or 
energy related. customer acco~nts reflect customer related 
costs - that is, costs which are related to the number of 
customers and do not vary vi th the usage or the ·aemand which 
a· customer plaC'es on the system. These accounts are divided 
among the different classes of service on the basis of the 
number of customers receiVing the class of service. 

Other accounts, such as transmission. vary directly with 
demand and are allocated to th3 classes of service based 
upon the total demand impact which each class of service has 
on the system. Many of the accounts, such as distribution, 
vary with both demand and the number of customers. In order 
to properly allocate the custo11er related portion of the 
plant upon customer related factors. and the. ,demand related 
portion of the plant upon demand factors. these portions of 
the plant are separated so that they might b~ properly 
allocated. Energy related accounts are allocated to the 
vari'ous classes of service on the basis of energy .usage 
factors. 

All of these accounts. when totaled, give the customer 
demand and energy related expenses a net plant investment 
for each class of service, and may be used as input into 
rate design. The sum of the customer, demand. and energy 
related costs gives the rev~nUe deductions a plant 
inv~stment and allowance for w~rking capital which may be 
used with revenues to calculata the rate of return earned by 
each class of service. 

The issue of the impor.tanca and necessity of the Cost of 
Service Study was first raise1 in Docket E-7, sub 120, 
wherein Duke Power Company sought the approval of the 
commission to raise its rates and charges by first adding 
.06 cents to the price of each kilowatt-hour and then adding 
an overall, across-tbe-board 12% increase. Various 
intervenors ·objected to both the increases and the form of 
the increases. and requests were made for denial and 
dismissal of the proposed rate changes unless the changes 
could be based upon known costs of service. Duke had not. 
at that time. ever made a fully distributed cost of Service 
Study. but was preparing to do so. Petitions to Intervene 
and Protests were filed in Dccket E-7. Suh .120. by the North 
Carolina Textile Manufacturers Asscciation, Inc. and by the 
North Carolina oil Jobbers Association, wherein Textile 
Manufacturers Association and Oil Jobbers contended that: 
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11 Duke Power company's present rates ••• as they now exist 
hav9. not upon formal hearing5, investigation, and order 
been ~stablished and approved as fair, just, and 
reasonable on an over-all 1:-asis; that sai-d present rates, 
therefore, do not provi1e a just and reasonable base upon 
which to add a flat over-all percentage increas~ of any 
kind and th~ reasonable~ess and justness of Duke's present 
rates, as well as of the increases thereon proposed, 
should be established by the utility in these 
proceedings ••• 11 (Manufactur~rs Petition, page J, Docket 
E-7, Sub 120) (An almost identic;al statement appears on 
paqe 3 of the Oil Jobbers Petition to ,Intervene and 
Protest) 

Manufacturers and Oil Jotbers further pleaded that the 
cost of service should be the basis of rate design: 

"Both the rates sought to be increased and the proposed 
increases themselves are further arbitrary, unjust, and 
unreasonable and unlawfully discriminatory in that the 
same are not based upon either the total cost of the 
utility service nor upon the cost of serving the various 
customer classifications to which they are separately 
applicable; nor do such rates, and the flat increases 
sought therein, bear proper 1nd reasonable relationship to 
individual load charact3ristics, including demand factors, 
load f'actors, and volumgs of use, and the conditions and 
costs under which the.servic3 is rendered among and within 
the various custoIDer classifications. 11 (Manufacturers 
Petition, page 3, Docket E-7, Sul; 120) (Idcmtical 
statement on page· 4, Oil Jo1'bers Petition) 

In.its prayer, Manufacturers raquested: 

11That Duke Power Company be required to estal:lish the 
justness and reasonableness cf its present rat.es and 
customer classifications, together with the justnes_s and 
reasonableness of the increases, and of the 
classifications to which the. proposed rates· vould be 
applicable, in accordance with reasonable costs of 
service, both over-all and as among and within its 
customer classifications. 11 (Manufacturers Petition, fage 
5, Docket E~7, sub !20.) 

(A similar request was made in the Oil Jobbers Petition, 
stressing that 11 all-electric 11 rates should te in accordance 
with reasonable costs of service.) 

Upon consideration cf the record' and the Fleadings in 
Docket No. E-7, sub (20, incluiing the Petitions of Textile 
Manufacturers, and Oil Jobbers, and the general scope of the 
investigation in that proceeding, and it appearing that the 
ultimate -resolution of tbg issues and questions of 
differentials in charges woull require accurate cost of 
service studies by Duke as to all differentials in rates for 
different classifications of custcmers and within such 
classifications of customers, the Commission entered its 
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Order For ruort on Cost of Sebili9 studies in Docket No• E-
7, sub '120, on September 28, t 970, requiring Duke to 
expedite the preparation of cost of service studies and file 
the underlying data and final studies with the commission. 

In Docket No. E-7, Sub 120, Duke had alleged that the 
price of fuel alone had risen enough to make it necessary to 
increase the fuel portion of the rate structure, and that 
other expense items had risen 3nough to make it necessa~y to 
apply the additional 12,r; across-the-bo·ard increas_e. 

Considerable argument was forwarded in the Brief on Eebalf 
of the North Carolina Textile Manufacturers Association, 
Inc., to the effect that the Ccmmission should not alter 
differentials between rate structures unless cost of serviCe 
studies were available and unless these studies indicated 
changes to be necessary. It was the •Hanufacturer•s 
contention that Duke's combination fuel clause - flat 
percentage increase was inconsistent and discriminatory. 
The Manufacturers supported tbe necessity for cost of 
service studies. 

The Brief of the North Carolina Oil 
su~ported the necessity for the cost of 
the relationship of rates to the cost of 

Jobbers Association. 
service Study and 
service. 

In its final Order the 
light of the guestions 
stated the following: 

commission considered the record in 
raised and ordering paragraph 2 

"The rates prescribed in this Ot:cler shall remain in effect 
for ~o longer than the completion of Duke's cost of 
service studies and until invastigation and Order of the 
commissicn determining the effect of said Studies on the 
rates of Duke, as a factor affecting the reasonableness of_ 
said rates, after notice and hearin~ on the results of 
such cost of service studies." (Commission order, Docket 
-F-7, Sub !20, February 12, 1971) 

The same provision was 
in Docket E-7, Sub 128. 
charges were intended to 
ccst of Service st.udies~ 

included in the commission's Order 
Accordingly, Duke's rates and 

be reviewed in the light of Duke's 

The Application in this present ,Docket E-7, sub 145. was 
filed by Duke on May 31, !972. On June 27. 1972, the 
commission entered its Order of Suspension and Investigation 
in which it stated, ' 

"The commission is further of the opinion that it should 
not be limited to considering cnly Duke's proposed rate 
structure which results in different rates and produced 
different rates of return among the various rate 
classifications, particularly since these rates may not be 
fully justifiable on a cost-to-serve basis... However, 
the ccmmission is of th9 opinicn that while cost to serve 
may be only one factor to b~ ccnsidered in rate design, it 



9q . ELECTRICITY 

iS a major factor and any proposed deviations from cost 
considerations should be fully explained and justified." 

on September 7, 1972, Textile Hanufactuters filed a motion 
to separate Hearings on rate structure from the Hearings on 
the rate increa~e application. Hearings on that motion were 
held October 6, 1972, and· the ccmmission issued an Order 
denying that motion on October 18, 1972. As a result of 
those He·arings, the Commission also ordered Duke to offer 
the •Cost of service Study into evidence· at the general rate 
case. 

Duke filed both its !·970 and I S7 f Cost. of Service ,Studies, 
identified as Exhibit Fuller I and Exhibit Fuller 2, 
respectively, as a par~ of its evidence in this Docket. 
This is tlie first Docket in which ,Duke has presented clear 
evidence of the costs _of serving its different classes of 
customei;s. 

EvidenQg 

These Cost of service stu:Iies ·were begun by Duke Power 
Company in 1968 under the general guidance of Mr. George S'. 
Fuller, then of commonwealth services, Inc., and later 
independent consultant to Duke. The staff of Duke•s Rate 
Department _prepared both studi:!s under Mr. Fuller's personal 
supervision and direction,. with· the full_knovledge, guidance 
and supervision of Mr. Glen ~- Coan, Vice Presid~nt-Rates, 
of Duke. l'lr. Fuller supported toth the procedures and 
rationale used and data contained in the Cost of Service 
study. The statistical sampling plan for choosing consumers 
and measuring .demands of the different classes of service 
was developed for Duke by the Research Tr'iangle Institute. 
Both company and Staff witnesses testified as to the 
approp~iateness and accuracy of these studies. 

Mr. Fuller testified that the Cost of Service Study is an 
appropriate and accurat'e analysis cf the cost to Duke of 
supplying el~ctric servic~ to its customers. Mr. Coan 
testified that no factors were left out of t"he Cost of 
Service study that should have baen included. Mr. Vennard 
testified that he had looked .at tbs Cos.t of Service Study, 
that he did not· find anything wrcng with the procE'dures that 
were used in it, that there were no factors that were not 
considered which should hav~ been considered, and that a 
better job cou·ld not have been done in preparing the cost of 
service Study. · 

The jurisdictional Allocation study used the "peak 
responsibility 11 method of allocating generation plant and 
transmission plant between jurisdictions. Distribution 
~lant vas assigned to its respective State. 1be cost of 
service study also used the peak responsibility method to 
allocate generation and transmission plant between classes 
of service, and used other demand factors, as appropriate, 
to allocate demand-r~lated distribution plant. The 
ttanufacturers gu~stioned several Mitnesses about the use of 
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these methods of alloca'ting dellland · r.elated plant. All 
witnesses support.ea these demand all'ocations because they 
assign the cost responsibility according to the impact which 
each class of service has ~pon the demand related plant. 

At various times during the Hearing, and again in the 
Brief, the propriety of using those studies as guides in 
setting rates in North Carclina Retail Service vas 
questioned. All exper.t witnesses testifying as to the 
execution of these jurisdictional allocation and class cost 
of service studies before this commission in this Docket 
have su~ported the validity of these studies, even though 
the witnesses differed on the degree ,that the cost of 
service studies should be utilized in the design of Duke's 
rates. 

The Commission Staff made a full and complete 
investigatiOn of the 1971 Cost of Service study. staff 
Witness Clapp testified on the manner of execution of Duke's 
1971 Study and made recommendations for changes in future 
studies. The use of the minimum-interceE,! ~th,g£ of 
calculating certain of the consumer components of 
distribution costs was ~ecommended by the Staff in order to 
refin.e the accuracy of the study and produce more stable and 
comparable results over time. Mr. Clapp testified that the 
Duke Cost of Service Study followed some of the methods 
which are outlined in a forthcoming NARUC publication on the 
subject, that the staff had. examined the treatment of each 
account in the study as to th9 appropriateness of its use, 
that only two accounts required adjustment and that, 
Overall, the Duke study did not require adjustmen·t. 

Staff revised the 197( Cost of service study to reflect 
the use of statistical regression techniques and the 
minimum-interc~t method in the allocation of poles (on the 
basis of average height, average year, and class 7 size 
intercept) and transformers (a zero-load intercept)-. The 
recommendations made by the Staff, and the revision of that 
1971 Cost of Service study to conform to the staff 
recommendations were not challenged. The correctea rates of 
return hy classes are giv·e_n in Clapp Exhibit No. I A as: 
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DUKE POWER COMPANY - COST OF ELECTRIC SERVICE - 1971 
SUMMARY AND RATE OF"RETURN 

(5) •• (6) • (7). 

~ Deviation 
% Rate of ~ De.vi at ion from 
Return to from Average Industrial I 
l!s~_n~~ !lll!!!!1_2L6.42J j.9te of ~:t_y.[11 

Residenj;_ia]: 
R 7.34 +14.33 + 40.9 
RW 7.06 + 9.96 + 35.5 
RA 6.33 - I .40 

!z~~raJ, 
G 7. 2·1 ti 2.30 + 38.4 
GA 6.44 + 0.30 + 23.6 
T 5.39 -16.04 + 3.5 
T-2 12. 17 +89.50 tl33.6 
Other 4.78 -25.50 8.3 

];IH}Ust.I:!al 
I 5.21 -18.80 o.o 
IP !!,.U =n...2Q =--1L.l 

6.42 0.00 + 23.22 

• These figures were computed by the commission from the% 
rates or return shown in Column (5) and were not on the 
original Exhibit. The weighted system average of 6.q2% 
vas used as a base for column (6) and the 5.21% for I was 
used as a base for cOlumn (7). 

••columns renumbered from original Exhibit 

Hr. Fuller testified that 'the industrial class of service 
did not pay- the costs of providing the services which it 
received during the year 1971. 

In reference to the high rate of return shown for T-2 
outdoor Lighting service, Mr. Coan stated 11Feversal of the' 
downward trend in cost of equipment ar.d installaticn and 
servicing is occurring presgntly, and the demand for the 
lights continues·. The rate charged for the light in 1970 
vas the same as the tate which was introduced in !958. With 
an increasing number Qf light.s to service and maintain each 
year, at costs which are becoming higher each year, erosion 
of the rate of return sho.wn in this analysis is expected. 

11It is noteworthy that the customer can purchase and 
install a similar light himself, and operate it through the 

-meter on his Residential rate, at lower cost than the 
company's rate on Schedule T-2. It is b€lieved that ~he 

·customer is willing to pay more for this light because the 
Company installs, owns, and maintains the light, and 
replaces burned-out lamps. Th~ customer is thus relieved of 
the responsibility. u 

Mr. Coan testified that Duke's ~resent rates, if they had 
been in effect all during 1971 wculd have given' -t.he rates of 
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return on the 1971 net· plant investment and allowance for 
working capital as shown below: 

DOKE POWER COMPANY - COST OP ELECTRIC SERVICE 
PRESENT RATES APPLIED TO 1971 SALES 

'.I Deviation• ,; Deviation 
% Rate** from Average from Industrial I 

of_Efill!t!l !!•tnrJL£L2~il !l!1~_of Return• 
Resiggnt ia!, 

R 9. I 2 +23.08 +6 I. J3 
RW 0. 45 +I 4. 04 +49.29 
RA 7.37 - 0.54 +30.21 

Q§:~ral 
G 8.22 + I o. 93 +45.23 
GA 7.32 - I. 21 +29.33 
T 5.01 -2 I. 59 + 2.65 
T2 15.57 +210. 12 +275. 09 
Other 5.37 -27.53 - 5. 12 

Indu.§tri,al 
I 5. 66 -23. 62 o.oo 
IP 4.79 -35.36 -15.37 

Total 7. 4 I o.oo +130,92 

• from Transcript XI, page 209 
•• calculated by the Commission from the% rates of return 

Hr. Coan testified that Duke's proposed rates would have 
given the rates of return on the 1971 net plant investment 
and allowance for working capital as shown below~ 

DOKE POWER COMPANY - COST OF ELECTRIC SERVICE 
PROPOSED RATES APPLIED TO 1971 SALES 

\C Deviation ~ Deviation 
~ Rate ., from Average from Industrial I 

QL!lg.tJ:!!!l Return_of_9.U,!!;• R~te of Return•• 
R~side!l1ia,! 

R 10.09 +10.00 + 26.76 
RW ·9. 75 + 7. 14 + 22.49 
RA 8.79 - 3. 40 + 10.43 

Qfil!!:.;21 
G 9. 78 + 7. 47 t 22.86 
GA 9. 44 + 3.74 + I 8. 59 
T 6.79 -25.38 - 14.70 
T-2 I 6. 25 +78.57 tl04.15 
Other 7.15 -21.43 - Io. I 8 

Industrial 
I 7.96 - I 2. 53 o.o 
IP 2,.2!1 -17 • .2.!! _ 5.78 

9.10 o. 0 + 14.32 

• from Transcript XI, page 209 
** calculated hy the Commission from the I rates of return 

~r. Coan testified that, if any experienced rate man were 
designing rates starting frcm scratch, with only a cost of 
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service study as a guide, 
service unless there were 
departure" from it. 

rates would be based upon cost of 
some extraordinary reason for 

The issue of the benefit of high-load factor, high-use 
customers to the rest of Duke•s system was raised at various 
points in the :proceedings. Mr. Fuller testified that the 
cost of Service study takes into account •all of the 
adva~tages of any volume purchases of a class, such as the 
industrial class. Duke supports the coS.t of Service Study, 
but also contends that ·the all-electric rates benefit the 
system. 

Mr. Coan testified tha't Duke had made a study of the 
effect of removing the RA h~ating revenues, and associated 
rate base and expenses, from the residential schedules so 
that the effect on the 1971 Residential "rate of return could 
be seen, and that the heating component of Schedule RA 
earned I 1.70%. Hovever, the Overall rate of return for RA 
service in 1971 was less than the average return of 6.42%. 

(iJ) Incremental Costs 

Ba'ckground 

Incremental costs are defined as the costs of increasing a 
system's capacity or output by· cne more unit. · "Incremental 
customer costs are the additional costs· the system incurs by 
adding one more customer to the system. Incremental demand 
costs are the cost of increasing system capacity by one KW. 
Incremental energy costs are tha additi6nal costs incurred 
by increasing generation one KWH at a fixed KW capacity. 11 

(Transcript Vol XVIII, page 98) 

The electric industry's incremental costs are now greater 
than embedded costs, contributing to attrition in earnings. 

customer costs vary amohg customer classes depending upon 
the amount of service regnired for each .class. Embedded 
monthly customer costs were shown to range from $4 to $11 
for some major rate classes (Clapp Exhibit No. 2, Sheet I of 
3). There is no evidence in the record of incremental 
customer costs. 

Embedded monthly demand costs were shown to range from 
approximately $1.20 to $2.20 per kilowatt for the major rate 
classes (Clapp Exhibit . No. 2, Sheet 2 of 3). Incr'emental 
monthly demand costs are approximately the same for each 
ma-jor class and are estimated to be in the range of $2.30 to 
$2.85 per kilowatt for generation alone, exclusive of 
transmission and other d9mand costs. A.verage embedded 
energy costs rang~ from less than .5¢ to more than .6¢ per 

. kilowatt-hour. (Clapp Exhibit No.. 2, sheet 3 of 3) 
Incremental energy costs vere estimated to be • 4581¢ per
kilowatt-hour. 
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There are seasonal diffetences in both en~rgy and demand 
incremental costs. If a customer increases his KW demand 
during an .off-pecik period, no new capacity need be built to 
meet this increased KW demand since, by .the definition of·an 
off-peak _ period, the system is operating at less than 
capacity, and therefore, the incremental costs of that 
increased demand are zero. The story is somewhat different 
if a customer increases his KW demand during a peaking 
·period because, by definition,. the system is operating at or 
near capacity during a peaking period. In the long run, any 
permanent increase in KW demand during a peaking period 
requires additional Capacity•to be built to satisfy this 
increased demand. Incremental energy·costs are the costs of 
generating ·on additional KWH at a given level of KW demand. 
These costs consist ·primarily of fuel costs and related 
maintenance and are slightly hiqher in the summer due to the 
fact that the system operates less efficiently at higher 
ambient air and water tempe~atures. 

Professor Spann testified that Duke's proposed schedules 
fail to cover incremental costs and that: "If customers ai:e 
charged less than the real costs of providing that 
electricity. Thus, electtical usage is encouraged by low 
prices but consumers are not paying the full costs of 
providing that electricity.. An increase in the price of 
electricity to the full cost of providing .additional service 
will eliminate this wasteful, b'3low cost usage o·f energy. 11 

The incremental demand and energy_ charges 
implicit in Duke's proposed rates are calculated 
$.50 - $1 .99 per KW for demand and .73¢ - 1.30¢ 
energy. (Spann Exhibit Nos. 25 and 26). 

which 
to be 

per KWH 

are 
at 

for 

The st·aff 1 s rates are intermediate between Duke's proposed 
rates and rates based complet~ly on incremeptal costs. They 
fall short of recovering incremental demand costs and 

.overshoot incremental energy costs, but they are in the 
direction of incremental costs. 

Dr. Olson testified that DUk9 1 S propOsed RA Schedule fails 
to cover incremental costs· for peak periods of consumption 
in that: "according to ·nuke's (971 F.P.C. Form I, several 
gas turbine and diesel peaking units were .in operation 
during 1~71 with operating costs .(For fuel and other 
production expenses) of about 1.0¢/KWH and probably have 
capital costs averaging about Q.Sj!'/KWH. Adding this to the 
operating costs yields a generating cost of about 1-5¢/KWH 
and yet the tail-block rate proposed for Residential service 
schedule RA is only f.33¢/KWH, and the proposed schedule R 
rate is I• 81 ¢/KWH. 11 

(iii) Rate Design 

Rate Schedules 

Duke's historical ,and proposed rate structure is divided 
into the following major classifications and schedules: 
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Residen'tial Service 

Schedule R, Residential Service - Available to 
residential customers in residences, mobile hemes, or 
individually metered apartments. 

Schedule RW, Fesidential .service with Uncontrolled 
Water Heating - Available cnly to residential customers in· 
residences, mobile homes, or individually metered 
apartments in which an elactric water heater meeting 
certain specifications is installed and is used to supply 
the entire water heating requirement. 

Schedule RA, Residential Service; All-Electric 
Available only to residences, mobile homes, or 
individually metered apartments in which the energy 
required for all water heating, cooking, and environmental 
space conditioning is SUfplied electrically. [The 
residence shall be insulated so that total heat losses (as 
calculated by the company•s b:ating manual, the current 
edition of American Scci~ty ~f Hsating, Refrigeration, and 
Air-conditioning Engineers (ASHRAE) Guide or National 
Electrical Hanufactur'ers Association (NEMA) heating manual 
shall not exceed O. 184 watts (0.628 BTUC) per sq. ft. of 
net heated area per degree F. temperature differential. 
Duct or pipe losses shall bg included in the computation 
of total heat losses.] 

General Service 

schedule G, "General Sgrvice 
Schedule must be used solely. by the 
in a single enterprise, located 
contiguous premisgs. 

Service under thiS
contracting customer 
entirely oh a Single 

Schedule w, General Service Water Heating - Available 
only to Customers receiving service at 575 volts or less 
on Schedule G or schedule I, provided that water heaters 
are of the insulated storage type, and that energy use is 
limited to the heating of 'water for purposes other than 
space heating. Residential water heating service for 
customers connected after June 25, (963 is available 
through the same meter as other residential service on 
Schedules R, RA or RR. Customers being served on 
Schedules R & won June 25, (963, have been autcmatically 
transferred to Schedule RW 3s soon as their total charges 
for the preceding 12 mon,ths under combined Schedules R & w 
became the same as, or greater th~n, they would have been 
under Schedule RW. 

Schedule GA, Gengral se7vice, All-Electric -
Available only to establishm9nts in which envircnmental 
space conditioning is required and all energy for all such 
conditioning is supplied electrically through the same 
meter as all other electric energy used in the 
establishment, Provided however that if any such 
establishment contains residential housekeeping units all 
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energy for all water beating and cooking for such units is 
also supplied electrically. - service under this Schedule 
aust be used solely by the contracting custoaer in a 
single establishaent iocated entirely en a single, 
contiguous pre■ises, and all elgctric energy used in the 
establish■ent ■ust be provided by the Co■pany. 

Schedule T2, Outdoor Lighting Service - Available to 
the individual Customer at locations on the Coapany•s 
distribution syste■• 

Schedule T, Street Lighting Service - Available to 
■unicipalities in which the co ■pany owns and operates the 
electric distribution syste■• 

Schedule I, Industrial Service - Available only to 
establishments classified as "Manufacturing Industries" by 
the standard Industrial Classifi·cation Manual, (957 or 
later revis ion, published by the Bureau of the Budget, 
United States Government, and only where 85~ or ■ore of 
the total energy consumption of such establishaent is used 
for its manufacturing processes. Service under th is 
Schedule must be used solely by the contracting Custo■er 
in a single enterprise, located entirely on a single, 
contiguous premises. 

SchEdule IP, Industrial Service, Parallel Operation -
Available only to estanlisbments classified as 
"!lanufacturing I ndustries" by the Standard Industrial 
Classification Manual, (957 or later revision, published 
by The Bure3u of the Budget, United States Govern■ent, and 
only where 85l or more of th~ total energy consumption of 
s uch establishment is used for its manufacturing 
processes. - Service under this Schedule must be used 
sol e ly by the contracting custo■ er in a single enterprise, 
lo~ated entirely on a single, contiguous preaises. The 
customers • power generating facilities ■ay be operated in 
parallel with the Company 's system , but the Custo■er ■ust 
provide s uitable control and protective devices on its 
equipment to assure no distur b~nce to other custoaers of 
the Company and to protect the customer's facilities from 
all loss or damage which could result fr o■ parallel 
ope ration with the Company's s ystem . 

closed ~chedules 

(N01E: These Schedules were not available for 
service to connections made on and aft er January I, (965, 
and they have remained in ef fect only for customers who 
continue to receive service on it under agreements ■ade 
prior to that time. Agreement to provide service under 
these closed schedules have been cancelled immediately on 
discontinuance of service , or at the first billing period 
in which the c ustomer 's bill is lower when coaputed on 
another applicable scbedu l e. ) 
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schedule L, General service - Availability is the 
same· as that for the G Schedule. 

Schedule GA~· General service, All-Electric - This 
schedule was available to the individual Customer for 
lighting, cooking, -heating, refrigeration, and other 
service supplied to the individual store, establishment, 
or iridustrial plant, who purchases all power requirements 
from the Company, who h9ats all space.solely with electric 
energy, who uses electric energy for all cooling 
requirements, and for the majority of any cooking and 
water heating. 

Schedule I A, Industrial Service, 
Mills - This schedule was available only 
Grain Mills. 

Textile and Grain 
to Textile and 

Schedule 2, Industrial Service Energy use was 
permitted under this schedul~ cnly where it is for the 
manufacturing processes of the Customer and where not over 
15% of -the total consumption is used for other puri:oses. 
Electric ranges and heating apparatus could be connected 
to the service and billed on this schedule. 

Schedule 2t, Industrial Service, High Load Factor, 30 
KW and over and Schedule 2D, Industrial service, 
Seasonal Energy use was permitted under this schedule 
only where it is for the manufa~turirtg processes. of the 
Consumer and where not over rs~ of the total consumption 
is used for other purposes. 

Schedule IOG, Municipal Pumping service This 
schedule was only for service to municipalities for 
municipal pumping purroses. 

J:!ackqrgynd 

Duke Power Company generally adopted the view that the 
historical rate structure, outlined above, which had largely 
evolved down through the y~ars (last significant change 
(965), was the most appropriat9 rate structure to follow 
except that it should be revised to reflect the significant 
increase in fuel costs which have occurred since 1969. The 
Staff and Attorney General witnesses pointed out the alleged 
ineffective, inequitable, and discriminatory aspects of 
deviating substantially from a rate structure based on costs 
of service. The Staff designed rates that more nearly 
followed Cost-of-service.. Ptof9ssor Spann testified that 
the Staff rates were designed (I) to return revenues that 
would more nearly equalize rates of return between classes, 
(2) to charge in all schedules so as to more nearly recover 
incremental costs, and (31 to obtain revenues £rem consumers 
that use electricity at peak times which more closely cover 
the costs of supplying-that energy. 

Customer, demand and energy ~slated costs were discussed 
earlier under Cost of Service Study. Block rate schedules, 
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of the type generally used for Residential Service 
Schedules, are designed so that customer Costs are returned 
gradually over the first fev kilowatt-hour blocks, demand 
and energy costs being recoversd in later blocks. since 
idle or lov-tise customers do not repay their customer Costs 
under the normal block-type rate schedule, a minimum ch~rge 
which includes some amount of KWH is usually billed, whether 
or not this amount of KWH is actually used. In this manner 
some, but not all, of fixed customer costs are recovered by 
the utility, thus relieving ths rest of the consumers from 
having to accept the burden of these costs. In its North 
Carolina operations, Virginia Electric and Paver Company has 
a residential service minimum charg~ of $3.00; Carolina 
Power and Light Company has a $2.00 ~inimum charge. Duke's 
minimum charge has been $.80 for the first 10 KWH or less 
per month since 1932, until th3 r3cent across-the-board rate 
increases which raised it to $.96. In the present Docket, 
Duke proposes to increase the initial block of kilowatt
hours to $!.OD, $1.10, and $!.20 for Schedules R, RW and RA, 
respectively, which would make the minimum charge be closer 
to, but still lower than, th3 actual cost. ~he balance of 
the cost is proposed to be collected in the succeeding 
blocks. 

Textile Manufacturers introduced testimony and evidence 
proporting to show the effect of Duke's proposed rates, the 
effect of strict cost of service rates designed but ·not 
sponsored by Dnke, and of rates dgsigned by the Staff. 
other intervenors argued ~ither for or against the various 
rate designs for various reasons. All the rate designs were 
necessarily based on Duke's full request for additional 
revenues in order that Duke's customers could ascertain the 
maximum dollar impact of any p~oposed rate design on their 
individual usage. All rate designs were duly advertised and 
noticed to nuke's customers. In its' prefiled testimony, the 
Staff made minor refinements to the rate design options 
noticed but they were for the purpose of arriving more 
precisely at the overall revenue Duke requested. These 
minor refinements did not result in any class rate schedule 
being increased above one which was included in the notice. 

Eviden,£.§ 

Duke witness Coan testified substantially as follows: 

seven rate schedules, now in very limited use, have been 
removed frCm the proposed· rate schedules. These schedules 
have been closed to new custom9rs since January I, 1965 and 
consist of three general service and four industrial rates. 
These schedules consist of so~9 of the old rates which were 
merged into the present schedules in 1965. The 1965 
schedules' produced a decrease in rates fo~ almost every 
customer. However, within a nartov range of usage and/or 
low-load factor, the 1965 rates r~sulted in higher bills for 
a few customers; therefore, Duke permitted these customers 
to remairi on the old lov~r rate schedules (and while 
receiving the 10.38% and 8.93% across-the-board increases in 
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Dockets E-7, Sub 120 an,d B-7, sub 128, their rates have 
still remained lover than other customers in t'heir 
classification). The cu_stomers previously served oil these 
schedules are proposed to be placed in their appropriate 
classifications. R customers with separate metering for 
water heating (old ff Schedulel would be served on the RR 
schedule under Duke's proposal. The "Reconnect Fee" would 
be raised from $J to $5. 

There were no changes in the dasign or general format of 
the proposed rate schedules frcm the rate structure in 
effect prior to the Application and basically adopted in 
1965. The main change in Duke's proposal is that the price 
per KWH in each block of each rate schedule has been changed 
by varying percentages. 

Duke's proposed rate design was o_btained by removing the 
original fuel costs, "variable component", of .251 cents per 
KWH from each pricing block of each schedule cf the 11 Base 
Rates", (the I 965 rate structure). The costs that are left 
are "fixed costs", and it is felt by Duke that the 
distribution of fixed costs in the "Base Rates 11 is fair and 
equitable to all users. Next, the present day fuel costs of 
.425 cents per KWH are added ~ack to all of the blocks of 
the schedules. The . remaining · additional revenue,. 
requirements are obtained by a 2J.08% across-the-board 
increase on the fixed portion of the rate blocks. . . 

f971 fuel cost was .437 cents par KWH; projected (973 fuel 
cost of .425 cents .per KWH was used for the new rates. The 
reduction in fuel cost projectai for 1973 is due to the fact 
that Oconee was projected to .,become commercial to a certain 
amount in 1973. Th.a delay in Oconee•s operaticn •will result 
in 1973 fuel costs above those used in the new rate 
schedules. 

Further amplifying Duke's procedure, Mr. Coan divides 
costs into two groups, variable. costs and fixed costs. 
Variable costs are almost entirely made up of· fuel costs and 
vary with K~H consumption. Fixed costs are costs related 
with the operation, maintanance, and construction of 
facilities to generate th~ ~ower and are constant whether 
large or small amounts of en9rgy are generated. The price 
per KWH in each block of ~ach rate sch€dule should consist 
partly of variable and partly of fixed costs. The cents
per-KWH increase in fuel costs should be added to the fuel 
costs built into the rate, and the cents per KRH increase in 
fixed cost should be added to the fixed costs already built 
into the rates. This is the theory that Duke used in 
changing its present rates to the proposed rates. 

Hr. Coan testified that tha 1965 rate schedules are used 
by Duke as 11 Base Rates11 because the ccmpany was convinced 
that they were equitable and had done a good job and that 
there has been. general customer satisfaction with this 
design. However, at the tima that they were designed, fuel 
costs were 22% of total costs with fixed cost being 78%. 
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These ~ercentages have now shifted due to the rapid rise in 
fuel costs and fuel is now 30~ of total costs, with fixed 
costs being 10,. This change in the relationship of 
variable to fixed costs has not been reflected in the 
across-the-board increases granted previously in Dockets E-
7, sub 120 and E-7, sub 128. These increases were 
distributed. evenly across all schedules without 
differentiation as to costs, whereas the change in the 
proportion of · fuel cost to total co.Sts should result in 
smallei;' increases in the initial blocks of ·a rate schedule, 
with larger increases in the following blocks. The 
resulting effect of a proper ref1action of these changed 
costs is that larger customers would pay a larger percent 
increase (la~ger increase in variable• costs) than smaller 
customers. 

Hr. Coan indicated that, should the Commission. allow a 
lesser increase than Duke 1 s proposed rates would produce, 
the •energy portion qf the rates should remain as proposed, 
and the reduction should be made in the fix.ed cost portion 
·of the rate structure. 

Professor Spann testified that many factors vere•irtcluded 
in the design of the rate schedules designed by the Staff 
for the· Commission-• s consideration, sometimes hereiil 
referred to as "Staff proposed rate-s 11 or 11 St8.ff rates" for 
easy reference, even though the staff made it clear that: 
(I) they were not supporting any level of revenues sought by 
the Company, but had used: the total amount requested in 
designing rates in order·to ascertain the maximum .effect 
such a p%oposal could have on Duke's individual customers. 
and, (2) that they were offering rate designs into evidence 
under the theory that such rates would accomplish certain 
objectives, such as following costs of service more closely, 
but that it was for the Commission•s judgement to determine 
whether these objectives wera worthwhile and feasible. 
Professor Spann stated that the first- of these factors was 
that total revenues coll~cted £rem any class of customers 
should approximate the total costs of serving those 
customers. He further testified that• another factor 
considered was that price should approximate incremental 
costs. He summarized several reasons for these 
restrictions: 

I l 

2) 

3) 

FailUre to 
means that 
than the 
are -forced 

follow costs; of service in rate design 
some classes of customers will pay· more 
costs of the electricity they use and thus 
to subsidize other customers. 

Failure to charge rates based on costs of service 
will alter future revenue requirements. ·Depending on 
the growth rates of the various customer classes, the 
rate of return may exceed or fall short of the 
reguired or fair rate of return. 

Failure to follow costs of service in all rate 
claSses means that some customers will pay less than 
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cost for the electricity they use. This leads to 
WRSteful consumption of valuable energy resources. 

4) The reasons given by Duke for failing to ask for 
egual rates of return on all rate classes are not 
borne out by the data. There is no reason not to 
earn equal rates of return on all rate classes. 

5) setting different price-cost 
classes (or different rates 
discrimination. 

margins for different 
of return) is price 

Spann testified that Duke's rates do not meet these 
criteria. First, rates of return for each of the major rate 
classes under Duke's proposed rates vary from a high of 
fO. 09% f'or R customers to a low of 7. 96% for I customers. 
This variation is large and represents a·deviation from the 
cost of service. second, Duke's p~oPosed rates are not in 
accord with incremental costs. For example, Duke charges 
the same rates at all times of tb8 year, whereas incremental 
costs of electricity are not the same at all times of the 
year, and costs are.higher in the summer than in the winter. 
If it is realized that costs are higher in the summer and 
rates are designed appropriately, there is no longer a need 
for a special ele_ctric heating r·ate. 

Duke's RA Schedule is designEd to attract winter heating 
loads needed ~o help balance the Summer seasonal peak~ 
Evidence produced by Spann indicates that the RA customers 
11 ••• consuffle more paver during ·all months of the year than do 
other residential customers, 11 thereby contributing to the 
winter load but also adding to the summer peak lOad. Coan 
pointed out that the average RA customer contributes 2.7 
times more to the winter demand pgak than to the summer one, 
but Spann questioned whether or not Duke's RA Schedule is 
the most efficient method of promotin~ off-peak usage. 

Spann's rates designe'a for the·commission•s consideration 
proposed an RA rate with a summer-vinter differential as a 
viable alternative to Duke's proposed RA schedule. He 
demonstrated hov such a rate vculd decrease the incremental 
peaking consumption Of the-RA class. Spann Exhibit No. 10 
compared the peaking usage (" ••• difference between 
consumption ••• during the peak month, and base load 
consumption") of the RA and RW classes for the five years 
1965 through f 970. This exhibit showed that "for all of the 
five ccmparisons except one, the increase in RA consumFtion 
is much greater than the increase in RW consumption." 

Spann then proceeded to· use the same information in 
Exhibit No. II to arrive at an estimate of -.49 to -1.077 
for the price elasticity of demand for the RA and RW 
customers. Translated into layman's language, this means 
that, assuming the true value of price elasticity is -. s, 
'~- •• a summer price increase of I 0-20· percent will have the 
long-run effect of reducing summer consumption by s-10 
percent." 
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As further justification for the summer-winter 
differential, Spann cited that 11 many companies have used 
seasonal pricing. as a means of promoting winter usage 
without simultaneously promoting summer usage. 11 Several 
examples were given of companies with seasonal pticing whose 
average load factors improved almost as much or more than 
Duke's during a ten-yaar period. Spann stated that 
increased off-peak usage would improve system load factor 
and seasonal rates would induce all users to increase off
peak consumption rather than giving lower rates only to 
11 all-electric11 RA customers. 

Spann testified that a study o~ class lead factors at 
various levels of KWH for a particular month is important in 
aesigning rates. KW demand of different classes of 
customers at various KWH levels is neeaed to determine the 
appropriate rate differences between rate classes. The 
relationships between KWH consumption and demand at time of 
system peak, used to predict the average KW demand at 
various levels of KWH consumption for each rate class, were 
determined from data obtained during Duke's 1968-1969 load 
study. The demand predictions from these relationships for 
the R, RW, and RA classes show that 

11 ••• at low levels of consumpticn, rate class R has the 
smallest KW demand at any given KWH level. At higher 
levels of consumption, rat~ class RW has the smallest KW 
demand at any given KWH level. At all levels of 
consumption, rate class RA has a higher KW demand than the 
other two residential rate cla·sses. 11 (Transcript Vol. 
XVIII, page I 09) 

These KW demands and KWH consumptions were used to 
calculate lead factors for the various rate classes. The 
load factor comparisons show that 

11 ••• except for very small and very large users, the load 
factors for customers on the Rand RW schedules are almost 
identical. Customers on th; RA schedule have poorer load 
factors than customers on other residential sch€dules at 
all levels of consumption." (rranscript Vol. XVIII, page 
IO 9) 

BaSed on this data, Professor Spann stat€d that duiing the 
summer months BA customers' load factors ,are less than those 
for other customers and, therefore, at any level of KWH 
consumption, RA customers add more to the summer peak than 
do other rate classes. He stated that, if rates are based 
on load factors, it could be argued that RA customers should 
pay a higher rate during· the summer than do other custoirers. 
Also, since during the suIDmer months the load factor 
difference between Rand RW custcmers is not very large, the 
rate difference between th~ P and RW schedule should be 
reduced. 

Load ·patterns for water h~aters were compared to system 
load patterns by Spann. H~ stated that while water heaters 
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appear to add some diversity 
diversity may not be very large. 
a reduction in the· differen'tial 

to the load pattern, the 
This indicates a need for 

between FW. and R Schedules. 

Spann introduced evidence wbich·indiCated that there were 
discrepancies between Duke's G, GA, and I rates and 
incremental costs in that the company was charging too much 
for energy and too little for demand, thus indicating that 
Duke's rates provide incentive for low lo·aa factor usage and 
penalize high load factor users. 

Spann testified that the staff's proposed GA and I 
schedules are Hopkinson type rates and that this type of 
rate completely separates the customer's demand and energy 
for billing purposes. Each of these.components is billed on 
a different declining block schedule. Staff's Hopkinson 
rate also raises demand charges and lowers energy charges in 
accord with costs. as Of posed to those of Duke's proposed 
rates. If there should occur a more rapid increase in 
demand cost than in energy cost, the Hopkinson rate would 
enable an easier adjustment, in tbs future, to this cost 
charige. The "G 11 schedule proposed by the Staff is a Wright 
ty.pe rate because very few customers on this schedule have 
demand meters. A 11 G11 customer without a demand meter would 
be billed on the first block of the schedule. 

The testimony of public witness Kirby indicated that, due 
to the minimum demand charge on the Staff's proposed GA 
schedule, it is possible that there would be an enormous 
increase for certain £mall users now served on Duke's GA 
schedule. Mr. Kirby stated that he has a small utility 
building behind his home which is served through a separate 
meter. Since the building contains a 5 KW heater, it is 
served on the GA schedule. Mr. Kirby is now paying $4.39 
per month which is the mitimum charge on the GA rate and 
includes only 100 KWH. Under the Staff rates in the Not~ce, 
he calculates that he would pay a minimum charge of $28.38. 

Professor Spann testified that the Staff rates were 
designed to eliminate part of the alleged deficiencies in 
nuke's proposed rates. He furtter testified that the Staff 
rates do not return equal rat~s of return for all classes 
but they move closer toward equal rates of return than 
Duke's rates. Spann stated that an effort was made to be 
conservative in trying to egu~lize rates of return so as to 
take into account factors other than cos·t {such as 
historical trends) and to limit the number and amount of the 
changes that customers would face at this time. The Staff 
rates incorporate a Hopkinson type ra_te for the I and GA 
schedule, removal of the RA rate, a lowering of the 
differential between R and RW rates, and the inclusion of 
summer-winter differential on all schedules. 

Professor Spann stated that the Staff's rates are superior 
to Duke's proposal for the following reasons: 
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"I) The Staff Rate Design is more equitable than Duke's 
rate design; 

2) The Staff Rate Design reflects costs of service aore 
than Duke's proposed rates; and 

3) The Staff Rate Design encourages off-peak usage 
without simultaneously encouraging peaking usage." 

Duke's proposed minimum charges were based upon the 
"minimum readiness to serve costs", which include only the 
operating expenses associated with meter reading, customer 
accounts, and aeter maintenance, etc., as opposed to 
customer costs which include all those as well as the 
maintenance and amortization of the minimum distribution 
plant built to serve the customer. The minimum readiness to 
serve costs w~re $1.25, $1.32, and $1.17 for Schedules R, 
RW, and RA, respectively. Staff witness Clapp introduced 
evidence shoving the customer costs of the various rate 
classes. Similar cost figures were also supported by Duke 
on cross-examination. The Staff testified that the front
end residential customer, such as the owner of a vacant 
cabin would not be paying his full costs in the .absence of 
an adequate minimum charge, and that it is the middle and 
high-use residential customer who subsidized low-use 
residential and industrial customers. 

The Staff enumerated saver3l options available tc the 
Commission in setting minimum charges, including keeping the 
standard block system, but setting the minimum charge, and 
inclusive usage, at the point where the revenue derived from 
the rate schedule would equal the customer cost. This would 
assure that all customers would pay at least their customer 
costs, but, since it would include some usage, the l ow-end 
users would still be s ubsidized to scme extent. 

( iv) Special Requirements for Service 

At the present time, Duke requires that the building for 
which a consumer desires service under t he RA "all-electric" 
schedule must meet rigid insulation requirements, as 
calculated by the American Society of He ating and 
Refrigeration and Air Conditioning Engineers or the National 
Electrical Manufacturers Association calculation methods. 
In addition, energy for all water heating, cooking and 
environmental space conditioning must be supplied 
electrically . 

Duke makes the follo wing argument for its insulation 
requirements and the RA sch~dule: 

" There 
and extra 
from the 
s pecified 

are advantages to all of the Co mpany' s customers , 
advantages to the Schedule RA customers, resulting 
Company 's requirement that heat loss be limited to 
values. 
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"The demand on the Company 1 s ••• system is less because of 
the heat-loss limitation in scbgdule RA ••• this benefits all 
customers ••• heat-loss limitation reduces the maximua demand 
of an electrically heated house because it is nbt 
necessaty ••• to install as much KW capacity in his heating 
system as would be required if the heat loss were not 
limited. ·For this reason, th~ generating caPacity required 
to serve electric house heating is very much leSs than the 
capacity which would be reg~ired if• inadequate insulation 
were permitted in electrically heated homes. It is not only 
less· in winter, but also in summer to the extent that 
customers served on Schedule RA have air conditioning ••• it 
eliminates waste of natural resources because ••• generating 
stations us~ less fuel to provide the heating requirements 
of the house. 

11 ••• the typical home builder will not spend the extra cost 
of the heavy insulation simply on suggestion. 

"The difference between Duke• s Schedul·e RA and ether 
schedules on which electric heating Could be supplied is. 
that instead of ~uggesting to the prospective customer that 
he install ·insulation sufficient to limit t.he heat loss, 
Duke reg.uires it, but gives him an incentive to do it ••• 

"The whole 
load to offset 
capacity. Which 

o_bj ecti v e ••• is t,o 
the growing sum mer 
would· otherwise be 

promote sufficient winter 
peak, thereby utilizing 

non-productive. 

"The present saturation of customers served on Schedule RA 
is 15.5%. As a consequence tbs ccmpany has been able to 
balance the summer and winter peaks which resulted in the·. 
Duke Power's high system load factor. This would not have 
been possible without the slightly lower rate which provides 
an incentive for the customer.to try electric heating, and 
to spend some of his own mcney to insuiate his house." 
(Transcript XI, pages 22_9-231) 

(v) Industrial Attraction 

Of interest_ in this p:r-oceeding was the effect which 
proposed rates might have on the State's ability to attract 
ir.dustry, because the industry weighs business climate and 
cost factors before choosing sites. 

Mr~ Robert E. Leak, Economic Development Director for the 
State of North Carolina, said that a rate revision should 
not be allowed which would 11 ••• weaken our. ability to attract 
the type of industry which will solve our most pressing 
economic problems. 11 (Transcript Vol. IX, page 78) Hr. teak 
testified ~hat industries considered electric rates as well 
as the rest of the local situation, water supply, schools, 
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cbu~ches, labor market, recraational· facilities, and ad 
valorem taxes, among other things. 

Professor Spann gave evidence in his testimony on the 
question of industrial rates and their effect on attraction 
of industry. Spann, Exhibit No. 30, page~, compares typical 
monthly hills issued under Duks•s proposed rates, the· Staff 
design summer and winter rates, and Duke's present rates. 
These comparisons are shown for a number of hypothetical 
customers. For each of these customers, the Staff 1 s: winter. 
rates produce a bill which is less ~ban or nearly equal to 
the .hill under Duke's proposed rates. Summer revenues 
produced by the Staff's rates are greater than those 
prodtlced by Duke's rates, with the larger users, paying the 
larger percent increase. 

Spann stated that electricity costs will only be an 
important consideration in locational decisions if such 
costs are a Substantial fraction of total costs. Mr. 
Vennard stated in his testimony that the electric bill of 
the average manufacturing company is less than 1% of its 
gross expenditure. In Spann Exhibit No. 22, these 
percentages are shown for several industries of types which 
are located in North Carolina. 

Average monthly industrial power bills, shovn in Spann 
Exhibit No. 23, were froni ·T1£!cal ·!lectric Bills - l.21.L, a 
publication of the Federal Power commission. Duke's 
industrial rates compare very favorably, with those of 
surrounding states and most of the remaining states. 
Spann•s exhibits tend to sbo.w '!;hat a 20% increase in the 
average monthly bill would leave Duke's territory in a 
favorably competitive position. Spann Exhibit No. 24 
further shows that Dtike 1 s cost cf service rates are below 
the rates of companies in neighboring states. (Transcript 
Vol. XVIII, pages I I 3-1 I ij) 

Based upon the evidence in the recoid a.nd facts or 
information appropriately judicially noticed, the .commission 
makes the following 

FINDINGS OF FACT 

FAIR VALUE OF PLANT IN SERVICE 

(iJ Original Cost 

1- That ,Duke Power _Company is duly organized as a public 
utility company und~r tbg laws of North Carolina, 
holding a franChis~ to furnish electric power in a 
major portion of the State of North Carolina under 
rates and service regulated by the Utilities 
Commission as ptovided in Chapter 62 of the General 
Statutes. 

2. No sums expended or recorded ori Duke's books for 
plant under conf;:'truction or for plant held for future 
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use should be nor haVa been included in Duke's rate 
base. 

3. That the actual investment currently consumed throu.gh 
reasonable actual dep~eciation during, the test period 
was $38,418,138. 

4. That the reasonable original cost depreciated of 
·nuke's electrical pla'.nt in service at the end- of the 
t~st period and subject to commission jUrisdiction is 
$865,006,125 (after deducting contributions in aid of 
construction but not including all_ovance for working 
capital.) 

(iil Replacement Cost 

S. That the trended·original costs, depreciated, of the 
electric plant in service, at.the end of the test 
period and subject to Commission jurisdiction are 
found by applying ~he staff allocation factors~to the 
total company trended original costs, depreciated, as 
calculated by Hr. Gill9tt; and that these are: 

Production Plant 
Transmission Plant 
Distribution Plant 
General .Plant . 
Total Electric Plant 

$513,757,571 
224,244,787 
425,194,611 

35.896.388 
$1,199,093,357 

and that the Replacement Cost is $1,199,093,357. 

(iii) Fair Value 

6. That the working capital allowance found to be 
reasonable for Du~e•s North Carolina retail 
operations was determined by taking the working 
capital of $f9,624,lq7 and adding to it. materiars a·nd, 
supplies,· $39,477,335, minimum bank balances of 
$8,942,.633, and average· prepayments, $264,968. 
Average tax accruals in the amount of $ll, I 00, 147 .and 
a.verage customer dep<;>si ts of $I• 792,547 are offsets 
to the working capital allowance, resulting in a net 
working capital allowance in the amount of 
$62,416,389; and· that a reasonable working capital 
allowance to be included in Duke's rate base is 
$62,416,389. 

7. That considering the reasonable original cost of the 
property, less that port~on of the cost vhiCh has 
been consumed by previous use and recovered by 
depreciation expense, and considering the replacement 
cost of said property, the condition of the property, 
and the outmoded design of some of the older plant, 
the commission finds that the fair value of said 

·plant should be derived from giving five-sevenths 
weighting· to original cost (investment) and two
sevenths weighting to raplacement cost (trended). By 
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this metbod, .the Commissicn finds that the .fair value 
of the said p·lant devoted to retail, service in North 
Carolina is $960,459,620 or SI ,022,876,009 including 
$62,416,_389 allowance .for working capital. 

OPERnlNG COSTS 

(i) Effect of Ocoi:i,ee N.uclear Units 

e. That it is uncertain_-that Duke's .cost of• generation 
will decrease in any signific·ant amount f_rom that of 
the .. test year due to any expected benefits of the 
operation of the· two (2) new nuclear units in the 
immediate future. 

(ii) Fuel Prices 

9. That· the 
experienced 
reasonable. 

costs of 
by Duke 

fuel 
iuring 

and 
the 

purchased 
test year 

power 
were 

10. That a total overall expenditure for fuel (including 
nuclear fuel) for 1913 of $)85,280,000, or 
$106,629,000 when allocated to N.c.u.c. 
jurisdictional operations is not unreasonable; and 
that with these fuel expenditures, Purchased Power 
expenses should no.t •n:ceed $21,625,000, or 
$12,500,000 when allo·cated to N.c.u.c. jurisdictional 
operations in 19.73. 

(iii) Capacity Reserves 

II• That Duke Power company's present level of reserves 
is approximately 10 percent; that this level is less 
than adequate to insure reliable service; and that 
the amount of investment in generation devoted to use 
as reserves is not an issue in this proceeding. 

12. That in reference to the future· needs for which Duke 
is presently constructing reserve capacity, the 
evidence before this ccmmission at this time is 
insufficient to ·determine the most reasonable level 
of reserves. 

(iv) Increasing costs 

13.. That Duke is experiencing increas.ing costs of 
supplying service and constructing new capacity and 
that incremental c6sts exceed embedd'ed costs. 

J Ll. That expansion of servic0 and rep.lacement of plant 
under increasing cost conditions results in attrition 
of earnings. 
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(v) Research and Development 

rs. That reasonable expenditures "for resEarch 8.nd 
development a~e a legitimate operating expense. 

FAIR RATE OF RETURN 

16. That, aft.er the Staff's accounting and pro forma 
adjustments and jurisdictional allocation factors, 
Dtlke•s revenue under present rates on an annualized 
basis for customers served at the end of the test 
period for North Carolina retail service was 
$ 3 ( 9 ,1f97, 621; that the re as on able : operating revenue 
a·ea1;1ctions of Duke during the test period are 
$257,085,428; that the net Operating income for 
return at the . end of· the test period, after a 
reduction of $106,612 representing interest on. 
customers• deposits, aftei accounting,and proforma 
adjustments, was $62,305,581·, giving a ·rate of return 
on depreciated original cost of plant of 6.12,; a 
return on original cost equity of 7.54%; and a return 
on the fair value of 6.09%. That such rates of 
return are insufficient tc frovide· a fai.r profit to 
Duke's stockholders consiaering changing economic 
conditions, and· insufficient to allow Duke'- to compete 
in _the market for capi 1:al funds on terms which are 
reasonable and fair to its customers and existing 
in·vestors. 

11. That the rate of return necessary of the fair value 
of Duke's property to allow Duke, with sound 
management, to produce a fair profit for its 
stockholders, considering e·conomic Conditions as they 
exiSt, to maintain its facilities and servjce in 
accordance with its obligation to its customers, and 
to compete in the market for capital funds on a 
reasonable basis to customers 'and stockholders, is 
7-.. 05%, -which rate of return will produce $21,150,000 
of additional gross revenues on Nor"tb Carolina retail 
electric service; and that the additional gross 
operating revenues of $21,150,000 will increase the 
net income available .to the common stockhcldets from 
$21 ,soa,·774 to $31,309,-147 for a rate of return on 
book value common equity of 11% and a rate of return 
on fair value common equity of 8.24%. 

(8 .. Duke's projected data and financial results for the 
1973 _(Stilliart 'Exhibit 2, pages I through 9) are based 
on tudgeted averages for the year rather than on data 
adjtisted to a year-end estimated rate base. This 
methodology does not comply with the statutory 
requirements under which the commission must set 
rates. G.S. 62-133 [how rates fixed - item (c)] 
requires that a fair value shall be determined as of 
the end of the test period used in-the hearing and 
that the probable futura revenues and expenses shall 
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be bas':!d on the plant and eguipme·nt in operation ll 
!ha! ti!!!~• (emphasis suptlied) 

RATES 

(i) Cost of Service 

f9. That the jurisdictional Allocation Study in evidence 
in this Docket, as revised by the Staff, is the best 
evidence of the costs to Duke Power Company of 
providing service to North Carolina Retail service, 
is based upon sound engineering economics principles 
and is reliable, and thg results are useful to this 
Commission in setting rates. 

20. That the 1971 Cost of .service Study in evidence in 
this Docket, including revisals by the Staff, is the 
best .evidence of the costs to Duke POver company of 
providing various class~s of service, and the results 
are useful to this Commission in setting rates. 

21. That the Cost of Service Study may be used to: 

a) separate 
components 
base by 
structuring 

the customer, demand, and energy 
of both revenue deductio~s and rate· 
classes of service for use in 
rates, 

b) examine the rate of return earned by each class 
of service for use in determining the 
reasonableness of rate levels, and 

c) examine the chang~s in costs over time. 

22. That the use of the minimum'"'.'intercept method ·of 
calculating customer components of distribution plant 
produces more correct and more stable and comparable 
results over time than the minimum-size method. 

23. That Duke 1 s proposed rates move the rates of return 
earned by individual classes of service closer to the' 
(North Carolina retail) average rate of return than 
the present rates,• but these rates of return still 
vary from the average. The Staff's reccmmended 
corrections in the method of determining customer 
cost, if applied to a cost of service study using 
Duke's prOposed rates on -19"11 sales and conditions, 
would bring the rates of raturn closer together. 

(ii) Incremental costs 

24. That the use of incremental pricing is based upon 
sound economic principles, promotes maximum 
erficiency, and inhibits attrition of earnings; that 
expansion of service which is priced below the total 
incremental cost of that expansion ~ill lover the 
rat€ of return; and that the expansion of service 



11 6 

25. 

ELECTRICITY 

which is priced above the total incremental cost of 
that expansion will raise the rate of return. 

That Duke's incremental demand 
$2.30 to $2.85 per kilowatt 
energy cost is approximately 
hour. 

cost is approximately 
and its incremental 

.4581¢ per kilowatt-

(iii) Rate Design 

26. That it is ~easonable and necessary for Duke 
the following changes which it has pro,posed 
rate schedules: 

to make 
in its 

a) Eliminate seven (7) schedules that have been 
closed to new customers since (965 and serve 
the customers now on these schedules on the G 
and I schedule as aFplicable. 

b) Serve R custom~rs Vho now have separate 
metering for water heating on the RW schedule. 

c) Increase the "Reconnect Fee11 from $1 to $5. 

27. That the rates of return earnea by Duke's prcposed 
rates should achieve _a more uniform rate of return by 
classes, and that Duke's proposed prcC€aure for 
increasing its rates and the resulting rate structure 
is reasonable and not unduly discriminato~y. 

28. That Duke•.s proposed rate design is basically a 
revision of its "Base 1965 rate structure and would 
incorporate the significant increases experienced in 
its fuel cost used in generation of energy along with 
increases in fixea costs. 

29 •. That the staff's rates more nearly follow costs-of
service and more closely recover incremental costs 
than do Duke's proposea rates, but that Duke's 
proposed rates move substantially in these 
directions. 

30. That the 
charges in 
unreasonably 
•ratepayers. 

present and proposed minimum customer 
the resid~ntial rate structure are 

low and unduly discriminatory to other 

(iv) Special Requirements for Service 

3f. That electric heating loads benefit Duke's system 
load factor, and proper insulation, as required by 
Duke's RA sche.dules, results in less heating/cooling 
losses and therefore conserves energy resources, 
while at the sa·me time costing' the owner/operator 
less for space conditioning. 
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Based· upon the foregoing findings of fact, the Commission 
makes the, following 

CONCLUSIONS 

FAIR VALUE OF PLANT IN SERVICE 

The trended original cost study by Witness Gillett for the 
applicant- has deficien.cies which -make it unacceptable as a 
complete and reasonable method for det·ermining replacement 
cost. The witness, in computing the trended original cost 
of the properti_es and subtracting from :the figure, thus 
derived, an allowance for no el~ment of depreciation, save 
for physicai-vear and tear, has obviously left out the major 
factor of obsolescence. While Mr. Gillett did account for 
advances in the art of construction, he made no attempt to 
determine the value of the utility plant as if the entire 
plant wer-e designed in accordanc~ ·with th'e present state of 
the art for the deSign and operation Of electric systems, 
including modern technologies and efficiencies. The 
Commissi.on considers the replacement· cos·t more than just a 
"brick-for-brick" reproduction cOst, and the Commission 
therefore concludes that the, trended original cost method 
employed by Duke to be insufficient as a complete artd 
reasonable determination •of replacement cost. 

The commission concludes that the replacement cost which 
was determined merely by trend_ing and depreciating original 
costs without proper consideration for improvements in ~lant 
design and efficiency is excessive. The commission is of 
the opinion that the trended original cost, depreciated, is 
the best estimate of the replacement cost that can be 
derived from the evidence on record, but the commission 
concludes that this replacement cost eStimate must be 
combined with the original cost to determirie the appropriate 
Fair Value of the electric plant in service, and that proper 
weighting be applied to eliminate deficiencies in the 
replacement cost estimate. 

The Commission concludes that the reasonable ·original cost 
cf the property, less that portion of the cost wh'ich has 
been consumed by previous use and has been recovered by 
depreciation expense, an:d the replacement cost of said 
property are appropriate factors to be used in determining 
the fair value of said property if consideration is given to 
the condition · of the property and the outmodE:d_ design of 
some of the older plant when weighting these factors. The 
Commission further concludes that the proper weighting, 
considering depreciated original cost, replacement cost, and 
the outmoded design of s6me of the older plant, is five
sevenths weighting for original cost and two-sevenths 
weighting for replacement cost~• By this method, the 
Commission determines the fair value of the said plant 
devoted to retail service in North Carolina to be 
$960,459,620 or $1 ,022,876,0C9 including $62,Ql6,389 
allowance for working capital. 
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OPERATING COSTS 

(i) ·Fuel Prices 

The 1973 kilowatt-hour consumption projections by 
Duke are reasonable. The planned 1973 generation mix, based 

on plant efficiencies, average per plant fuel costs 
and projected consumption, gives as low a total 
overall fuel cost as is reasonably attainable. Wi~h 
fue·1 prices as anticipated and With the reasonable' 
generation uiix pl:anned, a total overall fuel price, 
for 1973 of $185 million is not u_nreasonable. 

The Commission remains concerned regarding Duke's 
fuel procurement procedure, and its relative 
efficiency comp~red to purchasing by competitive 
bidding, especially during times of low supply and 
high dem~nd. Accordingly, the Commission is of the 
opinion that its staff should continue surveillance 
of, Duke's fuel costs and purchasing practices. 

(ii) capa·city Re-?erves 

The forecast'ing methodology used by Duke is sound and 
forecasts. of peak loads. a.nd customer usage have been 
accurate historically. Based on present information 
and data, the current forecasts of peak loads and 
customer usage should ptove reasonably accurate. The 
projected con_struction program is not unreasonable 
based on a 2_5 perc!!nt r3serve margin. However, this 
Commission is not convinced that a 25 percent reserve 
margin is necessary or prudent. Present reserve 
levels are well b_elow the 25 percerit range and Duke's 
planned construction program (which anticipates 
reaching the 25 percent reserve range) places a large 
financial burden on the company and its ratepayers. 

This commission remains deeply concerned regarding 
the impact upon the ratepayer cf any overbuilding or 
underbuilding of plant. There is apparent 
discrepancy of requirements among companies in close 
proximi,ty to Duke, and we are not convinced that Duke 
and its sister companies in this area are 
sufficiently or satisfactorily coordinating, their 
load growth studies and planning for future plant 
(especially generation and transmission) to achieve 
the most efficient level cf investment. 

Because of the tremendous impact such decisions will 
have upon electric rates and service,. this commission 
deems it necessary that a full and complete 
investigation be entered into regarding the capacity 
reserve levels which are most appropriate for the 
companies within its jurisdiction~ Accordingly, the 
Commission will initiate such proceedings under a 
separate docket in the near future. 
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/ 
The Duke projected. 1973 financial operational data 
vas not professionally corrOborated, verified, or 
critically analyzed by the st;af_f or any other 
participating party in the ~roceeding. 

(iii) Projected .operations Data and Results 

Duke's projected f973 data is an attempt to provide 
the commission with operating results 12 months 
bey.and the test period in an effort to predict the 
a·ctual impact of its proposed rate increase. While 
there is ~ recognized time lag in the regulatory 
process, and in times of inflati·cnary pressures as 
are present today, this lag may contribute tO the 
difficulty many utilities have in actually earning 
the rates of return found reasonable by' regulatory 
bodies, we cannot use a projected set of peaks to set 
rates. Re have ·carefu·lly considered and weighed all 
test year data, and we conclude this to be the only 
rel.iable basis upon which to find Duke's expected 
revenues and reasonable expenses. 

FAIR RATE OF RETURN 

The Application of Duke in this proceeding seeks an 
increase under the proposed rates to produce $29,376,000 of 
additional annual revenue, or an annuali~ed basis, based on 
the customers connected at the end of the test period. The 
following tables, based on the Pindings of Pact, show the 
derivation of the $21,150,000 of such increased revenue 
found to be reasonable: ' 



Operatlli !g~fil!!m 

DUKE POHB COftP.BHY 
908TB CAROLINA BETAIL OPBBATIOHS 

STATEftEHT OP .RE~UBH 

Present. 
Bates 

Increase 
!J!m;:oved 

Gross operating revenues $ 319,497,621 $21, I 50,000 

Opergtin.g Revenue Deductions 
Fuel expense 98,114,446 
Purchased power JJ,650,141 
Operation and ■aintenance ezpense 

(excluding fuel and. purchased pover) 58,.878,.725 
Depreciation 38,4J8, 138 
~axes-other than income 29,.959;1&62 I ,269,000 
Taxes-state income 1,383,615 1,192,860 
Taxes--:-Pederal inco■e J0,880,162 8,970,307 
Taxes-Deferred inco■e 5,.992,394 
Inyestaent tax Credit nor■alized 2,351,283 
A■ortization of inwestment tax credits (2~542,938!· 

Total operating revenue deductions __ .257,085,428 11,432,167 

Net operating income 62,4•12,193 9,717,833 
Less: Interest on customer deposits -1Q~2 
Net operating income for return $ 62,305,581 $ 9,717,833 

After 
ApproYed 
Increase 

$ 340,647,621 

98,114,446 
13,650,141 

58,.878,725 
38,418,138 
31,228.462 

2,. 576,.475 
19,850,469 
s,~92,394 
2,351,283 
b.~l!I 

268,517,595 

72,)30,026 
106,§11. 

$ 72,023,414 
-==----==-=-==---==------==---===----=== 

"' 0 

.. ... .. 
n .. .. ... 
n ... .. ... 



In~est■ent ll Jl1ectric Plant 

Electric plant in serYice 
Less: Accu■,ulated depreci•ati.on 

Contrihuilons-in aid of 
construction 

Net ·iriYest■ent ·in Plant 

Allovang~ !s!l-!2&Bag c·apital 
Baterials and Supplies 

·cash 
!linii111■ bank· .balances 
Prepay■ents · 
Less: ATerage taI accruals 

cUsto■er deposits 
Tot&l allowance ~or vorking·capital 

Bet invest ■ent iD electric pla~t in 
serwice plQs working capital allova~ce-

Bate of return oh Original cost ne~ 
:l:iiv8st■Ent 

Bate of return on fair value rate 
base 

SI ,221,q45,q5I 
352·,253,499 

· 6,185,827 
865,006, ! 25 

39,477,335 
19,624,147 
8,942,.633 

26Q,968 
tJ, foo, 141 
1,792.547 

s, 921,q22,51q 

$1,022,876,Q09 

I 1,876.343) 

Sl,223,Q45,451 
352,253,499 

6,1es,e27 
865,006, !25 

J9,q77;33s 
19,62Q,:147 
,8,942,.633 
. 26Q,968 
5;,976,_490 
1,792.547 

S (1,876,343) S 925,546,171-

. S(l,876,lQl) -Sl,020,.999,666 
-= -----=------' -----------.......-----=-------

6.09J 
-------.----------=----=---===---=======· 

= .. .. 
U) 



DOKE POiEB COftPlNY 
DBTEBBIRATIOS,OF EftBEDDED cosT·oF DEBT ARD PREFERRED DIVIDBHDS 

BASED OB'TOTAL COHPAHY CAPITALIZATION AT JOHE 30, 1972 

~D!!t ~ Capita1 

Total debt 
Preferred and preference stack 
Interest free capital 
COIIIIOn equity 

Total capitalization 

C api taliza tion 
Total debt 
Preferred and· preference stock 
Illtere'st free capi~al 
Com11on equity 

Total 

Amount 
Total 

~ompan,1 

$1,161,350,000 
335,000,000 
22,355,000 

_ 67Q.290.53 
$2,192,995,531 

Batio 
_J_ 

52.95 
15.28 
,.02 

30.75 
1 oo.oa 

Interest E■bedded cost of 
And Dividend Debt.a~d Preferred 
R~irement§ fil!.Ureference Stock! 

$72,352,Q38 
2Q, 12q, 000 

6.23 
7 .20 

------------- .-----------------------------
RETDBR OR C08MOH EQUITY 

NORTH CAROLINA RETAIL OPERATIONS 

original cOst Bet 
Investaent or Fair 

Value Bate. BaSl! 
Embedd8d 
cos:t..::...~ 

Net opera ting 
Incoae For 9eturn 

--fresent Rat,s•~sc.c::__,.Otlfilinal cost Net Investment 

$ q91,010,221 6.23 
IQl,710,160 7.20 

9,459,7J·0 
_ __,2~8~5~•~1~8~2~•~q~2~3 ___ _,_7.SQ 
$ 927,Q22,514 

$30,593,675 
10,203,132 

21 .sos. 77! 
$62 .. 305, 581 

====================================== 

N 
N 

., .. 
"' (3 .. 
H 
n 
H ... .. 



caeitaliZ8tfon 
, Total debt -

Autborin4 eat.es ..: Original Cost get 1'.nvestaent 
S 490,076,698 6.23 $30,531.778 

Preferred and p"re£ereiice ·stock 
·Interest free ·capital 
t:omaon equity 

'lot~l 

- -
£,apitalization• 

-Total debt 
Preferred and pr8£erence, stock 
Interest free capita·l 
Coaaon eg11itJ 

· Total - · 

141,423,455 7.2,0 ·1'0,182,489 
9,440,571 

289,605,.~4~9~7_: __ -'---1-ILl~-0~0~-----::;3~•~••,3~O~9~•ul~4'-!-7 
S 925,546,171 $72,023,414 

_ _!uthoriZed Rates·
S 490,076,698 

141,42~.455 
9.440.571 

380,058. 942- - · 
· $1 .020·.999,666 

Pair ValJ!!LRate ease· 
6.23 $30,531,778 
1.20 10.1.a2,qeiJ 

31,309,l!!l 
$72,023,414 ----------- ... ----- . --------------- .. .. .. .. .. 

"' w 
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In order .for Duke to be able to provide adequate service 
in its service area and to construct needed plant to meet 
the increased demand for electric current, Duke must be 
allowed to ~arn, through sound management, a rate. of return 
at a level so as to attract tb3 capital necessary for such a 
program. 

The earnings of Duke during the test period under the 
present rates are insufficient to provide adequate service 
and to compete in the market for additional capital for 
expansion of service, and to provide a fair return on the 
investment of its stoC'k.holder. 

Changes in .the interest charges coverage ratio has a 
direct influence on the rata of return to the common 
stockholder• s equity due to tba fact that the .interE!st costs 
must be deducted from t.he net operating in•come before the 
rate of. return to the common. equity capital can be computed. 
In the instant situation the' Col!lmission concludes that it is 
necessary to provide additional revenues so that Duke's 
coverage ratio will be adequate. The interacting functions 
of the coverage ratio and the rate of return oh common 
equity, two.important earnings criteria ·recognized in the 
financial markets from Which Duke must seek funds, have been 
carefully considered by the commission. · 

Under Duke's bond indenture (Section 2.03) additional 
first and refunding mortgage bon·ds may not be issued unless 
the "original net earhings" (net earnin.gs before inCome 
taxes _for twelve consecutive calendar months Within the 
fifteen, calendar months immediately· preceding the first 
Calendar month in which delivery of additional bonds are 
made to the trustee which have teen _made) equal !vice the 
amount of the interest charges on all of the interest · bonds 
outstanding plus the additional bonds supposed to be issued. 
Based on the test year operations and after accounting pro 
forma adjustments, the fixed charges coverage ratio (~hi9h 
includes interest charges on all types of debt oh an 
annualized basis) computed· before income taxes• was ·2.63 
times at the present level: of rat-e·s and will be 3.28 times 
at the level of rates herein approved. 

In our order in Docket B-7, sub 128, ve found Duke's 
reasonable common equity cost to be 12 percent, whereas here 
we find that cost tO be II percent. During a period when 
its return has ~een substantially below 12 percent (7.5Q% 
for the test period) Duke .has continued tO attract very 
large amounts of capital and to pay out very substantial 
dividends to its equity investors, while increasing its 
retained e

1
arnings. Recent exp3rience in the caJ:ital markets 

indicate that very few class A and B utilit.ies are 
experiencing equity cost above I I pe_rcent, and in the· light 
of all these circumstances, ve conclude that 11 percent is a 
reasonable estimate of Duke• s foreseeable . equity cost and 
that such a return will enable it to safely meet its 
indenture requirements and continua to attract its required 
egui ty funds. 
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The rates proposed by Duke ara found to be unreasonable 
and unjustified to the' ext~nt that they produce any 
increaSes in annualized revenue oii the ·customers at ·the end 
of the· test period in· excess of $2 I', fSO, 000. 

' ' 
The Commission concludes •thiit an increase of $21, JS0,000,' 

72%. of the $29,376,000 increase regu~sted in the 
application, is ne_cessary :to .. maintain Duke's fa.cill-t;ies and 

.service in accordance. with th_e· reasonable requirements. of 
its customers in North Carolina, ,and· to provid_e a fair ·rate 
of return. to Duke on the fai:c' va~ua of ·i_tS properties used 
and useful on its property.in North ca.roliria. 

RATBS 

Througho\lt the post World Mar II Period and up to th·e 
present time, the Commission has' permitted the matter of· 
rate d~sigri to reside almost solely in the ·bands of the· 
managem~nt of the electric utilities _that serve North 
Carolina. · Relatively few public complaints arose through 
the years from this practice because the u.tilities vere, and 
happily so for both them . and their custome_rs, smoothly 
sliding.down their decreasing, cost of p~odUction curves. 
The more power that could be generated,· the less it would 
cost to produce each ·additional unit of power; resulting in 
more profits for the utilitias and Cheaper rates for the"ir 
customers. Under such circumstances, abd with t-he utilities 
themselves d9monstrating interest in simplifying and 
improving their 'rate designs (including the introduct_icn of 
the all-electric .rate) i it is ·not surprising that fev public 
complaints were directed and little Commission attention was 
given to the complex matter of how revenues vere collected •. 
However, the present 'situation, in which the · electric 
utility industry has become an increasing cost industry, has 
seen Duke filing almost annual applications for rate 
increases. The amount deemed to be the minimum necessary in 
this docket to allow Duke to attract eapital for its 
building prdgram and to allow .it to earn a fair rate of 
return on its in'vestment will result. in a cumulative total 
average percent·age increase of over 28,t to Duke's customers 
in about a three year t-ime •· .period.. Under these 
circumstances, inefficient and unduly discriminatory pricirig 
policies which may result in or accentuate erosion in 
earnings and add to the a mount of rate increases that might 
be requested, should not be permitted. 

(i) Cost of Service 

The eVidence in the Docket indicates that the Cost of 
service study accu~ately portrays the ··relationshi_t: of the 
different classes of service to the eosts of providing 
service to those classes, the revenues derived from sttch 
service, and the behefits to the system as a whole. The~e 
is no clear evidence that special allowances s~ould ~e made 
for any of the major classes_of sgrvice in. the consideration 
of the rate of return to be earned by that class. The 
~vidence in this Dodket contains no Studies, reports, or 
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other technical examination to indicate· tba'.t the 
return of any class of s9rvica,.except outdoor 
sh'ould deviate fro·m another when such deviation 
avoided by rate d~si9'n. level~ or ·structure. , 

rate of· 
lighting, 

can be 

There is no ·evidence in .this Docket to the effect that 
there exists anj non-homogeneity between the customers in 
Duke.ts 1·service area merely bec·ause they_ are situated ·on one 
side or the other of a cross-country line s8parating the 
Noith Carolina' governmen'.tal jurisdfctiOn from the South. 
Carolina -jutisdiction. .There is no e9'id-ence in this record 
t6 indicate that a total Company __ cost ·of· Service Study of 
the individual customers' classes would produce results 
which could not be used by either er J::ot_h the North Carolina 
Utilities Commi.Ssion or the South Carolina· Public Service 
commission. The jurisdictional cost of 'service studies 
would have to and do take irita · account such. differences that 
might result from different taJ.. rates -applicable to the: 
individu·a1 jurisdictions. There is eVidence that both the 
Allocation stlldy and cost of Service Study are uSeful in 
setting rates. · 

It can be · Seen." from the re.Sults' of i;he 1971 Cost of 
Service Study t·hci.t the GA clas·s ,of service paid a rate of 
return 'sl'ightly in excess of the overall rate of return and 
the R, Rlf', and G clasSes of service ·paid a'rate of return 10 
to 14 percent greater than the overall rate Of return in 
1971, while the RA, I, and IP classes ·paid up to 27.9 
percent less than-the average. It can also be seen that the 
R, RW, and G Classes Of service paid a .rate of return 35 to 
40 percent greater than ·the I class·, and the RA and GA 
classes paid a r.ate 'o_r return over 20 percent higher than 
the I class. Both the c,ompany•s and the st8.ff 1 s rates would 
greatly reduce these disparities in the rates cf return 
between classes. 

(ii} Rate Design 

It is the cohclusion .of tba Commission that the seven 
g7neral alld indu·strial schedules closed to nev customers 
since 1965 and the application of the general service W 
schedule to residential-service should be eliminated. In 
the early an·d mid-nineteen-sixties, Duke was still in a 
period of dec;-:lining. costs and was able t.o make a serieS of 
rate reductions. In making these reductions and 
establishing ·different rate str·uctures a certain few of the 
customers would helve ·been. subjected to increases. 
consequently, these customers ware allowed to remain on the 
old· schedules, but no new Customers were eligible to be 
served on thes.e schedules. Nov, in a period Of increasing 
costs arid rate increases, the Commission agrees with Duke 
that it wo\lld be more eguit8.ble for these schedules to be 
cancel~ed and for the customers now served on them to be 
served on schedules apptopriate to their classifications. 
It is further concluded that due to a rise in costs for 
reconnects, charge for reconnects should be · increased to 
$5.00. 
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The commission concludes that the• rates and charges .for 
any class of Service should normally recoVer all the costs, 
including a reasonable return, of prcving that service. If 
all classes of service earn revenues wh·ich exactly cover all 
costs of service, each class will earn the average rate of 
return, but the Commission concludes th~t some variation, 
within a reasonable range, in rates of return between 
~lasses, is acceptable and does not necessarily result in 
discrimination between classes of customers. ihe Commission 
further concludes that it is incumbent upon Duke to review 
its rate structure on a recurring b_asis in order to achieve 
a continuir.g minimum of disparity of rates of return between 
classes of customers. 

With the above in mind, it is concluded that both Duke's 
rate design and the Staff's rata design are in the range of 
reasonableness with Duke's being near the lower bound in the 
sense that it follows less closely costs of service both 
withih and between 'rate classes. However, the Commission 
conclud_es that consideration should be given to Duke's many 
years of expertise in rate design, tc the large increases on 
certain customers and the shortness of time.they would have 
to adjust to such ~ncreases if the staff rates design were 
to be instituted, and to the fact that Duke's ~reposed rates 
will move in the direction of charging all classes of 
customers on the basis of the cost to serve them. 

The commission therefore concludes that Duke's' proposed 
rate design should be followed. · 

The Staff of the commission has rendered yeoman ser.vice in 
the structure and resolution of the question of rates in 
this case.. Both by close and professioilal analysis of 
Duke•s present rate design and cOst of service studies and 

· by innovative analysis and projections of their own, they 
have immensely contributed to our enlightenment in these 
areas and clearly established that the least that must be 
done is to adopt Duke's proposed rate design which moves 
toward cost of service ratas. We commend them for their 
dedication and skill. The minimum customer cost is not 
covered under present rate scbedulgs and will not be covered 
by the_charge for 100 killowatt-hours on Bny of the rate 
schedules under the consideration on this· proceeding. It is 
the opinion of the Commission that an- effott should be made 
to bring minimum chargas more in line with the costs of 
service. However, the Commission recognizes the high 
percentage increase in low use charges which would be 
necessary at this tiihe to mak~ such charges cover costs •. 
Therefore, the Commission concludes that it is both 
reasonable and necessary to raise the minimum monthly 
charges to the level of -the charge for 80 KWH on the three 
residential schedules, such minimum charges to include BO 
KWH. The· minimum charges en non-residential service are 
already in line with these. charges. 
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(iii) Special Requirements for service 

The commission recognizes the benefits well-insulated 
buildings bring to our society. Not only do the owners and 
operators of homes ani ccmmercial and industrial 
establishments reap the ber.~fits of lower heating and air 
conditioning costs, but the society as a whole benefits from 
the conservation of natur'al energy resources and the labor 
and· capital expense n":!cess~ry to harvest thOse resources. 

Th9 Commi!:sion must applaud efforts , to effect a 
conservation of our energy re~ourc~s, and does commend Duke 
for its forceful efforts in the past to ensure that its 
electric heating customP.rs had insulated their structures 
satisfactorily. However, the Coumission must also recognize 
the dilemma W'hich th~ problems surrounding this matter pose. 

The first lemma is as follows: If Duke is allowed to 
continue to k~ep a separate RA rate schedule in the winter 
for electric heating custc~ers, and to require positive 
compliance with rigid insul~tion requirements before placing 
~he customer on the lcw9r RA schedule, the result would be 
(ll incr1?ased off-peak usage 1ue to the lower rate, which 
would henefi t the system if priced properly, (2) 
cons..,,rvation of energy .resourcas through the forced .use of 
qood insulation, and (3) pcssible discrimination agains~ 
those customers whose structures are not heated solely with 
electricity or are not Properly insulated. 

The second lemma is as follcws: Because of his greatly 
incr~ased electric usage, the customer who really needs the 
benefit of a lower rate is•the customer who does not have 
good insulation. This customer :night benefit the syst.em 
even more than one whos~ structure is insulated, assuming 
the rate is structured properly, because this customer would 
use more winter energy. The customer who places electric 
beat in a new addition to an gxisting non-electrically 
heated building would also benefit the system. If the 
insulation requirements were r~moVad, the result would he 
(a) the elimination of the discrimination from Result 3 
above, (b) increased off-p~ak usage due tc more Feople being 
exposed to the lower rate, which would benefit the system if 
priced properly, (c) increased complaints from customers who 
installed electric heating without prop_er insulation and 
thus used one to two times more energy for heating purros~s, 
and d) wasted energy resources by those customers who do not 
install adequate insulation. 

The commission recognizgs the desirability of Resul~s. I, 
2, a, and b, and the undasirability of Results 3, c, and d. 

These matters are of great interest to the peoFle of North 
Carolina, but the national scope of the entire range of the 
energy problems gives even greater weight to decisions made 
regarding energy use and energy waste. The people of North 
Carolina, and indeed the nation, c~nnot afford to continue 
to waste our resources through existing wasteful enterprise, 
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nor ·can we afford new ent:ar~rise which, either through 
haste, poor design, or misinformation, will be wasteful of 
our·resources and piace a b~rdenscme future upon us. 

"The Commission is in a unique position among agencies of 
our State charged with protection of the public welfare • 

. Through constant con-tact with energy related utilities, in 
rate cases and other investigations, and through its own 
activity and inquiry, the Commission is and has bP,en 
regularly made acutely aware of the impact an energy crisis 
would have upon the citizens of North Carclina. The 
Commission concludes that the adoption of a statewide view 
of energy problems related to fuel shortages, delays in 
generation facilities, and concomitant price increases is 
necessary. , It is the opinion of this Commission that we can 
no longer afford to limit our emphasis on the value of 
insulation to just electrically heated structures. We 
should make an 'effort to institute statewide building 
insulation requirements for all tiew structures, no matter 
what form of energy they use. Such requirements are not 
only desirable but are necessary for the continued welfare 
of the people of the State of North Carolina. 

Accordingly, the Commission concludes that it should 
direct its Staff to work with the Building code Council of. 
North Carolina toward the implementation of minimum 
insulation requirements· on all new buildings, i:hrougb the 
inclusion of th~se requirem~nts in the North Carolina 
Building Code. The Commissio !l concludes that it should 
further direct the Staff to solicit assistance in this 
matter from all utilities under its jurisdiction. 

While, under normal circumstances wherein the use of an 
insulation requirement as a basis for allowing access to a 
lower rate might be considered discriminatory, these are not 
normal times. The Commissicn :tust take notice of the effect 
of its actions upon the current energy crisis. To disallow 
Duke's reguirements for insulation be.fore those requirements 
have been made moot bY stat~vide insulation requirements 
would be to contribute to worsening of energy problems. T~e 
Commission concludes tha.t Duke• s insulation requirem~nts 
should remain in effec.t. 

(iv) Industrial Attraction 

The evidence in the record indicates that the Industrial 
customer class is being subsidized by other ratepayers. The· 
evidence also tends to indicate that electricity costs are a 
relatively small portion of the total production costs in 
most industries. 

IT IS;· THEREFORE, ORDERED: 

!) That effective on bills rendered on and after July t, 
1973, for service renden,d after June I, 1973, the 
Applicant, Duke Power company, is authorized and permitted 
to put into effect increased rates and charges. Such 
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increases ill rates shall produce no more total annualized 
additionai revenue as of the end of the test period than 
$21,150,000 being 77% of the increased revenue sought under 
the proposed rates of $29,376,000. 

2) That Duke will prepare 
its rate design procedures as 
to produce not more than 
annual revenue. 

rate schedules, 
testified to at 
an increase of 

in accord with 
the hearing, 

$21,150,000 in 

3) That the minimum charge for the thrEe residential 
schedules shall be the sam'=! as tl:a charge for, and ·shall 
include, 80 KffH and that the increased re'venues generated by 
these increased minimum charges are to be considered to be a 
part of, not an addition to, the $21,150,000 of increased 
revenues allowed above. 

4) That said rate design 
t973 and that said rates are 
rendered on and after July 
after June I , 1973. 

shall l:e 
to be 
I, I 973 

submitted by July I, 
effective on bills 
for service rendered 

5) That the rev·enues and r3tes of return on, net 01;iginal 
plant investment, plus allowance for working capital based 
upon 1971 sales, be calculated fcir each rate schedule under 
the rate _design proposed by 'Duke in obtaining the 
!·21, 150,000 increase with r~sults furnished to the 
commission no l~ter than September I, 1973. 

6) Th8.t effective on said above date, bills to customers 
now served on the 11 closed schedules11

, L, CA, I A, 2, 2C, 2D, 
fOG, will be rendered on tbe appropriate General or 
Industrial Service schedule. Bills to Residential water 
heating customers now being served on thew schedule will be 
rendered on the RW schedule on and after said date. 

7) That effective on and after July I, 1973, the 
nReconnect Fee 11 will be five dollars. 

8) That the rates approved under the Undertaking filed 
by Duke on December 6, 1972., are to be cancelled upon the 
effective date of the rates approved in this O~der. All 
revenue received from customers from the rates allowed under 
the Undertaking over and above the revenue that would have 
been realized had the rates approved herein been in effect 
since December 6, -1972 shall be re.funded, with interest of 
6% per annum, to each customer. 

9) That Duke shall complete and file with the commission 
annually by each April 30, a cost of Se_rvice study detailing 
the rate of return earned by each class of service and the 
customer, demand and energy components of revenue deductions 
and net plant investment and allowance fOr working capital; 
that such studies shall be bas-ad upon ,each calendar year's 
operations; that demand data used shall have been taken 
within two years of the end of the period under study; that 
sizes of distribution plant used in computation of customer 
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componen~s shall be the minimum sizes which vill meet the 
requirements of the National EleCtrical Safety ~ode and 
other like restrictions, and costs for such sizes of . 
equipment shall be actual costs, if available, or shall'be 
computed using statistical regression techniques and the 
minimum-intercept method; that each study shall include an 
analysis of the changes in customer demands, rates of 
return, and expense and plant factors which have occurred 
since the 1971 cost of Service Study, and that such studies 
shall continue to be made and filed with the Commission each 
year through ( 984, and thereafter i-n like manner unless 
terminated by the· Commission. 

JO) For any industrial customers having_unusually low 
load factor brought about by sporadic and infrequent 
operation of heavy power usage equipment, Duke is hereby 
ordered to immediately begin the review of the possibility 
and justification for, if ·any, of establishing an off-peak 
seasonal night-time rate which might encourage the use of 
such equipment at off-peak timgs. 

11) That Duke design and transmit to its· customers at the 
time of their next monthly billing following July I, !973, a 
final notice advising its customers of the increase in rates 
and the revissd rate schedules on which they are served. 

12) That all motions in the matter, taken under 
ad_visement and still pending, 11hich have not been made moot 
by the foregoing findings, conclusions, and ordering 
paragraphs are hereby denied • 

. ISSUED BY ORDER OF THE COMMISSION. 

This 21st day of June, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief clerk 

DOCKET NOo E-7, SUB 145 
DUKE POWER COMPANY 

HcDEVITT, CONCURRING. While I concur in approval of 
additional revenues totaling $21,250,000, the manner in 
which Duke is being allowed to increase various cla~ses of 
its customers does not fully eliminate discriminatory rate 
r€lationships favoring the Residential All-Electric and 
Industrial classes of customers, when viewed in light of the 
compelling cost-of-service evidence. 

The cumulative record of evidence in Duke's three rate 
cases since 1970, which have reslllt~d in rate increases 
totaling ov-ar $67,000,000, raises serious. ,.questions bearing 
upon the. justness of this rate incrt=ase, an increase which 
may not havg been required had Duke Power company planned 
and constructed adequate generating facilities and 
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negotiated long-term fuel contracts while there vas time and 
more favorable economic conditions. The near-tragic 
consequences of insufficient planning have regriired 
excessive expenditures under adverse economic conditions 
including such measures. as (I)' using gas turbi~es costing 
over $65,000,000, which have been called "monuments to poor 
planning" by knowledgeable power aui;.horities, to pro·vide 
normal load _generating capability, and (2) the practice of 
making fuel purchases on the open market due to the.absence 
of enfOrceable long-term ftiel contracts to ·adequately meet 
its needs. Illustrative of this ·point is that Duke now 
contends that it must build and maintain 25% reserve margin, 
in contrast to its histor;cal objective of 15% to 18% 
margin, and that had Duke planned vell enough to maintain 
anyvh~re between 1si and 20% margin, it would not be caught 
in its present dilemma. 

To compound its problems, Duke has engaged extensively 
and, in my opinion, excessively, through its various 
subsidiaries, in non-utility ventures including real estate 
and housing developments and coal mining,_ all of which 
constitute drains on managerial and company r€sources vhich 
Should have been applied exclusively to its primary function 
as a public utility. 

In my opinion, all of Duke• s problems are not due to. 
economic conditions and inflation. It is clear tO me that 
economic, demographic, and business indicators have been 
present -all along which would have enabled Duke to avert a 
substantial portion of the rate increases which it has been 
necessary to impose upon the ratepayers if greater emphasis 
had been plaC'ed by• Duke upon t:lanning and timely action with 
particular reference to generating facilities. 

1
John R. HcDevitt, Commissioner 

DOCKET NO. E-7, SUB 145 

WELLS, COMMISSIONER, CONCURRING. Having concluded the 
other pertinent portions of this Order; I would like to add 
a few observations and comments of my own. 

Both Duke and this Commission have an awesome 
responsibility in these times to do all within cur power to 
keep electric rates at th~ very minimum necessary to provide 
reliable service. I am not convinced that either party is 
satisfactorily meeting this responsibility. 

The commission is and has be-en woefully short of resources 
and manpower; consequently, our ability to review Duke's 
programs, activities, and expanses are compromised. Duke's 
problem may be that it has become accustomed to abundant 
resources and manpower; consequently, its a.bility to review 
objectively its ovn programs,. activities,· and expenses may 
be comprcmised. 
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I cite the example of Duke 1.s paying its former President 
(now retired) William B. McGuire, a consultant•s salary of 
$75,000 per year for only minimal services, while it is 
paying its senior engineering officer a salary of only 
$58,000 per. year_ for services and talents ·absolutely vital 
to the successful operation of the· enterp:!:ise. This 
circumstance indicat~s a curious order of priority; but more 
directly, it suggests that Duke's fiscal profile is not 
quite so conservative. as these times demand. Duke's obvious 
generosity to Mr. McGUire, m3.y be non-typical, but in this 
vein, it is worthy of note that Duke's administrative 
expenses are _rising more sharply than any other category of 
costs. 

Proceeding to another 
discussion in this Docket 
faith, an event which 
Carolina. 

are!, there has been considerable 
of D~ke 1 s baptism intc the nuclear 
is taking place at Oconee, South 

Devoutly as we trusted that, tathed in the waters of 
Keowee, armed with the miracle of the atom, nuke's rate of 
return would be redeemed, these things are not yet seen. 
swift and clear though the vat:rs be; profound and powerful 
though the atom be; the blessings of mother nature are 
overpowered by the vagaries of father time, to the end that 
Oconee is born a crippled giant, an ironic monument bearing, 
the woeful inscription, 

11 Of all sad words of tongue or pen, the saddest 
are these: it might have been 11

• 

The dream of cheap and abundant pover, springing forth 
from the uranium atom, so long purveyed by the electric 
companies and their industrial sisters, has gone with the 
wind, stolen away by capital c·osts, that insidious intruder 
whose quick fingers deftly tak; away not only the' gravy, but 
the- bowl as well, laaving for the poor ratepayer only th':! 
bi~ter taste of a tarnished s~con out of which he has been 
fed one time too many. 

Perhaps it is too soon to say that all the gold has been 
gleaned from Oconee; but if there is any left, Duke 
cer~ainly seems reluCtant to admit it. Pieces that do not 
fit, systems that do not work, plans re-planned, and last 
but certainly not least, g~vernment agencies which often 
impede rather than improv':!; ail these have combined to 
produce a result. far less premising than that envisioned 
when Oconee was Conc9ived. Th;re are many .questions yet 
unanswered, but for riow, it :1ppears that for al1 the fl',ight 
of the utility industry, it seams almost helpless to get a 
job like Oconee done efficiently or economically. Perhaps 
there are some forces of industry and finance not entirely 
devoted to th~ proposition that the consumers of this State 
should continue to enjoy the blessings and benefits of 
abundant, low-cost energy. It is entirely possible, if not 
probable, that these selfsame giants of commerce and 
finance, having seen our arpetite for energy sharpened by 
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their bait have sprung the trap, escape from whic.h may 
involve a ransom ve will suf-fer to pay. 

Duke alone is n·ot guilty; but neither is it guiltless. 
The simple .business expedient of re-pricing is not the 
answer to our ener·gy problems. The resources of this 
ccuntry must assuredly be consar.ved and no longer wasted, 
but it would be a. National disgrace, if not disaster, for 
those powerful few who find themselves now in the energy 
saddle to ride roughshod over all the rest. Energy stands 
at the threshold of our National economic life. Energy 
cannot--must not--beCome the monopoly tool of those whose 
avarice would deny the consumers of th.is Country a decent 
and comfortable standard of living. We--all of us-- in 
industry, in financ.e, in government, and in shop and home, 
should individu~lly and collectively insist that abupdant, 
low-cost energy be and continu3 to be a National Goal and 
commitment. It is already obvious that in order for us to 
attain this goal,. we must immediately commit ourselves to a 
federally sponsored, nationally financed crash program of 
energy research and development. coventional techniques, 
conservative efforts, disorganized competiticn, will not 
solve our energy problems. Ani solved they must be. The 
alternative is another way of life. 

Hugh A.' Wells, Commissioner 

DOCKET NO. E-7, SUB 145 

WOOTEN, CHAIRMAN, DISSENTING. The Majotity Ord~r in this 
case ailows a rate of return on Duke's book equity of only 
11 petcen't, and in this connection, I cannot concur and must 
dissent. It' is noted that this Commis'sion by Order dated 
February' 12, 1971, in· Docket tfo. E-7, Sub f20·, and by Order 
dated January 31, 1972, in Docket No. E-7, Sub 128, 
unanimously approved for Duke a rate of return on book 
equity of 12 percent. Likewis:, in Docket Nos. E-2, Sub 193 
and E-2, Sub 201, the commis~ion on February 26, 1971, and 
on February 17, 1972, unanimously approved a 12 percent rate 
of rettlrn on book equity for the other major electric 
supplier in this State, Carolina Power and L·ight company. 

How this Commission can unanimollsly approve rates of 
return of 12 percent for its maJor electric utilities in 
1971 and again in 1972, and then reduce the same in 1973 
during a period of continued g~neral inflation seems to me 
to be beyond logical comprehension, or explanation. 

On previous occasions, I have termed certain rate actions 
by this commission as "hi!re bones 11 , and it appears in this 
case that such a classification is inappropriate for the 
reason that not only is the acticn of the Majority a "bare 
bones" decision, they have b:re even chipped away portions 
of the bone itself. It would appear most appropriate, if 
any change in the level of rate of return on book equity is 
in order; during a period of inflation, that that change 
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would be accommodated only by an increase in such rate .of 
return and not as by the M3jcrfty provided, through a 
decrease. The actions by the• MajOrity herein bring to mind 
such inconsistent thoughts as "starve yourse1f into 
fatness", 11 spend yourself into riches", and 11 work yourSelf 
into comFlete rest 11 • 

Duke's continued h~avy investment and construction 
program, brought about by the demands of its customers, and 
its constant and ever increasing costs at all levels, would 
appear to produce results opposite from those which the 
Majority has provided. 

The application of Duke in this proceedjng Seeks an 
increase under the proposed rates to produce $29,376,100 of 
additional annual revenues, based on the customers connected 
at the end .of the test period an an annualized basis. This 
additional revenue would produce a rate cf return on 
original cost of 8.2 percent and a rate of return en common 
equity of 12.35 percent. When viewed in this context, I 
conclude that 100 perCent of this ~reposed rate increase is 
necessary to provide a fair rate of return tO Duke on the 
fair value of its prope~ty. Duke has demonstrated that it 
is entitled to_ the full increas3 sought in this proceeding· 
by· filing with this Commission data shoving the reports of 
Duke's projected (973 financial results before and after the 
proposed increase. This data demonstrates that the rate of 
return fixed on the test year vill erode substantially in 
1973. It is also noted ·that since the Commission allowed a 
f 2 pe,rcent rate of return in 1971 for both Duk8 and 
Carolina, neither company has aained the return so allowed. 
During an inflationary period, a utility cannot earn in a 
future period a rate~£ return allowed sOlely on the basis 
of past costs and revenue data. This is in accordance with 
the holding of the supreme Court of North Carolina in ~!s!~ 
vs. Robert Morgan, 278 N.C. 235 (1971). This has also been 
recognized by the Federal Povgr Commission in its Order 
dated December ('8, 1972-~ In Re Duke Power ComEanI Docket No. 
E-7557. The Federal Power Ccrr- mission stated, "It is evident 
that whatever rate of return ~e might find from the record 
in this proceeding to be just and reasonable cannot 
reasona~ly be expected to be earned by Duke under the 
tariffs· as filed. We will not attempt• tO apply abstrac·t 
theory in a vacuum in order to justify a reduction in Duke's 
proposed rat~s." The same rationale is equally applicable 
in this pioceedin·g and this commission should have approved 
the same. ThiS commission is obligated to weigh the affects 
of attrition in determining a fair rate of return. G. s. 
62-133 _(d) states, "The COmmissicn shal.1 consider all other 
material facts of record that vill enable it to determine 
what are reasonable and just rates." Duke's 1973 forecast 
data and the supporting testimcny clearly show that Duke is 
taking advantage of all reasonably obtainable productivity 
gains and that the expect~l productivity gains will more 
than be offset by rising costs. 
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An adeguate return - not only alloved, but actually earned 
- is essential if Duke is to continue to meet its obligation 
as an electric utility. By 1980, its generating capability 
vill hav'e to be more than dpubled if it is to be able to 
meet its proj~cted electrlc demands. The generating plant 
construction program alone am0~nts to more than $2.3 · 
billion. seventy-five (75) percent of Duke's capital 
requirements will have to be raised through th~ sale of 
securities to the public. these funds must be attracted, 
they cannot be coerced. 

In 1970, Duke's senior securities were downgraded from AAA 
to &A. In June of 1972, Standard and Poor 1s dropped the 
rating on Duke•s preferred stock from AA. to A and in late 
1972, the same agency reduced Duke's First Mortgage Bond 
rating from AA. ·to ~ and its preferred stock rating to BAA. 
This rating decline indicate~ a deteriorating financial 
condition·. 

The test period (twelve mont_hs ending June 30, 1972) did 
not include research and dev~lofmgnt expenditures for an 
additional $1 million which DUkg anticipates expending in 
1'973, and when these expenditures are made, Duke's rate ·of 
return will decrease. This ccmlliissioner is- still of the 
opinion that research •and development expenditures should be 
increased, -and, therefore, encourages Duke to· participate in 
the fast breeder reactor daveloFm~nt as outlined in the 
testimony of Hr. H~rn. It is noted that the Majority 
agrees, but makes no provision therefor. I vote to allow.an 
additional rate increas~ above that requested via a 
surcharge, to cove£ Rand D expenditures. 

I conclude from all of the evidence and all of the 
testimony and the entire record herein that the earnings of 
Duke have been reduced by increases in all expenses to such 
an extent that its ability to sell sufficient additional 
bonds and common and preferred stock to finance necessary 
construction of additional plant are placed in jeopardy 
under the present rates. 

The ability of Duke to provide adequate service in'its 
service area and to construct needed plant to meet• the 
increasing demand for electric service requires that its 
earnings be maintained at a level so as to attract the 
capital necessary for such program. The increased costs are 
amply supported in the record. 

Duke's capital structure, in the opinion of the writer, is 
within a reasonable ratio ranga. 

While the rate of return en common equity and the coverage 
ratio of interest charges are related, each has indep~ndent 
significance as a criterion of a utility's financial 
stability. I conclude in the iµstant situation that the 
revenues requireg for a reasonable rate.of return on common 
equity for Duke are also required in order to provide 
adequate coverage of its interest charges. 
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The absolute ■iniaum which this commission should grant in 
this case is a 12 percent return on book equity, which would 
produce $27,338,324 additional ravenues. Even this figure 
is unrealistically low when vi9wed in the light of the facts 
and circumstances of this casg and the inflationary state of 
this Nation's economy. 

I predict that the failure of the North Carolina Utilities 
Commission to face up to the facts of life ~nd move in the 
direction of granting book equity return for Duke in excess 
cf 12 percent, under the circumstance of this case, will 
result in higher costs to the ccmpany, and in the long run, 
■uch higher rates for the ratepayer. A penny saved for the 
ratepayer today will cost hi■ dearly, many times over, in 
the future in much higher rates. 

Increases in rates for electricity is not now, and never 
has been popular, yet an appropriate return must be allowed 
if the public is to be protecte1 from even higher rates in 
the f.uture. 

I find myself in general agreement with the comments, 
findin9s and conclusions of the Majority on the following 
subjects: 

1. Original cost 
2. Replacement Cost 
3. Fair Value 
4. Operating Costs 
5. Rate Design 
6. Rates 
7. cost of service 
8. Incremental Costs 
9. Rate Design and Schedules 

10. Special Requirements for sarvice 
II• Staff Competence and Contritution 

Having concluded that Duke has carried the burden of proof 
in this case, justifying its appli~ation in full, I must 
lodge this my dissent to the granting of anything less, in 
the light of my view of the clear evidence and its greater 
weight. My personal likes and desires incline ■e to a lust 
to vote against any rate increases for any utility, yet I 
cannot abdicate my statutory responsibilities to vote 
appropriate increases where justified, as here, all in the 
public interest. 

Marvin R. Wooten, Chairman 
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DOCKET E-7, SOB 161 

BEFORE .THE ,NORTH CAROLINA OTILITIES COMMISSION 

In the Matter of 
Application of Duke P.ower company for 
Authority to Adjust its Electric Rates 
and Charges 

ORDER ALLOWING 
COAL COST 
ADJOS!MENT CLAUSE 

BY THE COMMISSION: On November 30, 1973, Duke Power 
Company (hereinafter called. 11 D11ken) filed with the North 
Carolina Utilities Commission an application for authority 
to adjust its retail eleGtric rates and charges by the 
addition of a coal cost ad jus.tment clause to be rendered on 
monthly bills on and after January I, 1974. 

The requested coal cost adjUstment clause is intended to 
charge (or credit) each kilowatt..;hour sold with the proper 
share of the cost of coal which is above (or below) the 
est-ablished base cost. The base cost in the requested 
clause is 0.4745¢/KWH. The base cost Was computed from the 
actual cost of coal burned by Duke in October, f973 
(50¢'/MBTU) and the system average heat rate for coal 
generation for the twelve months ending OctobEr 31, 1973 
(9489 BTU/KWH). The clausa is a "KWH" or "I ooi efficiency" 
type clause which automatically adjusts for improvements in 
efficiency and fdr energy supplle'd by •Other solirces. 

Duke included in its application detailed explanations of 
conditions supporting its requested addition of a coal 
clause to it"? tariffs. A list of these condi'ticns follows: 

11 1. The commission has Authority tO Approve a Coal 
Clause ••• 

2. A Coal Clause is Essential to Protect Duke's Already 
Marginal Rate of Return 

3. A Coal Clause is Needed to Enatle Duke to compete in 
the Matket for Capital •• 

4. A ,coal Clause Would Reduce the Number of Costly Rate 
Cases • • • 

5. A Coal clause Would Contribute to the Conservation 
of Energy." 

In addition, Duke provided the affidavit of Mr. B. B. 
Parker, its Executive Vice President and General Manager, 
offering furlher support to its request for a coal cost 
adjustment clause. Hr. Parker's affidavit describes the 
supply and pricing problems of the coal industry being 
experienced and expected in the near future by Duke. 

From the verified application an_d the affidavit offered in 
this docket and the entire record in the matter, and subject 
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to furth'er evidence as may bE presented at a later date, the 
commission makes t~e following 

Cl) That Duke 
and existing under 
and subject to the 

FINDINGS OP PACT 

is a pub.lie utility corporation organized 
the laws of the State of North Carolina, 
jurisdiction of this commission. 

(2) That Duke is engaged in the business of developing, 
generating, transmitting, ,distributin•g and selling electric 
power· and energy to the gen-aral public within the state of 
North Carolina, with its principal office and place of 
business in Charlotte, North Carolina. ' 

{3) That in order to obtain the necessary capital to 
finance the generating, capacity which Duke reasonably 
anticipates, it must issue and sell securities in latge 
amounts which must come from outside financing, which comes 
at a time when· interest rates and cost of labor, materials 
and eguipment are at or near their all time high and at a 
time when the company's Common stock is selling below its 
book value for the first time in history. 

(Q) That the_ coal industry, particul8.rl'y in Districts 7 
and 8, is currently in an unstable condition, and is likely 
to remain unstable for some time, primarily because of 
rapidly increasing mining costs and competition for 
available supply from many companies re-converting to coal. 

(5) That Duke's current coal inventories have fallen well 
below tbs desirable level of a 70 to 80 day supply. 

(6) That Duke's financial condition is not EuffiCient to 
enable it to abscirb rapid large increases in its- coal costs 
without severe economic dislocations - and impairment in 
Duke•s· ability ·to continue to provide adequate and 
reasonably priced electric service in the future. 

(7) That a fuel cost adjustment clause is a viable means 
to enable Duke to help protect its financial integrity 
during a period of a rapidly fluctuating coal market. -

(8) That the -"KWH" or "100% efficiency" type clause, as 
filed by Duke~ is the most appropriate form of· fuel cost• 
adjustment clause. 

(9) Tha.t this coal clause is designed to return to Duke. 
only increased expenditures for coal and will not result in 
any increase in rates of return previously approved by th~ 
Commissfon in Docket E-7, Sub f59. 

(10) That the requested coal cost adjustment clause will 
not be operative unless and until coal costs increase above 
the October, 1973 level. 
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(I I) That this Docket (E-7, Sub 161) can be appropriately 
consolidated with Duke• s pending rate increase Docket (E-7, 
Sub 159) to provide opportunity for consideration of this 
matter concomitant with all of Duke's electric rates. 

CONCLU SICN S 

The current disturbances in th~ coal market, resulting in 
large part from the energy crisis, the increasing prices of 
all forms of energy and Duke's present financial condition 
lead this commission to the conclusion that Duke has shown 
good cause in writing and through affidavit and exhibits, 
reduced to writing, which justifies the approval of the 
requested coal cost adjustment clause. The requested coal 
clause is the moSt appropriate form of automatic fuel 
adjustment clause because it is the "KWH" or "100% 
efficiency" type which automatically adjusts for 
impro,vements in generation efficiency and generation by 
alternate sources. Furthermore, a fuel clause can be 
consistent with proper rate designs as it applies the 
increased cost of energy directly to the consumer using that 
energy. This coal cost adjustmant clause will only return 
to Duke increased expenditures for coal burned in -the 
generation of etectricity and should beip stabilize but not 
increase the rateS of return earned by Duke; therefore, the 
commlssion is of the opinion that the coal clause should be 
approved. However, recognizing the fact that there has been 
no hearing and no opportunity for complaiµts, testimony or 
cross-examination, the Commission deems it appropriate to 
consolidate this Docket ("E:-7, sub 161) with the E=ending rate 

· increase Docket (R-7,, sub ! 59) to afford opportunity for 
further review and final disposition of a fuel cost clause 
as a part of the consideration of all rates of Duke. 

IT IS, THEREFORE,· ORDERED: 

, • That effective on bills rendered on 
19, (974 for service rendered on and after 
with· respect to coal burned on ~nd after 
the Applicant, Duke Power company, is 
permitted to put into effect the coal cost 
attached to its application as Exhibit B. 

and after January 
December 19, 1973. 
November I, 1973, 
authorized and 

adjustment clause 

2. That Duke Power Company _w-ill report to the Commission 
on a monthly basis the amount of the fuel cost adjustment 
and the factors and colllputation::;. used in its derivation. 

3. That Docket E-7, Sub 161 is hereby consolidated with 
Docket E-7, sub ,sg and all evidence heretofore presented in 
this matter. is subject tO cross-examination and further 
review before final disposition as a part cf Docket·E-7, Sub 
I 59. 

ISSUED BY ORDER OF THE COMMISSION. 
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This 19th day of December, 1973. 

(SEAL) 

·NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, ~hie£ Clerk 

DOCKET NO. E-7, SUB 161 

WELLS, COMMISSIONER, DISSENTING IN PART AND CO~CUFRING IN 
PART. For the time being, I will concur that· a coal cost 
adjustment .Clause is an appropriate interim means of 
achieving a.reasonable degree of consistency in Duke Power 
Company• s earnings so as to . reasonably enable them to 
continue to finance their construction program. Hy 
difficulty with the coal adjustment clause approved in this 
Order is that it is a. I 00% recovery clause, which means that 
Duke will be recove·ring all of the additional cost of coal 
incurred by it while the clause is in effect; whfch would 
apparently eliminate any in•centive for ·Duke to acquire its 
coal at the lowest possible cost or to maintain the most 
efficient generation mix. In addition, there is the 
question as to whether Duke's present rate design is such ·as 
to appropriately balance dem~nd cost and energy cost. If 
such be the case, adopting a 100% efficiency coal adjustment 
clause will serve·only to make had matters worse vis-a-vis· 
the relationship of demand to ene.rgy cost in the rate 
design. I therefore feel that the coal cost adjustment 
clause should contain an· efficiency fac1::or at something less 
than I 00%. The commission staff recommended an 85% 
efficiency factor, and based on their recommendation, it 
would be my finding and conclusion that this is the leTel at 
which it should he fixed. 

Bugh A. wells, Commissioner 

DOCKET NO. ~-22, SU~ 141 

BEFORE THE NORTH CAROLINA UTILITIBS COMMISSION 

In ·the Matter of 
Application of Virginia Flectric and Power company) 
for Authbrity to Increase its Electric Rates and ) ORDER 
Charges ) 

PLACE: 

DATE: 

BEFORE: 

Commission Hearing Room, 
Raleigh, North Carolina 

Ruffin Building 

January 23-26 and February 20-23, 1973 

Commissioner Hugh A. Wells, Presiding; 
commissioners John w. McDavitt and Ben E. 
Roney; Chairman Harvin R. Wooten 
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APPEARANCES: 

For the APpliCant: 

R. c. Howison, Jr. 
Jcyner & Howison 
Attorneys at Lav 
Wachovia Bank Building 
Baleigh, North Carolina 

Evans Brasfield, Guy Tripp, Allen Barringer 
Bunton, Williams, Gay & ·Gib.son 
Attorneys at Lav 
700 East Main Street 
Richmond, Virginia 23219 

For the Intervenors: 

I. Beverl1 Lake, ~r. 
Attorney General's Office 
Ruffin Building 
R1ileigh, North Carol"ina 

For: The Using and Consuming Public 

George A. GoOdvyn 
Fountain •& Goodwyn 
Attorneys at Lav 
P. o. Box 615, Tarboro, North carolina 

For: Northeastern cotton Ginners Association 

L. Frank Burleson, Jr. 
Revelle, Burleson & Lee 
Attorney at Law 
201 E. Hain Street, Drawer 448 
Murfreesboro, North Carolina 27855 
Appearing for: Hertford County Board of Education 

William T. crisp 
crisp & Bolch 
P. o. Box 757, Raleigh, North Carolina 27602 
Appearing for: 

Municipalities cf Roanoke Rapids, Ahoskie, 
Plymouth, Rich square, Roper and Weldon 

W. W. Speight 
James, Speigh_t, Watson 6 Brewer 
Greenville, North Carolina 
Appearing for: 

Pitt county and Pitt county School Board 

w. L. Cooke 
Pritchett, Cooke & Burch 
P. o. Box 9, Windsor,. North Carolina 27983 
AppEaring for: Bertie county Board of Education 



_Nicholas Long 
Attorney at Lav 
P. o. Box 535 
730· Roanoke Avenue 

RAUS 

Roanoke Rapids, North Carolina 
Appearing for: 

The City of Roanoke Rapids, Nor.th Carolina 

W. Lunsford crew 
Attotney at Law 
Box ·1 60, Roanoke .Rci._pids, NOrth Carolina 
Appear;ng :for: Halifax c·ounty Board of Edttcation 

For the commission I s Staff.: 

Maurice w. Horne 
Assistant CommissiOn Attorney 
Ruffin Building 
Raleigh, North-Carolina 

CHRONOLOGY OP EVENTS 

143 

This proceed•ing vas insti.tuted on July 27, 1972, with the 
filing by.Virginia Electric and Power company (hereinafter 
called VE~CO) for authority to increase its electric rates 
and charges for its ~~tail customers in North Carolina. The 
propos_ea rates would increase revenues from Resid1fntial 
Sales by atout 12%. The total increase for small General 
Service. would be"ab6ut 12.7%, and.the L{;lrge General Service 
revenue would increase by about 91. These _percentages would 
vary for each customer aepending on his ei'nergy use. These 
proposed rates seek to preserv-3 :the general relationships 
between Classes of customers as established .in VEPCO's 
general rate case Docket No. E-22, Sub I f8. 

Included in the Application is a request by VEPCO for 
app-roval by this Commission of a fossil fuel adjustment 
clause that would· iilcrease or decrease charges for all 
metered service to reflect increases and. decreases in the 
cost of fossil fuel per kilowatt hour generated. 

VEPCO alleges and contends that the· total increases 
applied for would prodtice $2,480,000 of additional revenue 
from North CaroliDa retail operations, based on operations 
during the test period endihg December 31,. 1971. The 
Application further alleges and contends that said 
$2,480;000 .of additional revenue is sought by VEPCO on the 
grounds t·hat said revenue is :ceguired to ef·fect a fair 
return on investment due to increased investment on 
construction of adequate reserves. This additional re.venue 
would give- VEPCO a rate of return of 8.56% on the .net 
original cost of its rate base components used in its North 
caroliDa operations subject to this commission•s 
jurisdiction, said rate of return being that recently 
authorized by the State Corporation Commission of Virginia. 
To •obtain this rate of return in- North Carolina, VEPCO 
alleges that it can no longer ask for uniform rates in the 
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two st.ates; and further that due to higlier costs to serve 
North Carolina customers, the rates reguested are 
necessarily higher than those granted in Virginia. 

By order of August 31, 1972, the commission, !.n1fi !li~, 
declared the Application to be a • general rate case, 
suspended the proposed rates, revised the test period from 
the twelve month period ending December 31, (·971, to the 
twelve month period ending Jun~ 30, (972, and set the matter 
for investigation and hearing, requiring VEPCO to give 
notice of its Application. 

Errata Order, correcting discrepancies in 
commission I s August- · 3 f, 1972, order, was 
Commission on September 6, 1972. 

Exhibit A qf the 
issued by the 

order Requiring VEPCO to off ar Cost of Service studies was 
issued by the Commission on November 8, 1972. 

Motion by Commission staff for Extension of Time to File 
Testimony and for Separated Hearing vas entered by the 
Commission on December 6, 1972, a.nd _allowed by Order of 
December 6, 1972. · 

Notice of Intervention by the Attorney General of North 
Carolina, for and on behalf of the using and consuming 
Public of the State of North Carolina, and Motion of 
Attorney General for Separate H3aring and Extension of Time 
for filing expert Testimony were filed with the Commission 
on December' 20, f972, and· Order Recognizing Intervention of 
the Attorney General, Allowing HOtion to Participate in 
Separate Hearing and Extension of Time to File Testimony was. 
issued by the Commission on December 21, 1972. 

Notice of Procedure for Receiving Testimony was given by 
Order Of the Commission dated January 2, 1973. 

Petitions to Intervene verg filed with the Commission on 
January 15, 1973, by the Hertford county Board Of Education 
and the Northeastern cotton Ginners Association and alloVed 
by orders cf the Commission dated January 16, 1973. 

Application on January 23, 1973 by the City of Roanoke 
Rapids for Leave to Intervene was allowed by the Commission. 

Petition to •Intervene by the Municipalities of Ahoskie, 
Plymouth, Rich Sguar·e, Roper, and Weldon, dated February 19, 
1973, was al-loved by the Co.mmission. 

Public hearing was held in tha Ccmmission Hearing Room, 
Ruffin Building, Raleigh, North Carolina. The first section 
of the hearing began on Januaiy 23, 1973, and extended 
through four hearing days. The second part of the hearing 
began on February 20 and extended through £Our hearing days. 
~he hearing concluded on February 28, 1973. Counsel for all 
parties appeared as shown abova. 
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On February 9, 1973, VEPCO filed vith the Commission an 
Undertaking to place the suspended rate increases into 
effect on servicg rendered on and after "arch I, 1973, 
pursuant to the provisions of G.S. 62-135. By order of 
February 12, 1973, the commission approved said Undertaking 
and required, in!~ SliS, that notice of the increase be 
published in general circulation newspapers in the affected 
service area and be posted and available by mail on request, 
and issued in a general news release. 

Oral argument on the motion and alternative motions by the 
municipalities of Roanoke Rapids, Ahqskie, P.lymouth, Rich 
Square, Roper and Weldon and the Hertford County School 
Board to, inte~ alia, dismiss the application of VEPCO as it 
pertains to the movants, was heard by the ,Commission on 
February 26, 1973, and briefs vere filed by respective 
parties. order Denying the Principal Motion; Denying 
Alternative I at This Tlme, and Denying .Alternative II •was 
issued by the commission on February 27, 1973. 

At the · close of all the evid~nce, the parties requested 
and vere granted leave to file briefs 30 days after the 
mailing of the last volume of the transcript. 

witne~ses 

Virginia Electric and Power company offered testimony and 
exhibits of witnesses as follows: 

~ohn M. McGurn, Chairman, 
Chief Executive Officer of VEPCO, on 
of the company; 

Board of Directors and 
the general operations 

T. Justin Moore, President of .VEPCO, on, in!~ .s!lig, 
the financial conditions which necessitated VEPC0 1 s filing 
for additional revenues; 

Alvis M. Clement, Senior Assistant Trea6urer and 
Assistant Secretary of VEPCO, oh the adjus~ed financial and 
operating data of the total company and allocations to North 
Carolina operations; 

Robert s. Gay, 
0 

Managgr • of Rates and Contracts for 
VEPCO as to rate structure and tb~ design of rates; 

John J. Reilly, Ebasco services, Inc., Nev York,'as 
to the trending of original cost of ,electric utility 
property· and fair value rate base; 

William w. Carpenter, Ebasco Services, Inc., New 
York, as to, -inter alia, tb-e- methods used in the 
jurisdictional allocatioll- and cost of service studies, and 
the fuel clause; 

c·harles 
Washington and 
common equity; 

F. Phillips, Jr., Prof9ssor of Economics at 
Lee Universit_y, as to rate cf return on 
and 
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Carl H. Seligson of Hetrill Lynch, Pierce, Fenher and 
Smith, Inc., New York, as to rate Of return. 

Public Witnesses appeared and tastified as folloVsi 

Mr. Giles Hopkins, Executive Vice President, Roanoke 
Rapids Area Chamber of commerce, presented a statement on 
the impact of the proposed increase on local governmental 
units atld the necessity -£Or keeping North Carolina rates 
competitive with rates in Virginia; 

J'ohn tt. Oliver·, Executive Director of Halifax 
Industrial Develop~ent commission, presented a statement to 
the effect of the proposed increase on the competitfve 
status of Northeastern Nor~h Carolina in attracting 
industry; 

Phillip Beaman, Superintendent of the Camden 
Board of Education, presented a statement ·as to the 
of the proposed increase on the operating c~sts 
county ,schools; 

county 
effect 
of the 

L. 
church in 
amount of 

P. Jackson, Minister of Rosemary United Methodist 
Roanoke Rapids, presgnted a statement opposing the 
the requested rate incrsase; 

I. H. Billiard, Weldon, N-. c., presented a statement 
from the Halifax County Branch of the NAACP ·in opposition to 
the proposed rate increase; 

Dr~ Raleigh Dingham, E%ecutive Secretary, North 
c~rolina SchOol Board Association, presented a statement 
opposing the rate increase; 

Howard L. Bloom, operator of Howard Bloom Resta\ltant 
in Roanoke Rapids, presented a statement as to the effect of 
the proposed increase on his business; 

s. D. 0 1 Neal, superintendent of Washington County 
Schools, presented ·a statement in opposition to the proposed 
rate increase; and 

R. R. Manz, Power superintendent, Albemarle Paper 
Company, Roanoke Rapids, and a me·ulber of the Roanoke Rapids 
school Board presented statements as to the effects of the 
proposed rate increase on Albemarle Paper comtany and the 
schools of Roanoke Rapids. 

Intervenors app~ared and testified as follows: 

w. Lunsford crew, Attorney, presented a statement on 
behalf of the Halifax county Board of Education opposing the 
requested rate increase; 

James L. Keeter, Assistant superintendent, Pitt 
County Schools, testified on bghalf of the intervenor, Pitt 



RUES 

county School Board,, as to the effects of the proposed 
increaSe on the school system•_s tudget; 

s. w. Oakley, Hayer of the Town of Weldon, presented, 
a statement as to the effects of the proposed increase on 
the town and 'in opposition to. the increase; 

Tom Hughes, city Manager of Roanoke Rapids, presented 
a statement as to the effects of ~he proposed increase on 
Roanok~- Rapids, and in opposition to the· increase; 

K. F. Adams, •Mayor of Roanoke_ Rapids, presented a 
statement on behalf of the City of Roanoke Rapids and 
VEPC0 1 s residential customers in that city in opposition to 
the proposed rate increase; 

R. P. Hattin, Superintendent of. Hertford County 
Schools, presented a statement as to the effects of the 
proposed increase on the county school system and opposing 
the amount of the requested rate increase; 

Larry T .. Ivey, Personnel ni·rector and Superintendent
elect for the Bertie county •Board of Education, presented a 
statement as to the effects of the proposed increase on the 
county school system; 

Rex carter, North'ea.stern cotton Ginners Association, 
presented a statement.in opposition to the proposed rate 
increase· and the minima·l demand charge of VEPCO; 

J .. R. Bradley, Superior Ginning Company, presented a 
statement in opposi-tion to the minimal demand charge of 
VEPCO; 

James Outland, Rich Sguare Ginnihg Company, presented 
a statement as to the effect of the demand char.ge on the 
cotton ginning industry; and 

Wal.lace G. Johnson, Cotton Ginning Marketing 
Specialist, North Carolina Dapartment of Agriculture, 
testified as to the electric rates applicable to cotton 
ginners in various areas of North Carolina. 

The Attorney General offered testimony Bnd exhibits of 
witnesses as follows:, 

Dr.. Charles P. Jones, Assistant Professor of 
Economics, North Carolina State University, as to rate of 
return required by VEPCO and ' 

Dr. Charles E .. Olson, Associate Professor in Public 
Utilities and Transportation, UniverSity of Maryland, as to 
rate of return and rate design. 

The Commission staff offered the testimo.ny and exhibits of 
witnesses as follows: 
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F. Paul Thomas, senior staff Accountant, as to the 
Staff's audit of VEPCO's ~ooks; 

Norman .E. Tucker, staff Engin~er, as to VEPC0 1s 
methods of jurisdictional. allocation an4 the.Staff's review 
of this study; 

Andrew w. Williams, Staff ·Engineer, as to .the 
advantages and disadvantages of the proposed fuel clause; 

Allen L. Clapp, staff "Elnglneer, as to his review of 
VEPC0 1 s 1971 Cost of Service study and its. accuracy; and 

Professor Jlobert M. Spann,· Assistant Professor of 
Economics at Virginia Polytechnic Institute and State 
University, as to rate of return·, cost: of capital, and his 
reccmmendations about rate design regarded in VEPco•~ 
preparation. 

EVIDENCE 

PAI~ VALUE OF PLANT IN SERVICE 

Bagk.9~yng 

G. s. 6.2-133 ·provides that the Commission shall ascer·tain 
·the fair value of the plant in ·service. at the end of the 
test period, considering o.riginal cost, replacement costs, 
any other factors relevant to the present fair value of the 
property, and following the determination of fair value, fix 
a rate of return on the fair value of the property as will 
enable the utility by sound managemen_t to produce a fair 
profit (to VEPCO's stockholdars), 11considering changi,ng 
economic conditions and other factors as thel exist, to 
maintain its facilities and s9rvice in accordance with the 
reasonable reguirem~nts of its customers in the territon 
covered hI its frangh,ise,, and ~O compete in the market for 
call tal funds on terms which are reasonable and vhi'ch S~§ 
fair to its customers and to exist.in.g j.nvestors. 11 G.S • .§.,6-
.LlJ (emphasis added) 

Di SCU§.S~.Q.!l 

Before entering upon a discussion of the fair value of 
VEPCO's properties, it is incumbent upon the Commission in 
light of the opinipns of the Stfpreme cciurt and the court of 
Appeals to consider, in!~[ sli~, the teplacement cost of 
VEPC0 1.s. property, inasmuc~ as the Company offered testimony 
regarding replacement ·cost: G.S. 62-133(b) (I) provides, in 
part, that replacement co_st may be determined by trending 
such a ~§§.Q!l,sbl~ depreciated cost to current cost levels, 
or by any other ~S2Q!ls~!~ method •. The commission 
interprets G.s. 62-133(b) (I) to mean that "replacement cost" 
(or "reproduction cost new") envisions the reconstruction of 
utility plant in accordanc9 with modern design and 
techniques and vith the most up-to-date changes in the state 
of the art in power supply and distribution. On the other 
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band, "reproduction cOst" (or trended original cost as 
pre.sen tea. by Company Witness Reilly) is fOunded up(!n the 
premise that, if destroyed, th~ plant vould be rebuilt with 
inefficiencies and outmoded obsolete ·design included. 
consequently, replacement cost envisions a higher level of 
evidence than that of rqproduction costs alone. 
Accordingly, if the "replacem'!nt cost 11 study of the company 
in this proceeding is to be accepted, it must be based upon 
~§.2!!S]lI~ methodology in order to be of compelling and 
sufficient §!.!~!!£g of replacement cost.: Therefore, while 
the trending of plant on a "brick-for-brick" basis offers 
some evidence of replacement cost, the ~arious major plant 
accounts must be considered individually in terms of 
advancements in the art and wheth~r much more efficiently 
and economically designed plant would be constructed today 
instead of plant designed and installed up to 30 or more 
years earlier. The value of replacement cost is also 
influenced by the condition of the plant as judged from an. 
adequacy of service standpoint. In this case, adequacy of 
service was not in issue and hence no deductions were made 
in the findings of replac9ment cost for reasons of 
inadequate service. 

(i) Original Cost 

The first factor presct'ibed by the Statute in determining 
fair val"ue,_ the original cost (less depreciation) of VEPCO'•s 
investment in plant is not •substantially disputed. Ther~ is 
no dispute as to the retail allocations of that portion of 
the plant devoted to North Carolina retail service. The 
original cost gross plant in service, as computed by t.he 
staff, was found to be $85,315,lfS. The depreciation 
allowance- was audited by the Ccmmission Staff, and the 
depreciation rates used do not require adjustments. 
Depreciation reserve allocated to North Carolina retail 
business amounted to S!S,884,992, contributions ih aid of 
construction amounted to $206,931, resulting in a net 
electrical plant in service of $66,.223, 192 (not including an 
allowance for working capital of $1,930,466). 

(ii) Replacement cost 

In estimating the fair value of VEPCO's. plant, a 
replacement cost study vhich envisions replacing the utility 
plant in accordance ·with modern design and techniques and 
the most up-to-date changes in tbe state of the art was not 
performed by Company Witness .Reilly. The study performed by 
Mr. Reilly trended the 'original cost of the plant to the 
June 30, t972 price level. 
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Mr. Reilly testified substantially as follows: 

Trended original costs were calculated using the Handy 
Whitman Index of Public Utility Construction costs. The 
calculation Of accrued depreciation applica·ble to the 
trended original cost was made in accordance With the 
straight line method applied on a groQp plan. Specific 
estimates of average life and Iowa type survivor curves were 
made for each class. ·of property using the ccmpany•s own 
retirement experience as a basis of judgment. These were 
used to estimate the average condition .percent of the 
trended original Cost or the trended original cost · less 
depreciation expressed as a percent of the trended original·
cost. obsolescense was taken care of through depreciation 
and not through the trending process. 

I1r. Reilly determined 
30, (972 price level of 
service at July I, 1973, 

a trended original cost to the June 
the Company's utility plant in 

as follows: 

Total Production Plant $I, 02 3, I 03, 279; Total 
Transmission Plant - $473,706,133; Total General Plant -
$48,624,979i Total N. c. Distribution Plant - $71,951,991-; 
and Total common Plant (Allocated to Electric) 
.$f9,297,774. He estimated the accrued depreciation 
applicable to the trended original costs yielding trended 
original costs, less depreciation, of the Company's electric 
plant in service at June 30, 1972, as follows: ~otal 
Production Plant - $65 B, 90 I, I!: 2; Total .Transmission Plant -
$375,693,016; Total Genera·! Plant - $33,039,006; Total N. c. 
Distribution Plant $48,447,854; and Total common Plant 
(Allocated to Electric) - $11,426,153. These trended costs 
resta"te the cost of the plant as it existed. at Jtine 30, (972 
making a~lowance for factors of obsolescense and inadequacy 
and other factors in the depreciation that was applied to 
the trended original cost. 

FAIR RATB OF RBTURN 

As provided by G.s. 62-133 (b) (4), the North Carolina 
Utilities commission is charged by lav to "fiz: .§Uch n!.£! of 
return on the fair value of the _Ero~rty as -will enable the 
~ublic utility b1 sound man3gem~nt tc ~rodµce a fair .m;ofit 
for its stockholders, ••• ~nd to, com~te in the market for 
ca.Eital funds on terms which are reasonable and which are 
fair to its customers and to its existing investors." 
(emphasis added) 

The expert witnesses testifying on accounting procedures, -
rate of return, and finances of Virginia Electric and Power 
Company have expressed differences of opinion as to a fair 
rate of return necessary to p~ovide a fair profit for 
stockholders under this requirement. 
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E.Yide~cg 

Hr. T. Justin Moore, Jr., President of Virginia Electric 
and Power Company, testified concerning the Compa.ny•s 
financial condition and future financial requirements. ~r. 
Moore testified tha·t VEPCO is obliged tO invest 2. 1.$ billion 
dollars in additional facilities during the five (5) year 
period t972 - 197&. Of this amount, 1.s billion must be 
raised from the sale of securities in the. financial market. 

Mr. Moore testified that revenues have not increased in 
proportion to substantial increases in the cost of VEPCO's 
electric operations. The increases in cost include 
substantiall'y all items involved in producing and 
distributing electricity including the increases in the cost 
of capital required to pay for new facilities. While 
interest rates remain substantially above VEPC0 1 s embedded 
interest cost, there is not likaly to be any dramatic 
technological advance or inc·rease in the ec6no-mies of scales 
sufficient to offset the steady erosion of. financial 
position that is taking place. 

Mr. Moore further testified that VEPC0 1 s preferred stock 
has been .downgraded from Aa to A. VEPCO sold 50 million 
dollars of preferred stock in September 1972 at a dividend 
rate of $7.72. Had .VEPCO been able to maintain its ~a· 
rating this dividend rate would have been perhaps 20 basis 
points lower. If VEPCO's bonds were to be downgraded from 
Aa to A, it would likely.cost the company 20 basis points or 
.2% more in interest on its bonds. This would cost the 
company over the 30 year life of such bonds an additional 6 
million dcllars in interest for every 100 million dollars of 
bonds, issued, and VEPCO has been issuing bonds at the rate 
of over 100.million dollars per year. 

Dr. Charles F. 
lfas.hington and L'=!e 
offered testimony 
and ra_te of return. 

Phillips, Jr., Professor of Economics at 
University, witness for tbe company, 
an·a exhibits concerning costs of capital 

Dr. Phillips testimony presented studies and conclusions 
relative to the cost of. capital of Virgi1lia Electric and 
Power company including the effect on the company's cost of 
capital should the commission for rate-making purposes add 
to the eguity component the increment by which the fair 
value of North Carolina property exceeds their net original 
cost. 

Dr. Phillips testified that bis decision as to the cost of 
capital or fair' rate of return to the company involved basic 
economic criteria, a revi~w cf the current economic 
environment, an analysis of the cost rate required to 
service the senior capital, an analysis of the rate of 
earnings required for the company's common stock equity and 
a compositing of the cost of senior capital with the cost of 
common stock equity in: the capital structure to determine 
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the company•s overall cost of capital or fair rate of 
return. 

Dr. Phillips testified that 
including preferred stock to the 
test year was 6.01% and the cost 
the company is 13.5%. 

the embEdded cost of debt 
company at the end of the 
of commaµ equity capital to 

Dr. Phillips testifi~d that the overal~ cost of capital or 
fair rate of return allocated ~o North Carolina 
jurisdictional service aft~r the inclusion of the fair value 
adjustment tO the equity collponent to be 8.731. This 
computation was based upon the addition of $'16,008,000 to 
the equity component with cost rates of 6.01% for debt, 131 
for common equity and 0% for tax deferrals. 

Hr. Carl H. Seligson, Vice President of Merrill Lynch, 
Pierce, Fenner & Smith, In~oip·orated, witness £or the 
company, testified to the adeguacy of the proposed rates of 
Virginia Electric and Power Company for the company to 
attract tbe capi1;.al required to provide the necessary 
service to its customers. 

Hr. Seligson testified that in order to preserve its 
financial integr-ity, maintain its credit and raise the 
required capital, the company must be permitted to earn a 
sufficient amount to provide a satisfactory coverage of 
interest charges ratio and preferred dividend requirements 
vhile maintaining a reasonable balance in its capital 
structure. 

Mr. Seligson testified that the company in order to 
attract capital at reasonabl~ rates should maintain an 
interest coverage ratiO of no less than 3.0 to 3.5 times. 
The proposed rates in this proceeding when added to total 
system operations would' provide a pro forma interest 
coverage of 2.92 times. 

Hr. Seligson testified that vith the company•s pace of 
load growth, and consequently the growth in required plant 
and capital, the present and projected ratio of interest 
coverage is lo.w and in his judgement the return on common 
equity for ·the company should be sufficient to provi4e the 
adequate cOverage ratio and should be set vith current 
alternate investment returns considered. To this end Hr. 
Seligscn recommended that a return on common equity of rq~ -
15% would be an appropriate level. 

Dr. Robert M. Spann, Assistant Professor of Ecqnomics at 
Virginia Polytechnic Institute and State Oniv'ersity, witness 
for the commission Staff, offered testimony and exhibits 
concerning the cost of capital and the fair rate of return. 
Dr. Spann testified that the determination of the cost rate 
to apply to the debt and preferred stock or senior equity 
components of the capital structure is not extremely 
complicated. However, the deter~ination of the cost of 
equity capital is much more complex. Tbe difficulty 
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involved in estimating the cost of 
when it is observed that equity 
contractual obligation. 

equity capital arises 
financing in~olves no 

The key criterion in the cost of equity capital estimation 
or in investment decisions is the rate of return the 
investor expects to earn. The cost of this equity capital 
to a firm as a theoretical proposition can be determined 
precisely through the method known as the Discounted Cash 
Flow Method (DCF). 

Dr. Spann presented cost of capital estimates for VEPCO 
from three sources, VEPCO data, a regression study and a 
sample of eight electric utility risk equivalent common 
stocks. The cost of capital estimates encompassed various 
growth rates at 5, 10 and Is year intervals. Dr. Spann 
testified that 11 Incorporating all these factors, plus the 
fact that cost of equity estimates were generally lower vhen 
VEPCO data vas included than when it ~as excluded, leads to 
a cost of equity capital estimate of 10.8% to 11.4% 11 and 
most likely VEPCO's cost of eguity capital is in the lower 
end of this range. 

Dr. Spann testified that the embedded cost of debt as of 
December 1972 vas 5.94% and the cost rate for preferred 
stock vas 6.77%. 

Dr. Spann further testified that the cost of capital and 
the fair rate of return to VEPCO based on the capital 
structure as determined by the commission staff is in the 
range of 7.42% to 7.61%, and that the cost of capital on the 
capital structure advocated by the company would increase 
the rate of return to 7.75~. therefore, Dr. Spann concludes 
that the probable range on a fair rate of return to VEPCO is 
7.42% to somewhat under 7.75%, but definitely no higher than 
7.75%. 

Dr. Charles P. Jones, Assistant Professor of Economics at 
North Carolina State University, witness for the _Attorney 
General, offered testimony and exhibits concerning the co·st 
of capital and the fair rate of return. Dr. Jones testified 
that estimation of the cost of equity capital is the most 
difficult part in determining the cost of capital to a 
utility, and in measuring the cost of equity capital one 
must consider both return and risk. 

Dr. Jones implemented the Discounted Cash Flow Hethod, a 
method accepted and widely used by students of finance in 
calculating the cost of equity capital, in arriving at his 
estimate of the cost of eguity capital to VEPCO. 

Dr. Jones testified that tbe cost of existing equity 
capital for VEPCO is J0.56% and the flotation costs in,olved 
in se~ling new common stock is around 3.si. In considering 
the cost of existing equity capital and the flotation costs 
associated with the selling of new common stock, Dr. Jones 
testified t.bat. I 0.94% is a fair and even slightly 
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11 stretched 11 basis to use for the cost of equity capital to 
VEFCO. 

Dr. Jones further testified that the weiJJht given to each. 
component of the capital structure and the embedded cost of 
debt and preferred stock us~d in _his determination of the 
overall cost of capital were the same as thos.e used by the 
rate of return witness for- the company. Dr. Jones found the 
cost of caFital and the fair rate of return to VEPCO to be 
7.44%. 

Mr. Alvis H. Clement, Senior Assistant Treasurer and' 
Assistant Secretary of Virginia Electric and Power Company,. 
offered testimony and exhibits concerning rates of return.on 
plant for the test period. His testimony was substantially 
as follows: _The revenu-=s · ~pflicable to North Carolina 
jurisdictional operations amounted to $20,147,000, operating 
revenue deductions of $15,425,000 which resulted in net 
operating income for return of $4,122,000. The aggregate of 
the original cost rate base ccmponents for North Carolina 
jurisdictional customers is $68,960,000. The rate of return 
on the original cost rate base allocated to North Carolina 
was 6.85%. The fair value rate base of $84,968,000 as 
determined by Mr. John J. R~illy of' Ebasco services, Inc. 
when applied to net operating income for return results in a 
returti of 5.56%. · 

Mr. Clement teStified to accounting and pro forma 
adjustments which resulted in the change, of net operating 
income for return per allocation from $4,722,000 to 
$q,ss1,ooo and th~ original cost rate base from $68,960,000 
to $70,309,000. The rate of return on the original cost 
rate base would become 6.47% and the return on fair value 
5.27%. 

Mr. Clement testified that aft9r the requested increas~ in 
rates and after provision for growth the company would 
realize gross revenues of $23 ,973.,000 and operating revenue 
deductions of $f8,059,000 with $5,914,000 remaining in net 
operating income for return. ~fter applying the net 
operating income for return of $5,914,000 to the original 
cost rate base of $70,258,000 th~ rate of return would 
become e.q2%. The rate of return on the fair value rate 
base of $86,317,000 would be 6.ssr, after the requested 
increase. 

Mr. Clement testified to th~ capital structure of the 
company at "June 30, 1972, and the annualized cost and 
embedded cost of senior capital, namely, the debt and 
preferred stock outstanding as well as pro forma 
capitalization at December 31, 1972. 

Hr. Clement testified that the- return on ccmmon equity 
from North Carolina jurisdictional service for the test year 
ended June 30, 1972, was 9.52% and would have been 13.20% 
had the new rates been in effect for the test year and after 
the addition to common equity to reflect the fair value rate 
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base, the return is 6.3Ji and would have been 8.74% had the 
new rat~s been in effect during the test year. 

Staff witness F. Paul Thomas presen.ted testimony on rates 
of return as follows: After accounting and pro forma 
adjustments and allocation to North Carolitla jurisdictional, 
the original cost investment is $66,223,192 and after adding 
Working capital reduced ·by tax accruals and average customer 
deposits the net original cost investment becomes 
$68,153,658, which with a net operating income for return of 
SQ,818,079, results in a rate of return of 7.07% under 
pres~nt rates •. A return of 9.871 on book common equity was 
found at the end of the test period using present revenues. 
After allowing for the proposed increase, the return oD 
original cost investment rises to 7.73% while the return on 
book eguity becomes 1s.qs%. 

The differences in the rate of return figures as presented 
by Hr. Clement and Hr. Tho~as result largely ~ram the 
following differences in acccuntin'g and· pro forma 
adjustments: (I) Staff eliminated $20,328 Of p·romotional 
payments allocated to North Catalina but wholly applicable 
to Virginia; (2) Mr. Clement included $19,000 of estimated 
maintenance expenses for envitonmental plant under 
construction during the test period; (3) In determining the 
net operating income for return, the staff deducted $3,817 
for interest on customer deposits while Clement did not 
deduct this amount; (4) , ttc. Clement included in the· 
investment $ (, 341,000 -of environmen-t;al plant under 
construction during the test period; (5) Staff deducted the 
investment in a tourist and information center in the amount 
of $39,868 while clement did not deduct this item; and (6) 
In determining the all6vanca for working capital, Mr. 
Clement did not reduce the a~ount for average tax accruals 
or average customer deposits. 

Automatic Fossil Fuel Adjustment Clause 

Back91:ou nd 

Inasmuch as the comp~ny included a reguest for a fuel 
clause in its Application and offered suppor.ting testimony, 
it is incumbent upon the Ccmmission to consider the 
suitability of the proposed fu3l clause. 

flr. John M. McGurn, Chairman of the Board of Dir~ctors and 
chief Executive Officer of Virginia Electric and Power 
company, testified substan,tially as follows: 

Increases in the cost of fuEl have·heen particularly 
damaging to VEPCO bacause fuel amounts to about one-half of 
total operating costs and fuel costs have increased in an 
unprecedented manner. In the 1971 general 'rate case, the 
average cost of fuel consume1 was 30.ql, per million BTU's 
or 3.12 mils per kilovatt hour generated, whereas, in the 
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five months ending May 31, 1971, the average cost of fuel 
consumed increased to 42.35¢ p9r million BTU's or 4.39 mils 
per kilowatt hour generated. aecently, fuel prices have 
stabilized somewhat but at substantially higher levels. In 
the future prospects for fuel prices are that they will 
increase further. 

VEPCO has converted several generating stations from coal 
to oil with results that 80% of its fossil fuel generation 
excluding .its Ht. storm station ii now supplied by oil. 
This permitted ·substantial savings in recent years. The 
bulk of its oil supply is presently. furnished under long 
term contracts that expire in liay 1975 and June 1977. There 
is every indication that furtbar increa.ses in addition to 
substantial increases provided for in t.he contracts can be 
expected after the contracts expire and new contracts are 
negotiated. · ' 

The coal market shows cont•inuing signs of instability and 
VEPCO believes that coal cost increases there are impending. 
To protect itself against a crisis of the type that was 
precipitated by the large fuel cost increases in f970 and 
1971 , VEPCO .- proposes, as part of its applica-tion, a fossil 
fuel adjustment clause. A. fossil fuel adjustment clause 
provides for electric rates to be increased or decreased on 
a per kiloWatt hour basis· in an( amount equal to the change 
in revenue requirements resulting from an increase or 
decrease in the cost of fossil fuel. If permitted to become 
effective,· this prpvision will pass on to VEPCO's customers 
the effects of all increases and decreases in the cost of 
fossil fuel with the miriimum of regulatory lag. The clause 
is to apply only to fossil fuels whose costs have proved to 
be the most volatile. The fossil fuel adjustment clause is 
limited to fossil fuel gen~ration so it will not be affected 
by nuclear fuel cost. VEPCO sxpects that nuclear fuel cost 
will be more stable than fossil fuel cost over the long run, 
so automatic adjustment for nuclEar fuel cost vill not be as 
necessary as automatic adjustment tor fossil fuel cost. 

Hr. Robert s. Gay, Manager of Rates and Contracts for 
Virginia Electric and Powe~ company, testified substantially 
as follows.: 

The fossil fuel adjustment clause proposed for North 
Carolina is bas€d on the 1971 average per kilowatt hour fuel 
cost of 4.19 mils. The Virginia fuel.clause uses the base 
of 4.22 mils per kilowatt hour. In both states the .fossil 
fUel adjustment clause i~ applicable to all kilowatt hours 
sold on a per kilowatt hour basis. If the company were to 
bill in January for purposes of determining the fossil fuel 
adjustment factor, it would take the three months ending 
cost of fuel as of the end Of November and determine the 
adjustment accordingly •. 

The fossil fuel adjustment clause will ensurE that the 
· comp'any will not have unintended increases oi decreases in 
revenues. Customers will realize creditS and charges 
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directly. T_he fossil fuel adjustment clause takes into 
account any efficiencies realized by the company and passes 
these savings directly to the customer. 

Since the Commission has jurisdiction and reviews VEPCO's 
operations on a reg~lar basis, V!PCO and its fuel suppliers 
would not be able to abuse the fossil fuel adjustment clause 
by increasing rates by means of coritracts increasing prices 
of fuel. The Commission may r~view any rates altered by the 
fuel clause at any tiIDe. The fuel clause only pertains to 
fossil fuel related expenses. Ho~ever, there is nothing in 
the clause which provides for the public to be heard on 
automatic increases produced by it. Under the proposed fuel 
clause, no one can predict the exact and precise cost of 
fuel or the amount of rate increases produced by the clause. 

The company has the inceritivs to purchase fuel efficiently 
because of the long run need to keep rates down for economic 
and load balancing purposes. Unnecessarily high rates are 
no ad~antage at all to the company in the long run. 

Company Witness w. w. ·carpenter testified substantially as 
follows: 

The four classical criticisms of the principal of 
automatic fuel cost adjustment are: I) it usurps the 
prerogatives of regulationi 2) rates may be escalated for 
fuel costs when the utility is earning more than a fair rate 
of return; 3) that automatic recovery of added cost dulls 
the utility's incentive to exercisa control over fuel cost; 
4) autor:1.atic use of fixed adjustment factor dces not keep 
pace with improvement in either generation efficiency or in 
distribution efficiency. 

Constant surveillance and the ability to initiate an 
investigation of the operation of any fuel clause at any 
time effectively eliminates the first two criticisms. The 
third criticism is not justified because the proposed clause· 
is not applicable to every kilowatt hour sold, hence 
complete recovery of increased cost can never be achieved 
and there remains a real incentive to exercise the 
alternatives .available to management to control fossil fuel 
cost. The fourth criticism is not valid because this 
adjustment mea·sures changes in the cost of fossil fuel per 
kilowatt hour of sales, thus all savings resulting from 
improvements to heat rate and loES factor are automatically 
passed on to the customer. 

The fuel cost adjustment proposal conforms to the criteria 
imposed by the Fedgral Power ccmmission. Many utilities 
have been using fuel clauses of some type or other. A 
recent report by Ebasco shows that 130 out of 217 utilities 
listed some form of fuel clause. The cost of fuel for 
nuclear generation is specifically excluded from the 
proposed clause. 
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Hr. Andrew w. Williams, Commi~sion Staff ,Nuclear Engineer, 
testified substantially as folloijs: 

The Staff inv9stigated the rationale of fuel adjustment 
clauses, possible implications resulting from this automatic 
fuel adjustment clause and its relative efficiency compared 
to other forms of fuel adjustment clauses. There. are 
advantages and disadvantages to all automatic fuel clause and 
the Staff is of the opinion that it is a prerogative of the 
commis~ion to determine the reasonableness of a fuel clause. 

In general, fuel cost adjustm~nt clauses arE designed to 
increase or decrease the rates of an electric utility 
automatically when the utility experiences an increase or• 
decrease.in its fuel cost. Tha purpose of such a design is 
to lessen the effect of vary~ng fuel costs on a utility. 

Principle advantages of an automatic fuel clause include 
the following: 

a) rates are allowed 
costs possibly eliminating 
proceedingsi 

to change in proportion to fugl 
the necessity of frequent rate 

b) the cost of energy is applied directly t.o en":'!rgy 
users; 

c) rates i-n effect reflect current fuel costs instead of 
past fuel costs; and 

d) a fuel adjustment clause tends to make a utility less 
risky and therefore more attractive to investors because it 
helps stabilize rates of rgturn. 

Principle disadvantages of an automatic fuel clause are as 
follows: 

a) an automatic fuel clause may usurp the prerogatives of 
regulation; 

b) 
utility 
return; 

rates may.be increased undar the fuel clause while a 
is earning more than a predetermined fair rate of 

c) a fuel clause does not necessarily give credit for 
improvements in generation efficiency or in dist.ritution 
efficiency; 

d) a fuel clause may reduce the incentive of a utility to 
seek the lowest fuel costs; 

e) a fuel clause may make a utility I s position in fuel 
price negotiations less favorable; 

f) a fuel clause may reduce the incentive for a utility 
to operate efficiently; furthetmore, it may provide 
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incentive for a utility to operate at· less than maximum 
efficiency; and 

g) a fuel clause ,may make the purchase of higher quality, 
more expensive fuels mor~ economically attractive than 
installaticn of pollution control equipment· when the reverse 
would be more attractive without the fuel clause. 

VEPCO's proposed fuel clause is -not .based on a fixed 
thermal efficiency factor. There-fore, improvements in 
efficiency are automatically passad on to the customers. An 
in-centive factor of 8/10, 7/10, etc., could be included in 
the adjustment factor formula. This woUld tend to redµce 
the disadvantages of the fuel adjustment clause. The 
incentives referred to are of a short-term nature and will 
be tempered to a degree by "the overall lc,ng-term incentive 
o_f the company to keep electric rates low to maintain 
competitiveness with other energy sources. 

Since VEPCO's fossil fuel adjustment factor is calculated 
by a formula with a lag between the· fossil generation used 
to determine the cost per kilowatt hour and the total sales 
to which the adjustment faqtor is applied, the com~any could 
collect additiohal revenues· during the lag period each time 
a new non-fossil unit is installed. 

An incentive 
adjustment factor 
advantages as well 

Cm::t_of_Service 

Backg!:.Q!!!H1 

factor cranked into the fossil fuel 
formula would tend to eliminate the 
as the disadvantages of the fuel clause. 

'Ihe cost of Service study has become of significant 
importance in· the matter of setting rates which are just and 
reasonable. For this reason, part of the Hearing was 
consumed in the discuSsion of the Cost of Service study and 
its appropriateness for use in setting rates. 

There are two types of ·cost of service studies under 
consideration in this case. The first is,the allocaticn of 
rate base and experises between wholesale and retail and 
state jyfisdi~!iml§• This is referred to as the "AllogtiQ!! 
StUflina It is the allocation study which forms the basis 
for determining the overall revenues required from North 
Carolina Retail Servicea 

The HCost of Service stud1:" is a collection of methcds of 
allocating the rate base and expenses of a utility to the 
individual ·classes of service so that the costs of providing 
service to each class of service may be determined. 
Appropriate use may be made of this data in examination of 
the rate of return earned by the different classes of 
service and in the design of rates to ensure that rev·enues 
are recovered in a desired manner. There are two main goals 
of these studies. The first is to allocate the rate base, 
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expenses and revenues to the classes Of service as 
accurately as is possible. The second main goal is to 
utilize methods of allocation vhose properties will remain 
stable over the years so .that these studie~ may be used for 
reliable trending over time. 

North Carolina utilities use the National Association of 
Regulatory Utility commissioners (NAROC). Uniform system of 
Accounts to record expense and rate base· items. Most of the 
NARUC uniform accounts are customer relate_d, demand related, 
or energy related. Customer accounts expenses are an 
example of all customer r~lated costs - that is, costs•wbich 
are related to the number of customers an·a do not vary with 
the usage or the demand which a customer places on the 
system. These accounts are divide·d ~mong the different 
classes of service on the basis of the number of customers 
receiving the class of Set"vice. 

Other accounts,. such as ttans11ission·, var-y directly with 
demand and are allocated to the classes o·f service based 
upon the total demand impact which· each class of service has 
on the system. Hove.ver, many cf the accounts, such as 
distribution, vary with both demand. and the number of 
customers. In· order to _properl.y allocate 't:be customer 
related portion of the plant open c.ustomer related factors, 
and th~ demand related portion of the plant upon demand 
fa.ctors, these portio.ns of the plant are separated so that 
they might be properly allocated. Energy related accounts 
are allccated to the various classes of service on the basis 
of energy usage factors. 

All these accounts are tOtaled to give the customer, 
demand, and energy related expenses and net plant investment 
for each class of service. Thes~ may be used as input in~o 
rate design. The sum of the customer, demand, and energy 
related costs give the revenue deductions and plant 
investment and allowance for working capital which may be 
used with· revenues to calculate the rate of return earned by 

· each class of service. 

The Commission staff made a full and complete 
investigation of the 1971 Cost of Service Study. Staff 
Witness Clapp testified substantially as follovs: 

The use of the minimum-interce£t method of calculating 
certain of the customer components of distribution costs is 
recommended by the Staff in order to refine the accuracy of 
the study and produce more stable and comparable .results 
over time. In general, the VEPCO study follows accepted 
standardS for such studies but I} VEt>CO did not prcp13rly 
measure demands at the time of system peak, and therefore, 
the demand factors used in the study are not as precise as 
would be desired, and 2) certain areas of VEPCO's study can 
be improved in both precisen~ss and variability over time. 
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Where the actual cost data is not available for the 
minimum size component necessary to carry the minimum load, 
the use of the· minimum- intercegt method of calculating 
customer costs is preferred. This uses the best of both the 
minimum-size and zero-int~rce~t metbcds of allocation. 

The minimum-interce£t method takes into the minimum size 
which is necessary. for safety and minimum load operation, 
and further is based upon premises vhich are stable and do 
not change over time, thus the comparability remains to 
allow trending over time. 

The Staff makes the following recommendations: I) that 
coincident demands should be measured at the time of system 
peak, and that demand data taken at the time of the top five 
daily system peaks (if all five are within l/2J of the 
yearly system peak) should be averaged to calculate the 
coincident demand factors to assure proper assignment of 
coincident peak responsibility; 2) that the distribution 
line portion of the Account ·360, Land and Land Rights should 
be allocated on customers only; 3) that Account 364, Poles, 
Towers, and Fixtures should be allocated to primary and 
secondary based upon the numbet of wires on each pole in the 
sample, weighted by the relativ9 difference in wire sizes, 
and all neutrals should be allocated to the primary, that if 
poles are initially installed oversized to carry planned 
later wire additions, the final design should be used in the 
above allocation, and that the Minimum Intercept cost of a 
Class 7 pole should be used. when computing the customer 
component; 4) that the calculation of the customer component 
of Account 365, conductors should be based upon two-wire 
secondaries and primaries and three-wire joint secondary
primary lines, and that the Minimum Intercept cost of #4 
ACSR or eg·uivalent should be used; S) that the calculation 
of the customer component of Account 367, Underground 
Conductors and Devices should be based upon t4 Al o.G. cable 
primary and tJO cu. or #8 Al duplex 600 V underground cable 
(or such cable as to- carry a mini~al load) for secondaries; 
6) that the calculation of the customer component of Accoun~ 
368, Transformers should be based upon a o Kva• Minimum 
Intercept in order to reflect only installation costs and 
minimum tank and core size; 7) tbat the calculation of the 
customer component of Account 369, Services shonld be based 
upon #4 EC, #6 ACSR, #10 S.D. Cu., or #12 M.H.D. Cu. for 
overhead services and #10 cu. or 08 Al duplex 500 volt U.G. 
cable for underg~ound. 

The 19.7 ( Cost of Service study filed by VEPCO gives 
an indication of the relative rates of return earned by the 
different classes of service, and in tha+. regard, is useful 
in both the ratemaking and management processes. 

Company 
follows: 

Stability 
studies is 

Witness carpenter testified substantially as 

in methods of 
desirable, but 

allocation 
Mt. Clapp 

in cost of Service 
has misplaced the 
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emphasis on the past rather than the future. since no 
transfotmer~ of services ,are presently installed of 'the size 
that Mr. Clapp suggests, using these old type minimum units 
as present minimum sizes fOr historical stability would 
defeat the relationship of .price to present cost. Present 
installation standards should be use~ as the rinimum plant 
to achieve stability in the future because rates are to be 
used in the future. The company uses a S~day average of 
demand data simply to.achieve. stability. With respect to 
the averaging of· the top five daily peaks within 0.5% or 
more of the system peak, as air conditioning saturation 
continues to increase, there will be broader system peak 
that may increase the potential hours of peak loading. ·Each 
hour would have to be examined by sample customer lOad· 
testing and that would be.come a burden. 

The concept of no load service is irrational. A Zero KVA 
size transformer may lead to the incorrect conclusion that 
the entire investment in line transformers is demand related 
or that VEPCO could have a three state secondary 
distribution system operating with no primary or 
transmission lines. 

overall, Hr. Clapp's sugg~stions would increase customer
related costs which would inevitably increase the 
residential costs of servic·':. · 

VEPCO was not measuring a~mand at the time of the system 
peak in 1971. Mr. Carpenter tastified that he, as Director 
of the Rate Department of Ebasco Services, Inc., consultant 
to VEPCO, had the overall respJ~sibility for the methodclogy 
used but that he_ personally did not direct VEPCO in its 
actions in preparing the Co~t of Service study. This action 
was performed by someone under his supervision. 

BAT BS 

A matter of .major importance in any rate case is the 
allocation of the re.venue reguirem,ants, found to be just and 
reasonable, to the customers ·of the utility involved. 

The fact that VEPCO has not s_ought, on .1,ts own motion, to 
change its basic rate structure appreciably in this 
proceeding does not relieve the Commission from the 
responsibility of examining or changing VEPC0 1 s rate 
structure if deemed necessary. The Commission has both the 
authority and the mandate to make suCh changes in rate 
structure on its own motion as are necessary to correct or 
prevent undue discrimination .or other debilitative 
conditions. This position is supported by G.s. 62-!30(d) 
which states that the Commission may revise rates previously 
fixed " ••• as often as circumstances may require ••• 11 The 
fact that VEPCO's rate designs have been previously approved 
by this Commission does not prohibit this commission from 
changing those rate designs arid relationships in light of 
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new and superior evidence. The N.C. supreme Court decided 
that.rates fixed by other of the commission are to be 
considered just and reasonable"••· unless and until they 
shall be charged (sic) or m·oai fied on appeal, QI !,he lli!l!fil;: 
action Q! th~ £.QmmtssiQ~•··" (emphasis added) (I~ ~g 
Petitio]! for Increase· of Stt"eet car Fares · in the City of 
Charlotte, the Southern Public Utililies com™ 179 N.c. 
151 (1919)). 

The scope of the -Com_mission•·s power to make its own 
decision in the setting of rat as is further defin.ed. by N. c. 
Supreme Court decision. in Utilities Comm·ission v. Lee 
XglefillQil§ £.g~ 263 N.C. 702, which stqtes that n ••• upon a 
petition for increase in r3tes the Commission is not 
required to accept the propose a· rates or to reject them a-11 
together." The provisions :,f G.S. 62-133 are that "the 
commission shall fix such rates as shall be fair both to the 
public utility and to the consumer." As to vhat is fair to 
the public utility, paragraph 5 of. subsection (b) states 
that the commission shall 11 ••• Fi:1 such rates to be charged 
by the public utility as will 3arn in addition to reasonable 
operating expenses ascertained in paragraph (3)- of this 
subsection the.rate of return fixed pursuant to paragraph 
(4) on the fair value of the public utility's property 
ascertained pursuant to paragraph (I). 11 The standard of 
fairness to the consumer is sat forth in G.S. 62-140 in· 
which paragraph (a) stateS that 11 No public utility shall, as 
to rates or services, make or gtant any unreasonable 
preference or advantage.to any person or subject any person 
to any unreasonable prejudice or disadvantage. No public 
utility shall establish or maintain any unreasonable 
differenc.e as to rates or services either as between 
localities or as between classes of services. The 
commission.may determine any questions of fact arising under 
this section." · 

With respect to the question of discrimination and undue 
diScrimination, the courts and the utility economists are in 
general agreement. Kahn defines rate discrimination as 
"charging· different purchasers prices that differ by varying 
proportions from the respective marginal costs of serving 
them. 11 (Alfred E. Kahn, The Economics of R~ti.lation: 
Principles and Institutions, Vol. 1, John Wiley & Sons, 
Inc., (970, Nev York, p. 123) 

Lake, in his book on utility discrimination stated: 

11 If a rate to a class of patrons is not sufficient to 
covet the separable costs :,f serving them, either the 
utility investor must absorb the loss or ether 
patrons will have to pay a higher rate than they 
would pay if the favored group were not served at 
all, and the greater the v:,lume of the favor traffic 
the greater is the loss. Either alternative, unless 
the amount is insignificant, is an injury to the 
other patrons, since a long continued, substantial 
reduction in the investor's income will result in 
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poorer service. For this reason it would be 
generally agreed that every expense which can be 
attributed .entirely to the service of a single class 
of patrons should be borne by that class alone unless 
reasons of ·the most urgent nature for passing it on 
to others or to the investor a_re proved." (I. Beverly 
Lake, Discrimination by Bailroads and.Other Public 
Y,tilit!,g§, Edwards & BrougbtOn-, Raleigh, N. c., 1947, 
p. !H) . 

Bonbright concurred, ~nd addressed the practice of rate 
discrimination: 

11 As a vise, practical rule, rate differentials should 
not often be permitted unless they can be expected to 
result in lower rates even for those consumers who 
ai-e discriminated · against ••• will make some 
contribution to total revenue requirements over a·nd 
above inoreme~ta·l costs ••• : 

Permission to discriminate ••• should seldom be granted 
in. the absence of good evidence that the faVored 
rates . will cover, not just those short-run 
incremental costs ••• , Du't rather those •long-run• 
incremental cost~ (incloding incremental capital 
costs) which can be expected to persist for the 
ind·efinite future. Otherwise, there arises the 
danger ••• that the favored consumers will secure a 
kind of vested inte·rest in the maintenance of their 
preferential rat~ relationships even ~fter the 
economic excuse for this preference has ceased to be 
valid." (Bonbright, P~inciEl,gs of Public Ot].liU 
j~g§, Columbia University Press, Nev York, 1961, 
pages 383,38Q) 

In addition to the criteria established in paragraph (b) 
of G.s. 62-f33, paragraph (d) empowers the Commission' to 
11 
••• consider all other matei::ial facts of record that will 

enable it to determine what ar! reasonable and just rates." 

Cost of service is a major factor in determining the 
reasonableness of rates and ·tha- existence of discrimination 
in rates. (See ~te Ex Rel Utilities Commission v. Nelle 
L. Teer com.2any 266 N.c. 366) 

It is incumbent upon this Commission to consider·changing 
economic climates and/or other factors which affect the 
economic well-being of a utility and its ratepayers. and 
indeed it is the duty of the commission to seek eVidence to 
support the validity of existing rates or the necessity for 
change. Having determined the revenues which are just, 
reasonable, and necessary, th3 Commission must then examine 
the rates which are to produce those revenues with respect 
to the ability of the rat3 structures to recOver the 
necessary revenues, the relationsh'ip of the rates to the 
costs of service, discrimination, and other s~ch factors as 
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may be necessary to determine that the rates which are set 
in this proceeding. are just and reasonable. 

Rate Schedules 

The following is a list of VEPC0 1 s major rate schedules: 

Schedule No. I Residential ~ervice. This schedule is 
applicable to separately metered and billed supply of 
alternating current electricity to any customers for use 
in and about a) a single-family residence, flat or 
apartment, b) a combination farm a,nd one occupied single 
family residence, flat or apartment, or c) a private 
residence used as a boarding and/or rooming house with no 
more than one cooking installation nor more than ten 
bedrooms. 

Schedule No. 5 
applicable to 
electricity to 
applicable for 
service. 

- Small General service. This schedule is 
the supply cf alternating curtent 

any- customer. This schedule is not 
breakdown, relay or parallel operation 

Schedule No. 6 - Large General Service. This schedule is 
applicable for the supply of 50 KW or more of alternating 
current electricity to any customer. 

Schedule No. 7 Electric Heating. ibis schedule is 
appli~able to any general service customer purchasing 
alternating current elect.ricity for storage water heating,_ 
for clothes drying, or for space heating, where the 
customer also purchases electricity for other purposes at 
the same· location in accordance with a general service 
schedule. Where electricity is -used for sp.ace heating, 
and the same space is cooled by air conditioning equipment 
that serves no additional space, the air conditioning 
egui~ment may be s~rv~d on this schedule through the same 
meter. 

Schedule No. 26 
is applicable 
service. 

- outdoor Lighting Service. This schedule 
to any customer for outdoor lighting 

Municipal and County Service. sarvice to these govermental 
customers is charged on schedules that are included as 
part of the service agreement. 

Rate Design 

~2ckqr.9ynd 

VEPCO's present rate design, outlined above, was put into 
effect _May 1, 1971. VEPCO generally adopted the view that 
this ra~e structure was the most appropriate design to 
follow except that it should be revised to reflect the 
significant increase in tuel cost incurred since it was 
designed. The major change in rate design proposed by VEPCO 
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in this case vas on the Htinicipal and' county service 
classes. Prior to thiS A,pplication tliese costo"mers vere 
served on individually negotiated contracts. .VEPCO's 
proposal in this Application was to design rate schedules on 
which the customers vould be served; just as with other N.C. 
retail customers. The propos4d rates put 1arge increases on 
these classes of service. 

A second rate design was introduced into evidence. rhis 
design v_ould .produce egual rat~s of return between rate 
classes. This rate structure was reguested frOm VEPCO by 
the CommiSsion but vas no_t supported by the company. 

staf·f and Attorriey General •s witnesses pointed out alleged 
weaknesses in VEPco•s proposed rate structure and suggested 
changes to correct ·these weaknesses. Both witnesses 
stressed the need for rate structures that·would 1) return 
revenues that would more n3arly egualiZe rates of return 
between classes, 2) charge in all schedules so as more 
nearly recover incremental costs, and 3) to obtain'revenues 
from customers that use electricity at peak times which more 
closely cover the costs of supplying that energy. 

The Northeaster·n C6tton Ginners Association introduced 
testimony proporting to show the effec·t of VEPC0.1 s prese·nt 
and pro po sea rates OJ) .. i t·s members. Mally cjovernmental 
customers, such as municipals and school system·s, introduced 
testimony against the incr9asas proposed for their class of 
service. · 

~Xiden·£g 

Hr. Robert s. G"ay, Managar of Rates and Contracts for 
Virginia Electric and Power Company, testified on the matter 
of rate design substantially as follows: 

The design of the rate schedules proposed by VEPCO 
preserves the general relationship established in the· 1971 
rate case. In this case 11 a s9aso·nal price differential was 
approved in recognition of the higher -cost burden of summer
oriented loads. The proposed rates also eliminate the 
differential between rates to municipals and_ counties and 
raise the l~vel of these rates closer to the level of the 
general service rates. · 

There were five major cbjectives in the design of the 
proposE:d rates: 

I) .To produce the additional rf!ven ues, required; 

2) To distribute these revenue 
schedules in line with the nature of 
increases in costs; 

3) To limit the descrlption 
relationsh·ips _among customer classes; 

increases 
VE-PCO I S 

among the 
experienced 

of t~e historical 
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4) To continue to encourage seasonally-balanced usage 
which will tend to improve system load factor; and 

s>' To partially correct an unreasonably low level of 
rates that historically have been offered for local 
governmental services. 

The first step in the design ·of the proposE!d rates vas to 
determine the increases for outdoor lighting service, 
electric heating, governmental services, and the facilities 
charge plan. Of the total of !2,480,000 increase (based on 
1971), the increases on these minor rates vere only 
$371,653. ' 

The basic structure of each rate schedule was not changed. 
The increase was distributed by repricing within each 
schedule so that all customers on a schedule received an 
equitable share of the increase. The increase was divided 
between schedules as follcvs: First;. the energy-related 
components of the present revenues excluding. · the surcharge 
was determined by multiplying the KWH sold in each major 
class by the 1969 energy-related cost per KWH. This energy
relat9d component was then subtracted from the total 
revenues of ea·ch major rate· ·class to give the demand and 
customer· related components of the present rates. The 
percentage of these non-energy related components of each. 
class to the total non-energy related cOsts were obtained. 

The amount of increase to be request~d was determined and 
added to present revenues to obtain the .total proposed 
revenues. The energy-related component of these revenues 
was determined by the method mentioned above using 1971 
energy related expense per KWH. The energy-rel'a.ted portion 
was subtracted to leave the total non-energy related 
component of the proposed revanues. This component was then 
allocated to each rate class by using the percentages 
calculated. The energy and non-energy related portions were 
added for each class to give the total class revenue 
objectives.. · 

The specific changes proposed for each rate schedule will 
be discussed below: 

Schedule l - Residential 

The addition of an additional block into the summer rate 
schedule and the increa~e of the terminal block during this 
period caus,e billS in excgss of 600 KWH rendered in the 
summer to be increased relatively more than average. The 
average increase would be slightly less than 12.0% with 
greater increases. in the summer than in the winter. .The 
proposed tates were designed to bring the summer and winter 
rates for large users more nearly in line with the costs of 
serving sum'mer and winter oriented loads. 
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There were no ·major changes in this schedule other than 
increases in all blocks of energy consumption as vell as in 
the minimum demand charge. The tctal percentage increase 
proposed for this schedule was .1 2. 9%. 

ghedylg § - Largg General Service 

Each price in the monthly rates 
charge was specified. The total 
these customers would be a.at. 

vas increased. A minimum 
percentage increase for 

Schedule 7 - Electric liming 

A larger portion Of the increase was allocated to the 
rates for the summer months than for the winter mon~hs. The 
demand charge would only apply to summer usage. The overall 
annual percentag·e increase woU:ld be 6.9,r;. 

Schedule 26 - outdoor Lilting Service 

The prices for this schedu;t.e have been expressed as a 
monthly rate rather than an annual rate. The schedule has 
been revised to permit public st_reet and highway lighting to 
be served on this schedule. This revision consisted of 
showing incandescent lamps and flourescent un1ts · in 
Paragraph II - Flat Charge. Neither of these types of 
lighting will be .open to new customers (~ncandescent service 
was closed in Docket E-22, Sub I 18 and this docket requests 
that flourescent service -be closed). Paragraph II specifies 
a minimum charge. The iricreasa would be 10.1%. 

·schedule JQ £Q!!lll:I, !1.!!nis;!M!, f!!'. Ho.!!§l!!g !J!1horill 
g!ectric Service 

This schedul~ is designed to replace the existing r"ates 
which are contained in the agreement forms and supplementary 
schedules for governmental service. Before, these customers 
were served under individually executed form contracts which 
set forth rates for various _types of service; therefore, new 
contracts had to be negotiated "for each change in rates. 
VEPC0 intends to serve these custcmers on Schedule 30 in the 
future. The pricing of Schedule 30 is the same aS the 
present Small General Service rates. The goal is to 
eventually serve these governm9ntal customers on the same 
rate as the Small· General service customers. Traffic 
Control Servic~ will be billed on Schedule 30. Street and 
Highway Lighting will be billed·on Schedule 26. 

Schedulg 42 - county, Municil!ll or !!2.!!§ing Aythority Al!
Electric Service 

Pricing 
7. This 
agreement 

in this schedule is similar 
rate replaces the rate 
for County All-Electric 

to pricing in Schedule 
in the supplemental 
School Service. The 
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percentage increases for governmental service is shown 
below: 

Ty~ of Service 

Misc. Light and Power 
Street Lighting 
Traffic Lighting 
Total 

Percentage 
_nyniciI?l!!_ 

1'11- 7 
39. 2 

158.8 
78.2 

Increase 
_£2!,!l!1L 

36.7 
3 I. 7 

168.2 
36.5 

There is a 9. 3% increase i:r opos.ed for the facilities 
charge.; 

The Small General service Sched~le earned a rate of return 
that was almost twice as much as the Large General Service 
and Residential customers earned. The Company did not 
consider this discriminatory because of many other factors. 
The value of service is greater for these customers because 
they use the power to promote their product·. Also. these 
customers can deduct electrical e%penses for tax purposes. 

on present rates the Schedule 5 customers 
return that was 1.02 times the jurisdictional 
of return. Under the proposal, this class 
times the average rate of return. 

paid a rate of 
average rate 

would pay I. 75 

On rebuttal, Hr. Gay testified substantially as follows: 

VEPCO has proposed to continue the historical trend of 
_charging Schedule 5 customers a rate of return substantially 
greater than the average. Schedule 5 recovers more than 
incremental costs. The incremental -energy charge is higher 
in the lower ranges where demand charge is inoperative. As 
the demand increases, the incremental energy charge 
declines. This occurs because the customer component and 
the demand component previously included in the energy 
charge is now incluQed in the additional charges due to the 

•increased demand and is thus l~ss significant. There are no 
demand measurements on Schedul~ 5 for small customers due to 
cost -of the additional meter. For large customers with 
demand meters Schedule 5 recogni2es size, load factor, 
diversity, and incremental pricing. The rate form of 
schedule 5 is not unreasonable. It offers off-peak 
discounts. The major improvements on the rate design of 
this Schedule would be a widening of the summer-winter price 
differential and a reduction of ~he ~inter minimum demand 
charge. 

With reference to schedule 6, there is no need to have 
increased the demand charges in the last blocks. As the 
size of the load increases, there is less distribution costs 
associated with the load. Also, most of the growth in 
demand ifl not in the tail blocks. 

The discount to water heating customers should neither be 
eliminated nor reduced! At present, the rate of return paid 
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by these customers is higher than on the non-heating 
c.ustomers. This disparity in rate of return will widen if 
the discount is reduced. 

On the matter of rate design, Professor Spann testified 
substantially as follows:, 

The. commission must set rates for the. different rate 
classifications which are equitable and non-discriminatory. 
The effects of different rate structures on future revenue 
requirements must also be considered. Rates sh9uld. be set 
such that the Company recov-9rs its operating costs pl_us 
earns the rate of return necessary to attract new capital; 
rates set for various classes of customers should recover· 
the costs of serving those classes. Also, rate structures 
should reflect incremsntal costs. If rates for a particular 
class are set in excess of the revenues necessary to recover 
the fully distributed cost of serving that class, those 
customers are being discriminated against. Also, if 
different classes are charged rates which produce differerit 
rates of return, the overall rates of return for the Company 
will change over time ·as the distribution cf customers 
changes over time. The rate of return actually earned ·by 
the Company· will depend upon how the sy,stem grows. 

Charging a class of cUStomers less than the full costs of 
providing power leads to the wast~ful consumption of energy. 
Pricing less than costs encourages additional usage of 
electricity and inefficient use of limited natural 
resources. 

Incremental costs a-re the addition_al costs incurred by the 
system by increasing output by one unit. If incremental 
prices fall short of incremental costs, system growth Will' 
require continuous rate increas~s in order for the company 
to earn a fair rate of return. If incremental prices are 
higher than co~ts, the rate of return will exceed that 
allowed by the Commission• If incremental prices are below 
incremental costs,. electrical Usage is encouraged by low 
prices; but consumers are not paying the full costs of 
providing service. 

Incremental demand costs are different at different times 
of the year. During off-peak periods, no equipment ·must be 
added to supply load, therefore, incremental demand costs 
are. zero. During the peaking peri9a, an increase in demand 
requires new plant and thus incurs ·a cost to the system. 

Incremental customer costs are the same at all times of 
the year. 

Incre·mental energy costs consist primarily of fuel and 
related maintenance. These costs are slightly higher in the 
summer due to the less efficient operation of the system 
under conditions of high ~mhient air and water temperatures. 
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VEPCO is currently a summer peaking system and should 
r~main so in the future since the summer peak is growing 
faster than the winter peak. since costs are higher in the 
summer and summe.r peaks are. larg~r, VEPC0 1 s proposal to 
increase the rates to' large summer users more than average 
and to increase rates to large winter user,!S less than 
average is consistent with incremental ut.ility pricing. 
VEPC0 1 s proposed residential rates should decrease usage in 
the summer and increase usage in the winter thus improving 
the system load factor. 

V.EPCO•s sma_ll general service rate, schedule 5, includes a 
demand charge for customers who use over 3000 KWH per month. 
The demand charge is in the form of a block extender. For 
each KW'of demand (for 10 through 30 KW), 195 KWH are added 
to the lengths of the third and fourth blocks. Also, 105 
KWH are added to these blocks for each KW of demand over 30 
KW. 

The ·large general service rate, schedule 6,, is applied' 
primarily to larger users. The demand and energy charges 
are separated explicitly; however, there is also a block 
extender in the second block of th~ energy charge schedule. 

The rate charged for each additional KW and KWH should be 
as close t-o incremental demand and energy costs as possible. 
The d_emand and energy chatges in Schedule 6 largely reflect 
incremental costs. The major discrepancy betwe~n the rates 
in Schedule 6 and incremental pricing is that if the winter 
peak is greater than 90% of the preceding summer peak, the 
customer gets no reduction in his bill due to his high 
winter (off-peak) usage. Also, the incremental demand 
charge is the same in the winter as in the summer. 

Pricing in Schedule 5 is not in line with incremental 
costs. VEPCO would be charging customers with billing 
demands in excess of 50 KW considerably less than the costs 
of providing capacity .to meet increases in billing demand. 
The charge could be as low as 31'¢ per KW. for increases in 
demand. Demand costs are far in excess of this 34¢ figure. 
This low demand charge gives no incentive for economical or 
efficient use of power. Alsc, low demand_ charges usually 
require high energy charges. These charges could range to 
2.66¢/KWH during off-peak periods. This high charge could 
discourage use during off-p~ak periods. !his method of 
pricing can have the result of lowering load factors. 

The situation in Schedule 5 could be relieved easily by 
requiring all customers with demands of 50 Kif or -more to be 
charged on Schedule 6. 

Rates based on Cost-of-Service are desirable in that I) 
they are more fair because each class of service would pay 
only the cost Of serving that class, 2) the. system would not 
experience rate of return attrition due to classes earning 
low rate of return growing faster than other classes. and 3) 
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they ·eliminate below cost electricity sales which result in 
wasteful consumption of scarce energy resou:tce9 .• 

There are ways of moving toward the cost-9£-Service ~ates. 
One method would be to: 

I) Grant no. increase in thg small General service classi 

2) Eliminate the switch over provision between Schedules 
5 and 6 in the summer months for customers with billing 
demands in excess of so· KW; or 

3) If full increase 
residential rates more 
service rates. 

is not granted, reduce the proposed 
than the proposed Large General 

Hr. Charles Olson testified substantially as follows: 

There are several economic functions which should be 
performed by utility rates. 'the first is capital 
attraction. The utility must be able to charge rates which 
will allow it to attract the necessary capital at reasonable 
terms. Secondly, rates should encoutage efficient operation 
by the utility. Thirdly, rates should be designed to cover 
the full costs of providing service, including envircnmental 
costs. .TOtal revenues should cover total costs, and 
incremental costs should be covered by the incremental 
prices. All rates cannot be incrementally priced because 
the revenues obtained would bg greater than the distTibuted 
costs. Rates should be designed to reflect future cost 
trends to avoid frequent· rat~ increases. Finally, each 
class of customers must contribute the appropriate amount 
toward the total cost of providing service. Also, rates 
should be simple, easy to understand, and stable. 

Rates should be designed to account for basic soci~l and 
economic policy objectivBs such as environmental protection 
and conservation of natural resources. Rate design 
influences the patterns of electrical consumption of all 
customers. If rates are below incremental costs, consumers 
will purchase more heating and cooling equipment than if 
rates were higher. Also,· cuStomers will purchase equipment 
with less thOught to the effiCiency- of the equipment, proper 
insulation of their homes, etc. Growth induced by below 
cost rates does not make the service area better off 
economically. Rates should be designed to discourage 
wasteful or or.necessary use of energy at all tim.es for 
environmental protection and the preservation of natural 
resources. 

Utilities have traditionally 
electric consumption by designing 
contributes less to overhead than 

designed rates to promote 
the last block so that it 
the earlier blocks. 
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Promotional. rates have been justified by .four arguments: 

I) ~.x£~~§ £~~gitz; While there was excess capacity in 
the past, this is no longer th~ case • 

2) 1.s!A£ 
increase in 
however, now 
winter peaks. 

. ls£!.Q£ iru?:t2!fil!!!l!• It was 
off-peak usage would improve 

most increa~es occur during 

felt 
load 
the 

that an 
factors; 

summer or 

3) ~£2!!Q.fil!g2 Qf ~calg. tower unit costs are no longer 
realized with utility expansions. In fact, costs are 
increasing greatly. 

4) Technol29ical il!E2!!1.!!l.~n1§. It is unlikely that 
technology can provide any breakthrough to clean, economical 
power in the near future. 

There are no longer any reasons to continue promotional 
rates. Promotional rates are not cost based; they are based 
on value of service. Promotional rates are justified during 
a period of decreasing costs; however, during a time of 
increasing costs there is little or no economic reason for 
their adoption. 

VEPCO has followed the practice of charging the highest 
prices in markets in which demand is least responsive to 
price and lower prices where demand is more responsive to 
price (i.e., larger per unit prices to small customers). BY 
doing this, demand can ba expanded at the most rapid rate. 

Now that costs are increasing, rptes in trailing blocks 
should reflect the incremental cost of supplying electric 
energy. Also, rates to the various classes should no longer 
be designed to increase growth in demand because as demand 
grows costs will increas9. Rates of return should be the 
lowest to classes whose demand is least responsive to price 
and higher to classes 'whos~ demand is more responsive to 
price. There is no longer any justification for declining 
block rates for demand or energy charges. The only 
exception is for rates that promote off-peak usage of 
electricity. This usage is d~sirable because it lowers the 
unit costs by better utilizing 9Xisting capacity. However, 
these rates should not encourage additional loads at the 
time of the system peak. 

VEPCO has not justified any of their proposed rates with 
respect to the changed econcmic conditions, changed 
environmental conditions, or cost of service. The proposed 
rates are not based on sound economic principles. They are 
not designed so as to allow VEPCO to attract capital 
favoratle since they do not prot:ct against attrition of 
~arnings which will cccur in times of rising cost~. For 
example, since the proposed industria·l -rates are not 
designed to produce increased revenues with increased usage, 
revenue deficiencies will occur as usage increases. If the 
quantity discounts in the high use blocks were lessened, 
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attrition would be less as usaga increases. Rates must be 
·aesigned to increase revenues as rapidly as ccsts increase. 
Also; if rates of return were equalized for all rate. 
classes, less growth and less attrition would result. The 
proposed rates are unduly discriminatory betMeen · customer 
classes in that the small general service schedule returns 
twice the North Carolina average rate of· return. VEPCO is 
proposing to increase rates to these customers· by a larger 
percentage than the r~tes tc the residential or large 
general service customers. Also, the discount provisions of 
schedule 7 have not been justified by cost of service data. 
The proposed rates also fail to recover incremental costs of 
providing power from new plants. New plant operating Costs 
alone were estimated at 9.5 mils/KWH while a large 
indu·strial customer would only pay 9. 75 mils/KWH under the 
proposal or less than the generaticn costs if gross receipts 
tax is added. 

R·ecommendations for changes in the rate structure proposed 
by VEPCO are: 

I) Each class of customars should pay the same or 
approximately the same rate of return. At least, Schedule 5 
customers should.receive no increase at this time; 

2) schedule 7 shou,ld be eliminatedi 

3) The water 
at least, reduced. 
off-peak usage; and 

heating discount should. be eliminated or, 
It increases on-peak usage as well as 

41 The quantity discount in Schedule 6 should he reduced 
so that the last demand block reflects the incremental cost 
of supplying that demand. 

Changes in rate design which reflect changing conditions 
are advantageous in that th~y serve to inform customers of 
the ,increasing· cost (both ~conomically and socially) of 
energy and of the need to adjust energy comsumFtion 
patterns. 

FINDINGS OF FACT 

Fair Value of Plant in Service 

(i) Original Cost 

, I. That Virginia El~cti:ic and Power Company is 
duly organiz~d as a public utility ccmpany 
under the laws of North Carolina, holding a 
franchise frcm the Utilities commissicn to 
furnish electric power in a_ major portion of 
the State of Nortn Carolina under rates and 
service regulate 1 by the Utilities Commission 
as provided in Cha;ter 62 of the General 
statutes. 
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2. That pursuant to the decision of the North 
Carolina Supreme Court in the Lee Telephone 
Company case, state of North Carolina ex rel 
Utilities Commission, et als, vs. Ho.rgan, 277 
NC 255 (1970), no sums expended or record€d on 
VEPCO's books for plant under construction or 
for plant held for future use should be nor 
have been includei in VEPCO's plant. 

3. That the actual. investment currently consumed 
through reasonabl~ actual depreciation during 
the test period w~s $2,531,225. 

4. That the original ccst depreciated of VEPC0 1 s 
electrical plant in service subject to the 
Commission's jurisdiction .excluding $f ,3Q! ,000 
of plant under construction and $39,868· 
invested in a tourist and information center is 
$66,223, f 92 ,(after deducting ~ontributions in 
aid of construction but not including allowance 
for working capital). 

{ii) Replacement Cost 

5. That the trgnde·d original costs, depreciated, 
of t)le electric plant in service, subj9ct .to 
Commission jurisdiction are found by applying 
the staff allocation factors to the total 
company trended original costs, depreciated, as 
calculated by Mr. Reilly, and that these are: 

Production Plant 
Transmission Plant 
Distribution Plant 
General Plant · 
Common Plant 
Total Electric Plant 

$26,766,Sql 
17,297,612 
44,484,690 

1,858,996 
____ Ji!Ji.:Ul 
$91,020,210 

and that the Replacement cost is $91,020,210. 

(iii) Fair Value 

6. That the working capital ·allowance found to be 
reasonable for VEPCO's North Carolina retail 
operations wa·s d':!termined by taking the cash 
working capital of !I ,269,215 and adding to it 
materials and supflies, $1,619,088. Average 
tax accruals in the amount of $664,348, average 
customer deposits of $90,235, and a fuel 
payment lag of $203,254, were offsets to the 
working capital allowance, resulting in a net 
working capital allowance in the amount of 
$1,930,466 and that the amount of working 
capital is $!,930,1'66. 

7. That considering the reasonable original cost 
of the property, less that portion of the cost 
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which has been consumed by previous use 
recovered py depreciation expense, and 
considering the replacement cost of said 
property and considering the.condition of the 
property -and the outmoded design of scme of the 
older plant, the Co~mission finds that the fair 
value of said plan.t should be dE!rived from 
giving two-thirds weighting to original cost 
and one-third weighting to replacement cost. 
By this method, the commission finds that the 
fair value of tha said plant devoted to retail 
Service in North Carolina .is $74,488,865 or 
$76,ql9,33! including $1,930,466 allowance for 
working capital. 

Fair Rate cf Return· 

8. That after the Staff's accounting and pro forma 
adjustments and jurisdictional factors, VEPC0 1 s 
revenue under present rates on an annualized 
basis .for customers served at the end of the 
test period for .North Carolina retail service 
was $21,456,589; tha~ the·reasonable operating 
revenue deductio~s cf VEPCO during the test 
pertod was $(6,63~,691; that the net operating 
income for return · at the end cf the test 
period, after :1. reduction of $3,817 
repreSianting interest on customer . deposits, 
after accounting 3nd proforma adjustments, was 
$4,818,079, giving a r'ate cf return on 
depreciated original cost of plant of 7.07j; a 
return on original cost equity of 9.87% and a 
return on fair value of 6.3j%. That such rates 
are insufficient to provide ·a fair profit to 
VEPC0 1 s ,stockholders considering changing 
economic conditions, and insufficient to allow 
VEPCO to compete in the market for capital 
funds on terms which are reasonable and fair to 
its customers and existing-investors. 

9. That the rate of return necessary on the fair 
value of VEPco•S ptcperty to allow VEPCO, with 
s6und management, to produce a fair profit for 
its stockholders, · considering economic 
conditions as th: y exist,. to maintain its 
facilities and service in accordance with its 
obligation to its customers, and to compete in 
the market f6r capital funds on a reasonable 
basis to customers and stockholders, is 6.89%, 
which rate of return will produce $962,685 of 
additional gross r~venues on North Carolina 
retail electric service; and that the 
additional gross operating- revenues of $962,685 
will increase the net income available to the 
common stockholders from $2,069,730 to 
$2,515,500 for a cate of return on book value 
common equity of 12% and a rate of return on 
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fair value common 
rate .of return 
would provide a 
coverage ra~io of 

equity of 8.6f%. The f2% 
on book value common eguity 
before income tax intere~t 
2.6 I times. 

Aut6matic Fossil Fuel A•:ljustment Clause 

10. The proposed fuel clause voUld place in the 
hands of VEPCO and its suppliers of fuel the 
power to increase retail electric rates in 
North Carolina by private contracts increasing 
the price of fuel, without regard to whether 
said rates were· just and reasonable under the 
North Carolina Public Uti-lities Act, and 
without hearing, proof, or evidence of all 
elements· of cost and the rate cf return of 
VEPCO, and without proper findings of the 
Commission as to the need or justification of 
such increase in rates and without any findings 
as to whether such increase in rates is just 
ana reasonable. 

I I• The proposed fuel clause could produce 
increases in VEPCO•s electric· rates in North 
Carolina without any opportunity of the VEPCO 
customers or tha .public to be heard, and 
without any opportunity to examine said rate 
increases to determine if they are just and 
reasonable and non-discriminatory and without 
any opportunity to datermine the fair rate of 
return or fa-ir value of VEPco•s property during 
said time in the future. 

12. That the disadvantages of the proposed 
automatic fuel adjustment clause substantially 
outweigh the alleged advantages of the clause, 
and any rate increase so imposed under the fuel 
clause, together with the fuel clause itself, 
is therefore considered by the Commission to be 
unjust and unreasonable. 

Cost of Ser'lice 

f3. That the 1971 Cost of Service Study filed by 
VEPCO gives an indication of the relative rates 
of return earned by the different classes of 
service, and in that regard, is useful in both 
the ratemaking and management processes. 

I 4. That it 
Study be 
are both 

is necessary that a Cost of Service 
based upon allocation methods which 
accurate and stable over time. 
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Rate Design 

f S. That VEP.CO' s proposed procedure for 'increasing 
its rates and the proposed rate design.is, for 
the most part, just and reasonable. 

16. That the Small Gsner·al Service class is paying 
a rate of return greatly in_ excess of the 
system average rate of return. 

17. · That VEPCO's proposed rate desigi;i is based on a 
revision of its present rates and v.ould 
incorporate the Significant increase in its 
fuel costs used in generation of energy along 
with increases in fixed costs. 

I 8. That the Company's proposal 
schedules for governmental 
appropriate. · 

to design rate 
service is 

19. That the use of incremental pricing is based 
upo~ sound economic principles, prcmotes 
maximum efficiency, and inhibits attrition of 
earnings, that expansion. of service which is 
priced belOw the total incremental cost of that 
expansion 'will lover the rate of. return; and 
that the expansion of service which is priced 
above the total incremental cost of that 
expansion will raise the rate of return. 

CONCLUSIONS 

Fair Value of Plant in Service 

The trended original cost study by Witness Reilly for the 
applicant has deficiencies which make it unacceptable as a 
complete and reasonable method for determining replacement 
cost. Instead. of performing .a time "replacement cost 
study", the witness computed the trended original cost of 
the properties and subtracted from the figure, thus derived 
an allowance for depreciation, which allegedly included some 
undetermined amounts for 11 wgar and tear, decay, action of 
the elements, inadequacy, obsolescense, changes in the art, 
changes in demand and reguiremen·ts of public authorities." 
While Mr. Reilly did account for advances in the art of 
construction, he made no attempt to determine the value of 
the utility plant as if the entire plant were designed in 
accordance with the present state of the art for the design 
and operation of electric syst_ems, including modern 
technologies and efficiencies. In view of this and the 
previously stated fact that the commission considers the 
replacement cost more than j11 st a "brick-for-brick" 
reproduction cost; the CommissiOn finds the trended original 
cost method as employed insufficient as a complete and 
reasonable determination of replacement cost. 
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The Commission believes the replacement cost which was 
determined merely by trending and depreciating original 
costs without proper consideration for improvements in plant 
design and efficiency is excessive. However, the commission 
is of th.e opinion that the trended original cost, 
depreciated, is the best estimate of the replacement cost 
that can be derived from the evidence on record. 
Furthermore, the Commission believes this 'replacement cost 

·can be combined with the original cost to determine the 
appropriate Fair Valu.e of the electric plant in service 
provided that proper weighting is applied to eliminate 
deficiencies in'the replacement cost estimate. 

The Commission concludes that the Company's proposed 
inclusion in the rate bas9 of ii ,341,000 representing plant 
under construction should be disallowed inasmuch as the same 
was not plant in service, used and useful, or in operation 
during the test period, and further that the investment in 
the tourist and information center should hot be included in 
the rate base. · 

The Ccmmission concludgs that the reasonable original cost 
of the property, less that pcrtion of the cost which has 
been consumed by previous· use recovered by depreciation 
expense, and the replacement cost of said property are 
appropriate factors to be used in determining the fair value 
of sai,d property if ·considerati,an is given to the condition 
cf the property and the outmoded d9sign cf some cf the older 
plant when weighting theSe factors. The·•commission further 
concludes that the proper weighting, considering deprqciated 
original cost, replacement cost, and the outmoded desigil of 
some of the older plant, is two-tnirds weighting for 
original cost and one-third weighting for replacement cost. 
By this method the Commission datermines the fair value of 
the said plant devoted to retail service in North Carolina 
to be $14,488,865 or $76,419,331 including $1,930,466 
allowance for working capital. 

Fair Rate of RatUrn 

The Application of VEPCO in this proceeding seeks an 
increase under the proposed rates to produce $2,511,328 of 
additional annual revenue, on an annualized basis, based on 
the customers connected at the end _of the test period. The 
following tables based on the Findings of Fact, show the 
derivation of the $962,685 of such increased revenue found 
to be reasonable from the records in this proceeding with 
the adoption of Staff adjustment.s: 
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VIRGINIA ELECTRIC AND POWER COMPANY 
NORTH CAROLINA RETAIL OPERATIONS 

STATEttENT OF RETURN 

Present 
...B.9.tfil?_ 

Q];!erating ~venues 

Approved 
1!1£~l!§~ 

Approved 
_ _Rl!!fil?_ 

Gross operating revenues $21,456,589 $962,685 s22·,419,27_lt 

Operating ]~!U!~ 12ill£iliD§ 
Fuel expense 5, 31'5, 524 
Purchased power I, 08 e, 636 
Operation and maintenance 

expenses (excluding pur-

5,345 I 524 
1,088,636 

chased power) 4,808,188 4 1 808, 188 
Depreciation 2,531,225 2,531,225 
Taxes-other than income 2,205,375 57,761 2,26J,f36 
Taxes-state income 174,489 54,295 228,784 
Taxes-Federal income 485,189 408,302 893,491 
Taxes-deferr~d income (63,357) (63,357) 
Investment tax credit 

normalization 162,428 162,428 
Investment tax credit 
amortization _...[!J!.h 0, 00~4~1------~<~I O_a_..QQ.!!l 
Total operating revenue 

deductions 16,634,693 520,358 17,155,051 

Net operating income 4;ij21~896 442,327 5,264,223 
Less: interest on customer 

deposits 3,.§l 7 3 JllL 
Net operating income for 

return $ 4,81~,079 $442,327 $ 5,260,406 
---=============================== 



Investment in Electric 
Electric plant 

RATES I 8 I 

in service $84;864, 279 $ $84,864,279 
__ :......!!.:iQ,..§J,,6,_ ____ ~_-..::4!JQ.&~ 

Total investment in 
electric plant _.§!l,.Jl.iLll 5 a !i..J!!i..ll.2 

18,884,992 18,884,992 
aid 

Less: Accumulated 
depreciation 

contributions in 
of construction ___ 202,.9:~3J_ ______ _,,206..2]l 

Net investment in electric 
plant 66,223,192 66,223,192 

Allowance for working Ca~ital 
Materials and supplies 1,619,088 1,619,080 
Cash 1,269,215 I ,269,215 
Less: Fuel payment lag 203,254 203,25LJ 

Average tax accruals 664,348 85,405 749,753 
customer deposits ___ 9-2L235 ----·------~9Qi£.1~ 

Total allowance for 
working capital 

Net investment in electric 
plant plus allowance for 
working capital $68,153,658 $(85,405) $68,068,253 

-------------------------------.--
Rate or returns on original 
cost net investment - % · 7.73 

================================= 
Fair value rate base 

Rate of return on fair value 6. 31 

VIRGINIA ELECTRIC AND POWER COMPANY 
DETERMINATION OF EMEEDDED COST 

OF DEBT AND PREFERRED DIVIDENDS 

$76,333,926 

6.89 

BASED ON TOTAL COMPANY CAPITALIZATION AT JUNE 30, 1972 

Amount · 
Total 
~Q!!HHU!I 

Total debt $1 ,246,223',61'1 
Preferred stock 241,71'0,058 
Interest-free 

Ratio 
__ L_ 

56.49 
10.96 

capital 38,935,845 · 1. 77 
common equity __ 679L05lLL87_30.78 

Total c.apitali-
zation $2,205,950,'131 (00.00 

==================== 

Interest and 
Dividend 

Reg.!J.i!:&H!~!!1.§ 

73,01-7,615 
15,932,132 

Embedded 
Cost of 

_Dell!;_!_ 

5.86 
6.59 



182 ELECTRICITY 

VIRGINIA ELECTRIC lND POWER COMPANY 
NORTH CAROLINA RETAIL OPERATIONS 

£lll!itslizl!.tl2!! 

Present Rates - Orig.!nal fQ§t 
Net Investment 
-- ----NetGPerating 

Rate. Embedded Income for 
]!s§~ £Qfil:..:=-.! !i~t ur,"n ___ _ 

Total debt 
Preferred stock 
Interest-free capital 
Common equity 

$38,500,001 
7,469,641 
I, 206,320 

5-86 
6.59 

$2,256,100 
492,249 

Total capita1ization 
_2J!i971,_696 -- 9,87 _ 2..J!69_.730 
$68,153,658 $4,818,079 
.-------------------------------

Authorized Rates - original cost Investment 

Cafilt§lization 
Net 

Investmwt 

Total debt $38,451,756 
Preferred stock 7,460,281 
Interest'-free capital I ,204,808 
Common equity _lQL22lL1Q~ 

Total $68',068,253 

Embedded Cost 
and Return on 
£2!!1.!!Q.!!_f£U!i t1: 

5.86 
6.59 

_Ll.,_Q.Q 

Net Operating 
Income for 

__ ReU.1;,n __ 

$2,253,273 
491,633 

-.l.<2l2.<2.Q.Q 
$5,260,406 

===============================-======== 
Authorized Rates - Fair Value Rate Base 

Net 
ca.Eitali-zation In vestment 

Total de~t $38,451,756 
Preferred stock 7,460,281 
Interest-free capital 1,204;808 
Common equity _29.&l!liQ~! 

Total $76,,333,926 

Embedded Cost 
and Return on 
Common Ecuity 

5.86 
6.59 

Net Operating 
Income for 

__ Return __ 

$2,253,273 
49 I ,633 

_1 .. 2l2.<200 
$'5,260,406 

----------------------------------------
The ability of VEPCO to provide adequate service in its 

service area and to construct need~d plant to meet the 
increased demand for electric current and the law require 
that VEPCO be alloved to earn a rate of return at a level so 
as to attract the capital necessary for suCh a program. 

The earnings of VEPCO during the test period under the 
present rates are insufficient to .provide adequate service 
and to compete' in the· mar!cet for additional capital for 
expansion of service and to provide- a fair return on the 
investment of its stockhold~rs. 
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Changes in the interest charges coverage rat~o has a 
direct influence on the rat~ of return to the common 
stockholder•s equity due to th3 fact that the interest costs 
m.u·st be deducted £:tom net operating incoine before· the rate 
cf return·to the common equity capital ca_n be computed. In 
the instant situation the co~~i~sion concludes that it iS 
necessary to provide additional rev·enues so· that VEPC0 1·s 
coverage ratio will be adequate. The -interacting functions 
of _the coverage ratio and the rate of return on ccmmon 
equity, two importaht earnings criteria recognized in ~he 
financial ma~kets from which VEPCO must seek funds, have 
been carefully considered by the coromission. 

VEPC0 1·s bond indenture requires that all interest on its 
first and refunding mortgage bonds must be earned at least 
twice (the ratio being comput~d before income taxes) before 
additional bonds niay be sold. · Based on the test year 
operations and after accounting and pro fotma adjustments, 
the fixed charges coverage ratio (which include interest 
charges on all types of ·d3bt on an annualized ~asis} 
computed before income t'axes w.as· 2.21 times at the. present 
level of rates. At the level of rates herein approved the 
interest coverage ratio will increase to·2.61 times and the 
rate of return on the common stockholder's equity will be 
12% and on fair value equity of 8.6J%. · 

Th€! rates proposed by VEPCO are found to be unreascna.lile 
and unjustified to the ext9nt that . t-hey .produce any 
increases in annualized revenue on the Custom·ers at the end 
of the test period in excess of $962,685. 

The commission concludes that an increase of $962,685 or 
38.24% of the $2,517,328 increase requested in the 
application is necessary to- maintain VEPC0 1 s facili t.ies and 
service in accordance with the reasonable requirements of 
its customers in North Catalina and to p~ovide a fair rate 
of return to VEPCO on the fair value cf its properties used 
and useful in North Carolina. 

Automatic Fossil Puel Adjustment Clause 

The·commission, after studying the purpOrted advantages of 
an automatic fuel clause, concludes that the most attractive 
feature of t.he proposed clause is the possibility of its 
eliminating the necessity of fraguent rate proceedings by 
reducing attrition in earnings resulting from increases in 
fuel costs. However, the commission is of the opinion,. in 
view of the current inflationary economic climate and the 
increasing cost aspect of electric utilities that frequent 
reguests for rate increases will be filed regardless of a 
fuel clause. Faced with this ~robabilit.y, the commission 
believes that the other purported advantages are decreased 
in sig-nificance and th':!ir purpose can be achieved by 
appropriate rate design and formal rate proceedings. There 
are several significant disadvantages to an automatic fuel 
adjustment clause and t_he commission is of the· opinion that 
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these disadvantages .are adequate raasoni to. deiny ,the -proposed 
aut_omat'ic,. fossil fuel adjustment charge. 

Furthermore, denial of the prop9sed fuel clause precludes 
the possibility of increases at some time· in the future in 
VEPC0 1 s electric rates in North Carolina without adequate 
opportunity for the VEPCO customers or the public to be 
heard, and wfthout oi,pOrtunity for the Commission to -examine 
said rate increases to ·a·eter11ine if . they are just and 
reasonable ·and non-discriminatory and to determine the fair 
rate of return or fair. value of VEPCOJs property during said 
time in the future. 

cost• of Service 

While certain areas-of the Cost of Service vere performed 
in a logical and disciplined manner, other areas were 
inconsistent in methodology. I-t is apparent that VEPCO did 
not measure demands at the tim3 of a system peak for use in 
Cost of Service Study allocations based on system peak. 
Instead of justifying its methodology, the Company chose to 
stress to the Commission th3 probability that the staff's 
recommendations would· likely have the effect of assigning 
more demand responsibility to the residential class. 

This Commission cannot condone the selection of allocation 
methods in order to artificially prevent t·he allocation of 
costs to the responsible classes. of service, no· matter which 
class of service might appear to benefit. This Commission 
must have, and indeed it is i11perative that it deems .to 
have, the most accurate and stable cost of service Study 
which is practical to produce. It would appear that this 
should also be the attitude and concern of Virginia Electric 
and Power Company for hov else is the Company to properly 
plan its actions but to ascertain the dire.ction in which its 
costs are heading an.d the relationship of •these costs· to its 
rate structures and its operations. In these times of 
changing cost relationship, it is mandatory that complete,· 
accurate, responsible cost of service studies be regularly 
produced -and studied. 

Rate Design 

Throughout the post World War II period and up to the 
present, time, the Commission has permitted the matter of 
rate desigll to reslde almost solely in the bands of the 
management of the power utilities that serve. North carclina-. 
Relatively few public compl3ints arose.through the years 
from this practice beCause the utilities were, and happily 
so for both them and their customers, smoothly sliding down 
their decreasing production~cost curves. The more power 
that could be generated, the less it would cost to produce 
each additional unit of power, resulting in -more profits for 
the utili'ties,_ at least in the short run, and cheaper• rates 
for their customers. Under such circumstances and with the 
utilities themselves de.monstrating interest in simplifying 
and improv~ng their rate designs, it is not surprising that 
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few public complaints and little Commission attention was 
given to the complex matter of hov revenries were collected. 

However, the presen~ situation, in which the electric 
utility industry has become an .increasing cost industry, 
brought about by the energy shortages,. inflation, the 
requirement to internalize envircnmental costs, etc., has 
resulted in VEPCO filing almost an·nual applications for rate 
increases. There does not appear tote an immediate end in 
sight to the problems of rising costs. conseguently, 
inefficient and unduly discriminatory pricing policies which 
will result in or accentuate erosion i:n earnings and require 
rate relief, or add to the amount of rate relief that ~ight 
be needed, should not be permitted. In this regard, the 
commissicn is presently of the opinion that, for the most 
part, the method used in i1justing the pricing in the 
company's proposed rate structure and the proposed basic 
rate design is reasonable. · 

With regard to the total revenues received from each 
customer class, the Commission concludes that the rates and 
charges for any class of service should normally recover all 
the costs, including a reasonable return, of providing that 
service. If all classes of· ssrvice earn revenues which 
exactly cover all costs of service, each class will earn the 
average rate of return, but th3 commission concludes that 
some variation, within a reasonable range, in rates of 
return tetween classes, is acceptable and do~s not 
necessarily result in discrimination between classes of 
customers. 

With the above in mind, it is concluded that certain 
changes in the relative total amount of revenues collected 
from each class is necessary. The Commission is of the 
opinion that schedule 5 and 1 customers are paying much 
greater than the average rate of return and, therefore, 
should receive no increase in rates at this timP.. 
Furthermore, it appears that the $(.95/KW minimum charge of 
Schedule 5 is excessive during the off-peak season and 
should be reduced. The incrE¼Se of the proposed Outdoor 
Lighting Service schedule, Schelule 26, is felt to be 
reasonable in viev of the classes' low rate of return. 
Thus, it is concluded that the full increase proposed should 
be permitted on schedule 26. With respect to the Municipal 
and County customers, the d3sign of rate schedules for these 
classes is appropriate, as is serving both county and 
Municipal castomers on the samP. schedule. However, the 
proposed rates which generate revenues that raise the rate 
of return on thes':! classes of customers from well below 
average to well above average in one increase are excessive 
and unwarranted. The increase ptoposed by serving Municipal 
and county Street Lighting on Schedule 26 is very large. It 
is the conclusion of the Commission that this increase. is 
greater ~ban necessary and, th3refore, a schedule shduld be 
designed for governmental stre3t lighting service which will 
reduce the increase for this service. It is believed that 
these changes in VEPCO's proposal will result in rates that 
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vill ·move the rates of return in each schedule closer 
together and, thus, vill be more equitable and just. 

The commission further concludes that it is incumbent upon 
VEPCO to review its rate s_tructure on a recurring basis in 
order to achieve a continuing minimum of disparity of rates 
of return between classes of customers. 

IT IS, THEREFORE, OR_DEBED: 

I) That effective on bills rendered on an~ after August 
I, 1973 for service rendered after Jui"y I, f973, the 
Applicant, Virginia El~ctric and Power Company, ·ts 
authorized and permitted to put into effect increased rates 
and charges. Such increases in rates shall produce no more 
total annualize-a additional rev~nue as of the end of the 
test period than $962,685 being 3Bi of the increased revenue 
sought under the proposed rates of $2,517,000. 

2) That VEPCO will prepare rate schedules, in accord 
with its rate design procedures as testified to at the 
hearing and in accord with the fellowing: 

a) No· change shall te made in the basic small 
General Service schedules (nos. 5 and 7) that were in effect 
p~ior to the Application except that the minimum charge on 
schedule No. 5 during the Base ~onths (November through 
June) shall be no more than $j.OO p8r KW-of demand. 

b) The Outdoor Lighting Schedule (No. 26) shall be 
as proposed in the Application. 

c) The Facilities Charges shall be as proposed in 
the Application. 

d) Rate schedules shall be designed in accord with 
the Company's general proposal for all Municipal and county 
service; however, ·the amount of increase shall he reduced 
from the proposed rates.. A schedule shall be designed for 
governmental street lighting. 

e) The increased revenues granted 
allocated among the schedules and their 
subsections approximately as outlined helow: 

shall be 
respectiv9 
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Residential Schedule No. 
small General service 

Schedules 5 & 7 
Large General Service 

schedule 6 (inc. Break~ 
down, Relay, I I} 

outdoor Lighting Service 
Schedule No. 26 

Facilities Charges 
Mµnicipal S~rvice 

Misc. Light & Power 
·street Lighting 
Traffic & Caution 

county Service 
Hise. Light & Power 
All Elec. Bldg. service 
street Lighting 
Traffic & Caution 

Total 

RATES 

!Q!Sl Revenue Increase 

$538, 12q 

(22,059) 

322,204 

3 I, I 20 
5,996 

32,183 
JO, 00-9 

2,15q 

17,042 
4,048 
I, 840 

22 

$962,683 

187 

(. 6 2) 

q. I 2 

10.09 
9.29 

20. qq 
20.00 
29.06 

6.40 
8.49 

16.20 
30.56 

(3) That the filing and usa of the Automatic Fossil Fuel 
Adjustment clause by Virginia Electric and Power Company 
proposed in this proceeding ta, and the same is, herebY 
denied. 

(4) That said rate aesign shall be ·submitted by July 20, 
)973, a:hd that said rates are to be effective on tills 
rendered on and after August I,, 1973,, for service re·naered 
after July I, 1973. 

(5) That the revenues and rates of return on net original 
plant investment plus allowance for working capital based 
upon 1971 sales, be calculated for each rate s_chedule under 
th:e rate design proposed by VEPCO in obtaining ·the $962,685 
increase with results furnished to the Commission no later 
than July 20, 1973. 

(6) That the rates approved under the Undertaking filed 
by VEPCO on February 9., 1913, are to be cancelled upon the 
effective date of the rates approved in this Order. All 
revenue received from cust?mers from the rates allowed under 
the Undertaking over and above the revenue that would have 
been realized had the rates approved herein been in effect 
since March 1,, !973, shall be refunded, with interest of 6% 
per annum, to each customer. 

(7) That VEPCO shall complete and file with the 
commission annually on Apiil 30 a cost of Service study 
detailing the rate 9f return earned by Each class of 
service, and the customer, demand and energy components of 
revenue deductions and net plant investment; and allowance 
for working capital; that such studiP.s shall be based upon 
each calendar year•s operations; that demand data used shall 
have been taken within two years of the end of th€ period 
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under· study; that the methcds of executicn of cost of 
service studies shall be deter11ined by the· company with t!J.e 
goals of accuracy, responsible allocation, and stability 
over time; and that studies bas3d upon alternative methods 
may be submitted for consideration, but that at least one 
shall be ba!=ied upon .the follo11ing: 

(a) Sizes of distribu ti On plant used in computation 
of customer components shall be tha minimum sizes which will 
meet the requirements of the National Electrical Safety code 
and other like restrictions, and costs for such sizes of 
equipment shall be actual costs, if available, or shall be 
computed using statistical regression techniques and t.he 
minimum-intercept method. 

(b) Coincident d~mands _shall be measured at the 
time of daily system peaks, and that demand data taken at 
the time of the top five 1aily -system peaks (if all five are 
within I /2% of the yearly system P,:!ak) shall be averaged to 
calculate the coincident d~mand factors to assure proper 
assignment of·coi~cid9nt peak resp~nsibility. 

(c) ·The distribution line ·portion of Account 360. 
Land and Land Rights, shall be allocated on custcmers cnly.• 

(d) Account 364 Poles, Towers, and Fixtures, 
shall be Bllocated to primary and secondary based upon • the 
number of wires on each pole in the sample, w~ighted by the 
relative difference in Bire sizes, and all neutrals shall be 
allocated to the primary,. "\;hat if ·poles are initially 
installed oversized to carry planned later wire additions, 
the final design shall, if possible,. be used in the above 
allocation, and that the Minimum Intercept cost of a Class 7 
pole shal_l be used v}!.en -computing the custome:i: component. 

(e) The Calculation of the customer componei:it of 
Account 365 - CoAductors, shall be based upon two-wire 
secondaries and primaries and,three-~ire joint secondary
primary lines, and that the Minimum Intercept cost of #4 
ACSR or equivalent shall be used. 

(f) T·he calculatiOn · of the customer component of 
~ccount 367 - Underground CondUctors and Devices, shall be 
based upon #ll A I UG cable primary and #·IO Cu or #8 A I duplex 
600 V UG cal::le (or such cable as to carr_y a minimum load)_ 
for secondaries. 

(g) The calculation of 
Account 368 - Transformers, sh1ll 
Minimum Intercept. 

the customer component Of 
be based upon a o KVA 

(h) The calculation of the customer component of 
Account 369 - services, sha·ll be based upon #4 EC. #ACSR, 
'#10 AD cu., or #12 MHO Cu for overhead services and #10 cu 
or #8 Al duplex 600 volt UG Catle for underground. 
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And, that each study shall include an analysis of the 
changes in customer demands, rates of return, and expense 
and plant factors·vhich have occurred since the 1971 Cost of 
Service Study, and that such studias sha11 continue to be 
made and filed with the Commission each year through 1984, 
and thereafter in like manner unless terminated by the 
Commission. 

8) For any industrial customers having unusually low 
load £actor brought about by sporadic and infreguent 
operation of heavy power usage equipment, VEPCO is hereby 
ordered to immediately begin the review of the possibility 
and justification for, if any, of eStablishing an off-peak 
seasonal night-time rate which mig~t encourage the use of 
such eguipment at off-peak times. 

9) That VEPCO design and transmit to its customers at 
the time of their next monthly billing following August I, 
J 973, a final notice a·dvising its customers of the increa·se 
in rates and the revised rate scbedules on which they are 
served. 

10) That a11· motions in the matter, taken under 
advisement and still pending, which have not been made moot 
by the _foregoing findings, conclusions, and ordering 
paragraphs are hereby denied, including the motion of the 
municipal intervenors that their rates not be subject to 
this proceeding by virtue of th3 contracts entered with 
VEPCO. 

ISSUED BY ORDER OF THE COMMISSION. 

This the .2st·h day of June, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

DOCKET NO. E-22, SUB lql 

WELLS, COMMISSIONER, CONCUBRING. Although I believe the 
rates of return allowed in this order to be too high, I have 
concurred in the result of the order, principally because 
through this · Order, -we hav9 .csccomplished substantial 
improvement in VEPCO's rate design, ·and have managed to 
either eliminate or substantially correct some glaring 
inequities. 

I am also particularly pleased that through this Order we 
have avoided adopting VEPC0 1 s proposed automatic fossil fuel 
clause adjustment, as I believe the automatic fuel clause 
adjustment to be~ particularly sinister device for making 
electric rates in these times. 

Rugh A. Wells, Commissioner 
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DOCKET NO. E-2, SUB 222 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter Of 
Carolina Power"S Light com~any- - Authority 
to Issue and Sell $ I 00, 000, 000 Prin·cip<il 
Amount of First Mortgage Bonds, __ % 
Series Due 2003 

ORDER GRANTING 
AUTHORITY TO 
ISSUE AND SELL 
SECURITIES 

This cause comes before the Commission upon Application of 
Carolina Power & Light Company (Company), filed under date 
of April 19, 1973, through i'ts C_ounsel; Thos. E. Capps,. 
wherein authority of the Commission is sought as follows: 

To issue and sell $100,000,000 principa-1 amount of First 
Mortgage Bonds, ____ % Series due 2003. 

FINDINGS OF PACT 

I• The Company is a C_orporation organized and existing 
under the laws of the State of North Carolina with its 
principal office at 336 Fayetteville Street, Raleigh, North 
Carolina, and is a public utility operating in North 
Carolina and south Carolina, where it is engaged in 

·generating, transmi t'ting, delivering and furnishing 
electricity to the public for compensation. 

2. The company's capital stock outstanding at February 
29, f 973, consists of common stock with a stated value ·of 
$353,219,788 and preferred stock having a stated value of 
$( 73,800,900. 

·3. · The Company's existing long-term debt at February 28, 
1973, amounted to $634,030,000 in First Mortgage Bonds, $50 
million in a Six-Year Term Note and $110,242 in Promissory 
Notes. The First Mortgage Bonds wgre issued and pursuant to 
an Indenture dated as of May I, 1940, and duly executed by 
the Company to Irving Trust company of New York, and E. J. 
McCabe and Robert T. Lavender becoming successor therein 
(successor to Frederick G. -Herbst, Richard H. West,. and ·J. 
A. Austin) and amended by sixteen Supplemental Indentures. 

4. The Company proposes to issue and sell $t00,.000,000 
principal amount of First Mortgage Bonds, ___ % series due 
2003, tO be secured, under a Seventeenth supplemental 
Indenture to the Mortgage and need of Trust dated as of May 
I, f940, substantially in the form of the draft thereof 
attached to the Application and identified as Exhibit A. 

5. Construction expenditures for additional electric 
plant totaled $180,738,716 in the period ·August 1 .. 1972 
through February· 28, 1973. The net proceeds from the 
proposed sale of First Mortgag~ Bonds will be used for 
general corporate purposes including the reduction of short
term borrowings incurred prim.arily for thei construction of 
new facilities. 
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6. The company proposes on or ·about May 16, 1973, to 
pub~icly invite sealed, writte_n pi:opcsals for the purchase 
of the First Mortgage Bonas at competitive bidding on tgrms 
and conditions set forth in Exhibit C attacbed to the 
A{lplication-. The bids submitted will be opened on or 'about 
Hay 22, 1973, and the Company intends to, accept the bid 
providing it vith the lowest annual cost of money for the 
First Mortgage Bonds but will reserve the right to reject 
all bids. 

7. The Company. proposes to enter into a Purchase 
Agreement with the bidder or group of bidders whose bid, as 
to the inte,rest rate to be borne by the -First M6rtgage eo·nas 
and 'the price to be paid for the Bonds .will provide the 
lowest annual cost of money. The Purchase Agreement wil·l be 
in the form or ·substantially in the form as Exhibit D 
attached to the Application. 

8. The ~xpenses estima·ted to be incurr~d- in the sale of 
the First Mortgage Bonds will approximate $f35,000. 

CONCLUSIONS 

From a· review and study of the Application, its supporti_ng 
data and other information in the commission's files, the 
commission is of the op1n1on and so finds that the 
transactions herein·proposed are: 

(al For a lawful object within the corporate purposes of 
the Petitioner; 

(b) compatible with the public interest; 

(c) Necessary and appropri,ate for and ·Consistent with the 
proper performance by Petitioner of its service to 
the public as a utility and will not impair its 
ability to perform that service; and 

(d). Reasonably 
purposes. 

necessary 

IT IS, THEREFORE, 
Company, be, and it is 
permitted· under the 
Application: 

ORDERED, 
hereby, 

terms and 

apprOpriate for such 

That Carolina Power & Light 
authorized, empowered and 
conditions set forth in the 

f. To issue and sell at competitive bidding a maximum of 
$J00,000,000 principal amount of First Mortgage Bonds, ___ % 
series due 2003; 

2. To sell the securities to the bidder or group of 
bidders submitting the proposal which will provide the 
company with the lowest annual cost cf mone,y; 

3. To create, execute and deliver a Seventeenth 
supplemental Indenture to be dated as of May I, 1973, to the 
company's Mortgage and Deed of Trust, as supplemented, 
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conveying all or substantially all of the company• s 
mortgageable properties and franchises acq·uired since the 
execution and delivery of the Sixteenth, Supplemental 
Indenture to the Mortgage and Deed of ,Trust, and pledging 
the faith, credit and property of the Company to secure 
payment of the Bonds; 

4. To use and apply t·he net· prcceeds from the 
and sale of the securities desct:ihed herein to the 
_set forth in the application; 

issuance 
purposes 

5. To file with this cOmmission, wheJl available in final 
form, one copy each of the seventeenth Supplemental 
Indenture and Purchase Agreem9nt; and 

6. To. file with. this Corr-mission', in duplicate, a 
verified report of 'actions_ t<1:ken , and transactions 
consummated (including the interest rate to be borne by the 
Bonds, the price.received by the· C°ompany, and the expenses 
associated with the. sale) pursuant to the authority granted 
herein within a period of thirty (30) days following the 
transactions authotized her~in. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 27th day of April, 1913. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. E-2, SUB 223 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application .of Carolina Power & 
Light Company for Authority t6 
Amend its Stock Purchase-savings 
Program for· Employees· 

ORDER GRANTING 
AUTHORITY TO AMEND 
STOCK PURCHASE-SAVINGS 
PROGRAM FOR EMPLOYEES 

This cause comes before the Commission upon an application 
of Carolina Power & Light ("Company") filed under the date 
of Hay I 5, 1973, through its Counsel, Thos. E. Capps, 
whereby authority of the Commission is sought as,follovs: 

To amend the Company's Stock Purchas~-savings Program for 
Employees. 

FINDINGS OP PACT 

1. The Company is a corporation organized and existing 
under the laws of the State of Ncrth Carolina, with its 
principal office at 336 Fayetteville Street, Raleigh, North 
Carolina, and it is engaged in generating, .transmitting, 
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delivering and furnishing electricity to the p~blic for 
compensation. 

2. The Company's capital stock outstanding as of March 
31, 1973, consisted of common stock with a Stated value of 
$353,342,997 and Preferred stock for· a stated value of 
$173,800,900. 

3. By action of its Hoard of Directors and sharehdlders, 
the company established in (961 a stock Purchase-savings 
Program for Employees (the "Program"). The nature of the 
Program and the manner of its operatio~s are set forth in 
the May 18, 1961, order of this Commission in Docket No. E-
2, Sub 78. 

4. By action of its Board of Directors on March 9, 1966, 
and ratified by the shareholders on May 18, 1966, the 
Program was amended subject to regulatory approval. The 
nature of said amendments are set forth in the May 18, 1966, 
order of this commission in Docket No. E~2, Sub 129 which 
approved the amendments to the Program. 

5. On December 20, 1972, the Board of Directors of the 
Company p~oposed that the Program be amended, said 
amendments - were approved by the shareholders at the 1973 
Annual Meeting of Shareholdars held on Hay 16, 1973, so as 
to (i) lower the minimum age limit for participation from 21 
years of age to (8 years of age; (ii) reduce the time an 
employee must have been employed by the Company before he is 
eligible to participate in the Program from I ·year to 90 
days prior to class formation; (iii) increase the savings 
that an employee may make from a range of 2% to 5% of 
eligible earnings to a range of 2% to 6% of such earnings; 
and (iv) "increase the additional amount employees may save 
from a maximum of 5% to a maximum of 6% of earnings, for 
which the company does not maka a contribution. 

6.. The Program has been well received by the company •·s 
employees. Approximately 79.21 of eligible employees are 
currently participating. Tha Company is confident that 
a~endments to the Ptogram incr3asing the benefits available 
thereunder and to a larger number of employees will create 
an even greater interest among employees and further 
increase the ability of th3 ccmFany to retain skilled 
personnel and to attract desirable new employ~es. The 
proceeds to be received by the ccmpany from the issuance and 
sale of its common stock pu,rsua.nt to the Program will be 
used £Or genera'l Corporate purposes. 

7. The Company estimates that it will incur expenses in 
the amount of $8,000 in connection with the amendment of the 
Program. 

CONCLUSIONS 

From a review and study of the application, its supporting 
data and other information in the commission's files, the 
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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 Petitioner; 

(b) compatible vith the public interest; 

(c) Necessary and appropriate for or consistent with the 
proper performance by P~titioner of its service to 
the ·public and vill not impair its ability to perform 
that service; and· 

(d) Reasonably necessary and appropriate for such 
purposes. 

IT IS, THEREFORE, ORDERED 
company be, an a it is hereby, 
permitted under the terms and 
application: 

That Carolina Power & Light 
authorized, empowered and 

conditions set forth in this 

I• To amend the Stock eurchase-Savings Program for 
Employees: 

(i) To lover 
participat-ion 
of age; 

the minimum age limit 
from 21 years of age to 18 

for 
years 

(ii) To reduce the time an emfloyee must have been 
employed by the company befo~e he is eligible 
to participate in the Program from I year to 90 
days prior to class formation; 

(iii) To increase the savings 
make from a range of 21 
earnings to a range of 
earnings; and 

that an 
to 5% 

2% to 

employee may 
of eligible 

6% of such 

(iv) To increase tha additional amount employees may 
save from a maximum of 5% to a maximum.of 6% of 
earnings, for which the Company does not make a 
contribution. 

IT IS FURTHER ORDERED, That the Company shall file with 
the Commission as Exh!hit £ tO its application, a certified 
copy of the vote taken on the proposed Amendments at the May 
16, 1973, Annual Meeting of Shareholders of the company, and 
tha_t the Company shall file with the Commission a report, in 
duplicate, setting forth the extent of emfloyee 
participation, the number of shares of stock actually sold 
to the •Trustee and the selling price per share of each block 
of stock sold, such report to be made annually until all 
Common Stock authorized has bean sold. 

ISSUED BY ORDER OF THE COMHISSIOU. 
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This the 29th day of May, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherina H. Pee19, Chief Clerk 

(SEAL) 

DOCKET NO. E-2, SUB 226 

BEFO.RE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Carolina_Pover & Light Company-
Application for Au~hority to 
Issue and Sell 500,000 Shares of 
Preferred Stock A, $7.45 Serie,s 

OllDER GRANTING 
AUTHORITY TO 
NEGOTIATE SALE 
OF SECURITIES 

This cause comes before.the Commission upon an Application 
of C:arolina· Power & Light Company. (Company) •filed under date 
of September 13, (973, through its counsel, w. E. Graham and 
ThoS. E. Capps, vhereih authoCity of the Commission is 
sought as follows: 

I • To issue 
A,. without 
company of 

and sell 500,000 shares cf Preferred Stock 
par value, to The Prudential Insurance 
'America vith a dividend rate of 7.QS~. 

FINDINGS OF FACT 

1. The Company is a c0rporation organized and existing 
under the laws of the State of North Carolina, with its 
principal office at 336 Fayetteville street, Raleigh, North 
Carolina, and is a public utility operating in North 
Carolina and South Carolina, where it is engaged in 
generating, transmitting, delivering, and furnishing 
electricity to the public for compensation. 

2. The Company's capital stock outstanding as of June 
30, 1973, consists of common stock with a stated value of 
$353,860,047 and preferred stock having a stated value of 
$173,800,900. 

3. The Company• s existing long-t_erm debt at June 30, 
1973 amounted to $734,030,000 in First Mortgage Bonds .and 
$50,110,242 in Promissory Notes. The First Mortgage Bonds 
were issued and pursuant to an Indenture dated as of May I,, 
(940, and duly executed by the company to Irving Trust 
Company of New York as corporata Trustee, as ·supplemented 
and amended by seventeen Supplamental Indentures. 

4. The Company proposes to issue and sell 500,ooo shares 
of Preferred Stock A, $7.45 Series, to The Prudential 
Insurance company of America in accordance with a Preferred 
Stock Purchase Agreement substantially in the form ann~xed 
as Exhibit A to the Application. 
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5. Construction expenditures for addit.ional electric 
plant totaled Sl21,Q26,J25 in the period from Karch 1. 1973, 
through June 30, t973. The nat prciceeds fr.om the proposed 
sale of Preferred ~tock A will be used for general corpcirate 
purposes including the reduction of short-term· borrowings 
incurred primarily for the construction o.f new faCilities. 

6. The company estimated that it will. incur expenses in 
the amount of $100,000 iri. the sale- of the Preferred Stock A. 

CONCLUSIONS 

From a review and study of the Application, its supporting 
data and other information in the Commission•s files, the 
Coinmissi.on is of the opinion and so .. concludes, that the 
transactions herein proposed are: 

(a) For a lawful ob.jeCt with.in the corporate purposes of 
the' Petitioner; 

(b) Compatible with the- public interes·t; 

(c) NecesSary and appropriate .for a·nd consistent with the 
proper performance by Petitioner of its service• to 
the public and will not impair its ability to perform 
that: service; and 

(d) Reasonably 
purposes. 

necessary and appropriate for such 

IT IS, THEREFORE, ORDERED That Carolina Power & tight 
Company be, and it is hereby, authorized, empowered and 
permitted upon approval by the shareholders of the amendment 
to its Charter creating Preferred stoCk A and under the 
terms and conditions set forth in its App_lication: 

I. To 
A, $7.qS 
Insurance 

issue 
series, 
company 

and sell 500,000 shares of Preferred Stock 
without par value, to The Prudential 

of Ameri~a, with a dividend rate of 7.45%; 

2. To apply the net proceeds to be derived £rem the 
issuance and sale o.f said sharaS of Preferred Stock A to the 
purposes set £Orth in the Application; and 

3. To file,. within thirty (30) day.s after the sale of 
the Preferred stock A, two (2) copies of the Preferred Stock 
Purchase Agreement in final fotm and a report, in duplicate, 
of the sale of Preferred stock A, as supplemental Exhibits 
in this proceeding. 

ISSUED BY ORDER OP THE COMMISSION. 
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This the 25th day of September, J973. 

NORTH CAROLINA UTILITIES COHaISSION 
Katherine M. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. E-7, SUB 153 

BEFORE THE NORTH CAROLINA UTILITIES COHHISSION 

In the Hatter of 
Application of Duke Power Comp3ny for 
Authorization Under North Carolina 
Gene_ral Statute 62-1 61 to Issue and 
Sell Securities (Preferred Stock) 

ORDER GRANTING 
AUTHORITY TO ISSUE 
AND SELL PREFERRED 
STOCK 

On March 6, 1973, Duke Pow~r ccmpany (the company) filed 
an application with this Commission for authority to issue 
and sell a maximum of 600,000 shares of a new series of its 
cumulative Preferred stock of the par value of $100 per 
share to be designed ·as 11 7. 3 5% cumulative Preferred Stock, 
Series I 11 (the proposed stock) • 

FIIIDINGS OF PACT 

I• The Company is a corporation duly organized and 
existing under the laws of the State of North Carolina; that 
it is a public utility 3ngaged in the business Of 
generating, transmitting, distributing and selling electriC 
power and energy, and in the business of operating water 
supply systems, and. is a public utility under the laws of 
this state and in its operations in this State is subject to 
the jurisdiction of the North Carolina Utilities Commission. 
It is duly domesticated in•the State of south Carolina and 
is authorized to conduct business and is conducting and 
carrying on the business heretofore mentioned in that State; 
that it is also a public utility under the laws of the State 
of South Carolina and that in its operations in that State 
is subject to the jurisdiction of The Public service 
comNission of south Carolina; and that it is also a public 
utility under the Federal Power Act, and certain of its 
operations are subject to th~ jurisdiction of the Federal 
Power Commission. · 

2. The. Company represimt 5 that the proposed stock will 
be issued pursuant to its Articles of Incorp_oration whereby 
the Company is authorized to issue and sell any of its 
authorized and unissued shares of Ereferred stock upon such 
consideration (not, however, tote less than the par value 
thereof), upon such terms in such manner, and with such 
va'ria-tions as to (a) the rates of dividends payable thereon, 
(b) the terms on which the sam~ may be. redeemed (not, 
however, to be less than 1=ar) , (c) th·e terms or amount of 
any sinking fund provided for the purpose of redemption 
thereof, and (d) the terms upcn which the holders thereof 
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may convert the same into stock of any other class or 
classes, or into one or more sarias of the same class, or of 
another class or classes, as may be determined by .its Board 
of Directors at the time of crgation of such series. 

3. The company proposes, subject to the ap~roval of this 
Commission and The PubliC Service commission of south 
Carolin~, to issue and sell on or about March 29, 1973, to 
The Prudential Insurance Company of Ameiica through private 
placement by ~organ Stanley 6 company a maXimum of 600,000 
shares of the proposed stock, at a price o"f $100 per share 
at a rate of dividend· of 7.351. No ·r~gistration·rights 
under the securities Act of 1933, as amended, will be 
granted to the purchaser. The proposed stock will be 
nonrefundable at a lower cost of money from or in 
anticipation of a refunding operation involving the proceeds 
from the sale of indebtedngss or of a preferred stock senior 
to or on a parity with the pro~osed stock, or in any case, 
through the sale of additional junior. eguity securities, 
prior to March 15,. 1978. Otherwise, the pi:opo·sed stock will 
be redeemable on not less than 30 days' notice -at $110 per 
share prior to March 15, 1983; tberea~ter and prior to March 
15, 1988 at $103 per share; and thereafter at $101 per 
share. on March 16, (984, and on each March 16 thereafter, 
the company will redeem at a. price of $100 per share 4~ of 
the number of shares .Of the proposed stock originally 
issued. The Company will have th9 non-cumulative option to 
as much as double the redemption payment, provided however, 
that not more than 2QO,OOO shares cf the proposed stock may 
~e redeemed pursuant to this option. Except as otherwise 
stated in this paragraph, the provisions of the prcposed 
stock will generally follow those of the pri"or series of 
preferred stock issued during the past several years and 
presently outstanding. 

· 4. The company asserts that no fee for services (other 
than attorneys, accountants and fees for similar technical 
services) in connection with the negotiation or consummation 
of the sale of the proposed st·ock or for services in 
securing underwriters or purchasers of the proposed stock 
(other than the placement fee negotiated with the aforesaid 
investment banker) will be paid in -connection with the issue 
and sale of the proposed stock. such placement fee vill not 
exceed $.375 per share of the ptopcsed stock or a maximum of 
$225,000 and it is estimated that the total expenses tc be 
incurred by the company in connection with the issue will 
not exceed $275,000 including such placement fee, which is 
considerably less than 9xpenses incurred generally in a 
comparable public sale·. 

5. The Company represents that, based on its own study 
and the advice of its investment counselors, the sale of the 
proposed stock in the manner contemplated is favorable in 
that the private placement market provides a new source of 
capital that is not otherwisa available through public sale 
and the utilization of such-market allows the Company to 
keep out of the public market wbare there is a possibility 
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of an unfavorable rating by rating agencies. The ccmpany 
estimates that the dividend ratg on the proposed stock is 
about one-tenth of one_ percent below the rate that could be 
expeci,ed en the public ma"Fket and that the utilization of 
this.type sale avoids the risk of last minute adverse market 
conditions. 

6. The company represents that it is continuing its 
construction program of substantial additions to its 
electri~ generation, transmission, and distribution 
facilities in order to meet the continuina increase in 
demaild ·for electric service and to construct cind maintain an 
adeguate margin of reserve generating capacity. The company 
asserts that its total kilowatt hour regular sales for !912 
were 39,228,247,000, represgnting an increase of B.2% oVer 
the amcunt of regular sales during 1971 and mote than double 
the amount of such sales in 19 6 4.. On July, 24, 1972, 1:-he 
Company reached a peak load of 7,449,500 kilowatts, an 
increase.of about !0.8% over the previous winter peak of 
6, 723·, 085 and an increase of about 12. 5% over thei previous 
summer peak of 6,622,)25 of June 28, 1971. T.he Ccmpany 
expects this rate of growth to continue into the future and 
long-term· financing of its current construction program is 
essential if the Company is to continue to be able to meet 
its obligations to the public to provide adequate and 
reliable electric serv-ice. EXpenditures for the Company's 
construction program werg $45 3, 758,,000 for 1972 and are 
estimated at $453,200;000 for the year 1973. 

7. The company indicates that the net proceeds from the 
sale of the proposed stock will be applied ~nd used to 
finance the cost of construction of additions to its 
~lectric plant• facilities, including the repayment of 
outstanding short-terffl obligations (commercial paper and 
bank loans) incurred for its construction program. At 
January 31, 1973, such outstanding obligations amounted to 
$39,900,000, and are expected to reach about $104,000,000 by 
the. time proceeds frOm the sale of the proposed stock are 
available. 

CO NCLU SIGNS 

Upon review and st.udy of the verified application, its 
supporting data and otber infotmation in the cornmission~s 
files, the Commission is of.tbe opinion aDd so finds that 
the Company is a public utility subject to the jurisdiction 
of this Commission with respsct to its rates, service and 
securities issues and that the ptoposed issuance of the 
proposed stock by the Company is: 

(a) For a lawful object within tbe corporate putposes of 
the company; 

(b) Compatible with the public interest; 

(c) Necessary and appropriate for and consistent with the 
proper performance by the company of its services to 
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the public and will not impair its ability to perform 
that service; and 

(d) Reasonably ·necessary · and 
purposes. 

appropriate for such 

IT IS, THEREFORE, ORDERED That Duke Power Company, be, and 
it hereby is authorized, empowered ~nd permitted, upon the 
t_erms and conditions set forth in its application: 

I. To issue and sell to The Prudential Insurance Company 
of America through private placement by Morgan Stanley & 
Company a maximum of 600,_000 shares of itS preferred stock, 
$!00 par value with a dividend rate of 7.35%; 

2. The net proceeds to be derived from_ the issuance and 
sale of the proposed stock· shall be used for the (=Urposes 
set forth in the application; 

3. Within thirty (30) days after the sale of the 
proposed stock is consummated, the company shall report to 
the Commission the sale of the -stock {including the Purchase 
Agreement in the form execut€d together with the Statement 
of Classification of Shares as adopted by the Company and 
the expenses of sale); and 

q. That this proc0eding be and the same is continu~d on 
the dockE!t of the Commission, ·without day, for the purpose 
of receiving the terminal r-esult of the sa·le of the proposed 
stock aS hereinabove provided; and nothing in this order 
shall be construed to deprive this commission of its 
regulatory authority under lav or to relieve the Company 
from cOmJ:liance with any provision of lav or t.he 
commission• s Regulations: 

ISSUED BY ORDER OF THE COMMISSION. 

This the 22nd day of March, 1973. 

NORTH CABOLINA UTILITIES COMMISSION 
Katherine ·M. Peele, Chief cierk 

(SEAL) 

DOCKET NO. E-7, SUB 156 

BEFORE THE NORTH CAROLINA OTILIT1ES COMMISSION 

In the Matter of 
Application of Duke Paver company for 
Authorization Under North Carolina 
General statute 62-161 to Issue and 
Sell Securities (First and ·Refunding 
Mortgage Bonds) 

ORDER GRANTING 
AUTHORITY TO 
ISSUE AND SELL 
SECUBITIES 
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on May 23, 1973, Duk3 Power Company (Company), filed an 
application for authority to iSsug a maximum of $100,000,000 
principal amount of First and Refunding Mortgage Eonds ___ % 
Series Due 2003, with the s:!lling.pJ:ice and interest rate to 
be established through competitive bldding, and to execute 
and deliver a Supplemental Indenture to its First and 
Refunding Mortgage to secure paym3rit of the bonds. 

FINDINGS OF FACi 

1. The Company is a corporation duly organized and 
existing under the laws of the statg of North Carolina; is a 
public utility engaged in the business of generating, 
transmitting, distributing a.nd selling electric power and 
-energy, and in th?. business of op,erating water supply 
systeros and urban transportation systems, and· is a public 
utilit"y under the laws of this State and in its opgrations 
in the State is subject to the jurisdiction of the North 
Carolina Utilities commiFsicn. It is duly domesticated in 
the State of sout.h Carolina and is authorized to conduct ar.d 
carry on business and is conaucting and carrying on the 
businesses heretQfore mentioned in that State. It is also a 
public utility under the laws of the State of south Carolina 
and in its op~rations in that state is subject to the 
iurisdictioD of the Public Service Commission of South 
Carolina; and is ·also a public utility under the Federal 
Power Act, and certain of it.s operations are subject to the 
jurisdiction of the Federal Powar Ccmmission. 

2. The company represents that it now profos~s to issue 
and sell during the month of Jun~, 1973, at competitive 
bidding, a maximum of s100,ooo,ooo principal amount of a new 
series of its First and Refunding Mortgage Bonds ___ % 
Series Due 2003, said bonds to b; created and issued under 
its First and Refunding Mortgag~, dated as of December I, 
1927, to Guaranty Trust Company of Ne~ York (nov Morgan 
Guaranty Trust company of New Yor(), Trustee, as heretofore 
supplemented and as to be further supplemented by a 
supplemental Indenture to be executed in connection with the 
issuance of the bonds. 

3. The company represents that the _bonds will be thirty
year bondsi that they will bear interest at an annual rate 
to be sPecified in th~ bid which may te accepted by the 
Company for the salg of said bond3; that the interest will 
be payable semiarinually; and that the bonds will be subject 
to all of the provisions o·f the First and Refunding Mortgage 
dated as of December I, 1927, referred to above, as 
supplemented, and as to be further supplemented by a 
supplemental Indenture to be executed in connectic.n with 
their issuance, and by virtue of 3;aid First and Refunding 
Mortgage will constitute (together with the company's 
outstandiTlg First and Refunding Mortgage Bends) a first lien 
on substantially all of the Company's·. fixed property and 
franchises. 
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4. The Company represents that the bonds 11ill be sold 
through competitive bidding, which will determine the 
interest rate to be borne by th~ bonds and the price to be 
paid to the company for the bonds; that it will reserve the 
right to reject all bids; that any bid accepted will be that 
which will result in the lowest annual cost of money for the 
bonds; that the bonds will be nonrefundable at a lower cost 
cf money for five years from date· of issuance; that the 
holders of the bonds will have no voting privilege; that the 
bonds will be in fully registered form; and that provis5.on 
will be made for free transfers or exchanges ?f registered 
pieces. 

S. The company represents that the net proceeds from the 
sale of the bonds will be applied and used by it for the 
purpose of financing th~ cost cf construction of additions 
to its electric plant facilities, including the repayment of 
outstanding short-term obligations incurred for that 
purpose. The •Company further represents that on March 31-, 
1973, such outstandin~g obligations amounted to $30,97( ,000 
and are expected·to be about $11s,ooo,ooo by the time funds 
may be received from the sa~e of the proposed bonds. 

6. T.he Company represents that no fee £01; services 
(other than attorneys, accountants, mortgage trustee and 
fees for similar technical services) in ccnnection with 
negotiation or sale of the bonds or for services in securing 
underwriters or purchasers ther~of (other than fees included 
in any ·accepted competitive bid) 4ill be paid in connection 
with the issue and sale of the 'oonds. 

7. The Company represents that _it is continuing its 
construction program of substan·tial additions to its 
electric . generation, tr.ansmission, and · distribution 
facil.i ti'3s in order to meet an increase in demand for 
electric service, which it gxpects to continue; and to. 
construct and maintain an adequate margin of reserve 
generating capacity. The Company represents that its total 
kilowatt hour regular sales for .. 1972 were 39,228.2''7,000 
representing an increase of 8.2% over such ~ale$ in 1971 and 
more than double the amount of such sales in 1964. The 
Company further represents that its peak of 7,449,500 
kilowatts reached on July 24, (972, exceeded its previous 
summer peak by )2.5%, and its peak load Of 7,247,045 
kilowatts on February 12, 1973, exceedEd its previous winter 

Peak by 7.8%. The Company expacts that this rate of growth 
will continue; and that long-t~rm outside financing of its 
current construction program is essential if the company is 
to continue to be able to meet its· obligations to the public 
to provide adequate and reliaCle electric service. 
Expenditures for the company's construction_ program were 
$453,758,000 for 1972 and are estimated at $466,200,000 for 
I 973. ' 
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CONCLUSIONS 

Upon review and study of the verifi.'ed application, its 
supporting data and other information in the commissioh 1 s 
files, the commission is of the opinion and so.finds that 
the Company is a public utility subject to the jurisdiction 
of this Commission with respect to its rates, service, and 
securi.ties issues and that th-a proFosed . issuance of the 
Bonds by the company is: 

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

(b) co~patible with the public interest; 

(c) Necessary and appropriate f-0r and consistent with the 
proper performance by tbe Company of its service to 
the public and will not impair its ability to perform 
that service; and 

(d) Reasonably necessary and approptiate for such 
p.urposesw 

IT IS, THEREFORE, ORDERED That Duke Power Company be, and 
it is hereby., authorized, empoil':!red and- permitted, under the 
terms and conditions set forth in the application~ 

I·• To issue and sell at c'lmpetitive bidding during the 
month of June, 1973, · a maximum of one hundred million 
($)00,000,000) dollars principal amount. of a new series of 
its First and Refunding Mortgage Bonds % Series Due 
2003; 

2. To execute and deliver a supplemental Indenture to 
its First· and Refunding Mortgage dated as of December I, 
1927, to Morgan Guaranty Trust company of New York, as 
Trustee, to secure payment of the bonds; 

3. That the company report to the Commissicn the sale of 
the bonds (including the inter~st rate to be borne by them, 
the price received by it for tBem and the expenses of sale) 
within thirty (30) days after the sale is consummated, and 
within such time it shall file with the Commission a copy of 
the Supplemental Indenture toil: ~xecuted and delivered in 
connection with the issuance ~f the bonds in the final form 
in wbich it is executed; 

u. That should the Comp3ny issue and sell less than 
$J00,000,000 principal amount :Jf the tends, it- shall file 
with the Commission, as a part of its report· cf sale, a 
balance sheet of a reasonably current date and journal 
~ntries showing the effect of the issuance and sale of the 
bonds; and 

5. That this proceeding ba and the same is continued on 
the docket of the commission, without day, for the purpose 
cf receiving the Suppl~fflental Indenture in final form and 
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the terminal results of the sale, as hereinabove provided; 
and nothing in this qrder shall be constru,ed to deprive this 
commission of its regulatory authority under law. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 31st day of. May, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Kathgrina M. Peele~ Chief Clerk 

(SEAL) 

DOCKET. NO. E-7, SUB I 60 

BEFORE THE NORTH CAROLINA UTILITIES CO~MISSION 

In the Matter of 
Application of Duke Power comp1ny for 
Authorization under North• Carclina General 
statute 62-161 to Issue and ~ell securi~ies 
(First and Refunding Mort.gage Bonds) 

ORDER GRANTING 
AUTHORITY TO 
ISSUE AND SELL 
SECURITIES 

On October 10, 1973, Duke Power Company (Company) filed an 
appl.ic<?tion -for .authori_ty: to issu9 a maximum of $100,bOO,OOO 
principal amount of First and Refunding Mortgage Bonds ___ % 
series B Due 2003, with the selling price and interest rate 
to be established through comp~titive • bidding, and to 
~xecute and deliver a Suppl9mental Indenture to its First 
and Refunding Mortgage to secure payment of the bonds. 

FINDINGS OF FACT 

1. The Company is a corporation duly organized and 
existing under the laws of the state of North Carolina; is a 
public utility engaged in the business of generating, 
transmitting, distributing and selling electric power and 
energy, and in the busine~s of operating water supply 
systems and urban transportation systems, and is a public 
utility under .the laws of this·State and in its operations 
in the state is subject to the jurisdiction of lhe North 
Carolina Utilities commission. It is duly domesticated in 
the State of south Carolina and is authorized to conduct and 
carry on business ~nd is conducting and carrying en the 
tusinesses heretofore mentionel in that State. It is also a 
public utility under the lavs of the Stat_e of south Carolina 
and in its operations in that state is subject to the 
j'urisdiction of The Public service Commission of south 
Carolina; and is also a public utility under the Federal 
Power Act, and certain of its operations a·re subject to the 
jurisdiction of the Federal Fower Commission. 

2. The Company now ~reposes to issue and sell during the 
month of November, 1973, at competitive bidding, a maximum 
of -'Iii 00,000,000 principal amount of a new series of its 
First and Refunding Mortgage Bonds ___ % Series B Due 2003, 
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said bonds to be created and issued under its First and 
Refunding Mortgage, dated as of December I, 1927, to 
Guaranty Trust company of New York (now Horgan Guaranty 
Trust Company of Nev York), Trustee, as heretofore 
supplemented and as to be further supplemented bf a 
supplemental Indenture to be exscuted in connection with the 
issuance of the bonds. 

3. The bonds will be thirty-year bonds; will bear 
interest at an annual rate to be specified in the tid which 
may be accepted bj the Company for the sale of said bonds; 
the interest will be ,payable sami-annu.illy; and the bonds 
will be subject to all of the provisions of the First and 
Refunding Mortgage dat·ea as of Deceml:er 1., 1'927, referred to 
above, as supplemented, and as to be further. supplemented by 
a Supplemental Indenture to be ex9cuted in connection with 
their issuance, and by virtue of said First and Refunding 
Mortgage will constitute (together with the Company's 
outstanding First and Refundin~ Mortgage Bonds) a first lien 
on substantially all Of the Company's fixed property and 
franchises. 

4. The bonds will be sold through competitiVe bidding, 
which will determine the inter3st rate to be borne by the 
bonds and fhe price to be paid to the company for the Bonds. 
The C9mpany will reserve the right to reject all bids and 
any bid accepted will be that which will result in the 
lowest annual cost of money for the bends. The bonds will 
be nonrefundable at a lower cost of money for five years 
from the date of issuance. The holders of the bonds will 
have no voting privileges and the bonds will be in fully 
registered form with provision maie for free transfers or 
excbailges of registered pieces. 

5. The net proceeds from the sale of the bonds will be 
applied and used by it for the purpose of financing the cost 
of construction of additions to its electric plant 
facilities, including the repayment of outstanding short
term obligations incurred for that .purpose. On August 31, 
1973, such outstanding cbligations amounted to· $59r971,000 
and are expected to be about $125,000,.000 by the time funds 
may be received from the sale 7f the proposed bonds. 

6. The company represents that no fee for services 
(oth~r than attorneys, accountants, mortgage trustee and 
fees for similai: technical services) in connection with 
negotiation or sale of the bonds or for services in securing 
underwriters or purchasers thereof (other t~an fees included 
in any accepted competitive bii) will be paid in connection 
with the issue and sale of the bonds. 

7. The· Company is continuing its construction program of 
substantial additions to its electric generation, 
transmissicn, and distribution facilities 'in order to meet 
an increase in demand for electric service, which it expects 
to continue, and to construct and maintain an adequate 
margin of reserve generating capacity. Total kilowatt hour 
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regular sales for 1972 were 39,228,2q7,000 representing an 
increase of 8.21 over such sal:s in 1971 and more than 
double the· amount of such sales in f 964. The company• s peak 
of 8,235,585 kilowatts reached on August 29, (973, exceeded 
its 1973 winter peak'of 7,H7,0~5 kilowatts bJ 13.6%, and 
its previous summer peak. load of '7,4fJ9,500 'kilowatts, 
reached on July 24, 1972,. by t0.6%. Expenditures for the 
company's construction program ver9 $453,758,000 for 1972 
and are estimated at $fJ66,200,000 for 1973. 

CCNCLUSIONS 

Upon review and study of th~ verified application, its 
supporting data and other informatidn in the commission I s 
files, the commission is of the opinion and sO finds that 
the company is a public utility subject'to the jurisdiction 
of this commission with resp~ct to its rates, service, and 
securities issues and that tha ptoposed issuance of the 
bonds by the company is: 

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

·(b) ccmpatible with the public interest; 

(c) Necessary and appropriate for and consistent with the 
proper performance ·by th~ Company of its service to 
the public and Will not impair its ability to perform 
that service; and 

(d) Reasonably necessary appropriate for such 
purposes. 

IT IS, THEREFORE, ORDERED, That Duke Power Company be, and 
it is hereby, authorized, empowarad and permitted, under the 
terms and conditions set forth in the appl_ication: 

1. To issue and sell at competitive bidding during the 
month of November, 19,73, a maximum of one hundred million 
($100,000,000) dollars princip"al amount of a new series of 
its First and Refunding Mortgilga Bonds % series B Due 
2003; 

2. To execute and deliver a Supplemental 
its First and Refunding Hortgag e dated as of 
1927, to Morgan Guaranty Trust Company of 
Trustee, to secure payment of the bonds; 

Indenture to 
December I, 
New York, as 

3. To use the net proceeds from the .sal,e of the bonds 
for the purpose of financing the cost of construction of 
additions to its ~lectric plant facilities, including the 
repayment of outstanding short-term obligations incurred for 
that purpose; 

4. That the Company report to the Commission the sale of 
the bonds (including the interest rate to be borne by them, 
the price received by it for them and the expenses of sale) 
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within thirty (30) days after the sale is consummated, and 
within such· time it shall file with the Commission a copy of 
the Supplemental Indenture to be executed and delivered -in 
conn_ection vi th the issuance of the bonds in the final foI'm 
in which it is exec-uted; 

5. That should the Company issue and sell less than 
$f00,000,000 principal amount of the bonds, it shall file 
with the Commission, as a part of its .report of sale, a 
balance sheet of a reasonably current date and journal 
entries showing the effect of th~ issuance and sale of the 
bonds; and 

6. That this proceeding be and the same is continued on 
the docket of the commission, without day, for the purpose 
of receiving the Supplemental Indenture in final form and 
the terminal results of the sale, as hereinabOve provided; 
and nothing in this order shall b3 construed to deprive this 
commission of its regulatory authority under law. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 22nd day of October, 1913. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherin~ M. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. E-22, SOB 157 

BEFORE THE NORTH C'AROLINA IJTILITIES COHHISSION 

In ·the Hatter of 
Virginia Electric and 'Power 
Company Application for Author
ity to Sell Pollution control 
Facilities and Issue Notes 

ORDER GRANTING AUTHORITY 
TO SELL POLLUTION 
CONTROL FACILITIES 
AND ISSUE NOTES 

This CB.use came be!°ore the Commission upon an application· 
of Virginia Electric and Power Company (VEPCO) filed 
September 4, 1973, wherein authority is .sought by VEPCO to 
sell Pollution Control Facilities and issue Notes as 
described below. 

Based on the evidence of record 
Commission, and the Verified 
application, the Commission makes 

herein, the records of the 
c_epresentations in the 
the following: 

FINDINGS OF FACT 

f. VEPCO is a corporation duly organized and existi_ng 
under the laws of the Commonwealth of Virginia, with its 
general offices in Richmond, Virginia, and is authorized to 
engage in the business of generating, transmitting, 
distribu•ting and selling electric power in the State of 
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North Carolina. It is a public utility under the laws of 
North Ca_rolina, and as such is subject to :the jurisdiction 
of this commission. 

2. VEPCO's North Anna Nuclear Power station, located in 
Louisa county, Virginia, and VEPCOis Yorktown Generating 
Station, located in York county, Virginia, w·ill include, 
when fully completed, air and water pollution control 
equipment. VEPCO may, from ttme to time, replace or modify 
such equipment or add additional pollution control equipment 
(all such equipment being referred to hereinafter as the 
Pollution control Facilities). The Pollution control 
Facilities will be "pollution control facilities" within the 
meaning of the Virginia Industrial Development and Revenue 
Bond •Act (Code of Virginia, 15.1-1373. gj; gg.) (the 
Industrial Development Act) and (03 of the u. s. Internal 
Revenue Code of 1951.J·, as amende_d· (ihe IRC) • 

3. The proposed transaction will enable the Company to 
finance the capital requirements attributable to the 
Pollution control Facilities at a lower interest cost than 
any alternate means of financing. The proposed transaction, 
which is described in the application, is as f9llovs: 

(a) VEPCO would enter into agreements (the Agreements) 
with the Industrial Development •Authority of the Town of 
Louisa, Virginia, and with th~ Industrial Development 
~uthority of York county, Virginia (the Authorities), each 
of whiCh is a political subdivision of the commonwealth of 
Virgi_nia and each of which is organi-zed and existing 
pursuant to the Industrial Devglopment Act. The Agreements 
would provide that beginning _in September, J 973, or as soon 
thereafter as possible, and thereafter during ·construction 
of the Pollution control Facilities, the Authorities will, 
periodically at VEPCO's request and in accordance with the 
Industrial Development Act, issue short-term obligations 
(the Original Issue Not~s), the interest on which will be 
exempt from Federal income taxation pursuant to IRC (03 (c) 
(4) (F) (governing income taxation of obligations, the 
proceeds of which are used to acquire pollution control 
facilities.) 

(b) The proceeds of the sale of the Original Issue Notes 
will be d~posited with Manufacturers Hanover irust Ccmpany 
(the Trustee), under trust agreements between it and the 
respective Authorities. As construction progresses, the 
Authorities will acquire an interest in pottions of the 
Pollut'icn Control Facilities from VEPCO, subject to the 
prior lien of the Indenture Trustee under VEPCO's Indenture 
of Mortgage, at a price equal tc the cost Of those 
facilities to VEPCO. The price will be paid by the Trustee 
from the proceeds of the Original Issue Notes, upon 
authori-zation by the appropriate Authority, to reimburse 
VEPCO for its costs incurr_ed in constructing the Pollution 
Control Facilities. Section 15-1-1379 of the Industria·l 
Development Act expressly empowers the Authorities to is~ue 
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obligations and to use the proceeds of the sale of such, 
obligations to acquire polluticn control facilities. 

(c) It is contemplated that each issuance of origihal 
Issue Notes will be refunded, as it h.ecomes due, by the 
issuance of similar short-term tax-exempt obligations (the 
Refunding ~ates). The Rsfunding Notes which redeem the 
Original I Issue Notes wlll, in turn, be redeemed by 
subsequent issues of Retunding Notes. While the issttance of 
Refunding Notes to redeem maturing original Issue Notes and 
Refunding Notes (together, the Authority Notes) will not be 
limited in time, it is planned that all outstanding 
Authority Notes will be repaid frcm proceeds of the sale of 
the Authorities• long-term tax-exempt 'pollution Control 
bonds (the Bonds) at or about the time that co_nstructicn of 
the Pollution Control Faciliti:s .is entirely completed. As 
collateral for the Authority Notes, VEPCO will issue, at the 
time of the issuance of the Authority Notes, its ovn notes 
(the VEPCO Notes), payable to the particular Authority and 
equal in amount, maturity and interest rate to the Authority 
Notes. The Authorities are to have no obligation in respect 
to the Authority Notes except.to refund_tbe Authority Notes 
until tbg issuance of th~ Bonds, and in the event that 
refunding is not possible, to make payments from the 
proceeds o_f VEPCO Notes. 

(d) The VEPCO Notes and the interest of the Authorities 
under the Agreement~ will be assigned to the TruStee as 
security for payment of the Authority Notes. 

(e) The Authority Notes, countersigned by the Trustee, 
will be sold by tehmen Brothers, Incorporated, as agent for 
the Authorities (the Agent), at the rate of interest current 
at the time, maturing from 5 to 364 days, and in 
denominations of not less than $100,000. As compensation 
for these services, the Agent will be paid a commission 
according to the following fee schedule, calculated on the 
basis pf a 365-day year: for. maturities of 5-179 days, o.r2s 
of 1%; for maturities of 180-364 days, 0.07 of ,~ .. It is 
contemplated that the amount of Authority Notes outstanding 
may reach up to $75,000,000. thtougb 1974. 

(f) ~hen an issue of Authority_ Notes matures, it is 
possible that, because of market conditions, it would be 
inadvisable or inappropriate to seil Refunding Notes in the 
money market on the maturity date of the refunded issue. 
This could occur if other persons issued large amounts of 
short-term obligations on the maturity date of th~ refunded 
issue so that the money_ market could not absorb, at 
reasonable interest rate, the refunding issue in addition to 
the other cbligations. If it should become necessary, it is 
expected that either VEPCO or the Agent would purchase or 
caus~ to be purchased the refunding issue for a temporary 
period until the Refunding Notes could be absorbed in the 
money matket. The obligation of the Agent to hold the 
Refunding Notes will be limited to a temporary period of up 
to 30 days. While there will be no l~mitation on how long 
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'VEPCO could ovn the Notes, it is expected that VEPCO, would 
not own any of the No£es for a period longer than 30 days. 

(g) VEPCO is t.o retain the absolute right to po~sess, use· 
and manage the Pollution Cotltrol Pa"cilities- during the term 
of the Agreement, subject only to its provision. 

· (h) All expenses of the tran·saction wiil be paid by 
VEPCO, chatged to unamortized discount and expens·e until 
issuance of the Bonds and then amortized over the term of 
the b6nds. The sale of th9 Authori~y ,NOtes will be 
accounted for as short..;;.term debt. Although tl;le Authority 
Notes will bg issued ·Substantially in amounts required to 
reimburse VEPCO for exp en di tu res for Pollution control' 
Facilities to date of issue, the teal security therefor will 
be the VEPCO Notes or lik9 tenor. The Authority Notes vill 
merely reduce the amount of bank·lo~ns or commerical notes 
that would otherwise be outstanding, but at a substantial 
saving in interest cost. Accordingly, VEPCO plans ~o charge 
interest ·accrued on the Authority Notes to interest expense, 
as would be the ·case with respect to the bank loans or 
commercial notes that would o~herwise be outstanding, and 
continue to provide allowance for funds used dUring 
construction on expenditures on Pollution C6n~rol Facilities 
recorded in construction work in progress. After the sale 
of the Bonds, VEPCO. will account. for its payments to the 
Authorities as installment purchases of the Pollution 
Control Facilities. The cost of such -facilities will be 
recorded in utility plant and the Bonds will be recorded as 
long-term debt. When VEPCO receives proceeds from the Bon·as 
vith · respect to Pollution control Facil.ities constructed, 
.V:EPCO will stop recording allowance £Or funds used during 
construction. Interest .accrue4, on the Bonds will, however, 
be charged to· uti:J,.ity plant until the Pollution control 
Facilities are placed in commercial operation. Thereafter, 
interest accrued on the bonds will be charged to interest· 
expense. In the event th~t there is· any interest receivable 
from the,_temporary inVestment of. any proceeds frcm the Bonds 
prior to commercial operat.ion, .it will be credited to 

· utility plant. Accrued interest payable on the Authority 
Notes during the construction period vill be added to the 
obligations issued by t~e Authorities. 

q. Expenses and fees to be paid by VEPCO 
vith"the negotiation and consummation of the 
described in this order or in the appllcation 
net to exceed $190,000. 

CONCLU SIC NS 

in connectioii 
transactions 

are estimated 

From a review and study of the application, its supporting 
data and other information in the Commission's fileS, the 
commission is of the op1.n1.on and so concludes that the 
transaction herein proposed is: 

(a) For a lawful object within the corporate purposes of 
VEPCO; 
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(b) Compatible vith the public interesti 

(c) Necessary and appropriate for and consistent vith the 
proper performance:by VEPCO of its service to the 
public and will not impair its abil·ity to perform 
that service; and 

(d) Reasonably necessary and ,appr~pri.ate for such 
purposes. 

IT IS, THEREFORE, ORDERED, That Virginia Electric and 
Power ~ompanj. be, and it is hereby, authorized, empowered 
a'nd· perm-1,tted,. subject to the limitations contained in 
paragraph 2 below: 

I• To enter into the trans actions· described in this 
order and in the application (otb·er than the issuance of the 
Bonds for which additional authorization will be required), 
incluqing the assumption of the obligations set out in the 
Agreements, and to execute such instrumenl:s, •documents and 
agreements as shall be n13·cessary. or appropriate in order to 
effectuate such transactions. 

2. To devote the proceeds of·the 
in this order and in the application 
forth in the appliqation. 

transactions described 
to the purposes set 

3. To account for the 
Authority Notes and the VEPCO 
application. 

transactions relating to the 
Notes as described in the 

IT IS FURTHER ORDERED That th9 Trustee will net render any 
service to the public as a utility or exercise any of the 
rights or privileges or bear any of the duties or 
obligaticns of a public utility or public service company, 
and therefore the Trustee shall nOt be considered a public 
u~ility or public service company by reason of the 
transactions described above and in the application. 

IT IS FURTHER ORDERED That VEPCO file with this Commission 
after the consummation of the transactions described in thiS 
order and in the application, m.cnthly reports setting foi:th 
the terms of such transactions (including the expenses of 
the transactions). and at the time of the first such report 
VEPCO shall file with this Commission a copy of the 
Agreements, The Trust Agreements and all other instruments, 
documents and agreements entered into by VEPCO that are 
material to the transactions in the final form in which the 
same are executea; and that this proceeding be, ·and the same 
is, continued on the aocket of the commission, without day, 
for the purpose of receiving the afOrementioned docum'ents 
and the. results of the transactions, as ·hereinabove 
provided. ana nothing in this cra~r shall be construea to 
aeprive this Commission of its regulatory authority unaer 
lav or to relieve VEPCO from ca~plying with any law or the 
commission• s regulations. 
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ISSUED BY ORDER OF THE COMMISSION. 

This the (3th day of Septembar, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Kathgrine M. Peele,. Chief Clerk 

(SEAL) 

DOCKET NO. ES-18 
DOCKET NO. ES-31 
DOCKET NO. ES-48 
DOCKET NO. ES-63 

BEFORE THE· NORTH CAROLINA UTILITIES COMMISSION 

In th'9 Matter of 

DOCKET NO. ES-18 
Joint Application of Duke Power Company 
and Wake Electric Memb9tship ccq:ocation 
under Chapter 2.87, Public Laws 1965 
[ G. s. 62-11 O. 2 (c) l for Assignment of 
Areas in Durham, Granville and Raks 
Counties 

DOCKFT NO. ES-31 
Joint Applic.ation of Carolina Pow9r & 
Ligh~ Company, Duke Paver Company, and 
Randolph Electric Membership Cor.Fotation 
under Chapter 287, Public L':1.Ws 1565 
[G.s. 62-110.2 (c1) for Assigr.,11~nt of 
areas in Chatham County 

DbCKET NO. ES-~8 
Joint Ap~lication of Duk~ ~ower Company 
and Piedmont Electric Membership Cot~c
ration under Chapter 287, Public Laws 
1965 [G.S. 62-II0.2(c) J for Assignoent 
of Areas in ~utham and Or~nqe_Counties 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

. ) 
) 
) 
) 

DOCKET NO. ES-63 ) 
Joint Application of Carolina Pow9r & ) 
Light Company and Piedmont Electric ) 
Membership corporation und~r Chaptsr ) 
287, Public Laws 1965 [G.s. 62-110.2(c) ],) 
for Assignment of El~ctric Service Areas) 
in Orange County ) 

OEDEP ASSIGNING 
AND REASSIGNING 
SEEVICE AREAS 

BY THE COMMISSIOU. This consolidated procee_ding is before 
the Commission on the Comrnission~s own motion following the 
action of- the North Carolina General Assemhly in Chapter 
634, Session Laws 1971 [G. > .• 62-3 (23)e], which provides 
that the University Fnterprises of the University of North 
ca-rolina in Chapel Hill sh':1.ll t~ a public utility. on 
November 30, 1971, pursuant to Chapter 723, session Laws of 
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1971, Governor Robert Scott appointed a Special Utilities 
study Commission (hereafter called the special commission) 
to study the feasibility or advisability of retaining, 
selling or otherwise disposing of the utilities, including 
the electric system, ovne,d and operated by university 
Enterprises of the University cf North Carolina (hereafter 
called UNCI. The legislaticn authorizing the . Special 
Commission provided that it would consult with this 
Commission during the course of negotiatio·ns prior to any 
transfer of the electric system or any of the other 
utilitie~. The Special Commission, after lengthy study, 
determined that the interests of all concerned would be best 
serve~ by ONC's divesting itself, through sale, of the 
majority of the electric utility property and facilities.· 
Prior to sui::h divestiture; _it is necessary that definite 
boundaries be established for the electric ·ser.vice franchise 
area of UNC. 

Accordingly; on ~anuary 17, 1973, pursuant to fhe 
commission •s request under Chapter 63ll, Session Law's of 
1971, UNC filed vith this Commission its franchise s~rvice
area maps shoving the territory in which its electric system 
operated and vhic~ it wished· thiS Commission to assign to it 
as an electric.supplier: as provided· by G.S. 62-1 I0.2(c). 
such maps covered portions of Orange; D_urha·m an~ Chatham 
Counties and included some territory heretofore assigned to 
Duke Pciver comp~ny (Duke), Carolina.Power &"Light Ccmpany 
(CP&L) and Piedmont Elect:cic nembersbip Corporation 
(Piedmont) in the above caption~d dockets as shown in the 
hei;lding. 

The assignments heretofore made ·by the CommiSsion iri" these 
dockets shov that territoI:'y now sought by UN.C vas assigned 
to other electric suppliers or vas assigned to be unassigned 
as follows: 

Docket No. ES-18 Duke· was assigned territory in Durham 
County which UNC nov seeks. 

Docket No. ES-31 CP&L vas assigned a portion of the 
territory in Chatham county which UNC 

. nov. 5€,gks. The remainder of the 
territory .sought by· UNC in Chath_am 
county was left unassigned. 

Docket No. ES-63 Piedmont and CP&L were assigned 
territory in or~nge County which UNC 
now seeks. 

Docket No. ES-48 This docket remains unas·signed but 
Duke arid Piedmont have re·guested 
assigrimant of territory which ONC nov 
seeks. 

The commission treated the filing· cf the service area maps 
by UNC as a request for asSignment of territory and a motion 
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to reopen the abOve dockets to the extent that territory 
sought by UNC vas left unassigned or va~.assigned to another 
supplier. Being of ·the ·.opinion that the'mat.ter affected the 
pu_blic ·interest, t:he Commis!3ion by .O.rder date of August 13, 
1973, reopened the above captioned dockets for the purpose 
of assigning territory to .ONC, consolidated_ said dockets for 
public hearing on_' October 18, 1973,. an_d required ONC to 
publish not~ce of the _hearing~. 

Such notice was publishE!d o·n September 20 · 8nd 27 and on 
October 4 and 11, f'973, in the • Cha.Eel Hill News.E.fil?er, a 
newSpapet published daily, except Sunday, having general 
circulation · in Chapel Hill and vicinity. ' The notice 
provided· t.hat ·anyon8: desiring to protest or intervene should 
file such protest or intervention at least ten (10). days 
prior to the. hearing. on September '26, 1973, Petition for 
Leave to Intervene was filed by. consumers Utility 
Corporation of orange County, the l'!unicipal_ities of Chapel 
Hill and Carrboro and the caun·ty of Orange. Leave to 
intervene ·was granted by CommissiOn Order o~ September 26, 
1973. No other protests or inteiventions were filed. · 

Following this Commission 1 -s order dated August 13; 1973'~ 
caroli.na Power & Light Com-pany, Duke Power Company, Pied:nont 
Electric Membership corporation, and Un·iv.ersi ty Enterpiises 
of the University .of. North Carolina .at Chapel Hill continued 
the extended negotiations, which they had been conducting 
over a considerable period ·of time, .to present to · the 
Commission an agreement with respect to an eguitabl~ 
allocation of service areas among them. on. September 28,, 
1973, a prehearing· conference was held by all parties and 
the commission Staf'f in the commission Library. At such 
confereiice, it ·appeared that CP&l and UNC were.in complete 
agrP-ement concerning allocation of the territories sought by 
UNC. Duke and Piedmont were no~ in complete agreement with 
ONC but expressed confidence that futther negotiations would 
result i·n complete agreement. 

These negotiations led ·to complete ·agreement with respect 
to serv.ice areas, whereupon the above parties filed a Joint 
Motion requesting this Commission, in accordance with public 
convenience and necessity, to make certain area assignments 
in this consolidated proceeding. After having had 
opportunity tO review and examine the allocation proposed by 
the electric suppliers in their Joint Motion, the 
Intervenors notified the Commission tha·t they had no 
objection to~ the proposed allocation and assignment of 
territory. since no facts remained to be contested at a 
public hearing, the Commi~sion concluded that the Joint 
Hotion should be determined without hearing based upon the 
application, the verified Joint Motion and the records of 
the Commission. The hearing, which had been rescheduled for 
November 14, 1973, was cancelled by Commissicn Order dated 
November 13, t973. 

Attached to this JoiDt Motion, and marked Exhibits A, B 
and c, a~e maps of Chatham, Durham, and ora:nge Counties. 
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These maps, throug,i use of and by ref_erence 1;0 the legends 
thereon, show the areas which· the above parties have agreed 
to request the Commission to assign to CP&L, Duke, Piedmont 
and ONC Electric and the argas which the above-patties haVe 

.agreed to request _be designated as unassigned. 

As 'part of their agreement upon area assigriment, Piedmont 
and UNC_ Electric ha:ve madg a spe.cific ag~eement with respect 
to a line owned and operated by UNC Electric, beginning at 
the point ·at which UNC Electric now furnishes service to one 
retail customer at the intersectio·n of orange county Roads 
Nos. 1937 and 1005 and •extending along Roads Nos. 1005 and 
I 9Q2 · to UNC Electric' s television tower, which is served at 
the end of such line. UNC Electric does ·not now and ·never 
has furnished electric service to· an! Other customer ·from 
this line ,extension, in conformity v:l,.th a:n agreement between 
UNC Electric and Piedmont ·years ago when this extension vas 
constructed. .With res"pect to this line exte·nsion and the 
area aroUnd it, UNC Electric and Piedmont agreed to request 
the Ccmmission .to take the following action: 

a. To assign the area in which the line extension is 
located to Piedmont, as is "indicated on the attached map 
of Orange county, ~arked Exhibit c; and 

b. To approve UNC Electric•s agreement that so long as 
it owns the line extension, it will not furnish servic@ 
from said line to any other premises unless Ordered so to 
do by the commission. 

Based upon the vetified Joint Motion and the records of 
the Commission, the Commission makes the following 

FINDINGS OF PACT 

I• Carolina Power & Light Company and Duke Power company 
are corporations duly organiZ:!d and existing as public 
utilities under the laws of the state of North CarClina. 
Piedmont Electric MemberShi_p Corporation is an electric 
membership corporation duly organized and 9xisting under the 
laws of the state of No.rth Carolitia. University Enterprises 
of the University of North Carolina at Chapel Bill is a 
public utility according to the provisions of G.s. 62-
3(23)e. 

2. All of- the above-named applicants are "electric 
suppliers" as defined in Section 62-1 IO. 2 (a) 3 of the General 
statutes of North Carolina, and as such are authorized to 
apply to the commission for assignments of service areas in 
accordance with public convenience and necessity pursuant to 
Section 62-110.2{c) of the General Statutes of North 
Carolina. 

3. Carolina Power & Light ccmpany, Duke Power company, 
Piedmont Electric Membership Coti:oration, and University 
Enterprises of the University of North Carolina at chapel 
Hill are authorized to furnish and for many years have been 
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furnishing electric service to the public for compensation 
in the counties of Orange, Durham, and Chatham. 

4. No other electric· suppliers as defined in G. s. 62-
l10. 2(a) 3 operate in the areas in orange, Durham, and 
Chatham counties covered by thi~ application, and no 
electric suppliers serving in other areas· of these ·or 
adjacent counties assert any Claim- for assignment to them by 
the commission of any of the areas covered by this 
application·. 

5. Carolina Po11er & Light company, Duke Power Compan.y, 
Piedmont E-lectric Membership corporation,. and university 
Enterprises of the University of North Carolina at Chapel 
Hill cotlducted extended negotiations wi'th respect to orange, 
Durham and Chatham Counties and the designation of assigned 
and unassigned areas therein; :1:s contemplated under _chapter 
287. Public Laifs 1965. now co'dified in Chapter 62 of the 
General Statutes of North Carolina. As a result of these 
negotiations, a joint agreement was reached between the 
applicants cov~ring areas in orange. Durham · and Chatham 
counties; which are outside the corporate limits of 
municipalities and more than •three- hundred (300) feet from 
the lines of an,y electric sui;,plier and which are subject to 
assignment by this Commission under section 62-J Io. 2 (c)' of 
the Gen,eral statutes of North Carolina. 

6. Maps of Orange. Durham and Chatham counties vere 
fil8d a~ Exhibits A, Band C to the Joint ~otion~ said maps 
through appropriate symbols and legends designate the areas 
which ap~licants request the ccmmission to assign, and also 
designate certain areas requested· to be unassigned to any 
electric supplier. 

7. Said maps shov that each supplier has existing lines 
and facilities either in or in close proximity to the areas 
which it seeks to have assigned to it. Each supplier is 
capable of rendering adequate and dependable service in the 
areas for which it seeks assignment. 

CONGL0SIONS 

The Ccmmission finds and concludes that the assignment of 
areas to the parties as designatEd by appropriate symbols 
and legends on the maps filed with the Joint Motion as 
Exhibits.A.Band C is in accordance with public convenience 
and necessity. 

IT IS, THEREFORE• ORDERED: 

That the Joint Motion of C!rclina Power & Light company. 
Duke Power company, Piedmont Electric Membership Corporation 
and University Enterprises of the University of North 
Carolina at Chapel Hill for area assignment be, and the same 
hereby is, approved; and th3 areas in Orange. Durham, and 
Chatham Counties subject to_ this proceeding which are 
situated more than three hundred (300) feet from the lines 
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of any electric supplier and outside the corporate liaits of 
any aunicipality are assigned to the respective applicants 
or designated as unassigned, all as shown on Exhibits A, B 
and c, which are on file with this Coaaission . and are 
incorporated herein by referen ce and made a part of this 
order as fully as if set out harein. 

ISSUED BY ORDER OF THE CO!!!IISSIOR. 

This the 18th day of December, 1973. 

NORTH CAROLINA UTILITIES CO!l!IISSION 
Katherina I!. Peele, Chief Clerk 

(SEAL) 

DOCKET NO . RS-20, SUB I 

BEFORE THE NORTH CAROLINA UTILITIES CO!!!IISSION 

In the !latter of 
Petition of John A. Maddox and ijQ Others for 
Reassignment of Service Area from Unassigned 
to Rutherford Electric Membership Corporation 
Because of Discrimination in Rates by the 
Town of Kings Mountain 

R!CO!ll!ENDED 
ORDER 
DISMISSING 
PETITION 

HEARD IN: city council Chaaber, City Hall, 112 south 
Piedmont Avenue, Kings Mountain, North 
Carolina, on Septembar 13, 1973, at 9:30 a.11. 

BEFORE: Hearing commissioner Bugh A. wells 

APPEARANCES: 

For the Defendant: 

Jack H. White, Esq. 
Davis and White 
Attorneys at Lav 
I 15 E. Mountain Street 
Kings Mountain, North carclina 28086 

Appearing For: City cf Kings Mountain 

For the Respondents: 

Hollis M. Owens, Jr., Esq . 
Owens and Arledge 
Attorneys at Lav 
Box 885, Rutherfordton, North Carolina 28139 

Appearing For: Rutherford Electric 
!lubership corp. 
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George w. Ferguson , Jr., Esq. 
Duke Pover Co■pany 
P. o. Box 2 178, Charlotte , Horth Carolina 

Appearing For: Duke Fover Co ■pany 

For the Com■ission Staff: 

Robert F. Page, Esg. 
Assistant co■■ission Attorney 
North Carolina Utilities cc ■ mission 
P. o. Box 991, Ral9igh, North Carolina 27602 

WELLS, HEARING COMMISSIONER. This proceeding vas 
instituted by a petition filed vith the co ■■ission on 
February 8, 1973, by John A. M!idox and qQ others requesting 
reassignment of a service area from unassigned to assignment 
to Rutherford Electric Memb3rsbip Corporation. The petition 
alleged discrimination in rates and excessive rates charged 
to petitioners by the Town of Kings Mountain, which served 
the■ with electric pover. The petition followed an initial 
letter of inquiry received by the Commission frcm John A. 
Maddox and others on January 9, 1973. The Commission being 
of the opinion that the petition affects the putlic interest 
served the petition on Rutherford Electric Membership 
Corporation and Duke Pow9r Company by order dated March 5, 
1973, and by that order required answers to be filed by Duke 
and Rutherford and instituted an investigation into the 
matter. 

on April 2, 1973, Duke filed Answer to the petition; an 
April 3, 1973, Rutherford Electric Membership Corporation 
filed its Answer. on April 5, 1973, the tovn of Kings 
Mountain filed an Answer to the petition as an interested 
party . on April If, f973, notice to the petitioners of the 
Answers filed and copies of same vere given by the 
Commission. In apt time the petitioners advised the 
Commission that the Answers were not acceptable and that 
they desired a public hearing to present e vidence in s upport 
of their compla i nt. By Co~mission order dated Ju ne 5 , f973, 
the hearing was set for the time, date, and place previously 
indicated . 

The matter came on for hearing on September f3, f973, at 
9:30 a. ■• in the Council Chambers of the City Hall at Kings 
Mountain , North Carolina . The Defendant and Respondents 
vere present and represented by counsel. The Commission 
Staff vas present and vas represented by counsel. Seven of 
the signing petitioners were present and offered testimony 
in support of their contentions. The City of Kings Mountain 
introduced a map of its lines and offered the testimony of 
its electrical system superintendent. Rutherford Electric 
Membership corporation and Duk~ Power company agreed to 
submit a joint ■ap shoving the location of their lines in 
the area in question as a late exhibit. The City of Kings 
Mountain stipulated that so long as petitioners in this 
action remained customers of the City of Kings Mountain, 
th ey would receive equal rate treatment with the customers 
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of the City who live inside the city limits. ,All parties to 
the action stipulated and agreed that (I) the ·area in 
question is completely outside of the corporaXe limits of 
the city of Kings Mountain, lying and ,l:eing in Cleveland 
County;, (2) all the petitione1;s. reside outside the corporate 
limits of Kings Mountain and in Cleveland County, .the area 
i~ question; (3_) -the area in question was the subject _of 
consideration by the Commission for assignment in Docket No.· 
ES-20 and was, in that docket, assigned .as ~ii unas.signed 
area; (.4) the City of Kings l'lountain has- certain power lines 
in the, area in question which are presently serving the 
peti.tioners and which 11·nes are ·1ocated as shown on Kings 
Mountain Exhibit r; and (5) both Duke .power company and 
Rutherford Electric• l'lembership Corporation,_ have. lines in the 
vicinity of the area in qUgstion and such lines are located 
as shown on a composite map to l:e introduced .as a late 
exhibit by Duke and Rutherford. 

Other ~vidence, principally the testimony o·f the 
petitioners and the city e·lectric syst!=m supervisor tended 
to support the stipulations and, in ad·dition,- fended tc show 
that: both the City lin·es a.nd the -Rutherford lines cross 
the peti_tioners 1 property, vith the City lines being 
slightly closer to the buildings, houses or improvements on 
the property; the area in question lies generally one-ha·lf 
mile to th-ree miles south of the corporate limits of the 
city of Kings Mountain, south of Interstate Highway .85 and 
alonq N.:· c. Highway 161 aild N. c. State Road 2289, which are 
known as York Road and Galilee aoad, respectively; many of' 
the petitioners are served by Rutherford Electric Membership 
corporaticn, such service consisting of courtesy lights or 
service drops to outlying buildings; petitioners had for 
many years been paying twenty percent (20%) ·mora per 
kilowatt hour for electric power from Kings Mountain than 
customers of· Kings Mountain living inside the corporate 
boundaries of the City for no othgr reason than the fact 
that petitioners did not live in the city; this twenty 
percent (20%) surcharge was removed as of the -February, 
1973, billing period and has not been reimposed, although 
city offici~ls would not or could nqt guarantee that said 
surcharge would not be reimposed; petitioners could not 
obtain a satisfactory explanation of the tariff or schedule 
of rates under which they were being charged; petitioners 
are generally wel-1 sa~isfied with city maintenance and 
repair service and basically object only to the rates being 
charged them, s?ecifiCally as to the former surcharge; the 
voltag-e in the city lines has recently been ste()ped up and, 
according to recent engineering analysis by independent 
consultants, is sufficient to render adequate s~rvice to 
petition_ers and other qity customers in . the area; 
petitioners would prefer to ba served by a supplier ove~ 
whose rates they or the commission could exercise control, 
but so long as their rates are the same as city customers 
living within the city limits they are satisfied; 
petitioners approached the Rutherford ·Electric -Membership 
corporation seeking to be served by Rutherford but were 
refused such service unless ana ~ntil they were released by 
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the City of Kings Hountain~ but the City has not agreed to 
releas,e thsm. 

Based upon thorough and carafUl consideration of the 
record, the testimony and exhibits makirig the evidence in 
this matter, the Commissionar makes .the following 

1- This matter is a complaint proceeding filed pursuant 
to North Carol,ina G. s. 62-73 seeking relief from allegedly 
discriminatory rate ch~ges. The petitioners request th9 

•Commission to change the assignment of their area from its• 
present status.of assigned as unassigned in Docket No. ES-20 
to assigned to Rutherford Electric Hembership corporation in 
this dqcket;1 thereby affording them r.elief from the alleged 
discrimination in rates. 

2. Duke Power Company is a p11biic utility as defined in 
Chapter 62 of the North Carolina ·General Statutes and is a 
corporation engaged in the business of producing, 
generating, transmitting, deli verincj or furnishing 
electricity for the pro.duction of light, heat or power to 
and for the public for comp9nsation within its certificated 
area which inclu'des ·territory adjacent to the area in 
question. Rutherford Electric Membership Corporation •is a 
corporation duly organized und8r the laws of -North Carolina 

· vith··certificated territory adj:J.c:mt to the area in question 
and principal offices in Rutherfordton, North Carolina. 
Both Duke and Rutherford are elsctric suppliers as defined 
in Section 110.2 Of Chapt·er · 62 of the General Statutes of 
North Carolina. Both Duke and Rutherfo'rd are, therefore, 
subject to the jurisdiction of and, are properly before the 
Commission with respect to the subject matter of this 
proceeding. 

3. The Town of Kings Mountain is a municipality having 
been incorporated by an act of tbe General Assembly. The 
Commission takes judicial notice of Chapter 360 of the 
Private Laws of North Carolina of 1909, as amended and 
revised. As a muniCipality, Kings Mcuntain is excluded from 
the defini.tion of a public -utility -provided by .chapter 62 of 
the General Statutes of North Carolina. 

4. Petitioners, each and all, are persons having an 
interest in ,the subject. matter of the petition or comFlaint 
and, as such, are properly before the Commission in this 
proce~ding. Each and. all of tbe petitioners reside in or 
operate a business in the area in guestion. Petitioners 
amount to approximately ninety-five percent (95%) of all 
persons presently receiving electric power fro~ the City of 
Kings Mountain in the area in q11estion. · -

5. The area in question is a narrow corridor beginning 
on North Carolina Highway 161 at a point approximately one
half (1/2) mile south of Interstate Highway 85 in Cleveland 

·county, an-d extending theref:rom in a southerly direction• 
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approximately two (2) miles along North Carolina Highway I 61 
an·a North Carolina State Road 2289. The atea in question 
lies entirely in. Cleveland county and· is located wholly 
outside the corporate limits of the city of Kings ftountain. 

6. The commission takes judicial notice that the area in 
question was the subject of consideration for territorial 
assignment pursuant to North Carolina G. s. 62-t!0.2 in a 
previous commission proceeding under commission Docket No. 
ES-20. In that docket the _area in question was assigned as 
an unassigned area. 

7. Each and a11· of the petitioners is served with 
electric power by the city of Kings Mountain from lines 
-belonging to the city which cross petitioners• properties. 
Rutherford Electric Membership Corporation owns lines which 
cross or abut the property of almost all of the petitioners. 
Rutherford serves many of the petitioners with courtesy 
lights or drop lines to outlying buildings on their 
property. Duke Power company has several lines in close 
proximity to the area in question. At present, Duke serves 
none of the petitioners. 

8. The quality of the electric power furnished to 
petitioners is· good, and the standar·d of maintenance alld 
repair furnished by. the City is high. The rates presently 
being charged to petitioners by the city are the same rates 
being charged to customers of the city who live within the 
corporate boundaries of Kings Mountain. The City has 
stipulated and the commission specifically finds that the 
city will continue to furnish equal rate treatment to the 
petitioners as long as they remain customers of the City. 

Based Upon the. foregoing 
commissioner makes the following 

CONCLUSIONS 

Findings of. Fact, the 

The petition and request for public hearing were grounded 
on the contentions that the City of Kings Mountain had 
practiced~ was practicing_ and would continue to practice 
discrimination in the rates charged tc.petitioners vis a vis 
residents of the Cit.y merely because petitioners lived 
outside the corporate .bolindaries of the City. All of the 
evidence clearly demonstrates that such discrimination 
ceased from and after the February I, 1973, billing period, 
that such discrimination is not now being practiced by the 
city and that as long as petitioners remain customers of the 
city, sUch discrimination will not again occur. The 
commissioner, therefore, concludes that the petitioners• 
principal complaint has been satisfied and that the petition 
should be denied. 
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Accordingly, IT IS, HEREBY, ORDERED: 

That the relief requested by the petitioners is denied and 
the petition of John A. Mad,dox and 40 others filed· with this 
Commission on February 8, f973, is dismissed. 

ISSUED BY ORDER OF THE COMMISSIO.N. 

This the 10th day of October, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Anne L. Olive, Deputy Clerk 

(SEAL) 

DOCKET NO~ EC-59, SUB 9 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
The Transfer of Electric Service Areas 
of Ocraco~e Electric Membership Corpo
ration to Tideland Electric Membership 
Corporation 

ORDER 
TRANSFERRING 
ELECTRIC SERVICE 
AREAS 

BY· THE COMMISSION. Upon ·consideration. of the record 
herein, including the allegations contained in the verified 
Application, and it appearing, and the Commission finding,. 
that Tideland Electric Membership Corporation. ('1Tideland11 ) 

and Ocracoke Electric Membership corporation (110cracoke 11 ) 

have entered into, and eff~ctuated as of January I, 1913, an 
agreement whereby Ocracoke h~s transferred, conveyed and 
assigned all of its assets .of whatever kind to· Tideland, 
which in turn will assume totally all of Ocracoke•s 
liabilities and obligations, effective as of Midnight EST 
December 31-, I 972; that the United States Rural 
Electrification Administration has given its preliminary 
approval to the plan of combination; that the Ccmmissicn by 
orde~ has heretofore, pursuant to G.S. 62-II0.2(c), assigned 
certain electric service areas to .ocracoke, and designated 
certain areas as being unassigned, in Hyde County, North 
Carolina, via commission Order of August 26, 1969 in Docket 
No. ES-46, the same being herein incorporated by reference; 
and it appearing that said a~signment should be transferred 
on the records of the commission as hereinafter ordered; 

IT IS, THEREFORE, ORDERED that the Application for 
transfer of electric service ·ar~as filed herein by Tideland 
aµd Ocracok~ Electric Membership corporations is hereby 
approved; and that the map on file with the ~ommission in 
electric service area assignmant Docket No. ES-46 is hereby 
amended to show that the electric service areas heretofore 
assigned to Ocracoke Electric Memtership corporation are 
hereafter .assigned to Tideland• Electric Membership 
Corporation, and the books and records of the Utilities 
Commission, shall hereafter be amended to show that all 
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electric 
Electric 
assigned 

service areas heretofore •assigned tO Ocracoke 
Membership Corporation are nov and hereafter 

to Tideland Electric Kem·bership cor·poration. 

ISSUED BY ORDER OF THE COMMISSION. 

This the ,18th day of May, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katheri~~ ~. Peele, Chief Clerk 

DOCKET NO. E-7, SUB t 62 

BEFORE THE NORTH C_AROLINA UTILITIES COMMISSION 

In the Matter of 
Duke Power company -
Application Regarding 
Guarantee of Mining 
Subsidiary's Federal 
Black Lung Obligations 

) 
) 
) 
) 

ORDER GRANTING AUTHORITY 
TO GUARANTEE PAYMENT OF 
FEDERAL BLACK LUNG BENEFITS 
BY EASTOVER MINING COMPANY 

) ' 

This cause comes befor3 
Application of Duke PoWer Company 
date of December 18, 1973, by its 
Jr., wherein authority of th~ 
follows: 

the commission upon the 
( 11 Applicant 11 ) filed un_der 
couns~l, Raymond A •. Jolly, 
Commission is sought as 

To guarantee Eastover M.ining Company's obligations under 
the Federal Ccial Hine Health and Safety Act of 1969, as 
amended. 

FINDINGS OF FACT 

1. Duke Power company is a corpora.tion organized and 
existing .under the laws of the State of North Carclina, with 
its principal offic~ at 422 south church Street, Charlotte,. 
North Carolina, and is a public utility operating in North 
Carolina and south Carolina, where it is engaged in 
generating, transmitting, lelivering and furnishing 
electricity to the public for compensation. 

2. Eastover Mining Comtany ( "Eastover") , a corporation 
organized and existing under tbs laws of the State of 
Kentucky with its principal office at Brookside, Kentucky, 
is a wholly owned subsidiary of Applicant engaged in mining 
coal in the States of Kentucky and Virginia for use by 
Applicant in the generation of elactricity. 

3. Pursuant to the FEderal Coal Mine Health and Safety 
Act of 1969, as amended, all coal mine operators, including 
Eastover, must by January I, 1974, make provision for 
payment of pneumoconiosis (Black Lung) claims by either 
qualifying as a self-insurer or obtaining a policy of 
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insurance to guarantee payment of claims· for which the· 
operator may be found liable under the ict~ 

4. Because of the high rates charged by commercial 
insurance companies for policies o'f insurance which would 
pay claims as provided undar the Act, a self insurance 
program supplemented by commercial insurance coverage with 
high deductibles is likely to.result in substaritial annual 
savings in Eastover•s operating costs·which savingS will, in 
turn, be reflected in the cost Of cOal mined by Eastover and 
sold tc ApFlicant for use in g:merating ·electricit.y to serv~ 
the public as a utility. 

5. The o. s. Department Of Labor h_as refused to further 
consider Eastover as a self-insurer unless-Applicant signs a 
gtiaranteE! of payment of all of Eastover 1 s ·obligations under 
the Act and by regulations promulgated pursuant to the Act, 
the Department would most likely. take the position that 
Applicant is liable, even if Appli.cant does not Sign the 
guarantee, to the extent tmat Eastover fails to meet its 
obligations under the Act. 

6. Although Applicant 1•s guarantee to pay is contingent 
upon Eastover•s fai.lure to meet its Obligations under the 
Act, the amount of payment upon such contingency would be 
substantial. As its guarantee for such eventuality, 
Applicant _proposes to purch3se an indemnity bond in the 
amount of $486,0-00. This guarantea is a stop-gap measure·, 
designed only· to run until the State provides adequate black 
lung benefits. 

7. The amount expended by the. Applicant upon the failure 
of Eastover to meet its· obligations must be borne hy either 
the ratepayer, as an operating expense, or the Applicant•s 
shareholders, as an income deduction. 

CONCLU SI CNS 

1. From a review and study of the Application; its 
supporting data and othet information in the files of the 
Commission., the Commission is of the opinion and so 
concludes that _Applicant•s proposed guarantee is: 

(a) 'For a lawful object vi thin the corporate purposes of 
the petitioner; 

(bl compatible with the public interest; 

(c) Necessary and appropriate fer and consistent with the 
proper performance by p9titioner of its service to 
the public and will not impair its ability to perform 
that service; and 

(d) Reasonably necessary and appropriate for such 
purposes. 
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2. The commission further Conclud·es that in the event 
Applicant is required to pay over any amount for black lung 
benefits, such expenditure resulting from the above shall be 
excluded, for ratemaking purposes, from a determination of 
the rate of return allowed ·on the common stockhclder•s 
equity. 

IT IS, THEREFORE, CRDERED that Applicant be, and it is, 
hereby authorized, empowered and permitted, consistent with 
the Conclusions set .forth abova, to guarantee payment of all 
Eastover Mining Company•s obligations incurred under the 
Federal Coal Kine Health and Safety Act of 1969, as amended, 
by signing a guarantee substantially in the form shown in 
~ection IX of Appendix I of its Application. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 20th day of December, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. E-22, SUB 155 

BEFORE THE NORTH CAROLINA UTILITIES COMMISS!ON 

In the Matter of 
Virginia Electric and Power 
company-Application for Authority 
to sell Nuclear Fuel and Purchase 
Under Contract the.Heat Generated 
Therefrom 

ORDER GRANTING AUTHORITY 
TO SELL NUCLEAR FUEL AND 
PURCHASE UNDER CONTRACT 
THE BEAT GENERATED 
THEREFROM 

This cause came before the commission upon an application 
of Virginia Electric and Power ccmpany (VEPCO) filed May 23, 
1973, wherein authority is sought by VEPCO to sell Nuclear 
Fuel and purchase under contract the heat generated 
therefrom, as described below. 

Based on the evidenCe of record 
commission, and the verified 
application, the commission makes 

herein, the records of 
representations in 
the folloving: 

FINDINGS OF PACT 

the 
the 

,. VEPCO is a corporation duly organized and existing 
u~dP.r the lavs of the Commonwealth of Virginia, with its 
general offices in Richmond, Virginia, and is authorized to 
•~mgage in +.he business of g~merating, transmitting, 
distributing and selling electric power in the State of 
North Carolina. It is a public utility under the laws of 
North Carolina, and as such is subject to· the jurisdiction 
of this Commission. 
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2. VEPCO presently owns j57 fuel assemblies (comprising 
the initial core) of Nuclaar Fuel at its .Surry Nuclear Power 
station in Surry County, Virginia, now being utilized to 
produce heat for the opera·ticn of Surry Unit Noa 2 and it 
plans to acquire from tim~ to time additional fuel 
assemblies to replace those assemblies which have been 
depleted (all such assemblies being teferred to hereafter a~ 
the Nuclear Fuel). The I 57 fu-al a·ssemblies presently owned 
are described in Exhibit I to the application. 

3. The proposed transaction would reduce the amount of 
new ·securitiE'ts to be sold in aid of , VEPCO's 1973 
construction program. The •proposed transaction, which is 
described in the application, is as follows! 

(a) VEPCO would transfer tba 157 fuel assemblies, free 
from the lien of its Indentu.re of Mortgage, to National Bank 
and Trust company, Charlottesville, Virginia (the Trustee), 
under a Trust-Agraement batween tha Trustee and Union Bank', 
a California• corporation, as Truster and Beneficiary. 
Pursuant to a He-at Supply Contract (the Contract) between 
VEPCO and the Trustee, the Trustee would agree to ac.guire 
the Nuclear Fuel and to sell to VEPCO the heat generated 
thereby. VEPCO would agree to pay for such beat over the 
life of the contract whether or not generated by the Nuclear 
Fuel or taken by VEPCO~ When depl,eted, th_e Nuclear Fu-el 
would be sold by the Tr·ustee to 'lEPCO at its then fair 
market value in accordance with the terns of the Contract. 
The contract would have an ini~ial term of 5 years and could 
be extended until 2023. · 

(b) To obtain funds to pay for, or to reimburse VEPCO for 
the Nuclear Fuel, the Trust~e would issue and sell its 
promissory notes (the Notes) in the ccmmercial i;aper market 
(at the rate of interest current at the time, maturing from 
5 to 270 days from the date of issue). To improve the 
marketability of the Notes, they would be supported by 
irrevocabls letters of. credit issued by Union Bank (the 
Bank) pursuant to a Credit Agrsgm~nt between the• Bank and 
the Trustee. The Credit Agreem3Dt would also provide that 
upon the occurrence of certain conditions, the Trustee would 
borrow directly from the Bank and issue the Trust's 
promissory notes to the Ban'k- (the FundEd Notes) to evidence 
such borrowings. The rate of interest of such Funded Notes 
would be equal to the higher of the Bank•s short-term 
commercial prime rate divided by 0.8 or the rate for fGderal 
funds in an open market (weekly average) plus 1/4%. The 
Notes would he marketed on a discount basis to provide the 
dealer with the customary gross spread of (/8th of 1%. The 
Bank would be entitled to a fee at the rate of 3/4ths of 1% 
per annum on the average daily amcunt of all outstanding 
Notes. These arrangf'!ments would provide• I 00% of the 
original cost of the Nuclear Fugl, exclusive of allowance 
for funds used during construction, plus capitalized costs 
of this transaction and exclusive of the value of fuel 
burned through Hay 3 I,. f 97 3. VEPCO would not make or 
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guarantee the Notes., the letters of credit or the Funded 
Notes. 

(c) VEPCO would have the absolute ohligation_ to take or 
pay for +.he heat ·generat_ed by the Nuclea-r Fuel and the right 
to take such heat in quarterly installments which wou·ld 
include amounts allocated against btirn-up charges and 
financing charges. A·ll expenses of the ·transaction are· to 
be paid _either by VEPC0 or by tb9 Bank out of ~ts fee. 
VEPCO is to have the absolu ta right to po.e-sess, use and 
manage the Nuclear Fuel during the term of the Contract 
subject cniy_. to its provisions. 

(d) While ·vEPCO is assuming the ris·ks of ownership in a 
financial sense, the Contract paym,mts for heat are· such 
that it will not build up a mat~rial equity in the property; 
accordingly; the Company proposes to account for the 
transaction as a contract for the future purchase of a 
commodity. VEPCO proposes to charge its payments under the 
Contr~ct to fuel expense. 

4. EXpenses and fE!es to be paid b.y VEPCO 
with the. negotiation and consummation of the 
described in this order or in the application 
not ~o exceed $63,000. 

CONCLUSICNS 

in connection 
transactions 

are estimated 

From 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 t.hat the 
transac~ion herein prop?S~d is: 

(a) For a lawful object within the cor.porate purposes of 
VEPCO; 

(b) compatible vith the public interest; 

(c) Necessary and appropriat~ for and consistent with the 
proper performance by VEPCO of its service to the 
public and will not impair its ability tO perform 
that service; 

(d) Reasonably necessary and appropriate for such 
purposes. 

IT IS, THEREFORE, ORDERED, That Vir'ginia Electric and 
Power company, be, and it is hereby, authorized, empowered 
and permitted, subject to the limitations ·contained in 
paragraph 2 below: 

1. To enter into the transaction described in this order 
and in the application, including the assumption of the 
obligations set out in the contract, and to execute such 
instruments, documents and agreements as shall be necessary 
or appropriate in order to e·ffectuate such transaction. 
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2. To. devote the proceeds of the 
in this order and in th·e application 
forth in the application. 

3. To account for the transaction 
future purchase of a commodity and to 
under the Contract to fuel expense. 

transacticns described 
to the purposes set 

as a contract for the 
chargE the payments 

IT IS FURTHER ORDERED That neither the Trustee nor the 
Bank will render any service to the poblic•as a utility or 
exercise any of the rights and privileges or bear any of the 
duties or obligations of a public utility or public service 
company, and therefore both the Trustee and the Bank, and 
each of them, shall not be considered a public utility or 
public service company by reason of the transactions 
described above and in the afplication. 

IT IS FURTHER ORDERED That VEPCO file with this Commission 
within thirty (30) days after the consummation of the 
transactions described in this order and in the application, 
a report setting forth the final terms of such transactions 
(including the price received by VEPCO for the first 157 
fuel assemblies of Nuclear Puel and the ~xp·enses of the 
transaction), and within such time VEPCO shall file vith 
this commission a copy of the Bill of Sale, Contract, credit 
Agreement and all other instruments, documents and 
agreements entered into by VEPCO that are material tc the 
transaction and the final fotm in which the same are 
executed'; and that this proceeding be, and the same is, 
continued on the docket of the commission, without day, f6r 
the putPose of receiving the aforementioned documents and 
the terminal results Of tb3 transactions, as hereinabove 
provided, and nothing. in this order shall be construed to 
deprive this Commission of its regulatory authority under 
law or to relieve VEPCO from complying with any law or the 
Commission•s re~ulations. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 30th day of May, !973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherin9 K. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. G-21, SUB 90 

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 

ORDER DENYrNG 
INCREASE 
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HEARD IN: Commission 
West Morgan 
October 31, 

H3aring Room, Ruffin Building, one 
Street, Raleigh, North Carolina, on 
I 972 and November I, 1972. 

BEFORE: Chairman Marvin 
Commissioners John 
and Miles H. Rhyne 

R. Wooten, Presiding and 
w. t'!cDevitt, Hugh A. Wells 
(See Note Page 2 I) • 

APPEARANCES: 

For the Applicant: 

Donald w. McCoy, Esq., and Alfred E. c·1eveland, Esg. 
McCoy, Weaver, Wiggins, Cleveland & Raper 
Attorneys at Lav 
Box 1688, Fayetteville, North Carolina 

Fort.he Intervenors: 

J. A. Bouknight, Jr., Esq. 
Tally, Tally & Bouknight 
Attorneys at Law' 
Box 1660, Fayetteville, North Carolina 
Appearing for: Municipaliti€s of Greenville, Monroe, 
Rocky Mount and Wilson, N. c. 

I. Beverly Lake., Es g. 
Assistant Attorney Gen~ral 
Ruffin Building 
Raleigh, North Carolina 
Appearing for·: Using and consuming Public 

For the Commission Staff: 

William E. Anderson, Esq. 
Assistant commission Attorney 
North Carolina Utilities Commission 
Ruffin Building 
one West Morgan Street 
Raleigh, North Carolina 27602 

BY THE COMMISSION: This proceeding was instituted by the 
filing of an Application on May 25, 1972 by North Carolina 
Natural Gas corporation (hereinafter also styled "N. c. 
Natural" or 11 the company") in which it seeks -an increase in 
its rates and charges for natural gas service. On June 15, 
1972, the commission issued its Order declaring the 
proceeding to be a general rate case, suspendin'g the 
proposed rates, setting a test period ending Hay 31, 1972 
and requiring the Petitioner to file a revised Application, 
with exhibits, in accordancg with the updated test period; 
the revised Application and ~xhibits were filed on July 14, 
1972. 

On October 9, 1972-, 
Monroe, Rocky Mount and 
Petition for Leave 

the municipalities of Greenville, 
Wilsen, North Carolina filed a 

to Intervene alleging that said 
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municipalities own and operate natural gas distribution 
systems serving their citizens and customers, purchasing 
na,tural gas at wholesale· from North Carolina Natural Gas 
corporation and selling such. gas at retatl. 

On Octol;ler J 2, 1972 the· Attorney General filed a Notice of 
Intervention vhich vas allOwed by order issued October IB, 
1972. · Also on October f8, f 972, the commission issueO. its 
order allowing the intervention of the municipalities of 
Greenville, Monroe, Rocky ~aunt and Wilson (hereinafter also 
collectively styled "municipalities11 ). 

On October ( 2, ( 972, the municipaliti"es 
an extension of -time in which to file 
which was allowed by Commission Ora.er 
1972. 

filed a Motioij for 
expert testimony, 
issued October 18, 

On October 20, 1972, the company filed amended exhibits 
and the matter came on for hearing at the t~me and place 
designated by prior Commission Order. When the matter was 
called for hearing, N. c. Natural's filing. was amended ,so 
that the exhibits would. reflect Commission approval of a 
tracking increase effective October I, 1_972, in Docket No. 
G-21, Sub 94. N. c. Natural also filed the requisite 
affidavits of publication. of notice. 

STIPULATIONS 

certain stipulations were proposed and agreed upon prior 
to the offering of ~estimony, as follOws: 

I• That N. c. Natural responded to a request by 
municipalities for studies evidencing the need for a 
sixty day working capital allowance as follows:_ 

"The sixty day working capital allowance for 
operating and maintenance expenses is 
traditional in rate filings for ·utilities over 
the year. Therefore, no st.u.dy to substantiate 
this period was made." ' 

2. That in response to Municipalities• request for 
estimated construction expenditures for' the years 
I 973 .through !975, N. c. Natural responded as 
follows: (973 - $3,000,000; (974 - $3,000,000; 1975 -
$5, 000, ooo. 

SUMMARY OP EVIDENCE 

Mr. Fran·k Barragan, Jr., President and a Dire·ctor of N. c. 
Natural, testified that N. c. Natural is engaged in the 
transmission and distribution of natural gas in 58 
communities in 28 counties in eastern North Carolina, 
including gas sales to four municipal gas distribution 
systems and 80 industrial pipeline customers, serving 
approximately 65,00Q, ·customers; that N. c. Natural earned 
its first profit in the fiscal year 1964, having had a 
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general rate increase in 1961 and having had a number of 
rate reductions and "tracking" increases bet ween 196 ! and 
the present; that ·u. c. Katural has not curtailed the gas 

·service to its municipal custom-=!rs even' though· their firm 
loads have increased during tb9 gas shortage; (Transco 
curtailed N. c. Natural •s sales ~y 7. 7·1 % during , the test 
_year); that the most recent debt·financing occurred in early 
J 968 wit.h an interest cost of 6. 781'; that equity must be 
incrEased by converting $3,000,000 of convertible bonds 
presently outstanding in order to sell' additional first 
mortgage bonds on favorable- terms; that the. company needs to 
construct additional facilities at an estimated cost of at 
least $7,000,000 to meet projected peak day requirements; 
that the ccmpany has !l.ot imposed restriction·s on gas sales; 
that ·the ·demand for natural gas in North Carolina Natural's 
service area is increasing at an abnormal rate; and that N. 
c. Natural needs to improve its rate of return on the fair 
value of its property to compete in. the capital market. 

Mr. Barragan further testified that N. c. Natural has been 
unable to recoup the total incr~ased purchased gas cost to 
it from Transco through the tracking filings, that the 
company estimated- that the constX:uctio'n of the· projected 
peak shaving facilities would take place in 1975; that the 
last three· years, 1969, 1970 and 19~1 have been the best 
e~rninc:3" years t}:lat N. c. Natllral has· ever had;· that he was 
quoted in Standard and Poor•s as stating that "an unusual 
warm winter adversely affected revenues and earnings. That 
average winter weather would h:ive increase·a earnings by 25¢ 
a share 11 ; that depending on the dividend ·rate N. c. Natural 
will be able to finance· part of the $3,000,000 estimated 
co~struction budget from internal sources; that the 
Commission treated the 1971 tracking case .as a general rate 
case and allowed a -12.7.1% ·r.ate of return on equity; and that 
a primary objective of N. c. Natural is to, keep the equity 
ratio as it is at th,e present time, plus the $3,000,000 
conversion of convertible bonds into c9mmon stock. 

Hr. William G. Hill, Vice President-Sales, North Carolina 
Natural Gas Corporation, participated in the preparation and 
design of th8 proposed -rate schedules and testified that the 
rates proposed to be increased, the residential and 
commercial schedules, would be increased 15¢ per HCP or an 
average of 10%, the municipal schedules would be increased 
B.Q44¢ per MCF or an average of 12%, the contract industrial 
sales would be increased by 8~444¢ per MCF or about IQ%; and 
Rate Schedules No. 9 and ME-2 would be increased by 3.7¢ per 
HCP; that in the design of ·these rates, he considered the 
historical rate structure, the value of the service being 
rendered to the customer, the cost of the customer's 
alternate competitive fuel, and the need to ma.intain a 
balanced load growth and current and ,prospective gas 
supplies·; that N. c. Natutal 1s proposed domestic and small 
commercial heating.rates would be approximately 18% less 
than electricity, 30% lass than proFane and about the same 
as· No. 2 fuel oil; that the cost to the industrial customers 
of N. c. Natural at the proposed rates is equivalent to 
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coal; 40% less than No. 2 fuel oil and approximately 20% 
less than low sulfur No. 6 oil; and that considering each of 
the above factors, the proposed rates are just and 
reasonable and non-discriminatory as between the various 
classes of service f~rnished by N. c. Natural. 

Hr. Howard L. Ford, Vice President and Treasurer offered 
testimony and exhibits reflecting N. c. Natural•s operations 
for the twelve months ended Hay 31, 1972, reflecting pro 
forma adjustments to gross operating revenues as follows: 
(I) to annualize increased rates approved in Docket No. G-
21, Sub 89 in. the amount of $1,319,352, (2) to normalize 
sales for the effect of temperature durir.g the test period 
in the a.mount of $262,956, (3) to eliminate.revenues in the 
amount o~ $405,994 for the sale of gas volumes relating to 
the ACQ-2 contract which·had expired, (4) to adjust revenues 
tc normalize firm gas sales to Farmers Chemical Association, 
Incorpora.ted, in the amount of $952,056, which he amended to 
$833,743; that the operating expenses reflect proforma 
adjustments (I) to increase the cost of purchased gas 
associated with Docket No. G-21, Sub 89, (2) to eliminate 
the cost of ACQ-2 gas purch~ses, (3) 11 tc increase the cost 
of gas for demand charges on curtailed.volumes of gas not to 
be reimbursed by company's supplier" in the amount of 
$39q,430, and (4)· various pro forma adjustments to operation· 
and maintenance exp~nses; an annualization factor of 2.7344% 
vas added 'to the res~lting net operating income, producing 
an adjusted net operating income of $2,871,981 (before the 
amendment to the FCAI pro fcrma adjustment); that the 
investment in gas ·utility plant in service was !tl3,654,285 
after deducting the accumulated provision for depreciation 
and contributions in aid of construction and aftet adding 
materials and supplies in the amount of'$659,522 and cash 
working'-....capital in the amount cf $2,024,488; that the rate 
cf return on said net' investment in utility plant plus 
allowance for working capital after. the FCAI amendment is 
6.71%; that the company•s ~reposed rate adjusttent would 
produce net operating income for return in. the amount of 
$1,182,694 for a rate of return on said net investment of 
9.39%; and that the proposed rates would produce a rate of 
return on ·equity of I 6. 4Q%, based on an adjusted equity 
figure of $14,656, 9lH ·which vas ·produced by (I) deducting 
from equity the accounting and proforma adjustments in the 
amount of $817,696 and the unrecovered purchased gas cost of 
$28,Bf I, and (2) adding to equity the additional net 
operating inc.ome aval,lable to ccmmon egui ty which would be 
produce~ by the proposed rates in this case, in the amount 
of $J, I 82, 69q. 

Mr. Ford further testified that the pre forma adjustment 
to revenues relating to Farmers chemical in the amount of 
$833,743 is the annual revenue loss which would result from 
sale of the volumes represente-:1 by that amount t.o Farmers 
Chemical on their contract whan Farmers Chemical is in full 
operation, because those volumes are currently sold to other 
consumers at higher prices; tnat the adjustment of $833,743 
is based on the assumption that Farmers Chemical would be 
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consuming the• full contract volu.me of 50,000 MCF a day and· 
in the event that. occurred Farm~rs -Chemical vould.,pay ·u. c.1 
Natural a demand charge on the basis' of S0~10bo KCF rather 
than on the. basis of 35,000 MCP, from vhiC,h N'.: c. Natural 
would receive additional revenu~s·in the· \amount of $400,050; 
that anoth~r assumption in the proposed p~o forma adjustment 
is that sales to Farmers Chemical would be at fOO~ load 
factor, although Farmers .Chemical did not operate at a 100% 
load factor during the test periodi that the company•s pro 
forma temperature adjustment is based on Fayetteville degree 
days only and not Fayetteville, Wilmington and Rcanoke 
Rapids degree days and is computed on average HCF by degree 
day without breaking it dovn to rate classes or steps as the 
staff did; that the proforma adjustment in the amount of 
$394,430 increasing the purchased gas cost reflecting 
curtailment volumes and priced out at the current demand 
charge was the subject of a Commission Oeder issued in 
Docket No. G-2.1, sub 89 allowing a "tracking" increase of 
f.8 cents per MCF as a means of recouping monies lost due to 
the curtailment. 

Mr. Arthur P. Gnann, Jr.,. Vice President - Operations for 
North Carolina Natural, testified as to the replacement cost 
9f th0 property of N. c. Natural vhicb he determined at Hay 
31, 1972 to be $59,853,482; ha testified that procedures 
used in ~he development of replacement cost was to inventory 
the plant and apply current prices of materials and labori 
however, since N. c. Natural had previously submitted such a 
study it utilized its study mad~ in Docket No. G-21, Sub 61 
shoving the replacement cost of plant and property through 
September 30, f970; ·that to update this study for the May 
3 I, I 972 test year, he si 11ply decreased the estimated 
percent conditions and applied this factor to the current 
cost at September 30, 1970 which produced reproduction cost 
at ftay 31, 1972 of plant in service as of September 30, 1970 
of $53,.267,238 to which he added additions at cost from 
September 30, 1970 to Kay 31, 1972 of $6,586,244; that this 
results in replacement cost of $59·, 853,482; that current 
costs of materials used in this study vere derived from 
invoices and quotations from vendors who currently supply 
materials to N. c. Naturai; that labor costs were developed 
from the tvo contractors currently being used by N. c~ 
Natural on a bid price basis establishing unit prices for 
labor for laying pipelines; that developing the reproduction 
cost he gave no weight to changes in design of the system 
vhich vould offer the most efficient use of plant for 
service to the public at current prices, and made no 
adjustment for changes in the art or for duplication 9f 
pipelin·e facili tles. 

Mr. Glenn E. Anderson, President of Carolina securities 
Corporation and a Director of North Carolina Natural Gas 
Corporation, testified that be reViewed the financial 
statement.s of the company, annual reports. to stcckholders 
and interim financial reports for the current. fiscal year; 
he testified that he compared the rate of return on average 
capital to the rate of ~eturn earned by comparable 



234 GAS 

companies; that the rate of retutn on average capital for 
the test period vas 8. 98% and that the return on average 
capital for the past seven years has shown a gradual 
increase from 6.01% in 1965 to 9.69% in 1971 declining to 
8.98% for the twelve months enaing May 31, 1972; that N. c. 
Natural•s return on eguitY and return on total capital has 
been historically lov a.nd only in_ the most recent 32 months 
have they approached a lev41 · which · could be considered 
reasonable; that whether N. c. Natural will have to increase 
its eguity base in the near future will depend upon several 
factors which cannot be determined at·this timei that the 
company• s present line of Credit together with funds 
generated from other · sources should cover its capital 
expenditures for about two years; that corporate bond yields 
will remain at or above present levels for the next year or 
tvo particularly in the utiliti9s industry; that he selected 
six companies comparable to N. c. Natural in ·size, revenue 
and type of b~siness having a range of return on average 
equity from a high of 21.3% to a lov of 8 •. 6% with an average 
cf f3.4% compared with 16.0% for North Carolina Natural Gas; 
that the four companies showing th9 lowest return on average 
common equity received rate increases · which vere not· 
reflected in the latest year's 9arnings a.'nd if earnings are 
adjusted to add 40% of the amount o.f these increases the 
return on average equity for those four after the rate 
increases would be .16.9%;, that N. c. Natural needs a rate of. 
return of 9% on its total capital; that N. C·.. Nat"ural has 
done an out?tanding job of attracting capital under 
difficult conditions, serv.ing its customers and improving 
its financial condition and it is now in the most favorable 
condition in its history to attract capital; and 'that N.· c.· 
_Natural is being honestly and efficiently managed. 

Mr. Anderson further testified that the decline in 
earnings from year end 1971 to 12 months ending May 31, 1972 
would be due in large measure to the unseasonably and 
unusually warm weather the company experienced; that the 
comparison of r~turns on average equity reflects different 
accounting periods such as the May 31, 1972 date used for N. 
c. Natural is from five to eight months after scme of the 
other periods and five to six months after the rate 
increases which some of t.he other companies received and if 
their ret11rns qn average' equity were computed as of the same 
date used for N. c. Natural their individual averages mig4t 
be lower and their composite might well be less than the 
adjusted composite of 16.91. 

Dr. Charles E. Olson, AEsociate Professor of Public 
Utilities and Trarisportation, Department of Business 
Administration, college of Business and Public 
Administration, University of Maryland, testified regarding 
fair rate of return. and rsvenue, expense and rate base 
adjustments; he _testified that the eml:edded debt cost of N. 
c. Natural is 6.4f%; that ths current cost of debt capital 
exceeds the embedded cost; that N. c. Natural will not have 
to issue additional debt capital for several years; that 
6.0% is a reasonable cost rate for short term debt ca~ital; 
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that short term loans should be considered a part of the 
capital structure in setting the fair· rate of return and 
that deferred income taxes and the d9ferred investment 
credit are both sources of. cost free capital; that the 
opportunity cost principle should· be employed in the 
determining the cost of common eguity; that the earnin.9s
price ratio approach is mere appropriate for N. c. Natural 
than the discounted cash flow 3pproach; that N. c. Natural 
has experienced high growth rates in earnings, dividends and 
book value during the recent past but this ·trend has 
flattened during the test year; that the earnings-price 
ratio has varied significantly between 1966 and 1972 but has 
a central tendency at about Iii; that the earnings price 
ratio for· the retail gas distribu-tors presented monthly in 
the Public Utilities Fortnightly have a pattern similat to 
that of N. c. Natural and the earnings-price ratio for the 
bulk of these companies have b9en in the 9% to 11% range in 
the recent past; that -t~e ~arnings-price ratio data 
indicates that investors in gas distribution utility stocks 
have a return requirement in the 10% to I I~ range and 
because of N. c. · Natura·l 's si -ze and other factors in order 
for N. c. Natural to be able to sell additional amounts of 
equity capital the stocks shou.ld sell a market to book ratio 
in excess of one, which can be accomplished by setting the 
return on eguity capital above the investor return. 
requirement; that acCordingly the cost. of equity capital to 
H. c. Natural is b0tweeri 12% · and 13%; that there is rio 
apparent reason for forcing conversion of convertible bonds 
as the cost is less than the current cost of d~bt capital; 
that the actual test period capital structure is reasonable 
for determining the fair rate of return, and using the cost 
rate from 12% to 13% for c.ommon equity the total cost of 
capital to N. c. Natural is between 7.80% and 8.25%; that N. 
c. Natural ·will not experience attrition of earnings in the 
near future; that the tracking procedure being followed to 
increase the retail price of gas following wholesale price 
intr~ases covers more than 60% cf the company's revenues; 
that N. c. Natural is almost inflation• proof; that in 
addition .to reviewing rate of c~tu rns he reviewed certain of 
the proforma adjustments and a~ong those has concluded that· 
N. c. Natural has not maintained a level of compensating 
balances at 15% of its·notes payable on a regular basis in 
the recent past, leading ta the conclusion that N. c. 
Natural is not in fact required to maintain the 15% in 
compensating balances clained by N. c. Natural and allowed 
in the s-t;aff audit. 

Hr. Kenneth J. seeds, an engineer with R. w. Beck & 
Associates, an analytical and consulting engineering firm, 
testified on behalf of the municipalities regarding rate 
structure and cost of servic~; he testified that after 
Studying and reviewing the present and proposed rates of 
North Carolina Natural, he mada a nrough" cost of service 
analysis using· generally accepted principles for cost 
allocaticns, based primari-ly on a weighting to the ratio of 
distribution plant 50.63% to transl!ission plant ·49.37,i:; that 
1~sinq this type of weighting ho: arrived at an original cost 
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transmission line rate base of $26,011,167; that he,then 
allocated 9.53% of this origina·1 cost rate base to the 
service of the municipalities; that he then allocated the 12 
months• operating expenses using the data and "reports of 
North Carolina Natural and sales o;f the municipalities to 
the total transmission and distritution. plant _ratios and 
revenues from which he determined that the net income;to N. 
c. Natural fro~ the municipalitieS was $525,186 which when 
eguated to the original cost as Doted above showed an 
indicated rate of return of 21.19',il'.; that his study was 
prepared without the benefit of the data normally reguired 
to make a detailed authoritative study; that a detailed cost 
of service sho.uld be submitted by N. c. Natural in order to 
establish a non-discriminatory ~rat~ Structure as between 
classes of custom~rsi that a comparison of the rates to the 
municipalities with the rates to industrial customers of N. 
c. Natural indicated that the municipalities' rates were 
higher even though in his opinicn the gas sales ·to the 
municipalities ·were less risky th.an other gas sales because 
these sales were generally for the benefit of residen\ial, 
commercial and· industrial customers; that he compared the 
rates of N. c.. Natural to other companies serving both 
resale and industrial custome-rs and found that the resale 
rates were generally· lower; that the increase to. the 
m1micipalities is approximately- 12% while the overall 
percenta·ge_ increase applied for ·ty N. c. Natural is 9%: that 
in Dis opinion no increase to the municipalities should be 
allowed until such time as a cost of service studT vas 
submitted for consideration by .the commission. 

Hr. Allen J. Schock, staff Accountant, testified that he 
made an examination of the books and records of N. c. 
Natural covering twelve months• period ending Hay 31, 1972; 
that the gross operating revenues for said test period are 
!i30,809, 326 including pro for ma adjustments ( I) in the 
amount of $1,316,081 to annualize increased rates approved 
in Docket No. G-21, sub 89 (2) in the amount of $327, 0118 to 
normalize sales for the effect of temperature during the 
test period and (3) in the amount of $406,550 to eliminate 
the sale ot .gas on the ACQ-2 contract Which had expired; 
that the operating revenue deductions are in the amount of 
$21,311,462 producing a net opgrating income of !3,497,864; 
to this figure was added an annualization factor of 2.132% 
and from this figure was de~ucted interest on custcmer 
deposits in the amount of $15,003, producing a net operating 
income for return in the amount of $3,578,1123; that the 
investment in gas utility plant in service is !iql ,097,Sqq 
after deducting the accumulated ~revision for depreciation 
and contributions in aid of construction £rem the g::oss 
plant; that the formula for computing working capital 
allowance for N. c. Natural based on test year ·operations 
produced a negative balance in that column of $260,869, 
resulting from adding the cash working capital in the amount 
of $978,815 (I/8th of operation and maintenance expenses 
~lus minimum bank balance requir3ment of $630,000} material 
and supplies in the amount of $512,785, prepayments in the 
amount of $116,922 and deducting average tax accruals in the 



RATES 237 

amount of $1,615,659 and average customer deposits in the 
amount of $253,732; that tbe net inves.tf)lent in gas utility 
plant plus the allowance for working capital is .. $ll0,836,675 
vbich when related to the n~t operating-income for ret~rn 
figure indicates a rate of return en said net investment in 
the amount of 8.76%; that based on test period common equity 
of $14,575,797 the present rates produce a rate of return on 
common equity of Ill. 18%; that the company's proposed ·rate 
adjustment would prod\lce net operating income for return in 
the amount of $4,803,600 for ·a return on said net investment 
of 11.83% and a rate of return on said end of period common 
equity of 22.58%. 

BRIBPS 

Briefs were filed on December 15, 1972. N. c .. Natural 
contended that the Commission should adopt the various 
adjustments and figures offe'red by its witnesses and 
thereupon find (I) that present rates are inadequate and (2) 
that the proposed increases arg just and reasonable .. The 
municipalities contended that the Commission should adopt 
the adjustments and figures in the staff audit, with certain 
exceptions, including the following: (I) that the 11 tracking11 

loss due to Carolina Power & Light's coal-price contract 
should not be borne by other ratepayers and (2) that the 
minimum or compensating balances portion of the working 
capital allowance should not be included; that municipal 
~ates should not be increased without an allocated cost 
study; that the Commission should find that N .. c. Natural 
is earning more than a fair rate of return frcm present 
rates; and that N. c. Natural should be ordered to file 
revised rate schedules to reduce its test ye~r revenues by 
$1,145,428. ' 

Based upon the record th~ Commission makes the following 

FINDINGS OF PACT 

1. That North Carolina Natural Gas Corporation is a duly 
created and existing Delaware corporation authorized tc do 
business, and doirig business, in North Carolina as ,a 
franchised public utility providing natural gas service in 
~astern North Carolina and. is prop-3rly before the Ccmmission 
in this i:;roceeding for a d<;!termination as· to the justness 
and reasonableness of ,its proposed rates and charges as 
regulated by the Utilities cqmmission under Chapter 62 of 
the Gener.al statutes of Nor.th Catalina. 

2. That the increases in rates and charges proposed by 
North Carolina Natural Gas Coi:poration would produce a total 
of $2,595,577 in additional gross annual revenue •. 

3. That the test period set by the commission and 
utilized by all parties in this proce-eding was the twelve 
months• period ending May,1, 1972. 
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4. That due to the abnormally warm temperature during 
the test year North Carolina Nat oral Gas corporation sold a 
substantially lesser portion of its gas than normal to its 
firm customers for heating purposes and experien~ed an 
abnormal decline in earnings a!jl it receiYed $327, OLJS less 
operating revenues than would otherwise hav~ been received 
in the test period under normal temperature conditions; 
normalization of sales to give effect to the abnormal 
tempera~ure requires that test year operating revenues be 
increased upward in the amount of $327,048. 

5. That the increase· in operating revenues approved in 
Docket No. G-2f, sub 89 requires that test period operating 
revenues be increased upward in the amount of $1,316,081 and 
the decrease in operating rev8nues occasioned by termination 
of the ACQ-2 gas sales requires that test period operating 
revenues be decreased by $1.J06, 550; similarly, annualizatio.n 
of the purchased gas cost · associated with those two 
operating revenue adjustments requires a total increase to 
test period purchased ga~ in the amo~nt of $1,351,499. 

6. That N. c. Natural•s test period gross operating 
revenues after the above accounting and pro for·ma 
adjustments were $30,809,326; its reasonable operating 
expenses and other revenue a·eductions for the test period 
were $27,311,462; after applying an annualizaticn factor of 
2. 732% and allowing intere·st on -customer•s deposits paid 
during the test period in the amount Qf SqS,003 ·as an 
operating expense the resulting net operating income for 
return is $3,578,423. 

7. That the adjustment in tbe staff audit in the amount 
of $7,009 reducing expenses to reflect the p'a.yment of dues, 
contributions, etc., to various civic and social ciubs and 
other organizations ptoperly chargea~le to Account 426, as 
well as the Account 426 balance itself in the amount of 
$6,222, should be eliminated in calculating the return on 
equity; the tax effect consistent with that adjustment is to 
increase state income tax $79~ and to increase federal 
income tax $5,796, and thereby to reduce net operating 
income for return from $3,57B,q23 to $3,571,833. 

8. That N. c. Natural 1 s aatn_ings have inc1:eased during 
the past seven years, approaching ·a reasonable level in 1970 
reaching a peak in 197 f. and declining somewhat during the 
test period, in large measure due to the abnormally ¥arm 
temperature prevailing during the test period heating season 
and to some extent due to TranSco 1 s curtailment of gas to N. 
c. Natural; that N. C~ N·atural's capital expenditures for 
the test period and the n~ar f~turs are sufficiently.covered 
by the present line of credit and funds generated from other 
sources. 

9. That N. c. Natural 1 s ':!nd of period net illvestment in 
utility plant at original coat is $41,097,544 based on 
utility plant in servic~ in the amount of $52,994,042 less 
the accumulated provision for depraciation in the amount of 
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$ (.( ,387, Bl 2 and contributions in aid cf construction in the 
amount of $508,686. 

(0. That H. c. -Nat:aral•.s net invest'ment in gas utility 
pla11t .. plus allowance ,for working· capital is $Q0,836,'675 
lncl~dipg a working Capitai allovanc$• based on test period 
operations including· cash_ working capital which eguals .(/8th 

'.Of its test. year operation and 11·a1ntenance ezpenses plus a 
sfni11um bank balance reguire11ent, certain - prep8.y■Ents, 
aaferials and supplies, and, dedU.cting· average ,tax accruals 
and average customer dt:1posits;. 

11. That the replacement cost of North carolina Riltural'.s 
property pro.viding service t·o the public within this state 
as of the enQ of the test year is !53,100,445. _ 

J2. T-hat the fair value of North Carolina Natural•s 
property used and useful in providiDg service to the public 
within thi1s State as of the end of the· test period, 
c;:onsidering the reasonable_ original c6st of the property 
less that poition cOnsumed by use ,and recovered by 
depreciation expense, the replacement cost of.the property, 
and test period operations is $48,139,131. 

f3. That based upon the foregoing findings· Of net in'come 
and fair value, H. c. Natura1•·s rate of return on fair value 
for the test year was 7.42~i its rate of return 9n its 
actual common equity inv~stment for the test year vas 14.22% 
and the rate of return on common equity as adjusted for the 
increment by vhich fair value exceeds origina·l cost vas 
9.4Sii said rates of return on fair value and common equity 
are sufficient to allow the utility by sound management to 
produc_e a· fair ·profit to its stockholders to maintain its 
facilities and services in accordance with the reasonable 
requirements· of its customers and to compete in the matket 
fo_r capital funds on reasonable terms. 

,~. That the present rates and charges in effect during 
the test year pioduced sufficient rates of ~eturn on fair 
value and common equity but do not produce. rates of return. 
which are excessive; the rates and charges proposed by· the 
N. c. Natural'herein would produce excessive rates of return 
and therefore are not just and reasonable. 

Whereupon the commission reaches the following 

CONCLU SI CNS 

I• In applying the criteria sgt forth in G. s. 62-!33(b) 
the commission must estimate the utility's revenue under the 
present and proposed rates, and ascertain the utility's 
reasonable operating ex-pens-as, by fixing a test period of 
twelve months ending as close as practicable before the 
opening of the hearing. Use of the test year so established 
is valid, as the· Court said in the case of Utilities 
Co!!lmission v. citz Of Durham, 282 N. c. 308 ( 1972)n:: .if, 
but only if, appropriate ]!Q tQrm3 adjustments are made for 
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abnormalities which existed in the· test period ahd for 
changes in conditions occurring during the test period, and 
therefore, not in operation throughout its entirety". 

2. In the present case both the Applicant and the Staff 
offered an adjustment to operating revenue-s normalizing 
revenues to· reflect the abnormally warm t~st period 
temperature. such a temperature· normalization vas the 
subject of extensive analysis by the Supreme Court of North 
Carolina in the case of Utilities commission v. Citi of 
Durhsm, §.!!.E~• In that cas~ the court said that where 
temperature vas abnormally varm~r than usual "to fail to 
adj•lst the test period rev-9nues upward would lead to higher 
rates .for service than necessary to yield the return to the 
company contemplated by G. s. 62-133(b) and vould be unjust 
to the users of gas". Accordingly, we interpret that 
decision to be a mandate to give effect to substantial and 
compelling temperature normalization evidence. We therefore 
conclude tha~ the adjustfuent to normalize temperature by 
increasing revenues in the amount of $327,0~8 is reasonable 
for use in the test year. computations. 

3. Similarly·, w_e conciude that proper pro forma 
adjustments to the test period ~hould include the adjustment 
of $1,316,081 to annualiz~ r~venues for higher rates due to 
vai:;ious -tracking increases, arid an adjustment to purchased 
gas expense in the amount of' $1,639,330 to annualize N. c. 
Natural' s cost incre·ases frc!I Transco. 

4. We further conclude that the test year must be 
preformed to annualize sales by eliminating the Sale of gas 
purchased on the ACQ-2 rate in the· amount of $406,550 and to 
annuali~e expenses by eliminating the purchase of said gas 
in the amount of $287,831. 

5. N. c. Natural contends that a further proforma 
adjustment should be made to test year revenues to give 
effect to a revenue loss which would restilt from a change in 
sales to Farmers chemical Associatiori, Incorporated, which 
is antici"pated by N. c. Natural to occur at some point in 
the future, outside of the test period. N. c. Natural sells 
gas to Farm~rs Chemical on a t.wenty-ye·ar contract dated from 
t969 providing for 50,000 MC? of natural gas per day. 
During the test period Parm~rs Chemical consumed only a 
portion of that -contract yolume and N. c. Natural sold the 
unu~ed volume of gas to other consumers, notably Carolina 
Power & tight Company, at higher prices and thereby received 
grEater revenues than it woUld have received had it sold the 
entire contract volume to Farmers chemical. The basic 
premise governing pro forma adjustments to test period 
figures is that 11changes in conditions occurring during the 
test period and :therefore not in operation throughout its 
entirety11 should be preformed. Utilities Commission vs. 
City of Dn!h!tm., §!!E.!S• The changes in circumstances which 
N. c. Natu~al contends should be preformed into the test 
period figures, however, did not occtir during the test 
period, did not occur between the end of the test period and 
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the time of th~ public bearing, and are not subject to any 
precise finding as to when they vil,1 occur.. N. c. Natural 
originally proposed an adjustment decr~asing revenues in the 
amount of $952,056; at the hea~ing that adjustment Was 
reduced by $1f8,313 leaving a proposed adjustment in the 
amount of $833,743; the company witness conceded further 
that in the event Farmers Cheiaical did begin taking the full 
contrac't volume, N. c. Natural would receive additional 
(demand charge) revenues. in the amount of $400,050. This 
vould reduce the proposed pro forma adjustment by almost 
one-half. The remaining proforma ~djustment sought by N. 
c. Natural would also be reduced by t.he failure of Farmers 
Chemical to operate at !00% load factor. we conclude that 
the proposed pro forma adjustment, being so highly 
speculative, is not an appropriate adjustment to operating 
revenues. 

6. · N. c. Natural further contends that an additional pro 
forma adjustment to test period purchased gas expense should 
be made in the amount of $394,430 to increase the cost of 
gas for demand charges on curtailed volumes of gas net to be 
reimbursed by Transco. We conclude, however, that N. c. 
Natural has been adequately protected from the loss 
occasioned ,by the Transco curtailment by means of. the 
commission's order issued in Docket No. G-21, Sub 89 
allowing a tracking increase of t.8% per MCF which will 
enable N. c. Natural to recoup the $394,430 which it 
estimates will be lost due to the curtailment. Any further 
proforma adjustment reflecting this amount vould allow a 
double recovery and for that reason such a pro forma 
adjustment should not be made to test period expenses. 

7. MiScellaneous expense items vhich are nonoperating in 
nature, including· payments or donations foz: charitable, 
social ~r community welfare purposes, civic, political, and 
telated activities, are classified in Account 426 and were 
not considered an _operating revenue deduction for the 
purpose of ascertaining net oparating income by either the 
Staff or N. c. Natural, which charged $6;222 to Account 426 
for th"e t:est period. In the s'taff audit expenses in the 
amount of $7,009 vere reduced to reflect the payment of 
dues, contributions, etc., to various civic and social ·clubs 
and other organizations were reclassified to Account 426. 
Consistent with the co~mission•s Order in DoCket No. G-9, 
Sub 96, In the Matter of A£].lication of Piedmont Natural Gas 
COI!!..E..snI, Inc., for an Adjustment of Its Rates and Charg_gs, 
these items have been eliminated in the computation 
determining total income before interest charges in the 
calculations and tables representing the statement of retu·rn 
on common equity, and the tax effect recognized in 
determining net operating incom9. 

8. The following tables illustrate the Findings of Fact 
and Conclusions as to test period operation and rates of 
return: 



242 GAS 

NORTH CAROLINA NATUaAL GAS CORPORATION 
STATEMENT OF RATE OF RETURN AFTER ADaUSTHENTS 

FOR THE 12 HONTHS' PERIOD ENDED MAY 31, 1972 

QBeratin,g. Revenues 
Gross operating revenues 

Q]2erating Revenue Deductions 
Purchased gaS 
Operation and maintenance expanses 
Depreciation and amortization 
Taxes - other than incOme 
Taxes - state income 
Taxes - Federal income 
Deferred Federal income tax 
Investment tax credit 
Total operating revenuB deductions 

Net operating income 
Add: Annualization factor (2. 732%) 
Less: Interest on customer deposits 
Net operating income for return 

Inyestment in !ilS Uti!ill Plant 
Utility plant in service 

Less Reserves and Contributions 
Accumulated provision for depreciation 
Contributions in aid of construction 
Total reserves and contributions 

Net investment in gas utility plant 

Allowance for Working caB,!tal 
cash (1/8 of operation and maintenance 

expenses plus minimum bank balance 
requirement of $630,000) · 

Materials and supplies 
Prepayments 
Less: Average tax accrua.ls 

Average customer deposits 
Total allowance for working ca•pi tal 

·Net investment in gas utility plant and 
allowance for working Capital 

Rate of return - percent 

Fair value rate base 

Rate of· return on fair value - percent 

After 
Agjy~ine.!l1§ 

$30~~1i 

19,270,804 
2,790,526 
1,196,996. 
2,500,965 

100,214 
803,142 
777,405 

__ lLl.QL 00 Q.l 
.-lZL:il.!lL 0 5 l 

3,497 ,"864 
95,562 

_ __j__2L003• 
$ 3,571,833 

11,387,812 
___ 50.!l.L 681i 
--1l....!l.21i.L!!2.!l 

-.!!1&21.L 54 .!! 

978,8(5 
512,785 
116,922 

(1,615,659) 
__ illb:Llll 
_ __1260L86_2) 

$40,836,675 
=========== 

8.75 
=========== 
$48,139,131 
=========== 

7. 42 
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NORTH ·CAROLINA· NATURAL GAS CORPORATION 
STATEMENT OP RETURN ON COMMON EQUITY 

FOR THE 12 MONTHS' PERIOD ENDED MAY 31, 1972 

Net operating income for retu~n 
Othe·J:' income 
Amount available for fixed charges 
Pixed charges 
Amount available for common equity 
Common equity 
Return· en common equity 
Fair v·alue common equity 
Ret~rn on fair value common equity 

$ 3,-571,B33 
72,75B 

3,644,591 
1,571,55B 
2,073,033 

f:4,575,797 
I 4.22% 

21,B7B,253 
9. 4B~ · 

9.. .The commission has found ~he replacement cost of N. 
c. Natural•s property to be $53,100,445, based on the plant 
reproduction cost study int~oduced b-y N~ c. Natural adjusted 
to allow for duplication of facilities, redesign· of the 
system to reflect efficiencies, ·changes in the art and 
changes in the art of construction of pipelines·, and after 
adjusting for contributions in aid of construction and for 
the working capital allowance; the fair value of N. c. 
Uatural 1 s· plant devoted t9 p11blic service is determined by 
the Commission to be $48;400,000 which when reduced by the 
working capital all.ovance of ($260,869) produces the fair 
value_ of the u-t;.ili ty • s property devoted· to public service, 
or th·e fair value: rate base, of $48,139,131, based on 
consideration of the original cost of the properties devot'ed 
to public service, $fl:0,836,675, and the replacement cost of 
these properties determined by the commission to be 
$53,100,q45_ 

10. After considering N. c. Natural's test period 
revenues and expenses, capital structure and financing 
requirements, end-of-period plant and its fair value, its 
construction program its relative financial stability during 
t.he period (970 through the test pariod, its ready access to 
protection from increases in the wholesale cost of gas by 
way of 11·tracking filings 11 and its test period rates of 
r.eturn on fair value and common equity, we conclude that N. 
c. Natural test period operations reflect that it iS able by 
sound mana9ement to produce a fair . ptofit to its 
stcckholders, to maintain its facilities and service in 
accordance vith the reasonable requirements of its customers 
and to compete in~the market for capital funds on reasonable 
terms and· is in fact accomplishing those objectives; 
accordingly, ve conclude that the facts herein have not 
established the need for an increase in rates and charges 
based upon test period operations. Similarly, the 
intervening municipalities have not torne the burden which 
shifted to them of establishing that the rates of return 
produced by present rates and charges are excessive. we, 
therefore, conclude that no adjustment in rates and charges 
is required at this time. 
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I I• As in. the order in Dock3t No. G-9, sub 96, ll! !ht 
.I1stt43r of Afil!licatj:qn of Piedmont Natural Gas Com,Ean1, Inc. 
iQ! an Adjustment of Its Rgtes and ChaI:s.2s, we recognize 
that the current .. natural gas supply will not be 
substantiall.Y alleviat~d in tba futnre, and therefore 
conclud-e that N. c. Natural as well a-s other natural gas 
distributors i~ North Carolina, should refrain from engaging 
in promotional practices or in the·. use of promoticnal 
advertising which would entice and encourage the use of 
natural gas, and- that expenditures for such purEOses should 
not be allowed as reasonabl~ operating expenses in the 
future until.this commission shall order otherwise. In view 
of th~ fact· that th:! Co.mmission .ha5i not heretofore 
in·structed the natural gas distributors in North Carolina 
vith re9ard to these matters, it would not be fair to 
exclude such expenses as reasonable. ope_rating expenses in 
the determination of this rate proceeding,· and accordingly, 
ve have not done so. In furth.er elal:oration Of these 
matters, the commission concludes that educational and 
informational advertising ·practices and programs which 
educate the public as to t.he appropriate use of natural gas 
and the conservation of energy ar9 valid and reasonable and 
should not be discouraged. 

12. N. c. Natural has certain contract schedules covered 
~Y filed 'tariffs which have not been increased except for 
tracking increaSes since tba contracts were signed in the 
late 1960 1 s. The Commi:ssion concludes that in future rate 
cases that these rates sh·ould be stibject to review and 
consideration, along with all cf the rate' schedules in 
~£feet at the time of any general ,rate proceedings affecting 
this company. 

IT IS, THEREFORE, ORDERED th3t the rate increases proposed 
herein be, and hereby are, denied, and the Application be, 
and hereby is, dismisse_d and the proceeding terminated. 

ISSUED BY _ORDER OF THE COMMISSION. 

This the 7th day of March, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine K. Peele, Chief Clerk 

*CommiSsioner Rhyne resigned on December 28, 1972, and did 
not participate in the deCision. ccmmissioner RQney did not 
particii,ate in the decision •. 
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DOCKET NO. G-2(, SUB 98 

BEFORE THE NORTH CAROLINA UTILITIES ·coMHISSION 

In the Matter of 
Application of North Carolina Natural 
Gas corporation, for an Adjustment of 
Its Rates and Charges 

ORDER APPROVING 
TRACKING INCREASE 

BY THE COMMISSION: On P~bruary 27, 1973, North Carolirta 
Natural Gas Corporation ("N-.C. Natural") filed alternative 
Applications vitb the North Catalina Utilities commission in 
t.his Docket and in Docket No. G-21, stlb 99, in which it 
seeks to increase its rates to its customers in order that 
it might recover increases in the cost of gas to it from its 
wholesale supplier, Transcontiaental Gas Pipe Line 
Corporation (Transco). In its filing with the FEderal Paver 
Commission (FPC), Transco is seeking to recover an increase 
in the cost of gas to it of $.014 per Mcf effective April I, 
1973. This increase of $.014 p9r Mcf is cOmposed of $.008 
per Mcf increase which represents increases in the cost of 
gas to Transco from its sup~liers, while $.006 per Mcf 

. represents unrecovered. gas cost _vllich Transco has incurred 
and which Transco is seeking to recover pursuant to its 
purchased gas· adjustment clause approved by the Federal 
Power Ccmmission (FPC) under Docket No. BP.73-3. The !.0.14 
per Mcf increase in the cost of 91s vill be collected for a 
pericd of approximately six months or until Transcc has 
recovered its unrecovered gas cost and at that time the rate· 
to N. c. Natural will be 1djusted by Transco accordingly. 

The increase in rates sought by N. c. Natural in this 
docket is $.0.15 per Mcf ($.014 per Hcf cost of gas increase 
plus related gross receipt ta.tes) and will result in an 
annual increase in cost of gas to H. c. Natutal's customers 
of $552,520. 

The North Carolina General A£sambly adopted Chapter 1092 
Session Laws of 1971, ratified July 21, 1971, North Carclina 
General .statute 62-f33(f) which provides as follows: 

"Unless otherwise ordered by the commission subsections 
(bl, (c), and (d) shall not apply to rate changes of· 
utilities engaged in the distribution of natural gas 
bought at vh·olesale by the utility for distributicn to· 
consumers to ,the extent ·such rate changes are occasioned 
by changes in the vholesale rata of such natural gas. The 
CommissiOn may permit such rate changes to become 
effective simultaneously with the effective date of the 
change in the wholesale cost of Such natural gas, or at 
such other time as the Commission may direct. This 
subsection shall not prohibit the Commission frOm 
investigating and changing unreasonable rates in 
accordance vith the provisicns of this Chapter. The 
public utility shall giVe such notice, which may include 
notice by publication, of the changes to· interested 
parties as· the commission in its discretion may direct." 
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Pursuant to the authority granted above to the Commission 
by the Legislature, the Commission issued in Docket No. G-
100, sub IQ, requiring certain data as follows to be filed 
vith the Commission for the consideration of increased rates 
filed solely to recover increases in the cost Of gas to a 
gas utility company in thiS state if approved hy the Federal 
Paver commission. 

Pursuant to that order N. c. Natural filed the following 
data in this proceeding: · 

1- summary of N. c. Natural• s rates and 'charges as filed 
vith this commission ill Docket No. G-21, Sub 94. 

2. 
c.· 
this 

3. 

Schedules of the proposed rates and charges ~hich N. 
Natural seeks to place in effect on April ,I, 1973, _in 
Docket No. G-·21, Sub 98. 

Statement of net inve'Stment at original cost. 

Statement of present fair value rate- base. 

5. Statement showing plant . balances 
depreciation balances and deprec_iation rat_es. 

and accrued 

6. ·statement of materials and supplies necessary for 
operation cf the Petitioner's business. 

7. Statement showing amount of -caSh wcrking capital 
which Petitioner finds necessary to keep on hand.. ' 

e. statement of net Operating income for return for 
twelve months ended May 31, 1912. 

9. Statement showing effect of proposed increase in 
rates. 

10. Balance sheet and income statement for the year ended 
Hay 31, 1972. 

11- statement showing rate of rettirn on rate· base. 

12. Statement showing rate of return on equity. 

13- A copy of the. Fed_eral Paver commission order, under 
which the wholesale price increase is to b"e incurred, will 
be submitted as a late exhibit filed when available. 

Exhibits (3) through (8} were filed in the general rate 
case Docket No. G-21, Sub 90 in which the Commission issued 
itS Qrder Defili!l.9: Increases on March 7, 1973. The 
additional data as filed was reviewed and analyzed by the 
commission's Accounting and Engineering staffs and a report 
of same sutmitted to the commission for its consideration. 

Notice of the proposed filing in this docket was given to 
the public by N. c. Natural by inserting a public notice in 
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various n~vspapers throughout its service area in North 
Carolina. 

Based on 
Commission 
following 

the application as file·a and the records of the 
in this docket, the CommiSsion makes the 

FINDINGS OF FACT 

1- Th.at North Carolina Natural Gas Corporation is· a 
public utility subject to the jurisdiction cf. the North 
Carclina Utilities Commission. 

2. That the increase -in the cost of.gas which TranscO is 
seeking to, recover in. Docket No._ RP73-3, .has been approved 
by the FEderal Power Commission effectiVe April I, !973~ 

3. That N. c.. Natural 
increase in the cost of gas 
taxes tc become effective on 
said revised tariffs on and 
tariffs will be increase_d by 

filed tciriffs to recover this 
plus- related gross receipts 
all bills render·ed ·pursuant to 
afte·r April I 3, 1973. All 

$. O I 5 per Mc£.· 

~. That the rates of retutn as found to be just and 
reasonable by the Commission in the order in Docket No. G-
21, sub 90 issued on ·March 7, 1973, for the test period 
ending May 31, 1972, and those determined by tbe Ccmmission 
in this docket are listed belo~: 

On investment 
On equity 

~pproved in Docket 
H~illL-Sub_2.Q __ 

8. 75 
I q.22 

After Proposed 
Tracking_Increase 

8.62 
13.87 

5. That the rates of r~turn on end of period inv.estment 
and on equity after the adjustments for the proposed 
increases as applied for herein haye decreased from those 
found just and reasonable· by the commission in its general 
rate case order- issued l'!circh 7, 1973. 

CONClUSICNS 

In accordance with G. s. 62-133 (f) the ccmmissicn has 
statutory authority to· consider as a separate item .increases 
in the cbst of gas to gas utilities in North Carolina 
occasioned by increase in cost of gas to them from their 
wholesale supplier as approved by· ·the Federal Power 
Commission. The' commission ll·sued a genetal order in Docket 

·No. G-1 00, Sub 14, providing that after review of the aa·ta 
filed bY the natural gas utilities as described therein, if 
the, Commission concludes ftcm such review and analysis that 
the filings will not result in an increase in the company's 
rate cf teturn over that most recently approved by the 
commission, that the pass-on of th9 wholesale increased cost 
of gas will be allowed. 
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Commission considers th~ filings 
as complying with G. s. 62~133(f) 
effective vi thoUt hearing. . · 

-and applications 
as allowed to 

The Commiss_ion concl.udes that .. in. this procee_d,ing the rate 
o.f return of ,N •. c. Nat11ral ·has decreElsea , sirice . the 1ast 
general rate proceeding-_· in Docket No. G'.""21, Sub· 90,. ehich 
oraer was issued oh !!arch 7,•.,1973.· · 

Based on the foregoiilg:· Findings ·of~Pact alld Conclllsions, 
the Commission is of the· opi_nion· thcit the rate · increase as 
fi_led by N;._ c •. Natural that seeks., Solely to r~cover 
increase·s in· the cost of gas to it from its sUppli"~r as 
approvea_ by the Ft?deral Paver CcmmissiOn should be ·allowed 
as a filing pursuant to G. s. ·62-('33 (f) · and- s!,ou1a· be 
permitted to beco~~ effective v~thout beaLing. 

IT IS, THEREFORE, ORDERED_, as foll6vs: 

I.· That the tariffs file a. bf N. c. · Natural as, ·Exhibit 
No. 2 in this Docket No. , G..;.21, Sub 98, ... be, ·:and are hereby, 
authori-z:ed to becOme effective· on all bills rendered. on and 
after-April 13,· 1973. 

2. That at· sue~ tiine that the rate to N •. c. Haturi!l .is 
reduced as .a result ·of Transcontinental Gas -Pipe Line 
Corporatiori having collect~~ its ~ntecovered gas ,cQst, North 
Carolina Natural Gas· corporation shall immediately· file on 
one day• s notice i:-educed tariffs_ reflecting this change- plus 
applicable·. gross receipt taxes. · · 

3. That ,in the ev,mt the increases sought· _by 
TransColltinental G~s Pip.e Line Corporation in the various 
Federal _Power Commission dockets . upon· which .t l!es_e rates are 
based are reduced, N. c. Natural_ shall immediately file· 
tariffs reflecting corresponding. decrea~es in its t~riffs ·as 
authorized herein. 

ti'. That in the event, any refunds are received by H. c. 
Natural from Transcontinental Gas .Pipe tine cot·porat-ion as.a 
result of action by the Federal Power Commission or if 
producer refunds flov thro11gh to Transcontihental · Gas Pipe 
Line Corporation wliich are in turn Passed on to N. c. 
Natural, -a1i such refunds, if any, shall· be placed in the 
Restricted Account No• 253. "Other Deferred credits" and 
shall be held •in said restricted account subject to. 
disposition arid direction by the North Catalina Utilities 
Commission. Information concerning future refunds shall be·. 
furnished the Commission not less than 15 days f~om the date 
of receipt, the information shall include the source thereof 
including the docket numbers and order dates of any 
proceeding involved in s~ch refunds. 

s. That t-he ·attached Notice, Appendix "A", be mail8d to 
all customers along vith the next bill advising them of the 
actions taken hetein. 
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ISSUED BY ORDER OF THE ·coMH.·ISSION. 

This 30th day of March, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine~~ Peele, Chief clerk 

(SEAL) 

APPE~~Ii: ~ A" 

Upon appli~ation by Nort·h Cat•olina Natural Gas corporation 
the North Carolina Utilities Commission apprOved increased 
rates on all'" bills rendered on and after Ap.ril J,3, 1973. 
The increase approved results :1n an ·1nc.rease of $. O 15 per 
Hcf on all rate schedules. Ttiis increase allows N. c. 
Natural Gas corporation to reco·ver · only ·the. increase in cost 
cf gas to it from· its.supplier, Transcontinental Gas Pipe· 
Line corporation, which has been -approved· by the Federal 
Power Commission, plus related. gross recei-pts taxes. 

DOCKET NO. G-2 I, SUB. I 02 

BEFORE THE NORTH CAROLINA 'UTILITIES COMMISSION 

In the Hatter of 
Application of North Carolina 1 
Natural ··Gas corporation' for an ) 
Adjustment Of Its Rates .and r 
Charges· ) 

ORDER ESTABLISHING 
MEMORAN.DUM ACCOUNT 
POR TRACKING UNRECOVERED 
GAS COST 

BY THE COMMISSION. -On September 5, 1973 North Carolina 
Natural Gas Corporation (North Carolina Natural) filed a 
letter petition in v.hich it requested authority to recover 
increases in the cost of gas to it for the period August 13 

31, 1973 and the 4ifference between the cost of gas _as 
identified by the rates listed in Appendix A and Appendix B 
in this Commission•s qrder ·of August 23,:. f 973 from September 
I, 1973 by debits or credits to a deferred account. This 
action iS necessary because the ·Federal Power Ccmmission has 
not taken any - fina-1. ·action on tariffs filed by 
Transcontinenta.1 Gas Pipe Lin a Corporation (Transco). 
Transco, however, is authorized under the Natural Gas Act to 
place in effect on August 13, 1973, Appendix A rates as 
shown in this comtii.i5.sion•s .Order dated August 23, 1973 
subject to change or refund. North Carolina Natural 
proposes to record the "dif.ferences in the cost of gas to a 
deferred account for future tracking as required. 

On August 23, J 973 this ccmmission issued an ·order in the 
· above captioned matter. in which it app:roved increased· rates 
for North Carolina Natural in order to recover increases in 
cost of gas to it from Transc~ as app:roved by the Federal 
Power Commission. The rates approved vere based on the 
"Settlement Rates"· as filed for by Transco. and as listed . as 
Appendix B attached to the ord9r of the commission dated 
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August 23, ·f973. The effective date' of the iD.creased rates 
as approved by this Commissio·n for NoI'th Carolina Natural 
was on all meters .read on alld after SE!ptember r4, 1973. 
September I, 1973 was the effective date',- of· the 11 Settlement 
Rates'' in Transco• s settlement flling with the Federal Power 
Commission. ' · 

Horth Carolina Natural was advised on August 31, 1973 that 
the Federal Power Commission hcid not issued an order with 
respect to Transco• s application in Federal Power commission 
Docket No. RP73-69 and RP72-99. Accordingly, Transco will 
place into effect subject to adjustment and/or refund·, the 
rates which it filed with the Federal Power Commissicn on 
ftay 30, 1973 which rates were attached to this commission's 
Order of August 23, 1~73 as Appendix A~ 

The commission•s Order of August 23, f973 authorized North 
Carolina Natural to file on one day's notice revised tariffs. 
to reflect rates. higher or ·1over than the Transco 
"Settlement -Rates" as approved· by the Federal Power 
Commission. The Federal Power commissiOn has not issued an 
order in this matter and in accordance with the u·atural Gas 
Act and ' the Rules and ·Regulations of the Federal Power 
Commission,· Transco will begin collecting higher rates than 
the "Set_tlement Rates-" effective August f3, f973. It is 
anticipated that the Federal Power Commission will 
ultimatel_y approve the "Settlement Rates" and in order to 
avoid collecting excessive amounts ·from its customers which 
NQrth Carolina Natural would te required to refund and ,.at 
the same time permit North Carolina Natural to recover only 
the increased cost of gas to it from August 13, 1973, North 
Carolina Natural request the Commission's approval of the 
following: 

2. 

3. 

North Carolina Natural 
rates approved in Docket 
September lq, 1973. 

will place. into effect the 
No. G-21, Sub 102 effective 

Amounts billed by Transco 
included in Appendix B of the 
1973, in Docket. No •. G-21, Sub 
a memorandum account. 

in excess of the rates 
order dclt_ed August 23, 
I 02, will be char"ged to 

Any refund of 
by the FPC 
account. 

amOun.ts coll9cted by Transco as ordered 
will be credited to the ~emorandum 

4. North Carolina Natural vill file on one day•s notice 
revised rate schedul~s to reflect any changes in 
Transco• s rates from their proposed'. 11 Settleme'nt 
Rates 11 as approved by· the PPC. 

5. · North carolina Natural would he authorized to recover 
or refund the balance in the memorandum account 
through an increase or decrease in its rates for such 

· time and in such· amount as approved by the 
Commission. 
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The Commission is of the opinion that the approval of the 
action requested by North Carolina Natural would permit 
North Carolina Natural to recov~r only the cost of gas to it 
as approved by the Federal Paver commission. North Caroliria 
Natural will receive no additional net income a~ a result of 
this action. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

I) That North Carolina Nat'ural Gas Corporation be and is 
hereby authorized to charge to a memorandum acccunt amounts 
collected by Transcontinental Gas Pipe Line Corporation in 
excess of the rates included in Appendix B of the 
Commission's Order dated August 23, 1973 in Docket No. G-21, 
Sub 102 from September I, !973, until such time as a final 
order is issued by the Federal Power Commission in FPC 
Docket No. RP73-69 and RP 72.-99. 

2) That No~th Carolina Natural Gas Corporation be 
authorized to charge to the memorandum account amounts 
collected by Transcontinental Gas Pip~ Line Corporation 
during the period August 13 - 31, 1973 in excess of ·the 
rates in effect on April I, 1973 as approved hy the Federal 
Power Commission for Transcontinental Gas Pipe Lin0 
Corporation. 

3) That North Carolina Natural Gas corporation shall 
credit to the memorandum account any refund of amounts 
collected by Transcontinental Gas Pipe Line Corporation as 
ordered by the Federal Power ccmmission. 

4) That North Carolina·.· Natural Gas Corporation, shall 
file on one day•s nptice revised rate schedules to reflect 
any changes in Transcontinental Gas Pipe Line Corporation•s 
rates from its proposed settlement r~tes as approved by the 
Federal Power Commission. 

S) North Carolina Naturat Gas_ corporation shall file a 
monthly report reflecting the authorization herein granted. 

6) That this docket shall remain open for such further 
orders as a+e required. 

ISSUED BY ORDER OF THE COMMISSION. 

•This the 25th.day of September, 1973. 

(SEALJ 

NORTH C&ROLINA UTILITIES COMMISSION 
Katherine M. Peele, chief Clerk 
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DOCKET NO. G-3, SUB s r . 

BE~ORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Petition of Pennsylvania & Southern Ga•s 
com'pany (North ·caFolina Gas se:c:vice Di
vision), for an Adjustment Of Its .Rates 
and Charges. 

l 
) ORDER APPROVING 
) T-RACKING INCREASE 
l 

BY. THE COMMISSION~ On, F.eb:c:uar1y 28, 1973, Pennsylvania & 
soutpern Gas company (Nort_h Carolina Gas service. Division), 
( 11 N.c~ Gas S13:c:vice") 'filed a Petition with the North 
Carolina U.tili ties commission in this· D6cket ·No. G-3, Sub 
Sf, in which it seeks· to fncrea~e its rqtes -to. its customers 
in order·tbat it migh~ recover increases in the coSt of' gas 
to it- from its wholesale supplier, Transcontinental Gas Pipe 
Line corporation (Transco). In its filing· with the Federal 
Power Commission· (FPC), Transco · iS seeking to recover an 
increase in the cost of gas to it of $.014 per· Hef effective 
April I, 1973. ThiS increase of· $.014 per Hcf is composed 
of $.008 ·per Mcf increase which ·represents inc~eases in the 
cost of gas to Transco,from its suppliers, while $.006 per 
Mcf represents unrecovered · gas cost which Trans·co haS 
incurrEd and -w}J.ich Transc·o.··is s9ekincj to recover pursuant to 
its purchased gas adjustment clause approved by the Federal 
Power commission (FPC) under Docket No. ·RP73-3. · T_he $.0)4 
per l'!cf incre13-se ·in· the c.Os:t· .of gas will be collected for a 
per:i.Cd of approxim·ately six mc,nths or until Transco has 
recovered its unrecovered. gas cost and ·at that time the rate 
to N.c. Gas Service Will be adjusted to Transco. ~ccordingly. 

The increase in rates sought by N.C. Gas Ser"vice in this 
Docket is $.0152 per Hcf fii.011' per Hcf cost of gas increase 
plus related gross receipts ta3es and insurance costs) and 
will result in an annual.increase in cost of gas to N.c. Gas 
Service's customers of $Q.9,J08. 

The North Carolina Genera.I Assembly -ad,opte'd Chapter I 092 
session Laws of 1971, ratifie.d .July 21, 1971, North Carolina 
General Statute 62-(33(£) vhicn provides ~s follows: 

11 Unless · otherwise .ordered by the CommisSion subsections 
(bl, (c)., and (d) shall net apply ·to rate changes of 
utilities en.gaged in the distribution of natural gas 
bought at whol·esale by the 11tility for distribution to 
consumers toJ the extent such rate changes ate occasioned 
by chang·es in the wholesale rate of such natural gas. The 
commission may permit such rate changes to become 
effective simultaneously with the effective date of the 
change in the vholesal~ cost of such natural ·gi!.s, or at 
sucb other time as the commission may direct. This 
subsection shall not prohibit the commission from 
investigating and changing unreasonable rates in 
accordance with the .provisions of this chapter. The 
public utility shall give such notice, which may include 
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notice by publication, of the changes to in"terested 
parties as the commission in its dii;;cretion ·may direct." 

Pursuant to the authority granted above to .the Commission 
by the Legislature, .. the commission issued in Docket No. G-
100, Sub 14, requiring certain data as fnllovs to b~ filed 
with the Commission for the. consideration of increased rates 
filed solely to· recover increases ~n the cost of gas to a 
gas utility company in this state if approved by the Federal 
Power Commission. · 

Pursuant to that Order N •. c. Ga,e: Service filed the 
following data in this proceeding: 

f. summary of N.c. Gas ·service•s present rates and 
charges as filed vith this Comllission. · 

3. statement of·net investment at original cost. 

4. statement of -present. fair value ·rate base. 

vhich 
1973, 

5. Statement shoving plan:t, balances and accrued 
deprec~ation balap.ces and d'.3praciation r_ates. 

6. Sta.tement of materials and supplies necessary· for 
operation of the Petiti~ner•s 'tnsiness. 

7. Statement 
which Petitioner 

shovi.ng · amount -of cash working capital 
finds necessa-ry to keep on hand. 

e. Statement of net operating income for return for 
twelve months ended December 31, 1972. 

9. Statement shovirig effgct of proposed increase in 
rates. 

10. Balance sheet and incom3 statement for the year ended 
December 31, 1972. · 

11. Statement shoving rate of return on rate base. 

12. Statement shoving rate. of return on equity. 

13. A copy of the ·Federal Pcver Commission Order, under 
which tbe wholesale price ·incr~ase is to be incu~red, will 
be submitted as a late exhibit filed when· availabl~. 

The data as filed was reviewed and analyzed by the 
Commission•s Accounting and Engine~ring staffs and a report 
of same sutmitted to the Commission for its consideration • 

. Notice cf the proposed filing in this docket was given to 
the public by N.C. Gas Service by inserting a public notice 
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in various 
Carolina. 

Based on 
Commission 
following 

GAS 

newspapers througbout its.service area in North 

the application as filed and the records of the 
in this docket, the Commission makes the 

FINDINGS OF PACT 

I• That Pennsylvania & southern Gas company (North 
Carolina Gas service Division) is a p~blic utility subject 
to the jurisdiction of the North Carolina Utilities 
commission. 

2. That the increase in the cost of gas which Transco is· 
seeking to recover in Docket No. RP73-3, has been approved 
by the Federal Power commission effective April I, 1973. 

3. That N.C. Gas Service filed tariffs to recover this 
increase in the cost of gas flus related gross receipts 
taxes and insurance costs to become effective on all bills 
rendered on and after April 13, 1913. All tariffs will -be 
increased by $.0152 per Mcf. 

4. That the rates of return as found to be just and 
r~asonabie by the Commission in the order in Docket No. G-3, 
sub 48 issued on November 20, )972, for the test period 
ending March 3(, 1972, and those determined by the 
commission in this docket are listed below: 

on investment 
On equity 

Approved in Docket 
-~~-3, Sub~.§_ 

9. I 3 
12.00 

After Proposed 
_:Iracki!!.!L!~~ 

8.6q 
10.21 

5. That the rates of return on end-of-period investment 
and on equity after the adjustments for the proposed 
increases as applied for herein have decreased from those 
found just and reasonable by the commission in its general 
rate case order issued November 20, 1972. 

CONCLU SI CNS 

In accordance vith G. s. 62-!33(f) the' Commission has 
statutory authority to consider as a separate item increases 
in the cost of gas to gas utilities in North Carolina 
occasioned by increase in cost of gas to them from their 
wholesale supplier as approved by the Federal Power 
Commission. The Commission issued a general order in Docket 
No. G-roo, Sub 14, providing that after review of the data 
filed by the natural gas utilities as described therein, if 
the Commission concludes from such review and analysis that 
the filings will not result in an increase.in thg company's 
rate of return over that most recently approved by the 
Commission, that the pass-on of the wholesale increased cost 
of gas will be allowed. 
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Commission considers the 
as complying with G. s. 
effective without hearing. 

filings 
62-133 (f) 
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and applications 
as allowed t6 

The Commission concludes that in this proceeding the rate 
of return of N.c. Gas, Service has decreased. since t'he last 
general rate proceeding in' Docket No. G•3, Sub 48, which 
order was issued on November 20, 1972. 

Based on the foregoing Findings of Fact and COnClusicns, 
the Commission is of the opini"cn tbat the rate increase as 
filed by N.c. Gas service that se·eks solely to recover 
increases in the cost of gas to it from its• supplier as 
\Pproved by the Federal Power Ccmmission should be allowed 
as a filing pursuant to G. s. 62-133 (f) and should be 
permitted to become effective ~ithout hearing. 

IT IS, THEREFORE, ORDERED as fellows: 

I. That N. c. Gas service be, 
to file revised tariffs with the 
effective on all bills rendered on 

and is hereby, authorized 
increase ~ought herein, 
and after April 13, t973. 

2. That at such time that the rate to N.C. Gas Service 
.is reduced as a r~sult of Tra~scontinental Gas Pipe Line 
Corporation having collected its unrecovered gas cost, N.C. 
Gas Service shall immediately file on one day's notice 
reduced tariffs reflecting this change pl·us applicable gross 
receipts taxes. 

3. That in the event the increases sought hy· 
Transcontinental Gas Pipe Line Corporation ·in the various 
Federal Power commission docksts upon which ttese rates are 
tased are reduced, N .• c. Gas Service shall immediately file 
tariffs reflecting corresponding decreases in its tariffs as 
authorized herein. 

4. . That in the event any .refunds are received_ by N.c. 
Gas Service from Transcontinental Gas Pipe Line corporation 
as a result of action by the Ped~ral Power commission or if 
producer refunds flow through to Transcontinental Gas Pipe 
Line Corporation which are in turn passed on to N.c. Gas 
Service, all such refunds, if any, shall be placed in the 
Restricted Account No. 253, "Other Deferred Credits" and 
shall be held in said restricted account subject to 
disposition and dir-action by th·e Nor-ch Carolina Utilities 
Commission. Information- concerning future refunds shall be 
furnished the Commission not less than 15 days from the date 
of recei~ti the information shall include the source thereof 
including the docket numbers and order dates of any 
proceeding involved in such refunls. 

s. That the attached Notice, Appendix "A", be mai1ed to 
all customers along with the n~xt till advising them of the 
actions taken herein. 

ISSUED BY ORDER OF THE COMMISSION. 
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This the 30th day of March, 1913. 

NORTH CABCLINA UTILITIES COftftISSION 
Katherina R. Peele, Chief clerk 

(SEAL) 

APP·END.IX rt A11 

Upon application ·by Pennsylvania & southern ·Gas Company 
(North ca'rolina Gas service Di'lision), the North Carcliiia 
Utilities commission approved iDcreased rates en all bills 
rendered on and after Apri-1, 13, 1913. The increase approved 
results in an increase of $.0(5~ per Hcf on all·rate 
schedules. This incr~ase allows H.C. Gas Service to recover 
only the increase. in cost of gas to it from its supplier, 
Transcontinental Gas Pipe Line cortoration, which has been 
approved by the Federal Power ConimisEion,· plus related gross 
receipts taxes and insurance costs, 

DOCKET NO. G-.3, SUB 52 

BEFORE THE NORTH CAROLINA UTILITIBS COMMISSION 

In the Hatter. of 
Application of Pennsylvania & Southern 
Gas Company, North ~arolina Gas 
·service Division, for an 'Adjus'tment of 
its Rates and Charges 

ORDER ESTABLISHING 
SUSPENSE ACCOUNT 
FOR TRACKING UNRE
COVERED GlS COST 

BY THE COMHISSIO~. On September 27, 1973 Pennsylvania & 
southern _Gas company, North Carolina Gas Service D1vision 
(N. c. Gas S9rvice) ,filed.a Hotion fot' Supplemental order in 
which it reguested authority .tc recover increases in the 
cost of gas' to it for the p~riod August 13 - 31, 1973 and 
the difference betueen th9 cost of gas· as identified by the 
rates listed in Appendix A · and Appendix B in this 
co·mmission•s order of August 23, 1973 from September I, 1973 
by debits or credits to a.suspgnse accoun~. This action is 
necessary because the Federal Power Commission has not taken 
any final action on tariffs filed ty Transconti~ental Ga$ 
Pipe Line corporation (Transco). 'lransco, however, is 
authorized under the Natural Gas Act to place in effe·ct on 
August I J·, 197 3, Appendix A rates as shown in this 
commission's order dated August 23, 1973 subject to change 
or refund. N. c. Gas service proposes to record the 
differences in the. cost of gas to a suspense account for 

.future tracking as required. 

o~ August 23, 1973 this ccrmission issued an order in the 
above captioned matter in which it approved increased rates 
for N. c. Gas service in ord~r to recover increases in cost 
cf gas to it from Transco as apptoved by the Federal Power 
commission. The rates apptoved were based on the 
"Settlement Rate511 as filed for by Transco and as listed as 
Appendix B attached to ~he ordsr of the commission dated 



RATES 257 

August 23, 1973. The effective date of the increased rates 
as approved by this commission for N. c •. Gas,service was on 
all meter readin_g_s on and aftgr September ·14, (973. 
September I, 1973 was .the effective ,date of the "Settlement 
Rates 11 in the settlement filing with the Federai Power 
Commission. 

N. c. Gas Service vas advised on ·sei,tember 4, 1973 that 
the Federal Power commission had not· issued an order with 
respect to Transco•s appl~cation in Federal Power Commission 
Docket No. RP73-69 and RP72-99. Accordingly, Transco, will 
place into effect subject to adjustment and/or refrind, the 
rates which it filed with the Pederal Power Commission on 
Hay 30, (973 which rates were attached to this Commission's 
oraer ·of August 23, 1913 as A{pendix A. · 

The Commission's Order of August 23, 1973 author~ed N. c. 
Gas Service tO file on one day•s riotice revised tariffs to 
reflect r'ates higher or lowar than the Transco "Settlement 
Rates11 as approved by the . Pedsiral Pove:i- Commission. The 
Federal Power Commission has not issued an order in this 
matter and in accordance with the Natural Gas Act and the 
Rules and Regulations of th3 Federal Power Commission, 
Trarisco will begin collecting higher rates than the 
11 Settlement Rates" effectiv ~ August I 3, 1973. It is 
anticipated that the Federal Paver commission will 
Ultimately approve the "Settlement Rates" and in order to 
avoid collecting axcessive amounts from its customers which 
N. c. Gas Service would be required to refund and at the 
same time permit N. c. Gas S'3rvice to recover. only the 
increased cost of gas· to it from August ( 3, 1973, N. c. Gas 
Service requests the Commission's approval· of th7'following: 

2. 

N.. c. Gas Sei"vice will maintain in 
approved in Docket No. G-3, Sub 
September 14, 1973. 

effect the rates 
52 effective 

Amounts 
included 
1973, in 
suspense 

bille·d by Tr1nsco in excess of the rates 
in Appendix B of the Order dated August 23, 
Dock~t No. G-3, Sab 52, will be charged to a 
account. 

3. Any refund of amounts collected by Transco as ordered 
by the FPC vill be cr~dit€d to the suspense account. 

4. · N. c. Gas service vill file on one 
revised rate schedules to reflect any 
Transco•s rates from th~ir proposed 
Rates" as approved by the PPC. 

day's notice 
changes in 
"Settlement 

5. The balance, ·if any, remaining in the suspense 
account would be transf~rred to the memo account. 

6. N. c. Gas service would b~ authorized tc recover or 
refund the balance in the .memo account through an 
increase or decrease in its rates for such time and 
in such amount as approved ty the commission. 
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The ccimmission is of the opinion that the approval of the 
action requested by N. c. Gas Service would permit N. c. Gas 
service to recover only th'3 cost of gas -to it ,as approved by 
the Federal Power Commission. N. C• Gas service will 

~~eceive no additional net incoma as a result-of this action. 

IT IS, THEREFORE, ORDERED AS FCLLOWS: 

I) That Pennsylvania & Southern Gas company, North 
Carolina Gas Service Division, be and is hereby authorized 
to charge to a suspense account amounts collected by 
Transcontinental Gas Pipe Line corpo~ation in excess of the. 
rates included in Appendix B .of the Commission's order .dated 
August 23, 1973 in Docket No. G-3r Sub 52 from September I, 
1973 until such time as a final order is issued by the 
Federal Pover Commission in FPC Docket No. RP73-69 and RP72-
99. 

2) That Pennsylvania & Southern Gas Company, North 
Carolina Gas service Division, be authorized to charge to 
the suspense account amounts ccllected by Transcontinental 
Gas Pipe Line Corporation during the period August 13-31, 
1973 in excess of the rates in effect on April I, 1973 as 
approved by the Federal Power Commission for Transconti
nental Gas Pipe ~ine corporation. 

3) T-hat Pennsylvania & Southern Gas Company, North 
Carolina Gas service Division, shall credit to the suspense 
account any refund of amounts ccllected by Transcontinental 
Gas Pipe Line corporation as ordered by the Federal Power 
commission. 

4) That Pennsylvania & Southern Gas company, North 
Carolina Gas Ser~ice Division, shall. file on cne · day's 
notice revised rate schedules to reflect any changes in 
Transcontinental Gas Pipe Line Corporation•s rates from its 
proposed settlement rates as approved· by the Federal Power 
Commission. 

5) That Pennsylvania & Southern Gas Company, NOrth 
Carolina Gas Service Division, shall transfer to the 
memoranda account any balances remaining, if any, in the 
suspense account. 

6} That -Pennsylvania S southern Gas 
Carolina Gas Service Division, shall file a 
reflecting the authorization herein granted. 

Company, 
monthly 

North 
report 

7) That this docket shall remain open for such further 
orders as are required. 

ISSUED BY ORDER OF THE COMMISSION. 
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This the 2nd day ·of October, f 973. 

NORTH CAROLINA UTILITIES COMMISSION 
Anne L. Olive, Deputy Clerk 

(SEAL) 

DOCKET NO. G-9, SUB 96 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Application of Piedmont Natural Gas 
company, Inc., for an Adjus.tment of 
Its Rates and Charges 

ORDER 
ESTABLISHING 
RATES 

HEARD IN: commission H9aring 
West Morgan street, 
October 3, q'and S, 

Room,. Ruffin Building, one 
Raleigh, NOrth Carolina, on 
I 972. 

APPEARANCES: 

Chairman Marvin 
Commissioners John 
and Miles ft. Rhyne 

For the Applicant: 

R. Wooten, Presiding and 
W. McD9vitt, Hugh A. Wells 
(See Note page 25)* 

Jerry W. Amos, Esq., and 
James T. Williams, Jr., Esg. 
Mctendon, Brim, BrOoks,· Pierce and Daniels 
Attorneys at Law 
P. o. Drawer U, Greensboro, North Carolina 27402 

For the Commission Staff: 

Edward B. Hipp, Esq •. 
Ccmmission Attorney, and 
William E. Anderson, Esq. 
Assista~t Commission Attoiney 
North Carolina Utilities Commission 
One West 'Morgan street 
Raleigh, North car:Olina 27602 

BY THE COMMISSION: On March 7, 1972, Piedmont Natural Gas 
company, Inc., (hereinafter also styled "Piedmont"), filed 
its.Petition or-ApplicatiOn with this commissicn in which it 
seeks an increase in its rates and charges for natural gas 
service. 

On March 14, 1~72, the corrmission issued its Order 
declaring the pro·ceeding to he· a general rate case, 
suspending· the proposed rates, setting a test p·eriod ending 
April 30, 1972, and.requiring the Petitioner to file such a 
revised Application, due ~un~ 15, t972, as would be in 
accordance with- the changed test period. 
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. ' on June 12, (972, the Petitioner filed a Motion for 
Extension of Time in which to file the revised· Application, 
exh1bits and work papets, which'the commission allowed by 
Order issued on June _13, (972. 

The Amended .Petition or· Application· was filed- on June 22, 
1972. The Amendment .inclUd~d amended tariffs which iricluded 
.the increase of I .802.¢ piar !!cf ·authorized J;>r the Ccmmission 
in Docket. No. G-9, Subs 92, 9[1, 97, 98 and I 00 .as allowed in 
the ·"tracking" order issued Kay 2, 1972, in those docket~. 
On July 18, f972, the Ccmmission issued its Order allowing 
the amendment and suspending the tarif_fs fi_led vith s~id 
Amended Petition on June 22, 1972. 

On September I, 1972, Piedmont filed~ Motion for Leave-to 
Amend its Amended Petition, alleging further increases in 
its cost of gas from ?ranscbntinent"al Gas Pipe Line 
corporation and ft;"Om Carolina Pip.~lin.e Company. Piedmont 
filed contemporaneously an Amendment to Amended Petition 
reciting the na.ture of those alleg!!d wholesale increases and 
attaching thereto certain exhibits. 

Again· on September 1· 1. 1972. Eiedmont filed a further 
the Amimded Petition, alleging 

·the cost ·of purchased gas ,and also 
a Second Amen_dment to Amended 

Rotioh for Leave to Amend 
additional· i"ncreases in 
filing contemporaneously 
.Petition, with -exhibi~s. 

On September 14. 1972, a Motion was filed on behalf of the 
Commission•s Staff for an extension of time to file its 
testimony, which was allowed by Commission Order issued 
September IQ, 1972. 

on September 22. 1972, Piedmont filed another Motion for 
Leave to Amend the Amended Petition and contemporaneously a 
Third Amendment to Amended Petition. With exhibits. 

On September 28, 1972, Piedmont filed its Undertaking 
a11·egin~ the pendency of . its generitl · rate case, the 
suspens~on of the proposed rates by the Commission, and its 
statutory right as set out in G. s. 62-J35 to put the 
proposed rate schedules into effect upon the filing hy 
Piedmont with the Commission of a satisfactory Undertaking. 

The matter came on for hearing at the time and ilace 
designated by p~ior order. As the first matter of business. 
the Commiss~on·inquired whether any person had objection to 
approval of the Undertaking. by th~ Commission. There being . 
none, ·the Undertaking was approved, and on October 6, 1972, 
the Commission issued its order recognizing the stattitory 
rights of Piedmont under G. s. 62-135 for tempOrary rates 
under Bond or Undertaking and reciting approval of the 
Undertaking as filed. 
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SUMMARY OF EVIDENCE 

Mr. J. D. Pickard, President and Chief Executive Q.fficer 
of Piedmont _ Natural Gas Company tes'tifi"ed ·that this• 
proceeding is Piedmont's first rate ·case 'since 1959 seeking 
to increase rates for other than tracking purposes; that at 
the end of the test year Piedlllont had. approximately 170,000 
customers; that the rate increase is soug~t at this time 
because of. the effect of Tra~sco•s gas· curtailment thereby 
increasing Piedmont's demand.cost; and. further, that the 
reduction in available supply of gas bas resulted in a shift 
in Piedmont's sales from more profitable industrial and 
commercial ~stomers to its less prof.itable resideI!tial 
customers. 

ftr. Matheney, senior Vice Presiaent-Fi~ance, testified 
that the original cost of Piedmont's ~lar.t is $121,969,891 
of vhich• the North Carolina ~ortion is $88,965,877; that 
working capital required by th~ company for it~ North 
Carolina operations is $2,894,874, hased on one-sixth of 
test year operation and m.1.intenance expenses, (ir..cluding 
minimum· bank. balances and excluiing average federal income 
ta:z: accruals); that the revenue:.. should be normalized and 
annualized in the amount of SI ,2.98,209, inCluding a 
temperature normalization of $348.,836; that the Cost of 
purchase.a gas should be ann,ualized in the amount of 
$1,085,129, and an adjustment made to other operation and 
maintenance expenses in the amount of $561,322, including 
$425,873 for wage adjustments a. portion of which took place 
outside the test period; that the rate of return on ccmmon 
equity after the adjustments is 6.81% for the test period 
and that after taxes interest coverage is ~.08 times; that 
earnings per share per hooks for the twelve months ended 
December 31, 1971 amounted to $1.98, and for the tvelve 
months ended April 30, ·1972 dropped to $1. 73. 

Mr. John G. Hopping, Vice President-Industrial and 
commercial sales, testified that present rate schedules are 
different for the western Division as a result of the ~erger 
of Carolina ~atural Gas company into Piedmont Natural Gas 
Company in 1968 and Piedmont's ma~ntaining the old Carolina 
rate schedule in that· service area, but the rates proposed 
in this case. eliminate the disparity. and provide the same 
rates for similar serv1ce to Horth Carolina customers; tliat 
the proposed rates have heen designed giving consideration 
to cost of service,. value · of service, competitive fuel 
prices, the need to maintain a balanced load grovth, the 
current gas supply si'tuation, · an·d the company• s revenue 
requirements; that stone and Webster Management Consultants, 
Inc., conducted a cost of service study vhich points out 
that under the current rate residential cns~cmers are 
producing a considerably lover rate of return than 
commercial or industrial customers and in the proposed rates 
residential customers bear a larger percentage of the 
increase; that the company cannot continue to sel1 gas to 
industrial and commercial customers if gas is priced at a 
non-competitive level; that the gas cost per MBTU under the 
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proposed rates will be lover than competitive fuel costs for 
customers using Rate Schedules 6, 8, 15, 16, 17, lla and 13; 
that Bate II iS the only ·rate- where· competitive fuel is 
cheaper per HBTU but many of these _customers prefer ga~ 
because of the convenience, savings· in handling, stOrage and 
·for ecological and' pollution abatement purposes, and the 
company is able to compete th~re even with a higher price 
per MBTU. 

Hr. Richard s. Johnson, Vice President of Stone and 
Webster Management Consultants, Inc., testified that Stone 
and Webster assisted Piedmont in designing the proposed 
rates and prepared a cost of service study to determine the 
approximate rate of return vhic"h would have been earned by 
each class of service during the test year had the proposed 
rates been in effect; that h'3 qon•sidered the prospects of a 
finite gas supply over the next fev years which· must meet 
the requirements of the firm sales growth; that Piedmont 
agreed when it acquired the Western Division to institute 
uniform rates throughout North Carolina in the next general 
rate case and the proposed rates should provide this 
uniformity; that the Applicant's proposed revenue has been 
apportioned to the'particular rate classifications on the 
basis of several formulae for determining the amount of 
increase to be derived from a particular change in rate 
schedules; that the selection of a schedule of rates to 
spread• the burden of service cost becomes a matter of 
informed judgment, includirig consideration of cost of 
service and other factors. 

Mr. John E. Daly, Assistant Appraisal Manager for Stone 
and Webster Engineering Corporation, testified that Stone 
and Webster developed the value of gas property located in 
the State of North Carolina, in service as of April 30, 
1972; that the appraisal consisted 0£ development of yearly 
eost indices appropriate for each cl.ass of the company's 
property, calculation of cost trend factors to April 30, 
1972 and the application of these facto_rs to the original 
costs by years of installation, depreciation s~udies 
involving field inspection, application of depreciation 
factors to current costs, and final assembly of the 
appraisal and stipporting data; that the indices are based on 
a combination of material and labor costs using two sets of 
labor indices - one for company labor and the other for 
Building Trades labor; that each yearly index for each class 
of property is trended from Original costs, by years, to the 
appraisal date; that observed depreciation reserve is also 
determined, and the procedures are followed through for all 
Flant property; that the c~rrent cost cf property in, or 
allocated to, the State of North Carolina is $147,162,522 
and the current cost less observed depreciation is 
$i26,858,88Q. 

Hr. Eugene s. Merrill, of Stone and Webster Hanagement 
Consultants, Inc., testified, regarding Piedmont's finances, 
capital cost and earnings requirements, that be used three 
approaches in determining earnings requirements, a~ follows: 
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(1) overall ~eturn on capital invested by comparable 
companies, (2) Piedmont's capital structure and· the cost of 
capital, and (3) tlte investors approach or the financial 
integrity approach; that the long term debt .ratio increased 
from 60.2% in 1965 to 64.2, by the end of 1971: that the 
common equity ratio increased 'from 24.8% in _1965 to 28.1% in 
197.t and decreased to 26.5% following the sale of debentures 
in April, 1972; that the interest' Coverage after taxes in 
1965 was 2.3 times and by 1970· had· decreased to less than 2 · 
times; that earn_ings per share wete $1. 79 ·in 1970,. $2. 02 for 
twelve months ending Jung 30, 1971, $1.-98 for thE! calendar 
year 1·971 and $1. 73 for t_he tast yeari that the ' average 
common equity ratio for the 17 comparison companies studied 
·vas 39.4% from 1965 to 1971 .and us 38.3% at year end 1971, 
while the common equity ratio of Piedmont has consistently 
been much thinner avera'C]ing only 25. I% from 1965 to 1969, 
and being 26.5% at the.end of the test year; that in the 
last quarter of 1965 interest rates begin to rise until mid 
1970 reaching aµ all time high in .. June, 1970; that 
Piedmont•s debt cost is 6.821, preferre~ stock cost is 
7.93,, making the cost of senior capital at the end of the 
test period 6.93%; that a return on common equity for the ·11 
gas distribution companies in the comparison study .~veraged 
I 2. 8% for the three years I 965 through. I 967; that as the 
cost of senior capital has increased since then, the return 
en common stock has decreased averaging f2.3% since 1967, 
and 14 of these 17 utilitias have sought rate increases; 
that Piedmont requires a minimdm rate of return on invested 
capital of 9• 17% and a minimum rate of I 5.·4% on common stock 
capitals 

Mr. Merrill further testified -that his conclusion under 
the comparable earnings approach was that that approach 
coul:d no longer be uSed to detarmine the cost of capital for 
a utility; that the comparable earnings study showed that 
Piedmont through 1970 and in 1971 maintained a st;ong 
position and did better on average than the 17 companies;, 
that the cost of Piedmont's s~nior capital is considerably 
higher on average than that of many of the other companies 
because. Piedmont had to raise a substantial amount of 
capital during a period of higher money cost; that the 
return on average common eqaity for Piedmont has been in the 
I 4J range through the seven year pE!riod· 19-65 through 197 I,; 

· that in 1971 that happy sit11ation start:ed to end; that on 
balance most cor·porat:l:,ons in the United states had a decline 
in earnings in. 1970 and 1971, and during that period 
Piedmont preserved and protected its earnings until mid 
1971; that schedule 3 which shows Piedmont's decline in 
earnings ·from 14.3~ at December 31, 1971 to I 1.6% at April 
30, 1972 · does not include an adjustment for temperature 
normalization; that he is familiar with what usually happens 
to the earnings of gas companies when they have a warm 
winter but did not _adjust the (912 figures for a temperature 
normalization and does not know whether Piedmont woUld have 
bad a decline or not if they had been selling the same 
-volume of gas; that -his concl.usion from the investor 
approach shoved an -indicated cost of capital of 9.17%; that 
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Piedmont intends that the· nia:r.t capital it -seeks vill be 
. equity capital and if.it earns 141· o~ the} next issue• of 
common equity capital it vculd lncrease its·times coverage 

· on d~bt .from what it is now; that the ·earnings. qn equity in 
·the range of. pu: through· tb9 -·past __ seven ·years vas a go'od 
finan:cial record; that he has not· considered the economic 
condition of PiedmOnt•s· ·. f.ranchised · _area· alth_ough equity 
inveStors generally favOr ~ompauies in str.ong eConomic 
areas, which the south and North·Car~lina particularly, are 
at the present .time; that utilit.j cost- of ct'l.pita-1 f_or· bonds 
at .. le_ast are staying level· ana: competitive· With· other types 
of corporate bonds and the. · other compal:'ison · ·compa-nies 
s·tudied which, ·have maintainEld· .'ci higher' ·eguity ratio have 
sold. egu"ity .with earnirigs on e,1uitf in the. range of 12 to 
f2. 5%; that he disagreed -~ith Mr. Kelit~ s .return on egui"ty 
exhibit including only' a portion of the laSt 4ebenture -sale 
inasmuch as he apparently did not p~oform for future 
commitme~ts. 

Mr. Thomas L. Dixon, CoI1'11ission· Staff Pipel~ne Safety 
Engineer, testified that he comp_uted. · ,the. ad.jus·t·ment to 
operating revenues tO annualize and ·normalize sales for the 
effects of temperature dur,ing the· test ·period; that the 
temperature - normalization, portion of this total figure is 
$500,828 and the balance of th3· tigure is to annualize sales 
for rates in effect and plant in serVice at the end of the 
test period;· tha·t the·· temperature adjustment figu·re 
represents a degree day temperature nor-malization· of the 
sort offered by -t·he Staff .in previous natural gas ccmpany 
rate cases £Or other' Nortb Carolina companies, using ·the 
same degree day base, .-tb.e same period of years for testing 
and other characteristics in the identical~f"ashion -as in. 
other studiesi that in the previo11s Piedmont rate· caS.e a 
different· base was used for Piedmont as for ·all other gaS 
companies; that 65 degrees is the standard base represent_ing 
the temperature at which custom9rs begin to use heat; that 
he used temperature information from ~he ,astern Division, 
the Charlotte area and the Greensboro-Nor~hern D~vision; 
th&t he determined which interruptible gas·would have been 
sold as firm gas under hormal. temperature .e;on.d:itions to ~e 
Piedmont's Rate 15, which is·th9 lowest price rate and that 
·_in the .event of customer int'3rruption the gas company would 
interrupt those interruptible customers at the.lowest price 
rather than the other customers at a higher price; that 
there is more gas sold at Rate 15 than would be taken up in 
the increased sales following a drcp in temperature. 

Mr. .Raymond ~J. Nery., Chief Engineer Gas• Division, 
testified that he co·mputed the · adjustment tc operating 
revenues in the amount of $369,623 to incre_ase operating 
revenues by annualizing sales to Duk~ Power Compan_y, .and a 
correspqnding adjustment to increase the cost of gas i~ the 
amount of $265,250; that during Piedmont•s last rate case he 
studied the .operational exp9rience of Piedmont and 
particula~ly its purchases from Carolina Pipe Line in South 
Carolina, noting that Piedmont bad available from tarolina 
Pipe Line a volume of gas which it vas not pUrchasing in the_ 
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summertime; that for this case ha determin.ed that the sales 
t'o Duke d1Jring the latter part· of, the test year -had 
increased for the reason that contract ·.cha_n_ges :authorl2ed _bi 
this Comm;ssion made incr~ased sales poSsible aiid that there 
should be an adjustment to annualize th'e sales volumes; that 
he ·testified that tegarding gas available tO Piedmont from -
Carolina Pipe Line, and testified _as· to the actiial purchases 
by Piedmont of the volume availa·ble, .that·gas was. available 
to Piedmont which it did n_ot _ purchaSe, and gas which .vas 
purchased bf Duke Paver Compaii.'y ·tor use at its Buck steaiit 
plant; that the volumeS purcb·ased by Duke from Piedmont 
increased s.11bstantially beginning in Harch, f 972, because on 
February 28, .1972, the commission auth~rized increased rates 
and increased volume ·conditi(?ns enabling· Piedmont to realize 
a profit and increased the sales·of that .Carolina Pipe Line 
gas to Duke Power Company; that the means 'he used to show 
the dollar effect of annualizing this ·inCrea:se in sales was 
to ascertain the amount of No. 2 fuel oil used by -Duke aild 
to convert that fuel oil . to Iicf gas equivalent; that he 
ob_tained Duke• s No. 2 fuel· oil purchases ·at the Buck plant 
from the records of DUke Power company in his 9fficial 
capa~ity as a Commission representative. 

Mr. Nery testified that he ccMputed an adjustment in the 
amount of s1,22s,9qq to increase the cost of purchased gas 
to pro~orm the increases in cost of gas which occurred 

·duri~g the test period; that h9 used a. computation which was 
·essentially the same ·as that Used by Piedmont except that in 
Piedmorit 1 s computation an assumed I 1% curtailment was used 
whereas the staff used the actual test period curtailment of 
7.62% and that while ·Pie.dmont alloca·ted the cost other than 
commodity.'cost on the basis cf a pea1:: day using a 77.57% 
figure, the staff used the avgr·age Of the three day 
sustained peak period w~ich was 77.272%. 

Hr. Nery compute_d an adjustment ijl the amount of $ij02,042 
reducing the cost of gas through the reallocation of demand 
charges based on weighting of peak and annual sales by 
state.s; · that this was the •same adjustment that he made in 
the last Piedmont rate· case and in the same manner to which 
he testified· at that time,; that be.cause Piedmont operates in 
two states and pays a·_ dellland charg a on a total company basis 
it is necessaL'.y to· a11·ocate the ··demand charge between North 
and south Carolina; 'that if the allocation were based on a 
peak day, North Carolina operations would pay 77.272% of the 
demand charge whereas the North Carolina operations sold 
only 6.8• 42 % of the· g'as on an annual tasis; that looking at 
North Carolina oper.itions as a separate entity with the_ 
right to 77.272% of the gas it paia the demand cbarge on, if 
it were an individual company which is assumed for rate case 
jurisdictional purposes, it vo11ld then find another sale 'in 
North Carolina or would make arrangements to sell this gas 
to another utility in this state or in another state; that 
Piedmont maintains essentially the same rates in North 
Carolina as in south Carolina but would make more money on 
South Carolina sales because of the North Carolina gross 
receipts tax; that he also computed a related adjustment of 



266 GAS 

$~9,786 increasing the cost of 
volumes sold resulting from tba 
adjustment. 

purchased gas for increased 
temperature normalization 

Mr. Jesse Kent, Jr., staff Acc·ountarit, testified that lie 
made an examination of the books and . records of Piedmont 
Natural Gas Company co·vering the twelve months• peiiod ended 
April 30, 1972; he testified that the original cost of 
Piedmont's plant is $121 ,9'69,891, of which the North 
carolina portion is $88,965,877, adopting the company's 
proposed allocation ·methods as reasonablei that the.working 
capital allowance required bl' the company is $497,979 ·based 
on 1/8 of operation and maintenanae expenses including 
minimum bank balances allocated on the basis of net plant 
ratio and excluding averag9 tax accruals including the 
carry-over of accruals from prior years; that operating 
revenues are adjusted in the amount of $369,623 to proform 
sales to Duke Power Company and $1,530,651 to annualize 
sales to year end and to normalize sales for the effect of 
temperature during the test period as Calculated by the 
Engineering witness; that the cost of pu~chased gas has been 
annualized by an adjustment in the amount of $1,158,938, 
reflecting (I) an increase in cost of gas as annualized in 
the amount of $1,225,944, (2) a reduction in the cost of gas 
through real.l.oca tion of demand charges based on actual sales 
by states as Computed by the engineering witness in the 
amount of. $402,042 and (3) an increase in the cost of gas 
for increased volumes resulting from the engineering 
witness• normalization adjustment in the amount of $69,786, 
and (4) an. inC'i·ease in the cost of gas as a result of the 
engineering witness's adjustment to Fro form sales of gas to 
Duke Power Company in the amount of $265,250; that the 
company's proposed expense adjustment in the amount of 
$425,873 for annualization of wage adjustment reflects 
adjustments made outside the test period; that the rate of 
return on net investment including the working capital 
allowance after adjustments is 7. 605' and aft·er the proposed 
rate increase would be 10.68%, that the rate cf return on 
common equity capital after adjustments is 9.03% and after 
the proposed rate increase wculd be 17.32%. 

Based upon the record and such judicial notice as is 
indicated herein, the Commission makes the following 

FINDINGS OF FACT 

I• That Piedmont Natural ·Gas Company, Inc., is a duly 
created and existing New York corporation authorized to do 
business, and doing business, in North Carolina as ~ 
franchised public utility providing natural gas servic'3 in 
forty-two (42) North ca~~lina communities, and is properly 
before the Commission in this proceeding for a determination 
as to the justness and reasonableness of its proposed· rates 
and charges as regulated by tbg Utilities commission under 
Chapter 62 of the General statutes of North.Carclina. 
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2. That the· increases iD 
Piedmont would produce a total 
gross annual revenue. 

3. That the test periOd 
utilized by all parties in this 
months• period ending April 30, 

rates and charges proposed by 
of SLJ,6_23,655 in additional 

set by the· Commission and 
proceeding was the twelve 
1972. 

4. That due to the abnormally warm temperature during 
the test year Piedmont sold a substantially lesser portion 
of its gas than normal tc its firm customers for heating 
purposes and received $500,828 less operating revenues than 
vould otherwise have been. recaived in the test period under 
normal temperature conditions. 

5. That normalization of sales to give .effect to the 
temperature normalization, increases in purchased gas 
expense, and increases in rates due to various "tracking" 
increases approved by the Commission, require that test year 
operating revenues be increased upward in the amount of 
$1,530,651 to annualize revenues, and tes.t year purchased 
gas expense be adjusted upward in the amount of $1,225,944 
to annualize increased costs. 

6. That during the test ·year (on February 28, 1972) this 
Commission approved a contract between Piedmont and Duke 
Power Company for the Sale of ·additional volumes of gas to 
Duke at 58.553 cents per Mcf; subsequently in March, 1972, 
Doke gas purchases for the Buck plant increased from 265,960 
Mcf to 414,360 Hcf and in April, 1972 were 405,900 Mcf: that 
the !arch and April sales to Duke; vhen annualized for the 
whole test year, produce annualized sales of gas to Duke at 
the Buck plant of 5,281,560 !cf or revenues in the amount of 
$309,251; that based on an 3.nnualizing method equating 
Duke•s test year No. 2 oil used to volumes of gas, a 
reasonable estimate of Piedmont's increased revenue from 
Buck plant sales to Duke on that current rate for the test 
year is $369,623: the Commission takes judicial notice of 
the extension of this contract, at a higher rate, for '1973 
and the approval thereof on January 5, (973. 

7. That the increased volume of gas available for sale. 
to Duke entails an increase in purchased gas expense in the 
amount of $265,250. 

8. That· the staff allocation of d~J].and charges to North 
Carolina in the amount of $8,0(6,196 understates the demand 
charge by allocating peaking services to interruptible 
customers, although such p~aking services always reflect 
peak use; the reasonable demand charge allocation to North 
Carolina for the test period is $8,054,686. 

9. After accounting and proforma adjustments, including 
the annualization of rate changes taking place during the 
test year, Piedmont's test year gross operating revenues 
were $Q4,205,993 (North Carolina intrastate). Its 
reasonable intrastate operating expenses and other revenue 
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deductions for the test period year were $38,932,851, 
leaving · n_et operating income of _$5,273, 142. The foregoing 
figure was reduce:l by the sum of $44,-698, representing 
in t.erest. on customer• s deposits paid_ dorin·g the test period, 
vh_ich the commiss.ion . allows, -~s an• operating expense, 
resulting in net operational •income as adjusted of 
SS,228,444. To thts figur~, the CommiSsion Staff has 
applied an annualizing adjus_tment. of 1.69% in ·orde'r to 
accomplish a year end fig~r.e ·~hich ··vill be. repres:entative of 
a total year's operation, resulting in an adjusted net 
inco111e £Or ·return of $S,3j6,.eos. · 

·, o. Under the uniform system of; .8.ccount-s for Public 
utility firms, Account 930·. includes miscellalleous general 
expenses and Acco9Dt 426 inclodes charitable and civic 
contributions and miscellaneous income charges. In 
analyzing the 930 account, the Commission finds that 
expenses recorded thereunder in the· total sum of $29,596 
sQould be' disallowed as re·presentitig reasonabl:e operating 
expenses and .in computing the .return .on equity. -In 
analyzing the 42.6 account, the ccmmission •·h_as disallowed the: 
classification ·of the total sU.11 Of $37,BQ2 .as expeilditures 
vhich sho.hld be borne· by the rat·epayers, and has charged 
said exp en di tores agains_t the company• s stcckhclders in 
Computing the rate of ret~rn on equity. This adjustment in 
no way affects the inco·me tax benefits to Piedmont of the 
accounting treatment accorded these expenditures by 
Piedmont. T~e foregoing-.adjiJstments are primarily - related 
to civic club dues and contributions, country club dues, and 
charitable contributions. 

11- As of the end Of the tast year, Piedmont books.of 
account reflect an original cost of $88,965,877 of plant 
used and . useful in iµtrastate service;. a deprec~ation 
reserve of $18,029,352; arid contr1bµtions · in aid of 
construction in the sum of $352,768. The Commission finds 
Piedmont•s net investment as of the End of the test year in 
util~ty plant providing service to the public in North 
Carolina to be in the sum of.$71,070,396 (including vor~ing 
capital). 

12. In _computing Piedmont's reasonable working capital, 
the commission has allowed minimum or compensating bank 
balances, · one-eighth of its test year operating expenses 
(excluding purchased gas), certain prepayments, materials 
and supplies, and deducted tax ~ccruals and customer 
deposits, .as_r.eflected in the Staff Audit. 

13- 'That the replacement cost ·of Piedmont's property in 
'intrastate service as of the end of the t~st year is 
$97,900,000. 

14. That the fair value of Piedmont's property used and 
useful in providing servic~ to· the public_ within ~his State 
as of the en~a of the test year, considering the reasonable 
original cost of the property 1-ess that portion consumed .bY 
use and recovered by depreciation expense, the replacement 
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cost of the property, and current operations i~ $84,486,639 
being a fair value of plant in sgrvice of $84,000,000, plus 
the working capital allowance of $486,639.-

15. Based upon the Commission•s foregoing findings of'net 
income and fair value, ·the Ccmmission finds Piedmont's rate 
of return on fair value for the tes.t ··yE!ar to be ·6. 295' and 
its rate of retui::n on its actual common. etju·ity investment 
for the test ygar to be 9. (0%. _Assumiilg a common eguity 
structure adjustment to allo1i1 for tbe in_crement by which 
fair value exceeds original cost;. the rate. of return on 
common equity -for the tes't year would be S.6J%. The 
Commission finds that such rates of return on fair value and 
common equity are insufficient to allov the utility by sound 
management· to produce a fair pr.ofit··t6 i_ts stockholders, to 
maintain its facilities an·d service in accordance vith the 
reasonable requirements of its customers an·d t·o compete in 
the market fo~ capital· fu_nds on r~asonable terms. · 

16. Based upon the Com.mission• s foregoing findings on 
revenues and investment, Piedmont vill require additional 
annual gross revenues of $2,264,ij89 to achieve the rates of 
return on fair value and commcn equity (set fcrth 
hereinafter) which are Sufficient to allow it by sound 
management to produce a fair profit to its stockholders~ to 
maintain its facilities and servJ,ce in accordance with the 
reasonable requirements.of its custofilers and to compete in 
the mark~t for capital funds on reasonable terms. Said 
additional revenues will produce a rate of return on fair 
value of PiedmOnt•s property of 7.56% and a rat.e of return 
on actual common equity of 14%,· and assuming the "fair 
value11 adjustment to ·the common equity account, a rate of 
return on said adjusted common ·equity Of 8.63%. All of· said 
rate of return computations are illustrated in the tables 
appearing on pages 21 and 22 of this order. [ See pages 275, 
276, and 277 of this Annual Report.] 

17. The Commission finds that the· rates requested by 
-Piedmont in this docket to· be not just a~d reasonable, and 
accordingly has modified Piedmon~•s proposed rates in order 
that the additional rev~nues alloved,in this order vill be 
generated upon .a. schedule cf rates which are non
discriminatory and just ,and reasonable. . Said schedule of 
rates is set forth in Appendix "A" attached to this Order. 

Whereupon the Commission re~ches the following 

'coNCLOSIONS 

1. Upon consideration of the record herein it has become 
apparent that Piedmont Natural Gas Company -is in need of 
substantial rate relief, having acquired a significant 
amount of debt capital during the period 1965 to mid-t970 
when interest rates reached an all time high, vith further 
significant debt financing between mid-f970 and the end of 
the. test year an·a having sustained a decline in earnings 
since mid-1971. The question becomes not filim Piedmont 
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should have rate relief but bov ·much. In applying the 
criteria set forth in G. Sa 6~-f33(b) the commission must 
estimate the utility's revenue und_er the present and 
proposed rates, and ascertain the .utility's reasonable 
operating expenSes, by fixing a test period. of ·twelve mCnths 
ending as close as prac~icable before the opening of the 
hearing. 

2. Ose of the test year, so established is valid, as the 
court said in the case of Otilllie§ Commission v. Ci!l of 
nurha.m, 282 N.c. 308 (1972) 11 ••• if, but only if,. appropriate 
2I2 fObfilS adjustments are made for abnormalities which 
existed in the test pariod and for changes in conditions 
occurring during the test period ana, therefore, not in 
operation throughout its entirety". 

3. In the present case both the Applicant and the Staff 
offered evidence of an adjustment to, operating revenues 
normalizi'ng revenues to reflect the abnormally warm test 
period temperature. such a temperature normalization vas 
the subject of extensive analysis by the Supreme Court of 
North Carolina in the case of Otilities commission v., cit.I 
of Durham,. supra. In that case the court said that where 
temperature vas abnormally warmer than usual "to fail to 
adjust the test period revenues apvard would lead to higher 
rates for service than necessary to yield the return to the 
company contemplated by G. s. 62- I 33 (b) and would be unjust 
to the · users of gas". Accordingly, ve interpret that 
decision to be a mandate to give effect to substantial and 
compelling temperature normali zatiqn evidence. • The Staff 
computation applied formulae and methodology adopted by the 
c~mmission in that case and various other cases; the degree 
day used appears to be appropriate;. the Staff computation 
gives effect to each of the different climatological regions 
within the Piedmont franchise areai the· mathematical 
accuracy of the staff computation bas not been seriously 
guestionedi and the Applicant offered no evidence supporting 
its adjustment. we therefore conclude that the Staff 
adjustment to normalize temparature by increasing revenues 
in the amount of $500,828 is reasonable for use in the test 
year .computations, as is the related adjustment of·$69,786 
increasing the cost· of purchased gas. 

4. similarly,. ve have, concluded that proper B.~ !2!!DA 
adjustments to the test period should include the adjustment 
of $1,029,823 to annualize increased sales and higher rates 
due to various tracking increases, and an adjustment to 
purchase_d gas expense in the amount of s 1,.225, 94U to 
annualize Piedmont's cost increases. 

5. We further conclude t·hat the test year must be 
~Ofo!~g to annualize· increased sales to Duke Paver Ccmpany 
resulting from the increased rate sought-by Piedmont and 
approved by this Commission on February 28,. 1972,· two months 
prior to the close o~ the test period •. The ~pplicant has 
contended that such increased sales should not be 
annualized. The basic -premise. is,. however, that -"changes in 
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conditions occurring during the test period and, therefore, 
not in operation throughout its enti~ety" Oti!itig§ 
Commission v. Cill of Durham, SU.!!!a; should be Eroformed. A 
party urging the Commiss;i.on to .exclude_ any figures· 
representing changes in conditions during. the test period 
bas the burden of showing that tbe-y are non-recurring and, 
therefore, reasonably Should be excluded. In pursuing this 
goal, Piedmont offered -the speculation that the contract 
might not be renewed; the facts existing at the end of the 
test period, however, indicate otherwise, and we conclude 
that an adjustment sho.uld··be made· increasing · revenues to 
annualize the volumetric increases in sales to Duke Power 
Company as a part of the estimate cf Piedmont•s revenues. 

6. Wbe.re a utility operates in two or more regulatory 
jurisdictions it.becomes necessary to allocate not only 
utility· plant but also such items as eguity capital and 
various expenses. one of tb9se expenses is tlie demand· 
charge. Both the Applicant and the Staff offered evidence 
allocating demand charges to North Carolina. Piedmont 
purchases its gas supply hased on its total operation in 
North and south Carolina. It gets one single bil-1 from 
Transco for the demand charge re~ating to it~ contract 
volumes. It is necessary ther~fore to allocate part of this 
demand charge to North and south Carolina. Normally this is 
done on a peak day or the average of a three day sustained 
peak day b"asis. Undar this method North Carolina would have 
allocated to it 77.272 percent of the demaDd charges and 
South Carolina 22.725 percent. This proce4ure, considering 
North Carolina as a separate entity, would entitle North 
Carolina consumers to 77.272 percerit of the daily contract 
volumes·. Piedmont, operating the total system, sells the 
interruptible volumes to customers who pay the best price 
for these volumes. In this case it sold 68.42%. of the 
annual volumes in North Carolina and 31.58% of the gas on an 
annual basis in South Carolina. Under these circumstances 
North Carolina consumers who were en"ti tled to 77. 272% of the 
gas because they paid the demand charge relating thereto, 
only received 68.42% on an annual basis. The gas which was 
shifted to south Carolina was shifted under Piedmont•·s 
procedure at the commodity cost. No credit was received by 
the North Carolina custom~rs b8cause their firm reguirements 
made this gas available and because they paid the demand 
charges on these volumes. The ·testimony of the Staff 
witness in this case allocates the demand charge on an egual 
basis weighting both the peak day and average day, which we 
believe 'is appropriate under the circumstances. We do not 
believe, considering North· Carolina. as a separate entity 
which we are required to do under North Carolina Law, that 
gas should be shifted from North Carolina to South Carolina 
with no sharing of the benefits. Under th~s procedure 
benefits accrue both to the No~th Carolina segment of 
Piedmont's operation and the South Carolina segment of 
Piedmont's operations i~ a reasonable and acceptable manner. 

7. 'Re conclude that 
property used and useful 

the fair value of Piedmont•s 
in providing service to North 
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Carolina Customets ·· as of the end of the test year, 
considering the reasonable.Original cost less tha~ portion 
consumed by - use. and recov9red by depreciation· expense, the 
replacement cOst of ·the property, and current·. operations; is 
less· than the replacement cost-but mOre than the .original 
cost·, and is $84,494, I 06.-· corisisting of the fair· .val tie· of 
plant in service ·plus -a reasonable vorking capital 
allowance. Mr·. J.· E. Daly offered testimony and :exhibfts 
£Or Piedmont to the effact · that the reproduct.i<m- ~ost-.of. 
Piedmcint•s- prbperty at Ai?ril 30,· r972 v8.s $1-30,230-,444 •. ·Mr. 
Daly ·'explained that h~ ~et~rmined reprod_~ction cost less 
depreCiation by._vay of· the trended original co~ meth.od 
vhich .involves adjuSting· actual xecotdS of hiStorical 
construction cost to current cast levels to the application 
of approp-ri:ate index numbers relating ·to pri·ce ci.anges over 
a perio·a of time. The trend f:J.ctors a:re based UFOD ·material 
and labOr indices- weighted togeth~r using· an estimated 
ratio. Hr •. Daly testified that, ,based c:,n a .strafified 
random ·.- sampling technig_ues for_ Piedmont's mains, a I qj 

. observed depre~iation· res':lrve_- vaS · used to· eStablish tbE! 
depreCiati•on . on. trended current costs. · Th:e COB.mission 
concludes that ·book ·depreciation of 20.27:l should be used, 
accou_ntillg for $9,519,536 _difference bEltve·en Piedmont~s 
figures and. th~ staff's figures. Th~ · commission conc1·Udes 
that a working capital. allowance· of $486,639 vould· be 
reasonable, as -COl!lpared _t·o Piedmont• s figure of $3; 724,328 
for a difference of $3,237,689. Hr. Daly ·testified._tbat a 
5% correction ·factor- wa-s applied to the reproducticri cost in 
order to correct. ' such deficiencies ·as· piecemeal 
construction, new. mate"rials ana. Constrtiction te.chnique_s and 
other changes in the arts. Hr. Daly concluded that by 
applying this coi:rectiori factoc reprOduction and -replacement 
cost are for all intents tlie same. The commission concludes 
that evidence of "reproductio-n cost" by v·ay Of_ -trehded 
original cost as presented by Hr. Daly,.envisions .and is 
founded upcn the premise of a duplication of the plant as 
is_, vith inefficiencies and outmoded· obsolete design 
included; in order to trend th~ original co~t t~ a current 
one-time ~eplacement of: ·Piedmont's utility plant · in 
accordance vith modern design and techniques, such as with 
higher ~ress_ure, coated' and wrapped steel mains, such a loll' 
correction factor is· not credible and persu~SiVe ·evide_nce.· 
Kr. Daly.• s. trended--. original cost met·hods and the results 
produced are not full.y acceptable as the complete basis for 
determining replacement cost, and although Mr. Daly's study 
produces some i,ndiciltion of raplacemen.t cost, the net 
trended cost Of Piedm~nt•s plant produced by .such- trending 
is an excessively high estimate of replace~ent. cost. 

8. Miscellaneous expense items which are nonopera·ting in 
nature, including payments or donations for Charitable, 
social or community welfare puri:o_ses, civic, political, and 
related activities, are classified in Account 426 and were 
not· considered an operating revenue deduCtion for the. 
purpose of ascertaining net op3rating income by either the 
staff or Piedmont. (Piedmont charged $37,842 direct to 
North Carolina operations under Account 426 -for the test_ 
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period.) This expense should also be eli•inated in the 
co•putation deter ■ining total inco■e before interest 
charges , in the calculations and tables representtng the 
stateaent of return on co■aon 9quity. 

9. Actual operating expenses are classified in Account 
930 and properly charged to the ratepayers. We have 
reviewed the Account 930 analysis filed as an exhibit in 
this proceeding and have concluded that the sub accounts 
930.21 and 930.22 consist of expenses which are nonoperating 
in nature. Accordingly, for rate of return purposes we have 
reclassified the expense• in those sut accounts into Account 
426, amounting to $12,678 in addition to the adjust ■ent 
previously ■ade by the Accounting Staff. such 
reclassification requires an additional expense eli■ination 
in the coaputations and t ables reflecting co■■on equity as 
discussed above. 

fO. We conclude that the rate relief requested herein is 
excessive inasmuch as it would produce a total of $4,623,655 
in additional gross annual revenue, which would, in view of 
the annualizing and nor•alizing adjustments found necessary 
and proper herein, produce a rate of return on fair value of 
8.89J, would produce a rate of return on co■aon equity 
capital as adjusted for fair value of 11-77~, would produce 
a rate of return on net invest■ent of 10.sa,, and would 
produce a rate of return on test pericd actual co•■on equity 
of f9.f0%. Upon considering the record herein, we recognize 
that Pied ■ont•s long-term debt ratio has increased somewhat 
in recent years during a ti ■e of high interest costs; that 
the interest coverage and r~turn on co■mon equity has 
decreased as have earnings per share; that, although 
Piedmont was able to preserve and protect its earnings and 
keep its rate of return on a 1erage common equity in the f41 
range in recent years the earnings and rate of return on 
co■■on equity began to decline in 1971 after the acquisition 
of its new debt capital at high costs and its earnings for 
co■•on equity capital have declined to 9. 10% under ptesent 
rates at the end of the test period; we conclude that the 
test period rate of return on fair value of 6.29% and on 
ccmmon equity as adjusted for the fair value increment of 
5.6f% are insufficient at the present ti■e to allow Pied ■ont 
by sound ■anageaent to produce a fair profit to its 
stockholders to ■aintain its facilities and service in 
accordance with the reasonable requirements of its custo•ers 
and to compete in the ■ arket for capital funds on reasonable 
teras. 

ti. We conclude that in order to ■eet those objectives 
Piedaont requires a rate of return on fair value of 7.56% 
and a rate of return of 8.631 on co•■on equity as adjusted 
for the increment by which fair value exceeds original cost, 
and that Piedaont will require additional revenues of 
$2,264,489 based on test year operations to achieve said 
rates of return on fair value and on adjusted co ■■on equity. 
By obtaining such additional revenues Piedmont will have the 
opportunity to increase its interest coverage significantly 
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and its rate of return on test peri_od common equity will be 
restored to the f4% range. 

(2. The following tables, based upon the Findings _of 
Fact, illustrate the calculations fot the $2,26q,qag 
additional revenue fotind to bE necessary, just and 
reasonable from the records in this proceeding: 



PIBDHONT HA70BAL GAS COBPANY. INC. 
RATES OP RBTOBH, AFTER COMBISSION APPROVED ADJDSTftENTS, 

BASED ON PRESENT BATES AND ON APFBOVED BATES 
HORTH CAROLINA ONLY 

Present Approved After Approved 

QR~ing Revenues 
Gross operating revenues 

Operatill Bevel!!!!! Deduction.§ 
Natura1 gas purchased 
operation and ■aint. expenses 
Depreciation expense 
A■ ortization expense 
Taxes - other than income 
Taxes - state income 
Taxes - Pedera1 income 
In·vestment tax c:C-edi.ts normaliZed 
Amortization of investment tax 

credits 
Total operating revenue ded. 

Net operating income 
Less: Interest on customer deposits 
Plus: Annualization factor (1.691) 

Net operating income for return 

Jate§_ IJ!£rea§g Increase 

$44£l05.993 $2.264.489 $46.470...!!.l!4 

24,07.2,419 24.072,419 
6.68§,627 5,478 6,692, I 05 
2.204,686 2,2811,686 

~2,758 52,?'58 
4,068,777 135,541 4,20ll,318 

265,218 127,408 392,626 
1,528,081 958,110 2,486,191 

143,407 143,407 

(169. 1221 ( 169£1..121 
~!h.2321851 1~537 40,159.38]! 

s.213,1112 1,037,952 6,311,094 
44,698 44,698 

__ 88.361 p.540 105.901 

$'_5,316,805 SJ,055,492 $ 6,372,297 
=======-=-============================ 

"' ,.. ... ... 
"' 

!:! 
u, 



PIEDftONT NATURAL· GAS COftPANY, INC. 
BATES OP BETDBH, AFTER COMMISSION APPROVED ADJUSTftEHTS, 

BASED OH PRESENT RATES AND ON: APPROVED BATES 

Investment .An Ga§: !!!ill 
Gas p1an t in ser.vice 
Less: Depreciation reserve 
Less: Contributions in aid of 

construction 
Net plant in servic·e 

lllova.!1£.§: for Working capi~.! 
ftaterial·and supplies 
Cash 
Average tax accruals 

Total working capital allov. 

Net investment in plant plus 
working capital 

Rate of return on investment - S 

Pair value rate base 

Rate of return on fair value - I 

HOBTH ClBOLINA -ORLY 

$88,965,877 
18,029,352 

352,768 
....1.Q.&283,757 

829,QSq 
2.,396,816 

_fl, 739,631 l 
486,639 

$ 

696 
(206,9Q91 
(206,253) 

s· 1206,2sJ1 

$88·,965,877 
18,029,352 

"352,7§8 

829·,qsq 
2·,·39.7 ,s 12 

12,9q6,S80l 
. 280,386 

============================--============= 
7.Q8 8.99 

=================================·====== 

=========-========================-=== 
6.29 7.56 

----------==.-=~=-==---=-===---=---------

" ,. 
"' 



PIED~ONT NAiURAL GAS COftPANY, INC. 
STATEftENTS OF RETURN 08 EQUITY AND CAPITAL STRUCTURE 

~~ Qll ]QQ.! _ggyit.I 

Net operating income f0r return 
Add: Other income net 
Income.available for fiied charges 
Pixed charges · 
Preferred dividends 
InCome available for common 

stockholders 
common equity 
Return on common equity - percent 

capital llL..9cture - Per ~ogkL= 
!.Qtlh_Caroliila 

Long-tera debt 
Short-ter ■ debt 
Preferred stock 

Total debt 
Investment tax credit deferred 

prior to 1971 
common eguity capital 

Total capitali~ation 

After Pro 
For■ a 

!sj!!.§Y!ill!.§ 

S 5,316,805 
289,400 

5,6C6,205 
3,226.,399. 

418,522 

1;961,284 
2J,5LJ8,402 

9.10 

$41,465,490 

After Approved 
Rate 

_Mjyst~nt.2,_ 

$ 6,372,297 
289,400 

6,661,697 
3,226,399 

418,522 

3,016,776 
21,548,402 

14- 0 

Percent of TOtai 

54. 86 

After Approved 
Rates Based on 

~iL!illJ!LEguity 

$ 6,372,297 
289,400 

6,661,697 
3,226,399 

418,522 

3,016,776 
34,964,645 

8.63 

Interest 
Re9!!llfl!!~ 

$2,678,310 
8.99 492,278 
7.07 4l~i 

70.92 3,589,110 

6,797,620 
--2.&d9.4,~6~6~6;-------=~~~,-----·--= 

53,607,776 

692,851 
_,!I 1 291 .544 
$75,592,171 

.92 
2a.16 

I 00.00 $3,589, 1 I 0 
==============· ==========================-

.. .. .. .. 
"' 

"' ... ... 
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(3. Piedmont introduced into evidence a cost of service 
study for the purpose of showing the cost of providing 
service as betwe~n customers, as Yell as a value of service 
·study as .shown by competitive rat'3s for alter~ate fuels, and 
also showed the company•~ rate history as determined by the 
previous rate structure. The commission has determined that 
for the purposes of this case greater weight should be given 
to historical pricing· and the val11e of service concept than 
to the cost of service ·study for the reason that the various 
changes curFently taking place within the pipelin~ industry 
as regulated by the Federal Power Commission would tend to 
make any rates predicated on Transco•~ purchased gas cost 
misleading and invalid as the sole baSis for pricing at this 
time. 

14. Due to the current gas supply situation Piedmont has 
bad in effect since early 1970 a restrictive sales program 
approved by this Commission which substantially restricts 
new. sales to residential users only and which prevents 
Piedmont from expanding its seriices ·into communities not 
now served by it. The commission concludes that the current 
natural -gas supply will not be substantially alleviated in 
the future, and that th.erefore Piedmont, as well as ether 
natural gas distributors in North Carolina, should refrain 
from engaging in promotional practices or in the use of 
promotional advertising which would entice and encourage the 
use of natural gas, and that expenditures for such purposes 
should not be allowed as reasonable operating expenses in 
the future until this ccmmission shall order othe-rvise. -In 
view of the fact that th~ Ccmmission has not heretofore 
instructed the natural gas distributors in· North Carolina 
with regard to these matters, it would not be fair to 
exclude such expenses as reasonable operating expenses in 
the determination of thi:s rata proceeding, and accordingly, 
ve have not done so. In further elaboration of these 
matters, the commission concludes that educational and 
informational advertising practices and programs which 
educate the public as- to th~ appropriate use of natural gas 
and the conservation of energy are valid and reasonable and 
should not be discouraged. 

15. Piedmont has Certain contract schedules covered by 
filed tariff which have not teen increased ,exc·ept for 
tracking increases since the contracts were signed in the 
late 1960s. The Commission.concludes that in future rate 
cases that these rates· should be subject to review and 
consideration, along with all of the rate schedules in 
effect at the time of any general rate proceeding~ affecting 
this coinpany. 

16. Chapter 13 of the commission•s Rules and Regulations 
was promulgated on June 26, 1972 in order to comply vith 
requirements of the Pric~ Ccmmission established by 
Executive Order under authcrity of the Economic 
Stabilization Act of f970. Inasmuch as the Price commission 
anij its reForting and reviewing procedures appear to have 
been superseded by subsequent Executive action, the 
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Utilities Commission is currently considering the repeal of 
our Chapter 13 although we are awaiting clarification of the 
Price CommisSion 1 s current p.osture before doing so. While 
ve have made no Price Commission findings under Chapter 13, 
ve have concluded that the additional revenues ~pproved 
herein are cost-justified and are necessary .under the North 
Carolina statutory rate-making procedure; ve will, 
accordingly, provide. a separata · certificate to the, Price 
Commission upon request. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

I• That Piedmont Natural Gas Company, Inc., shall file 
reviSed tariffs in accordance with Rate Schedules listed in 
Appendix "A" attached hereto which tariffs shall be made 
effective ·on all gas ·consumed on and after October 10, !972. 

2. Piedmont shall refund. all sums collected ·on its rates 
charged under its Undertaking since October 10, 1972 to the 
extent that sa'id rates hava resulted in charges in excess of 
those which would have resulted from and upon· the schedule 
of rates allowed herein and set forth in Appendix "A". In 
calculating said refunds, Pi9dmont shall include interest on 
the excess charges at the rate cf 6% per annum. The refund 
to existing customers shall be accomplished by a credit 
against the current billing. All other refunds shall be 
paid in cash; provided, however, that no cash refund shall 
be required where the amount refunded (including iDterest) 
is not, in the sum of $I. 00 or more. 

3. That Piedmont Natural Gas Company, Inc., shall file ·a 
report as to the disposition of refunds within 90 days from 
the date of this order. 

4. That when the refunds are made as requir€d 'herein, 
the undertaking filed by Pi~dmont Natural Gas cOmpany, Inc., 
in this cause be, and is hereby cancelled and terminated. 

s. The Commission has provided in past tracking orders 
that in the event any rate changes occurring in the 
wholesale rate to Piedmont results in refunds to Piedmont or 
rate reductions to Piedmont, that these refunds be placed in 
Account 253 and that anY .rate reductions be filed on o~e 
day•s notice. The commission reaffirms its position in this· 
matter. 

6. · That Rate Schedules 10 and •I OA attached hereto 
include an amount of $464,761 in tracking increases approved 
by the· Ccmmission in Docket No. G-9, Sub I 05 and Sub I 09 
which permit Piedmont to recoup additional cost of gas to it 
from Transcontinental· Gas Pipe Line Corporation. Said 
amended schEdules marked Appendix "A" are attached to this 
order. 

7. That Rate schedule 
a typographical error to 
$Q.B75 to $5.10. 

No. 5 as attached hereto corrects 
change the demand c~arge from 
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8. That from October IO·, 1912 through November 14, J 972 
Piedmont Natural Gas company, Inc.,. was p_ermitted · by order 
of this commission to track increases in cost of gas to it 
from Transcontinental Gas Pipe i.ine Corporation and since 
that time has filed 'reduced rates to· eliminate such 
in.creases due to the aper.at.ion of the Hemora:nda Account as 
established by the comm-ission in ·-o.oeket No. G-9; subs 92, 
gq,. 97, 98 and 100 .and t·heroafore, Piedmon_t Natural Gas 
Company, Inc., is tiot requir.ed to· refund any of t·he funds 
collected ($68,q68) to cover tracking increases during the 
period October 10, 1972 t~rough November 14, 1972. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 15th_ day of February, 1.973. 

NORTH CAROLINA.UTILITIES COMMISSION 
Katherine ·t1. Peele, Chief Clerk 

(SEAL) 

•commissioner Rhyne resigned on 
not participate in the decision. 
participate in the decision. 

December 28, 1972, ana· did 
CommiSsioner ~oney did not 

NOTE: See official Orde·r in thsi Office of the Chief Clerk 
for App·endix "A 11 containing Rate Schedules. 

DOCKET NO. G-5, SUB 86 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In ·the Hatter of 
Application of Public service 
Company ot" N. C. ,· Inc. , for an 
Adjustment of Its Rates and 
Charges Under G.s. 62-!33(f) 

ORDER VACATING ORDER 
OF SUSPENSION AND 
APPROVING TRACKING 
INCREASE 

BY THE COMMISSION. On September I, 1972, Public Service 
Company of North Carolina,· .tnc., (Public Service) in Docket 
No. G-5, Sub 86, filed an application with the North 
Carolina Utilities commission under G. s. 62-!33(f) 
requesting authority to incrsiase its rates to its customers 
in order that it might recover increases in the cost of gas 
to it from its wholesale supplier, Transcontinental Gas Pipe 
Line Corporation (Transco). In this tiling Public Service 
sought to recover an increase in the cost of gas to it of 
.8¢ per HCP effective October I, 1972. 

On September 28, 1972, the Commission issued an order 
suspending the tariffs filed by Public service in this 
docket. On October 6, (972, Public service filed a Motion 
in which it requested the Commissicn to vacate its order of 
Suspension. The Motion further requested . that the 
Commission approve the Undertaking filed by Public service 
in lieu of a bond as permitted in G. s. 62-135 and further 
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that the tariffs filed by,Public service be a11oved to go 
into effect on ali bills rend9rad o~. and after ,October 3 f, 
1972. 

On October I 8, ·19.72, · the Ccmmi.ssion issued an order 
denyihg Public service•s request that the commission vacate 
its order of suspension issued on September 28, 1972. The 
order further approved the Undertaking filed by Public 
service pursuant to G. s. 62-(35 and allowed tariffs filed 
on one day.•s notice to became effective on all bills 
rendered on and after October 31, 1972. 

In this filing Public Service is seeking to recover an 
increase in the cost of gas_ tO it of .8¢ ,.per MCF. This 
increase of .8¢ per MCF is.composed of .2¢ per HCF increase 
which represents increases in the. cost Of gas to ·Transco 
from its suppliers. ·six tenths cf a Cent per MCF represents 
unrecovered gas cost which Tra~sco has incurred and which 
Transco is seeking to .recover pursuant to the settlement 
agreement approved .bY the Federal Power Commission (FPC) 
under Docket ·No. RP71.-tt8. Tba .6¢ per MCF increase in the 
cost of gas will be collected for. a period of approximately 
twelve months or until Transco has recovered its nnrecovered 
gas cost of $5,443,902 and at that time the rate to Public 
service will be reduced by Transc.o accordingly.-

In Docket No. RP7.I ~11 a Transco proposed to reduce its 
ra:tes due to the elimination of the curtailment tracking 
increases. This reduction will net affect Public service's 
rates until Public Service recovers all increases relating 
to curtailment as authori2ed by this commission in Docket 
No. G-5, sub 84, at which time Public service is required to 
reduce its rates as requirecl by ord·er of this commission. 

The increase in rates sought by Pubiic Service in this 
docket is .88¢ per MCF (.8¢ per HCf cost of gas increase 
plus related gross receipts taxes) and will result in an 
annu_al increase in cost of gas to Public service's custcmers 
of $ql3,525. . 

The North Carolina General Assembly adopted Chapter !092, 
Session Laws of. 1971, ratified July 21, 1971, North Carolina 
General Statute 62-133(f) which provides as follows: 

11 Unless otherwise ordered- by the commission Subsections 
(b), (c) , and (d) sha,11 not apply to rate changes of 
utilities engaged in .the distribution of natural gas 
bought" at wholesale by the utility for distribution to 
consumers to the extent such rate changes are occasioned 
by changes in- the wholesale rate of such· .natural gas. The 
commission may permit , such rate changes to become 
effective simultaneously with thg effective date of the 
change in the wholesale cost of such natural gas, or at 
such other time as the Commission may dir~ct. This 
subsection shall not p~ohitit the commission from 
investigating and changing · unreasonable rates in 
accordance with the provisions of this. chapter. The 
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public utility shall give 
notice by publication, 
parties as the Commission 

such notice, vh;ch may include 
of the changes to interested 
in it·s discretion !!lay direct. 11 

Pursuant to the authority granted above to t-he commission 
by the Legislature, the commissipn issued in Docket No. G
I 00, Sub 14, requiring certain· data as follows to be filed 
vi th the commission for the co-nsideration of increased rates 
filed solely to recover increasas in the· ,cost of gas to a 
gas utility company in this State if approved by the Federal 
Power Cc mm is sion. 

Pursuant to that order Public Service filed the following 
data: 

I) Schedules of Public ServiCe• s rates and charges 
presently in effect. 

2) Schedule of the rates and charges proposed by Public 
Service to recover the ·Transco increase of 0.8¢ per MCF. 

3) End of period net investment at Hay 31, 1972. 

4) Statement of present fair value rate base. 

5) Statement showing accumulated depreciation balances 
and depreciation rates. 

6) Statement of mata'rials and supplies necessary for 
ope~ation of the petitioner's business. 

7) Statement shoving amount of cash working capital 
which Public Service finds necessary to keep on hand. 

8) statement of net operating income for return :for 
twelve months ended Hay 31, 1972. 

9) statement showing effect of proposed increase in 
rates and rates Of return. 

ID) Balance sheet at Hay 3J 1 1972, and income statement 
for the year ended May 31, 1972. 

11) Computation of increased cost of purchased gas. 

12) copy of Transco•s tariff. 

13) Copy of Notica to Public. 

The data as filed was reviewed and analyzed by the 
commission's Accounting and Engineering Staff and a report 
of same submitted to the Commission for its consideration. 

Notice of the proposed filing in this docket was given to 
th~ public by Public Service inserting a public notice in 
various newspapers throughout its service area in North 
Carolina. 
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the application as.filed and the records of the Based on 
Commission 
following 

in this docket, the Commission makes the 

FINDINGS OF FACT 

I) That Public Service Compan.J of North Carclina, Inc., 
is a public utility subject to the jurisd.iction cf the North 
Carolina Utilities Commission. 

2) The increase ill the cost of gas which Public Service 
is seeking to recover in Dock~t No. G-5, Sub 86, has been 
approved by the Federal Power Ccmmission effective October 
I, I 972. 

3) Public service filed tariffs to recover this increase 
in the cost of gas plus related gross receipts taxes which 
vent into effect under the Undertaking on all bills rendered 
on and after October 31, 1972. All tariffs were increased 
by .88¢ per HCF. 

Q) That the rate of return as approved by the commission 
in the last general rate case, Docket Nos. G-5, Sub 71 and 
Sub 77, issued on Hay 27, 1971, for the test period ending 
September 30, 1970, and that determined by the commission in 
these consolidated dockets are list!=!d below:-

On investment 
on equity 

Approved in uccket Nos. 
G-5, Sub 71 and Sub 77 
_ Se£!.gmber_30L_l970 __ _ 

7.99 
16. 5 

Present 
fili,n.9 _ 

7.85 
13.23 

The return on end of period investment and return on 
equity in these proceedings hav~ decreased from that found 
just and reasonable by the Corrmission in the last rate of 
return filing approved by this ccmmission ahd made effective 
!!ay 27, 1971, after the adjustments for the proposed 
increases as applied for herein. 

CONCLUSIONS 

In accordance with G. s. 62-133 (f) the Commission has• 
~tatutory authority to Consider as a separate item increases 
in the cost of gas to gas utilities in North Carolina 
occasioned by increases in cost of gas to them from their 
wholesale supplier as app:coved by t-he Federal Power 
Commission. The Commission issued a general order in Docket 
No. ·G-100, Sub .14, providing that after ·review of the data 
filed by the natural gas utilities as described therein, if 
the commission concludes from such review and analysis that 
the filings will not result in an increase in the company•·s 
rate of return over that most recently approved by the 
Commission, that the pass-on of the wholesale increased cost 
of gas will be allowed. 
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The 
berein 
become 

GAS 

commission considers the 
as complying with G. S. 
effective without,hearing. 

filings 
62-133 (f) 

and applications 
as allowed to 

The commission concludes that in this proceeding the rate 
of return of Public Service has decrea~ed · since the last 
general. rate proceeding "in Docket·Nos. G-5, sub" 71 and Sub 
77, which order was issued on May 27, 1971. 

Based on the foregoing Findings of Fact and conclusions, 
the- Commlssion is of the opl.nian that the ratie increase as 
filed by Public Service company that seeks solely to recover 
increases in the cost of gas ta it from its supplie1='- as 
approved by the Federal Power Commission should be al.loved 
as a filing pursuant• to G. s. 62-13:'l(f) and should be 
Permitted. to become effective 'lithout hearing. 

IT IS, THEREFQRE, ORDERED AS FCL~OWS: 

I) That the commission's Order of 
September 28, 1972, in Docket. Mo. G.;5, Sub 
hereby, vacated. 

suspension issued 
86 te, ana is 

2) That the tariffs filed by Public Service Company of 
North Carolina, Inc., in Docket N_o. G-5, Sub 86, which -went 
into effect pursuant to. th9 Undertaking on all bills 
rendered on and after October 31, 1972, be, and are hereby, 
authorized to become effective as filed. 

3) That at such time that the,rate to Public Service 
Company of North Carolina is teduced as a result of· 
Transcontinental Gas Pipe Line Cotporation having Collected 
its unrecovere·a gas cost that Public Service comPany of 
North Carolina, Inc., · shall itr.mediately file on one day's 
notice reduced tariffs reflecting this change plus 
applicable gross receipts taxes. . 

4) That in the event the increases sought by 
·Transcontinental Gas Pipe Line Cor~oration in the various 
Federal Power Commission, dock9ts upon whic.h these rates are 
based are reduced, Public service Company of North Caro~ina, 
Inc., shall immediately file tariffs reflecting 
corresponding decreai:;;es in its tariffs as a'uthorized ~erein. 

5) . Ili the event any refunds ar~ received by Public 
Service Company of North Carolina, Inc., from 
Transcontinental Gas Pipe Line Corporation as a result of 
actiOn by the' Federal Pover Commission or if producer 
refunds flow through to Transcontinental Gas Pipe Line 
Corporation which are in turn passed on to Public service 
company of North Carolina, Inc., all such refunds, if any, 
shall be placed in the Restricted Account No. 253 TIOther 
Deferred Credi ts" and shall be held in said restricted 
account subject to disposition and direction by the North 
Carolina Utilities commission. Information concerning 
future refunds shall be furnished the commission not less 
than 15 days from the date of receipt, the information shall 
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include the source thereof including the docket numbers and 
order dates of any proceeding involv€d in such refunds. 

6) That the attached Notice,. AppendiX "A·", be mailed to 
all customers along· vith the n~xt bill adVising them of the 
actions taken herein. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 17th day of January, j973. 

NORT.ff CAROLINA U.TILITIES COMMISSION 
Katharine~. Peele, Chief Clerk 

(SEAL) 

APPENDIX "A" 
NOTICE 

Upon application by Public SarviCe company of North 
Carolina, Inc., the North Carolina Utilities Commission 
approved increased.rates on all bills rendered on and after 
October 31, 1972. The increase. appr_oved results in an 
increase of .88¢ per MCP on all rate schedules. This 
increase allows Public Service company of North carclina, 
Inc., to ~ecover only the incrsas~ in cost of gas to it from 
its supplier, Transcontinental Gas Pipe Line corporation, 
plus related gross receipts taxes, which increase has been 
approved by the Peder al Power cou.missj,_on. 

DOCKET NO. G-5, SUB 87 

BEFORE THE NORTH CAROLINA UTILITIES·COMMISSION 

In the Hatter of 
Piling by Public Service. Company of 
North Carolina, Inc., of a Report 
Entitled 11 Report on Depreciation 
Rates 11 Based an the calendar Y9a~ 1972 

ORDER APPROVING 
DEPRECIATION 
RATES 

BY TBE COMMISSION. The Commission pursuant to G. S. 62-
35 (c) establish~d Rule R6-80 "Requirements for Depreciation 
study" in which it directed that all natural gas utilities 
not having filed depreciation ratss for approval with the 
Commissi'on shall make depreciation studies and shall file a 
schedule of depreciation rates for approval in 1967, and if 
said utility had grosS depreciable plant of $10,000,000 or 
more, it should file depreciation studies every third year 
thereafter. 

Pursuant to that rule, Public Ser.vice Company of North 
Carolina, Inc., (Public Service) filed its original Study in 
1966 and on December 3, J969, Public Service £ilea with this 
Commission its second report entitled "Public Service 
Company of North Carolina, Inc., Report on stuay of 
Depreciation Rates as of December 31, 196811 • On December 
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20, 1972, Public Service file,l its :third report entitled 
11 Public Service Company of North Carolina, IIic., Report on 
Depreciation Rates; 11 base~ on the calend~r ;year · t 972. 

Public Service requests. that the rates d~termined by this 
report as shown on Table I under the designation listed 
"Proposed Annual Rate i,cn column be approved and 
authorized pursuant to the, commission's Rule R6-80. The 
report shows an increase in depreciation rates on a 
composite basis from 2.96· .percent to 3.08 percent vhich 
results iri an annual increase in depreciation expense of 
$107,031. The major items making up tbis increase rasults 
from increases in six major categories (li_sted below} 
because of recent mortality experience and allowance for 
depreciation of transmission right of way because of the 
current ga·s supply situation. 

Transmission .Plant 
369 Measuring and Regulating station Equipment$ 17,302 

Distribution Plant 
380 services 
385 Industrial M & R station Eqdipment 

General Plant 
392 Transportation Equipment - Cars 
396 Power Operated Equipment 
365.2 Transmission Right of Way 

Increase in Depr.eciation Expenses 

34,589 
15,986 

6,825 
5,699 

26,630 

$107,031 

Public Servic8•s proposal further requested that the 
remaining life of depreciable tr-ansmission and distribution 
plant added during the years of 1973, 1974, and 1975, be 
decreased for each year of additions so that Public Service 
will haVe recovered through depreciation all depreciable 
plant costs over the next 40 years. 

After full consideration ,of the detailed report and work 
papers as filed by Public Service Company of North Carolina, 
Inc., the Commission is of the opinion that the annual 
depreciation rates aS set forth on Table I under the column 
entitled, "Proposed Annual Bate %11 of .the report 
entitled, 11 Public Service company of North Carolina, Inc., 
Report on Depreciation Rates" filed on December 20, 1972, 
are reasonable and should be approved and authorized 
pursuant to_ the co~mission 1 s Rdle B6-80. 

The commission is further of tba opinion that the proposal 
by Public service to change the remaining life of 
transmission and distribution plant for each year of, 
additions as proposed in their filing should be rejected. 
Public Service is required under Rule R6-80 to file 
depreciation studies every third year and Pu~lic Service ·can 
propose any alterations to these depreciation rates based on 
conditions existing at the time of the next review and the 
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Commission vill have the opportunity to review and consider 
same. 

IT IS, THEREFORE, ORDERED AS POLL9WS: 

That the depreciation Cates se~ fotth on Table I in the 
column entitled 11Proposed - Ann11al Rate ,: 11 of the study 
entitled 11Public Service company of North Carolina, Inc., 
Report on Depreciation Rates," filed on December 20, 1972, 
he and are hereby approved and a~thorized for use by Public 
Service Company of North Carclina, Inc., pursuant to Rule 
R6-BO. . 

That no changes shall be made in depreciation rates 
approved herein with~ut the approval of this Commission. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 18th day of January, 1913. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherina M. Peele-, Chief Clerk 

DOCKET NO. G-5, SUB 91 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Application of Public Service company of) 
North Carolina, Inc., for an Adjustment ) ORDER APPROVING 
of Its Rates and Charges ) TRACKING INCREASE 

BY THE COMMISSION: On March I, f973, Public Service 
company of North Carolina, Inc., ( 11 Public Service") filed an 
alternative Application vith the North Carolina Utilities 
commission in this Docket No. G-5, Sub 91, in which it seeks 
to increase its rates to its customers in order that it 
might recover increases in the cost of gas to it from its 
wholesale supplier, Transcontinenta~ Gas Pipe Line 
Corporation (Transco). In its filing vith the Federal Power 
commission (FPC), Transco is seeking to recover an increase 
in the cost of gas to it of $.014 per Mcf effective April I, 
1973. This increase of $.014 per Mcf is composed of $.008 
per Hcf increase which represents increases in the cost of 
gas to Transco from its suppliers, while $.006 per Mcf 
represents unrecovered gas cost which Transco has incurred 
and which Transco is seaking to recover pursuant to its 
purchased gas adjustment clause approved· by the Federal 
Power commission (FPC) under Docket No. RP73-3. The $.014 
per Hcf increase in the cost of gas vill be collected for a 
pericd of approximately six months or until Transco has 
recovered its unrecovered gas cost and at that time the rate 
to Public Service vill be adjusted to Transco accordingly. 
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The increase in rates , sought by Public Service in 'this 
Docket is $.Of55 per !!cf ($.014 per _Mcf cost of gas increase 
plu~ related gross rece.ipts .taxes) and will result in an 
annual increase ·1n cost of gas to Ptil::lic S8rvice•s customers 
of $7 I 5,202; 

The North Caroli!J,a General ASsembly ai:ropted Chapter 1092 
Session Laws of 1971, ratif~ed July 21, 1971, North Catalina 
General Statute 62-133(£) ~bich provides as ~o~lovs: 

"Unless otherwise ordered . by the Commission subsections 
(bl, (c), and (d) shall not apply to rate changes of 
uti·lities engaged ill the distributiOn of tiatural g_as 
bought at wholesale by the utility for distribution· to 
consumers to the e-rtent such rate cha!\ges are occasioned 
by changes in the -wholesale rate of such natural gas. The 
Commission may permit such rate changes to become 
effective simultaneously .with tba effective date of the 
change in the wholesale cost of such natural gas,· or at 
such· other time as the Commission may direct. This 
sub.Section shall · riot prohibit· the Commission from 
investigating and changing unreasonable rates in 
accordance vi th the · provisions of thiS chapter. The 
public utility shall .give such notice, which may include 
notice by publication, of ·the changes to interested 
parties as the Commission in its discretion may di:rect. 11 

Pursuant to the authority granted above to the Commission 
by the Legislature, the Commi~sion issued in Docket No. G-
100, Sub 14, requiring certain data ~s follows to be filed 
with the Commission for the considaration of increased rates 
filed solely to recover increases in the cost Of gas to.a 
gas utility company in this State if approved by· the ·r-ederal 
Power Commission. 

Pursuant to that order Public Service filed the following 
data in this proceeding: · 

J. summary of Public service's present rates and charges 
as filed with this Commis~ion in Docket No. G-5, Sub 86. 

2. Schedules of the proposed rates and charges which 
Public service seek·s t.o place in ef:tect on April I, 1973, in 
this Docket No. G-5, Sub 91. 

3. Statement of net investment at original cost. 

4. Sta·teme·nt of .preseYl.t fair value rate base. 

5. Statement showing plant balances 
depreciation balances and depreciation rates. 

and accrued 

6. Statement of materials and supplies necessary for 
operation of the Applicant's business. 

7. Statement showing amount of cash working capital 
which Applicant finds necessary to keep on hand. 
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8. Statement o.f net operating income for return for 
twelve months ended December 31, J972. 

9. Statement showing effect of proposed increase in 
rates. 

IO. Balance' sheet and income statem.ent. for the year ended 
December 31, 1972. 

II• Statement shoving rate of-return on rate base. 

12. Statement shoving rate of return _on equl;ty. 

13. A copy of the Fea.era:i" Paver Co!Dmission Order, 
which the wholesale price incr-aase is to- be incurred, 
be submitted as a late exhibit fil9d when available. 

under 
vill 

The additional data as f~led was reviewed and analyzed by 
the Commission I s Accounting and Engineering Staffs and a 
report of same submitted to the c·ommission fo:c its 
consideration.. staff accounting and pro forma adjustments 
to the Applicant's figures as filed are indicated in the 
comparison below: 

RATE OF RETURN 
On Investment 
on Equity 

APPROVED IN DQqKET 
NO. G::2.,_ SUBS_7L& 77 

. 7.99'.II 
16.50'.II 

PER 
£QJ!El!.!il 

7.64% 
13.93% 

PER 
Ji.Un: 

8.22% 
,s.63% 

The reasons for the· staff's figures being higher than the 
Company's are as follows: 

1- Public Service proposed a reduction in revenue of 
$1,369,356 to reflect the· effect of the proposed Transco 
curtailment policy. The staff disallowed this entry because 
the amounts to be curtailed are eStimates and at this point 
in time no one knovs what amounts will be curtailed. 

2. That Public Service pro~osed a reduction in ccst of 
gas to cover the estimated additional curtailment. This was 
disallowed also in accordance with not allowing the revenue 
adjustment. 

3. Public Service proposed an increase in its cost in 
connection with its .operation of the propa11e-air plant. 
From the Staff exami~ation of the company's work papers it 
appears _that the added expense the _Company expects to inc12r 
is for additional propane. Therefore, the staff disallowed 
this adjustment of $76,800 ·inasmuch as an increase in 
revenues should-be sufficient to cover the increased propane 
consumption .. 

4. Taxes were adjusted following 
adjustments to revenues and expenses. 

the preceding 
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5. The ·allowance for workin9 capital was reduced by 
$1,974,0~7 to reflect the average_ tax acc;uals. during the 
year p11;iS _one-sixth of the staff's .entries to taxes. 

Notice of the proposed filing iD this docket vas given to 
the public ~y Public Serv_ice by inserting a public notice in 
various newspapers throughout its service area in North 
Carolina. ' 

Based on 
commission 
following 

the application as filed and the records of the 
in this docket, the Co~mission makes the 

FINDINGS OF FACT 

1. That Public service ComPany of North Carolina, Inc., 
is a public utility subject to the jurisdiction of the North 
Carolina Utilities commission. 

2. That the increase in the cost of gas· which Transco is 
seeking to recover in Docket No. BP73-3, has been approved 
by the Federal Power Commission effective April I, 1973. 

3. That Public Service filed tariffs to recover this 
increase in the cost of gas plus related gross receipts 
taxes to become effective on all b_ills for gas consumed on 
and after April I, 1973. All tariffs will be increased by 
$.0155 per Hcf. 

q_ That 
reasonable by 
Sub 71 and 
period ending 
Commission in 

on investment 
on Eguity 

the rates of return as found to be just and 
the Commission in th a order in Docket No. 
sub 77 issued on Hay 27, 197 I, for the 
Sept. 30, 1970, and those determined by 
this docket are listed below: 

Approved in Docket 
No._G-5~ Subs 71_& 11 

' 7.99 
16.50 

After Proposed 
!~£king_IIl£!~ 

8.22 
15.63 

G-s·, 
test 
the 

5. That the rate of return on end-of-period investment 
after the adjustments for the proposed increases as applied 
for herein has increased somewhat from t-hat found just and 
reasonable by"' the Commission in its general rate case order 
issued May 21, 1971, and the rate of return on ccmmon equity 
has decreased from that found just and reasonable in said 
order. 

CONCLUSIONS 

In accordance with G. s. 62-·133 (f) the commission has 
7tatotory authority to consid~r as a separate item increases 
in the cost of gas to gas utilities in Horth Carolina 
occasioned by increases in cost of gas to "them from their 
wholesale supplier as approved by the Federal Power 
commission. The Commission issued a general order in Docket 
No. G-100, Sub 14, providing that after review of the data 
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filed by the natural_gas utilities as described therein, if 
the Commission concludes frcm such review and analysis that 
the filings will not result ih an increase in the companf•s 
rate of return as set forth in subsection (9) thereof, over 
that most recently approved by the commission, that the 
pass-on of the wholesale increased cost of gas will be 
allowed. 

The 
herein 
become 

C.ommission considers the 
as complying with G. s. 
effective without hearing. 

filings 
62-133(f) 

and applications 
as .allowed to 

The Commission concludes that in this proceeding the rate 
of return on Public service C:n ccmmon -egui ty has decreased 
since the last general .rate proceeding in Docket No. G-5, 
Subs7f and 77, which order was issued on Hay 27. 1971, 
although the rate of return on investment has increased as 
based on figures found hereinabove. 

Based on the foregoing Findings of Fact and conclusions, 
the commission is of the opinion that the rate increase as 
filed by Public Service that seeks solely to recover 
increases in the cost of gas· tc it from its supplier as 
approved by the Federal Power co~mission. insofar as it will 
not result in an increase in the rate of return on common 
equity. should be allowed as a filing pur~uant to G. s. 62-
133(f) and should ba permitted to become effective without 
bearing. 

IT IS, THEREFORE, ORDERED, as. follows: 

J. That the tariffs filed by Public ·service as Exhibit 
No. 2 in this Docket No. G-5, sub 91, be. and are hereby, 
authorized to become effective on all bills for gas consumed 
on and after April I, 1973. 

2. That at such time that the rate to Public Service 
reduced as a result of Transcontinental Gas Pipe Line 
corporation having collected its unrecovered ·gas cost, 
Public Service Company of North Carolina, Inc., shall 
immediately file on one day•s notice reduced tariffs 
reflecting this change plus applicable gross receipts taxes. 

3. That in the event ths increases sought by· 
Transcontinenta1 Gas Pipe Line corporation in the various 
Federal Power commission dockets upon which these rates are 
based are reduced. Public Service shall immediately file 
tariffs reflecting corresponding decreases in its tariffs as 
authori-zed herein. 

Q. That in the event any refunds are received by Public 
Service from Transcontinental Gas Pipe Line corporation as a 
result of action by th~ Fe1eral Power commission or if 
producer refunds flow through to Transcontinental Gas Pipe 
Line corporation which are in turn passed on to Public 
Service. all such refunds, if any, shall be placed in the 
Restricted Account No. 253. "Other Deferred credits" and 
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shall be held in said restricted account subject to 
disposition and direct-ion by. th-e North Carolina Utilities 
Commission. Information,·conce-rning future refunds shall be 
furnished t_he Commission _not less than 15 days ft:om the date 
qf receipt; the i~formati6n shall ine:lude the source tbereof 
including the docket n~mbers and ozder dates of any 
pr9ceeding involved in sue~ iefunds• -

S. That the attached Notice, Appendix 01.11 be mailed to 
all customers along ilith the next bill adVising them of th~ 
actions taken herein. 

ISSUED BY ORDER OP THE COM~ISSION. 

This 30th day of March, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine H. Peele, Chief Clerk 

(SEAL) 

APPENDIX "A 11 

Upon application by Public Service company c,f North 
Carolina,. Inc., the Nor.th Carclina Utilities Commission 
approved iricreased rates·. on all bills for gil.s consumed· on 
and after April I, 1973. The increase approved results in 
an increase ~f $•0155 per- Mcf on all ,rate schedules. This 
increase allows Public Ser.vice to recover only the increase 
in cost of gas to it from its SUfplier, Transcontinental Gas 
Pipe Line Corporation, which has been. approved by the 
Federal Power commission, plus related gross receipts taxes. 

DOCKET NO. G-5, SUB 94 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of Public Service 
Company. of North Carolina, 
Inc., for an Adjustmen·t of 
Its Rates and Charges· 

ORDER ESTABLISHING 
DEFERRED ACCOUNT FOR 
TRACKING UNRBCOVERED 
GAS COST 

BY TBE COMMISSION. On September 4,. 1973 Public service 
Company of North Carolina, Inc. (Public service) filed a 
lett~ petitiqn in which it requested authority to recOver· 
increases in· the cost of gas tc it for the period August ( 3 

31,· 1913 and the difference between the cost of gas as 
identified by the rates listed .in Appendix A and Appendix B 
in· this Commission •·s Order of August -16, 1973 from September 
I, 1973 by debits or credits to a deferred account. This 
action is necessary because the Federal Power ccmmission has 
not .taken any final action on tariffs filed by 
Transc9ntinental Gas Pipe Line Corporation (Transco). 
Transco, however, is authorized under the Natural Gas Act to 
place in effect on August 13, 1973, Appendix A rates as 
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shown in this ccmmission I s order aated August 16, 1973 
subject to change• or refund. Public service propoSes to 
record the differences in the cost of gas to a deferred 
account for future tracking as required. 

On August 16, 1973 this Commission issued an order in the 
above captioned matter in which it approved· increased rates 
for Public service in order to recover increases in cost of 
gas to it from Transco as approved by the Federal Power 
commission. The rates approved were based on the 
"Settlement Rates" as filed for by Transco and as listed as 
Appendix B ·attached to the order of the commission dated 
August 16, !973. The effective date of the increased rates 
as approved by this Commission for Public Service was on all 
gas consumed on and after Septamber i, {973 which was the 
effective date of the "Settlement Rates" in the settlement 
filing with the Fede~al Power Col!lmi!=:.sion. · 

Public service was advised on August 31, 1973 that the 
Federal Power Commission .had not issued an order with 
respect to Transco•s application in Federal Power Commission 
Docket No. RP13-69 and RP72-99. According~y, Tt:ansco will 
place into effect subject to adjustment and/or refund, the 
rates which it filed vith~he Federal Power Commission on 
Hay 3 O, I 973 which rates vere a tta·ched to this Commission I s 
order of August 16, t973 as Appendix A. 

The Commission• s Order of August (6, 1973 authorized 
Public Service to file on one day 1 s notice revised tariffs 
to reflect rates higher or lower than the Transco 
"Settlement Rates" as approved by the Federal Power 
Commission. The Fedeial Power commission has not issued an 
order in this matter and in accordance with the Natural Gas 
Act and the Rules and, Regulations of the Federal Power 
Commission, Transco will begin ccllecting higher rates than 
the "Settlement Rates" effective August 13, (973. It is 
anticipated that the Federal Power Commission will 
ultimately approve ~he "Settlement Rates 11 and in order to 
avoid collecting excessive amounts from its customers which 
Public Service would be required to refund and at the same 
time permit Public Ser.vice to recover only the increased 
cost of gas to it from A1Jgust 13, 1973, Public Service 
request the Commission•-s approval of the following: 

I• Public service will_ place into effect the rates 
approved in Docket No. G-5, sub 94 effective 
September I, 197,3. 

2. Amounts 
includ:i:d 
1973, in 
deferred 

billed by Transco in excess of the rates 
in Appendix B of the Order dated August 16, 
Docket No. G-5, Sub 94, will be charged to a 
account. 

-3. Any refund of amounts collected by Transco as order"ed 
by the FPC will be credited to the deferred account. 
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q. Public Service will file on on_e day• s notice revised 
rate schedules to reflect -any changes in Ti-ansco• s 
rates from their propo_sed "Settlement Bates" as 
approved by the PPC. 

S. The balance, if any, remaining in the deferred 
account would be transferred to the memo account. 

6. Public Service would be authorized to recover or 
refund ~he balance in the memo account through an 
increase or decrgase in its rates for such time and 
in such amount as approved ty the Commission. 

The Commission is of the opinion that the approval of the 
action r~guested by Public Service would permit Public 
Service to recover only the cost of gas to it as approved by 
the Federal Power Commission. Public s~rviCe will receive 
no additional net income as a result of this action. 

IT IS, THEREFORE, ORDERED AS FCLLOWS: 

I) That Public Service Company of North Carolina, Inc., 
be and is hereby authorized to charge to a deferred account 
amounts collected by Transcontinental Gas Pipe Line 
Corporation in excess of the rates inc~uded in Appendix B of. 
the ccmmission•s order dated August (6, 1973 in Docket No. 
G-5, Sub 94 from September I, 1913, until such time as a 
final order is issued by the Federal Paver Commission in FPC 
Docket No. RP73-69 and RP72-99. 

2) That Public Service Company of North Carolina, Inc., 
be authorized to charge to the deferred account amounts 
collected by Transcontinental Gas Pipe Line corporatlon 
during the period August 13 - 31, t973 in excess of the 
rates in effect on April I, 1973 as approved by the Federal 
Paver Commission for Transcontinental Gas Pipe Line 
corporation. 

3) That Public Service Company of North Carolina, Inc., 
shall credit to the deferred account any refund of amounts 
collected by Transcontinental Gas Pipe Line Corporation as 
ordered by the Federa; Power Ccmmission. 

4) That Public Service Company of North Carolina, Inc., 
shall file on one day's notice revised rate schedules to 
reflect any changes in Transcontinental Gas Pipe Line 
Corporation•s rates from its proposed settlement rates as 
approved by the Federal Power Co~mission. 

5) That Public Service Company of North 
shall transfer to the memoranda account 
remaining, if any, in the deferred account. 

carclina, Inc., 
any balances 

6) Public service company of North Carolina, Inc., shall 
file a monthly report reflecting the authorization herein 
granted. 
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7) That this docket shal 1 remain open for such further 
orders as are required. 

ISSUED BY ORDER OF THE ,COHHISSION. 

This the I Ith day of September, I 973. 

NORTH C&ROLIHA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. G-1, SUB 38 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of United Cities Gas 
Company for an Adjustment of Its 
Rates and Charges 

J 
J 
J 

'ORDER APPROVING 
TRACKING INCREASE 

BY THE COMMISSION: On March 15, 1973, United Cities Gas 
Company (11 United Cities 11 ) filed an APplicatio.n with the 
North Carolina Utilities Commission in which it seeks to 
increase its rates to its custcmers in order that it might 
recover increases in the cost of gas to it from its 
wholesale supplier, Transcontinental . Gas Pipe Line 
corporation (Transco) in the amount of $.008 per Mcf 
effective October t, 1972 and further increases pursuant· to· 
Transco I s February 13, 1. 973 filing vi th the Federal Power 
Commission (FPC) seeking to recov9r an increase in the cost 
of gas to it of $.014 per Mcf effective April I, 1973. The 
proposed increase Of $. 022 per Mc£ consists of the $.0'06 per 
Kcf increase effective octob~r I, 1972, plus the $.008 per 
Mcf increase effective April I, 1973 which represent 
increases in the cost of gas to Transco from its suppliers, 
and the $.008 per Kcf repressnting unrecovered gas cost 
which Transco has incurred and which Transco is seeking to 
recover pursuant to its purchased gas adjustment clause 
approved by the Federal Power Ccmmission (FPC) under Docket 
No. RP73-3. The $.008 per Mcf increase in the cost of gas. 
effective April I, 1.973 will be collected for a period· of 
approximately six months or until Transco has recovered its 
unrecovered gas cost and at that time.the rate to United 
cities will be adjusted by Transco accordingly. 

The increase in rates sought by united Cities in this 
docket is $.022 per Mcf and. will result in an annual 
increase in cost of gas to United Cities• customers of 
$23,051. 

The North Carolina General Assembly adopted chapter 1092 
session Laws of 1971, ratified July 21, 1971, North Carolina 
General statute 62-133(£) which provides as follows: 
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"Unless otherwise ordered by the commission Subsections 
(b), (c), and (d) shall not apply to rate changes of 
utilities engaged in the distribUtion of natural gas 
bought at wholesale by the utility for' distribution· to 
cOnsumers to the extent such rate ,chan·ges are occasioned 
by changes in the, wholesale rate of such natural ·gas~ The 
commission may permit such rate chari_ges to beqome 
effective simultaneously With the effective date of the 
change in the vholesal1;t Cost of_ such -·na·tu:tal gas, or at 
such 0th.er, time as the· Commission may ditect. This 
subsection sha~l not· pro bi tit the commission from 
investigating and -changi!lg unreaso'nable rates in 
accordance vi.th the provisiOns of this Chapter. -The 
public utility shall give such notice, w_bich may include 
notice by publication, of the changes to interested 
parties-as the Commission in its discretion may direct." 

Pursuant to the authority granted above to the co~mission 
by the Legislature, the Commission issued •in Docket No. G-
100, sub 14, requi:t'ing-cert_ain data as follows to be filed 
with the Commission for the consideration of .increased rates 
filed solely to recover increases in the Cost of gas. to a 
gas utility company in this Stat.e if approvE!d by the Federal 
Power Ccmmission. 

Pursuant to that order United Cities £~led the following 
data in this proceeding: 

I• Summar? of Un.ited Cities present rates and charges. 

2. Schedules of the proposed rates and ·charges which 
United Cities seeks to place into effect on April IS, ·1973. 

3. Statement of net inyestment at original cost. 

4. Statement shoving plant balances and accrued 
depreciation balances and depreciation rates. 

5. Statement of materials and supplies necessary for 
operation _of the Petitioner's business. 

6. Statement· showing amount of cash wcrking capital 
which Petitioner finds necessary to keep on hand. · 

7. Statement of net opera.ting income for return for 
twelve months ended December 31, 1972. 

8. Statement showing effact of proposed increase in 
rates. 

9. Balance sheet and income statement for the· year ended 
December 31, 1972. 

10. Statement showing rate of return on rate base. 

11- Statement showing rate of return on equity. 
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12. 
which 
1972, 

A copy of the Federal Power Ccmmission order, under 
the wholesale price· increase effective October I, 
was incurred. 

The data as fil~d was reviewed an~ analyzed by the 
Commission's Accounting and Engineering Staffs and a report 
of same submi;tted to the CoinmiEsion for its consideration. 
Staff accounting and pro forma adjustments to the 
Applicant's figures as filed are indicated in the comparison 
below: 

RATE_OF RETURN 
on Investment 
on Equity 

APPROVED IN COCK~T 
NO. G-5.._subs_7l_& 77 

7.991 
I 2. 01 l 

PER 
£Qlli.Hl 

7.90% 
8.82% 

PER 
fil!H 

8.14% 
11.74% 

The reasons for the staff's figures being higher than the 
company's ar9 as follOws: 

1. The staff made an adjustment to t~e interest expense 
allocated to North Carolina which reduced the taxable 
income. 

2. The company used an improper figure in its tax 
calculations for the surtax exemption for consolidated tax 
returns and the net difference. shows a slight increase in 
tax expense. 

3. The staff developed the investment tax credit amount 
from the operating reports rec~ivea here monthly. 

q_ The 
average tax 
allowance. 

staff developed £rem the monthly reports the 
accruals deducted from the working capital 

5. The staff used an ~mbeddea cost of 7.66% and 6.122% 
for long-term debt and short-t~rm debt, respectively, while 
the company used 7.66% for both classes.of debt. 

The data as filed· was raviewed and analyzed by the 
Commission's Accounting and Engineering· staffs and a report 
of same submitted to the commission for its consideration. 

Notice of the proposed filing in this docket was given to 
the puhlic by United cities by inserting a public notice in 
a newspaper in general cirCulation in its service area in 
North Carolina. · 

Based on 
commission 
following 

the Petition as 
in this dock'3t, 

filed and th€ records of the 
the Commission makes the 

FINDINGS OP PACT 

1. That united cities Gas Company is a public utility 
subject to ·the jurisdiction of tbe North •Carolina Utilities 
commission. 
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2. Tha't the increasE;i in tbe co;st of ·gas vhiCh Transco 
sought-to recover in Docket Nos. BP 71-118 became effective 
October I, 1972 and th~ increase which Tr~nsco sought to 
recover in Docket No. RP 73-3, has been, ap·proved by the 
Federal Power Commission 1;3ffectivE! April ·1, r973. 

3. That United cities filed tariffs to recover ·these 
increases in the cost of gas to become effective on all 
meter readings on ·and after April 15, 1973. All tarif~s 
will be increased by $. 022 per· Mcf. 

4. That the rates of r~tutn as found to be just and 
reasonable by the commission in the Order in Docket No. G-1, 
sub 30 issued on December 3, f97f for the test period ending 
ftarch 31, 1971, and those determined by the commission in 
this d'ocket are listed belpw: 

.on investment 
on equity 

APPROVED IN DOCKET 
_l!!h~~UB 3.Q __ 

7.99% 
I 2.0 I~ 

AFTER PROPOSED. 
:!:!lACKI!ffi_!!i!;llifil! 

8.14~ 
I I. 74, 

s. That after the adjustments for the proposed incr€ases 
as applied for herein the rate of return· -on end of 'period 
investment has increased somewhat and the rate of return on 
equity has decreased from that found just and reasonable bY 
the Commission in its gener.al rate case order isstied 
December 3, 197,1 • 

CONCLOSICNS 

In aCcordance with G. s. 62-133(£) the Commission has 
statutory authority to consider as a separate item· increases 
in the cost of gas to gas utilities in North carqlina 
occasioned by increase in cost of gas to them from their 
wholesale supplier as· approved. by the Federal Power 
commission. The Commission issued a general order in Docket 
No. G-tOO, Sub f4, providing that after review of the ~ata 
filed by the natural gas utilities as described therein, if 
the Commission concludes from such review and analysis that 
the filings will not result in an increase in.the company•s 
rate of return - over that most recently approved by the 
commission, that the pass-on of tb·a wholesale increased coSt, 
of· gas will be allowed. 

The 
berein 
become 

Commission considers the 
as compl"ying with G. s. 
effective .without hearing. 

filings 
62-133(f) 

and applications. 
as allowed to 

The commission concludes that in this .proceeding the'. rate 
of return on common equity of Dnited Cities has decreased 
since the last general rate proceeding in Docket No. G-1, 
sub 30, which order was issued on Decembei 3·, 197(. 

Based on the foregoing Findings of Fa-ct clnd 
the Commission is of the opinion that the rate 
filed by United Cities that seeks solely 

Conclusions, 
increase as 
to recover 
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increases in the cost of gas to it from its supplier as 
approved by the Federal Paver ccmmission should be allowed 
as a filing pursuant to G. s. 62-133 (f) and should be 
permitted to become effective vitbOut· hearing. 

IT IS, THEREFORE, ORDERED, as-fellows: 

1- That the tariffs filed by United Cities as Exhibit 
No. 2 in this Docket No. G-1, Sub· 38 be. and are hereby, 
authorized to become effectivg on all bills for meters read 
on and after April 15, 1973. 

2. That at such ti·me as th-a rate to United Cities is 
reduced as a result of .Transcontinental Gas Pipe Line 
corporation having collected its unrEcoverea gas cost, 
United Cities shall immediately file on one day•s notice 
reduced tariffs reflecting -this change. 

3. That in the event the increases Sought by 
Transcontinental Gas Pipe Line cCrporatiori in the various 
Federal Power Commission dockets upon· which these rates are 
based are reduced, United Cities shall imineOiately file 
tariffs reflecting corresponding decreases '"in its tariffs; as 
authorized -herein. 

4. That in the event any refunds are received by United 
Cities from Transcontiriental .Gas Pipe Line corporation as a 
result of action by the Federal Power Commission Or if 
producer refunds flow through to rranscontiBental Gas Pipe 
Line corporation which are -in turn passed on to United 
Cities, all such refunds, if any, shall ·be placed in th9 
Restricted Account No. 25·3 "Other Deferred Credits" and 
shall be held in said restricted account subject to 
disposition and direction by the North Carolina Utilities 
Commission. Information concerning future refunds shall be 
furnished the Commission not less than 15 days from the date 
of receipt, the information shall include the source thereof 
including the docket numbers and -order dates of any 
proceeding involved in such refunds. 

5. That the attached Notice, Appendix 11 A", be mailed to 
all customers along with the n~xt till advising them of the 
actions taken herein. 

ISSUED BY ORDE.R OF THE COMHISSION. 

This 10th day of April, 1973. 

(SEAL) 

NORTH CARCLINA UTILITIES COMMISSION 
Katb'!rine '!!. Peele, Chief Clerk 

APPENDIX 11 1\" 

Upon application by United cities Gas Company the North 
Carolina Utilities Commission approved increased rates _on 
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all bills for meters read on and after April 15, f973. The 
increase approved results in a.n increase of -$.022 per Mcf on 
all rate schedules. This incrgase allows United Cities Gas 
company to recover only ths increase in cost of gas to it 
from its supplier, Transcontinental Gas Pipe Line 
Corporation, which has bee·n approved by th~ Federal Pow'er 
Commission. 

DOCKET NO. G-5, Sl!B 93 

BEFORE THE ~ORTH CAROLINA UTILITIES COftftISSION 

In the Matter of 
Public Service Company of North Carolina 
rn·corporated -- Application for Authority 
to Issue and Sell $8,000,000 Principal 
Amount of Its First Mortgage Bonds, e, 
Series I, Due 1998 

ORDER GRANTING 
ADTBORITY TO 
ISSDE AND SELL 
FIRST MORTGAGE 
BONDS 

This cause comes before the Co1r1mission upon an ·application_ 
of Public Service ComPany of North Carolina, .Inco:rporated 
(Company), filed under d,ate of March 14, .1973, throu.gh its 
Counsel, Mul-len, Holland &- Harrell, P. A., Gastonia, North 
Carolina, vhetein authority of the Commission is sought as 
follows: 

I •. 

2. 

To issue and sell $8,C00,000 principal amount 9f. 
First Mortgage Bonds, 8% series I, due t 998, to 
institutional investors far cash at 100, of the 
principal amount thereof, plus accrued interest from 
April I, 1973, to th"3 time of delivery of said bond.s; 
and 

To execute and deliver, to a certain Trustee a Ninth 
Supplemental Indenture dated as of April I, t972, to 
an amended original Indenture of Mortgage dated as of 
January I, 1952, to secure payment Of said series I 
Bonds. 

FINDINGS OF FACT 

I. The company is a North Carolina corp.oration owning 
and operating in North Carolina ga~ transmission lines, 
distribution systems, services and·, Other facilities 
necessary and proper for furnishing and delivering natural 
gas to the public within the territories authorized· by this 
Commissicn; is a public utility as defihed in Article I of 
Chapter 62,· GE!neral statutes (G. s. 62-·I - G. s. 62-4) of 
~orth Carolina, and is subject to the jurisdiction of the 
North Carolina Utilities Commission. 

2. As of the date of filing of the application, the 
Company had $6,500,000 principal amount of short-term notes 
outstanding to banks for mongy reguired for construction of 
lines, systems, services and facilities. During the period 
from November I, 1970 and end.ing December 31, f972, the 
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Company expended $.I 2,609il 33 on the Company's construction 
program. The entire proceeds of $6,500,000 6.f said notes 
were applied toward defraying the cost of said construction, 
and the balance.of such cost was paid from funds generated 
internally by the Company. The Company proposes to expend 
$4,500,000 on. its 1973 constructioil p·rogra'm. 

3. The Company now proposes to issue and sell $8,000,000 
principal amount of First Mortgage Bonds, 8% Series I, due 
1998, (the Series I BondS) by m'i!ans of an ,already negotiated 
transaction to nine institutional investors, $5,000,000 of 
the Series I Bonds to be delivered and the purchase thereof 
consummated on or about April 10, 1973, (but not later ·than 
April 27, 1973) for cash at (00% of the principal amount 
thereof, plus interest from April I, 1973, ,to the date of 
delivery, and $3,000,000 of the series I Eonds to be 
delivered and the purchase thereof consummated on or about 
July IO, I 973, (but not later than July 3 I , I 973) for cash 
at I 00% of the p"rincipal a.mount thereof, plus interest from 
April I, 1973, to the date of delivery;, and further, in 
connection with said proposed issuance and sale to execute 
and enter into with each of the nine institutional 
purchasers a Bond Purchas~ Agreement substantially in the 
form presented with the application as Exhibit c. 

4. The Company proposes that .the Series I Bonds will be 
created and ·issued under the cOmpany•s Indenture of Mortgage 
dated as cf January I, f 952, by and between the company and 
The Marine Midland Trust ,Company of New York (now Marine 
Midland Bank - New York), as Trustee, as .heretofore amended 
and supplemented and as to be further amended and 
supplemented by a Ninth Supplemental Indenture dated as of 
April I, 1973, to be executed and delivered substantially in 
the form presented with the application as Exhibit B, and to 
thereby and to the extent as stated therein to pledge its 
faith, credit, properties, rights,_ privileges and franchises 
to secure payment of the Series I Bonds·. 

5. The Company represents that the Series I Bonds will 
be s~b7tantially in the form and contain the terms and 
provisions as set forth in said Ninth supplemental 
Indenture, will be regist9red Bonds without coupons of the 
denomination of $1,000, or any multiple thereof, will be 
dated as provided in section 3.05 of the Indenture dated as 
cf January I, 1952, will mature Aptil I, 1998, and will bear 
interest at the rate of 8% per annum, payable semiannually 
on April I and October I in each year. 

6. The Company estimates that expenses to be incurted in 
connection with the issuanc~ and sale of the series I Bonds 
ti1ill amount to approxi.ma.tely $70,000. 

CONCLUSIONS 

From a review and study of thg application, its supporting 
data and other information in the commission•s files, the 
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comm·ission is of the opinicn and so concludes that the 
transactions herein proposed a-re:. 

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

(b) Compatible with the public interest; 

(c) Necessary and appropriat~ for and consistent with the 
proper performance by Petitioner of its service to 
the public and will not impair its ability to perform 
that service; and 

(d) Reasonably necessary and appropriate for such 
purposes. 

IT IS, THEREFORE, ORDERED, That Public Service Company of 
North Carolina, Incotporated, be, and it is _hereby 
a:uthcrized, empowered and directed under the terms and 

; conditions set forth in the application: 

I• To issue and sell $8,000,000 principal amount of its 
First Mortgage Bonds, 8% Series I, ·due 1998, by means of a 
negotiated transaction to nine institutional investors at 
100% of the principal amount thereof, plus interest frcim 
April I, 1973, to the date of delivery, $5,000,000 of said 
series I Bonds to be delivered and the purchase thereof 
consummated on or about April I, ( 973, (tut not later. than 
April 27, 1973) and $3,000,000 of said Series I Bonds to be 
delivered and the purchase therecf consummated on. or about 
July 10, 1973, (but not later than July 31, 1973). 

2. To make, execute and deliver a Ninth supplemental 
Indenture in connection with the issuance and sale of said 
series I Bonds substantially in the form presented with the 
application as Exhibit B, and thereby and to the extent as 
stated therein to pledge its faith, credit, properties, 
rights, privileges and franchises to secure payment of said 
Series I Bonds for the benefit of the holders of said Bonds; 

3. · To pay the expenses in ccnnection with the issue and 
sale of said series I Bonds, which are estimated in the 
application, and to amortize s~ch expenses by appropriate. 
annual charges over the life of the Series I Bonds; 

4. To ae·vote the net proceeds to be· derived from the 
issuance and sale of said series I Bonds described herein ·to 
the purposes set forth in the application; 

5. To file vith 
form, orie copy each 

· Ninth supplemental 
this proceeding; 

this Commission, when available in final 
·of the Bond Purchase Agreements and the 

Indehture as supplemental Exhibits in 

6. To file with thiS Commission, .in 
verified report of actions takeri and 
consummated pursuant to the authority herein 

duplicate, a 
transactions 

granted within 
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a period of thirty (30) days follo•ing the completion of the 
transactions authorized herein; 

7. To file with this commission, in the• future, a notice 
of negotiations of short-te~m bank notes setting forth the 
principal amount thereof, rate of' interest and date of 
maturity; and 

8. That this proceeding be, and the same is continued on 
the docket of the Commission for the purpose of receiving 
the above named supplemental Exhitits and report crdered to 
be filed herein; and· nothing in ·this Order shall be 
construed to deprive this commission of any of its 
regulatory authority under the law. 

ISSUED BY ORDER OP.THE COMMISSION. 

This the 27th day of March, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M:. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. B~311 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of Kay Hutcherson cardvell, 
d/b/a Cardwell Tours, Rout9 I, Box 199, 
Mayodan, North Carolina for a Broker's 
License. 

BEARD IN: The Hearing Rcom of the 
Building, Ong west Horgan 
North Carolina, on septeIDber 

RECOMMENDED ORDER 
GRANTING BROK~R•S 
LICENSE 

CommisEion, Ruffin 
street, Raleigh, 

18, I 973. 

BEFORE: Hearing commissioner Ben E. Roney. 

APPEARANCES: 

For the Applicant: 

Mr. David M. Blackwell 
Price, Osborne, Johnson and Blackwell 
P. o. Box 346, Mayodan, North Carolina 27027 

For the commission staff: 

Mr. Robert F. Page 
Assistant commission Attorney 
North Carolina Utilities Commission 
Ruffin Building 
one West Horgan street 
Raleigh, North Carolina 27602 
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No Protestants or Intervenors. 

RONEY, HEARING CO~MISSIONER. This matter came en for 
hearing before commissioner Roney., sitting as a Hearing 
Commissioner in· the CommisSion•s nearing Reem, Raleigh, 
North Carolina, at 10:00 A.M., September 18; 1973, upon the' 
Application filed -June 5, )973, by Kay Hu-tcherson Car.dwell, 
d/b/a Cardwell To11rs, ti'ayodan, Nor·th Carolina, for a license 
to engage. in the cjeneral business of a broker in intrastate 
operations within the state of North Carolina; ._that is,· to 
arrange passenger tours, by motor vehicle, of passengers and 
.their ·baggage, in r·ound trip operations, Using special 
charter services, beginning and ·ending at points in 
Rockingham County, North Carolina ana extending therefrom to 
any and. all points within the boundaries of the State of 
?torth Carolina. · 

Testimony in support of the Aprlication was offered by the 
Applicant and her witness, Carol Webster, who· is acquainted 
with Applicant•s character and fitness. and has used 
Applicant•s services •. such testimony tends to show that 
Applicant is presently unemployed outside the h·ome, where 
she and her husband operate a poultry business; that they 
have ·a net worth of . $35,000 to $~0,000; that Applicant 
currently possesses a Bro~er•s License from the Interstate 
Commerce Commission and is bonded in that capacity; that 
Applicant has for the preceding four years operated 
successfully ·as a• t~ur .organiz3r, director and manager using 
the franchise of Greyhound• Linas, In~. - East; that she is, 
not now connected with Grayhound in any way as employee or 
agent and wa·s, during he-r previous asscciati.on, · an 
independent contractor; that she severed the previous 
relationship when· she· received her license from the 
Interstate Commerce commission; that for the past four years 
she has managed or con'ducted some three to four tours a 
year, generally to points outside North Carolina, including 
Nashville, Georgia and the West· Coast; that she has not 
violated any of the lavS or regulations of North Carolina or 
of the United States vi·th regard to these operations; that 
she proposes to use only those motor carriers authoriz.ed .by 
the Commission to transport passengers as common ~arriers by 
motor vehicle in intrastate commerce in North Carolina, 
including, but not limited to, Greyhound; that sometimes she 
tries to organize tours herself and sometimes she is 
requested by groups or previous customers to de so; that 
Rockingham county has approximately 70,000 residents; that 
no similar ser-vice is availablg to such· residen-ts, and her 
experience shows a need and demand for such services; that 
she arranges on all t.ours for transportation and overnight 
accommodations, whose charges are fixed by-the· companies 
involved and by regulatory agencies including this 
Commission; that she pays all bills from funds prepaid by 
passengers and keeps what remains as her profit, which 
profit includes no commission er other compensation for sale 
of tickets on the carrier used; that she arranges for 
special or charter carrier services, not for the sale of 
tickets; that she is famili1r with the North Carolina 
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statutes and Rules of this: Commission regulating the 
operations of brokers; that sha has never experienced any 
difficulties of anY kind in her previous operations and that 
she is prepared to post the performance .bond re"guire!l by the 
Rules of· this Commission. 

The witness Webster testified substantially as follows: 
that she has known the Applicant tor many years and has been 
on one tour with her: that the Applicant has an excellent 
character and reputation; that the Applicant is fit, willing 
and~ able to properly perform the propoSed· service; that her 
mother and many of her mother's friends have been on all of 
Applicant• s Previous tours; that ther.e is no similar service 
presently offered by anyone elsa in Rockingham county; that 
there, is an active market and a need and demand for such 
service in Rockingham County by persons of all ages and 
occupations; and that, if Applicant's Ser.vices were not 
available, almost all of the parsons presently using such 
services would not travel bec~use of the difficulty of 
making pi:oper arrangements .• 

After careful consideration of all the evidence favorable 
to the Application and there b9ing none to the contrary, the 
Commission is of the opinion and.finds and concludes that: 

(I) The Applicant is fit, willing and able to p·roperly 
perform the proposed service and to conform to the statutory 
proviSions and the Rules and Regulations of the commission 
pursuant thereto. 

(2) The proposed operation will be consistent with the 
public interest and will effectuate the declared policy set 
forth in North Carolina General Statutes 62~2 and 62-259. 

(3) The Applicant is. not a bona fide employee or agent of 
any motor carrier. 

(4) The Applicant proposes 
carriers authorized by t.his 
passengers as common carriers by 
commerce in North Carolina. 

to engage only those motor 
commission to ·transport 
motor vehicle in intrastate 

(5) The pr!lpose.d service is d!sired and will be used by 
the public. 

IT IS, 'l'HEREFOBE, ORDERED:· 

(I) .That the Appl•ication in Docket No. B-3( I be granted 
and that the Applicant be" issu~a a license to engage in the 
business of a brok=ar in the _following territory: From points 
and places within Rockingham county, North Carolina, to any 
and all points within the State of North Carolina and 
return. 

(2) That under the protisions of G. s. 62-263 and Rule 
R2-66(c) of the Commission, Applicant shall file with the 
North Carolina Utilities commission a bond to be approved by 
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the Commission of not less than·$S,OOO in such form as will 
insure the financial responsibility of ,Applica~t as a broker 
and will further insure the supplying of authorized 
transportation in accordance with agreements, contracts and 
arrangements therefor. 

(3) That this Order shall become effective and 
issued to Applicant when she has fully complied 
bond provisions listed in the preceding paragraph. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 25th day of September, 1973. 

a license 
vith the 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. B-308 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Dorothy Gough, d/b/a Gough Tours, 
P. o. Box 5827, Winston-Salem, 
North Carolina - Application for 
a Broker•s License. 

ORDER GRANTING 
BROKER I S LI.CENSE 

HEARD IN: The commission Heari~g Eoom, Ruffin Building, 
One West Morgan Street, Raleigh, North 
Carolina, on March 28, 1973, at 2:00 P. M. 

BEFORE: Commissioners Hugh A. Wells (Presiding), John 
W. HcDevitt and Ben E. Roney 

APPEARANC~S: 

For 'the Applicant: 

Carl D. Downing, Esguir~ 
White & Crumpler 
2616 ~achovia Building 
Winston-Salem, North Carolina 

No Protestants. 

WELLS·• · COMMISSIONER. This matter came on for hearing 
before Division III of the Commissicn, Commissioner Wells 
presidin·g, upon the application of Dorothy Gough, d/b/a 
Gough Tours, under the applicable provisions of Chapter 62' 
of the North Carolina General statutes for a broker•s 
license to engage in the business of a broker in arranging 
for the transportation of pa~sengers and their baggage by 
motor vehicle in intrastate commerce from the counties of 
Forsyth, 'Davidson, Guilford. Stokes, Surry and Rockingham, 
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to any and all points within the State of North Carolina. 
The application was set for hearing by Commission order 
issued on March I, 1973, and the original hearing was later 
rescheduled to the date, time and place, as captioned above, 
by Commission order dated March 14, 1973. 

No protests were received in 
and no one appeared at the 
application. 

response to the application, 
bearing to protest the 

Mrs. Gough testified in support of her application, 
revealing in her testimony that she has been in the tour7 
director business for a considerable period of time, 
operating under an Interstate Com11erce Commission license iii 
arranging interstate tours. She conducts the business 
herself, arranging the trip itinerary, lodging, and meais in 
additicn to transportation. She formerly was employed with 
the Greyhound Corporation and is an experienced person in 
arranging travel accommodations for others. In addition. to 
her testimony, she filed certain axhibits in ;support of her 
application, including the affidavit of publication of the 
hearing of the application. 

In addition to Mrs. Gough, Krs. Diane Richardson of 
Winston-Salem testified in sufport of the application, 
revealing that she is the Youth Activity Supervisor for the 
City of Winston-Salem Recreation Department, and that she 
has known Krs. Gough for a Considerable period of time and 
lcnows her to be a conscientious and responsible person •. 
Mrs. Richardson indicated that there vas a significant 
demand for the type of service proposed to be offered bj 
Mrs. Gough, and that she would recommend Mrs. Gough very 
strongly as a responsible and reliable tour director. 

In addition to Mrs. Richardson, Mrs. Georgia Rhodes of 
Winston-Salem testified in support of the application, 
revealing that she is ~ member of the Ardmore Senior 
citizens club, and has been on many tours directed by Mrs. 
Gough, and that she recomm9nds Mrs. Gough very highly. 
Mrs. Rhodes also testified that in her opinion there was a 
very great public need for such a tour service in the area 
which is the subject of this application. 

Based upon the record herein, the commission makes the 
following 

FINDINGS OF PACT 

1. That the Applicant segks a broker's license as 
described in G. s. 62-263(a) to engage in the business of a 
broker in intrastate operations within the State of North 
Carolina. 

2. That the Applicant has applied for said license upon 
the form of application as prescribed by this commission. 

3. That the Applicant gave du~ notice of this hearing. 
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4. That the experience of the ApElicant established that 
th~ Applicant is.fit, willing and able to properly perform 
the proposed .service and to cotiform'with the provisions of 
law and Commission rules and regulations. 

5. That the Applicant is neither an employee nor agent 
~f any motor carrier. 

6. That. the prOposed service is desired· by the public 
and will."be utilized by the public. 

, . 1.: That the service as proposed upon the hearing of .this 
matter to be authoriZed under said license is consistent 
with the public interest. 

Based upon the foregoing Findings of.Fact, the Commission 
£QNCLO]I2 that upon the Applicant's compliance with the 
Commission• s rules and regulations. as set forth he·reinafter, 
the license should be approved and qranted. 

IT IS, THEREFORE, ORD~RED: 

I• That the Applicant be, and hereby is, granted a 
-broker's 'license to engage in the buSiness of a broker in 
intrastate operations within the State of North Carolina in 
the territory described in Exhibit A attached'hereto. 

2. That this order shall constitute said license until 
such time as a licenSe shall have been issued· by this 
Commission. 

3. That prior to commencing operations a-s a brOker in 
intrastate commerce in this state, that Applicant file with 
this ccmmission a Transportation Broker's surety Bond in the 
amount of not less than .$5,000 pursuant to the provisions of 
G. s. 62-263 and this commission•s Rule R2-66. 

q. That Applicant commence oparations under the license 
herein· authorized within thirty (30) days from the date of 
this order and comply with all rules and regulations of·th~ 
Commission applicable to a broker. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 11th .day of May, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine K. Peele, Chief Clerk 

DOCKET ~o. B-308 Dorothy Gough, 
d/b/a Gough Tours 
P. o. Box 5827 
Winston-Salam, North Carolina 
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To engage 
in.trasta te 
territory: 

in business 
commerce in 
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as a broker in 
the following 

From the Counties of Forsyth, Davidson, 
Guilford, Stokes, Surry and_Rockingham to 
any and all points within tlie State of 
North Carolina. -

DOCKET NO. B-275, SUB 40 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Carolina Coach Company -
Proposed Plan for a New Union 
Bus Terminal Facility· in 
the·city of Elizabeth City, 
North Carolina 

RECOMHENDED ORDER 
AUTHORIZING NEW UNION 
BUS TERMINAL IN 
ELIZABETH CITY, 
NORTH· CAROLINA 

HEARD IN: The Municipal Building, Elizabeth City, North 
Carolina, on Septernber 2( ,. 1972, at 9:30 a. m. 

BEFORE: John w. McD9Vitt, Hearing commissioner 

APPEARANCES: 

For the Appli~ant: 

Arch T. Allen, III 
Allen, Steed & Pullen 
Attorneys at Law 
P. o. Box 2058, Raleigh, North Carolina 

For the Protestants: 

H. T. Mullen, Jr. 
Whitehall & Mullen 
Attorneys at Law 
P. o. Box 304, Elizabeth City, Horth Carolina 

For: . Downtown M~rchants Association 

For th'e commission Staff: 

Edward B. Hipp. 
commission Attorney 
N-orth Carc;>lina u·tiliti3s commission 
P. o. Box 991, Raleigh, North Carolina 

McDEVITT, conHISSIONER. carclina Trailways company, on 
May 12, ·1912, filed a proposal to construct a nev union bus 
terminal facility in the City of Elizabeth City at the 
intersection of Hughes Boulevard and Gregory street. Having 
received a letter from counsel for the Businessmen's 
Association of Elizabeth City protesting the proposed 
relocation of the present bus· terminal and requesting a 
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bearing, the Commission scheduled and held public hearing as 
captioned. 

Three employees of Carolina coach company testified·in 
support of the proposal and five residents of Elizabeth City 
testified aboUt various aspects cf the present and proposed 
locations and gave their opinions as to the effect of the 
proposal upon the business ccmmunity and traveling public •. 

In summary, the testimony for witnesses of Carolina coach 
Company, H. L. Creech, President, A. R. Guthrie, Director of 
Sales and Service, and J. E. Savin, Operator, ·tends to show 
that the present bus terminal located'in downtown Elizabeth 
city at the intersection of Fearing and Poindext~r Streets 
is not large enough and cannot he feasibly renovated to meet 
present and future needsi that it lacks parking space for 
customers a~d extra company eg~i~ment; that it lacks inside 
storage space for express; that it is accessible only via 
narrow and/or one-vay streets vhich are inadeguate and 
hazardous for the Company's large, intercity buses; that the 
present terminal is not located on nor conveniently near u. 
s. Highway 17 bypass which is the most desiralle route for 
intercity schedules which serve Elizabeth Cityi that 
Carolina coach operates eight schedules in each direction 
through Elizabeth City, all of which are important segments 
of passenger bus service between Norfolk and points to the 
north and Baleigh, Wilmington and points to the south; _ that 
the location of the present station adv~rsely affects the 
quality of service to the traveling public which i~ the main 
moves through Elizabeth City vithout ·utilizing the terminal; 
that the company considered various ~ites over a two-year 
period during which discussions were held with the city 
council, Public works Subcommittee, city Planning 
Commission, and representatives of the Urban Renewal 
Commission before purchasing the proposed site on the basis 
of judgment that it is favorably located and the price was 
within the financial limits cf economic feasibilityi that 
the Elizabeth City Planning Commission has approved the 
plans for the new bus terminal and the City Council of 
Elizabeth City has approved an amendment to permit bus 
stations in a c-3 districti and that Virginia Dare 
Transportation Company which utilizgs the terminal has 
approved the proposed terminal site. 

with particular referance to the proposed hus terminal, 
the testimony tends to show that the site is within the city 
limits, s_even-tenths of a mile from the present terminal, on 
Hughes Boulevard which is U. s. Highway 17 bypass; that the 
location is four blocks from the intersection of o .• s. 
Highway !58, which is th9 route utilized by the ·schedules of 
Virginia Dare Transportation companyi that Hughes Boulevard 
is a wide, four-lane stre~t on which motgl and restaurant 
facilities are reasonably accessible; that taxi, polic~, and 
fire protection services are provided to the new Site: that 
the Company has purchased the site and will spend 
approximately $100,000 on the nev terminal which will 
provide adequate accommodations for passenger and express 
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customers, restrooms, vending machine food service, custcmer 
and taxi parking; that taxi fare is 75 cents anywhere within 
the city limits for two passengers and would not a·aversely 
affect any person utilizing that mcde of travel within the 
City; that the proposed site and terminal compare favorably 
with facilities provided in other cities. 

With' reference to operating results experienced in 
Eliz abet·h City for the year ( 971 , testimony shows that 
originating passenger sales amo11nted to' $131,000 and express 
sales amounted to $17,000; that routing of Carolina's 
schedules to and from Elizabeth City would be over o. s. 
Highway j? bypass via ·the proposed terminal; that passengers 
on Virginia Dare Transportation company's buses traversing 
u. s. Highway 158 through the City would be allowed to get 
on and off at any point in downtown Elizabeth City; -that the 
new terminal will as in the past bg operated by a commission 
agent. 

Plr. Nelson P. 'Ratkins, Executive Vice Preside~t of the 
Elizabeth city Chamber of Ccmmerce, testified that· the 
Chamber adopted a resolution requesting disapproval of the 
proposed new terminal site .based on the opinion that removal 
from the central business district would be detrimental to 
the several businesses that depend on bus service for 
express shipments, to the segment of the· population which 
depends on bus service for t~ausportation, and to the 
economy of the city inasmuch as shoppers use bus service 
into the business district; that in his opinion the area 
south of the site of the present bus terminal encompasses 
the lowest income area in the City; that· there are 330 
members in the Chambe~ which encompa~ses Camden and 
Pasquotank Counties and 100 member-bUsinesses within a four 
or five block area of the present site; that the entire 
membership of the Chamber was not canvassed with reference 
to the resolution; that Belks, sears,. and other membet
businesses are located in southgat_e -Mall Shopping Center and 
elsewhere outside of the• downtown area; that the newspaper 
which i_s located across the street from the present terminal 
and utilizes the busL for express service is the best 
illustration of a business that would be adversely affectea 
by the proposal; that the present locat_ion is convenient t~ 
other businesses; that the Chamber is aware of the 
cnsatisfactory conditions at the present terminal; that 
overnight accommodations for the public i~ the downtown· area 
consist of ·two hotels and one tourist home which are 
admittedly quite old. 

Mr. Thomas s. carter, Assistant to t•he Chancellor of the 
Eli'Zabeth City state University, testified that for many 
University students buses provide the main mode of travel 
and that a financial hardship would be worked on •them by 
moving the terminal to a more distant (seven-tenths of a 
mile) proposed location; that the University wotild like to 
have a new bus terminal in the city. 
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Mr. James Harrell, City zoning Officer, testified that bus 
stations are allowed in a c-3 district under an amendment to 
the zoning ordinance adopted by the City. 

Mr. J. McNeil Duff, Executive Vice-President of First 
Union National Bank, Pre.sident of the .. Downtown Business 
Association, ind a member· of the Board of Trustees of the 
college of the Albemarle, testified that the College, 
through a grant, operates b11ses -to Mant1alo, Chowan, and
Bertie Counties, to provide free .transporta-tion to its 
sttidents; ·that the Downtown Business Association consists of 
approximately 85 members of .. the central business district 
and does not include·Southgate Mall Shopping Center; that 
from a purely banking service, t~g proposal would not affect 
the hank's busin~ss, but that be vas unable to evaluate what 
effect it vpuld have on their customers; that he had not had 
a customer complain because of the ptoposal to relocate the 
bus terminal. 

Mr. I.. s. Morrisette, Ford D~aler, testified· that the bus 
station should be moved to a place that is easier to get in 
and out of with expr~ss; that he believes his Company's 
express constitutes fifteen to twenty per cent. of the 1971 
express revenue of the Company; that he had a business 
downtown which was quite a _problem until he moved to his 
present location; that the new terminal location is a little 
farther tut easier for him to ~~ ach; that th·e price of 
property in dovnto~n Elizabeth City on the proposed, four
lane Elizabeth Street, in his opinion, would be prohibitive 
for bus stations; that a new bus station would be an asset 
to the ·city. 

Based upon the application of 
offered in public hearing," the 
the following 

the Company and the evidence 
Hearing commissioner makes 

FINDINGS OF FACT 

1- Carolina coach company holds ex~ensiVe intrastate 
common carrier authority av.er various i:outes in eastern and 
central North Carolina including routes and schedules which 
serve Elizabeth city. 

2.. Carolina Coach has maintained and operated its 
present buS terminal in downtown Elizabeth City since the 
early (930 1 s. The present terminal building is old, out
moded, and completely inadequate to serve the pr~sent and 
future needs ·of the traveling public and the company. The 
present site is entirely too small and the property cannot 
be feasibly renovated. The present location in downtown 
Elizabeth City impedes the movement on common .carrier 
passenger and express service and thus adversely affects the 
over-all quality of service to all other cities, towns, and 
communities which are also dependent upon the same buses 
which serve Elizabeth city. 
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3. There is substantial need for a new, modetn, ad.equate 
bus terminal at ,a location whic•h will be reasonably 
convenient to the using public, econoinically feasible for 
the Company, and which will contribute · to more efficient 
movement of intercl~y pass-engers and express. 

4. T-he plans, site, and location of the proposed 
terminal on Hughes Bo.ulevard meet-the gE!neral requirements 
imposed by the Commi'"Ssion in Bole R2-54. The proposed 
location on Hughes Boulevard (0: S. High-way 17 bypass) which 
is the-major north-south traffic artery serving the City and 
area, is within the city limits. 

CON CLO SION S 

G. s. E:2-275 authorizes and empowers. the North Carolina 
Utilities Commission to compel any common· carrier of 
passengers by motor vehicle operating under the provisions· 
of· the North Carolina Public Utili-ties Law and serving any 
municipality to· establish• and maintain a passenger· depot or 
station for the security, accommodation, ··and convenience of 
the traveling public. Accordingly, Carolina coach Company 
has maintained and operated a bus. passenger terminal 
facility in Elizab9th City for many years. The evidence is 
clear and all parties agree that the present bus terminal 
facility in Elizabeth city i~ inadequate, out-moded, and 
Should be replaced. The Haaring .commissioner is of the 
opinion. and concludes that the present site is inadequate 
and cannot be renovated to me9t the needs of the company and 
the traveling public, and furtber that the present location 
adversely affects the operation ·of common carrier passenger 
and express servic~.· The ~gw location will te reasonably 
convenient for the using public and will enable the Ccmpany 
to operate more efficiently vhil~ maintaining adequate bus 
service to Elizabeth City and the other points along this 
intercity route. The Hearing car.missioner concludes that 
the company has borrte the burden of proof and the petition 
should be approved. 

IT IS, THEREFORE, ORDERED: 

That Carolina Coach company be, and it is hereby, 
authorized to proceed with th9 construction and relocation 
of the· Elizabeth city Bus Terminal, according to plans and 
provisions containe~ in its proposal, at the proposed site 
on Hughes Boulevard in Elizabeth city, North Carolina. 

ISSUED BI ORDER OF THE COMMISSION. 

This the 16th day of March, 1913. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
katherine M. Peele, Chief Clerk 
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DOCKET NO. B-275, SUB qO 

BEFORE THE NORTH CAROLINA UTILITIES COMHISSIO_N 

In the Matter of 
Carolina coach company - Proposed 
Plan for a Nev Union Bus Terminal 
Facility in the City of Elizabeth 
city, North Carolina 

ORDER OVERRULING 
EXCEPTIONS AND 
AFFIRMING RECOMMENDED 
ORDEB 

HEARD IN: The Commission Bearing Room, Ruffin Building, 
Raleigh, North Catolina, on May 11, 1973, at 
2:00 P. M. 

BEFORE: Chairman Marvin -~• Wooten (Presiding) and Com
missioners Hugh A. Wells and Ben E. ·Roney. 

APPEARANCES: 

For the Applicant: 

Arch T. Allen, III 
Allen, Steed & Pullen 
Attorneys at Lav 
P. o. Box 2058, Raleigh, North Carolina 
Raleigh, North Carolina 

For the Protestant: 

R. T. Mullen, Jr. 
White, Hall & Mullen 
Attorneys at Law 
P. o. Box 304, Elizabeth City, NOrth Cat·olina 

For: Downtown Merchants Association-

For the commission Staff: 

Edward B. Hipp 
Commission Attorney 
217 Ruffin Building 
Raleigh, North Carolina 

WOOTEN, CHAIRMAN: The Recommended Order in this 
proceeding· was. issued by commissioner John W. McDevitt on 
March 16, (973, following public bearing on the application 
filed by carolina Coach company wherein said company 
proposed to construct a new union bus terminal faCility· in 
the city of Elizabeth City, North Carolina, at the 
intersection of Hughes Boulevard and Gregory Street. · on 
April 2, f 973, ExCeptions to the Recommended Order in this 
docket and a Petition for Rgviev were filed by Herbeit T. 
Mullen, Jr., Attorney at Law, for and on behalf of parties 
protestant. · 

After a careful review of this docket in its entirety, the 
Petition of Protestant, record of evidence, Bill of 
Exceptions, and able arguments and statement of counsel, the 
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Recommended order and entire record, the commission is of 
the opinion: 

J. That the evidence and record in this case warrants, 
justifies and supports all of the Findings of Fact set forth 
in the Recommended Order by Commissioner HcDevitt. 

2. That the evidence and record in this case is found to 
justify, warrant and support all of the Conclusions and 
orders set forth in said Reco~mended Order in this matter by 
Commissioner John w. McDevitt dated March J6, 1973. 

IT IS, THEREFOBE, ORDERED AS FOLLOWS: 

I• That all of the Exc3ptions filed· 1iy the parties 
protestant, and each of them, be, and the same are, hereby 
overruled, and the Findings of Pact, conclusions and order 
to which said Exceptions relate, are herety, made the 
Findings, conclusions and order of the Commission. 

2. That the 
16, 1973,. he, ana 
by the Ccmmission 

Recommended Order ent~red herein on March 
the same is, hereby ratified ana adopted 
as its Order., effective this date. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 23rd day of May, 1973. 

NORTH CABOLIHA UTILtTIES COMMISSION 
Kath~rine ft. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. B-7, SUB 87 

BEFORE THE HORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Greyhound Lines, Inc., 1400 ~est Third 
Street, Cleveland, Ohio 44113 - Petition 
for Cancellation of Lease Agreament with 
Carolina Coach Company, 1201 South Blount 
street, Raleigh, North Carolina •. 

RECOMMENDED 
ORtER DENYING 
PETITION TO 
CANCEL LEASE 
AGREEMENT 

HEARD IN: The commission tiearing "Room, One west t1organ 
Street, Raleigh, North Carolina, on February 
13, 1973, at 3:00 P. M. 

BEFORE: Hugh A. Well~, commissioner 
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APPEARANCES: 

Ppr the Petitioner: 

J, ·Rufftn Bailey 
Bailey,. Dixon, wOoten & McDonald 
AttOrneys at Lav 
P. o. Box 2246, Raleigh,, Nort·h carolfna 

For the Protestants: 

Arch T. Allen & Arch T. Allen, III 
Allen,. Steed & Pullen· 
Attorneys at Law 
P. a. Box 2058,- Raleigh, North Carolina 27602 

WELLS, " COMMISSIONER. This mat1;e"r c~me 
before Commissioner Wells sitting as Hearing 
3:00 P.M., February 13, 197·3, at· Raleigh, 
upon the Petition of Greyhound tines, Inc. 

on for hearing 
commissioner at 
North ·car·olina, 

Greyhound seeks the conimission • s permission tO cancel a 
tease Agreement en-t~red into on August I·,. 1.947, betveen it 
and the Carolina Coach company_, wherein Carolina leased to 
Greyhouna·cert~in franchi~ed• intrastate operating riglits 
between Le:Xington and Cbarlo,tta, North Carolina... · 

Upon notification. of .Greyhound's Petition, Carolina filed 
its response opposing the relief sought by Greyho\lnd, and 
requested that the mattet be.set for hearing. Both parties 
were present at the b-earing and were rePresented by counsel .. 
Greyhound presented thie oral testimony· · of Mr.; Robert L. 
Wilson, Director of Traffic for Gr'3yhound Lines,· East (the 
operating Division of Gteyhound having responsibility fdr 
North Carolina operations), and Carolina offered ·the oral 
testimony of Mr. Aaron cruise, Vice President - Traffic, 
Carolina Coach Company. The tes·timolly of both witnesses was 
illustrated and supporte~ by ex·bibits which ,:ire a part of 
the record. 

The record herein, the preceding orders of this Commission 
affecting the matters' under consideration _here, together 
with opinions of .the North Carolina , Suprenie Court 
interpreting commission Orders dealing with these matters, 
disclose the fact -necessary to reach a conclusi_on in this 
cause. These facts are clearly and succinctly summarized in 
the Response f!led herein by Catclina, and we accordingly, 
vith certain m·odi£ications, have adopted them into the 
Findings of Fact in this Order. The Gommission therefore 
makes the following 

FINDINGS OF FACT 

I• At the time of and prior to negotiations between 
Carolina Coach and Greyhound for the Lease Agreement which" 
is the subject matter of this docket, the competitive 
situation tetween Greyhound and Carolina Coach with respect 
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to Charlotte-Raleigh traffic and intermediate points 
including Lexington can be summarized as. £011011s: Carolina 
Coach operated between Raleigh and· Charlotte -ov.ar -two main 
routes, the so-called' northern route running bet.ween Raleigh 
and Charlott,e by • w,ay of Du.rham, -Burlington, Greensboro, 
Lexington, Salisbury and Concord. over u. S. Highways 70 and 
29 and the so-called southern roµte running between the two 
cities via Sanford, Biscoe ahd ·Albemarle, over u. s. 
HighWays I and 15 and N •. c. Highway _27. Greyhound had 
franchise authority over u. s. Highway 64 from Raleigh to 
Lexingtcn via Asheboro; .av.er u. ·s. HighVay. 52 from Lexington 
into Winston·-salem; over. u. s. Highways I 58 and 64 from 
Winston-Salem· to Statesville and over· o. s. Highway 21 and 
N. c.~ Highway 115 from Statesville into Charlotte. Carolina 
Coach was the only carrier having a practical and 
competitive route betw:een Ral3igh- and• ch·arl,otte and had 
provided adequate bus servica wtth·numerous and convenient 
schedules between the two cities ~nd to intermediate points 
for many years. The providing of motor bus service between 
Charlotte and Raleigh along its franchise routes constituted 
at that time, a·s it ·does at the present, one of the 
principal operations of Carolina Coach within the State of 
North Carolina. 

\ 
2. Some time prior to the · execution of the Lease. 

Agreement in question, Greyho·1n\1, . had acquired inll~!,gig: 
operating rights between Winston-Salem .and Charlotte via 
Lexington, which placed Greyhou.nd in the position of being 
able to operate between ~inston-Salem and Charlotte via 
Lexington for interstate.·traffiC:; but not fer intrastate 
traffic which had to be routed over the more lengthy -route 
between the points via Sta tasville. .In order that Greyhound 
would be able to transport its• intrastate passengers between 
Winston-Salem and Charlotte over the Lexington route, 
Greyhound requested that Carolina Coach lease to it 
intrastate operating rights- ovar Carolina coach's franchise 
route between Lexingt·On a_nd Charlette. To enable Greyhound 
to transport its intrastate passengers between· Winston-Salem 
and· Charlotte via Lexington in the same buses in which it 
transported _interstate passengers, but at the same tii:oe to 
enable Carolina CoaCh to continue to handle its same 
intrastate traffiC between Lsxington and Charlotte, and 
Raleigh and Charlotte~ Carolina coach and Greyhound entered 
into the Lease Agreement, dated August I, 19Q7, by which 
Carolina Coach leased t·o Greyhound the privilege of 
transporting over th'e Lexington i:oute ~ntrastate passengers 
origina:ting at or .moving through Charlotte destined for 
Winston-Salem and points ·beyond, and intrastate passengers 
originating. at or moving through Winston-Salem and destined 
for Charlotte or points beyond. As part of the terms and 
conditions of the lease, Grsyhound cove'nanted and agreed, 
amcng other things, (i) that it would operate vith closed 
doors bet ween Lexington and Charlotte and not pick up or 
discharge any intrasta·te passengers at any intermediate 
points along the route; (2) that it Would not operate 
through service without cha_nge of- bus· between Raleigh and 
Charlotte via Lexington over the existing ·Greyhound 
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franchise route between Raleigh and Lexington via u. .s. 
Highway 64 and over the leased _rcute between Lexingtcn and 
Charlotte, or comPete with Carolina ccach for intrastate 
traffic moving betveen Raleigh and. Charlotte; (3) that .it 
would not exchan9e intrastate fasseng0rs at Lexington 
between its schedules operated over its franchise routes 
into Lexington and any schedul9s operated over the leased 
franchise, irrespective of the point of origin or 
destination of such passenger; and (4) that it would not 
claim or seek any intrastate franchise right of any kind or 
nature whatsoever over the frBnchise route of Carolina Coach 
between Lexington and Charlotte, other than the rights 
granted under the Lease Agreement. 

3. The 
upon the 
G~eyhound, 
commission 

Lease Agreement of August I, 1947, was approved 
joint petition of both Carolina Coach and 

by Order of _the North CarOlina Utilities 
in nocket No. 414,8, dated October 10, 1947. 

4. At the request of Gr~yhound, Carolina Coach and 
Greyhound entered into an Amendment to the Lease Agreement 
of August I, 1947, which extended th€: term of said Lease 
Agr.eement for as long as the C'3rtificate· of Carolina Coach 
to aper.ate over the leased routa remained in effect. This 
Amendment, which was dated July 10, 1950, was approved upon 
joint ~etition of both Carolina coach and Greyhound by Order 
of the North Carolina Utilities canmission entered in Docket 
No. E-15, Sub 18, on-August Br f950. 

5. Following execution of the Lease Agre~ment and its 
approval by this commission in 1547, Carolina Coach and 
Greyhound continuously operated under its provisions until 
September of 1960 when Greyhound advised Carolina Coach that 
it considered the Lease Agteement no longer valid and 
reguested that it be cancglled by mutual consent. · Upon the 
refusal of Carolina Coach to consent t,o suCh. cancellation, 
Greyhound was directed by this commission to continue to 
operate under the Lease Agreement. Shortly therEafter, in 
October of 1960, Greyhound applied to the commission for 
add.i tional franchise authority involving operations between 
Raleigh and Charlotte and Lexington and Charlotte, both of 
which applications raised the issue of the interpretation 
and validity of th9 Lease Agteement. 

6.. In Docket No. E-7, Sub 56, fi-led with the commission 
on October Sr 1960, Greyhound applied for intrastate 
franchise authority between !sheboro and Charlotte over 
Highway 49, to combine such o~erations with operations then 
conducted by Greyhound between Asb~boro and Raleigh so as to 
provide through servic~ between Haleigh and Charlotte· via 
Asheboro.". Both Carolina coach and Queen City Coach ccmpany 
protested that application and Carolina Coach specifically 
pled the provisions. of the Lease Agreement of August I, 
!947, as a bar to any right of Greyhound to seek the 
franchise authority. Greyhound, on •the ether hand, 
contended that the Lease Ag7;9e.~ent was in restraint of 
tradg, violated G .. s. 75-1 3.nd was void. 'I·he !=Ommission 
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granted the franchise authority sought by Greyhound and 
vacated and voided the Lease Agreement to the extent that it 
vas in conflict with the granting of the authority. The 
Order of the Commission was appealed through the Superior 
Court 9f Wake county to the North Carolina Supreme court. 
In its decision reported in: Utilities commission v. coach 
~filE~!ll:, 260 N.c. ~3 (1963) the Court aff~rmed the Order of 
the Commission, but upheld tba! ·validity of the tease 
Agreement •. A.s to the modification of the Lease Agreement 
and the prior orders of the commission, the court stated, 
inte! ~!.!~: · 

11 At the i;ime of its execution in 1947, the lease agreement 
was approved by the Commis~ion at the joint request of 
Carolina and Greyhound. The law encourages ccoperation 
and agreements betve~n common carriers respecting their 
service to the public. G. s 62-1:2 I • 64 (a) • But the 
interest of the public is paramount and the commission has 
the authority to supervise and regulate common carriers 
for the protection of the public interest. G.s. 62-
121.48. Contracts between carriers affectiri.g service to 
the public are subject to the Commission·•s regulatory 
authority. Utilities Com111ission v. Motor Lines, 240 N.C. 
166, Bf S.E. 2d 40!J. A contract between public utilities, 
when formally approved by the commission, ~sin effect art 
order of the commission binding en each of the parties. 
Power Co. v. MembershiB Cor.E,Qration, 253 N.C. 596, 603, 
111·· s. E. 2d s 12. An order of the Commission is ,fti:ms 
faci.!1l just and reasonable. G. Se 62-26. f.O. This api:lies 
to orders approving contracts of public utilities. 
Utilities Commission v. Case1, 2lt5 N.c. 297, 96 s.E •. 2d 8. 
And the Commission may at any time, upon notice to the 
public utility affected and after o"pporttiriity is afforded 
the affected utility to be heard, alter or amend any order 
made by it. G.S. 62-26.5. • ••• (I)n the absence of 
statutory authority, and in the absence of any additional 
evidence or a change in conditions,. the Commission has no 
power to reopen a proceed-ing and mcdify· or set aside an 
order theretofore made by it .. •where the order was made 
in pursuance of an agreement entered into by the parties 
to the proceeding.' 73 c.J.S., Public -Utilities, s. 56 
(d), p. 1135. The Commission may n9t arbitrarily or 
capriciously rescind its order approving a contract. It 
must appear that such rescissicn is made because cf a 
change of circumstances requiring it in the public 
interest. Chicago Housing AuthoriU v. Illinois Com. 
Com•n•, 169 N.E. 2d 268 (Ill. J 960); Ce!!1rnl liQrtfil!~§1 .§. 
!1en 1 s Ass'n. v. Illinois C. Com•n., 168 N.E. 890 (Ill. 
1929)." 

11Tlie ccmmission correctly concluded that the lease 
agreement is not a bar tc the institution and maintenance 
of this proceeding. The terms and cClnditions of the lease 
agreement are relevant matters to he ·considered upcn the 
question of public convenience and necessity. !nd 
Greihound has the ~urden 2£ showing that fil!blic 
convenience and necessit1 ~fill!!ire modification and 
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rescission of the oraer ~.2.E!ovins the le!~ filJreement, and 
the granting of the application for franchise authority." 
(Emphasis added) 

1. In Docket No. B-7, Sub 57, also filed with this 
Commission on October 5, 1960, Greyhound applied for 
intrastate franchise· authority on the ·ro.ute frcm Lexington 
over u. s. Highway 29 to Charlott'3 which Vas· the same route 
over_ which Greyhound was operating ·under the terms of the 
Lease Agreement of August I, t9ll7. · In this proceeding 
Carolina coach als6 speCifically ~led the p~ovisions of the 
Lease Agreement as a bar to the seeking of the authority. 
The Order of the Commission gi;-anting the franchise a·uthority 
sought by Greyhound and, in effect, rescin~ing the Lease 
Agreement was appealed to the North Carolina supreme court 
where it vas consolidated for opinion with the Greyhound 
application discussed ·above. In reversing· the Order of the 
Commission, the court in Utilities Commission v. Cgach 
~ID..Efilll:, §!!.2£s!, held that the evidE!nce di'd not show, and 
that .the commission had not found, a -change of conditions 
requiring·, in the public interest, a rescission of thg 
Commission's order approVing the Lease .Agreement. 

8. Except as modified by the Order of the Ccmmission in 
Docket No. 8~7, Sub 56,· granting the Ashetoro-Charlotte 
authority to Greyhound, the Lease Agreement cf August I, 
1947, as amended, and the Orders of this Commission 
approving the Agreement have remained in full force and 
effect -and are in full_ force and effect at the present time. 

Based "upon the foregoing· Findings of Fact, the Com.mission 
~~~ that the terms of the original lease and its JUly 
10, 1950, Amendment are still binding upon the parties. 
According tO the terms of the 1950_ Atrendment, the .lease may 
be terminated only Upon ·cancellation by the Utilities 
Commission of Carolina's permanent Certificate (franchise) 
to operate its intrastate routes in North Carolina. This, 
of course, has not taken·place. The supreme Court stated 
very clearly in Utilities Commission v. Coach Compan_y, above 
cited, ·that this commission ·may not approve the cancellation 
of the sub:Ject_ lease absent a shoving of cirCumstances which 
require such cancellation in th~ RUblic interest (emphasis 
added). We conclude there is no such shoving in this 
record. To the contrary, the evidence .leads to the 
conclusion that the Lease Agreement has over the years had a 
stabilizing and salutary effect on the overall 
responsibility and capability of Greyhound and Carolina in 
providing _intras_tate bus passenger service in the areas 
affected by the Lease Agreement • 

. AC<;ORDINGLY, IT IS, HEREBY, ORtEBED: 

That the Petition of Greyhound to cancel and terminate its 
Lease Agreement of August I, 1947, as am9nded July 10, 1950, 
with Carolina Coach Company, bg, and hereby is, denied. 
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ISSUED BY ORDER OF THE COMMISSION. 

This the 3 I st day. of August, I 973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine, M. ~eeie,.C~ief Clerk 

(SEAL) 

DOCKET NO. B-15, SOB !70 
DOCKET NO. B-69, SOB 112 

BEFORE THE NORTH CAROLINA UTILITIEs·coMHISSION 

In the Matter of 
Car-olina coach compan·y -- Application - for 
authority to operate from G~eensboro over 
Interstate Highway 40 to Ju·nction North 
Carolina secondary -Road ! 850 near Colfax 
and return ove"r the same route serving 
no intermediate points. 

and 

) 
) 
) 
) 
) 
) 
) 
) 
) 

Que€n ·City Coach Compa.ny - Applicaticn for ) 
authorit-y to operate frOm Winston-sal'em over ) 
Interstate Highway 40 to Junction North ) 
Carolina Secondary Road 1850 ngar Colfax ) 
and return over the sa~e route serving no ) 
intermediate points. ) 

ORDER 
AP PROV.ING 
APPLICATIONS 

HEARD IN: The commission• s· He a ring Room, Raleigh, North 
Carolina. on· September 29, f 972. at I 0:00 A. t'I. 

BEFORE: Chairman Marvin R. Wooten 
commissioners John w. HcDevitt 
Rhyne. 

(Presiding), 
and Miles H. 

APPEARANCES: 

For the Applicants: 

Arch T. Allen 
Thomas Steed, Jr. 
Allen, Steed & Pullen 
P. o. Box 2058, Raleigh, North Carolina 27602 
Appearing for: Carolina Coach Company 

R. c. HOwison, Jr. 
Joyner & Howison 
Wachovia Bank Building 
Raleigh, North Carolina 
Appearing for: Queen city Coach Company 
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For the Protestants: 

J. Ruffin Bailey 
aailey, DiXon, Wooten ~nd 3cDonald 
P. o. Box 2246, Raleigh, North Carolina 27602 
Appearing for: Greyhound Lines, Inc. 

BY TRE COMMISSION: Ey afplication filed with the 
commission on June 2, 1972, carclina coach company, 1201 
south Blount Street, Raleigh, North Carolina (Carolina), 
seeks mc;itor passenger common carrier authority• to engage in 
the transportation of passengers, :their baggage, ·mail and 
light express in the same vehicle with passengers, from 
Greensboro over Interstate Highway 40 to junction N. c. 
Secondary Road 1850 near Colfax, and return oVer the same 
route serving no intermediate faints ~ith the following 
restrictiolls: 

I• Service at the junction of Interstate Highway QO and 
N. C. Secondary Road 1850 for interchange purposes 
only with Queen City Coa·ch Company, in the 
performance of a through bus service between 
Greensboro and Winston-Salem. 

2. No passenger may be transported whose entire 
between Greensboro and Winston-Salem, or 
Winston-Salem and Greensboro. 

ride is 
between 

By application filed with the commission on June 2, 1972, 
Queen city coach company, Ql7 West Fifth street, Charlotte, 
North Carolina (Queen) , seeks motor passenger common carrier 
authority to transport passengers, their baggage, mail and 
light express in the same vehicle with passengers, from 
Winston-Salem over Interstate Highway 40 to junction North 
Carolina Secondary Road (850 near Colfax, and return over 
the same rcute serving no intermediate points with the 
following restrictions: 

1- Service at the junction of Inter~tate Highway 40 and 
North· Carolina secondary Road 1850 for interchange 
purposes only with Carolina coach company, in the 
performance of a through b11s service b.etveen Winston
Salem and Greensboro. 

2. No passenger may be transported whose entire 
between Winston-Salem and Greensboro or 
Greensboro and Winston-Salem. 

ride is 
J;,etveen 

Both of the aboVe described applications were set for 
hearing in the commission•s Rearing Room, en September 29, 
1972r at 10:00 A. H., and notice thereof given by mail to 
the App-licants and to other motor carriers holding 
certificates or permits to operate in the territories 
proposed to be served by the Applicants. In addition, 
notices of the time and pl~ce of hearing, together with 
brief descriptions of the purpose of said bearing were 
published for tvo (2J successive weeks in neVspapers of· 
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general 
served. 
vith the 

circulation in the territories proposed to be 
Affidavits of newspaper publication have been filed 
Commission. 

Protests to both applications were timely fil~q by 
Greyhound Lines, Inc., 1400 West 3rd Street, Cleveland, Ohio 
(Greyhound), and intervention allowed by Commission order of 
September 27, 1972. The applications . are otherwise 
unopposed. 

At the call of the hearing, all parties _were present and 
represented by counsel. The two applica~ions vere 
consolidated for hearing over objection fro~ Protestant to 
such consolidation. 

The evidence for Carolina and Queen, herEinafter sometimes 
referred to as Applicants, tends to show that Applicants 
presently provide through service. between Greensboro and 
Winston-Salem by combining carolina•s existing franchise 
between Greensboro and High Point over N. c. Secondary Road 
1541 to the junction of N. c. Highway 68 and thence over N. 
c. Highway 68 to High .Point a_nd Queen•s franchise between 
High Pcint and ~inston-Salem over u. s. Highway 311; that 
said through bus-operations ar.e conducted under an equii:ment 
interchange agreement and that said through service is part 
of an overall service whiCh extends beyond Winston-Salem and 
Greensboro; that Applicants presently ·operate tvel ve (I 2) 
daily ~ound trips between Greensboro abd Winston-Salem uDder 
the interchange agreement; .that Applican~s• operation 
between Greensboro and Rinston-Salem is part of their 
through bus service westward to ASbeville and into Tennessee 
and that the operation between Winston-Salem and Greensboro 
is part of .their through bus service eastward, to ·Norfolk, 
to Beaufort and to Wilmington; that Applicants presently 
operate over all of -I-40 that is now open except the segment 
between Greensboro and Winston-Salem; that the purpose of 
this application is to acquire authority between ·Greensboro 
and Winston-Salem which vOuld permit through bus operations 
over all of I-40 that has beeri placed in service; that those 
buses or schedules that now serve High Point and other 
intermediate points vill remaia unchanged; that only · those 
buses presently operating in through bus service will be 
routed over I-40 between• Greensboro and Winston.-Salem; that 
if the application is approved, it is proposed that there 
would be operated over th':! I-40 route four sched\lles from 
Greenstoro to Winston-Salem and five schedules from Winston
Salem to Greensboro and the remaining schedules would remain 
unchanged; that a traffic survey taken by Applicants for the 
period June 15 through June 21, 1972, shoved a total of 
1,986 passengers travelling batween Greensboro and Wi_nston
Salem of which 184 were passeng~rs whose entire ride was 
between the two cities; that these amounts annualized 
indicate that the total passengers to be transported between 
the two cities would- be '106,649 out of which 9,881 would be 
passengers whose entire ride would_be between Greensboro and 
Winston-Salem; that a large number of passengers would 
benefit from the I-40 route between the two cities which is 
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more direct, .faster, s<lfer, gives a more comfortable r~de 
aDd results in economics in op~ration as- compared to the 
present route which is. not- cont.rolled a.ccess hi_ghvays and 
which was not engineered for today•S traffic; that based on 
the shorter mileage over the· I-110 · ~cute, Appl~cants_ -.estimate 
that they woul_d re&Lize ·an ann~al savings of $12,308 in 
operating expensef!; that_ since Applic.ints . vill. ~a.rry no 
passenger vhose entire ride i~ wholly bet-ween ·Gr_eensboro and 
Winston-Salem and since the tillie. tal:leS will re·main 
essentially- the same, that -the ccm.pe·titiVe ,position between 
Appli_cants and Ptotestan_t will rem·ain e·ssentia~ly the same 
a_s. a~ present and that the proposed service over I-f.10 · vouid 
not ~ndanger •Or- impair .the.- operations, of P.rotestant. 

Th.e evidence further tends . tO show 
applications are granted that there. vill, he no 
service ··to and from High Point since the 
serving High Point. will remain unchEl.ng~d· •. • 

that if ,the 
di11iD.ution ·of 
schedules now 

·protestant, Greyhound, presented ,no exhil:it-s·, and no 
witnesses; however, ·Applican_ts• Ez:hibit No. I I' is a porti·on 
of Greyhound's intrastate franchise as- it.appears o~ Second 
Revised Page 3-3 cancels First Page 3-·3 and shO.vs that 
Protest~nt hol_ds· , authority from Winston-Salem to 
Kernersville over N. c. Hi,ghvay · 1 so and a. s. Highway 421; · 
thence to Greensboro_ ove~ cr. s. Highway f.121 via Colfax, 
Friendship and Guil_ford Collega, serving all · intermediate 
Poin_ts and that in addition, Frotestant· operates over a 
portion .of another •h"igh"Way leading from Winston-Salem toward 
Kernersville and over I-40 from Winston-Salem to 
Kernersville, serving all int9rmediate points aDd thence· 
Over I-40 to Greensboro as an alternate ro'ut~ serving no 
intermediate points on that por~ion of I-40. 

Briefs were filed. 

Upon consideration of the applications, ~the 
adduced in this proceeding, all ·cf the exhibits 
briefs filed, the Commission makes the fo~lowing 

FINDINGS OF FACT 

evidence 
iina the 

(I) That Applicant, Carolin:i coach Comp~n·y, is the holder 
of Passenger Common Carrier certificate No. B-15·, heretofore 
issued tO it. by this Commission, under which it holds 
authority to furnish regular route passenger service between 
Greensboro and High Point over N. c. Sec6ndary Road t5f.ll to 
the junction Of~N. c. Highway 68 and thence over N. c. 
Highway 68 to High Poi~t, 

t2) That Applicant, Queen City Coach Company, is the 
holder of Passenger Common Carrier certificate No. B-69, 
heretofore issued to it by this Commission, under which it 
holds authority to furnish regular route passenger service 
between_ Winston-Salem and High Point over u. s. Highway 311, 
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(3) That Protest"nt, Gr•syhound Lines, Inc., iS the holder 
of Passenger Common Carrier certifica·te No •. B-7, heretofore 
issued to it by this Commission, under vh·ich it holds 
authority t,:, furnish regular route througb passenger service 
between Winston-Salem and Greensboro over old Highway Q21, 
N. c. Highway 150, u. s. Highway ~21, lnterState 40 and/or 
combinations of said highways, serVing all intermediate 
points except that portion of I-40 between Kernersville and 
Greensboro which is served as an alternate· route for 
operating convenience only with no service · to intermediate 
points, 

(4) That by virtue of an equitment ·interchange agreement, 
Carolina Coach company and Quean City Coach company furnish 
through service between Winston-Salem and Greensboro v.ia the 
routes enumerated in Findings· of Fact (I) and (2), 

(5) That the through ser~ice which Applicants jointly 
provide between Greensboro and· Winston-Salem is in 
connection with a generally· east-vest service tetween pcints 
east of Greens.bore and points vest of Winston-Salem, while 
the Greyhound service between Greensboro and Winston-Salem 
is in connection vith its ganerally north-south service 
between points north of Gr9ensboro and points south of 
Winston-Salem, 

(6) That because of the nature. of the operations of 
~pplicants and ProtestaDt eztending beyond Greensboro and 
Winston-Salem, one being generally an east-west operation 
and the other generally a north-south operation, and because 
of the restriction that Applicants may not carry any 
passenger whose entir.e ride is between Greensboro and 
Winston-Salem, very few, if any passengers would be diverted 
from Protestant's to Applicants' buses as a result of being 
routed over I-40 between Greensboro and Winston-Salem, 

(7) That although Applicants do not propose to pick up 
and discharge passeng~rs betvegn Greensboro and Winston
Salem er to carry any passenger whose entire ride is between 
the two cities, Applicants do propose to offer servic9 to 
passengers travelling through one or both of said cities to 
points east thereof arid points vest thereof and that a 
franchise for said service is appropriate since the public 
convenience and necessity therafor has already been 
established by the passengers 3lready being transported 
between Greensboro and Winston-Salem whose origin or 
destina~ion was beyond -GreenBbaro and Winston-Salem or both, 

(8) That Applicants' proposed joint operation over I-40 
will not be in addition to existing authorized service 
between GreenSboro and Winston-Salem because the same 
service between these termini is presently being provided by 
Applicants over the longer rout~ and that the reduction in 
time and the increased comfort, security, and convenience to 
through passengers which will result from the use of the 
sborter, safer I-flO route will be _in the public inter.ast, 
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(9) That Applicants will continue ~o provide reasonable 
and adequate serv~ce on their existing regular service 
routes between Winston-Salem and High Point and·betveen High 
Point and Greensboro and on their combined operation over 
said routes between Winston-Salem and Greensboro via High 
Point, 

(I 0) That the joint "through bus 11 operation over 
Interstate Highway 40 between Winston-Salem and Greensboro 
proposed by Applicants will afford a safer, more convenient, 
more efficient and more econcmical operation without 
materially changing the competitive situation between 
Applicants and Protestant, 

(I I) That public convenience and necessity require the 
service proposed by Carolina coach Company in Docket No. B-
15, Sub 170 and by Queen City Coach company in Docket No. B-
69, Sub 112, subj,e,ct to the restriction that 11 Service at the 
junction of Interstate Highway 40 and North Carolina 
Secondary Road 1850 for intercbanga purposes only· between 
Carolina and Queen, in the performance of a through bus 
service between Greensboro and Winston-Salem" and the 
restriction that "No passenger may be transported whose 
entire ride is between Greensboro and Winston-Salem, or 
between Winston-Salem and Greensboro, and 

(12) That Applicants, Carolina ~each Company and Queen 
city Coach Company, are fit, willing and able to properly 
Ferform the proposed service on a continuing basis. 

CONCLUSIONS 

Applicants are major common carriers of passengers. They 
are both members of the Natio.nal Trailways Sy.stem and by 
means of coordinated time schedules and equipment 
interchange agreements between themselves and with other 
Trailway carriers, they provide through service without 
change of bus between a large number cf points throughout 
the State and Nation. As here p~rtinent, they conduct such 
operations between Greensboro and Winston-Salem as 
intermediate points on their regular routes, leading toward 
and extending beyond Greensboro and Winston-Salem. 

Protestant is a major nationwide common carrier of 
passengers arid prov.ides through service without change of 
bus between numerous points throughout the State and Nation 
over its own authorized routes. Greensboro and Winston
Salem are intermediate points on PrOtestant•s regular routes 
leading toward and extending beyond Greensboro and Winston
Salem. Because of its unrestricted local franchise between 
Greensboro and Winston-Salem, Protestant is authorized and 
required to furnish local service to intermediate points and 
most of its authorized routes between the termini. 

Had the Applicants• authorized service 
Winston-Salem and Greensboro via High Point, 
joint operation is conducted, teen held 

routes between 
under which the 
exclusively by 
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either Applicant, this app'lication woul·d not have been 
necessary. The holder of the franchise could have si'mply 
filed a notice of deviation under this commission's Rule R2-
71, under"vhich rule the mattar would have been considered. 
Authority tO deviate from a regular service route under R2-
71 does not require ·a s~oving of public convenience and 
necessity. Under the circumstances, however, since the 
Deviation Rule R2-71 does not contain a. provision for tvo 
carriers vith connecting .,franchises to qualify under said 
rule, these applications for certificated authority were 
filed. 

Applicants have shown -that they presently o'perate through 
service between the termini involved over a practicable and 
feasible route under appropriate a·uthOrity from this 
Commission; that Applic~nts jointly are an effective 
competitor of Protestant by reascn of handling a substantial 
amount of traffic between these termini, and that the 
competitive situation will not be materially changed tc the 
detriment cf Protestant or iD a manner which amounts to a 
new service. Under the circumstances, the Commission 
concludes that the granting cf tb9 applications herein will 
have little or no adverse affect ·on the overall operations 
of Protestant, and that the advantages and benefits to the 
using public will far outweigh any minor disadvantages which 
might be envisioned by Protestant. 

With regard to contention of Protestant that G. s. 62-262 
(f) prohibits the Commission from granting~ certificate for 
the transportation of passengars to an applicant proposing 
to serve a route already served·, the· supreme court of Noi::.th 
Carolina in the State of. North c.arolina ex rel Otil!~ 
Commission v. Queen City coach Com£any, 233 N. c. 119, 
among other ·things, .had this to say: 

11 The mere fact tha't the two carriers will use the 
same highway for a short distance does not require the 
denial of the application !n· t_o!g. A traversing· of the 
same highways for certain distances by competing carriers 
may readily become necessary in the public interest and in 
such an instance,. mor9 than one certificate may be 
granted, subject to such rastrictions as will protect the 
authorized carrier in res_pect of that part of the highway 
to be traversed by both. !1 

The Commission concludes that the applications of Carolina 
coach company and Queen city Coach company herein should be 
granted with the restrictions as contained in the 
applications, with the provision that each carrier will be 
required to maintain reasonable and adequate service over 
their appurtenant service routes into High Point, North 
Carolina, and . with the further restriction that the 
authority granted herein except upon authorization of the 
commission, shall not be severable by sale or otherwise from 
the carriers appurtenant underlying service routes into High 
Point, N. c., all as _more fully described in Exhibit A in 
each carriers docket number attached hereto. 
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IT IS, THBREFORE, ORDERED: 

(I) That· Passenger Common Carrier Certificate No·. B-1 S, 
hel.d by" Carolina CO~ch Company, ba; a.nd the same is; hereby 
amended to include the authori:ty more particularly: described 
in Carolina Coach ... Compa'ny•s Ex~ibit- A· attached beret·o and 
made a part hereof. 

(2) That Passenger ·coDlmon carrier Certificate No. B-.69., 
heretofOre issued. tc Queen City Coa_ch ·company• -be, and the 
same is, hereby amended to include the authority more 
particularly described in Queen -City Coach· company's Exhibit 
A attached hereto and made a part hereof. 

(3) That Carolina Coach company ,and ·Queen ~ity Coiich 
company shall comply with the rules and regulations of the 
Commission and institute operations under the· authority 
herein granted within thirty (30) days from the date of this 
order. · 

BY ORDER OF THE COMMISSION. 

This the 7th day of March, 1973. 

(SEAL) 

NORTH CAROLINA pTILITIES COMMISSION 
Katherine K. Peele, Chief Clerk 

Carolina CoaCh company 
Raleigh£ North Carolina 

EXHIBIT A (I) 

EXHIBIT A (2) 

RESTRICTIONS: 

To transport passengers, their baggage, 
mail and light ei:press over the follcving 
routes and between the.following points 
subject to restri~tionS contain,ed herein. 

From Greensboro· ·over Interstate Highway 40 
to junction North carol~na secondary Road 
1850 near Colfai:, and return over the same 
route serving no intermediate points. 

service at the junction of Interstate 
Highway 40 and North catclina 
secondary Road 1850 for interchange 
purpos~s cnly with Queen City Coach 
Company in the performance of a 
through bus sErvice between 
Greensboro and Winston-Salem. 

2. No passenger may be transported whose 
entire ride is between Greensboro and 
Winston-Salem or between Winston
Salem and Greensboro ... 

3. The authority granted herein except 
upon authorization of the Commissiori·, 
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shall not be severable by sale or 
othervisa from the above named 
c;arrier I s appu~tenant· unaerlying 
service route between Greensboro arid 
High Point, North~carolina over N. c. 
SecondarY Road .1541 to junction of N. 
C. Highway 68 and thence over -N. c. 
Highway 68 to High Point, described 
in·C'ertificate No _ _. B-1s. 

4. Carrier vill b~ reguired to maintain 
reasonable and. adequate service over 
the appurtenarit service route 
described above. 

Queen City Coach Company 
Charlott~ North carQlina £grtificate No. B-69 

EXHIBIT A (I) 

EXHIBIT A (2) 

RE'STRICTIONS: 

To tran~port passengers, their baggage, 
mail and light e1press over the follcving 
routes and between the following points 
subject to restrictions contained herein. 

From Winston-Salem over Interstate ·Highway 
40 to junction North Carolina Secondary 
Road 1850 near·coifax, and return over the 
same route se~ving no.intermediate points. 

I • service qt the junction of Interstate 
Highway 40 and North Carolina 
Secondary Road (850 for interchange 
purposes only with Carolina Coach 
Company in the performance of a 
through bus service between 
Greensboro and Winston-Salem. 

2. No passenger may be transported vhose 
entire ride is between Winston-Salem 
and Greensboro or between Greensboro 
and Winston-Salem. 

3. The authority granted herein except 
upon authorization of the Commission 
shall aot be severable by sale or 
otherwise frgm atove named carrier's 
appurtenant underlying service route 
between W.inston-Salem and High Point, 
North .Catalina, over U. s. Highway 
311 described in certificate No. B-
69. 

4. Carrier. will be required to maintain 
reasonable and adequate service over 
the appurtenant service route 
described above. 
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DOCKET NO·. B-2q2, SOB I 5 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Charlotte City Coach Lines, Inc., J 
707 North Brevard Street, Charlotte, ) ORDER 

GRANTING 
APPLICATION 

North Carolina - Application for ) 
Temporary and Permanent Passenger ) 
Common Carrier Authority ) 

BEARD IN: The Commission Rearing l~ooni, Ruffin Building, 
Raleigh, North Carolina, o~ November I, 1973. 

BEFORE: Chairman Harvin n. Wooten (with Ccmmissioners 
Hugh A. Wells and Beh Ea Roney to read the 
record and participate in the decision) 

APPEARANCES: 

For the Appl_icant~ 

Thomas w. Steed, Jr. 
Allen, Steed and Pullen 
Attorneys at Lav 
P. O. Box 2058, Raleigh, North Carolina_27602 

For the commission staff: 

Robert F. Page 
Assistant Commission Attorney 
North Carolina Utilities Commission 
P. O. Box 991 - Ruffin Boilding 
Raleigh, North Carolina 

John R. Holm 
Associate Commission Attorney 
North Carolina Utilities Commission 
p·. O. Box 991, - Ril.ffin Building 
Raleigh, North Carolina 

BY THE COMMISSION. on July 3, 1973, Applicant filed with 
the Commission its application for temporary and permanent 
authori.ty to transpoi:-t passengers and their baggage from 
Charlotte to the south Carolina-North tar·olina line at 
Carowinds Theme Park over Interstate Highway 77 and over 
North _Carolina Highway 49. The proposed operations would be 
restricted to passengers whose entire ride is between 
Charlotte and Carowinds and there would be no pickup or 
discharge of passengers at any intervening point between the 
Charlotte city limits and Carowinds Theme Park. The entire 
reguested authority is five (SJ miles o"ne way over routes 
presently served by Queen City Coach Company and Carolina 
Scenic Stages. By Order dated July II, 1973, the Commission 
granted the temporary operating authority reguested in the 
Application and set the Application for hearing on October 
ii, 1973. Notice of the h~aring was served on the ether 
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carriers having operating rights iu the territory by mailing 
a copy of the Commission Order. No interventions or 
protests were received. On October 8, 1973, Applicant moved 
that the hearing. be postponed from October 11, 1973, until a 
later date because of una.vaila·bility .of witnesses. By 
Commissi•on Order dated Octolier 11, t 97.3, the hearing vas 
con.tinned until November 1·, 1.973. 

At the hearing, testfmon.y vas. taken from Thcimas E. Combs, 
general Manager of App-lie ant, · concerning· the fitness of 
Applicant to provid~ the proposed Service ana the success of 
the operatioll.e:; conducted under the tem-porary authority 
heretofOre granted. several pub~ic witnesses, who were in 
attendance. to attest to the need and demand for the proposed 
service, were tendered to the CoGmission for questions. The 
Commission took judicial notice of. its records and files 
concerninef Applicant and the proposed dpera~ions. No one 
appeared at the bearing in opposition to the, granting of the 
authority requested herein. Upon consideration of the 
Application, the evidence ad·duced at the hearing and the 
record as a whole, the Commission makes the following 

· FINDINGS OF FACT 

1. A'pplicant is currently the holder 
B-242 issued by this Commission and is 
thereunder. 

of Certificate No. 
tendering service 

2. Public cOnvenlerice and necessity require the proposed 
service i1y addition to existing autho~ized transportation 
service. 

3. Charlotte city Coach Lines, Inc. is fit, willing and 
able to properly perform the proposed service. 

4. Service rendered under thiS nev authority will not 
interfere with, affect or harm, financially or otherwise, 
the- services heretofore rend-a,red by AppliC:an·t pursuant to 
p~eviQusly granted authority. 

5. Charlotte city :oach Lines. Inc. is qualified 
financially and· otherwise to acquire the route s.ought and to 
provide adequat·e service thereon on a cont~nuing basis. 

Whereupon the commissioii reaches the. followin·g 

CONCLUSIONS 

Based upon the Application, the evidence presented, the 
reco~d as a whole and the foregoing Findings_ of Fact, the 
Commission concludes that the proposed ·service is in the 
public interest; that there is a need and demand for such 
service in addition to existing authorized service, which 
heed can best be met by Applicant; that the prop6sed service 
will not. unlawfully affect service to the public by other 
public utilities; that the Applicant is fit, villin_g and 
able to perform the proposed service; that the ApPlicant is 
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solVent and financially able to furnish adeguate service on 
a· continuing basis; and that the Application should be 
approved. 

IT IS, THEREFORE, ORDERED as follows: 

1. That the Application of Charlotte· City Coach Lines, 
Inc. for additional authority to operate as a motor 
passenger common carrier as· more particularly described in 
Exhibit A attached hereto and made a part hereof be, and the 
same is, hereby app~ove~. 

2. That Charlotte City Coach Lines, Inc., to the extent 
that it has not don·e so, shall file with the Commissi'On 
evidence of insurance, ·tariffs of fares, 1:ates and charges, 
timetable and list of egUipment to be' used in conjunction 
with th8 authority herein granted, and otherwise comply with 
the rules and regulations of the co~mission and institute 
operations under the autho:tity herein acquired 11ithin thirty 
(30) days from the date this order is issued. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 5th day of November, 1913-. 

(SEAL) 

llORTH CAROLINA UTILITIES COMMISSION 
Katheri~e ft. Peele, Chie~ Cleik 

CHARLOTTE CITY COAC~ LINES, . INC. 
107 North Brevard Street · 
Char~ott~_ North-£_aroli,,n.,a~---

EXHIBIT A Transportation of passengers and their baggage 
over the, following routes and· highways: 

(a) 

(bl 

From Charlotte over Interstate Highway 77 
to North carolilla-South Carolina line, and 
return. 

From Charlotte over N. c. Highway 49 to 
carowin"ds Theme Park, and return. 

(Operations over these Loutes are restricted to 
passengers whos.e en tire ride is between 
Charlotte and carovinds Theme Park and 
restricte·a against the pickup or discharge of 
passengers at any intervening points between 
the city limits of Charlotte and caroVinds 
Theme Park.) 
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DOCKET NO. B-30, SUB 46 
DOCKET NO. B-15, SUB 171 

BEFORE TH~ NORTH CAROLINA ·UTILITIES COMMISSION 

In the ~atter of 

·DOCKET NO. B-30, SUB 46 ) 
Application of Southern Coach Co~pany to ) 
operate between Raleigh, N. c._, and ) 
intersection of N. c. 54 and N. c. 55 ) 
near Lowes Grove as· follows: From Ral~igh ) 
to Park Plaza (Research Triangle Park, ) 
N. C.) over I-40, thence over N. c. 54 ) 
to the intersection of N. c. 54 and N. c. ) 
55, near Lowes Grove, and return over same ) 
route serving intermediate points. Between ) 
Park Plaza (Research Triangle Pa.rk, N. c.) ) 
and Durham, N. c., over !-40, and return ) 
over same route serving intermediate points. ) 

and 

DOCKET NO. B-15, SOB 171 
Application of Carolina Coach Company to 
operate from Durham over the Durham North
South Expressway _to junction Interstate 
Highway ~O, and thence over Interstate High
way 40 to junction North Catalina secondary 
Road 1959 near Nelson, and return over the 
same route serving all intermediate points, 
and Park Plaza Service Area from junction 
Interstate Highway 40 and Davis R6ad 

, , 
I 
) 
) , 
) 
) 
) 
) , 
) , 

RECOMMENDED 
ORDER 

BEARD IN: The Commission Hearing Boom, Ruffin Building, 
Raleigh, North Carolina, on Oct6ber 20, 1972, 
and January 4, 1973 

BEFORE: Hearing Commissioner Harvin R. Wooten 

APPEARANCES: (DOCKET NO. B-30, SUB 46) 

For the Applicant: 

Clarence H. Noah 
Attorney at L·aw 
1.425 Pa -rk Drive 
Raleigh, North Carolina 27605 

P. Kent Burns 
Attorney at Lav 
Post Office Box 1406, Raleigh, North Carolina 27602 
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For the Protestants: 

Arch T. Allen and Thomas Steed, Jr. 
Attorneys at Law 
Post Office Box 2058, R~leigh, ·North Carolina 27602 

For: Carolina coach company 

For the Respondent: 

J. Ruffin Bailey and Ralph McDonald 
Attorneys at Lav 
Post Office •Box 2246, Raleigh, North Caroliha 27602 

For: Greyhound Lines, Inc. 

(DOCKET NO. B-15, SOB 111) 

For the Applicant: 

Arch T. Allen and Thomas steed, Jr. 
Attorneys at Law 
Post Office Box 2058, Raleigh, North Carolina 27602 

For the Protestantr 

Clarence H. Noah 
Attorney at Law 
1425 Park Drive 
Raleigh, North Carolina 27605 

F. Kent Burns 
Attorney at Lav 
Post Office Box 1406, Raleigh, North Carolina 27602 

For: Southern Coach company 

For the Respondent: 

J. Ruffin Bailey and Ralph McDonald 
Attorneys at Lav 
Post Office Box 2246, Raleigh, North Carolina 27602 

For: Greyhound Lines, Inc. 

WOOTEN, HEARING COMMISSIONER: on August 10, 1972, 
southern coach company filed in nccket No. B-30, Sub 46 
application for a common carrier franchise to transport 
passengers, their baggage, mail and light express over .the 
following routes: 

(a) Between Raleigh, N. c. and intersection of N. c. 54 
and N. c. 55 near Loves G~ove as follows: 

From Raleigh to •Park Plaza (Research Triangle Park, 
N. c.) over I-40, thence over N. c. 54 to the 
intersection of N. c. 54 and N. c. 55, near Lowes 
Grove, and return over same route s~rving 
intermediate points. 
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(b) Between Park Plaza (Resaarch Triangle Park, N. C.) 
and Durham, N. c. ov3r I-40, and return over same 
route serving intermedi~te points. 

By order of August f7, 1972, Notice of Application and 
Hearing was forwarded to Queen City Coach Company, Greyhound 
Lines, Inc., Southern Coach company, Carolina ccach cc11pany 
and Central Buslines of Nortb Carolina. 

On August 28, 1972, Carolina Coach Company filed protest 
and motion to intervene in the aFplication of Southern coach 
Company. 

In Docket No. B-(5, Sub 171, 
Coach company made application 
common carrier franchis~ to 
baggage, inail and light express 

on August 22, 1912, Carolina 
to the Commission fo~ a 

transport passengers, their 
over the following routes: 

From Durham over the Durham North-south Expressway to 
junction Interstate Highway 40, and thence over Interstate 
Highway 40 to junction North Carolina Secondary Road 1959 
near Nelson, and return over th~ same route serving all 
intermediate points, and Park Plaza Service Area from 
junction Interstate Highway 40 and Davis Road. 

On August 
Application 
City coach 
Company and 

25, 1972, the cccmission issued Notice of 
and Hearing to Carolina coach ccmpany, Queen 

Company, Grayhcund Lines, Inc., southern coach 
central Buslines of North Carolina. 

Upon receipt of certain letters treated by the commission 
as motions filed by counsel for Carolina coach Ccmpany 
requesting that the he,1rings previously sat in the two 
captioned dockets for September 26, 1972, be continued, and 
by counsel for Southern Coach Company opp.osing any 
continuance, the Commission by order of September 7, 1972, 
indicated that these applications present issues and 
questions regarding bus servica in the Research Triangle 
area generally, and the Commissicn, therefore, ordered that 
Greyhound Bus Lines, Inc., be made a pa.i:ty-respondent · to 
this matter in order that the Commission could consider the 
impact of these applications on bus service in the Research 
Triangle Area. The Commission's Ceder of September 1. 1972 
continued the proceedings until October 20, 1972, and 
consolidated the two applications for bearing. 

This matter vas called for haai:ing or. October 20, 1972, at 
which time certain public witnasses and a representative of 
southern Coach company testified and cei:tain exhibits. were 
fil~d. The matter vas recessed to be reset at a later date. 

on Deeember 12, !972, an Order was issued by the 
commission scheduling resumpticn of hearing for Januarv 4, 
1973, at which time the testimony of certain pUblic 
witnesses and a representative of Carolina Coach Company 
testified and certain exhibits were introduced. 
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the proceedings, the parties were. 
from the date of the mailing of the 

which time to file briefs and 
and conclusions of law. Said 
and ·conclusions were filed by the 

Upon the record of 
allowed thirty (30) days 
last transcript within 
proposed findings of fact 
briefs, proposed findings 
parties. 

Based upon the entire record of this proceeding, the 
Hearing Commissioner makes the fellowing Findings of Fact 
stated separately vith re~_pect to each docket: 

FINDINGS OF FACT 
DOCKET NO. B-30, SUB q6 

(I) The applicant, Southern coach company, is a common 
carrier of passengers by motor · vehicle Operating over 
in.trastat,e franchise routes vitbin the state of North 
Carolina as authorized by certificate of Public Convenience 
B-30 issued by this cofumissicn which routes include the 
franchist route between Durham. and Wilmington which runs 
generally along N. c. Highway 55 between Durham and Newton 
Grove via Holly Springs and along a. s. Highway 421 between 
Newton Grove and Wilmington. and a franchise route which runs 
from N. c. Highway 55 at Holly Springs to Raleigh via N. c. 
Secondary Road I 152 and 1009. In addition to its regular 
franchise authority southern Coach· holds leased authority 
from Carolina coach ·company between Raleigh and Fuquay
Varina over u. s. Highway 401. 

(2) By this application southern coach is seeking 
authority over two additional franchise routes as follows: 

(a) Between Raleigh, N. c. and intersection of N. c. 54 
and N. c. 55 near Lowes Grove as follows: 

From Raleigh to Park Plaza (Research Triangle Park, 
N. C.) over I-40, tfJ,ence over N •. c. 54 to the Intersection 
of N. c. 54 and N. c. 55, near Lowes Grove, and return 
over same route serving intermediate points. 

(bl Between Park Plaza (Besearch Triangle Parkr N. C.) 
and Durham N. c. over I-40 and return over same route 
serving intermediate points. 

(3) The protestant, Carclina coach Company is also a 
common carrier of passengers by motor vehicle operating over 
intrastate franchise routes within the State of North 
Carolina as shown on- Certificat9 of Public convenience No. 
B-15 issued by this commission including franchise routes 
between the cit'ies of Durham and Raleigh, · and intermediate 
points. Included within these routes, Carolina coach 
Company has authority over I-40 from Raleigh to its junction 
with N. c. Secondary Road 1959 near Nelson, and over N. c. 
Highway 54, which franchise routes are sought to be 
duplicated by that part of the ap~lication of Southern coach 
company described in subparagraph 2 (a) above. 
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(4) Prior to April llJ, 1912, Southern Coach Ccmpany· and 
Carolina Coach Company were parties to a Lease of Equipment 
Agreement by wh.ich the companies affOrded passeng~rs 
traveling between Wilmington and pcints on U. s. 421 east of 
Raleigh and Durham a through bus service without change of 
bns via Raleigh, such passeng3rs being carried over the 
Southern Coach franchise betwe3n Wilmington and Raleigh over 
a. s. Highway 421 . and over tba Carolina Coach company 
franchise between Raleigh and Durham over u. s. Highway 70. 
This Interchange Agr_eement also involved a joint operation 
with Virginia Stage Lines, Inc., over its franchise routes 
between Durham and Danville, Virginia. The agreement vas 
terminated effective August 14, 1912 as a result of the sale 
of this latter authority by Virginia Stage ,Lines, Inc. 
Although Carolina coach Company expressed its willingness to 
continue the interchange arrangement.in connection with the 
Wilmington-Durham operations, southern coach elected not to 
do SQ and since that date each carrier has operated over its 
ovn respective franchise route with no interchange of 
equipment at Raleigh. 

(5) The only evidence of public need for transportation 
service presented by the applicant, Southern Coach Company, 
was the· testimony of the public witnesses expressing the 
desire for bus transportation between Wilmington and other 
points on u. s. Highway 401 and Durham without the necessity 
of having to change buses. T.bese passengers are now 
transp·orted by southern Coach Company over its franchi·se 
route on u. s. Highway 42! into Baleigh and delivered to 
Carolina Coach company for transporta.tion•into Durham over 
u. s. Highway 70. Th~ through non-change of bus service 
which these witnesses request can at the present time be 
provided by southern Coach company over its own existing 
franchise authority via u. s. Highway 401 and N. c. Highway 
55 directly into Durham. 

(6) The mileage along the Southern Coach company existing 
franchise routes between Durham and Holly Springs and 
between Holly Springs and Ral~igh is approximately 42.8 
miles requiring a running time of 59 minutes as compared to 
a mileage of approximately 22.: miles along the present 
Carolina Coach company route between Durham and Raleigh over 
u. s. Highway 10 which requirgs a running time of 32 
minutes. The Southern Coach Company Durham-Holly Springs
Raleigh route involves roads with many bills, steep 
inclines, many unbanked curves, many intersections with stop 
lights and speed limits reflecting 55, 45 and 35 miles per 
hour. Up until October 16, 1972, four days prior to the 
hearing in this application, southern Coach company operated 
only one round trip per week over this route. Effective 
October 16, (972, southern Coach commenced operating one 
round trip daily over the route. 

(1) Carolina Coach company has had franchise authority 
between the cities of Raleigh and Curham since 1925 and has 
performed continuous service between the two cities since 
that time. As nev highways have been constructed Carolina 
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coach company has applied for and this Ccmmission has 
granted additional franchise rc\ltas. between the cities. At 
the present time Carolina Coach company operates eighteen 
round trips daily, plus additional weekend service, ·over its 
various franchise routes betwe~n Raleigh and Durha·m and 
intermediate points. The volume of passenger traffic 
traveling between Raleigh and Durham over the Carolina Coach 
schedules is substantial and this service is an important 
part of the Carolina coach Company• s_ overall intrastate 
operations in North Carolina. 

(8) There was no evidenca presented a~ the hearing to 
show a specific, present need for additional bus service by 
southern Coach Company between the cities of Raleigh and 
Durham or tetween those cities and any intermediate point 
including the Research Triangla area. Public witnesses 
testified to the adequacy of the Carolina Coach Company 
service between Raleigh and Durham and there was no evidence 
presented, nor was it contended by Southern Coach ccmpany 
that Carolina Coach company is not now providing an adequate 
service between Raleigh and Durham and to intermediat.e 
points including service along the Carolina Coach company 
present franchise routes over I-40 and N. c. Highway 54 
which are sought to be duplicated by a portion of the 
southern· Coach company applicaticn. 

(DOCKET NO. B-15, SUB 171) 

(I) The applicant, Carolina Coach Company, is a common 
carrier bf passengers by motcr vehicle operating over 
intrastate franchise routes within the state of North 
Carolina under certificate of Public convenience No. B-15 
issued by this commission. 

(2) Includgd within the authorized routes of Carolina, 
Coach Company are several routes authorizing it to provide 
service between Raleigh an'd Durham, and intermediate pcints 
including the Research Triangl~ area. Carolina coach 
company has applied to this Commission and obtained 
additional franchise routes from time to time between 
Raleigh and Durham as new highways have been built and 
existing highways relocated or improved. The most recent 
franchise authority granted to Carolina coach Company in. 
this area was that granted by order of this ccmmission in 
Docket No. B-15, sub 167, which became effective on November 
8, 1971, granting authority frcm Raleigh over relocated 
North Carolina Highway 54 to its junction with I-40, and 
thence over I-40 to its junction with N. c. secondary Road 
1959 near Nelson. 

(3) By this application, Carolina coach Ccmpany is 
seeking a new route over the Durham North-south Expressway 
from Durham to its junction with I-40 within the Research 
Triangle and then over I-40 to where it joins the Carolina 
Coach comi:any existing authority on I-40 at the junction 
with N. c. Secondary Road 1959 near Nelson. 1he franchise 
route ~pplied for when combined with the existing Carolina 
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Coach Ccmpany franchise over I-40 would afford to Carolina 
Coach Company a new route· between Raleigh and Durham via r-
40 and th~ Durham North-south Expressway. 

(4) Carolina Coach Company now operates eighteen round 
trips daily over its various franchise routes between 
Raleigh and Durham with some additional weekend schedules. 
Included in the present operations are six daily round trip 
express schedules which ·operate non-stop between_ the bus 
stations in Raleigh and Durham over u. s. Highway 70. It is 
proposed that these non-stop schedules· would be rerouted 
over the new route between Raleigh an·a Durham which would be 
afforded by the combination of the franchise route applied 
for and the Carolina Coach company present route over I-40. 

(5) By reason of the rap'id development along U. s. 
Highway 70 including the n9v Craktree Valley Shopping 
Center, the increased traffic congestion, the increased 
number of traffic lights, and the reduction in the maximum 
speed limit to 55 miles an hour even in the undeveloped 
areas, the Carolina Coach Company route over a. s. Highway 
10 has become less desirable for through bus operations. 
The new route between Raleigh and Durham via the Durham 
North-South Expressway and I-40 over which Carolina coach 
Company proposes to reroute its non-stop through bus service 
is 1.5 miles longer than the present route via u. s. Highway 
10 but will enable a shorter running time and will be a more 
comfortable and safer route for the throu_gh bus operation. 
The rerouting of the through non-stop service to the 
proposed route will not cause any reduction in the present 
service of Carolina Coach company between Raleigh and Durham 
or to any intermediate points. 

(6) There is a continuing and present publ:ic need for 
through bus operations between Raleigh and Durham. 

(7) Carolina coach Company is fit, willing and able to 
properly perform the proposed service. 

(8) Carolina Coach company is solvent and financially 
abl·e to furnish the proposed service on a continuing basis. 

Based upon the foregoing Findings of Fact, the Hearing 
commissioner makes the following 

CONCLU SIC NS 

(DOCKET NO. B-30, SUB 46) 

In this application, Southern Coach Compaµy has the burden 
of proof to satisfy this commission, among other things, 
that public convenience and necessity require its proposed 
service in addition to existing authorized transportation 
service 1:1ithin the meaning of G. s. 62-262(e) (I). The term 
11 public convenience and necessity" as applied by this 
commission in many prior cases and as defined by the North 
Carolina Supteme Court in Utilities Commission y. Trucking 
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~Qmpan~, 223 NC 687, 28 SE 2a 201, involves two primary 
considerations, i.e. whether there is a substantial public 
need for the service which could not be met by existing 
carriers and whether the proposed service would endanger or 
impair the operations of existing carriers contrary to 
public interest. From the evidence in this case, the 
Hearing commissioner. concludes that southern Coach Company 
has failed to meet either test. 

The only evidence for any public need for bus 
transportation service offered by Southern Coach Company was 
the testimony of those witnasses expressing the desire to be 
able to ride from Wilmington or other points on the Southern 
Coach Route on a. s. Highway ~21 eaSt of Raleigh to Durham 
without the necessity of having to change buses at Raleigh. 
The services th9se witnesses reguire can obviously nov be 
provided by Southern coach over its own existing franchise 
authority via u. s. Highway 401 and N. c. Highway 55. 
There is no other testimony or evidence in the record which 
would support the finding that there is a public need for 
any additional transportation service between Raleigh and 
Durham or between those cities at intermediate points 
including the Research Triangle ar~a. 

The Southern Coach company admits and this Commission has 
previously found in its prior orders including the order in 
Docket No. B-15, sub 161, effective on November B, j97J, 
that the franchise route of Southern Coach Company between 
Raleigh and Durham by way of Holly Springs is in no sense 
competitive with the franchise routes cf Carolina Coach 
Company between Raleigh and Durham. To grant the authority 
sought would give to Southern Coach Company a direct, 
competitive route betwe~n the two cities and intermediate 
points vhich it does not now have and would allow it to 
institute new service which would materially alter the 
competitive situation between southern coach and Carolina 
Coach for this traffic. For that reason, the savings in 
operating costs which would be afforded to Southern Coach 
Company by operating over the proposed direct route in 
contrast t.o its present operations, even if assumed to be 
correct and realistic, would not justify a finding of public 
convenience and necessity in this situation. Consideration 
of operating economy as justification for public convenience 
and necessity £Or the granting of new franchise authority, 
in the absence of the shoving of putlic. need for the 
authority, is proper only where the application i~ for 
authority to improve an existing and competitively effective 
service and where the franchise ~oute applied for will not 
enable the applicant to institute a new service or 
materially alter the competitive situation vith existing 
carriers. 

Under any theory which Southern Coach Company has advanced 
to justify its application the ultimate result would be that 
it would take from Carolina coach Company passenger traffic 
which it is now carrying b~tveen Raleigh and nurham. 
Although this traffic is s~bstantial, the evid~nce shows 
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that.the volume of such traffic has been steadily decreasing 
in recent years. In order to continue to provide the 
present service between Raleigh and Durham, Carolina Coach 
Company must continu~ to carry its-present Raleigh-Durham 
passengers and any substantial decrease in passenger traffic 
could result in the curtailment of the present service 
contrary to public interest. 

In this application, the Hearing _Commissioner must also 
consider the provisions of G. s. 62-262(£, which preclude 
the Commission from thg granting of any applicatio·n to serve 
a route already Served. by a previously authorized carrier 
unless the Commission finds from the evidence that the 
existing service 11 is inadequate to meet the requirements for 
public convenience and necessity". That 1=art of the 
southern Coach app~ication described in subparagraph (a) of 
Finding of Fact No. 2 above seeks to duplicate existing 
certificated franchise authority of Carolina Coach Ccmpany 
along I-40 and along N. c. Highway 54. This duplication is 
without any restrictions whatsoever both as to the routes 
and as to the service which could be offered to the 
traveling public along the routes. Southern Coach Company 
did not contend nor is there any evidence in this record 
upon which this Commission can make a finding _ that the 
existing service of Carolina coach Company along its routes 
which would be duplicated by this. application is inadequate 
to meet the requirements of public convenience and 
necessity. 

Based upon the findings of fact found from the ~videnCe in 
this record and the foregoing conclusions, -the Hearing 
Commissioner concludes that the applicant, Southern Coach 
Company, has failed to meet the burden of proof that G. s. 
62-262 (e) ( I) that public conv9nience and necessity requires 
the proposed service in addition to existing authorized 
transportation service. An:l that in addition, the 
provisions of G. s. 62-262 (f) f11rther preciude the granting 
of the application irisofar as it duplicates presently 
existing franchise routes of t~e protestant, Carolina coach 
company. For these reasons, the application should be 
denied. 

{DOCKET NO. B-(5, SUB Jil) 

Carolina Coach company has had franchise authority between 
the cities of Raleigh and Durham since the company was 
founQed in 1925 and has performed adequate and continuous 
service between -the tvo citi·as, and intermediate points 
since· that time. As new liighvays have been constructed 
Carolina Coach has sought and received from this ccmmission 
additional routes in order to be able to operate over 
improved highways and to serve additional points. By this 
application Carolina Coach is seeking to further improve its 
service between Raleigh and Durham and intermediate points 
including the Research Triangle area by utili2ing the new 
and vastly improved highway that vill become available upon 
completion of I-40 and the Durham North-south Expressway. 
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The fact that there is a substantial public need for bus 
service between Raleigh and Durham has long been vell 
established by the continuous operations of Carolina coach 
Company and acknowledged by the many prior orders of this 
Commission granting a·aaitional authority. The public 
witnesses appearing at tb9 bearing. testified to the 
continued, present need for the service. In addition to 
this shoving of propos~d need, it is obvious that the 
proposed route will provide a fast, comfortable and safer 
ride for passengers traveling betveen the cities of Raleigh 
and -Durham to the benefit .of b:>th .the traveling public and 
to Carolina coach company. Carolina Coach is presently 
providing all of the transportation service which would be 
in any way affected by the grant of this authority and its 
proposed operation over the new route voulfi in no way alter 
the competitive situation to the detriment of· any existing 
carriers. southern Coach made no contention or showing that 
the granting of this authority would in any mailner affect or 
be detrimental to its operations. 

Based upon the foregoing findings of fact and conclusions, 
the Hearing Commissioner concludes that the applicant, 
Carolina coach company, has met the burden of proof in G. s. 
62-262 that (I) public convenience and necessity require the 
proposed service in addition to existing authorized 
transportation service, (2) Carolina Coach Company is fit, 
willing and able to properly perform the proposed service, 
and (3) Carolina Coach company is solvent and financially 
able to furnish adequate service on a continuing basis. 

IT IS, THEREFORE, ORDERED, AS FOLLOWS: 

(I) That the application of Southern Coach Company in 
Docket No. B-30, Sub 46 be, and the same hereby is, dertied. 

(2) That Passenger common Carrier Certificate No. E-15 
held by Carolina coach Company, be and the same hereby is, 
amended to include the authority more particularly described 
~n Exhibit A attached hereto and made .a part hereof. 

(3) Tha·t Carolina Coach Company shall comply with the 
Rules and Regulations of the Commission and institute 
operations under the authority granted herein within thirty 
(30) day~ from the effective date of this order. 

ISSUEO BY ORDER OF THE COMMISSION. 

This 21st day of March, 1973. 

(SEAL) 

NORTH CAROLINA OTILITIES COHHISSION 
Katherine M. Peele, Chief Clerk 
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EXHIBIT A 
CERTIFICATE B-15, CAROLINA COACH COMPANY 

To Transport passengers, thair baggage, mail and light 
express over the following routes: 

From Durham over the Durham Nprth-south Expressway to 
junction Interstate Highway 40, and thence over Interstate 
Highway 40 to junc·tion North Carolina secondary Road (959 
near Nelson, and return over the same route serving all 
intermediate points, and Park Plaza Service Area from 
juncticn Interstate Highway 40 and Davis Road.-

DOCKET NO. B-30, SOB 46 
DOCKET NO. B-15, SOB 171 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 

DOCKET NO. B-30, SOB 46 
Application of southern Coach company to 
operate between Raleigh, N. c., and 
Intersection of N. c. 54 and N~ c. 55 
near Lowes Grove as follo~s: Prom 
Raleigh to Park Plaza (Research Triangle 
Park, N. C.) over I-40, thence over N. c. 
54 to the intersection of N. c. 54 and 
H. c. 55, near Lowes Grove, and return 
over same route serving interm~diate 
points. Between Park Plaza (Research 
Triangle Park, N. c.) and Durha~, N. c., 
over I-40, and return over sam= route 
serving intermediate points. 

And 

DOCKET NO. B-15, SOB 171 
Application of Carolina Coach Company to 
operate from Durham over the Durham North
South Expressway to jilnction· Interstate 
Highway 40, and thence over Interstate 
Highway 40 to jUnction North Catolina 
secondary Road· 1959 near Nelson, and 
return over the same route serving all 
intermediate· points, and Park Plaza 
Service Area from junction Interstate 
Highway 40 and Davis Road 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) ORDER AFFIRMING 
) AND ADOPTING 
) RECCMMENDED 
) ORDER ISSUED ON 
) MARCH 21, 1973 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

HEARD IN: The Comm·ission Bearing Room, Ruffin Building, 
Raleigh, North Carolina, on May II, 1973 

BEFORE: commissioners John w. HcDevitt, presiding, Hugh 
A. Wells, and Ben E. Roney (To read record and 
participate) 
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APPEARANCES: (DOCKET NO. 8-30, SUB 46) 

For the Applicant: 

Clarence H. Noah 
Attorney at Lav 
1425 Park Drive 
Raleigh, North Carolina 27605 

F. Kent Burns 
Attorney at Law 
Post Office Box 1406, Raleigh, North Carolina 27602 

For the Protestant: 

Arch T. Allen and Thomas steed, Jr. 
Attorneys at Law 
Post Office Box 2058, Raleigh, North Carolina 27602 

For: Carolina Coach Company 

(DOCKET NO. B-15, SUB 171) 

For the Applicant: 

Arch T. Allen and Thomas Stged, Jr. 
Attorneys at Law 
Post Office Box 2058, Raleigh, North Carolina 27602 

For the Protestant: 

Clarence H. Noah 
Attorney at Law 
1425 Park Drive 
Raleigh, North Caiolina 27605 

F. Kent Burns 
Attorney at Law 
Post Office Box 1406, Raleigh, North Carolina 27602 

For: Southern Coach company 

BY THE COMMISSION: Upon consideration of the Recommended 
Order of Chairman Wooten issued on March 21, 1973, the 
exceptions filed thereto by Southern Coach company, the 
Record as a whole, and tbe oral arguments of all the 
parties, the Commission concludes that the exception of 
southern Coach Company should ba danied. Furthermore, after 
considering Finding of Fact number 4 in Docket No. B-30, Sub 
46, the Commission is of the opinion that southern Coach 
company and Carolina coach company should reinstate, for the 
convenience of the traveling p~blic, the Lease of EquiFment 
igreement which afforded passengers traveling on the 
Southern coach franchise from Wilmington to Durham via u. s. 
421 east of Raleigh a through bu.s service without change of 
bus in Raleigh. 
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IT IS, THEREFORE, ORDERfD: 

1. That the Recommended Order issued on !larch 2 1, 1973 
as modified herein below be, and hereby is, affirmed and 
adopted as the final Order of the Commission. 

2. That Southern coach company and Carolina Coach 
Company shall renegotiate an equitable e quipment interchange 
agreement to provide passengers through service without a 
change of coaches between Durham and Wilmington , North 
Carol i na over the franchise1 routes of both carriers and 
submit the proposed agreemen t to the Commission for its 
consideration within thirty (30) days from t he date of this 
order. 

3. That the exceptions of southern Coach Company be , a nd 
hereby are, denied. 

ISSUED BY ORDER OF THE COIIIIISSION . 

This 29th day of June, 1973. 

NORTH CAROLIN A UTILITIES COIIIIISSION 
Katherine M. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. B-23, SUB 19 

BEFORE THE NORTH CAROLINA UTILITI ES COIIIIISSION 

In the !latter o f 
Cape Fear Valley Coaches , Inc. - Application 
For Authority to Place in Effect an Exact 
Fare Plan For Passengers Riding Its Buses, 
Effectiv e August I , I 97 3. 

ORDER 
GRANTING 
APPLICATION 

BY THE COIIII I SSION : By a fi l ing dated July 9, 1973, 
treat ed as an Application, by ~r. A. T. Watson , President , 
Cape Fear Valley coaches, Inc., 426 llayvie w Street , 
Fayettev ille, Nort h Carol i na 28306 , seeking authority to 
place in effect an e xact fare plan f or passengers riding its 
buses in Fayetteville, North Carclina, e ffective August I, 
1973. 

!Ir . A. T. Watson advi ses that his company has had one 
attempt of robbery and se veril threats of robberies in 
Fayettev i lle, North Carolina, and would like to discourage 
these at tempts by going to the e xact fare plan and having 
all monies dropped in locked fare boxes on buses; that the 
bus drivers would not be required to carry any cash or to 
make change, but would iss ue a passenger a receipt for the 
amou n t of cash deposited i n the fare box when said amount 
exceeded the actual cash fare for said passenger, which the 
holder of said receipt may on any week day during normal 
working hours receive any change due upon present ing the 
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receipt to the main office o,f the bus company, either in 
person, 9r by mail, if presented within six months after 
receiving said receipt, and the Commission is of the opinion 
that the carrier should notify the public of the change in 
operation by having a notice of its proposal published iu a 
newspaper having general circulation in the involved area at 
least five (5) consecutive .days prior to August I, 1973, and 
that notice of its proposal be posted afid remain paste~ for 
at least five (5) consecutive days in each of its buses 
prior to August I, 1973, with proof of publication required. 

Upon consideration 
and conditions relied 
commission is of the 
Application shouid be 
tariff accordingly. 

of the Application, the circumstances 
upon and the matter as a whole, the 
opinion, finds and concludes, that the 
granted and Applicant should amend its 

IT IS; THEREFORE, ORDERED AS FOLLOWS: 

(I) That the Application of Cape Fear Valley coaches, 
Inc., be, and the same is hereby, granted. 

(2) That Applicant give notice of its proposa; by the 
publication of an appropriate notice thereof in the 
newspaper having general circulation in the area at least 
five (S)·consecutive days prior to August I, 1973, as well 
as give notice of its proposal by posting and causing to 
remain posted in each of its bus~s an appropriate _notice 
~her~of for at least five (5) consecutive days prior to 
August I, 1973. Proof of publication is required. 

(3) That Applicant be, and sama is hereby, authorized to 
publish a rule in its tariff covering the exact fare plan, 
which tariff publication is hereby authorized to be made 
effective August I, 1973, on one (I) day's notice, but shall 
in all other respects comply with the tariff publication 
rules of the commission. 

ISSUED BY ORDER OF THE COMHISSION. 

This the 17th day of July, lg7J. 

(SEAL) 

NORTH CARCLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 
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DOCKET NO. B-105, SUB 33 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Greyhound Lines, Inc. - Suspension ) 
and Investigation of Proposed ) 
"Next Bus Out" Express Tariff, ) 
Scheduled to Become Effective ) 
September 17, 1973. ) 

ORDER ALLOWING 
WITHDRAWAL AND 
CANCELLATION OF 
PROPOSED TARIFF 
FILING 
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BY THE CCMMISSION: By SupFlemental Order 'in the captioned 
docket dated Au·gust 29, ·1973, the commission su::pended a 
tariff filing by Greyhoun4 Lines, Inc., received on August 
I 5, 1973, proposing a new "Next Bus out" express service and 
rates between Charlotte and Greensboro and between 
Greensboro and Winston-Salem, North Carolina, said tariff 
being designated as "Greyhound Linl?s, Inc., Express Tariff 
No. 21 l.l.-I, N.c.u.c. Uo. 24 11 , instituted an investigation 
concerning the lawfulness thereof, consolidated this 
investigation with other matters under investigation in this 
same docket, and assigned ths consolidated proceeding for 
hearing on September I I, 197 3. 

The Commission is now in -receipt of a Motion .by Counsel, 
~- Ruffin Bailey, Bailey, Dixon, Wooten and McDonald, 
At.toi:neys at Law, for and on behalf of Greyhound Lines, 
Inc., requesting that involved carrier be permitted to 
cancel and withdraw its Tariff No. 214-I, N.c.a.c. No. 24, 
insofar as it _is proposed to be made applicable to North 
Carolina intrastate commerce and the commission is of the 
opinion that the Motion should be allowed. It is also the 
opinion that the hearing, insofar as it relates to Greyhound 
Lines, Inc., Tariff No. 214-I, N.c.u.c. No. 24, should be 
cancelled and the proceeding, to the extent it relates to 
this tariff filing, should.be discontinued. 

IT IS, THEREFORE, ORDERED AS FCLLOHS: 

(1) That the Motion by Grgyhound Lines, Inc., requesting 
authority to cancel and withdraw its Tariff Schedule Ho. 
214-I, N.C.U.c. No. 24, insofar as it is proposed to be made 
applicable to North Carolina intrastate traffic, be, and the 
same is hereby, allDYed. 

(2) That Gr~yhound Lines, Inc., be, and same is hereby, 
authorized to cancel and withdraw its Tariff No. 2r4-I, 
N. c. u.c. 21J, proposing 11 Next Bus Cut" service and rates 
between certain points in North Carolina, by the filing of 
an appropriate supplement therato, which filing may be made 
on one day 1s notice to the Ccmmission and to the public. 

(3) That the hearing now assigned for Septemter I I, 1973, 
at 10:00 A. M., insofar as it relates to Greyhound Lines, 
Inc., Tariff No. 214-I, N.c.u.c. No. 24, he, and the same is 
hereby, cancelled and the proceeding discontinued. 
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(4) That in all other respects the Order of Investigation 
in this docket dated Hay 7, 1913, relating to other matters, 
shall remain in full force and effect, and the bearing on 
said matters will be held on Tuesday, September 11, 1973, at 
10:00 A. M., as scheduled, unless otherwise ordEred by this 
Commission. 

ISSOED BY ORDER OP THE COMMISSION. 

This the 5th day of S_eptember, I 973. 

(SEAL) 

NORTH CAROLINA UTILITIES CCHMISSION 
Katherine M. Peele, Chief Clerk 

DOCKET NO. B-f05, SUB 33 

BEFORE THE NORTH CAROLINA UTILITIES coaHISSION" 

In the Matter of 
Motor Bus Common carriers - suspension 
and Investigation of Proposed Incr•9ases 
in Intercity Bus Passenger Far~s, Bus 
Package Express Rates and Charges and 
charter coach Rates and Charges, 
Effective June I, 1973. 

ORDER APPROVING 
INCREASED PARES 

HEARD IN: The Comm·ission Hearing Room, Ruffin Building, 
One west Morgan Street, Raleigh, North 
Carolina, on September 11 and 12, 1973. 

BEFORE: Chairman Harvin R. Mocten, presidi"ng, and 
Commissioner Ben E. Roney, with Commissioner 
Hugh A. Wells to Read the Record and 
Participate in the Decision. 

APPEARANC'ES: 

For the Respondents: 

R. c. Howison, Jr. 
Jcyner & Howison 
Attorneys at Lav 
Wachovia Bank Building 
Raleigh, North Carolina 

Appearing For: Ccntinental southeastern Lines, 

A'rch T. Allen 
All en, Steed & Pull~n 
Attorneys at Law · 

Inc., Port Bragg Coach company 

s·ox 2058, Raleigh, North Carolina 27602 
Appearing For: Carolina coach company 
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J. Ruffin Bailey 
Bailey, Dixon, Wooten, McDonald & Fountain 
Attorneys at Law 
P. C. Box 2246, Raleigh, North Carolina 27602 

Appearing For: Greyhound L'ines, Inc. 

David L. Ward, Jr. 
Ward, Tucker, Ward & Smith, P. A. 
Attorneys at Law 
3(0 Broad Street 
New Bern, North Carolina 28560 
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Appearing For: Seashore Transportation company 

Clarence H. Noah 
Attorney at Law 
t 425 Park Drive 
Raleigh, North Carolina 27605 

Appearing For: Southern coach Company 

For the commission Staff: 

Maurice w. Borne 
Assistant Commission Attorney 
Ruffin Building 
Raleigh, North Carolina 

BY THE CCKHISSION. This matter arose upon the filing with 
this Ccmmission by Appalachian coach Company, Incorporated; 
Carolina Coach Company; Central BUslines of N. c., s. n. 
Small, d/b/a; Carolina Scanic stages; Continental 
Southeastern Lines, Inc.; D. & M. Bus Company, a 
Corporation; Fort Bragg Coach company; Gaston-Lincoln 
Transit, Inc.; Greyhound Lines, Inc.; Piedmont coach Lines, 
Inc.; Safety Transit Llnes, E.. B. Gauldin, d/b/a; Seashore 
Transportation Company; Silver Pox Lines, a Corporation; 
Smoky Mountain Stages, Inc.; southern co·ach company; 
Suburban Coach Lines, Incorporated; Virginia Dar.e 
Transportation company, Inc.; Wilkes Transpor·tation Company, 
Inc., and by National Bus Traffic Association, Inc., Agent 
(NBTA), either individually or by NBTA for and on behalf of 
its member carriers, of certain tariff schedules pertaining 
to proposed increase of ten percent (10%) in bus passenger 
fares with resulting increased fares rounded to end in the 
next 11 011 or "5 11

; proposed increase of five percent (5%) ,bus 
express package rates with resulting increase rates also 
rounded to end in the next non or 11 511 ; and a proposed 
increase in chartered coach rates and charges involving 
intrastate traffic in North Carolina, scheduled to become 
effective June I, 1973, with tha proposed passenger, exFress 
and charter coach schedules being as enumerated and 
described herein in Appendix I attached here+.o and made a 
part hereof. 

The Commission, being of the opinion that the proposed 
increase in bus passenger fares and bus package express 
rates and practices in ccnnection therewith were matters 
affecting the public interest, concluded that the tariff 



350 MOTOR BUSES 

schedules hereinabove mentioned should be suspended and an 
investigation into and concerning same instituted and the 
matter be assigned for hearing for determining whether said 
publicat'ion is just, reasonable and otherwise lawful. 
Accordingly, the tariff vas suspended to and including Hay 
7, 1973. 

Respondents vere required to give notice on two separate 
occasions of the time, ~lace and purpose of the hearing in 
this matter by publication of a notice in regard thereto as 
set forth in Appendix II attached hereto and made a part 
hereof, in newspapers having general circulation in involved 

, areas of North Carolina with said publication to be made not 
more than fifteen (IS) or l~ss than ten (ID) days prior to 
the date of hearing. The commission further required that 
the Respondents post notice on their respective buses and in 
their respective terminals in regard to the application for 
increase in tariffs. 

on September II, 1973, a hearing· was held before Chairman 
Wooten and commissioner Roney (with the stipulation that 
Commissioner Wells read the record), at 10:00 a.m. in the 
commission Hearing Room, Ruffin Building, Raleigh, North 
Carolina. 

At the public hearing, the Respondents offered into 
evidence affidavits of public~tion indicating that the 
re.guisite public notice was g~ven ill appropriate newspapers 
and by public display of the proposed tariffs in the 
respective bus terminals of ,the Respondents and in the 
several buses. No one protested the proposed increases, 
either by letter or by appearance. 

At the hearing Respondents prasented the testimonies and 
exhibits of officials of seashore Transportation comi:any_, 
Carolina coach com~any, Greyhound Lines, Inc. - East, and 
continental southeastern Lin9s, Inc., all Respondents 
herein. · 

The commission st~ff presented the testimonies and 
exhibits-of James c. Turner, staff Accountant, and D. n. 
Coordes, Assistant Director of Traffic. 

Filings of briefs .were waived by all parties. 

Based on the evidence adduced ·at this hearing. the 
Commission finds and concludes that the rates and charges. 
as set forth in Appendix I as is incorporated into this 
record, are just and reasonable; that said tariffs are not 
the means of creating discrimination, preference or 
prejudice; that said tariffs are otherwise· lawful and that 
the order of Suspension and Investigation be withdrawn and 
cancelled and that said tariffs be allowed to become 
effective upon one day•s notice. 
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Accordingly, IT IS THEREFORE ORDERED 

That the Order of Suspensicn and Investigation in this 
docket is hereby withdrawn and cance_lled and tbat the tariff 
increases as set forth in Appendix I, as is incorporated 
into this order, are hereby approved and allowed to become 
effective upon one day•s notice. 

ISSUED BY ORDER OF THE COMMISSION. 

"This the 5th day _of October, 1573. 

(SEAL) 

(I ) 

NORTH CAROLINA UTILITIES COMMISSION 
Anne L. Olive, Deputy Clerk 

APPENDIX I 

Carolina ·coach Company: 
Local Passenger Tariffs Nos. 22-D, 
I 13 and 23-D, N.c.o.c. No. 115, 
contained in revised pages thereto 
increased fargs. 

N.c.u.c. No. 
all changes 
resulting in 

(2) Carolina Scenic Stages: 
Local and Interdivisional Passenger Tariff No. 
28, N.c.u.c. No. 23, all changes contained in 
revised pages thereto resulting in increased 
fares. 

(3) Central ·Buslines of N. c., s. D. Small, d/b/a: 
Local Passenger Tariffs Nos. 1-F, N.c.u.c. No. 
9, and No. 2-A, N .. c.o .. c .. No. 10, in full. 

continental southeastern Lines, Inc. (Queen city 
Coach) (Company) 

Local Passenger 
168, all changes 
thereto resulting 

Tariff No. 143, N .. c.o.c. No. 
contained in revised pages 
i~ increased fares. 

(5) Fort Bragg Coach Company: 
Local Passenger Tariff No. 6, N.c.o.c. No. 6, 
in full. 

(6) Greyhound Lines, Inc: 
Local Passenger Tariff No. 193, N .. c .. a .. c .. No. 
15, all changes in revised pages thereto 
resulting in incraased fares, 
Local Passenger Tariff No. 1•97-c, N .. c.o .. c .. No. 
21, in full, 
Local Passenger Tariff No. 218-B, N.c.a.c. No.: 
16, all changes in r0vised pages tbereto 
resulting in increased fares, 
Local Passenger Tariff No. 264-B, N .. c.o.c. No. 
22, in full,. 
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Local Passenger Tariff No. 265-c, N.c.u.c. No. 
23, in foll. 

(7) Piedmont Coach Lines, Inc.: 
Local Passenger Tariff No. 6, N.c.u.c. No. 11, 
in full. 

(8) Safety Transit Lines, R. H. Gauldin, d/l::/a: 
Local Passenger Tariff No. f-K,, N.c.u.c. No. 
16, in full. 

(9) Seashore Transportation Ccmpatiy: 

(' 0) 

( I I) 

(' 2) 

11 3) 

Local and Interdivisional Passenger Tariff No. 
19-B, N.c.o.c. No. q2, all changes contained in 
revised pag~s thereto resulting in increased 
fares. 

Smoky Mountain Stages: 
Local Passenger 
56, all changes 
thereto resulting 

Tariff No. 102, N.c.u.c. No. 
contained in ~evised pages 
in increased fares. 

Virginia Dare Transportation Company, Inc.: 
Local Passenger Tariffs Nos. 6-I, N.c.o.c. No. 
23, and No. 7-D, N.c.o.c. No. 25, in full. 

Wilkes Transportation com.pany: 
Local Passenger Tariff No. s, N.c.o.c. No. 10, 
in full, Charter Coach Tariff No. 3, N.c.u.c. 
No. 8, supplement No. 2, thereto, in full. 

National Bus Traffic Association, Inc., Agent: 
.National Basing Fare Tariff No. A-fOO, N.c.u.c. 
No. 4 1 
Local and 
N.c.u.c. 
National 
No. 3 I, 

Joint Passenger ~ariff No. 219-D, 
No. 217, 
Passenger Tariff No. A-(000, N.c.o.c. 

National Express Tariff No. A-600, N.c.u.c. 
No. 2ll3, 
Carolina Charter Coach Tariff No. A-426, 
Nec.u.c. NQ. 199, all changes contained in 
revised pages to each tariff resulting in 
increased rates, fares and/or charges. 

r 
APPENDIX II 

DOCKET NO. B-105, SUB 33 

MOTOR BUS COMMON CARRIERS - SUSPBNSION AND 
INVESTIGATION OF PROPOSED INCR!ASES IN INTBB
CITY BUS PASSENGER FARES, BUS PACKAGE EXPRESS
BATES AND CHARGES AND CHARTER COACB BATES AND 
CHARGES, EFFECTIVE JUNE I, (973 

NOTICE 

NOTICE OF PROPOSED INCREASE IN BOS PASSENGER FARES, BUS 
EXPRESS BATES AND CHARTER COACH BATES. 
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Notice · is hereby given thcit proposed increases cf ten 
(10%) percent in bus passenger fares and five (SJ) percent 
in bus express· package rates and an increase in charter 
coach rates have. been suspended by the North Carolina 
Utilities commission and an investigation into and 
~oncerning same instituted. 

Anyone opposing or feeling aggrieVed by the proposed 
increases may file a protest with the commi.ssicn or appear 
at the hearing which will be conaucted in the Courtroom of 
the commission, Ruffin Building, One West Morgan Street, 
Raleigh, North Carolina, on Tuesday~ September II, 1973, at 
10:00 a.m., when they will be offered an opportunity to 
place their views on the matte~ in the official record. 

This the 7th day of May, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk· 

(SEAL) 

Charges to be paid by National Bus 
Traffic Association, Inc., Agent. 

DOCKET NO. B-69, SOB liq 

BEPc°RE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of Queen City coacR Campany, 
P. o. Box 2387, Charlotte, North Carolina, 
for approval to change its corporate name 
to continental southeastern Lines, Inc. 

RECOMMENDED 
ORDER 

HEARD IN: The commission Bearing Room, one West "organ 
street, Raleigh, North Carolina, on February 8, 
1973, at 2:00 P. M. 

BEFORE, 

APPEARANCES: 

Hugh A. Wells, Hearing commissioner 

For the Applicant: 

R. c. Howison, Jr., Esquire 
Jcynet' & Howison 
Wachovia Bank Building 
Raleigh, NOrth Carolina 27602 

Appearing for: Queen City coach Company 

Jchn F. Ray, Esquire 
P. o. Box 2387 
417 H. 5th Street 
Charlotte, North Carolina 2820( 

Appearing for: Qneen City Coach Company 
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For the Commission Staff: 

Edward B. Hipp 
ccmmission Attorney 
2f7 Ruffin Building 
Raleigh, North Carolina 27602 

HUGH A. WELLS, BEARING COMMISSIONER. This ~atter came on 
for hearing by Order of the Ccmmission, pursuant to an 
application by Queen City Coach Company (Queen) for approval 
of change of Queen's corporate nam~ from Queen City Coach 
company to Continental Southeastern Lines, Inc. The matter 
was consolidated for hearing with Docket No. B-69, Sub 11s. 

The evidence may be summarizei as follows: 

Queen is a North Carolina corporation certificated 
(Certificate Number B-69) as a ccmmon carrier pursuant to 
the lavs and statutes of th~ State of North carol~na. on 
September 22, 1966, the majority stock in and coritrcl of 
Queen was acquired by Transcontinental ·Bus System. Inc. 
Approval for this change of control was (I) sought and 
obtained ftom the Interstate ccmmerce Commission, which 
order of approval was extensivsly litigated in appeals to 
the Federal Courts and ultimately affirmed ·and aFproved; and 
(2) was not sought nor obtained from this Commission, as 
required by law. Transcontin9ntal subseguently transferred 
its stock in Queen (hence control) to continental Trailvays, 
Inc. Approval for this change of control was (I) sought and 
obtained from the Interstate cCmmerce Comm.ission; and (2) 
was not sought nor obtained from this commission, as 
required by law. continental is now tbe sole stockholder in 
Queen. Continental is a vholly-ovned subsidiary to TCO 
Industries, Inc., (formerly transcontinental Bua System, 
Inc.) • The general accounting· functions and bookkeeping 
records of Queen were transf3rred from Charlotte, Nor~h 
Carolina, to Dallas, Texas, in April 1971, which transfer 
was without notice to or approval of this ~ommissicn. 

FINDINGS OF FACT 

1. The proposed change of name applied for herein will 
not affect the ownership or control of Queen; will not 
affect Queen's service in North Carolina; is not adver~e to 
the public interest, and should be allowed. 

2. Successive ownership and control of Queen has been 
effected and carried out in violation of the law and 
statutes of North Carolina and of· the Rules of this 
commission. such transfers did not, however, result in a 
substantial change in the s~rvice or operations of Queen in 
North Carolina, and the other requirements of the statutes 
and rules have been m~t or fulfilled. 

3. continental Trailways, Inc., i.s now the whole owner 
of the stock of Queen, and Que~n•s records and books of 
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account are being kept and maintained at 315 continental 
Avenue, Dallas, Texas. 

Whereupon, the Commission 

CONCLODES 

This record reflects that the proposed change of name is 
innocuous and should be approVed. As a result of· the 
application for change of name, however, ~t has come to 
light that the ownership and control of Queen has been 
effected twice without the £rig~ approval of this 
commission, and that Queen's records and books of account 
were physically removed from this State without notice to or 
approval by this Commission. These are subst.antial and 
serious violations- The whole concept of Public Utility Lav 
is founded in the notion that the right of franchise may be 
granted only by the sovereign, and once granted, is subject 
to the sovereign's review, regulation, control, and possible 
revocation. It is both a valuable right ana a profound 
responsibility, and the recipignt cf a franchise may not and 
should never assume to transfer the rights or the 
responsibilities of franchise ~ithout the prio~ approval of 
the sovereign from which it emanates .• 

We are convinced that in this instance, the franchise 
transfer violations were carried out without malice, and 
while culpable, were .!~.!§ £!!1.£2::, r-esulting from 
carelessness or inadvertence. lie are constrained, 
nevertheless, in view of the serious nature of the 
transgressions, to admonish the present o"wners of Queen to 
te quite certain that no such mistakes occur in the futur~. 

IT IS,· THEREFORE, ORDERED THAT: 

I• The change of nam~ of Queen city Coach company to 
continental southeastern Lines, Inc., be, and hereby is, 
approved, and that the records of this Commission shall be 
revised to reflect said change of na•me and to· reflect that 
the records and books of account of said continental 
southeastern Lines, Inc., ara to be maintained at the 
address set forth in Ordering Paragraph 2 below. 

2. The records and bocks of account of Continental 
southeastern Lines, Inc., as successcr corporation to Queen 
City Coach Company, shall he kept and maintained at 3!5 
Continental Avenue, Dallasr Texas, and shall not be removed 
therefrom without the prior approval of this ccmmissicn. 

3. The change of ownership of the capital stock and 
control cf Queen city coach Company (whose name is now 
continental southeastern Lines, Inc.), as set forth 
hereinbefore, is approved nY!!Q EXQ tun£. 

ISSUED BY ORDER OF THE COMMISSION. 
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This the 27th day of March, (973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine !1. Peele, Chief Cler.k 

(SEAL) 

DOCKET NO. B-189, SOB 4 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Kannapolis Transit Compariy, Inc., 625 Main 
Street, Kannapolis, North Carolina - Joint 
Petition to Transfer certain Routes Contained 
in Passenger Common Carrier Certificate No. 
B-15 from Carolina coach company to 
Kannapolis Transit Company. 

RECCMHENDED 
ORDER 
APPROVING 
TRANSFER 

HEARD IN: Hearing Room of 
Building, One W~st 
North Carolina, on 
P.M. 

the Commission, Ruffin 
Horgan Street, Raleigh, 

February 13, 1973, at 2:00 

BEFORE: D. D. Coordes, Hearing Examiner 

APPEARANCES: 

For the Applicants: 

Arch T. Allen 
Arch T. Allen, III 
Allen, Steed and Pullen 
Attorneys at Lav 
P. o. Box 2058, P.aleigh, North Carolina 

For: Carolina Coach company, Transferor 

B. s. Brown, Jr. 
Alexander and Brown 
Attorneys at Law 
315 Professional Building 
Kannapolis, North Carolina 

FOr: Kannapolis Transit Company, Inc., 
Transferee 

Protestants: None 

COORDES, HEARING EXAHINER: BJ joint applica·tion filed 
vith the Co~mission on October 25, J972, by Arch T. Allen of 
the firm Allen, St€ed and Pullen, Raleigh, Horth Carolina, 
for and on behalf of Carolina Coach Company, f 20 f South 
Blount Street, Raleigh, North Car9lina, as Transferor, and 
by B. s. Brown, Jr., of the firm Alexander and Brown, 
Kannapolis, North Carolina, for and on behalf of KannaFclis 
Transit company, In~., 625 Main Street, Kannapolis, North 
Carolina, as Transferee, SE:·~k appro17al of the traTlsfer of 
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certificate No. 
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contained in Passenger common Carrier 
B-15 from said Transferor to said Transferee 

11 (a) In and about Kannapolis as follows: From Hain-East 
Seventh-Lane-Elwood-Venus-cannon Blvd.-Ridge Avenue. 
From Main-East F-Centarview-center Grove Road to 
Royal Oaks de-.relop111ent. From Main-west Pirst-Elm
Eighth-No. Walnut-Elev~nth-Kemball-Snipe-Hain. From 
Main-Beth Page Road. 11 

"(b) Between concord and China Grove as follows: From 
concord over u. s. 29A via Kannapolis to China 
Grove. 11 

The Commission set the applitation for public bearing and 
notice thereof, along with a dgscriEtion of the involved 
routes, and the time and. plac3 of the hearing, was given to 
competing and connecting carriers, as well as Transf9ror and 
Transferee, by order in this Docket dated November 13, 1972. 
Du~ to severely inclem4nt weather and upon request from 
Petitioners the hearing set for ~anuary 9, 1973, vas 
canceled and by order of the ccmmission dated January 15, 
1973, vas rescheduled for February 13, (973. 

At the call of the hearing both Transferor, Carolina coach 
Company and Transferee, Kannapolis Transit Company, were 
present and represented by counsel. No one appeared in 
opposition to the proposed t-ransfer. 

The testimony and evidenc3 of record tends to Show that 
Transferee is presently successfully operating the ~cutes 
sought to be transferred and has been for many years under 
terms of lease arrangements filed vith and approved by the 
Commissioni that an agreement has been entered into by 
Transferor and Transferee for sale of involved routes; that 
operations vill continue by Transferee in substantially the 
same manner as have been conducted before and that 
Transferee is qualified financially and otherwise to acquire 
the subject routes and provide adequate and continuous 
service thereon. 

Having considered the evidence presented and th~ record in 
this proceeding as a whole, thq Hearing Examiner makes the 
follcwing: 

FINDINGS OF PACT 

(I) That Transferor, Carolina Coach company, is a motor 
common carrier of passengers and bolder of Certificate No. 
B-JS encompassing th~ routes sought to be transferred. 

(2-) '?hat an agreement has be en entered into by Transferor 
and Transferee for sale of involved routes. 
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(3) That Transferee, KannaFolis Transit Company, Inc., iS 
presently operating under leas~ the routes sought to be 
transferred and has been for many years. 

(Q) That Kannapolis Transit 
willing and able to properly 
operations will be conducte 3 
manner as before. 

Company, Inc., 
provide service 
in substantially 

is 
and 
the 

fit, 
that 
same 

(5) That Kannapolis Transit Ccmpany, Inc., is qualified 
financially and otherwise to acquire the subject routes and 
provide adequate and continuous service thereon. 

Based upon the foregoing Findings of Fact, The Hearing 
Examiner makes the following: 

CONCLOSICNS 

Transferee, Kannapolis Transit Company, Inc., has been 
operating the routes sought to be transferred for many years 
under lP.ase from Transfla!ror, Carolina Coach Company an_d by 
virtue of this lease operation of long standing the Hearing 
Examiner is of the opinion th3t said transfer is in the 
public interest, will not adversely affect the service to 
the public over said routes, and will not unlawfUlly affect 
the service to the public by other public utilities and that 
Transferee is fit, willing, and able to perform such service 
to the public and that the application should be approved. 

IT IS, THEREFORE, ORDERED AS FCLtOWS: 

(I) That the joint application to tran$fer certain routes 
as more particularly descri~ed in Exhibit n attached hereto 
and made a part hereof, from Carolina Coach Company to 
Kannapolis Transit Company, Inc., be, and the same is• 
hereby, approved. · 

(2) That common Carrier Certificate No. B-15 held by, 
Carolina Coach Company be, and the sams is hereby, amended 
by deleting therefrom a pcrtion of Route (2) 2, and Route 
(2) 16, in its entirety vi th amended Route (2) 2, to read as 
follows: 

Route (2) 2. Between Charlotte and concord as folloWs: 
From Charlotte over N. c. 2939 via Newell 
to and over N. c. 49 via Harrisburg to and 
over N. c. I 157 to Concord. 

Between China Grove and junction combined 
u. s. 70-0.s. 29 and Interstat~ 85 north 
of Salisbury as follows: From China Grove 
over combined u.s. 29-U.s. 70 to junction 
combined o.s. 29-D.s. 70 and Interstate 
85. 

BY ORDER OF THE COMMISSION. 
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This·the 19th day of April, 1973. 

(SEAL) 

EXHIBIT A 

NORTH CARCLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

Kannapolis Transit company, Inc. 
625 Hain street 
Kann a p_olis, North Carolina 

(I) To transport passengers, baggage, mail and 
express over tha following routes: 

(2) Between concord and China Grove as 
follows: From concord over U.S. 601 
Business to junction combined u.s. 29-601, 
thence over combined U.S. 29-601 to 
junction o.s. 29-A, and thence over u.s. 
29-A via Kanna~olis to China Grove. 

(3) In and about Kannapolis as follows: From 
Hain-East Sev~nth-tane-Elwood-Venus-Cannon 
Blvd.-Ridge Avenue. From Main-East F
Centerview-center Grove Road to Royal oaks 
development. From Hain-West First-Elm
Eighth-No. Walnut-Eleventh-Kemball-Snipe
Hain. From Main-Beth Page Road. 

DOCKET NO. B-189, SUB 4 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Kannapolis Transit Company, Inc., 625 Main 
street, Kannapolis, North Carolin! - Joint 
Petition to Transfer certain Routes contained 
in Passenger common carrier Certificate No. 
B-15 From Carolina Coach Company to 
Kannapolis Transit Company. 

ORDER 
CORRECTING 
ERROR 

BY THE COMMISSION: It having come to the attention of the 
Commission that a clerical grror exists in the second 
decretal paragraph of. the Order in this Docket dated April 
19, )973, which became the commission's Final Order on ~ay 
9, 1973, said error being· the omission of a portion of Route 
(2) 2, second paragraph thereof as shown on Page 4 of said 
Ord~r, authorizing service between China Grove, North 
Carolina., and -the junction of n.s. 70-U.S. 29 and Interstate 
85 north of Salisbury, North Carclina, and 

The Commission being of the opinion that said error should 
be corrected. 
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IT IS, THEREFORE, ORDERED AS PCLLOWS: 

(I) That the second paragraph of Route (2) 2, Page 4 be, 
and the same is hereby, rewritten to read~ 

"'Between China Grove and junction combined o.s. 70-
u.s. 29 and Interstate ES north of Salisbury as 
follows: From China Grove over combined U.S. 29-u.s. 
601 to Salisbury, and tb3nce over combined u.s. 29-
u.s. 70 to junction combined o.s. 29-o.s. 70 and 
Interstate es. 11 

(2) That, except as herein amended, the Order of April 
19, f973, which became the Commission's Final Order on Hay 
9, f 973, shall remain in full force and effect. 

BY ORDER OP THE COMMISSION. 

This the 15th day of May, 1973. 

NORTH CABCLINA UTILITIES COMMISSION 
Katherin~ M. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. E-69, SUB 115 

BEFORE THE NORTH CAROLINA UULITIES COMMISSION 

In the Hatter of 
i\pplication· for approval to merge Smoky ) 
Mountain stages, Inc., Carolina Scenic ) 
Stages, Inc., and coastal Stages corpora-) 
tion into Queen city coach company, the ) 
surviving Corporation. ) 

RECCHNENDED 
ORDER GRANTING 
APPLICATION 

HEARD IN: The commission H9aring Room, One West Horgan 
street, Ruffin Building, Raleigh, North 
carolina, on Februart a, 1973, at 2:00 P. M. 

BEFORE: Hearing Commissioner Rugh A. Wells 

APPEARANCES: 

For the Applicant: 

R. c. Howison, Jr., Esquirg 
Joyner & Howison 
Wachovia Eank Building 
Raleigh, North Carolina 

Appearing for: Queen City Coach Company 
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John F. Ray, Esquire 
P. o. Box 2387 
ql7 West Fifth street 
Charlotte, North Carolina 28201 

Appearing for: Queen City Coach company 

For the commission staff: 

Edvard B. Hipp 
commission Attorney 
217 Ruffin Building 
Raleigh, North Carolina 27602 

WELLS, HEARING COKMISSIONER. This matter came on for 
hearing by Order of thg ccmmission pursuant to an 
application filed on Decembgr q, 1972, by Queen City coach 
Company (Queen), Smoky Mountain Stages, Inc. (Smoky), 
Carolina Scenic Sta·ges, · Inc. (Scenic), and Coastal Stages 
corporation (Coastal), for permission and authority to merge 
Smoky, scenic and Coastal into Queen, with that company 
being the surviVing corporation, and with that company as 
the surviving corporation acquiring all of the assets and 
liabilities of Smoky~ Scenic and coastal. 

Public notice of the application 
Commission's order setting the matter 
above captioned time and place. 
unopposed. 

was 
for 
The 

required by the 
hearing at the 
application was 

Based upon the application and the testimony and evidence 
presented at the hearing, the Coromission makes the following 

FINDINGS OF FACT 

r. Queen and smoky are North Carolina corporations, each 
holding a common carrier· certificate to operate as a carrier 
of passengers, baggage and light express in intrastate 
operations in North Carolina. Sc3nic is a South Carolina 
corporation, holding a commo.n carrier certificate to engage 
in similar carriage in North Ca~clina. coastal is a south 
Carolina corporation certificated to engage as a common 
carrier in South Carolina, but d03S not engage in intrastate 
operations in Horth Carolina. 

2. Each of the Applicants is owned and controlled 
directly or indirectly by Continental Trailways, Inc., which 
has its principal office and place of business at 315 
Continental Avenue, Dallas, Texas, and all are operating 
11nits of the Continental Trailways Bus System. Queen, 
Smoky, and Scenic are whclly-owned subsidiaries of 
continental Trailways, Inc., and coastal is a vbclly-cwned 
subsidiary of Scenic. 

3. subject to reguisit0 regulatory consent, 
scenic and coastal propose to and would merge into 
with Queen being the surviving corporation, and 

smoky, 
Queen, 
as the 
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surviving corporation, Queen to acquire all of the assets 
and liabilities of Smoky, Scenic and Coastal. 

4. The proposed merger 
holder or holders of all of 
each Applicant and has 
resolution of the Boards of 

has been consented to by the 
tbs outstanding capital stcck of 

been approved by appropriate 
Directors of each Ap~licant. 

5. The business of each of tha Applicants is managed and 
supervised in the principal office of Queen located at 417 
West Fifth Street, Charlotte, North Carolina. The General 
Manager, Assistant General Manager, General counsel, 
Director of Traffic, Dir~ctor of Transportation and Director 
of Sales fQr Queen have the same titles and perform the same 
services for Smoky, Scenic and Coastal. The President and 
other principal officers of Queen are identical and one and 
the same as the President and ~rincipal officers of Smoky, 
scenic and coastal. All of th~ Applicants do business as 
11Continental Trailvays 11 • 

6. All of the Applicants are fully solvent, with assets 
exceeding liabilities, and the Ccmmission is satisfied that 
payment of the operating d:bts and obligations cf the 
carriers being merged into is adequately secured. 

7 •· The merger will not re,sult in any substantial change 
in the service and operations of any of the Applicant 
carriers, and will not substantial-ly affect the operations 
and service of any other motor carrier in North Carolina. 

8. The merger of said carriers into Queen is in the 
public interest, will not a~versely affect the service to 
the public under the franchises owned., .by the merging 
corporations, and will not unlawfully affect the service to 
the public by other public utilities. 

9. Queen, as the successor corporation, is fit, willing 
and able to perform the services to the public under the 
franchise owned and operat~d by the other merging 
corporations, and service under said franchises has been 
continuously offered to th":! public up to the time of the 
filing of the application for m~rger. 

Based 
CONCLUDES approver:· 

upon the foregoing Findings of Fact, the Commission 
that the· •application for merger should be 

IT IS, THEREFOBE, ORDERED: 

That the application for merger of Smoky Mountain Stages, 
Inc., ca'rolina Scenic Stages, Inc., and Coastal stages 
corporation into Queen City Coach Company as the surviving 
and successor corporation be, and hereby is, approved. 

IT IS FURTHER ORDERED That the operating rights lease 
agreement between Southern Coach Company and Carolina Scenic 
stages, Inc., in effect and includad in the operating rights 
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of Carolina Scenic Stages, shall be assumea by Queen City 
Coach Company and shall remain in effect until termination 
has been authorized by this Commission. Said lease 
agreement is more particularly described in Exhibit B 
attached hereto and made a. part hereof. 

IT IS FURTHER ORDERED That Passenger Common 
Certificate No. e~11 heretofora issued to Carolina 
Stages and Passenger Common Carrier certificate 
heretofore issued to smoky Mountain Stages, Inc., 
the same are, hereby retired. 

Carrier 
Scenic 

No. B-85 
be, and 

IT IS FORTHER ORDERED That the motor carrier bond or 
liabilit.y insurance coverage of Q\leen city Coach company be 
modified to include all vehicles of the merged corporations. 

IT IS FURTHER ORDERED That Queen City Coach Company shall 
file with the Commission appropriate adoption notices 
adopting the fares, charges, rates, rules, regulations, 
traffic agreements, statements of divisions and any other 
instruments hP.retofore filed by Carolina Scenic Stages and 
Smoky Mountain Stages, Inc., and in force and effect on the 
date of this Order, as provided for in Rule R4-6 of the 
Rules and Regulations of this Commission, until such time as 
the tariffs may be amended. 

IT IS FURTHER ORDERED That Queen City Coach Company shall 
institute operations over the franchises herein acquired 
within thirty (30) days from the effective d~te of this 
order and render reasonably continuous and adequate service 
to the public pursuant to the provisions of the Public 
Utilities Act and the Rules and Regulations of the 
Commission. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 27th day of March, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine~. Peele, Chief Clerk 

Queen City coach Company 
Charlott~ North Carolina Certificate No._B-69 

EXHIBIT A To transport passengers, baggage, mail and 
express over the following routes serving all 
intermediate points, except as to such 
restrictions as may be indicated in the route 
descrtption. 

I• Prom Asheville to the s. c. State Line 
over N. c. Highway 191 from Asheville via 
Avery Creek, Mills River to 
Hendersonville; thence over u. s. Highway 
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176 via East Flat Rock, Saluda and Tryon 
to the s. c. State Line. 

2. From Chimney Reck, N. c., to Lake Lure, N. 
c., over N. c. Highway 74; tben·ce to North 
Carolina-south Carolina state Line over u. 
s. 74 and N. C. Highway 9 via Hill Springs 
and retnrn over same :route. Dock·et No. 
4 I 21. 

3. From Charlotte over the Wilmont Road, 
designated on the Mecklenburg county 
Highway Hap as HighVay 196; to the 
intersection of said highway with Highway 
198; thence over County Highway J98 via 
Charlotte Municipal AirpOrt to Dixie; 
thence over county Highway 18 and 25 via 
Steel Creek Chu~ch and Shopton to the s. 
c. state Line; from· the intersection of 
county Highways 196, 198 and 200 over 
Highway 20 o via Brow Hill to the 
intersection of said Highvay with county 
Highway 18 near steel Creek Church; from 
Brow Hill over an unnumbered county 
highway to the gate of the Charlotte 
Municipal Airport. Docket No. 4279. 

4. From supply over.a. s. Highway 17 through 
Shallotte and Grissettown, a distance of 
about 17 miles, to the intersection of 
said highway vith Brunswick county Highway 
1303, with closed doors; thence over said 
Highway 1303, a distance of about 3~7 
miles, to the south Carolina line and 
return' over the same route. order dated 
July 27, 1962, in Docket No. B-17, Sub 
Io. 

5. From Wilmington over u. s. Highway 17 via 
Bo.livia to Supply; thence from Supply to 
Southport ovgr N. c. Highway 211; frcm the 
intersection N• c. Highwijy 87 and N. c. 
Highway· f33, over N. c. Highway t33 to its 
intersection vitb u. s. HigbWay 17 near 
.Wilmington. 

6. From Southport over N. c. Bi9hway 21 I to 
the i.ntersection of 21 I and 87, thence 
over 87 to the intersection cf 87 and u. 
s. Highway f 7, .a distance of about I 4 
miles.. Ref: Order dated December IO, 
1962, in Dccket No. B-17, sub 8. 

7. From Asheville, N. 
over o. s. Highways 
via Cantoni from 
Dillsboro over u. s. 

c. to Lake Junaluska 
19, 19A, 23 and 23A 

Lake Junaluska to 
Highways 19A and 23; 
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from Dillsboro to junction o. s. Highways 
19A and 19 over o. s. By. 19A and o. s. 
Highway 44f; from junction o. s. Highways 
19A and 19 at take ~unaluska to junction 
u. s. Highways 19 and 19A at Ela, N .. c., 
over u. s. Hy. 19; from Waynesville to 
junction N. c. Hy. 2BQ_and o. s. Highway 
t9 over N. c. Hy. 284; from junction o. s. 
Rys. 19 and f 9A at Ela, N. c. to Topton 
over O. s. Hy. (9; from Topton tp Murphy 
over O •. S. Rys. f 9 and 129; from Murphy to 
Ranger over Q. s. Bys. ( 9 and 64; from 
Ranger to N. ~- - Tenn. State Line over U. 
s. By. 64; from intersection of o. s. Hy. 
(9 and N. c. By. I 12 to junction u. s. By. 
19 and unnumbere a highway over N. ·c. By. 
112 and unnumbered highway via candler; 
and return same routes. 

8. From Deal•s Gap to Fontana Dam over N. c. 
By. 28 and return. 

9. From junction U. s. Hy. 19 and U. s. By. 
441, via o. s. Hy. QQI to N. c. Tenn. 
state,Lin~, and return. 

10. Prom West Asheville, via sandhill Road, 
Enka Highway to junction Enka Highway and 
U. s. Rys. ( 9 and 23, and return. 

I I• From Dillsboro, N. c., over o. s. Hy. 23 
and o. s. Hy. Q41 via Franklin, to N.. c. 
- Ga. State Line and return. 

I 2. 

13. 

From Cherokae to Gateway, 
six miles imillediately south 
over u. s. Highway ~QI. 

P'rom 
North 
south 

Ranger to Culberson at 
Carolina State Line 

and west of Ranger over 

a distance of 
of Cherokee 

the Georgia
immediately 

N.C. Hy. 60. 

Queen City Coach Company 
Charlot~ North Carolina 

EXHIBIT B - Leases or Operating Agreements 

Lease Agreement between 
Stages, as lessor, and 
company, as lessee, as 
restrictions belov) 

Carolina 
Southern 
follows: 

Scenic 
Coach 

(See 

From Wilmington over u. s. Highway 17 via 
Bolivia to supply: thence from supply to 
Southport ove~ N. c. Highway 211; frcm the 
intersection N. c. Highway 87 and N. c. 
Highway 133, over N. c. Highway 133 to its 



366 MOTOR BOSBS 

intersection with o. s. Highway 17 near 
Wil"mington. 

From Southport 
t·he inti;!rsection 
over 87 to the 
s. Highway I 7, 
miles. 

over N. c. Highway 21 I to 
of 211 and 87, thence 
intersEction of 87 and u. 

a distance of about 14 

RESTRICTION: Only local and charter 
service authorized. 

Ref: order dated December 10, 1962, in 
Docket No. B-17, sub 8. 

DOCKET NO. B-69, SOB I 15 

BEFORE THE NORTH CAROLINA OTILITIBS COMMISSION 

In the Matter of 
Application for approval to merge Smoky Mountain ) 
Stages, Inc., Carolina scenic Stages, Inc., and J ERRATA 
Coastal Stages Corporation into Queen City Coach) ORDER 
company, the surviving corp.oration. · .) 

WELLS, HEARING C0MMISSI0ij'EB. Upon review of the 
Recommended Order dated March 27, j973, due to become final 
on April 16, 1973, in the abova referred to docket, granting 
the application, the Hearing commissioner detected an 
omission in the Ordering Claus~s and concludes that the 
following should be made a part of said ordering Clauses to 
read as follows: 

11 IT IS FURTHER ORDERED That Queen City Coach Company's 
Passenger Common Carrier Certificate No. B-69, be, and the 
same is, hereby modifiel by including therein the 
intrastate operating rights embraced in Certificate No. B-
17 heretofore issued to Carclina Scenic Stages, and in 
certificate No. B-85 heretofore issued to smcky Mountain 
stages, Inc., vith duplications of authori~y, if any, 
eliminated all as more particularly described in Exhibit A 
attached to the original Order." 

IT IS, THEREFORE, ORDERED: 

That the Recommended Order in this docket, dated March 27, 
1973, to become final on April 16, 1973, be, and the same 
is, hereby amended in accordance with the above. 

ISSUED BY ORDER OF THE COMMISSION. 
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This the 29th day of March, 1913. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine H·. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. E-13, SUB 2q 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Suburban Coach Lines, Inc. -
Application for Authority to 
Sell and Transfer Stock and 
Change of Control to Carl 
Davis, Lucille Davis, Paul 
Davis and Virginia Davis 

ORDER APPROVING 
SALE AND TRANSFER 
OF STOCK AND CHANGE 
OF CONTROL 

BY THE COMMISSION: By application filed with the 
Commission on September q, 1913, Lawrence c. stoker, 
Attorney at Lav, for and on b9half of Suburban coach Lines, 
Inc., Asheville, North Carolina, seeks authority to sell and 
transfer stock and to change control of suburban Coach 
Lines, Inc., including change of control of thirteen (13) 
buses from Lawrence c. stoker and ~acgueline w. Stoker, as 
Transferors, to Carls. Davis ~nd Lucille Davis and Paul E. 
Davis and Virginia Davis, as Transferees, and to allov said 
parties hereto to docket a lien against Certificate No. B-13 
in favor of Lawrence c. Stoker and Jacqueline w. Stoker 
until the obligations and payments as set forth in the 
Contract of Purchase has been fully fulfilled and 
discharged. 

In its Order in this Docket dated October 3, 1973, the 
Commission ordered Suburban. Coach Lines, Inc., to give 
notice of its application to sell and transfer stock and 
change of control by the publication of an appropriate 
notice thereof, in a newspaper having general circdlation in 
the Asheville, North Carolina, area, herein involved, and 
same shall be published five (5) consecutive days, the 
latter publication being no later than October 15, 1973, and 
that unless a prate.st to the application by suburban coach 
Lines, Inc., and a request for hearing thereon is received 
by the Commission on or before October 20, 1973, the 
commission will render its decision thereon baeed upon the 
filings and records in this matter. 

The Ccmmission is now in receipt of an Affidavit of 
publication from the Asheville Citizen-Times reflecting 
publication made therein on October 8, 9_, 10, 11 and 12, 
1973, as required in its order in this Docket dated October 
3, 1973, and has received no protest to the involved 
application as hereinabove mentioned, no~ a request for 
bearing thereon. 
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Eased upon the application, tb9 representations contained• 
therein, the documentary evidence attached thereto and the 
Commission•s investigation, Lawrence c. stoker and 
Jacgueline w. Stoker are the sole stockholders, officers and 
owners of Suburban Coach Lines, Inc.; that suburban coach 
Lines, Inc., is currently ccndocting operations under the 
rights heretofore granted to it by the c~mmission in 
Certificate No. B-13; that there are no debts or claims 
against Transferors of the nature specified in G. s. 62-
111 (c) and that Transferees are qualified financially and 
otherwise to meet such reasonable demands as the business 
may require. 

Upon consid9ration of the rgcord and this matter as a 
whole, the Commission is of tbe oi:inion·, finds and 
concludes, that said sale and transfer of stock and change 
cf control is in the public interest, vil.1 not adversely 
affect the service to the public under said franchise and 
will not unlawfully affect the service to the public by 
other public utilities and that Transferees are fit, willing 
and able to perform such service to the public under said 
franchise and that the sale and transfer of stock and change 
of control is justified by the public convenience and 
necessity as set forth in G.S. 62-111 (a) and that the 
application should be approved. 

IT IS, THEREFORE, ORDERED AS FCLLOWS; 

(I) That the sale and transf_er of stock and change in 
control cf Suburban Coach Lines, Inc., from Lawrence c. 
Stoker and Jacqueline w. Staker to Carl s. Davis and 
Lucille Davis and Paul E. Davis and Virginia Davis be, and 
the same is hereby, approved. 

(2) That the docketing of a lien by said parties hereto 
against Certificate No. B-13 in favor of Lawrence c. stoker 
and Jacqueline w. Stoker until the obligations and payments 
as set forth in the contract of Purchase has been fully 
fulfilled and discharged be, and the ·same is hereby, 
approved. 

(~) That Suburban Coach Lines, Inc., shall 
render service .to the public as authoriz~d in 
No. B-13 and otherwise cOmply with the rules and 
of the Commission. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 30th day of October; 1973. 

continue to 
certificate 
regulations 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine H. Peele, Chief Clerk 

(SEAL) 
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DOCKET NO. B-271, SOB 3 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Carolina Coach Company, 

Complainant 
vs. 
Southern Coach company, 

Defendant 

ORDER 
DISMISSING 
PROCEEDING 

369 

BEARD IN: The Commission's Hearing Room, Raleigh, North 
Carolina, on March 6, 1973, at 2:00 P.H. 

BEFORE: Chairman Harvin B. Wooten (Presiding) and 
Commissioners John w. !cDevitt and Ben E. Roney 

APPEARANCES: 

For the Complainant: 

Thomas w. Steed 
Allen, Steed & Pullen 
Attorneys at Lav 
P. o. Box 2058, Raleigh, North Carolina 27602 

For ~he Defendant: 

Clarence H. Noah 
Attorney at Law 
1~25 Park Drive 
Raleigh, North Carolina 27605 

F. Kent Burns 
Boyce, Mitchell, Burns & Smith 
Attorneys at Law 
P. o. Box 1406, Ralei_gh, North Carolina 27602 

BY THE COMMISSION: By its Complaint filed herein on 
December 7, ) 972 1 Carolina Coach Company (bereinafter 
Carolina) alleged that Southern coach company (hereinafter 
southern) should be required by the Commission to cease and 
desist from lifting tickets of Carolina for passengers 
traveling between Raleigh and Durham and from holding itself 
out as providing service between said points. Answer to the 
complaint was filed by southern and a Reply to the Answer 
was filed by Carolina. On February 26, 1973 1 Southern filed 
its Motion asking that the proceeding be dismissed on the· 
grounds that the actions complained of are all required to 
be performed by Rule R2-56 of the Rules and Regulations of 
the Commission and that the complaint therefore states no 
basis for the relief sought. 

At the time of hearing all parties were present and 
represented by counsel. 
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After hearing oral argument from both southern and 
Carolina on the Motion ·to Dismiss, the Commission determined 
that the said Motion should be allowed as a matter of law 
and the proceeding should be dismissed. 

IT IS, THEREFORE, ORDERED: 

That the Hotion of southern 
26, 1913, is allowed and that 
Coach Company is dismissed. 

Coach Company dated February 
th~ Complaint of Carolina 

ISSUED BY ORDER OF THE COMllISSION. 

This the 15th day of March, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. !B-509 

BEFORE TRE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Greensboro Youth Baseball, Inc., 
P. o. Box 9622, Greensboro, North 
Carolina - Alleged Illegal for Hire 
Transportation of Passengers. 

HEARD IN: Hearing. Roo:11 of the 

ORDER TO CEASE 
AND DESIST FROM 
TRANSPORTING 
PASSENGERS FOR HIRE 

Building, One W~st 
North Carolina, on 
9:30 A.H. 

Commission, Ruffin 
street, Raleigh, 
June B, 1973, at 

Horgan 
Friday, 

BEFORE: Chairman Harvin R. Wooten (Presiding), 
Commissioners McD9vitt, Wells, and Roney. 

APPEARANCES: 

For the Respondent: 

None. 

For the Commission Staff: 

w. B. Partin, Jr., Esquire 
Assistant commission Attorney 
North Carolina Utilities commission 
Ruffin Building 
one West Morgan streqt 
Ralei.gh, North Carolina 27602 

BY THE CCMMISSION. On May 17, J973, the Commission issu~d 
an Order (I) requiring that the Greensboro Youth Baseball, 
Inc. temporarily cease and desist from the transportatiQn 
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of passengers for anyone other than its own members and (21, 
requiring that Greensboro Youth Baseball, Inc. appear before 
the Commission to show cause, if a_ny it has, why it should 
not obtain appropriate operating authority or in the 
alternative why the cease· and desist Order should not be 
made permanent. 

This matter came on for hearing at the atove time and 
place as set forth in the Commission Order. Mr. R. P. ·Weiss 
of High Point, North Carolin~, testified. that he had 
initiated the complaint to the Utilities commission with 
respect to the GreenSboro Youth Baseball, Inc.; that he is 
with the P.T.A. in High Point, North Carolina, which 
operates an activity bus; that' he has observed the 
Greensboro Youth Baseball, Inc. carrying charter pass~ngers 
to athletic and other events, which he has reported to the 
Commission. 

Hr. Sams. Moore, Salisbury. North Carolina, President of 
Moore Brothers Transportation Company, testified that be is 
in the motor transportation business and engages. in charter 
service; that he has observed Greens.boro Youth Baseball, 
Inc. carrying charter groups to various events and has 
reported these activities to the Commission on several 
occasions; that in yea_rs past, he has performed charter 
services· for Guilford college but has not been called on to 
do so in recent years. 

Mr. Bill White of Greensboro, Nor.th Carolina, testified on 
behalf of Greensboro Youth Baseball, Inc·.; Jie stated that he 
is the General ftanager of Greensboro Y.outh Baseball, rnc., 
which is a nonprofit organization sponsoring baseball teams 
for young people in the Greensboro area. In t966 Greensbo~o 
Youth Baseball, Inc. purchased a Greyhound bus ·for "$15,000 
for use in the transportation of its teams; that at the 
present time Greensboro Youth Baseball, Inc. bolds no 
operating certificate, exemption or otherwise, but on June 
4, J973, Greensboro Youth Baseball, Inc. did file 'with the 
commission an Application for an e~emption certificate; that 
Greensboro Youth Baseball, Inc. transports athletic teams 
and other groups for Guilford Coll9ge, and· Page and Grimsley 
High Schools in Greensboro/ and for other organizations, 
including the Elks Lodge and the Red cross; that Greensboro 
Youth Baseball, Inc. has never charged these institutions 
for the transportation of their passeng~rs but has accepted 
donations from them; for example, in 1973 to date, 
Greensb·oto Youth Baseball, Inc. has received $1,500 from 
Guilford College; that these donations are based upon 
reccmmenda tions· from Gre~nsboto Youth Baseball, Inc. as to 
its financial needs and that Guilford College has followed 
the recommendations of Greensboro Youth Baseball, Inc. in 
every case; that the same arrangements have been followed 
vith Page and Grimsley High Schools; that Greensboro Youth 
Baseball,.Inc. does not consider these donations a rental 
arrangement; that Greensboro touth Baseball, Inc. would, in 
his opinion, continue to carry these groups even if the 
donations were stopped; that Greensboro Youth Baseball, Inc. 
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also used the dormitories and playing fields of Guilford 
College as part of the arrang~ment with the college; that 
Greensboro Youth Baseball, Inc. still owes $5,000 on its 
activity bus. 

FINDINGS OF FACT 

1- Greensboro Youth Baseball, 
organization located in Greensboro, 
organi-zation · supports and sponsors 
Greensboro area and has purchased a 
transportation of its members. 

Inc. is a nonprofit 
North Carolina; the 
baseball teams in the 

bus for use in the 

2. Greensboro Youth' Baseball, Inc. holds no operating 
certificate, exemption or otherwise, from the Utilities 
Commission. 

3. In the past several years, Greensboro Youth Baseball, 
Inc. has engaged in the transportation of passengers for 
Guilford Coll~ge, as well as Page and Grimsley High Schools 
in Greensboro ana other organ~zations; that Greensboro Youth 
Baseball, Inc. has received cash donations from Guilford 
College and the other institutions in exchange fot the 
transportation of their passengers; that these donations 
have been based upon the reccmmendations of Greensboro Youth 
Baseball, Inc. as to its financial needs, which 
recommEndations Guilford Collegg and the other schools have 
followed; that Greens·boro Youth Baseball, Inc. has no 
operating authority from the atilities Commission to 
transport these pass~ngers. 

4. Greensboro Youth Baseball, Inc. has applied t,o the 
-Utilities commission for an exemption certificate but has 
not yet complied vith the Rules and Regulations of the 
Utilities Commission with rgspect, int~t alia, to the 
certification of insurance coverage for the protection of 
the public. 

s. That G. s. 62-260 (a) 
provides: 

Exemptions from regulations. 

(6), as amended in 1971, 

"(a) Nothing in this chapter shall be construed to include 
persons and vehicles engaged in one or more of the 
following services by motor vehicle if not engaged at the 
time in the transportation of other passenge~s or other 
property by motor vehicle fo~ compensation: 

11 (6}. Transportation by motor veb.icles used exclusively for 
the transportation o~ passengers tc or from religious 
services or transportation of pupils and employees to and 
from private or parochial schocls or transportation to and 
from functions for students and employees of private or 
parochial schools. 11 
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CONCLUSICNS 

It is apparent frOm the evid~nce adduced at the Show cause 
hearing that t?e Respondent Gre9nsboro Youth Bassball, Inc., 
has engaged in the transportation of passengers other than 
its members in violation of the Public Utilities laws of 
North Carolina. It further appears that the Respondent has 
unlawfully engaged in the transportation of these passengers 
for hire; the donations receiv€d from Guilford College and 
the other institutions constitute consideration to the 
Respondent for its services in transporting their 
passengers. Accordingly, the Coir,11issi9n concludes that the 
Resp6ndent should cease and desist permanently from the 
transportation of any passengers other than its members 
until such time as the Respondent has ,obtained an 
appropriate operating certificate, exemption or otherwise, 
from this Commission. The CommisSion takes notice of the 
evidance and its records that the Respondent has applisd for 
an exemption certificate but has not yet filed certification 
that it has the proper insuranca coverage reguired by law. 
Upon compliance with the Rules of the commission vith 
respect to ~he issuance of an exemption certificate, such 
certificate will be issued to the Respondent. 

IT IS, THEREFORE, ORDERED as fc~lows: 

I• That the Respondent Greensboro Youth Bas~ball, Inc., 
be, and the same hereby is,. reguired to cease and desist 
permanently from the transportation of passengers other than 
its members until such time as it has obtained appropriate 
operating authority from the ccmmission. 

2. That in the event the Respondent violates tbe terms 
or conditions of this Order, the Co~mission shall consider 
the institution of further and approPriate proceedings. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 5th day cf July, (913. 

!!ORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, ·chief Clerk 

(SEAL) 

DOCKET NO. B-245, SUB 10 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
suburban Coach Company, Incorporated, 
P. o. Box 7291, Asheville, North 
Carolina - Petition to Reduce Bus 
Service. 

O~DER TO 
SURRENDER 
FRANCHISE 
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BY THE COMMISSION: Suburban Coach Company, Incorporated, 
filed a Petition on November 24, 1972, requesting approval 
of this Commission to adopt its Timetable No. 3 and to 
cancel Timetable No. 2 alleging as justification for the 
reduction of service that the Petitioner was th~n suffering 
a daily operating loss of $39.!8. 

Upon consideration of the petition and upon taking notice 
cf previous recent reduction in service by this carrier, to 
vit: elimination of the 5:20 a.m. and 4:2.0 p .. m. schedules 
from Morganton to Oak Hill, tbs 5:50 a.m. and 4:50 p.m. 
schedules from oak Hill to Morganton, effective June 17, 
f972, and elimination of tha 5:40 p.m. Tiptop scbedule, the 
12:08 p.m. Valdese schedule and the 10:00 a.m.- Lake James
Oak Hill schedule (after October Io, (972) effective July 
10, 1972, the Commission concluded that further reduction in 
service by the Petitioner in th~ Morganton area should not 
be allowed gxcept as the justification might be established 
in a full public hearing, including evidence of p~blic need 
and an examination of the bocks and records of thg 
PetitiOner. The Commission therefore susper.ded the 
effective date of the proposed Timetable and set the matter 
for public hearing in Morganton, North Carolina for Friday, 
January 19, 1973. 

on December 14, 1972 the Commission received a letter from 
Mr. Lawrence c. Stoker, Counsel for the Applicant-carrier 
advising that Suburban Coach co~pany, Incorporated, would 
not operate on or after January 3, 1973. 

North Carolina Utilities Corrm.ission Rule R2-47 provides 
that no common carrier shall abandon service without 
obtaining written permission £rem the Commission and that 
the petition to discontinue shall be filed ten days prior to 
discontinuance of the service. N.c.u.c. Rule R2-47 further 
provides that discontinuance without vritten consent of the 
commission shall be considered good cause for cancellation 
cf the franchise. In N.c.u.c. Rule R2-47 the Commission has 
adopted the sanction of cancellation of the certificate for 
discontinuance of service without prior approval of the 
commission. 

Pursuant to N.c.u.c. Rule R2-47 the commission finds that 
Suburban coach company, Incor~orated, has discontinued 
service without prior· written consent of the commissio~ and 
concludes that the certificate should im~ediately be 
surrendered by Suburban Coach Company, Incorporated, and 
that said certificate should ba cancelled. 

IT IS, THEREFORE, ORDERED: 

1. That Suburban coach Company,~ Incorporated, shall 
surrender its franchise to operate as a motor co_mmon carrier 
passengers as contained in cc~mon carrier Certificate No. B-
245 and said certificate shall thereupon be cancelled. 
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2. That the hearing previously scheduled for 10:00 a.m. 
Friday, January 19 .. 1973 be, aIJ,d hereby is, cancelled. 

ISSUED BY ORDER OF THE COMMISSION; 

This 15th day of January, 1913. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine !i. Peele,. Chief Clerk 

(SEAL) 

DOCKET NO. T-284, SUB 3 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSIO.N 

In the Hatter of 
D 6 D Trucking Company, P.O. Box 755, 
Conover, North Carolina 28613 -
Application for Approval of Transfer 
of Ownership through stock Transfer 

ORDER 
APPROVING 
STOCK 
TRANSHR 

BY THE COMMISSION. By joint a~plication filed vith this 
Commission on Harch I, 1973, George Ray DeHart of Catawba 
county, North Carolina, bolder of. all outstanding caFital 
stock of D & D Trucking company, (hereinafter sometimes 
referred to as Transferor) and Fred Alvin Murrow of Guilford. 
county, North Carolina, (hereinafter sometime·s referred to 
as Transferee) seak approval of the commission nunc ~ro tune 
for the transfer of all of the issue.a and outstanding 
capital stock of D & D Truckin~ Company from said Transferor 
to said Transferee, thereby transferring ownership and 
control of common carrier Cartificate No. C-1.47; inter 
alia, to Fred Alvin Murrow. 

Notice of the application containing a description of the 
involved authority vas published in the commission's 
Calendar of Hearings issued March 15, 1973. Said notice 
provided that if no .protests were filed by 5:00 P.H., 
Rednesda.y, April 4, 1973, thg case would be decided on the 
basis of the application, the docuientary evidence attached 
thereto, and the records of the Ccmmission and no hearing 
would be held. 

No protests were filed and th~ application is unoppos~d. 

Applicants represent that operations are currently being 
conducted under the operating right~ contained in ccmmon 
carrier Certificate No. C-1 47 -:1na have• been continuously 
offered to tb.e public up to thg filing of this ·applicationi 
that Fred Alvin Murrow owns no interest in any other carrier 
holding either North Carolina Intrastate operating Authcrity 
or Inters_tate Authority grant.ea by the Interstate Comreerce 
Commission. 
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IT IS FURTHER REPRESENTED, that the proposed Transferee is 
experienced in the management cf ttucking operations, having 
been President of F & B Truck Line, Inc. until May 31, 1972; 
that tran·steree enjoys a good reputation in the community 
and in the trade, both with s.up~liers anO customers, and is 
well qualified to operate the business of D & D Trucking 
company. 

IT IS FURTHER REPRESENTED, that through inadvertence and 
through lack of knowledge and misinformation, Transferor and 
Transferee were unaware of the necessity of obtaining the 
approval of the Utilities commission prior to the transfer 
of the stock; that said transfer was consummated on Jun~ I, 
1972; antl. therefore, applicants request the approval of the 
stock transfer as described herein, nYn£ B!'.Q tun£, June I, 
t 972. 

From a review and study of the application, its supporting 
data and other information contained in the commission's 
files, the commission is of the opinion and so finds that 
the transaction herein proposed is in the public interest, 
will not adversely affect the service to the ·public under 
said franchise and will not unlawfully affect the service to 
the public by other public utilities and that transferee is 
fit, willing and able to perform such service to the public 
under said franchise. 

IT IS FURTHER ORDERED, that the transfer of the entire 
outstanding capital stock of D & D Trucking Company, from 
George Ray DeHart to Fred Alvin Murrcw, be, and the same is, 
hereby approved nunc 2ro tune, June I, 1972. 

IT IS FURTHER ORDERED, that fred Alvin Murrow shall 
reasonably adequate and continuous service to the 
under the franchise. of D & D Trucking company and 
with the rules and regulations of this commission. 

BY ORDER OF THE COMMISSION. 

This the 24th day of April, (913. 

render 
public 
comply 

NORTR CA~OLINA UTILITIES COMMISSION 
•Kath~rine M. Peele, Chief Clerk 

(SEAL) 
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DOCKET NO. T-(652 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
T I s c corporation, P .• o. Box 5233, States- ) 
ville Read, Charlotte, North carclina 28205 - ) 
Applicatidn for approval of transfer of Com~on ) ORDER 
carrier Certificate. No. c-ti85 fro11 Bruce ) APPROVING 
Johnson Trucking Company, through stock transfer) TRANSFER 
and merger of Bruce Johnson Trucking company ) 
into TISC corporation ) 

BY THE COMMISSION. By joint application filed witli the 
Commission on May 3, 1973, Bruce Johnson Trucking company, 
as Transferor, and TISC Corporaticn, as Ttansferee, seek 
approval of the sale and transfer of all of the issued and 
outstanding capital stock i~ Bruce Jchnson Trucking company, 
from said Transferor to Said Transferee. Petitioners also 
seek approval of the merger of Bruce Johnson Trucking 
compan_y into TISC corporation vith the surviving corporation 
being TISC corporation. 

Notice of the application, together With the description 
of the involved authority, was published in the ccmmission•s 
Calendar of Hearings issued June II, 1973. The notice 
contained the provision that if no protests were filed by 
!J:30 P.M.; Monday, ·July 2, 1973, the commission would decide 
the case on the record; and if ptotests were filed within 
the time specified, the commission would set the matter for 
bearing. 

No protests were filed and th~ application is unopposed. 

It appears from the application, the representations 
contained therein, the documentary evidence attached anO. ,our 
investigation that Bruce Johnson Trucking Company is a 
corporation duly organized and existing under the laws of 
the state of North Carolinai that Bruce Johnson Trucking 
company is currently conducting operations under the rights 
heretofore grahted to it by this Commission in common 
Carrier certificate No. c-485; that there are no debts or 
claims against Transferor of the nature specified in G.S. 
62-111, except those currently due i.n the normal course of 
business, which will be assumed by Transferor; that on 
December 29, 1972, TISC corporation (a North Carolina 
corporation) purchased all of· the issued and Outstanding 
capi ta·l stock of Bruce .Johnson Trucking Company; that since 
that date, Bruce .Johnson Trucking Company has operated as a 
wholly owned subsidiary of TISC Corporationi that the 
proposed corporate merger will enable TISC Corporation, as 

'the surviving corporation, to carry on all operations 
formerly conducted by Bruce Johnson Trucking company; that 
the management and petsonnel of Bruce Johnson Trucking 
company have remained intact since TISC corporation became 
the owner of the outsta~ding capital stock of said company 
and that Transferee is qual.ified financially and otherwise 
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ownership of the co mtton carrier authority 
in Certificate No. c-qas and provide adequate and 
service thereunder. 

Upon consideration thereof, the commission is of the 
opinion and finds that the sala of_ stock from Transferor to 
Transferee and the merger of Bruce Jchnson Trucking ccmpany 
into TISC corporation is in th:! ·public interest~ will not 
adversely affect the servica to the public under said 
franchise; will not unduly affact the service to the public 
by other public utilities; that TISC corporation is fit, 
willing and able to assu~e owngrship of the authority held 
by Bruce Johnson Trucking Company and to perform such 
service to the public una·er said franchise; that service 
under said franchise has begn continuously offered to the 
public up to the time of the· filing of the application 
her~ini that the change of control through stock transfer 
and merger is justified by the public convenience and 
necessity as cont.9mplated under G. s. 62_.111 (a} and that the 
application should be approved. 

IT IS, THEREFORE, ORDERFD: 

(I) That the change of contt:cl of Bruce Johnson Trucking 
company through the sale and transfer of all of the issued 
and outstanding shares of capital stock in said company from 
said Trarisferor to said Transfgree arid the merger of Bruce 
Johnson Trucking Company ·into TISC Cor~oration, as the 
surviving corporation, be, ana the same is hereby, approved. 

(2) That the transfer of Common Carrier Certificate No. 
C-Q85, together with the operating rightS described in 
Exhibit B attached hereto and made a part hereof, frcm Bruce 
Jchnson Trucking Company-to TISC Ccrporation, be, and the 
same is hereby, approve_d. 

(31 That TISC · Corpora~ion file with- the Commission 
appropriate evidence of insurance, lists of eguipm~nt, 
tariff of rates and charges, designation of process agent 
and otherwise comply with the.rulas and regulations of the 
Commission and institute op9rations under +.he authority 
herein acquired within thirty (30) days from the date of 
this order. · 

ISSUED BY ORDER. OF THE COMMISSION. 

This the 7th day of August, 1973. 

(SEAL) 

EOCKET NO. T-1652 

NORTH CARCLINA UTILITIES CCMMISSION 
Anne t. Olive, Deputy Clerk 

TISC corporation 
P.a. Box 5233 
Statesvilla Road 
Charlotte, North Carolina 28205 
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(1). Transportation of foodstuffs 
to points from ~ecklenburg county 

throughout ~he State. 

(2) Transportation of petroleum 
products, except· those requiring 

. special eg·uipment, from Wilmingtcn to 
Charlotte. 

(3} Transpo:ctation 
commodities, except 
special equipment: 

of general 
those requiring 

(a) Between points and places in 
Mecklenburg county. 

(b) From points and places in 
Meckl~nburg County to points and 
places in the counties of 
Forsyth, Guilford, Cabarrus, 
Buncombe, Surry, Catawba, 
Clev-aland, Ro van, Wilson, 
Durham; Washington, Davidson, 
Caldwell, anion, Stanly, 
Ruth~rford, Hi:nd·erson, HayvooO., 
Jackson, swain, Macon, Cherok~e, 
Wilkes, B~rke, McDowell, Wake, 
Cumberland and Nev Hanover~ 

(c) From points and places in the 
counties above named· to pointS 
and places in Mecklenburg 
county. 

(4) commodities requiring ref~ig-
erated equipment: 

(a} Between points and places in 
K~cklenburg County. 

(bl From points and places in 

(CJ 

M~ckl~nburg county to points and 
places in the count.ies of Wak-a, 
cl~velatid, Catawba, Cabarrus, 
Rowan, Forsyth, Guilford, 
Durham, Wilson, Nash and 
Edg~combe. 

Fro!II. i;oints 
countiaas al:ove 
and places 
County. 

and places in the 
named to points 
in Mecklenburg 
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(5) Transportation of · general 
commodities, except those requiring 
special equipment, over irregular 
routes, from Charlotte to points and 
places vi thin the follOving counties: 
Cheroke ~, Transylvania, Buncombe, 
Henderson, McDowell, Ruthoerf·ord, 
Caldwell, Burke, Cleveland, Wilkes, 
Alexander, Catawba, Lincoln, Gaston, 
Ired~ll, Mecklenburg, Surry, Yadkin, 
Davie, Rowan, Cabarrus, Onion, 
Porysth, Davidson, Stanly, Ari son, 
H.ontgom<?ry, Richmond,. Moore, 
Scotlan:1,. Lee, Rol;ieson, Harnett, 
C~mberland, Columbus, Sampson, New 
Hanover, Hake, Durham, orange, 
Alamanc~, Guilford, Rockingham, Vance 
and Hal if ax. 

DOCKET NO. T-188, SOB 3 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Tappan Carriers, Inc., P.O. Box 780, 
Clinton, North Carolina - Ap~lication ORDER 

APPROVING 
ACQUISITION 

for Approval to Acguir~ Motor c~rrier 
through Acquisition of Outstanding Capital 
Stock 

BY THE COMMISSION. By joint application filed with the 
Commission on March 29, 1973, L. i. Tappan and .J. R. 
Hubbard, P. o. Box 780, Clinton, North Carolina, as Sellers; 
and .John a. McNairy and his vifer Leigh H. McNairy, 1602 
Euclid Road, Durham, . North Ca:colina, as Pu:cchasers, seek 
approval of this commission for the sale and transfer of all 
the outstanding capital stock of Tappan Carriers, Inc., from 
said sellers to said Purchasers, thereby transferring, inter 
alia, the management and control of common Carrier 
Certificate No. C-L34. 

Notice 
involved 
Calendar 
provided 
Tuesday, 
basis of 
thereto, 
would 1:e 

of the application co.ntaining a description of the 
authority vas p~blished in the commission's 
of Hearings issued !'tay 16, 1973. Said notice 

that if no p:cotests 11are filed· by 4:30 P.H., 
June 5, 197 3, the case would be decided on the 

the application, the documentary evid-e.nce attached 
and the records of tha Commission and no hearing 

held •. 

No p:cotests were filed and the·3pplication is unopposed. 

Applicants in their joint ap~lication make the following 
representations: 
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1. That Tappan carriers, Inc,, is presently conducting 
common carrier operations under its franchise, 

2. That John o. !lcNairy and Lei_gh H. McNairy have 
entered into an agreement to pmrchase all of the issued and 
outstanding capital stock of Tappan ca:rriers, Inc., from L. 
w. Tappan and J. a. Hubbard; 

3. That L. w. Tappan and J. R. 
for a period of thr.ee years fo; the 
the develoEment of Tappan Carriers, 

Hubbard will be retainea 
purpose of continuing 

Inc., and 

q_ That Tappan Carriers, Inc., vi'll continue to provide 
service to the public under its franchise. 

Prom a review and study of the application, it_s supporting 
data and other information contained in the Commission's 
files, the commission fS Of tbe opinio_n and so finds that 
the transaction hetein proposed i3_in the public interest, 
will net adversely affect the service to the public under 
said franchise and will not unlawfully affect the service to 
the Public by other. public utilities, and that the 

· PurchaSers are fit, willing .and able tc perform such service 
to the public under Common Carrier Certificate No. C-134. 

IT IS, THEREFORE, ORDERED: That the sale and transfer o~ 
the entire outstanding capital stock of Tappan carriers, 
Inc.,., fi:om L. w. Tappan. and J. !i. Hubbard to John o. 
McNairy a~d his wife, Leigh H. HcNairy. be, and ~the same 
is, hereby approv0d. 

IT IS FURTHER ORDERED: That Tappan Carriers, Inc., shall 
render reasOnably adequate and continuous service to the 
public under Common cari:ier Certificate No. C-(34 and comply 
with the rules and regulations of this Commission. 

ISSUED BY ORDER OF THE COMMISSION, 

This the 21st day of June, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine l'I. Peele, Chief .Clerk 

(SEAL) 

DOCKET NO, T-521, 
DOCKET NO, T-521, 

SUB 9 
SUB 10 
. ' 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Thomas oliver Harper, J~., d/b/a Harper ) 
Trucking company, 1030 Hammell Drive, ) 
Raleigh, North Carolina - Extension - ) 
Contract carrier Authority ) 

RECOMMENDED 
ORDER DENYING 
APPLICATIONS 
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HEARD IN: The commission Bearing Room, Ruffin Building, 
Raleigh, North Carolinaf on Wednesday, 
September 20, 1972, at 2:00 ·P.H., and on 
Wednesday, October fl, 1972, at 2:00 P.H. 

BEFORE: Hugh A. Wells, Bearing Commissioner 

APPEARANCES: 

For the Applicant: 

Vaughan s. Winborne, Esq~ire 
I 108 Capital Club Building 
Raleigh, North Caroiina 27602 

For the Prot·estants: 

Ralph McDonald, Esquire 
Bailey, Dixon, Wooten and McDonald 
A'ttorneys at Law 
P. o. Box 2246, Raleigh, North Carolina 27602 

For: Observg~ Transportation Company 

John o. Xanthos, Esquire 
507 North Carolina National Bank Building 
Burlington, North Carolina 27215 

For: Mid-state Delivery Service, Inc. 

T. D. Bunn, Esquire 
Hatch, Little, Bunn, Jones & Fev 
Attorneys·at Lav 
P. o. Box 527, Raleigh, North Carolina 

For: Estes_Express Lines 

WELLS, COMMISSIONER. By application filed vitb the 
Commission on April 26, 1972, in Docket No. T-521, sub 9, 
Thomas Oliver Harper, Jr., d/h/a Harper Trucking Company, 
1030 Hammell Drive, Raleigh, Nortti Carolina (hereinafter 
sometimes referred to as Harper), seeks to amend his Permit 
No. P-31 by adding Wilmingtop Hospital Supply, Inc., 
Wilmington, North Carolina, as a new contracting party for 
the purpose of transporting drugs, medicines, and such 
merchandise as is customarily sold by wholesale and retail 
drug stores within fSO air miles of Raleigh; and by 
application filed with the Corr-mission on Hay 23, 1972, in 
Docket No. T-52 f, ·sub IO, Harper seeks to further amend its 
Permit No. P-31 by adding General Parts, Inc., Raleigh, 
North Carolina, as a new contracting party for the purpose 
of transporting automotive parts, supplies and accessories 
within 150 air miles of Raleigh, North Carolina, all as more 
particularly set forth in the applications in this 
proceedings. 

Both of 
commission 1 s 
description 

these dockets were no~iced in the May 31, 1972, 
Calendar of H~arings. Said notices gave a 
of th~ authority appiied for- and set the 
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applications for hearing on September 20, 1972, at the plac~ 
captioned. 

Protest was timely filed to the .application in Sub 9 by 
Estes Express .Lines and additionally a protest to the 
application in Sub 9 was filed ty Observer transportation 
Company on September JS, 1972, and the Commission having 
considered the ptotest of Observer Transportation company 
and its ,Motion to be Allowed ·to Intervene, in its discretion 
and bJ Order dated September 20, 1972,, allowed Observer 
Transportation company to enter its·protest and intervene in 
these proceedings. 

Protest to Sub 10 was timely filed.by M~d-State Delivery 
service, Inc., •and similarly Observer Transportation Companr 
filed its protest and Motion to Intervene in this docket on 
September 15, 1972, and by order of September ·20, t972, t.i1e 
Commission in its discretion allowed the protest and 
intervention. 

_ The Hearing Commissioner consolidated these two dockets 
for the purpose of hearing after counsel fOr t~e respective 
parties stipulated that this procedure was acceptable to 
them. 

The App.licant offet'ed 
Hr. Thomas Oliver Harper, 
Hamilton Sloan. 

the testimonj of three witnesses, 
Jr., fir. John Lynch and Mr. 

Hr. Earper•s evidence tended to show that he is engaged in 
the business of a contract carrier of frej.'ght • under Permit 
No. P-31 which in•volves the transportation cf drags clnd 
automotive parts, supplies and equipment within 150 air 
miles of Raleigh, North Carolina; that he offers a 
specialized service to sh:ippers, picks: up shipments in the 
afternoon and evening, assembl9s the shipments in his 
Raleigh varehouse and guarantees delivery to customers the 
next day; that he presently has contracts with R. Ha King 
Drug Company, Raleigh, North Carolina; Mutual Wholesale Drug. 
Company, Durham, North caro~ina; ~aleigh surgical supply 
-company, Raleigh·, North carclina; Scott Drug company, 
Charlotte, North Carolina; Justic.e Drug company, Greensboro, 
North Carolina; McKesson and Robbins Drug Company, 
Charlotte, North Carolina; and automotive-contracts with 
Jobbers Automotive Supply Co~pany, Rocky Mount, North 
Carolina; Target Tire and Autcmotive, Jacksonville, North 
Carolina; and Eastern Carolina Warehouse, Goldsboro, North 
Carolina; that his personne 1 is train.ea to handle the 
delivery of drugs and autom~tiv~ parts arid accessories; that 
he has one freight terminal in Raleigh and does not propose 
to add other ter·minal facilities; that he has handled 
shipments for ·Murchison Drug Company, Rilmington, North 
Carolina, and Bellamy Drug Company, Wilmington, North 
Carolina,. without having ob-t;ained authority, to do sc from 
this Commi~sion; that he has handled and ~s handling 
shipments for 0 1 Hanlon-Watson Drug Company, Winston-Salem, 
North Carolina, without having obtained authority from this 
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commission to perform this service; that be bas delivered 
and is presently delivering ·shipments for w. H. King Drug 
Company to a customer in Boykins, Virginia, without first 
having obtained appropriate ,authority from the Interstate 
Commerce Commission to pgrf~rm such service; that be has 
delivered shipments to Morganton which is beyond his scope 
of operations; that as sole owner and sole .managing officer 
of his trucking operation, be is responsible for all 
executive decisions of the business and that he has or can 
obt.ain the necessary equipment to serve the ·propose4 nev 
shippers. 

Mr. J'ohn Lynch, Apl!licant•.s supporting shipper witness, 
testified that his emp+oyer, ~ilmington Hospital Supply 
Company, ships medical and surgical. sUpplies and eguipment 
normally used in hospitals, nursing homes and doctor's 
offices , to approximately · 3/lJ of North Carolina: that his 
company has been shipping ·by E~tes, Overnite, Thurston and 
Pilot; that his company has not haen entirely satisfied with 
the service of the common carriers; that he desires to use 
the services of Harper Truc_king Company because of faster 
service and lover rates and guaranteed next day delivery and 
that he supports Applicant's appliccition in this case; that 
he has never used the services of Observer, !id-state, 
Fredrickson, or Standard. Hr. Lynch also stated that one of 
his competitors in Raleigh, Carolina surgical, was using the 
services of Harper. • ·carolin~ Surgical is not one · of 
Harper's contracting shippers. 

Mr. Hamilton Sloan, Applicant's supporting shipper 
witness, testified that his employer, Genera~ Parts, 
Incorporat~d, of which he is treasurer and Operations 
~anager, is engaged in the operation of a wholesale 
automotive p.arts war_ehouse stocking. some 41,000 part numbers 
representing sixty (60) manufacturers; that his company 
needs next day delivery service in orde~ to compete with 
other similar firms and in order to satisfy customers; that 
his firm bas been using Common carriers t~ make deliveiies; 
that they have experieii_ced difficulties in getting 
deliveries to ce~tain points by !id-State; that Harper has 
agreed to pay all claims within seven (7) days; that General 
Parts, Incorporated, has sig_11-ed a contract wl.th Harper and 
vould use his services to ~ertain points ·if the Commission 
should approve the application. 

At the close of Applicant's evidence, counsel for Estes 
Express Lines moved that the application in rel·ation to the 
proposed service to Wilmington _Hospital supply, Inc. (Sub 
9), be dismiss.ea. '.!'his Hotion was joined in• and supported 
by Observer Transportation Company. Observer also moved the 
dismissal of the application as to the proposed servic~ for 
General Parts, Inc. (Sub I 0), 11hich Motion was joined in and 
supported by ~id-State Delivery Service, ~Inc. Counsel 
argued that (I) the Applicant had not caI"r"ied the burden of 
proof sufficiently to establ-ish. a pritna facie case of need; 
(2) that Applicant's own testimony-indicated· the shippers 
proposed to be served were int~rested more in reduced rates 
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than servicei (3) that Applicant• s ovn testimony revealed he 
was proposing to_ furnish service at rates below those 
charged by common carriers for the same service; and (4) 
that Applicant was already serving the maximum number of 
shippers allowed under the Ccm1ission•s Rule (7) and had not 
shown any reason why the rule should be waived tc allow him 
to serve additional shippers. 

The 
which 
vhich 

Hearing Comm.issioner allowed the Motion in sub 10, to 
Applicant Excepted; and dgnied the Motion in Sub 9, to 
Protestants Excepted. 

~he Protestants, Estes Express Lines and Observer 
Transportation Company, presented two witnesses, who are 
employees of said company, Jo~ w. Sherrill and Joe 
Randovanic, respectively. The evidence of the Protestants 
tended to· indicate that they are fit, willing and able to 
supply the transportation needs of Wilmin~ton Hospital 
supply, Inc., and General Parts, Inc., testifying as to the 
extent of their operations, authority, equipment, and 
experienc~, and their evidence further tended to shov that 
they, and each of them, had eguiEment available and trained 
personnel sufficient to comply with all of the reasonable 
needs of Wilmington Hospital supply, Inc., and Ge-neral 
Parts, Inc. 

From the evidence presented, a-portion of which 
briefly above, and from ether information 
Commission• s files, the Hearing Com[!lissioner 
opinion and finds the following 

FINDINGS OF PACT 

is set out 
in the 

is of the 

I• That the proposed ~perations conform vith the 
definition of a contract carri~r. 

2. That the proposed op:!rations will not ·unreasonably 
impair the use of the highways by the general public. 

3. That the proposed op~rations will unreasonably imnair 
the efficient public service of carriers operating ullder 
certificates in this State. 

4.. That -there is available efficient public service 
offered ·by carriers in this State operating under 
certificates granted by this commission available to the 
supporting shippers in these proceedin-gs, which said service 
is available and offered at raaeonable rates established by 
this commission. 

5. That the Applicant is not fit to perform motor 
carrier service to additional shippers. 

6. That the 
inconsistent with 
Statutes of North 

contract 
the public 
Carolina. 

carrier service proposed is 
poli~y declared by the General 
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CONCLU SICN S 

Applicant•s proposed service to qilmington Ho~pital 
Supply, Inc., was dealt with in Docket T-521, Sub 7, heard 
before a Division of the commission. Applicant presented 
similar testimony in that aock3t to his testimony in this 
docket, and the commission conclu~ed as the result of that 
docket that Applicant's pursuit cf common carrier authority 
to provide service for Wilmington aospital supply, Inc. 

The evidence in this casa indicates that the principal 
desire for Applicant's servic9 on the part of General Parts, 
Inc., is to enable tqat company to better meet its 

· competition in the automobile parts business. It is the 
conclusion of the Hearing ccu. missioner that this is not the 
criteria contemplated under the law for the permitting of 
qonttact service, and in viev ~f thesP. circums~ances, and in 
view of the convincing evidenc9 of the Protestants, that 
common carrier service is available to General Parts, Inc., 
to enable it to accomplish its shipping needs, ve conclude 
that the application in that respect should be. denied and 
dismissed. · 

The evidence as to Wilmington Hospi~al Supply, Inc., 
indicates that it is in need of a type of transportation 
service which may not be met. by common carriers, and in this 
respect, this docket presents a more difficult question. 
our conclusion to deny Harper's application for this service 
should therefore not be construed to· be absolutely 
determinative of the needs of Wilmington Hospital Supply, 
Inc., to accompl.ish its service to its custcmers. Our 
conclusion, hovever, is that Harper has not conducted his 
present contract carrier operations in a manner which would 
indicate that he is able to take on and properly conduct 
additional contract carrier authority. It would appear from 
this record that .Harper has been unable to conduct his 
operations in a manner consistent with the law and rules 
affecting contract carriers. ihether his inability to do so 
is by design or inadve~tence is not absolutely clear from 
this record, and for this reason v~ do not carry this record 
!:eyond the additional authorit.y sought herein vith respect 
to Harper's fitness and ability. There are sufficient 
indications in the record, hov::ver, that Harper is operating 
in violation of the law and the rules to caution him most 
strongly to bring his present operations into strict 
compliance with •the statutory requirements contained in 
Chapter 62 and vith the Rules of this commission. our 
ordering clauses will deal further with this aspect of ~hese 
dockets. 

In consideration of the entire record and of 
and Order in Docket No. T-521, sub 7, we conclude 
applications in each of these docke~s should be 
dis111issed. 

the record 
that the 

denied and 
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IT IS, THEREFORE, ORDERED: 

I• That the appllcations of Thomas Oliver Harper, Jr., 
d/b/a Harper Trucking company, I 030 Hammell/Dtive, Raleigh, 
North Carolina, seeking to add tvo nev shippers to his 
contract carrier authoritY, be, and the same are, bereby 
denied and dismissed. 

2. That Thomas Oliver Harper, Jr., make cettification to 
the Commission through his attorney that he has ceased all 
illegal transportation, said certification to he made within 
Sixty (60) days from the da_te of this Order, and failure to 
do so will result in the issuance of an Order for Harper to 
Show Cause why his contract carrier Permit No. P-31 should 
not te revcked. 

3. That the Director of the Division of Hotor 
Transportation shall cause the oparations of Harper Trucking 
Company to be constantly m.oni t~rea ana closely supervised 
for a period of not less than si% months from the date of 
the effective date of this ord3r, and that any violations 
found shall be promptly reported to the Cc~mission in 
writing. 

ISSUEp BY ORDER OF THE COMMISSIO·N. 

This the 2nd day of April, 1973. 

NORTH ClROLINA UTILITIES COH"ISSION 
Katherine ·M. Peele, Chief· Clerk 

(SEAL) 

DOCKET NO. T-1642 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the !1atter of 
Hubert Joseph Keith. Route I, 
Creedmoor, North Carolina -
contract carrier Application 

RECOMMENDED ORDER 
DENYING APPLICATION 

HEARD IN: The Commission Hgaring Room, One West 
ftorgan Street, Raleigh, North Carolina, 
on Karch 27, 1973, a-t;. 10:00 A.H. 

BEFORE: Hugh A. Wells, Hearing commissioner 

APPEARANCES: 

For the Applicant: 

.Jane P. Harris 
Harris & Harris 
Attorneys at Lav 
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206 E. Jones Avenue 
Wake Forest, North Carolina 27587 

For th!:!. Protestants: 

Eugene c. Brooks, III 
Attorney at Law 
P. c. Box I 130, Durham, North Carolina 

For: Eastern Oil Transport, Inc. 
Kenan Transport Company 

WELLS, HEABING COMMISSIONER. This matter came on for 
hearing before Commissioner if~lls sitt"ing as a Hearing 
Commissioner in Raleigh~ North Carolina, in the Commission•s 
Hearing Room at 10: 00 A. l'!., March 27, I 973, upon the 
application of Hubert Joseph Keith, Creedmoor, North 
Carolina., for a con tract carrier permit to haul GrQup 3, 
Petroleum and Petroleum Products ~ithin a f00-mile radius of 
Creedmoor. The application was appropriately noticed and 
protests to the application were filed by Eastern Oil 
Transport, Inc., and Kenan Tra.nsport company, which protests 
vere allowed. 

Applicant presented the testimony of himself and that of 
Mr. Wilbur Spence Davis, Manager for Creedmoor Fuel 
Services, Inc., the proposed contracting party. The 
Applicant's testimony reveais that he holds ·no 
transportation certificates or permits and has no experience 
in the furnishing of public transportation service. He 
indicated that one of the prin=ipal officers cf Creedmoor 
Fuel Services, Inc., had express~d an interest in the need 
for some hauling of petroleum products from either 
Fri~ndship or Selma to creedmoor, particularly during the 
tobacco season. 

The Prote·stants presented th~ testimony of Hr. E. H. 
Cameron, President of Eastern Oil Transport, Inc., and Hr. 
Lee Shaffer, Executive Vice President of Kenan TranSport 
Company. Their testimony generally consisted of statements 
to the effect_ that they were prepared to offer 
transportation service being discussed and that they had 
idle equifment during the to~\lr.c·o graving season which they 
tl!=!eded to put to effect,ive and productive use. 

Based upon the evidence presented at the h~aring, the 
commission makes the following 

(. The propos8d 
of a contract carrier 

. 'General statutes. 

FINDING~ OP FACT 

operation ~nforms with the definition 
as set forth in Chapter 62 of the 

2. The proposed operaticn would unreasonably impair the 
efficient public service of ccmmcn carriers operating und~r 
certificates furnishing the same type service proposed in 
the application~ 
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3. The Applicant is willing and atle to properly perform 
the proposed service, but his fi.tness and abil_ity to do so 
bas not been estatilished. 

&. The 
the public 
Chapter 62 

proposed operations would not be consistent with 
interest and' the public policy declared in 

of the General Statutes. 

Based upon the foregoing Findings of Fact, the commission 
-C0NCL0Q]~ that the application should be denied. 

ACCORDINGLY, IT IS, THEREFORE, ORDERED: 

That the application be, and hereby is, denied and this 
docke·t closed and dismissg,d. 

ISSUED B.Y ORDER OF THE COMMISSION. 

This the 13th day of September, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. T-1659 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Randleman 1 s city Pick-Up & Delivery 
Service, Inc. - Application for Irregular 
Route ccmmon carrier Authority 
to Transport General Commodities and 
certain Specified Commodities Betvaen 
certain Points in North Carolina 

RECOMMENDED 
ORDER 
DENYING 
APPLICATION 

HEARD IN: The Hearing Room of the Commission en septemb~r 
21, \973, at 10:00 a.m. 

BEFORE: Ben E. Roney, commissioner 

APPEARANCES: 

For the Applicant: 

w. Hugh Thompson 
Emanuel and Thompson 
Attorneys at Law 
1406 Branch Bank Buildinq 
Raleigh, North Carolina 

and 
Robert M. Ward 
Attorney at Law 
Box 1231, Burlington, North Carolina 
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For the Protestants: 

T. D. Bunn, and 
David a·. Permar 
Hatch, Little, Bunn, Jones & Few 
Attorneys at Law 
Box 527, Raleigh, North Carolina 
Appearing For: overnite Transportation Company, 

Burtis Express, Inc .• , Thurston Motor Lines, 
Inc., Fredricksen Motor Express Corporaticn, 
Stan~ard Trucking Company, Central Motor Lines, 
Inc., Estes Express Lines, Old Do.minion 
Freight tines 

Ralph McDonald 
Bailey, Dixon, Wooten, McDonald & Fountain 
Attorneys at Lav 
P. o. Box 2246, Raleigh, North Carolina 27602 
Appearing For: M. L. Hatcher Pick-Up & Deliverr 

Services, Inc., State -Motor Lines, Inc. 

For the Commission Staff: 

E. Gregory Stott 
Associate Commission Attornay 
North Carolina Utilities Commission 
Ruffin Building 
Raleigh, North Carolina 27602 

RONEY, HEARING C0:1.MISSIONEB. A.pplicati°on was filed with 
the Commission on June 13, 1973, by Randleman•s City Pick-Op 
& Delivery Service, Inc., 1800 E. Bessemer Avenue, 
Greensboro, North Carolina, for common carrier authority for 
the transportation of Group I, General commodities; Group 
16, Furniture Factory Goods and supplies; Group 17, Textile 
Mill Goods and supplies, over irregular routes within a 
defined territory without respect to particular highways 
between points and places within and from Greensboro, North 
Carolina, to points and places within the State. 

Notice of Hearing containing a description 
authority applied for was giv9n in the Commission's 
of Hearings issued July (3, (973. 

of the 
Calendar 

Protests and Motions for Intervention were filed by 
overni te Transpor.ta tion company, Richmond, Virginia; Burris 
Express, Inc., Albemarle, Ncrth Carolina; Thurston Motor 
Lines, Charlotte, North Carclina; Fredrickson Motor Express 
corporation, Charlotte, North Carolina; Standard Trucking 
Company, Charlotte, North Carolina; Central Motor Lines, 
Inc., Charlotte, North Carclina; Estes Express Lines, 
Richmond, Virginia; Old Dominion Freight Lines, High Point, 
North Carolina; M. L. Ratchgr Pick-Up & Delivery service, 
Inc., Greensboro, North Carolina; and State Motor Lines, 
Inc., Hickory, North Carolina. 
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Affidavits in support of the application were filed 
September IO, I 973, by Mr. John B ... Bridgers, P. o. Box 1968, 
~ilson, North .Carolina; Mr. Daniel B. Shepherd, P. O. Box 
3429, Kinston,. North Carolina; and Mr. w. N. Butler, 2013 
Castle street, 'lil'ilmington, _North Carolina; with notice from 
Applicant's Attorney, Mr. Hugh Thamp~on, that Affiants would 
not be called to testify orally at the hearing or be subject 
to cross-examination unless Protestan·ts or the commission 
demanded the right of cross~e1amination by notice mailed.or 
delivered to Applicant prior tc or during the hearing. 
counsel for Protestants objected to the admission of the 
affidavits of Mr .. John B. BriQ.gers, Hr. Daniel B. Shepherd·, 
and Mre Iii,. H. Butler, unless they were present at the 
bearing and available for cross-examination. 

The Applicant testified that he was fit and 'financially 
able to provide the necessary services ·if given a 
Certificate of Public Convenignce and Necessity pursuant to 
G. s. 62-1 .f O. Applicant further testified that there seemed 
to be a need for additional sarvicss. 

Testimon·y was offered that Applicant was presently 
supplying services in these requested areas under a leasing 
agreement with Wall Trucking ccmpany, Inc. Under thiS lease 
agreement,. AppliCant solicits th,2 bu~ineSs, employs and 
controls the drivers, buys the licenses and pays the 
insurance. This leasing agreement h·as received no written 
confirmation from the North Carolina Utilities Ccmmission. 

Applicant further testified that ~:bile operating Under the 
leasing agreement he delivered property to Henderson (Vance 
county), Smithfield" (Johnston County}, Lillington (Harnett 
county), Williamston (Martin County} and Elizabethtown 
(Bladen c·ounty) • At this time Protestants moved to have 
Walls' s operating ci.uthori.ty incorporated into the record. 

Applicant offered as witnesses Billy E. Young, H. B. 
Fuller Industries; Pete Oldham, Electrical Manufacturer's 
Agent; n.uthur L. Evans, Barber-Ay9rs Company; Ralph Shelton, 
Public Storage Warehouse, Inc.; and Thomas Clinton Duncah, 
Casard warehouse. Each of the witnesses testified that 
there seemed to be a public demand and need for the prcfosed 
service in addition to the existing authorized service. Mr. 
Y6ung also testified that Applicant had transported 
commodities to Henderson for him. Applicant offered no 
further evidence or witnesses. 

Mr. Shelton testified that Mr. Randleman had handled some 
interstate pool shipments for him. 

The Protestants moved that the application _be dismissed at 
the close of Applicant's testimony on the grounds that the 
Applicant had not sustained the burden cf proof required 
under North Carolina Utilities Ccmmission Rule R2-15: 
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(a) that the public demand and 
proposed service in addition to 
servic~; 

need exists for the 
existing authorized 

(b) that Applicant is. fit· to perform these services 
p:coperly. 

Protestants arg~ed that Applicant is not properly fit to 
perform these servic~s due to the fact that through his own 
testimony he had admitted to operating illegally. by an 
improper leasing agreement and operating beyond the 
authority granted Wall Trucking Company by this Commission • 

. The Protestants offered testimony of Thurstcn Hellar, 
State Motor Lines., Inc.; Austin Hatcher, Jr., ·K. L. Hatcher 
Pick-Up & Delivery Services, Inc. i John v. Luckadoo, 
Thurston Hotor Lines, Inc.; Joe w. Sherrill, Estes ·Express 
Lines; John Burton, Overnit~ Transportation Company; and 
Carl Leslie, Burris Express, Inc. These witnesses testified 
that if Applicant was· granted the requested authority it 
would permit unnecessary duplication of service, decrease 
prospective tariffs to the Protestants, tend to increase 
cost to the shippers and result in unprofitable operations. 
The following witnesses were t~ndered and their exhibits put 
into the record by reference: 

(I) Loy Foster - Fredrickson Motor Express Corporation 
(2) Ed Fulk - Central Motor Lines, Inc. 
(3) Bob Jordan - Standard Trucking company 
(4) Jasper Weathers - Standard TruckiDg Company 
(5) Tcm Coon - Old Dominion Freight Lines 

· Following Protestants' evidence, the motion to dismiss the 
application was renewed. 

Upon consideration of the application, the record in this 
case, the testimony and exhibits presented and the evidence 
adduced, the Hearing CommissiOner makes the following 

FINDINGS OF FACT 

1. -That the Applicant, ~homas w. Randleman, through his 
evidence and personal ·appearanc<: at the hearing of this 
matter has demonstrated hims~lf to be willing ana able to 
perform the proposed service 3na solvent and financially 
able to enter into the trucking business~ 

2• That the public convanience 
require the· proposed servica in 
authoriz~d transportation service. 

and necessity do not 
addition to exi~ting 

3. That the Applicant has been transporting pool 
shipments which may have been of an interstate nature. 

4. That if Applicant is entitled to any authority at 
all, it would probably be as a contract carrier due tc the 
limited scope of his operations. 
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5. That the Applicant is 
agreement that is in violation of 
Commission Rule Rl-12 and R2-6. 

operating urider 
North Carolina 

393 

a lease 
Utilities 

6. That lessee, Wall Trucking Company, as a common 
carrier operating under the authcrity of the ccmmission has 
failed to file a report with the commission covering all 
rented and leased ve.hicles pursuant to North Carolina 
Utilities commission Rule R2-7. 

7. That Applicant, pursuant to a leasing agreement· with 
Rall .Trucking company, has transported .commoditi<:s to points 
and places that are not within Wall Trucking company•s 
operating authority. 

8. That Applicant should cease ·and desist from further 
violaticns of ~orth Carolina Public Utilities Law. 

Whereupon, the commissioner reaches the foilowing 

CONCLUSIONS 

The determination in this proceeding is governed by G.S. 
62-262, North Carolina Genaral Statutes·, and by applicable 
Commission rules, including ·North Car.olina Utilities 
commission Rule R2- I 5 (a), RI-I 2, R2-6, R2-7. 'lhe testimony 
of the witnesses, the financial statement and the verified 
application received as ev.idence 4stablish that Thomas w. 
Randleman, d/b/a .Randleman City Pick-Up 6 Delivery service, 
Inc., is willing and able to <:!,Ilter into a new business 
providing the proposed service and is solvent and 
financially abl~ to do so, and wculd probably be able to 
fUrnish adequate service on a continuing basis were he 
engaged .in this business. The contested issue in this 
matter is whether public convenience and necessity require 
the proposed service in addition to existing authorized 
transportation service. 

G.S. E2-262(e) North C~rolina General Statutes provides 
the following: 

"If the application is for a certificate, the burden of 
proof shall be upon the appli.cant to show to th~ 
satisfaction of the ComIPissiol'I: (I) That public 
convenie,nce and necessity require the proposed service in 
addition to existing authorized transportation service 

" 
Mr. Randleman•s and his vitnesses•s testimonies relate to 

some difficulty in getting proper service from the other 
motor carriers. The evidence tended to show there were some 
delays in delivery but that each witness was generally 
satisfied with the service they were receiving at the 
present time. 

From Applicant's own testimony it appears that he is in 
violation of the North Carolina Utilities Commission rules 
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in regard to his transporting authority and the validity of 
his leasing agreement. These violations could reflect on 
the fitness of thg, Applicant. 

The existing law which governs the actions of this 
Commission as ,cited above requires not cnly that applicants 
offer evidenc~ to show their fitness and a need for the 
proposed service, but that they must carry the burden of 
proof in doing so, thus proving their case in an adversary 
proceeding over the objections and evidence of the 
protestants. This the Applicant has failed to do. 
Accordingly, the application for common carrier authority 
must !le denied. 

IT IS, THEREFORE, ORDERED 

1. That the application for common carrier authority be, 
and herety is, deniad. 

2. That Randleman City Pick-Op & 
either bring their leasing agreement 
the NOrth Carolina Utilities 
regulations or cease and desist ftom 
leasing agreement. 

Delivery Service, 
into compliance 

Commission rules 
operating under 

Inc., 
with 
and 

said 

3. That further operation by Randleman City Pick-Up & 
Delivery and Wall Trucking Company under the present leasing 
agreement will be considered prima facie evidence that such 
action is in willful and wanton viclation of North Carolin~ 
Utilities Commission rules and regulations. 

4. That the Applicant c9ase and desist frcm delivering 
property to .points and places not encompassed within t·he 
operating authority of Wall Trucking company and that.any 
such further violation. will b9 considered wanton and willful 
and will be dealt with appropriately by the North Carolina 
Utilities commission pursuant to G. s. 62-325, North 
Carolina General statutes. 

ISSOEO BY ORDER OF THE COMMISSION. 

This the 25th day of October, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COHHISSION 
Katherine M. Peele, Chief Clerk 
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DOCKET NO. T-1504, SOB I 

BEFORE THE NORTH CAROLINA UTILITIES COftMISSION 

In the Matter of 
) 
) FINAL 

. ) ORDER 

395 

Application of Beasley Transport, Inc., 
Colerain, North Carolina, for Contract carrier 
Permit to Ti:ansport Group 3, Petr.oleum and 
Petroleum Products, in Bulk, in Tank Trucks and 
Motor Oil and Grease in Drums or Cases, Intra
state, North Carolina 

) APPROVING 
) APPLICA
) TION 

HEARD IN: 

BEFORE: 

~PPEARANCES: 

The Commission Hearing Room, Ruffin 
Building, One weSt Horgan street, 
Raleigh, North Carolina, on December 
18, 1972, at 2:00 P. M. 

Commissioners Hugh A. Wells (Presiding) , 
John w. McDevitt and Kiles H. Rhyne 

For the Applicant: 

w. L. Cooke, Esqui·re 
Pritchett, Cooke & Burch 
P. o. Box 9, Windsor, North Carolina 

For the Protestants: 

J. Ruffin -Bailey, Esquire 
Bailey, Dixon, Wooten & McDonald 
P. o. Box 2246, Raleigh, North Carolina 

For: Kenan Transport Company 
O'Boyle Tank Lines, Inc. 

WELLS, COMMISSIONER. Recommended Order in this docket was 
entered by Chairman l'tarvin R. Wooten on November 13, 1972, 
denying the application. Subsequently thereto, and in apt 
t~me, Exceptions to the ReGo·mmended Order were filed by 
counsel for Applicant. Said Exceptions were set for Oral 
Argument at the above captioned time and place. 

The matter came on for hearing before Commissioners Wells, 
McDevitt and Rhyne, with Commissioner Wells presiding. it 
the opening of the Oral Argument, the parties, through their 
respective counsel, stipulated that the authority applied 
for would be amended to delete any proposed authority to 
engage in the tCansportation of LP gas or propane gas (as 
described in the second and third paragraph of Applicant's 
Exhibit A attached to its applicatiori). Upon the entering 
of said stipulation and its acceptance by the presiding· 
commissioner, Protestants, Kenan Transport company and 
O'Boyle Tank· Lines, Inc., through their counsel of record,, 
withdrew their protest and requested to be excused from 
further participation in this docket, but further requested 
that they be furnished vith a copy of the Commission's Order 
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herein. Protestants I request and · motion to vi thdrav vas 
allowed. 

Upon the 
Exceptions 
counsel, the 

record herein, 
to the Reco~mended 

commission makes the 

the consideration of 
Order, and argument 
following 

FINDINGS OF FACT 

the 
of 

1- That the proposed operations Conform with the 
definition of a contract carrier. 

2. That the proposed o.perations will not unreasonably 
impair the use of the highways by the general public. 

3. That the Applicant is fit, willing and able to 
properly perform the service proposed as a contract carrier. 

q_ That the proposed operations will not unreasonably 
impair the efficient public service of carriers operating 
under certificates in this State. 

5. That the public service offered by common carriers in 
this state operating under certificates granted by this 
commission available to the Applicant is not sufficient to 
meet the needs of the shippers with whom Applicant has 
contracted to serve. 

6~ That the proposed operations 
with the public interest and the public 
the General Statutes of North Carolina. 

are not inconsistent 
policy declared by 

Upon the foregoing Findings of Fact, the Commission 

CONCLUDES 

That the Applicant has satisfied the burden of proof 
required for the granting of the authority sou·ght as 
described in its application. and that the application as 
herein filed should be a~proYed and granted. 

IT IS, THEREFORE, ORDERED: 

That the application of Beasley Transport, Inc., as 
amen_ded, seeking contract carrier permit to engage 1n the 
transportation of petroleum and petroleum products, liquid, 
in bulk, in tank trucks, and in the transportation of motor 
oil and grease in drums or cases by trucks, as described in 
Exhibit A (as amended) to the application, and as described 
in Exhibit A as attached hereto, be, and the same hereby is, 
approved and granted, and the Recommended Order originally 
entered herein hereby is overruled. 

IT IS FURTHER ORDERED that Beasley Transport, Inc., file 
evidence of liability insurance, schedule of minimum rates 
and charges, list of eguipment, designation of process agent 
and otherwise comply with the rules and regulations of the 
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Commission and 
herein acquired 
this Order. 

institute Operations 
within thirty (30) days 

under 
from 

the authority 
the date of 

BY ORDER OF THE COMMISSION. 

This the 2nd day of January, f973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Anne L. 01iYe, Deputy Clerk 

DOCKET NO. T-1soq, SUB I Beasley Transport, Inc. 
Colerain 

EXHIBIT A 

North Carolina 

Contract carrier Authority 

Transportation of petroleum and 
petroleum products, liquid, in 
bulk in tank trucks, as set 
focth in Group 3 of the 
Commission's Rule R2-37 from the 
oil terminals in Selma, North 
Carolina, to the bulk plants of 
c. w. Beasley Oil Company, Inc., 
in Colerain, North Carolina, 
Rindsor Oil Company, Inc., in 
Windsor, North Carolina, and 
Plymouth Oil company of 
Washington County, Inc., in 
Plymouth, North Carolina, and 
also to other petroleum 
distribution facilities operated 
by C. W. Beasley Oil Company, 
Inc., Windsor Oil Company, Inc., 
and Plymouth Oil Company of 
Washington County, Inc., in 
Martin, Hertford, Bertie, 
Washington, Tyrrell, and Dare 
counties, North Carolina, under 
bilateral contracts. 

Transportation of motor oil and 
grease in drums or cases by 
trucks from points and places in 
the State of North, Carolina to 
the bulk plants of c. w. Beasley 
Oil Company, Inc., in Windsor, 
North Carolina, and Plymouth Oil 
Company of Washington County, 
Inc., in Plymouth, North 
Carolina, and also to other 
petroleum distribution facil
ities operated by c. w. Beasley 
Oil Company, Inc., Windsor Oil 
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Company, Inc., and Plymouth Oil 
company of Washington County, 
Inc., in Hartin, Hertford, 
Bertie, Washington,. Tyrrell and 
Dare Counties, North Carolina, 
~oder tiilateral contracts. 

DOCKET NO. T-1638 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Builders Transport, Inc., P.O. Box 7057, 
Savannah, Georgia 31408 - Application 
for Contract carrier Authority 

RECOHftENDED 
ORDER GRANTING 
AUTBOBITY 

HEARD IN: 

BEFORE: 

APPEARANCES: 

The Commission Hearing Room, Ruffin Building, 
Raleigh, North Carolina, on Wednesday, February 
14, 1973, at 10:00 P.H. 

w. G. English, Jr., Examiner 

For the Applicant: 

Ral~h McDonald 
Bailey, Dixon, Wooten & McDonald 
Attorneys at Lav 
P. o. Box 2246, Raleigh, North Carolina 27602 

For the Protestant: 

F. Kent Burns 
Boyce, ttitchell, Burns & smith 
Attorneys at Lav 
P. o. Box 1406, Raleigh, North Carolina 27602 
Appearing for: Burton Lines, Inc. · 

ENGLISH, EXAl!INER: By application filed vi th the 
Commission on December 29, 1972, in Docket No. T-1638, 
Builders Transport, Inc., P. O. Box 7057, Savannah, Georgia 
31 408 (hereinaft·er sometimes referred to as Builders) seeks 
authority to engage in the transportation of commodities 
under Group 21, as follows: Plastic pipe and materials and 
supplies necessary for the installation thereof from the 
plantsite o~ Johns-Hanville Corporation in Butner, North 
Carolina to call points in North Carolina as a contract 
carrier under an individual written contract with the 
shipper, Johns-Manville Corporation, a Delaware corporation. 

Notice of the application shoving the time and place of 
hearing, vas given in the Commission•s Calendar of Hearings 
issued January 4, 1973. 
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Protest to the application vas timely tiled by Burton 
Lines, Inc., of Durham, North Carolina. 

All parties were either present at the hearing or 
represented by counsel. 

SUHMARY OF EVIDENCE 

The Applicant offered the testimony of two witnesses, Mt. 
Charles c. Gay and ftr. Harold s. Ray. 

ftr. Gay's evidence tended to shov that he is President of 
and the sole stockholder of Builders Transport, Inc., a 
Georgia corporation with its principal office and place of 
business in Savannah, Georgia; that the primary business of 
the corporation is that of a contract carrier by motor 
vehicle operating in Several states in interstate commerce 
under authority issued by the Interstate Commerce Commission 
and operating in the intrastate commerce in the states of 
Alabama and Georgia; that the corporation has been engaged 
in the business of a motor freight carrier since 1963 
presently utilizing the serYices of approximately 200 
employees; that Applicant has transportation contracts with 
the Johns-Hanville Corporation as well as several other 
shippers; t.hat Applicant's recent balance sheet and income 
statement, Exhibits 3 and q respectively, shov that it is in 
sound financial condition; that Applicant proposes to 
purchase five tractors and ten 45-foot trailers to be 
dedicated to the use of Johns-Manville corporation and 
stationed at its Butner, North Caiolina plant, said trailers 
to be equipped with boxes or compartments underneath the 
floor in which to carry pipe couplings and fittings; that 
~pplicant has ~ntered into a contract with Johns-Manville 
Corporation to serve its plant at Butner, North Carolina; 
said contract guaranteeing Applicant not less than 3,600,000 
pounds of freight annually; that Applicant has not 
negotiated rates and charges with Johns-Manville 
Corporation, but that the transportation rates shall be 
equal to the prevailing rates of North Carolina common 
carriers engaged in similar transportation. 

Kr. Harold s. Ray, Applicant's supporting shipper witness, 
testified that he is employed by Johns-HanYille Corp~ration 
as Traffic Manager of its Trucking Division with corPorate 
general headquarters in Denver, Colorado and stated {hat his 
company is constructing a plant in Butner, North Carolina 
for the purpose of manufacturing plastic pipe; that the 
plant should be in operation in September or October; that 
the plastic pipe vill be made in diameters from one to 
fifteen inches; that the various sizes of pipe are used for 
sever lines, to bury telephone lines and f·6r golf courses 
and home sprinkler systems, etc.; that the anticipated 
annual production will be approximately 32 million pounds 
annually or 1600 truck loads of which 250 to 300 truck loads 
will be shipped to points within the State of North 
Carolina; that the plastic pipe is sold to local telephone 
companies, to Western Electric Company, to sewerage 
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contractors, to distributors, to contractors and to 
distributors vho sell piping in small quantities; that about 
90 percent of the pipe g'oes to a job site where the material 
is unloaded from the truck.and put in or laid alongside a 
trench; that the nee·as of Johns-Manville• s North Carolina 
customers are presently being supplied from its plants 
located in Hanville, New Jersey; Franklin, Pennsylvania and 
Green Cove Springs, Florida; that almost every order 
delivered to a customer has some sort of special instruction 
relative to its delivery; that Johns-Hanville. has· fourteen 
private carriage vehicles in Sav~nnah that it uses to 
transport pipe from the Gre.en CoYe Springs area to the North 
Carolina area; that Johns-Manville's pipe is delivered and 
sold in truckload amounts only; that the pipe is produced in 
twenty-foot lengths plus another foot or foot-and-a-half for 
the .11 bell end", are unitized for shipment and loaded in tvo 
twenty-foot sections on a flat bed trailer; that from 
experience Johns-Manville has found that the best method is 
to transport the pipe on 45-foot flat bed trailers in order 
to allow some space between the lengths of pipe so that the 
pipe ends do not come in contact during transit possibly 
resulting in damage to the ends Of the pipe; that Johns
Manville is selling a product and selling a service: that. 
the time of deliTery is very important since the contractor 
may have a work crew at the job site waiting to install the 
pipe; that Johns-Hanville d9es not plan to rely solely on 
the dedicated equipment of a contract carrier but will use 
common carriers during peak periods; that a portion of the 
shipments from Butner will involve several stop-offs for 
unloading a part of the load for different consignees; that 
no business is presently being tendered to North Carolina 
common carriers from the Butner plant since it is not yet in 
production; that Johns-Hanville has used the services of 
Builders Transport.in shipping from other plants and has 
been well-satisfied with the service; that should this 
Commission fail to grant the requested contract carrier 
authority to Builders Transport that Johns-Hanv{lle will 
resort to private carriage to ship the production of the 
Butner plant;. that Johns-Manville uses an irregular route 
common carrier to transport pipe from the Green cove 
Springs, Flotida plant: .. and that several North Carolina 
common carriers, including the protestant, Burton Lines, 
Inc., discussed vith Johns-Manville the possibility of 
handling shipments from the Butner plant. 

Protestant, Barton Lines, Inc., Durham, North Carolina, 
offered the testimony of,~ts Vice President, G. E. Hartin, 
Jr., who te~tified that his company holds interstate 
opera ting au:t,hori ty from the .Interstate Commerce Commission 
and Common Carrier Certificate No. C-33 from the North 
Carolina Utilities Commis.sion authorizing the transportation 
of general commodities in seventy-seven (77) counties in 
North Carolina and the transportation of building materials 
between all points and places within the State of North 
Carolina; that his company's Durham terminal is located 
about fifteen miles from the Johns-Manville plant at Butner; 
that Burton Lines, Inc., owns 61 tractors and has leased 49 
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tractors; ovns 101 flat bed trailers and has leased 33 flat 
bed trailers; that some of the tractors have compart■ents 
underneath for carrying side racks used in hauling tobacco 
which vould accommodate the pipe fittings, such as are 
shipped by Johns-Hanville; that Burton Lines, Inc., has been 
engaged in the business of hauling building materials such 
as lumber and clay pipe and routinely drops off supplies at 
construction sites; that Burton Lines, Inc., stands ready, 
willing, and able to handle the intrastate business of 
~ohos-Manville; that it has actively solicited the business 
of Johns-Hanville and if necessary, vould purchase or lease 
any additional equipment needed to accommodate the shipments 
from Johns-nanville 1 s Butner plant. 

From the eviaence offered, a portion · of vhich is set 
aboTe, the Hearing Examiner makes the folloving 

FINDINGS OF FACT 

(I) That Applicant, Builders Transport, Inc., is a 
Georgia corporation holding authority from the Interstate 
commerce Commission to operate in interstate commerce and 
holding intrastate authority authorizing operations in 
intrastate commerce in the states of Alabama and -Georgia, 
but holds no intrastate authority for operations within the 
State of North Carolina. 

(2) That the Applicant proposes to engage in the 
transportation of plastic pipe together vith materials and 
supplies necessary for the installation thereof from the 
plantsite of Johns-Kan•ille Corporation in Butner, North 
Carolina, to all points in North Carolina as a contract 
carrier under individual written contract with o.ne shipper; 
Johils-Hanville Corporation. 

(3) That the plastic pipe is used primarily for water 
pressure pipe, sever lines, underground telephone lines, and 
undergrouna sprinkler systems; and that the pipe and 
fittings are usually delivered to a job site where the 
material is unloaded and put in or laid alongside a trench. 

(4) That the proposed operations conform vi th the 
definition of a contract carrier in the Public Utilities 
Act. 

(51 That the proposed 
impair the efficient public 
unaer certificates, or rail 

operations will not unreasonably 
service of carriers operating 
carriers. 

(6) That the proposed service will not unreasonably 
impair the use of the highways by the general public. 

(7) That the Applicant is fit, willing, and able to 
properly perform the service proposed as a contract carrier. 

(8) That the proposed operations will be consistent vith 
the public interest and the policy declared in the Pub1ic 
Utilities Act. 
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(9) That 
necessary to 
Corporation. 

MOTOR TRUCKS 

the Applicant owns or can acquire the equipment 
serve the Butner plant of the Johns-Manville 

( f 0) That Protestant, Burton Lines, Inc.,· holds North 
Carolina Common carrier Certifica~e No. c-33 authorizing the 
transportation of general ,commodities in seYenty-seven (77) 
counties in North Carolina and the transportation of 
building materials between all points and places within the 
State of North Carolina. 

( 11) That Burton Lines, 
intrastate transportation 
Butner plant. 

Inc., 
service 

CONCLUSIONS 

deSires 
from 

to perform the 
Johns-Manville's 

The Hearing Examiner concludes that the bulk of the pipe 
produced by Johns-Manville at its Butner plant cOuld not be 
transported in intrastate commerce in North Carolina under 
building materials authority since shipper vitness, Harold 
s. Ray, testified that: 11 the pipe is used for water 
pressure pipe, for sever, gravity sever lines, to bury 
telephone lines, for golf courses, for home sprinkler 
systems. It is generally made to be buried ·in the ground. 11 

and, n ••• but it is about 90 percent of the business goes to 
a job site where the material• is unloaded from the truck and 
put in the trench or laid alongside the trench. 11 This 
clearly indicates that the majority·of the plastic pipe is 
not intended for use as a part of a building; and therefore, 
could nOt be transported under building materials authority. 

Burton Lines, Inc., does not hold general commodities 
authority in twenty-three North Carolina counties; and 
hence, could not offer Johns-Manville Corporation service in 
the transportation of plastic pipe to twenty-three counties. 

Johns-Manville Corporation desires the services of 
Builders Transpo~t, Inc., and Applicant stands ready, 
willing, and able to serYe the shipper. 

Builders Transport, Inc., has satisfied the burden of 
proof required for the granting of the authority sought as a 
contract carrier. 

THEREFORE, IT IS ORDERED: 

I• That Builders Transport, Inc., P. o. Box 7057, 
Savannah, Georgia, be, and it is hereby, granted a contract 
carrier permit in accordance vith Exhibit A attached hereto 
and made a part hereof. 

2. That the operations herein approved be commenced when 
Applicant has filed with the Commission its schedule of 
minimum rates and charges, evidence of appcopriate liability 
insurance coverage. lists of equipment, designation of 
pcocess agent, and otherwise complied v~th the rules and 
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regulations of the North Carolina Otili ties Commission, all 
within thirty (30) day~ from the date ,of this Order. 

3. That the authorization 
co-nstitute a permit until. a formal 
issued and tranS111itted to the 
transportation herein descripea. 

herein set forth shall 
permit shall have been 
Applicant authorizing the 

ISSUED BY ORDER OF THE COttMISSION. 

This 20th day of June, 1973. 

(SEAL) 

DOCKET NO. T-(638 

EXHIBIT A 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine K. Peele, Chief Clerk 

Builders Transport, Inc. 
Contract Carrier of _Property 
SaYannah, Georgia 

Transportation of Group 21, Plastic 
pipe and materials and supplies 
necessary for the installation 
thereof,-from the plantsite of Johns
Manville corporation in Butner, North 
Carolina, under a bilateral written 
contract vith the Johns-HanYille 
Corporation. 

DOCKET NO. T-(638 

BEFORE THE NORTH CAROLINA UTILITIES COMHISS~ON 

In the Matter of 
Builders Transport, Inc., P. o. Box 7057, 
savannah, Georgia 31408 - Application for 
Contract carrier Authority 

ORDER 
CORRECTING 
ERROR 

'BY THE CO!IMISSION. It haYing come to the attention of the 
Commission that a clerical error exists in Exhibit A 
attached to the Order in this Docket dated June 20, 1973, 
which became a final order of the Commission on July 10, 
(973, said error being the qmission of the destination 
points to be served by Builders Transport, Inc., as shovn on 
Exhibit A of said Order, and 

The Commission be.ing of the opinion that said error should 
be corrected. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

'(I) That the Operating 
Exhibit A of said Order 
rewritten to read: 

Authority description as shown in 
be, and the same is hereby,· 
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"Transportation 'Of Group 21, Other Specific 
Commodities, Tiz: Plastic pipe and materials and 
supplies necessary for the installation thereof, 
under a bilateral. ·vri tten contract with the Johns
Manville- corporation, from the plan.tsi te of Johns
Manville corporation in Butner, North ·Carolina, to 
all points and places in North Carolina." 

(2) That, except as herein amended, the Order of 
(973, which became a final order of the commission 
10, 1973, shall remain in full force and effect. 

.June 20, 
on July 

BY ORDER OF THE COMMISSION. ( 

This the 24th day of September, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. T-1362, SUB 5 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Application of Commercial and Package Delivery) 
Service, Inc., for contract Carrier Permit to ) RECOMMENDED 
Transport Materials and supplies bet.ween ) ORDER 
Wilmington and Points and Places in North ) GRANTING 
Carolina under Bilateral Contract vith E. I. ) CONTRACT 
du Pont de· Nemours and Company, Intrastate, ) CARRIER 
North Carolina. ) AUTHORITY 

HEARD IN: 

BEFORE: 

The Commission Rearing Room, 
One West Morgan Stree·t, 
Carolina, oil March 7., 1973, at 

Commissioner Hugh.A. Wells 

APPEARANCES·: 

For the Applicant: 

Jam.es L. Nelson, Esquire 
IOI south Fifth Avenue 

Ruffin Buildirig, 
Raleigh, North 
I 0:00 A.N. 

P. o. Box 1506, Bilmillgton, North Carolina 

WELLS, HEARING COMftISSIONER. This matter came on for 
hearing before Commission€r Wells sitting as a Hearing 
Commissioner upon the application referred to in the heading 
above. 

At the outset of the hearing it appeared to 
Commissioner that the Applicant had submitted an 
to its application which would have the 

the Hearing 
amendment 

effect of 
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restricting the atithority applied for, the application 
requesting in effect to have the authority to be as follows: 

11 To transport materials and supplies used by 
E. I. du Pont de Nemours company between the 
plant site at Cape F~ar and points in North 
Carolina." 

The applicatiOn to a■end was allowed. 

Applicant presented the testi~ony of its President, Mr. 
Jerry Williams and of Kr. Roy w. Matthews, Purchasing Agent 
at the du Pont Cape Fear Plant. Hr. Williams testified as 
to his company's background and experienqe in ptoYiding 
local pickup and delivery setvice as a contract carrier, 
citing ·that he is presen~ly proYiding.a service similar to 
that applied for in this' docket to du Pont •s Kinston, North 
Carolina, plant. Mr. Matthews testified as to the need for 
du Pont to have a local contract carrier provide service to 
deliver materials and supplies to the du Pont Cape Fear 
facility to be used in connection with its manufacturing 
processes at said plant. 

Based upon the information contained in the application 
and the evidence presented at the hearing, the Commission 
makes the following 

FINDINGS OF FACT 

1. That the proposed operations conform with the 
definition of a contract carrier. 

2·. That the proposed operations will not unreasonably 
impair the use of the highways by the general public. 

3. That the 
properly perform 
carrier. 

Applicant is 
the services 

fit, willing 
proposed as 

and able to 
a contract 

q. That the proposed operations will not unreasonably 
impair the efficient public service of carriers operating 
under certificates in this State. 

5. That the public service offered by common carriers in 
this State operating under certificates granted by this 
commission available to the Cape Fear Plant of du Pont de 
Nemour.s Company is not sufficient to meet the needs of said 
shipper, which Applicant has contracted to serve. 

6. That the proposed operations 
with the public interest and the public 
the General Assembly of North Carolina. 

are not inconsistent 
policy declared by 



406 MOTOR TRUCKS 

Upon the foregoing Findings of Fact, the Commission 

CONCLUDES 

That the Applicant has satisfied the burden of proof 
required for the granting of the authority sought as 
described in its application and as amended, and that the 
application as filed and amended should be approved and 
granted.. · 

IT IS, THEREFORE, ORDERED: 

That the application of Commercial and Package DeliYery 
Service, Inc .. , as amended, seeking contract carrier permit 
to engage in the transportation of materials and supplies 
for use and on behalf 9f. du Pont de Nemours and Company at 
its Cape Fear Plant in Nev HanoYer County, North Carolina, 
and other points and places in the state of North Carolina 
and as described ·in Exhibit A as attached hereto, be, and 
the.same hereby is, approved and granted. 

IT.IS FURTHER ORDERED That Commercial and Package DeliYery 
Service, Inc., file evidence o~ liability insurance, 
schedule of miDJ.mum rates and charges, list of equipment, 
designation of process agent and otherwise comply vith the 
rules and regulations of the Commission, and that it 
institute operations under the authority herein granted 
within thirty (30) days fro■ the effective date of this 
Order. 

ISSUED' BY ORDER OF THE COMMISSION. 

This the 26th day of March, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine H. Peele, Chief Clerk 

DOCKET NO. T-1362, sub 5 Com■ercial and Package DeliYery 
Service, Inc. 

EXHIBIT A 

Route 6, Box 53-A 
Wilmington, North Carolina 

Contract CarrieE Authority 

To transport Group 21, materials 
and supplies used by E. I. du 
Pont de Nemours Company between• 
the plant site at cape Fear ahd 
points and places in North 
Carolina. 
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DOCKET NO. T-1672 

BEFORE THE NORTH CAROLINA UTILITIES COttMISSION 

In the Matter of 
Contract Transporter, Inc., 320 Northside Drive, 
Lexington, Davidson County, North Carolina 27292 
Application for a Contract carrier Permit 

ij07 

ORDER 
GRANTING 
PERMIT 

HEARD IN: Commission Library, Ruffin Building, One West 
Morgan Street, Raleigh, North Carolina, on 
October 25, 1973, at 2:00 P. M. 

BEFORE: Ben E. Roney, Hearing Commissioner 

APPEARANCES: 

For the Applicant: 

Thomas w. Steed 
Allen, steed, and Pullen 
P. o. Box 2058, Raleigh, North Carolina 27602 

For the Commission: 

John R. Kolm 
Associate Commission Attorney 
North Carolina Utilities com·mission 
one .West Korgan street 
Ruffin Building 
Raleigh, North Carolina 27602 

Protestants: None 

RONEY, HEARING COMMISSIONER: By Application filed with 
the Commission on August 31. 1973. Contract Transporter• 
Inc.• 320 Northside Drive. ,Lexington, North Carolina. seeks 
authority to operate as a contract carrier under a bilateral 
contract with Joseph Schlitz Brewing company, transporting 
as •follows: 

Group 21: Bottles to be transported from the ovens
Illinois plant at ftidway, North Carolina, to the Joseph 
Schlitz Brewing Company brewery ·and warehouse in and 
near Winston-Salem. North Carolina; rejected bottles, tier 
sheets, pallets, frames and miscellaneous packing 
materials to be transported from the Joseph Schlitz 
Brewing Company brewery and warehouse in and ·near 
Winston-Salem, North Carolina to the Ovens-Illinois plant 
at Midway, North Carolina. 

Upon the call of this matter for hearing at the captioned 
time and place, Applicant was present and represented by 
counsel. No one gave notice or appeared at the hearing in 
granting of the contract carrier authority sought herein. 
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The Applicant offered the testimony of its President, Mr. 
James B. svirig, and Mr. Perle H. Crary, Traffic Research 
Analyst, Joseph Schlitz Brewing Company, ttilvaukee, 
Wisconsin. Mr. Swing testified that his experience in the 
trucking business includes 23 years with Maybelle Transport. 
The Applicant described the operation of t·he specialized 
equipment he has ordered and expects to be delivered 
December 10, 1973. The Applicant introduced as evidence the 
contract between Joseph Schlitz Brewing Company· and contract 
Transporter, Inc., setting forth the spe'cialized 
transportation service he will render to Joseph Schlitz 
Brewing Company. He also explained that he had adequate 
financlng for the equipment. 

Mr. Crary testified that he had been engaged in the 
transportafion industry for 31 years. He testifie~ that he 
had made an investigation into other possible carriers vith 
respect ."to. ·whether they could render the required service. 
He also testified vitb respect to the specialized service 
and equi_pment. 

A copy ·of the contract was filed at the tiBe of the 
hearing.-. 

FINDINGS OF F~CT 

Upon consideration of the Application and the evidence 
adduced, the commission finds as follows: 

J. That the Applicant is ex?erienced in the trucking 
business. 

2. That the Applicant has contracted to perform a 
specialized transportation serTicea 

3. That the Applicant plans to use specialized equipment 
in proTiding this serTice. 

q_ That the Applicant is financially able to furnish 
adequate service on a contin.uing basis. 

5. That no other carrier appeared able to perform the 
specialized transportation service. 

CONCLUSION 

The Hearing Commissioner thus concludes that the Applicant 
has met the burden of proo·f and shown satisfactorily: 

f. That p~blic convenience and 
proposed service in addition to 
transportation service, and 

necessity require the 
existing authorized 

2. That the Applicant is fit, willing and able to 
properly perform the proposed service, and 
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3. That the Applicant is solYent and financially able to 
furnish adequate serYice on a continuing basis. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

I• That Contract Transporter, Inc., is hereby granted a 
contract carrier per■it to transport bottleS, rejected 
bottles, tier sheets, pallets, frames and·aiscellaneous 
packing materials between the ovens-Illinois plant at 
Midvay, North Carolina, and the Joseph Schlitz Brewing 
Co■pany brewery and varehouse in and near Winston-Salem, 
North Carolina, as set forth in the Application. 

'ISSUED BY ORDER OF THE COMMISSION. 

· This the 26th day of October, 1973. 

(SEAL) 

DOCKET NO. T-1672 

EXHIBIT A 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

Contract Transporter, Inc. 
320 Nortbside DriYe 
Lexington, North Carolina 

contract carrier Authority 

Transportation of Group 21, Other 
Specific Commodities, viz: Bottles 
to be transported from the Ovens
Illinois plant at Bidvay, North 
Carolina, to the Joseph Schlitz 
Brewing company brewery and warehouse 
in and near Winston-Salem, North 
Carolina;· rejected bottles, tier 
sheets, pallets, frames and 
miscellaneous packing materials to be 
transported frOm the Joseph Schlitz 
Brewing Company brewery and warehouse 
in and near Winston-Salem, North 
Carolina, to the ovens-Illinois plant 
at Midvay, North Carolina. 

DOCKET NO. T-1672 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Contract Transporter, Inc., 320 Northside Drive, 
Lexington, Davidson county, North Carolina 27292 -
Application for a contract Carrier Permit 

) 
) ERRATA 
) ORDER 

BY THE·COM!ISSION. It having come to the attention of the 
Commission that certain clerical errors exist in the Order 
in this docket dated October 26, 1973, said errors being (I) 
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the omission to name the contracting parties in Exhibit "A" 
of said order; (2) the omission to designate the origin and 
destination points in the decret_al paragraph, as set forth 
in Exhibit "A", and (3) the omission of decretal paragraph 
number tvo ad Yising Contract Transporter, In¢., ·vith respect 
to filing requirements. 

The ,Commission, being of the opinion, finds and concludes 
that sai·d errors should be corrected: 

IT rs, THEREFORE, ORDERED AS FOLLOWS: 

I• That Exhibit "A" of said order be, and the same hereby 
is, rewritten a~ shovn on the attached Exhibit "A 11 • 

2. That the decr~tal paragraph of said order be, and the 
same hereby is, rewritten to read as follows: 

"That Contract Transporter, Inc., is hereby granted a 
contract carrier permit to transport bottles from the 
ovens-Illinois plant at nidvay, North Carolina to the 
Joseph Schlitz Brewing Company brewery and warehouse 
on and near Winston-Salem, North Carolina; and to 
transport rejected bottles, tier sheets, pallets, 
frames and miscellaneous packing materials from the 
Joseph Schlitz Brewing Company brewery and warehouse 
in and near Winston-Salem, North Carolina, to the 
Oven:S-Illinois plant at Bid_vay, North carolina. 11 

3. That decretal paragraph number .tvo is hereby added to 
read aS follows: 

11 2. That Contract Transporter,. Inc., file with the 
Commission evidence of the required insurance, lists 
of equipment, schedule of minimum rates and Charges, 
designation of process agent and otherwise comply 
with the rules and regulations of the commission, and 
institute operations under the aUthority herein 
acquired _within thirty (30) days from the·date of 
this Order. 11 

ISSUED BY ORDER OF THE COMMISSION. 

This 1st day of November, 1973. 

(SEU) 

DOCKET NO. T-1672 

NORTH CAROLINA UTILITIES COMMISSION 
Anne L. Olive, Deputy clerk 

Contract Transporter, Inc. 
320 Northside Drive 
Lexington, North Carolina 
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~ontract carrier Authority 

Transportation of Group 21, other 
speCific commodities - bottles fro■ 
the Ovens-Illinois plant at BidVay, 
North Carolina, to the Joseph Schlitz 
Brewing coapany brewery and warehouse 
in and · near Winston-Sale■, Horth 
Carolina, and rejected bottles, tier 
sheets·, pallets, frames and 
miscellaneous packing materials from 
the Joseph Schlitz· Brewing Company 
brewery and var0bouse in and near 
Winston-Salem, North Carolina, to the 
ovens-Illinois plant at -llidvay, North 
Carolina under bilateral contract 
with the Joseph Schlitz Brewing 
Company. 

DOCKET RO. T-f662 

BEFORE THE NORTH CAROLINA UTILITIES COftKISSION 

In the Matter of 
c. w. Currin, fliddleburg, North Caroli.Dai 
Application to Transport Group ·21, Mobile 
Homes, Nev and Used in the North Carolina 
Counties of Warren, Vance, Granville, 
Franklin, Halifax, Wake, Johnston, Nash, 
Wilson, Pitt, Edgecombe, Northampton and 
Person 

l 
) RECOMMENDED 
) ORDER 
) GRANTING 
) OPERATING 
) AUTHORITY 
) 

HEARD IN: Commission Hearing Room, Ruffin Building, one 
West Morgan Street, Raleigh, North Carolina, 
on Thursday, Septemher 20, ·1973, at 10:00 A. K. 

BEFORE: Ben E. Roney, Hearing Commission.er 

APPEARANCES: 

For the Applicant: 

Mr. Charles F. Blackburn 
Perry, Kittrell, Blackburn and Blackburn 
Post Office Box 139 
Henderson, North Carolina 27536 

For the commission Staff: 

Kr. Jerry B. Pruitt 
Assistant Commission Attorney 
North Carolina Utilities commission 
Post Office Box 991 
Raleigh, North Carolina 27602 
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For the Protestants:· 

Mr. Thomas S. Barrington 
Barrington and Stultz 
Post Office eox· .535, Eden, North Carolina 
Appearing for: Horgan· Drive Away, Inc. 

Mr. John P. Williamson 
Yarborough, Jolly, and Williamson 
Post Office Box 96, Louisburg, North Carolina 
Appearing for: Jones Mo?ile Homes of Louisburg 

RONEY,, HEARING C0IUIJISSI0NER: By Application filed on Ju_ne 
18, 1973, c. w. Currin seeks authority to operate as a 
common carrier 1n the transportation· of Group 21, mobile 
homes, new and used, between all points and places in the 
Nortli Carolina Counties of Warren, Vance, Granville, 
Franklin, Halifax, Wake, Johnston, Nash, Wilson, Pitt, 
Edgecombe, No:ct!lamptO~, and Person. · 

Notice vas 
July 13, 1973, 
20, 1973, in 
Raleigh,·" F,orth 

published in the calendar of Hearirigs issued 
setting the matter·for hearing on September 
the Commission Hearing Room~ Ruffin Building, 
Carolina. 

Mr. Thomas s. Harrington appeared for the Protestant, 
Morgan Drive Away, Inc., and.Hr. John P. Williamson appeared 
for the .Protestant, Jones• Mobile Homes of Louisburg. Both 
Protest'an:ts agreed to vithdrav their protests if the 
Applicant would agree to amend his Application to include 
only the Counties of Warren, Vance, Halifax, Northampton, 
and Edgecombe, and to exclude the hauling of homes from or 
for manufact.urers but not otherwise. The Applicant agreed 
to so amend his Application. The Applicant then proceeded. 
to offer his testim·ony and the .testimony of three vi tnesses 
who would like to use the proposed service, Mr. B. G. 
Stephenson, Mr. Robert D. Drinkard, and Mr. Thomas Oglesby. 

Based upon the evidence of 
Commissioner ·ma~es the following 

FIND~NGS OF FACT 

record, the Hearing 

(I) That the Applicant is solvent and is financia1ly fit, 
willing, and able to properly perform the proposed 
transportation service, based upon his present management 
experience and his experience in the mobile ~ome industry. 

(2) That :there presently exists a need for the 
transpoi;::taticm ·Service propose·d. 

'ifhere·up:o·n "tti·e' Heiring co·mmissioner reaches the following 

CONCLUSIONS 

Based upon ·the· evidence presented, the Findings of Fact 
reflecting· that· evidence and the applica~le law, the 
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A~plicant should be granted the requested operating rights 
forthwith. 

IT IS, THEREFORE, ORDERED: 

(IJ That a Common Carriei; Certificate be i~sued to c. W. 
Currin, in accordance with Exhibit B attached hereto. 

(2) That c. w. Currin shall comply with the laws of this 
State and the Rules and Regulations of this commission and 
begin operations under the authority herein granted within 
thirty (30) days from the effective date of this Order. 

(3) That the authorization herein shall constitute a 
Certificate until a fo.rmal Certificate shall have been 
transmitted to the Applicant authorizing the transportation 
set forth in Exhibit B. 

ISSOED BY ORDER OF THE COMMISSION. 

This the 3rd day of October, 1973. 

(SEAL) 

NORTH "CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

DOCKET NO. T-J662 c. w. Currin 

EXHIBIT B 

Middleburg, North Carolina 

Irregular .RQ.!!i§. Common Carrier 
Authority 

Transportation of Group 21, mobile 
homes, new and used, between all 
points and places in the North 
Carolina Counties of Warren, Vance, 
Halifax, Northampton, and Edgecombe 
and to exCludE! the hauling of mobile 
homes in these Counties from or for 
manufacturers but not otherwise. 

DOCKET NO., T-681, SUB 37 

BEFORE THE NOR_!H CAROLINA UTI°LITIES COMMISSION 

.~n the Matter of 
Application of Helms Motor Express, Inc., P. o. 
Drawer 700, Albemarle, North Carolina 28001 ORDER 

HEARD IN: The Co~mission Bearing Room, Ruffin Building, 
one ·. west Morgan street, Raleigh, North 
carolill:a, at 10:00 A.M., Friday, February 2, 
i 9730 , 
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BEFORE: 

APPEARA~CES: 

MOTOR TRUCKS 

Chairman Harvin R. Wooten, Presiding, and 
Commissioners John ff. McDevitt and Ben Roney. 

For the Applicant: 

J. Ruffin Bailey 
Bailey, Dixon; Wooten & McDonald 
Attorneys at Lav 
P. o. Box 2246, Raleigh, North Carolina 27602 

WOOTEN, CHAIRMAN •. This matter arises upon the application 
filed by Helms Motor Express, Inc., P. o. Drawer 700, 
Albemarle, North Carolina 28001, for common carrier 
authority to transport Group 21, flat glass and glass 
glazing units over irregular routes, in the territory, as 
amended, described as from points and places in Sampson 
County and Scotland County, to points and places throughout 
the State of North Carolina, and the return of racks, 
containers or other devices used in the hand1ing and 
movement of flat glass and glass glazing units to point of 
origin. Said application was filed with the commission on 
November 17, 1972. 

Notice of the application, containing a description of the 
authority applied for, and setting the matter for hearing at 
the above time and place was given in the commission's 
Calendar of ·Hearings issued on December 6, 1972. 

Protest was filed with the Commission by Superior Trucking 
Company of Atlanta, Georgia, which said protest was 
withdrawn by said Protestant in writing on the date of the 
hearing. No other protests were received by the commission 
and no one appeared at the hearing to protest the granting 
of the application sought herein. 

Upon the call of this matter for hearing, the Applicant 
moved the Commission to ameiid its applica•tion in such a 
manner as to apply for authority for the movement of flat 
glass and glass glazing units in a territory described as 
from points and places in Sampson County and Scotland 
County, North Carolina, to all points and places in North 
Carolina, and ·the return of racks, containers or other 
devices used in the handling and movement of flat glass and 
glass glazing units to the point of origin. 

Upon the call of this matter for hearing, Mr. Vallon L. 
Burris, PreSident of Helms Motor Express, Inc., testified 
regarding the need for the transportation services, 
authority for which his company was seeking in this 
application, and the fitness, willingness and ability of 
Helms Motor Express, Inc., to properly perform such 
se:t'vices. Also testifying for and on behalf of the 
Applicant was Hr. Paul L. Wendt, vho is the Assistant 
Director of Traffic for Libby-Owens-Ford Company and is in 
charge of the shipping for said company. Hr. Wendt 
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testified regarding the need of his company for the services 
heI:"ein applied for and th·e need of the general. public, 
contractors and others for the movement of the materials 
which his compariy produces in both intra- and interstate. 

Prom the evidence offered, a portion of which is 
summarized above, the Commission makes the following 

FINDINGS OP FACT 

(. That the Applicant owns the necessary equipment for 
the movement of the commodities in the territory described 
and applied for in the application, as amended. 

2. That the Applicant and its employees are ezperienced 
in the movement of the commodities herein applied for and in 
the use of equipment for the handling thereof for which 
authorization is sought. 

3. That the Applicant is Dov engaged in limited 
movements of the products here sought in a limited territory 
in this State under its general Commodities certificate 
heretofore issued by this commission. 

4. That the Applicant is fit, willing and financially 
able and otherwise qualified and able to properly perform 
adequate services as proposed in this amended application 
and to continue such services as long as the need therefor 
exists. 

5. That. the public convenience and necessity requires 
the services of the Applicant for the hauling of Group 21, 
flat glass and glass glazing units, as• srecifi7d, in 
addition to other existing transportation services in the 
territory described as from points and places in Sampson 
county and Scotland County, North Carolina,. to all points 
and places in North Carolina, and the return of racks, 
containers or other devices used in the handling and 
movement of flat glass and glass glazing units to the point 
of -origin. 

It appears from the evidence 
transporting the commodities herein 
territory requested is substantial 
increase. 

that the 
involved 
and will 

need for 
in the 
probably 

In view of the evidence and the law applicabl:e, the 
Commission concludes that the Applicant has satisfied the 
burden of proof required by statute and that the 
application, as amended, and as specif-ied herein should be 
granted. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

1- That Helms ttotor 
Albemarle, North Carolina 
granted authority as an 

Express, Inc., P. O. Drawer 700, 
2800 I, be, and it is, hereby 
irregular route common carrier to 
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transport Group 21 commodities in accordance with Exhibit B 
attached hereto. 

2. That operations shall begin under this authority when 
the APplicant has filed with the North Carolina Utilities 
Commission tariff schedules of rates and charges, and has 
otherwise complied with the rules and regulations of this 
Commission, all of which is to be done within thirty (30) 
days from the date of this Order. 

3. That the authorization herein shall constitute a 
certificate until a formal certificate shall have been 
transmitted to the Applica~t authorizing the transportation 
herein set out. 

LSSUED BY ORDER OF THE COMMISSION. 

This the 8th day of February, 1973. 

(SEAL) 

DOCKET NO. T-681 
SUB 37 

EXHIBIT B 

NORTH CAROLINA UTILITIES COMMISSION 
Katherin~ M. Peele, Chief Clerk 

Helms Motor Express, Inc. 
P. Q. Drawer 700 
Albemarle, North Carolina 28001 

Irregular ..RQ..yte Common Carrier 
Authority 

Transportation of Group 21, flat 
glass and glass glazing units over 
irregular routes in the territory 
described as from points and places 
in Sampson County and Scotland 
county, North Carolina, to all points 
and· places throughout the State of 
North Carolina, and the return of 
racks, containers, or other devices 
used in the handling and movement of 
fi"<lt gl.ass and gl.ass gl.azing units to 
the point of ocigin. 

DOCKET NO. T-681, SUB 37 

BEFORE THE NOR.TH CAROLINA UTILITIES COHHISSION 

In the Matter of 
Application of Helms Motor Express, Inc., 
P. O. Drawer 700, Albemarle, North Carolina 
2eoo I. 

SUPPLEMENTAL 
ORDER 

BY THE COMMISSION. This 
the above-entitled docket on 
Order did not refer to the 

Commission issued its Order in 
February 8, (973, and said 
fact that the Applicant, Helms 
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I 

l'lotor Express, Inc., also .was seeking a certificate of 
registration under the provisions of Sect.ion ·206 (a) (6) of 
the Interstate Commerce Act, as amended. However eVidence 
of said fact vas presented to the commission and notice of 
such filing vas properly filed vith the Interstate Commerce 
Commission and appeared in the Federal Register as by lav 
provided. 

That said findings of 
shall be supplemented as 
enumerated as paragraph 
follows: 

fact and the ordering 
follows: Findings 

no. 5 is amended so as 

paragraphs 
of Fact, 
to read as 

ns. That the public convenience and necessity requires 
the service of the Applicant for the hauling of Group 21, 
flat glass and glass giazing units, as s~ecifi?dr in 
addition to other existing transportation serYices in the 
territory described as from points and places in Sampson 
County and Scotland county, North Carolinar to all points 
and places in North Carolinar and the return of racksr 
containers or other devices used in the handling and 
movement of flat glass and glass glazing units to the point 
of origin. 

"This need exists to the e_xtent above referred to, both in 
interstate and intrastate commerce, and it appears from .the 
evidence that the need for transporting the commodities 
herein involved in the territory requested is substantial 
and will probably increase. 

11In view of the evidence and the lav applicabler the 
Commission concludes that the Applicant has satisfied the 
burden , of proof required by statute and that the 
application, as amended, and as specified herein should be 
granted both in int~rstate and in intrastate commerce and 
they should be permitted to file a copy of this Order as 
evidence for a certificate of registration vith the 
Interstate Commerce Commission. 11 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

That the Order of February 8, (973, shall be amended so 
that decretal Paragraphs I, 2, and 3 shall read as follows: 

"I• That Helms Kotor Express, Inc., P .. o. Drawei 700, 
Albemarle, North Carolina 28001, be, and it is, hereby 
granted authority as an irregular route common carrier to 
transport Group 21 commodities in accordance with Exhibit B 
attached hereto, both in interstate and intrastate commerce .. 

11 2. That operations shall begin under this authority when 
the Applicant has filed vith the North Carolina ~tilities 
Commission tariff schedules of rates and charges, and has 
otherwise complied, vith the rules and regulations of this 
Commission, all of which is to be done vithin thirty (30) 
days from the date of this Order and a copy of this Order 
may be filed with the Interstate commerce commission, 
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pursuant to 
Interstate 
certificate 
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the provisions of section 206 
commerce Act, as amended, 
of registration. 

(a) (6) of the 
as evidence for a 

"3. That the authorization herein shall constitute a 
certificate until a formal certificate shall haYe been 
transmitted to the Applicant authorizing the transportation 
herein set out and shall be used as evidence of such 
certificate for the purposes set out in 2 aboYe. 11 

ISSUED BY ORDER OF THE COMMISSION. 

This the 11th 'day of April, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. T-681, SUB 38 

BEFORE THE NORTH CAROLINA UTILITIES CO!HISSION 

In the Matter of 
Helms Motor Express, Inc., Application for 
Authority to Transport Group I General 
Commodities over the Territory set.Forth 
in said Application 

ORDER GRANTING 
ADDITIONAL 
OPERATING 
AUTHORITY 

BEARD: Commission Hearing Room, Raleigh, North 
Carolina, on March I, 2, and 15, 1973 

BEFORE: Chairman Marvin R. Wooten, Presiding, 
Commissioners John w. McDeYitt and Ben E. Roney 

APPEARANCES: 

For the Applicant: 

J. Ruffin Bailey and Ralph McDonald 
Bailey, Dixon, Wooten & McDonald 
Attorneys at Lav 
P. o. Box 2246, Raleigh, North Carolina 27602 

For the Protestants: 

T.· D. Bunn and David H. Permar 
Hatch, Little, Bunn, Jones & Fev 
Attorneys at Lav 
P. o. Box 527, Raleigh, North Carolina 27602 
Appearing for: Overnite Transportation Company, 

Thurston Motor Lines, Inc., and 
Lloyd Motor Express, Inc. 
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For the Commission Stalf: 

Edward B. Hipp, Commission Attorney 
217 Ruffin Building 
Raleigh, North Carolina 27602 

BY THE COM~ISSION. On December 8, 1972, the applicant 
Helms !1.otor Express, Inc. (hereinafter called "Helms") , 
filed Application for additional operating authority to 
transport Group I, general commodities, over routes set 
forth in the Application and the maps attached thereto 
consisting of the following: 

A. From the junction of U. S. Highway 74 and N. c. 
Highway 381 near Hamlet, North Carolina, over N. c. 
Highway 381 to'Gibson, North Carolina, thence over N. 
c. Highway 79 to Laurinburg, North Carolina, and 
return over the same rout~ serving all intermediate 
points. , 

B. From Laurinburg, North Carolina; oYer u. s. Highway 
501 to Rowland, North. Carolina, thence over U. s. 
Highway 30 I to ·Lumberton, North Carolina, and return 
over the same route serYing all intermediate points. 

c. 

D. 

Between ftaxton, North 
Car-Olina, over N. c. 
intermediate points. 

Carolina, and Raemon; North_ 
Highway 130 serYing all 

Between Rowland, North Carolina, 
North Carolina, over N. C. Highway 
intermediate points. 

and 
130 

Whiteville, 
serving all 

E. Prom the junction -of N. c. Highway 130 and N. c. 
Highway 904 over N. c. Highway 904 to Pair Bluff, 
North Carolina, thence over u. s. Highway 76 to 
Chadbourn, North Caroiina, and return over the same 
route 'serving all intermediate points and serving 
Cerro Gordo, North Carolina, as an off-route point. 

F. Prom Fair Bluff, North Carolina, over N. C. Highway 
904 to Tabor City, North Carolina, thence over U. S. 
Highway 701 to its junction with N. c. Higvay 130 and 
return over the same route serving all intermediate 
points. 

G. 

H. 

Between Cba.dbourn, 
North Carolina, over 
intermediate points. 

North Carolina, and Tabor City, 
N. c. Highway 410 serving all 

·Between Lumberton, North 
North Carolina, over N. c. 
intermediate points. 

Carolina, and Fairmont, 
Highway 41 serving all 

On DecembeI: B, 1972, Helms filed with the Commission 
notice of filing of Application for publication in the 
Federal Register under Section 206 (a) (6) of the Interstate 
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commerce Commission Act, as amended, Which notice vas 
forwarded to the Interstate commerce Commission, Washington, 
D. c., on January 4, 1973. Thereafter, notice of filing of 
motor carrier intrastate application, dated January 12, 
1973, and setting forth the instant application, appeared in 
Volume 36, No. 11, of the Federal Register of Wednesday, 
January J7, 1973, on page 1683, vhich said notice gave the 
date of hearing as February (5, 1973, at 10:00 A. 1'1., at the 
Hearing Room, North Carolina Utilities Commission, Ruffin 
Building, Raleigh, N. c. A corrected republication of the 
aforesaid notice appeared in Volume 38, No. 20; of the 
Federal Register of Wednesday, January 31, 1973, on page 
3025. 

Joint Protest and Motion for Intervention vas filed on 
February 2, 1973, by overnite Transportation company and 
Thurston Plotor Lines, Inc., and Protest and _tlotion for 
Intervention was filed on February 21, 1973, by Lloyd Motor 
Express. 

The 11.pplication was set for h·earing and notice published 
in the Truck Calendar, and the case came on for hearing on 
Karch I, 1973, in accordance with said notice. 

The applicant offered the testimony of the following 
vi tnesses: 

Vallon t. Burris, Presid~nt, Helms, testified regarding 
the proposed operations under the 11.pplication; that Helms 
owns 189 trailers ·and leaseS 33 trailers, and owns its 
tractors in sufficient capacity to serve the territory 
applied for; that Helms had purchased land for a new 
Fayetteville terminal vhich could serve the routes applied 
for; that Helms• operating ratio for 1972 calendar year was 
92.81%, with net income of $163,000; and that Helms had 
improved ·its loss and damage claims handling and had added a 
new safety supervisor. 

Carl Kears, general 
c., testified .that the 
quicker truck shipments 

me.rcantile business, Fair Bluff, N. 
additional service would provide 

than the present service. 

Frank Tyndall, fflercantile business, 
Gibson, N. c., testified that existing 
allow adequate service to Gibson and that 
delays. 

z. V. Pate, ·rnc., 
·carriers did not 
shipments incurred 

Paul Rogers, Jr., President, F. w. cox supply Company, 
Tabor City, N. _c., testified that the service of existing 
motor carriers was slow and that the Helms terminal a·t 
Whiteville would provide better service under the proposed 
Application. 

Robert Soles, owner-operator of R. C. Soles Company, Tahor 
City, N. c., testified that service of existing carriers was 
slow, requiring 2 to 16 days, and further testified in 
support of the Application as Mayor of Tabor City. 
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Leonard Proctor, ftanager of Columbus Motor Company, 
Whiteville, N. C., testified in support of the Application. 

Anne w. Small, 
Chamber of commerce, 
of the Application. 

Executive Secretary, Greater Whiteville 
Whiteville, N. c., testified in support 

John Thompson, Vice President, Columbus Supply Company, 
Whiteville, N. C., testified in support of the Application. 

Hovard A. Jones, city Manager of Whiteville, N. c. 
testified in support of the Application. 

Col. Joe L. Dietzel, Town• Manager, Fairmont, 
testified that service of existing motor carriers was 
and fucther testified in support of ·the Application. 

N. C., 
slow, 

James L. Fowler, Supervisor of contract shipping ana 
receiving for Blue Jeans corporation, Whiteville, N. c., 
testified in support of the Application. 

Robert Gore, Gore's Used Parts, Hal.lsboro, N. c., 
testified in support of the Application. 

Stephen F. Karandy, senior Vice President, western Car 
Loading Company (freight forwarders), ltlanta, Ga., 
testified in support of the Application. 

Lyle Sparrow, Assistant to Vice President of the 
southeastern States carloading and Distributing Company 
(freight forwarders}, Atlanta, Ga., testified in support of 
the Application. 

S. E. Fulk, Assistant Traffic Manager-commerce, Central 
Motor Lines, Inc., Charlotte, N. C., testified that. the 
interline transfers with Helms were rapid and testified in 
support of the Application. 

The protestants offered the te·stimony of the fol.lowing 
witnesses: 

John V. Luckadoo, Traffic Manager, Thurston Motor Lines, 
Inc., te~tified that Thurston Motor Lines presently operates 
in the area applied for by Helms out of their Fayetteville 
terminal and that they have runs into the area on a daily 
basis. 

Robert L. Bolich, Manager of Lloyd Motor Express, 
Charlotte, N. C., testified that Ll.Oyd Motor Express serves 
the area described in Helms• Application, and that they also 
make daily runs into the area; that Lloyd Motor Express is 
afraid that they will lose what business they have if Helms 
is granted the Application. 

John c. Burton, Jr., Assistant Director of Traffic and 
commerce, overnite Transportation Company, Richmond, Va., 
testified in detail regarding the authority of Overnite 
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Transportation Company and the service being furnished by it 
on its routes for vhich Helms requests authority. 

Based· upon the evidence of record, the Commission makes 
the following 

FINDINGS OF F~CT 

1. That applicant is. a North Carolina corporation, duly 
organized and existing under the lavs of the State of North 
Carolina, with its principal place of business in Albemarle, 
Stanly county, North Carolina; that it has been engaged in 
the business of transporting commodities by motor vehicle 
for many years; that it holds authority under Certificate 
No. C-3, as a regular route common carrier, for 
trans?ortation of general commodities between points and 
places on many routes within the State of North Carolina as 
shown on said certificate; that it nov seeks authority for 
the transportation of general commodities over eight 
additional routes vithin the state. 

2. That applicant owns and operates terminals in a large 
area in Piedmont and Eastern North Carolina and has many 
pieces of equipment, including tractors an_d trail.ers; that 
they are of a type suitable for transporting general 
commodities over the routes applied for herein; that 
applicant has been operating with net income of $163,000 for 
1972; that applicant has the necessary equipment and is 
financially able to perform the. operation for which the 
authority is sought. 

3. That the service of existing authorized motor 
carriers over the routes applied for is slov and the 
shippers and receivers at said points need the additional 
service of the applicant to secure adequate service· over 
said routes; that the presently available motor freight 
service to transport normal mercantile needs on said routes 
is not sufficient to meet the respective· demands of the 
shippers in said territory; that there is a need for the 
type of service here sought by the applicant in addition to 
the existing authorized transportation services offered by 
certificated carriers. 

4. That applicant is fit, willing and financially and 
otherwise .abl.e to properl.y perform adequate service over the 
additional routes as proposed in this Application. 

5. That public convenience and necessity requires the 
services of applicant for the transportation, as a regular 
route carrier over the eight routes involved in this 
Application, of general commodities, as described under 
Group f of Rule R2-37 of t&e Commission's Rules~ 

6. That applicant further seeks by this application 
authority to engage in transportation of general 
commodities, except those requiring special equipment, in 
interstate and foreign commerce within the limits of the 



FRANCHISE CERTIFICiTES AND PERMITS 

intrastate authority herein sought, under the provisions of 
Section 206 (a) (6) of the. Interstate Commer.ce Act, as 
amended October 15, 1962 [49 USCA 306 (a) (6) ]; that notice 
to any person, firm or corporation which might be interested 
in this application was given through publication in the 
Federal Register, as hereinbefore set out, of the filing of 
the application; that reasonable opportunity was afforded 
any persons who might be iriterested to be heard; that this 
Commission has dul.y considered the ·g~estion of the proposed· 
interstate and foreign operations and finds that public 
convenience and necessity require that the appl~cant should 
also be authorized to engage in operations in interstate and 
foreign commerce vithin the limits vhich do not exceed the 
scope of the intrastate operatio·ns sought to be conducted 
under this application. 

Based on the foregoing Findings of Fact, the Commission 
makes the following 

CONCLUSIONS 

Applicant in this case is engaged in the business of 
transporting commodities by motor vehicle in intrastate 
commerce, as a reglllar toute commqn carrier, under authority 
contained in Certificate No. C-3. Here it seeks authority 
to transport the same commodities over eight additional 
routes. It has offered shipper -witnesses to show the ,;ieeds 
of their respective businesses for transportation in 
addition to that which they are now being furnished by 
certificated carriers over each respective route. Each 
witness offered testified to these facts. The testimony 
shows a need for extending the service of applicant over the 
additional routes sought, and further shows tQat this need 
is in addition to the existing transportation service 
offered by presently certificated carriers. The testimony 
further shows that the applicant is qualified to render this 
public service and to contribute materially "to meeting the 
public need. The Commission further concludes that public 
convenience and •necessity requi:re that the applicant also be 
authorized to engage in operations in interstate and foreign 
commerce within the limits which do not exceed the scope of 
the intra~tate operations authorized herein. [49 USCA 306 
(a) (6) ]. 

IT IS, THEREFORE_, ORDERED AS FOLLOWS: 

1- That Helms Motor Express, Inc., Albemarle, .North 
Carolina, be, and it hereby is, authorized to operate as a 
common carrier over the eight additional regular routes in 
the manner and within the territory set. forth in Exhibit A 
hereto attached. 

2. That 
certificate 
transmitted 

the authorization herein shall constitute a 
until a f0rmal certificate shall have been 

to the applicant authorizing transportation as 
herein set out. 
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3. That operations hereunder be commenced only when 
applicant has filed tariff schedules for the service applied 
for, and has complied with the rules and regulations of this 
Commission, all of which must be done not later than thirty 
(30) days from the date of this Order. 

4. That applicant be, and it hereby is, authorized to 
file vith the Interstate Commerce Commission a copy of this 
Order as evidence for a certificate of registration to 
engage in operations in interstate and foreign commerce 
within the limits vhich do not exceed the scope of the 
intrastate operations authorized to be conducted under this 
Order, as set out in Exhibit A hereto attached, in 
accordance with the provisions of Section 206 (a) (6) of the 
Interstate Commerce li.ct, as amended [ 49 USCA 306 (a) (6) ]. 

ISSUED BY ORDER OF THE COHHISSION. 

This 15th day of June, (973. 

NORTH CAROLINA UTILITIES CO~MISSION 
Katherine M. Peele, Chief Clerk 

( SEAL) 

Docket No. T-681, Sub 38 Helms Motor Express, Inc·. 
P. o. Drawer 700 
Albemarle, N. c. 28001 

EXHIBIT A Transportation of Group I, 
General commodities, viz: 
Property the transportation of 
which does not require special 
vehicles or special equipment 
for hauling, loading, or 
unloading or any special or 
unusual service in connection 
therewith, 

Over the following routes: 

A. From the junc·tion of u. s. Highway 74 and N. c. 
Highway 381 near Hamlet, North Carolina, over N. C. 
Highway 381 to Gibson, North Carolina, thence over N. 
c. Highway 79 to Laurinburg, North Carolina, and 
return over the same route serving all intermediate 
points. 

B. From Laurinburg, North Carolina, over u. s; Highway 
501 to Rowland, North Carolina, thence over u. s. 
Highway 301 to Lumberton, North Carolina, and return 
over the same route serving all inter~ediate points. 

c. Between Maxton, North 
Carolina, over· N. C. 
intermediate points. 

Carolina, and Raemon, North 
Highway 130 serving all 
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Between Rowland, North Carolina, 
North Carolina, over N. c. Highway 
intermediate points. 

and 
,130 

Q25 

Whi te1'ille, 
serving all 

E. From the junction of N. c. High way I 30 and N. c. 
Highway 904 over N• c. Highway 904 to· Fair Bluff, 
North Carolina, thence oTer a. s. Highway 76 to 
Chadbourn, North Carolina, and return over the same 
route serving all intermediate points and serving 
Cerro Gordo, North Carolina, as an off-route point. 

F. 

G. 

H. 

From Fair Bl.off, North Carolina, over N. c. Highway 
90Q to Tabor City, North Carolina, thence over u. s. 
Highway 701 to its junction with N. c. Highway J30 
and return over the same route serTing all 
intermediate points. 

Between Chadbourn, 
North Carolina, over 
intermediate points. 

North Carolina, and Tabor City, 
N. c. Highway 410 serving all 

Between Lumberton, North 
North Carolina, over N. C. 
intermediate points., 

Carolina, and Fairmont, 
Highway 41 s~rving all 

DOCKET NO. T-(670 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
E., L. Burns, t/a Hickory Merchants DeliTery, ) RECOMMENDED 
626 8th Street, s. w., Hickory, North Carolina ) ORDER 
28601 - Application for Contcact Carrier ) GRANTING 
Permit. ) PERMIT 

BEARD IN: City Council Chamber, City Hall, 30 
Third Stceet, N. w., Hickocy, North 
Carolina, on· August 8, 1973, at 11:00 A.H. 

BEFORE: Chairman Harvin R. Wooten, Hearing Commissioner 

APPEARANCES: 

For the Applicant: 

E. Burray Tate, Jr. 
Tate,. weathers & Young 
P. o. Drawer 2428 
Hickory, North Carolina 28601 

No Protestants. 

WOOTEN, HEARING COMMISSIONER. Ey application filed with 
the Commission on~ July 16, 1973·, E. L. Burns, t/a Hickory 
Merchants Delivery, Hickory, North Carolina (Applicant), 
seeks a Contract Carrier Permit to transport Group 15, 
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Retail store Delivery service, and Group 21, Other specific 
commodities, to vit: data processing cardS, payroll data, 
payroll records, data processing cards, financial records, 
production records, sales invoices and records, copies of 
orders and other such inter-company and intra-company 

.records to and from manufacturing plants and data processing 
centers and offices of ·manufacturing plantsi and to 
transport clothing and other items for sale in retail stores 
from one branch or office of a retail store to another 
branch or office of the same retail store in the territory 
described as within, throughout and between points and 
places in the Counties of Caldwell~ Burke, Alexander, 
catavba, Iredell, ~incoln and Cleveland or carriage of data 
processing cards and other such itens; vithin the City of 
Hickory only for Group 15 and intra-store carriage, the 
involYed territory to be under contract between the 
Applicant and various contracting parties of record and 
subsequently to be filed. 

Notice of the application was given in the Commission•s 
Calendar of Hearings issued on July 17, 1973. No protests 
vere filed in this case and no one appeared at the hearing 
upon the call of the matter in opposition to the granting of 
the contract carrier permit herein sought. 

The Applicant offered the testimony of himself, Hr. Jack 
Spainhour and Hr. Harry L. Schmulling. Mr. Burns offered 
testimon·y that the serrice he proposed to offer under 
individual bilateral contracts ·vith Shuford Mills, 
Incorpora~ed, Hickory Springs Manufacturing Company and 
Homespun Hosiery Hill, Inc., and others, is a specialized 
service delivering the items set forth in his application 
herein within the territory and under the circumstances 
specified in the recordi that he ovns sufficient vehicular 
equipment, has the trained personnel and the knowledge and 
knov-hov to engage in.this operation and that he ovns the 
equipment, is financially able and has the experience 
necessary to provide the service applied for i·n this case on 
a continuing basis; the Applicant further testified tha-t he 
would subsequently submit contracts from Shuford Data 
Processing Center, Claremont Manufacturing company, Catawba 
Valley Computer Center, Carolina Hills, and others for the 
performance of the specialized service specified in the 
application herein. 

Hr. Jack Spainhour and Hr. Harry Schmulling, prominent and 
active businessmen in the territory herein applied for, 
testified in support of the application, the fitness and 
ability of the Applicant to perform the service, the need 
for this service by the businesses represented by them, as 
well as others in the community involved in the application 
herein. 

From the evidence presented and the record in this matter 
as a whole, the Hearing Commissioner is of the opinion and 
finds the following 
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FINDINGS OF PACT 

f. That the proposed operations conform to the 
definiti6n of a contract carrier and vill not unreasonably 
impair the efficient serviC'e_ o~ common carriers operating 
under certificates or common carriers by rail. 

2. That the proposed serYice vill not unreasonably 
impair the use of the highways by t~e public. 

3. That the Applicant owns the equipment and has the 
experience necessary for the operations as specified. 

4. That the Applicant is, fit, willing and able to 
properly perform the service proposed as a contract carrier 
and such operations will be consistent with the public 
interest and the state's Transportation Policy as required 
by lav. 

5. That contract carrier service under bilateral written 
contracts vith .I 4 individual busfnesSes for the commoditieS 
and in the territory described in Exhibit A attached hereto 
and made a part hereof, vill be consistent with the public 
interest. 

6. That the proposed operations vill tend to effectuate 
the declared policy of the applicable lav. 

CONCLUSIONS 

The Commission concludes that the Applicant has satisfied 
the burden of proof required for the granting of the 
authority'sought, as described in Exhibit A, hereto attached 
and made a part hereof, and that the application as therein 
set forth should be· approved and the authority granted. 

The Commission further concludes that the uncorroborated 
evidence in this case suppor~s the public need for the 
granting of the authority herein under bilateral contract 
vith Shuford Hills, Incor]?orated, Hickory Springs 
Manufacturing Company, and Homespun Hosiery Mill, Inc., ·and 
in addition thereto II separate additional business 
organizations, and that said contracts in the total number 
of 14 should be filed with the Commission at such time as 
the same are entered into and finalized between the 
Applicant and the contracting parties. The commission 
concludes that the advanced approval of the 14 individual 
bilateral contracts h~rein is appropriate in Tiew ot" the 
similarity of the operations proposed herein with those 
proposed and approved in Docket Nos. T-1445; T-1077, Sub 6; 
and T-1462, Sub 2. . 

IT IS, THEREFORE, ORDERED: 

1. 'That E. L. Burns, t/a Hickory Merchants Delivery, 626 
8th street, S. w., Hickory, North Carolina, be, and he is, 
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hereby granted a contract carrier Permit in accordance vith 
Exhibit A attached hereto and made a part hereof. 

2. That the operations herein approved be commenced only 
when the Applicant has filed vith the Commission his 
schedule of minimum rates and charges and complied vith all 
the rules and regulations of the North Carolina Utilities 
commission, all of which shall be done within thirty (30) 
days from the effective date of this order. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 16th day of August, 1973. 

( SEAL) 

DOCKET NO. T-167O 

EXHIBIT A 

NORTH CAROLINA UTILITIES COMMISSION 
Anne L. Olive, Deputy ClerK 

E. L. Burns 
t/a Hickory Mercha~tS Deli•ery 
626 8th street, s. w. 
Hickory, North Carolina 28601 

£Qn.y~fil: carrier Authority 

Transportation of Group 15, Retail 
store Delivery· Ser't'ice, and Group 21, 
Other Specific commodities, to vit: 
data processing cards, payroll data, 
payroll records, data processing 
cards, financial records, production 
records, sales invoices and records, 
copies of orders and other such 
inter-company and intra-company 
records to and from manufacturing 
plants and data processing centers 
and offices o·f manufacturing plants; 
-to transport clothing and other items 
for sale in retail stores from one 
·br8.nch or office of the same retail 
store in the territory described as 
within, throughout and between points 
and places in the Counties of 
Caldwell, Burke, Alexander, Catawba, 
Iredell, Lincoln and Cleveland or 
carriage of data processing cards and 
other such items; within the city of 
Hickory only for Group 15 and intra
s.tore carriage, under (4 individual 
and separate bilateral contracts to 
be filed with the Commission 
immediately upon the cOnsum■ation of 
the same. 
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DOCKET NO. T-153q, SUB 2 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 

q29 

Charles c. Laughinghouse, d/b/a Charles c. 
Laughinghouse Hobile Home Hovers, 802 Hovell 
Road, Nev Bern, North Carolina - Application 
for authority to transport Group 21, Mobile 
Homes 

RECOMMENDED 
ORDER 

HEARD IN: The Commission Hearirig Room, Raleigh, North 
Carolina, on March 28, 1973 

BEFORE: John w. Hc~evitt, Commissioner 

APPEARANCES: 

For the Applicant: 

J. Ruffin Bailey 
Bailey, Dixon, Wooten, and McDonald 
Attorneys at Lav 
P. o. Box 2246, Raleigh, North Carolina 

Par the Protestants: 

Thomas S. Harrington 
Harrington and Stultz 
Attorneys at Lav 
P. a. Box 535, Eden, North Carolina 

For: Horgan Drive Avay, Inc. 

Charles B. Horris, Jr. 
Jordan, Aorris, and Hoke 
Attorneys at Lav 
P. o. Box 709, Raleigh, North Carolina 27602 

For: National Trailer Convoy, Inc. 

Vaughan S. Winborne 
Attorney at Lav 
Capital Club Building 
Raleigh, North Carolina 

For: Transit Homes 

MCDEVITT, COMMISSIONER. Charles c. Laughinghouse, d/b/a 
Charles C. Laughinghouse Mobile Home Movers, 802 Hovell 
Road, Nev Bern, North Carolina, filed application on January 
3 f, 1973, for irregular route common carrier authority to 
transport Group 21, Hobile Homes, 11 (1) from points within a 
50 mile radius of Morehead City to all points within the 
State; (2) from all points within the State to points within 
a 50 mile radius of Morehead City. 11 

Protests were filed by Horgan Drive Away, Inc., Transit 
Homes, Inc., and National Trailer Convoy, all of which are 
holders of certificates authorizing statewide transportation 
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of moQile homes. Public hearing vas held as captioned in 
accordance with notice published in the Calendar of Hearings 
on February 21, 1973. 

The Applicant is the holder of North Carolina Utilities 
commission Certificate c-967, issued in OctOber, 1971, 
authorizing irregular route c·ommon carrier transportation of 
Group 21, Mobile Homes, within a 50 mile radius of Morehead 
City which would .include all of Carteret county plus a 
radius of approximately 20 miles in the southwest portion of 
Onslow County and approximately 20 miles in the northwest 
portion of craven county. The Applicant seeks in the 
application in this proceeding to transport mobile homes 
from within the area for which it has had authority to 
points and places throughout North Carolina, and from points 
and places throughout North Carolina into the geographical 
area in which it has operated as an irregular route common 
carrier since October, 1971. 

In support 
testimony and 
below. 

of the Application, the Applicant offered his 
the testimony of •arious witnesses as set out 

Representative Christopher S. Barker of· Nev Bern who 
represents Pamlico, craven, Lenoir and Jones counties in the 
North Carolina General Assembly testified regarding the 
quality of service heretofore provided by the Applicant and 
regarding the growth in mobile kome factories and the 
proliferation of mobile homes within the area. senator B. 
L. stallings vho represents craven, Carteret and Pamlico 
Counties in the North Carolina General Assembly testified 
regarding the need for additional carriers based on his 
familiarity with the mobile home moving business based upon 
his insurance business in which he has written pblicies 
insuring mobile homes and based upon his experience as 
chairman of the county Board of Commissioners of Craven 
County' dealing with county regulation of mobile home parks 
and the problems involved in setting up mobile homes 
properly in the Coastal area. 

The Applicant Charles c. Laughinghouse testified.regarding 
requests he bas received for transportation service beyond 
the limits of his present franchised authority and regarding 
a particular need for movers who vill 11 set up" mobile homes 
properly and who have the capacity to give prompt service 
during the· peak summer season. 

Hr. John Stone who repossesses mobile homes for major 
banks, finance companies and insurance companies under the 
name of J. W. Stone and Associates, testified regarding his 
difficulties in arranging transportation of mobile homes 
upon repossession in order to prevent vandalism or 
unauthorized dwelling, with particular emphasis on the need 
for prompt service and delivery from the coastal area to 
Rocky Mount or other points; he testified regarding the 
difficulties in getting Morgan Drive Avay and Transit Homes 
by placing calls to their terminals which are actually 
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private residences and then getting prompt service, and 
regarding particular difficulty where the homes he 
repossesses are in "lover grade" mobile home -parks which 
present substantial difficUlty in extricating the homes from 
wooded or otherwise inaccessible areas. 

Hr. George M. Smith, who is employed by Havelock Homes, 
Incorporated, a manufacturer of mobile homes, testified 
regarding the need for transportation from that business 
manufacturing plant by common carriers during the peak 
season. Mr. Earl Laughinghouse, vhO operates a mobile home 
park, testified regarding attempts to secure transportation 
for people moving into or out of his mobile home park. 

Hrs. Doris Lundy of Havelock. vho operates Lundy Trailer 
Park, testified regarding her tenants having to vait for a 
driver longer than they were expecting to wait for them and 
regarding their difficulties in obtaining "set up 11 or "block 
up 11 service once the mobile homes ·are in the park; when a 
tenant is going to move, she has the electricity and the 
water and sever lines disconnected, with the mobile home 
mover occasionally coming several days after the tenant's 
utility services were cut off. 

Hs. Frances Hillis, vho lives in Nev Bern in a mobile home 
park. testified regarding the difficulty of getting set up 
service from Morgan Drive Away and National for her move 
from Elizabeth city to Nev Bern. Hrs • .J'oy Rawles, vho lives 
in a mobile home park in Nev Bern, N. c •• testified 
regarding difficulties in movilig. from Southport to Nev Bern 
promptly, reciting that Morgan Drive Away and National were 
unable to make the move during the desired time period. 

Mr. J. v. Rice, who operates a mobile 
under a franchise providing for service 
counties in the southern part of North 
regarding the increasing demand and 
additional service proposed by 
particularly du~ing the peak summertime 
been. unable to satisfy peak demands. 

home moving service 
within twenty-six 

Carolina, testified 
the need for the 

Hr.. Laughinghouse, 
season when he has 

The protestant Transit Homes, Inc., offered the testimony 
of Mr. Ray Aebischer of Newport News, Virginia, who is 
District Manager for North Carolina, Virginia, Haryland and 
Delavarei he testified that his company stands willing and 
able to serve the area through its terminal manager, Hrs. 
Barbara Plant in Jacksonville, although he does not know 
whether or not his corporation has a cer.tificate of 
Authority on file with the Secretary of State of North 
carolinai the contract basis upon which drivers and their 
equipment are provided to Transit does· not assure that a 
particular driver will accept all moving jobs obtained by 
the terminal agent. 

The protestant Morgan Drive Away, Inc., offered the 
testimony of l'lr~ Jack Kent who 1.s District 1'1anager for 
Morgan Drive Away, Inc •• including North and south Carolina. 
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He testified regarding service provided by his company out 
of Jacksonville, · North Carolina, through the ter111.inal 
manager there, nrs. Ardelia Butts and four drivers in that 
area. He testified that his company does not decline any 
business; that it blocks and unblocks as needed and that he 
attempts to see that his drivers do not refuse to block or 
unblock mobile homes; that his drivers are not operating at 
full capacity and that in his opinion, additional service is 
not needed and would be injurious to bis company's. revenues; 
that a twenty-four hour waiting period is all that is needed 
under normal conditions; that his company originated a very 
small number of intrastate trips at Nev Bern, N. C., last 
year but he does not have the exact number of shipments, 
neither does he know hov many shi'pments were originated at 
points other than Mr. Laughinghouse•s area to be delivered 
within that area but that it was a very small number. 

The prote7tant, ftorgan Drive Away, Inc., moved that the 
matter remain open for further. evidence regarding the 
transaction that allegedly took place between the Applican.t 
and the Jacksonville terminal ma~ager for Morgan Drive Away, 
regarding Hr. Laughinghouse• s asserted telephone 
solicitation, in the event the testimony would be 
inconsistent with the testimony of Hr. Laughinghouse. The 
ruling on this Motion vas deferred pending the 
Commissioner's reading the transcript to determiile the 
relevance and materiality of the controversy to the 
Application as a whole. 

Based upon the evidence adduced, the Commissioner makes 
the following 

FINDINGS OF FACT 

1. That the Applicant currently provides mobile home 
moving serv~ce within a fifty mile radius of Morehe~d City, 
N. c., under certificate No. c-967; he is fit, willing, 
solvent and able to perform · the proposed service, 
financially and otherwise, on an adequate and continuing 
basis. 

2. That there ·has recently been and there is currently, 
a substantial growth in the number of persons residing in 
mobile homes and firms manufacturing them within his 
certificated area, requiring ;transportation within and 
without that area; that the "existing authorized 
transportation service" include$ service currently provided 
by the Applica~t•s supporting witness Mr. J. v. Rice and the 
service provided by the protestants who are carriers holding 
statewide (and interstate) authority. 

3. That a need exists for additional carrier or carriers 
to move mobile homes in addition to existing transportation 
service, as herein proposed by Mr. Laughinghouse. 
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Whereupon the Commissioner •reaches the following 

CONCLUSION 

The Applicant has presented sufficient evidence o·f a 
public need for his proposed transportation service in 
addition to the existing authorized transportation serYice. 
Accordingly, the Applicant's Common Carrier Certificate 
should be amehded to indicate an authorization to perform 
the service requested in this application. 

IT IS, THEREFORE, ORDERED: 

1- That the Common Carrier certificate of Mr. Charles D. 
Laughinghouse be modified by an extension thereof in 
accordance with Exhibit B attached hereto. 

2. That the Applicant shall comply with the lavs of this 
State and the Rules and Regulations of this commission and 
begin operations under the authority herein granted within 
thirty (30) days from the effective date of this Order. 

3. That the authorizatipn herein 
Certificate until formal Certificate 
transmitted to the Applicant authorizing 
herein set out. 

shall constitute a 
shall have been 
the transportation 

4. That the motion of Morgan Drive Away, Inc., for an 
additional hearing in which to rebut certain testimony of 
·Hr. Laughinghouse be, and hereby is, denied for the reason 
that the direct testimony of Mr. Laughinghouse which is the 
subject of said motion is not material to the decision 
herein. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 3rd day of July, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

DOCKET NO. T-153q, SUB 2 Charles c. Laughinghouse, d/b/a 
Charles c. Laughinghouse Mobile 
Home Movers 

EXHIBIT B 

802 Bovell Road 
Nev Bern, North Carolina 

Irregular Route Common Carrier 
Authority 

Transportation 
mobile homes as a 
over irregular 
follows: 

of Group 21, 
common carrier 

routes as 
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From points within a 50 mile 
radius of Morehead City to all 
points within the state; and 
from all points within the State 
to points within a 50 mile 
radius of Morehead City. 

DOCKET NO. T-1632 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Richard F. Moore, DBA Moore Delivery Service, 
Route 9, Box 1s2x, Charlotte, North Carolina 
28208 - Application for Contract Ca~rier 
Permit. 

RECOMMENDED 
ORDER 
GRANTING 
PERMIT 

HEARD IN·: The superior Courtroom, Alamance County court
house, Graham, North Carolina, on Wednesday, 
February 14, 1913, at 2:00 P. M. 

BEFORE: chairman Marvin R. Wooten, Hearing Commissioner. 

APPEARANCES: 

For the_ Applicant: 

R. Frank Moore 
Route 9, Box 152X 
Charlotte, North Carolina 28208 
(Appearing for Himself) 

No Protestants. 

~OOTEN, HEARING CO~MISSIONER. By application filed with 
the Commission on September 21, 1972, Richard F. Hoare, DEA 
Moore Delivery Service, Route 9, Box f52X, Charlotte, North 
Carolina 28208 _(Applicant), seeks a contract carrier permit 
to transport Group 21, Other Specific Commodities, to vit: 
AutomotiYe parts, supplies and accessories, in the territory 
described as from Asheville to points and places within a 
100 mile radius of Asheville, North Carolina. 

The involved territory vould be under contract 
Applicant and Genuine Parts company, q101 
Boulevard, Charlotte, North Carolina 28208. 

l::etveen the 
Wilkinson 

Notice of the application was given in the commission's 
Calendar of Hearings issued on October 10, 1972. In apt 
time a protest vas filed by Carolina Delivery Service 
Company, Inc., Charlotte, North Carolina (Protestant). 
Protestant, by a letter dated January 10, 1973, from its 
Counsel, H. ftorrison Johnson, of the lav firm of 
HcCleneghan, Hiller, Creasy & Johnson, Attorneys at Lav, 
Charlotte, North Carolina, withdrew its protest in this 
matter. 
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Upon the call of 
time and place, the 
himself. No one· 
the granting of the 

this matter for hearing 
Applicant was present 
appeared at the hearing 
contract carrier permit 

at the captioned 
and represented 
in opposition to 
so ugh t herein. 

The Applicant offered the testimony of himself, Richard 
Frank Moore, arid William Schrimscher. Mr. Moore offered 
testimony that the service he proposes to offer under the 
individual contract vith Genuine Parts Company is a 
specialized service delivering automotive parts, supplies 
and accessories and picking up same at times specifically 
designated by the shipper; that he has one truck vhich vill 
be engaged in this operation and that he plans to drive this 
truck himself; that he owns the equipment, is financially 
able, and has the experience necessary to provide the 
service in this case. 

Mr. William SchrimSCher, Genuine Parts Company, 4101 
Wilkinson Boulevard, Charlotte, North Carolina, testified 
that his company has and does deliver their own freight to 
all of the customers; that his company vill carry the 
freight to Asheville at which point Applicant will pick it 
up and make delivery thereof ·within the territory sought; 
that the'common carrier service does not meet his need; that 
his company vill utilize the services of Applicant if he is 
granted a permit and supports the application in this case. 

Prom the evide·nce presented, the record in this matter as 
a whole, the Hearing Commissioner is of the opinion and 
finds the following 

FINDINGS OF FACT 

1- That the proposed operations conform to the 
definition of a contract carrier and will not unreasonably 
impair the efficient service of common carriers operating 
under cer~ificates or common carriers by rail. 

2. That the proposed service vill not unreasonably 
impair the use of the highways by the public. 

3. That the Applicant owns equipment and has the 
experience necessary for the operations as specified. 

4. That the Applicant is fit, willing and able to 
properly perform the service proposed as a contract carrier 
and such operations will be consistent with the public 
interest and the State's transportation policy as required 
by law. 

5. That contract carrier service under bilateral written 
contract with Genuine Parts Company for the commodities and 
in the territory described in Exhibit A, attached hereto and 
made a part hereof, will be consistent with the public 
interest. 
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6. That the proposed operation will tend to effectuate 
the declared policy of the applicable law. 

CONCLUSIONS 

The Commission concludes that the Appli~ant has satisfied 
the burden of proof required for the granting of the 
authority sought as described in Exhibit A, hereto attached 
and made a part hereof, and that the application as therein 
set forth should be approved an~ the authority granted. 

IT IS, THEREFORE, ORDERED: 

f. That Richard P. ftoore, DBA Moore Delivery Service, 
Route 9, Box 152X, Charlotte, North Carolina 28208, be, and 
he is, hereby granted a contract carrier permit in 
accordance vith Exhibit A attached hereto and made a part 
hereof. 

2. That the operations herein approved be commenced only 
when Applicant has filed with the Commission his schedule of 
minimum rates and charges and complied with all the rules 
and regulations of the North Carolina Utilities Commission, 
all of which shall be done within thirty (30) days from the 
effective date of this Order. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 28th day of Februa·ry, 1973 .. 

(SEAL) 

DOCKET NO. T-1632 

EXHIBIT A 

NORTH C~ROLINA UTILITIES COMMISSION 
Katherine H. Peele, Chief Clerk 

Richard P .. Moore 
DBA Moore Delivery SerTice 
Route 9, Box 1s2x 
Charlotte, North Carolina 28208 

Contract Carri~ Authority 

Transportation of Group 21, Other 
Specific Commodities, to wit: 
Automotive Parts, supplies and 
accessories, under bilateral contract 
with Genuine Pacts company, from 
Asheville, to points and places 
within a 100 mile radius of 
Asheville, North Carolina. 
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DOCKET NO. T-208, SUB 31 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 

437 

) ORDER Application of overnite Transportation 
Company, 1100 Commerce Road, Richmond, 
Virginia 23224, for Common carrier Authority .• 

) APPROVING 

HEARD IN: 

BEFORE: 

APPEARANCES: 

) APPLICATION 

Commission Hearing Room, Ruffin Building, 
one West Morgan street, Raleigh, North 
Carolina, Friday, May 18, 1973, at 10:00 A. H. 

Chairman Marvin R. Wooten (Presiding) and 
Commissioners John w. McDevitt and Ben E. 
Roney. 

For the Applicant: 

T. D. Bunn 
Hatch, Little, Bunn, Jones & Few 
Attorneys at Lav 
P. o. Box 527, Raleigh, North Carolina 

David Permar 
Hatch, Little, Bunn, Jones & Few 
Attorneys at Lav 
P. o. Box 527, Raleigh, North Carolina 

WOOTEN, CHAIRMAN: This matter arises upon the application 
filed by overnite Transportation Company, 1100 Commerce 
Road, Richmond, Virginia, seeking regular route common 
carrier authority to transport Group f, General Commodities, 
in the territory described as serving the plant site of 
Square D Company at or near Knightdale, North Carolina, as 
an off-route point in connection vith present authorized 
regular route operations. said application vas filed with 
the commission on April (O, 1973. 

Notice of the application, containing a description of the 
authority applied for, and setting the matter for hearing at 
the aboYe time and place vas given in the Commission's 
Calendar of Hearings dated April 11, 1973. 

No protests vere received by the Commission and no one 
appeared at the hearing to protest the granting of the 
authority herein sought. 

Upon the call of this matter for hearing, the Applicant 
presented tvo witnesses, Hr. Clarence H. Swanson, of 
Richmond, Virginia, Director of Traffic and Commerce for the 
Applicant corporation, and Cyril Dyke Page, Group Traffic 
Manager for square D 3 Plant complex located in North and 
south Carolina. 
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The evidence for the Applicant clearly indicated the 
public need for the transportation service applied for in 
addition to existing transportation service available, and 
the fitness and ability of the Applicant to perform such 
service on a continuing basis. 

From the 
records and 
following 

evidence presented and from the Commission's 
record in this matter, the Commission makes the 

FINDINGS OF FACT 

1- That the APplicant, Overnite Transportation Companr, 
is a corporation properly organized and existing and is 
authorized to operate in. the State of North Carolina, and is 
a duly authorized regular route common carrier of general 

• commodities under its Certificate No. C-6 issued by this 
Commission and is subject to regulation by and under the 
jurisdiction of this commission and is presently before this 
Commission with reference to matters over which this 
commis·sion ha~appropriate jurisdiction. 

2. That the Applicant owns the necessar-y equipment for 
the movement of commodities in the territory described and 
applied for and that its employees are ex~erienced in the 
movement of said commodities. 

3. That the public convenience and necessity requires 
the service by the Applicant for the hauling of general 
commodities in the territory as applied for, in addition to 
other existing authorized transportation service. 

I. G. 
burden of 
Commission 

CONCLUSIONS 

s. 62-262 (e) requires the Applicant to carry the 
proof to show to the satisfaction of the 

that: 

{I) Public convenience and necessity requires the 
proposed service"in addition to existing authorized 
transportation service, and 

(2) Thiit the Applicant is fit, willing and able to 
properly perform the proposed service, and 

(3) That the Applicant is solvent and financially 
able to furnish adequate ·service on a continuing 
basis. 

2. The doctrine of convenience and necessity is a 
relative or elastic theory. The facts in each case must be 
separately considered and from those facts it ITTUSt be 
determined whether public convenience and necessity requires 
a given service to be performed or dispensed vith. 

Necessity means reasonably necessary and not absolutely 
imperative. 
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3. Any service or improvement which is desirable 
public welfare and highly important to the 
convenience may be properly regarded as necessary. 
Carolina Co~ Co., 206 N. c.· 43, (1963). 

G. s. 62-259 provides: 
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for the 
public 
~ !.• 

11 
••• it is declared the policy of the State of North 

Carolina to preserve and continue all motor carrier 
transportation services now afforded this State; and to 
provide fair and impartial regulations of motor carriers 
in the use of the public highways in such a manner as to 
promote, in the interest of· the public, the inherent 
advantages of highway transportation; to promote and 
preserve adequate economical and efficient service to all 
the communities of -the State by motor carriers; to 
encourage and promote harmony among all carriers and to 
prevent discrimination, undue preferences or advantages, 
or unfair or destructive competitive practices between all 
carciers; to foster a Coordinated State-wide motor carrier 
service; and to conform with the national transportation 
policy and the federal motor carriers acts insofar as the 
same may be practical and ad~quate for application to 
intrastate commerce." 

4. That the Applicant 
burden of proof placed upon 
62-262 (e). 

has susta-ined and carried the 
it by the proVisions of G. s. 

5. That the declared policy of the State of North 
Carolina to preserve and continue all motor carrier 
transportation services now afforded this Stqte is in accord 
vith, and requires or calls for, the granting of the 
authority here sought. 

6. We finally conclude that public convenience and 
necessity requires and sustains the approval of the 
application herein as filed and th~ granting of a 
certificate in accordance therewith. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

1- That the application in this docket be, and it is, 
hereby approved a.nd the Applicant, overnite Transportation 
Company, I 100 Commerce Road, Richmond, Virginia, be, and it 
is, hereby granted additional motor freight common carrier 
authority in accordance with Exhibit A hereto attached. 

2. That this Order shall operate as all necessary 
evidence of the authority herein granted pendiilg the 
amendment of the Applicant's certificate by the Chief Clerk 
of this Commission pursuant thereto. 

3. That operations shall begin und·er this authority when 
the Applicant has filed with the North Carolina Utilities 
Commission tariff schedules and has otherwise complied with 
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the rules and regulations of this Commission, all of vhich 
shall be done within 30 days from the date of this Order. 

ISSUED BY ORDER OF THIS COH~ISSION. 

This the 29th day of May, 1973. 

(SEH) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine H. Peele, Chief Clerk 

DOCKET NO. T-208 
Sub 31 

overnite Transportation Company 
f 100 Commerce Road 
Richmond, Virginia 23224 

Regular~ Common Carrier Authority 

EXHIBIT A Transportation of Group I , 
those 

GeneI:'al 
requiring 
territory 

Commodities, except 
special equipment 
described as: 

in the 

Serving the plant site of• Square D Company 
at or near Knightdale, North Carolina, as 
an off-route point in connection with 
present authorized regular ·route 
operations, including inbound and outbound 
shipment of said commodities. 

DOCKET NO. T-1077, SUB I I 

BEFORE THE NORTH CAROLINA UTILITIES COHHISSION 

In the Hatter of 
Purolator Courier Corp., 2 Nevada Drive, Lake 
Success, Nev York I 1040 - Application for 
Contract Carrier Permit 

RECOHHENDED 
ORDER GRANT
ING PERMIT 

HEARD IN: Commission Hearing Room, Ruffin Buiiding 

BEFORE: 

One West Morg~n street, Raleigh, North 
Carolina, on November 14, 1973, at·10:00 A.H. 

D. D. Coordes, Hearing Examiner 

APPEARANCES: 

For the Applicant: 

Thomas W. Steed, Jr. 
Allen, Steed and Pullen 
P. o. Box 2058, Raleigh, North Carolina 27602 
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For the Pro~estants: 

H. Morrison Johnston 
KcCleneghan, Miller, Creasy & Johnston 
923 Lav Building 
Charlotte, North Carolina 28202 

For the Staff: 

Jerry B. Pruitt, Associate Commission Attorney 
Ruffin Building, Raleigh, North Carolina 27602 
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COORDES, HEARING EXAMINER: By application filed with the 
Commission on August 2, 1973, Purolator Courier Corp., 2 
Nevad~ DriTe, Lake success, Nev York I 1040, seeks authority 
to operate as a contract carrier under separate bilateral 
con tracts with Xerox corporation and Terminal 
.Communications, Inc., transporting as follows: 

Group 21: The following commodities are to be added to 
the existing contract carrier authority in Permit No. P-
131: 

1- Critical replacement parts 
2. Dye (as used in the textile industry) 
3. Paint, coatings and resins. 
4. Hospital supplies and surgical instruments. 
5. Swatches of cloth as used for testing and 

research purposes 

RESTRICTIONS: No one shipment to exceed 50 pounds nor 
more than fOO pounds in the aggregate from any one 
consignor to any one consignee in any one day. 

Notice of said Application, along with the time and place 
of the hearing, together with a brief description of the 
authority sought, was published in the Commission's Calendar 
of Hearings issued August 15, 1973. A subsequent order 
changing the date of the hearing from September (8, (973 to 
November 14, 1973 was issued on September I I, 1973. 
Protests thereto were timely filed by Carolina Delivery 
service Company, Inc., 5010 Hovis Road, Charlotte, North 
Carolina. 

Upon call of the case the applicant moved to amend its 
application to delete the Group 21 specific commodity 
aescription numbered 2, 3, 4 and 5. There were no 
objections to this amendment. 

~h~ applicant offered the testimony of its Regional Vice 
President, t1r. John ff. Moore. 11.r. Moore testified that the 
applicant operates in forty (40) states providing 
expeditious over night door to door service of time critical 
items, and that the financial condition of the applicant is 
sound. The applicant agreed to offer under contractual 
arcangements with shippers the specialized delivery service 
of time critical replacement parts. No one shipment to 
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exceed 50 pounds, nor more than 100 pounds in the aggregate 
from ·any one consignor to any one consignee in any one day. 
The specialized service will include over night door to door 
service without the need for an employee of shipper to be on 
the premises at the time of pick-up and delivery. 

Mr. James E. Womble, Representative of Terminal 
Communications, Inc., testified that his company has an 
unfulfilled need for the specialized serYice offered by 
applicant. He furth~r stated that because of the critical 
time element involvea in the repair of equipment in this 
industry that the proposed service is essential to provide 
efficient service to customers. MC. Womble further 
testified that he had not been able to secure similar 
service from any existing carriers with which he had checked 
and that Terminal Communications, Inc., will utilize the 
services of applicant if it is granted· the authority sought. 

Mr. George F. Smith, Field Representative for xerox 
corporation, also testified in support of the application of 
Purolator courier Corp. Hr. Smith testified that the 
peculiar nattire of his industry made it essential to have 
emergency delivery service of critical replacement parts 
between all points and places within the state of North 
Carolina. He further testified that he had not been able to 
secure similar service from any existing carriers with which 
he had checked and that Xerox Corporation will utilize the 
services of the applicant if it is granted the authority 
sought. 

Copies of the contracts between applicant and shippers 
were filed a~ the time of the hearing. 

The applicant at the close of the testimony asked to amend 
his application to read: 

Group 21: Critical replacement parts (excluding 
automobile parts) 

RESTRICTION~: No one shipment to exceed 50 pounds, nor 
more than 100 pounds in the aggregate from any one 
consignor to any one consignee in any one day. 

Territory Description: Between all points and places 
within the State of North Carolina. 

With this amendment the Protestant stated that they had no 
objections to the Application as presently worded. 

Upon consideration of the application, and the evidence 
adduced the· Hearing Examiner makes the following 

FINDINGS OF FACT 

I. That the proposed operations conform to the 
definition of a contract carrier as contained in the Public 
utilities Act. 
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2. That the proposed operations vill not unreasonably 
impair the efficient public service of carriers operating 
under certificates or rail carriers. 

3. That the proposed service will not unreasonably 
impair the use of the highways by the public. 

q_ That the Applicant is fit, willing and able to 
provide the service proposed as a contract carrier. 

5. That the proposed operations Will be consistent with 
the public interest and the policy d~clared in G. s. 62-2 
and G. S. 62-259 of the Public Utilities ~ct. 

CONCLUSIONS 

Based upon the recor,d, the evidence presented and the 
foregoing findings of fact, the Hearing Examiner concludes 
that Applicant has borne the burden of proof required by 
statute and ·that the authority sought should be granted. 

IT ISr THEREFOREr ORDERED AS FOLLOWS: 

1- That Purolator Courier Corp.r 2 Nevada 
successr New York I J040r ber and it is herebyr 
cont+act carrier permit in accordance with 
attached hereto and made a part here~f. 

Driver Lake 
granted a 
Exhibit B 

2. That ·Purolator Courier corp. file vith the 
Commission the required material and otherwise comply with 
the rules and regulations of the Commission and institute 
operations under the authority herein acquired vithin thirty 
(30) days from the date that this order becomes final. 

ISSUED BY ORDER OF THE COMKISSION. 

This 30th.day of Novemberr 1973. 

(SEAL) 

DOCKET NO_- T-1 077 
SUB II 

EXHIBIT B 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peeler Chief Clerk 

Purolator Courier corp. 
2 Nevada Di;i •e 
Lake.Successr Nev York 11040 

Contract Carrig!_ Authorfu 

'Transportation of Group 21 critical 
repl·acement parts (excluding 
auto·mobile parts) under bilateral 
contra~ts with Xerox Corporation and 
Terminal Communicationr Inc.r between 
all points and places vithin the 
state of North Carolina. 
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RESTRICTIONS: No one shipment to 
exceed 50 pounds, nor more than 100 
pounds in the aggregate from any one 
consignor to any one consignee in any 
one_ day. 

DOCKET NO. T-1665 

BEFORE THE NORTH CAROLINA UTILITIES COHMISSIOH 

In the Katter of 
Junius Auten Tiddy, T/A S~elby Kobile Home 
Hovers, 1309 Wesson Road, Shelby, North 
Carolina - Application for Authority to 
Transport Group 21, Mobile Homes 

RECOMMENDED 
ORDER GRANT.rNG 
OPERATING 
RIGHTS 

HEARD IN: county Office Building, 
Shelby, North Carolina, on 
I I : 00 A. M. 

130 South Post Road, 
August 13, 1973, at 

BEFORE: Hugh A. Wells, Commi~sioner 

APPEARANCES: 

For the Applicant: 

N. Dixon Lackey, Jr. 
Whisnant & Lackey 
Attorneys at Law 
P. o. Box 145, Shelby, North Carolina 201 s·o 

No Protestants. (Protest filed by Morgan Drive Avay, 
Inc., was abandoned.) 

RELLS, HEARING COMHISSIONEB. Junius A. Tiddy, T/A Shelby 
Mobile Home 1'.overs, 1309 Ress on Road, Shelby, North 
Carolina, filed application on June 29, 1973, for irregular 
route common carrier authority to transport Group 21, Mobile 
Homes, 11 betv.een all points in Cleveland County; from all 
points in Cleveland county to all points in the State and 
from all points in the State to Cleveland County." 

A protest was filed by Morgan Drive Away, Inc., but was 
abandoned. Public hearing vas held as captioned in 
accordance with notice published in the Calendar of Hearings 
on July 17, J973. 

In support 
testimony and 
below: 

of the apPlication, the Applicant offered his 
the testimony of various witnesses as set out 

1. Carson Hamrick, Route 8, Shelby, North Carolina, 
operates a mobile home retail sales outlet in Cleveland 
countyi has been in business for six ~o seven yea7s; bas 
many requests from the public to assist in the moving of 
mobile homes from one location to anotheri knows of only one 
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other certificated mobile home carrier located in Cleveland 
county; there ·1s a public need for one or more additional 
ce~tified carriers to provide movement within Cleveland 
county and from CleYeland county to and from other portions 
of North Carolina. He sells between 100 - 150 ■obile units 
per year; there are seTen other dealers in CleYe_l.and County; 
there have been many complaints about inadequate service for 
the mpyement of mobile homes in and out of Cleveland county 
and within the county; he makes many sales outside of th"e 
county, involving the movement of nev units to the points of 
sale and the moYeaent of trade-ins back to his place of 
business, necessitating frequent need of the help of common 
carriers of mobile homes. 

2. Gerald Peppers, Route 2, Kings ftountain, North 
Carolina, is employed by Fiber Industries, Inc., at Earl, 
North Carolina: operates a mobile home park in ftooresboro, 
North Carolina; has had a good deal of difficulty finding 
certified movers in CleTeland County, and has had to use 
carriers located outside the county. He has never heard of 
ftorgan DriTe Away, Inc., and feels that there is a definite 
public need for more service within Cleveland County and 
from Cleveland County into and· from the rest of the State. 

3. Warren Reynolds, 120 York Road, Kings Mountain, North 
Carolina, is President of Cleveland County Mobile Home 
Association; operates mobile home parks in CleTeland county; 
there are 10 to 12 mobile home retail sales outlets in the 
county; he used to haTe his own tow trucks, but sold them; 
he gets two to three calls a week for assistance to move 
others; there are many unauthorized moTes being made in the 
county and into and out of the county, and there is a very" 
definite public need for additional service within Cleveland 
county into and from Cleveland county. 

4. John German, Shelby, North Carolina, operates mobile 
home-farm equipment sales outlets in Shelby and Granite 
Falls; has mobile home parks and also sells mobile home 
parts and service. He has mobile home parks in Burke, 
Catawba, Caldwell, Wilkes and Cleveland Counties; sells 200 
units per year from his Shelby Outlet, and could use the 
service of a common carrier in accommodating to the needs of 
his varied operations in the mobile hose field. He receives 
frequent requests from the members of the public to assist 
them iD moving mobile homes in a11 of the areas in vhich he 
operates, and feels that there is a strong public need for 
additional service within Cleveland County and to and from· 
Cleveland county from other points in the State. 

s. James But1er, Shelby, North Carolina, is Ad valorem 
Tax Assistant for Cleveland county and maintains the tax 
records which would give an indication of the number of 
mobile homes ovned in Cleveland county. His records 
indicate that since J966 or 1967 the growth of the number of 
mobile homes in Cleveland County has been very strong on an 
annual basis, and he estimates that at the present there are 
approximately 2,400 individual mobile homes owned in the 
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county. The records of his office a1so indicate that there 
is a strong movement of mobile homes into and out of the 
county. 

6. Wayne Winfield, Route 8, Shelby, North Carolina, is 
employed as a driver by Bost Bakery, Shelby, North Carolina, 
and follows part-time employment as a driYer of a mobile 
home tov truck. He gets many requests to move mobile homes 
to and from Cleveland county, and knows of no local carrier 
to meet the need. There is a definite public need in his 
opinion for an additional certified carrier in CleTeland 
county to make moves within the county and to and from the 
county. 

7. Junius Tiddy, 1309 Wesson Road, Shelby, North 
Carolina, is in the general real estate business renting 
housing including mobile homes, and bas a difficult time 
arranging mobile home moves into and from Cleveland County. 
The present service is insufficient to meet the public need. 
He is prepared to provide common carrier service and bas the 
financial resources to obtain the necessary equipment to 
provide a common carrier service. His exhibits filed with 
the application indicate that be is financially sound and is 
in a position to provide the service as common carrier to 
transport mobile homes. 

Based upon the ~vidence adduced, the Hearing Commissioner 
makes the following 

FINDINGS OF FACT 

1- That the Applicant is fit, willing, solvent and able 
to perform the proposed serYice, financially and otherwise, 
on an adequate and continuing basis. 

2. That there has recently been and there is currently, 
a substantial growth in the number of persons residing in 
mobile homes within CleYeland county requiring 
transportation within the county and throughout the State. 

3. That a need exists for additional carrier or carriers 
to move mobile homes in addition to eXisting transportation 
ser.-ice, as herei·n proposed by the Applicant. 

Whereupon the Bearing Commissioner reaches the following 

CONCLUSIONS 

The Applicant bas presented sufficient evidence of a 
public ne·ed for his proposed transportation serYice in 
addition to the existing authorized transportation service. 
Accordingly, the Applicant should be granted operating 
rights to perform the service requested in this application. 

IT IS, THEREFORE, ORDERED: 
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(I) That Mr. 
~overs, be, and is 
carrier operating 
attached hereto. 

Junius Auten Tiddy, T/A Shelby Hobile Home 
hereby, granted irregular route common 
rights in accordance vith Exhibit B 

(2) That the Applicant shall comply with the lavs of this 
State and the Rules and Regulations of this Commission and 
begin operations under the authority herein granted within 
thirty (30) days from the effective date of this Order. 

(3) That the authorization herein shall constitute a 
Certificate until formal Certificate shall haYe been 
transmitted to the Applicant authorizing the transportation 
herein set out. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 30th day of August, 1973. 

(SEAL) 

DOCKET NO. T-1665 

EXHIBIT B 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

Junius Auten Tiddy, T/A 
Shelby Mobile Home MoTers 
1309 Wesson Road 
Shelby, North Carolina 

Irregular Route Common Carrier 
Au.thority 

Transportation of Group 21, 
mobile homes as a common carrier 
oTer irregular rOutes as· follows: 

Between all points in Cleveland 
County; from all points in Cleveland 
county to all points in the State 
and from all points in the State to 
~leveland County. 

DOCKET NO. T-1072, SUB q 

BEFORE THE HORTH CAROLINA UTILITIES COftftISSIOH 

In the natter of 
sugar Transport, Inc., P. o. Box 4 073., Port ] 
Wentworth, Georgia 31407, Application for ) RECOM-
contract carrier authority to transport Group ] BENDED 
21, !!olasses and ■ixtures of 11.olasses and feed• ) ORDER 
supplements in bulk. in tank Tehicles fro11 ) GRANTING 
Wilmington, H. C., to all points in North ) OPERATING 
Carolina under continuing contract vith SaYannah) RIGHTS 
Foods and Industries. Inc. ] 
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HEARD IN: Commission Hearing Room, Ruffin Building, One 
West Horgan street, Raleigh, Horth Carolina 
October 19, 1972 at 10:00 a. m. 

BEFORE: William E. Anderson, Hearing E~aminer 

HPEARANCES: 

Por the Applicant: 

F. Kent Burns, Esq. 
Boyce, Kitchell, Burns & Smith 
Attorneys at tav 
Box IQ06, Raleigh, North Carolina 27602 

For the Protestant: 

Vaughan s. Winborne, Esq. 
Attorney at Lav 
I 108 .Capital Club Building 
Raleigh, North Carolina 
Appearing for: Cromartie Transport Company 

ANDERSON, HEARING EXAMINER: 
fili~g of an Application by 
September 8, 1972 in vhich 
carrier authority in accordance 
and territory description: 

This matter arose upon the 
Sugar Transport, Inc., on 
the Applicant seeks contract 
with the following commodity 

and mixtures of molasses and feed 
tank vehicles from Wilmington, 
points in North Carolina under 

SaTannah Foods and Industries, 

"Group 21, molasses 
supple ■ents in bulk, in 
North Carolina to all 
conti~uing contract with 
Inc. 11 

The Application vas advertised in the Commission's 
calendar of Hearings issued September t 9, 1972 to -be heard 
on October (9, 1972. Protests vere subsequently filed on 
behalf of Cromartie Transport Company and Central Transport, 
Inc. 

The matter vas. called for hearing at the time and place 
designated by order. central Transport, Inc., did not 
appear, having indicated to the chief Clerk by telephone 
that it wished to withdraw its protest, and it did indicate 
such an intent in writing by letter received on October 24, 
1912. 

Upon the call of the matter for hearing, the Applicant 
moved to amend its commodity and territory description by 
inserting the language "for animals" such that the amended 
description reads as foliovs: 

"Group 21, 
supplements, 
Wilmington, 

molasses and mixtures of molasses and feed 
for animals, in bulk, in tank Tehicles from 

North Carolina, to all points in North 
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Carolina under continuing contract with Savannah Foods and 
Industries, Inc." 

The Applicant, Sugar Transport, Inc., offered the 
testimony and exhibits of Hr. Fred c. Williams, Jr., P. o. 
Box 4063, Port Wentworth, Georgia, President of sugar 
Transport, Inc.; Hr. Ed Millard, Jr., P. a. Box 339, 
Savannah, Georgia, Traffic Manager of Savannah Foods and 
Industries, Inc.; Kr. Patrick Cummins, District ~anager, 
Molasses and Feed Supplement Sale and Procurenent, savannah 
Foods and Industries, Inc.; and Hr. J. B. Kittrell, Jr., a 
sugar broker for Dixie crystals from Greenville, North 
Carolina. The Protestant presented the testimony of ftr. L. 
M. Cromartie. 

The Parties indicated a desire to file briefs thirty (30) 
days from the mailing of the transcript. The Applicant and 
Protestant filed briefs on December 19 and December 21, 
respectively, their briefs containing well-reasoned 
arguments and a complete recapitulation and analysis of the 
testimony and other evidence. of record. Both the briefs and 
transcript of the hearing are on file. 

Based upon the record herein the.Hearing Examiner makes 
the following 

FINDINGS OF FACT 

1- That the Applicant, Sugar Transport, Inc., currently 
conducts intrastate transportation operations in accordance 
vith Contract Carrier Permit No. P-130. 

2. That the Protestant Cromartie Transport Company 
provides intrastate common carrier service over irregular 
routes transporting, among other products, "molasses in bulk 
in tank trucks" under its Certificate C-140. 

3. That "molasses" as used herein is understood to be 
"dark to light brovn viscid syrup that is separated from rav 
sugar in sugar manufacture." Webster§ Seventh Nev 
Collegiate Dictionary, (970. 

4. ~hat the Protestant Cromartie Transport Company does 
not have authority to haul "mixtures of molasses and feed 
supplements for animals"; there is no evidence of recoi:d 
that any common carrier presently has specific authority to 
haul this commodity. 

5. That the Applicant operates as an 11 arm 11 or department 
of Savannah Foods, vith its offices on the latter's 
property, using Savannah's telephone switchboard, bearing 
the name "Dixie Crystals" on its trailers, being on call 
twenty-four hours a day, haYing its driYers take orders for 
the shipper, and providing other services of. record. 

6. That the shipper herein, Savannah Foods and 
Industries, Inc., has a need for a specific type of service 
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not otherwise available by existing means of transportation 
and has entered into and filed vith the commission a written 
contract with the Applicant for said service, which contract 
provides for rates higher than those charged by common 
carrie~s for similar service; accordingly, the proposed 
operations conform vith the definition of a contract 
carrier. 

7. The proposed operations will not unreasonably impair 
the effective public service of carriers operating under 
certificates or rail carriers. 

8. That the propose·a service will not )lnreasonably 
impair the use of the highways by the general public. 

9. That the Applicant is fit, willing and able to 
properly perform the service proposed as a contract carrier. 

fO. That the proposed operations vill be consistent with 
the public interest and the policy declared in Chapter 62. 

Whereupon the Hearing Examiner reaches the following 

CONCLUSIONS 

The Protestant has failed to establish that it has 
authority to haul "mixtures of molasses and feed 
supplements ••• " whether for animals or otherwise; the 
controversy then boils down to whether the Applicant should 
be denied contract carrier authority for the few 11 molasses" 
shipments vhich the Protestant might wish to handle. 

Upon consideration of the evidence of record, in light of 
the crite~ia set forth in G. s. 62-262 (I) the Hearing 
Examiner concludes that the Applicant has borne the butden 
of proof in establishing the need for a specific type of 
service not otherwise available by existing means of 
transportation and of transportation for 11 Group 21, molasses 
and mixtures of molasses and feed supplements, for anim~ls, 
in bulk, in tank vehicles from Wilmington, North Carolina 
and all points in North Carolina under continuing contract 
with SaTannah Foods and Industries, Inc ••• 11 Accordingly, the 
authority sought herein should be granted. 

IT IS, THEREFORE, ORDERED: 

1- That the contract carrier permit heretofore issued to 
sugar Transport, Inc., be, and hereby is, amended to include 
the authorization set forth in Exhibit A attached hereto. 

2. That the Applicant shall file any requisite contracts 
or tariffs not filed heretofore, and shall otherwise comply 
with the applicable rules and regulations of this commission 
and begin operations under the authority granted herein 
within thirty (30) days of the effective date of this order. 

ISSUED BY ORDER OF THE COHftISSION. 
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This 23rd day of January, 1973. 

HORTH· CAROLINA UTILITIES COMMISSION 
Katherine ft. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. T-1072 
SOB 4 

Sugar Tr-ansport, Inc. 
P. o. Box tJ073 
Port Wentworth, Georgia 31407 

Contract Carrier' Authority 

EXHIBIT A Group 21, molasses 
molasses and feed 
bulk, in tank 
Wilmington, Nort.h 

and mixtures of 
supplements in 
•ehicles frOm 

points in _No:i;th 
Carolina to all 

Carolina under 
lfith savannah 
Inc. 

continuing contract 
Foods and Industries, 

DOCKET NO. T-(072, SUB 4 

BEFORE THE NORTH CAROLINA UTILITIES COMKISSION 

In the Matter of 
Sng~r Transport, Inc., P. o. BQx 4073, Port 
Wentworth, Georgia 3r407, Application for contract 
carrier authority to transport Group 21, ~classes 
and mixtures of moiasses and feed supplements in 
bulk. in tank vehicles from Wilmington. N. c •• to 
all points in North· Carolina under continuing 
contract with savannah Foods and Industries. Inc. 

HEARD IN: Commission Hearing Room. Ruffin Building. 

FINAL 
ORDER 

One West Horgan Street. Raleigh. North 
Carolina. on February 23. 1973. at 1:30 P. M. 

BEFORE: Commissioners Hugh A. Wells (Presiding)• 
John W. McDevitt and Ben E. Roney 

APPEARANCES: 

For the Applicant: 

F. Kent Burns. Esquire 
Boyce. Mitchell. Burns & Smith 
Attorneys at Lav 
Box IQ06• Raleigh. North Carolina 27602 

For the Protestant: 

Vaughan S. Winborne. Esquire 
I 108 Capital Club Building 
Raleigh. North Carolina 27602 
Appearing for: Cromartie Transport Company 



452 

WELLS, COMMISSIONER. 
upon Exceptions tO the 
Examiner Anderson and 
February 23, 1973. 

ftOTOR TRUCKS 

This 11.atter is hefore the Commission 
Recommended Order entered by Hearing 
the Oral Argument of counsel heard on 

Based upon the record, the 
Hearing Examiner, and the Oral 
Commission makes the following 

Recommended 
Arguments of 

Order of the 
counsel, the 

FINDINGS OF F~CT 

1- That the Applicant, Sugar Transport, Inc., currently 
conducts intrastate transportation operations in accordance 
vith Contract Carrier Permit No. P-130. 

2. That the Protestant, Cromartie Transport Company, 
provides intrastate common carrier service over irregular 
routes transporting, among other products, "molasses in bulk 
in tank trucks" under its Certificate C-140. 

3. That the Applicant operates as an "arm" or department 
of savannah Foods, with its offices on the latter's 
property, using Savannah's telephone switchboard, bearing 
the name "Dixie Crystals" on its trailers, being on call 24 
hours a day, having its drivers take orders for the shipper, 
and providing other services of record. 

tJ. That the shipper herein, Savannah Foods and 
Industries, Inc., has a need for a specific type of service 
not otherwise available by existing means of transportation 
and has entered into and filed with the Commission a written 
contract vith the Applicant for said service, which contract 
provides for rates higher than those charged by common 
carriers for similar service; accordingly, the proposed 
operations conform with the definition of a contract 
carrier. 

Sa The proposed operations will not unreasonably impair 
the effective public service of carriers operating under 
certificates or rail carriers. 

6. That the proposed service will not unreasonably 
impair the use of the highways by the general public. 

7. That the ~pplicant is fit, willing and able to 
properly perform the service proposed as·a contract carrier. 

8. That the proposed operations will be consistent with 
the public interest and the policy declared in Chapter 62. 

Whereupon the Commission reaches the following 

CONCLUSIONS 

Upon the foregoing Findings of Fact and the record in its 
entirety, the Commission concludes that Applicant has borne 
the burden of proof in establishing .the need for a specific 
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type of service not otherwise a•ailable to it by existing 
means of transportation for the commodity applied for 
herein, and accordingly the Commission concludes that the 
authority should be granted. 

IT IS, THEREFORE, ORDERED: 

( (l That the contract carrier permit heretofore issued to 
sugar Transport, Inc., be, and hereby is, amended to include 
the authorization set forth in Exhibit A attached hereto. 

(2) That the Applicant shall file any requisite contracts 
or tariffs not filed heretofore, and shall otherwise comply 
with the applicable rules and regu1ations of this commission 
and begin operations under the authority granted herein 
within thirty (30) days of· the effective date of this Order. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 13th day of ftarch, 1973. 

(SEAL} 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine ft. Peele, Chief Clerk 

DOCKET NO. T-1072, SUB 4 sugar Transport, Inc. 
P. o. Box 4073 

EXHIBIT A 

Port Wentworth, Georgia 3J407. 

Contract carrier Authority 

Group 21, molasses and aixtures 
of molasses and feed supplements 
in bulk, in tank Yehicles from 
Wilmington, Horth Carolina to 
all points in North Carolina 
under continuing contract with 
Savannah Foods ana Industries, 
Inc. 

DOCKET NO. T-1674 

BEFORE THE NOFTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Jack D. Woodr d/b/a Wood Mobile Home Moversr ) RECOMMENDED 
Pass street-, eayesYille, North Carolina 289011 ) ORDER 
- Application for Authority for Group 21, ) GRANTING 
Mobile Homes, Between All Points and Places in) APPLICATION 
the Counties of Clay, Cherokee and Graham ) IN PART 

HEARD IN: The Hearing Room of the Commission, Raleigh, 
North Carolina, on Tuesday, November 6, 1973r 
at 10:00 A. M. 
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BEFORE: D. D. coordes,, Hearing Examiner 

APPEARANCES: 

For the Applicant: 

Ward Purrington an~ Edwin Hatch 
Purrington, Hatch & Purrington 
Attorneys at Lav 
P- o. Box 466, Raleigh, North Carolina 

Por the Protestant: 

Ben oshel Bridgers 
Holt & Haire, P. A. 
Attorneys at Lav 
P. o. Box 248, Sylva, 

Appearing For: 

.For the Commission staff: 

E. Gregory Stott 

North Carolina 
Janes Woodrow Frady 

Associate commission Attorney 
North Carolina Utilities commission 
P. o. Box 991 - Ruffin Building 
Raleigh, North Carolina 

COORDES, HEARING EXAMINER. This matter arose by 
application filed with the North Carolina Utilities 
commission on.September 4, 1973', by Jack D. Wood, d/b/a Wood 
Mobile Home Ho•ers, Pass street, BayesYille, North Carolina, 
seeking authority to operate in intrastate commerce in North 
Carolina as a common carrier of property transporting the 
following: 

Group 21: Mobile Homes, between all points and places 
in the counties of Clay, Cherokee· and Graham. 

Application, along with time and _place of hearing, 
together vith a brief description of authority sought, vas 
published in the Commission's Calendar of Hearings issued 
October I, 1973, and hearing was set for November 6, 1973, 
at I 0:00 A-"• 

Protest to the application vas filed by K~. R. Philip 
Haire, Holt & Haire, Attorneys at Lav, Sylva, North 
Carolina, for and on behalf of James Woodrow Frady, d/b/a 
Frady 1 s nobile Home Towing Service. Motion vas also filed 
by Hr. Haire for a continuance of hearing, bu.t was denied by 
the Commission by Order dated October 23, 1973. 

The Applicant, Wood Mobile Home Hovers, offered the 
testimony and exhibits of Mr. Jack Wood, d/b/a Wood Mobile 
Home eovers, Hr. Carl Moses, Real Estate Broker and 
Appraiser, and Kr. w. P. Bradley, a land deYeloper. ~r. 
Wood testif-ied that he runs a service station, has a wrecker 
service, and has had some experience in EI.OYirig mobile homes. 
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He further testified that he is financially able to maintain 
the requested service if he is granted operating authority 
and that he vill be able to procure insurance and additional 
equipment to properly maintain this service. Testimony vas 
also offered by ~r. wood that numerous people had telephoned 
at various times trying to get mobile homes moved but were 
unable to do so because there Vas no carrier in the area to 
render this type service. Also Hr. Wood states that Gibson 
Mobile Homes in Hayesville has stated that he has a need for 
this additional service, since there iS no· carrier domiciled 
in the county authorized to move mobile ho~es, and the 
closest vehicle is located in Murphy, Cherokee county, North 
Carolina, which is twenty (20) miles away. 

Mr. Moses 
testimony that 
type service 
Bradley knew, 
needs were in 

and Mr. Bradley corroborated Hr. Wood's 
there seem~d to be a general need for this 
in Clay County. Neither Hr. ~oses nor Mr. 

from their ovn personal knowledge, what the 
the Counties of Cherokee and Graham. 

The Protestant chose to offer no evidence. 

Based upon the testimony offered, the evidence adduced and 
the exhibits herein, the Hearing Examiner makes the 
following 

FINDINGS OF FACT 

J. That the Applicant is fit, willing and able to 
properly perform the proposed service. 

2. That the Applicant is financially able and otherwise 
qualified to furnish adequate service on a continuing basis. 

3. That public convenience and necessity require that 
the proposed service, in addition to existing authorized 
transportation services· in Clay county. 

q_ That the Applicant has not shown a public need for 
these services in Cherokee and Graham county. 

CONCLUSIONS 

The Applicant offered testimony that he was willing and 
financially able to render the proposed services. He 
further offered testimony that there seemed to be some need 
in the three requested counties. This testimony was only 
corroborated in regard to Clay county. 

The record is silent concerning whether any service is 
currently being offered to the public in Clay county to 
satisfy t~e need there existing _as established by Applicant. 

Based upon the evidence presented, the foregoing Findings 
of Pact, the nearing Examiner is of the opinion that the 
proposed service is in the public interest, will not 
unlawfully affect the service to the public by other public 
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utilities, that the Applicant is fit, willing and able to 
perform the service proposed, and that the application, 
except for service proposed in Cherokee and Graham Counties 
should be approved. 

IT IS, THEREFORE, ORDERED: 

1. That a common carrier certificate be issued to 
Wood, d/b/a Wood Mobile Home Movers in accordance 
Exhibit B a-ttached hereto and made a part hereof, but 
in all other respects the application is denied. 

Jack 
with 
that 

2. That Jack wood, d/b/a Wood Mobile Home Movers, file 
vith the Commission evidence of the required insurance, list 
of equipment, tariff of rates and charges, designation of 
process agent, and otherwise comply with the rules and 
regulations of the North Carolina Utilities commission. 

3. That the authorization her.ein shal-1 constitute a 
certificate until the formal certificate shall have been 
transmitted to the Applicant auth~r~zing-the transportation 
set forth in Exhibit B. 

ISSUED BY ORDER OF THE COHHISSION. 

This the 13th day of December, 1973. 

(SUL) 

DOCKET NO T-1674 

EXHIBIT B 

NORTH CAROLINA UTILITIES CO~MISSION 
Katherine M. Peele, Chief Clerk 

Jack D. Wood, d/b/a 
Wood Mobile Rome Movers 
Pass Street 
Hayesville, North Carolina 28904 

Irregular Route Common Carrier 

Transportation of Group 21, Mobile 
Homes., Between all points and places 
in· Clay County. 

DOCKET NO. T-521, SUB 12 

BEF9RE THE NORTH CAROLINA U~ILITIES COMMISSION 

In the Hatter of 
Thomas Oliver Harper, Jr., 
d/b/a Harper Trucking ·company. 
Investigation of Increase in 
Rates and Charges 

RECOHnENDED ORDER APPROVING 
SCHEDULE OF HINIMUH RATES 
N.c.u.c. NO. 10 AND 
SUPPLEMENT NO. I 

HEARD IN: commiSsion Hearing Room, Ruffin Building, one 
West HOrgan Street, Raleigh, North Carolina, on 
June 27, 1973 
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BEFORE: Commissioner Wells 

APPEARANCES: 

For the Respondent: 

Vaughan s. Winborne 
Attorney at Law 
((08 capital Club Building 
Raleigh, North Carolina 

For the Protestant: 

John D. Xanthos 
Attorney at Lav 
507 NCNB Building 
Burlington, North Carolina 27215 

For the Commission Staff: 

Wilson B. Partin, Jr. 
Assistant Commission Attorney 
North Carolina Utilities commission 
Ruffin Building 
One West Horgan Street 
Raleigh, North Carolina 27602 

WELLS, BEARING COHKISSIONER: On February 19, 1973, Thomas 
oliver Harper, Jr., d/b/a Harper Trucking Company, filed 
vith this Commission Schedule of Minimum Rates and Charges 
N.c.u.c. No. 9 vhich vould cancel Harper's N.c.u.c. Nos. 5 
and 8i the Schedule was to become effective Karch 26, 1973. 
On March 21, 1973, Hid-state Delivery Service, Inc., a 
common carrier holding certificate No. c-536, filed a 
complaint to the Schedule N.c.u.c. No. 9 and requested a 
hearing in the matter; in its complaint Mid-State alleged 
that the Schedule of Minimum Rates and Charges under which 
Harper vas nov operating and under which Harper proposed to 
operate were less than the rates and charges approved by the 
Commission for common carriers performing similar services; 
Hid-State further alleged that it vas prepared to prove that 
the proposed rates of Harper were lover than those of Mid
State. on Karch 23, 1973, the Commission, being of the 
opinion that Harper's proposed schedule N.c.a.c. No. 9 vas a 
matter affecting the public interest, issued an order which 
suspended N.c.u.c. No. 9, instituted a general investigation 
into the lawfulness of the proposed Schedule, and set the 
matter for hearing. 

On April 12, 1973, Thomas Oliver Harper, d/b/a Harper 
Trucking Company, formally ·withdrew tariff Schedule N. C. O. C. 
No. 9 and sought authority to substitute therefor Schedule 
of Minimum Rates and Charges N.c.rr.c. No. 10, which proposed 
to cancel N.c.u.c. Nos. 5, 8 and 9, effective Kay 14, 1973. 
By order issued ipril 26, 1973, the comudssion issued a 
supplemental order authorizing the cancellation and 
vithdraval of suspended tariff Schedule N.C.U.C. No. 9 and 
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allowing N .• c.o.c. No. 10 to become effective on l!ay 14, 
1973. This order further provided that the matter vas to be 
set for hearing on Wednesday, June 27, 1973, that Mid
State's complaint of March 21, 1973, should be treated as a 
complaint against N.c.o.c. No. fO, and that Mid-state was to 
be made a party-intervenor to the proceeding. By telegram 
received in the Commission on May 9., 1973, Hid-state 
protested the Commission's order allowing Harper's Schedule 
N.c.u.c. No. 10 to become effective on May 14, 1973. The 
Commission on May If, 1973, issued a second supplemental 
order denying Mid-State's request that Harper's Schedule 
N.c.u.c. No. 10 be suspended; the order also all.owed Harper 
to file supplement No. I to his schedule of Minimum Rates 
and Charges N.c.u.c. No. 10. 

The matter vas called for hearing on June 27, 1973. The 
Respondent Harper Trucking- company and the Protestant Mid
State Delivery Service, Inc. vere present and were 
represented by attorneys • 

. The Protestant Mid-State Delivery Service, Inc. offered no 
evidence a~ the hearing. 

Hr. James L. Rose, Rate Specialist III in the Traffic 
Division of the commission, presented testimony and exhibits 
comparing the rates in Harper's N.c.u.c. No. 10 and 
supplement No. f vi th Harper's N. c. U. c. Nos. 5 and 8 and 
vith the rates of other motor carriers for the 
transportation of similar traffic, including Mid-State 
Delivery service, Inc. Mr. Hose testified that N.c.u.c. No. 
10 cancelled all of Harper's existing tariffs and 
established or clarified the rules governing th~ operation 
of Harper's service. The new rules proposed by Harper's 
N.c.o.c. No1• 10 and supplement No. I ~ncluded the following~ 

Additional Charges; 

(a) 25 cents additional charge any minimum shipment 
exceeding (00 pounds in weight; 

(bl 

(c) 

25 cents additional charge any 
exceeding 100 air miles f~om point 
of destination; 

minimum shipment 
of origin to point 

100 cents additional special handling 
single parcel or package exceeding 100 
weighti 

charge any 
pounds· in 

(d) I Oo cents additional charge on all nonbusiness or 
residence deliveries; 

(e) 150 cents charge for collecting and remitting c.o.D. 
shipments; 

(f) 25 cents additional charge on all shipments oh 
freight charges fil!! prepaid; 
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(g) 200 cents additional charge per shipment on any 
redelivery not the fault of the carrier; and, 

(h) IO cents per $ I 00. 00 liability or fraction thereof 
additional charge on shipments over $1,000.00 shipper 
declared liability. 

Mr. Rose further testified that the adjustment and rates 
under N.c.u.c. No. 10 provided for a more uniform scale of 
rates. Mr. Rose then stated that Harper's N.c.u.c. No. 10 
and supplement No. I contained rates and charges which vere 
in some instances lover than, the same as, or higher than 
the rates and charges of North Carolina intrastate common 
carriers, including those of Mid-State Delivery Service, 
Inc. For example, Mr. Rose pointed out that Harper's 
N.c.u.c. No. (0 rate fo1; "Class A" commodities (certain auto 
parts and drugs) vere lover than its prior rates on 
shipments moving a distance of 50 miles and were higher on 
shipments transported for distances of 100, 150, 200 and 210 
miles; that the proposed rate for the same commodity for 210 
miles vas higher than the rate of Mid-State. Rose's Exhibit 
No. 3 s·hoved that Harper's N.c.u.c. No. 10 rates on "Class 
B11 commodities, which included tires, were lower than 
previous rates on shipments for 50 miles and higher for 
shipments moving 10-0, 1·50, 200 and 2 f O miles; and that the 
rates - were higher than those apelicable for ftid-state and 
higher than rates published by the southern Motor carrier 
Rate Conference with the exception of 100 and 150 miles. 
N.c.u.c. No. 10 rates for "Class C" commodities, vhich 
included auto doors, were higher than Harper's prior rate, 
but lover than those of .Mid-State or the 11 S.M.C.R.c. 11 common 
carriers. Rose's Exhibit No. q compared Harper's N.C.U.c. 
No. IO and_ prior minimum charge in cents per shipment with 
the minimum charges in cents per shipment of other .carriers, 
including Mid-State; Mr. Rose testified that this exhibit 
shoved that Harper's N.C.U.C. No .. 10 minimum charges per 
shipment may be lower than, the same as, or higher than 
those of the other carriers shovn therein, the charges 
varying according to the weight and type of the commodity 
and the distance. Rose's Exhibit No. 7 entitled "Charges 
for single Package Shipments" compared Harper• s present 
charges for single package shipments vith charges for 
similar shipments by Carolina Delivery Service, Inc., 
Observer Transportation Co., and United Parcel Service, 
Inc.; Harper's charges were higher than those of the other 
named carriers. 

Thomas Oliver Harper, Jr. presented evidence in support of 
Harper Trucking Company's request for increase in rates and 
charges. Mr .. Harper testified that he bad been in the 
trucking business since 1968 and that his contract carrier 
authority nov coTered an area of (50 air miles from Raleigh 
vith 9 contracting parties in the drug and automotive 
distribution fields. He testified that bis company had 
always tried to keep basic minimum charges as lov as 
possible in order to compete with the post office, United 
Parcel Service, bus lines and private carriers. Be said 
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that rates should represent the available costs of pickup, 
handling and delivery; that any artificially harsh minimum 
charge would result in a loss of small shipments. He said 
that 90~ of his business consisted of shipments under 100 
pounds, with 751 of this figure under 50 pounds. 

Mr. Harper further testified with respect to the need for 
additional revenues sought in the tariff Schedule N.c.u.c. 
No. IO, which vou-1a· produce an estimated oYerall. increase in 
revenue of about 5% or 6%. Be stated that fuel costs have 
risen from 26.9 cents per gallon in January of (973 to 32.9 
cents per gallon in May of (973 and that at times he has had 
to buy premium gasoline at 35.9 cents per gallon as a result 
of the unavailability of regular gas. He has had to raise 
wages paid to workers and supervisors by 5% to 10% in the 
past 9 months. Moreover, Harper has purchased one diesel 
truck, ordered another, and has begun the conversion of his 
I I gas units to LP Gas as a result of the gasoline shortage. 

Mr. Harper further testified that the operating ratios of 
Harper Trucking company were as follows: 

83.6% for the 6 months ending June 20, 1972; 
85.t~ for the year ending December 31, 1972; 
87~6% for the 5 months ending May 31, 1973. 

Mr. Harper qualified the use of the operating ratios by 
stating that the ratios did not make any allowance for 
salaries either to himself or to his wife, both of whom are 
involved in the operation of the .business. 

FINDINGS. OF FACT 

1. The Respondent Thomas Oliver Harper, Jr., d/b/a 
Harper Trucking Company, is a contract carrier of property_ 
by motor vehicle in North Carolina intrastate commerce, 
holding Certif'icate No. P-31, issued by this Commission, and 
is subject to the jurisdiction of this Commission with 
respect to t4e regulation of its rates and services. 

2. The Respondent Harper Trucking Company is 
experienc'ing increased eipenses in its operations, largely 
as a· result of the increase in gasoline. prices during 1973; 
Harper has also had to raise vages paid to workers and 
supervisory personnel during the past nine months. 

3. Harper's Schedule of Minimum Rates and Charges 
N.c.o.c. No. (0 and suppleAent No. I, which became ef£ective 
on May (4, 1973, pursuant ·to Commissicn order, vill result 
in an estimated annual increase in revenues of around 5% to 
6%. 

4. The minimum rates and charges set out in N.c.o.c. No. 
IO and Supplement No. I are found to be just and reasonable 
and should be allowed to remain in effect. The rates and 
charges may be lower than, the same as, or higher than those 
of other carriers subject to regulation under N.C.G.S. Ch. 
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62, depending ·upon the type of 
the distance carried; hoveTer, 
that this will not give Harper 
preference over such other 
Delivery Service, Inc. 

commodity, its weight, and 
it is further found as a fact 
any unreasonable advantage or 
carriers, including Mid-State 

CONCLUSIONS 

The rates and charges in Harper's Schedule of Minimum 
Rates and Charges N.c.u.c. No. (0 and Supplement No. I, are 
concluded to be just and reasonable. The fact that the 
schedule of rates and char_ges are in varying instances lover 
than, the same as, or higher than the rates and charges of 
other carriers subject to commission r.egulation under 
N.c.G.5. Ch. 62 does not giTe Harper any unreasonable 
advantage or preference over such other carriers, including 
the Protestant Mid-State Delivery Service, Inc. 

It is further concluded that the rates and charges set out 
in N.c.u.c. No. 10 and Supplement No. I provide for a more 
uniform scale of rates and will enable Harper Trucking 
Company to provide efficient manag·ement and service. 

IT IS, THEREFORE, ORDERED: 

That the Schedule of Minimum Rates and Charges N.c.o.c. 
N.o. IO and Supplement No. I be, and the same hereby is, 
allowed to remain in· effect and that the docket in this 
matter is to be closed. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 16th day of August, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Anne L. Olive, Deputy Clerk 

DOCKET NO. T-825, SUB 163 

BEFORE THE NORTH CAROLINA UTILITIES COftftISSION 

In the Matter of 
Motor Common Carriers - Suspension and Inves
tigation of Proposed Increase in Rates and 
Charges on Petroleum and Petroleum Products, 
Scheduled to Become Effective November 6, 1972. 

ORDER 
DENYING 
RATE 
INCREASES 

HEARD IN: 

BEFORE: 

The Commission Hearing Room, Ruffin Building, 
Raleigh, North Carolina, on January 16, 1973, 
and February 2, 1973. 

Chairman Marvin R. Wooten (Presiding) and Com
missioners John W. KcDevitt, Hugh A. Wells and 
Ben E. Roney. 



APPEARANCES: 

MOTOR TRUCKS 

For the Respondents: 

J. Ruffin Bailey 
Bailey, Dixon, Wooten & McDonald 
Attorrieys at Lav 
P. o. Box 22q6, Raleigh, North Carolina 
For: Motor carriers Participating in N.C. 

Motor Carriers. Association Tariff 
No. 5-M. 

For the CommiSsion Staff: 

Maurice w. Horne 
Assistant Commission Attorney 
Ruffin Building 
Raleigh, North Carolina 

BY THE COMMISSION. This cause arises upon order of this 
Commission dated October 3(, 1972, wherein the Commission 
suspended and ordered an investigation of the filing with 
this commission by North Carolina Motor Carriers 
Association, Inc., Agent, P. o. Box 2977, Raleigh, North 
Carolina, for and oil behalf of certain of its member 
carriers of a tariff schedule proposing increased rates and 
charges applicable to North Carolina intrastate shipments of 
petroleum and petroleum products, this proposed increase 
proTiding for a 5% increase on Liquified Petroleum Gas: 5% 
increase on Residual Fuel Oils to points which are over 150 
miles a pa.rt; increases ranging from .. 29% to I 6. 6% on 
Gasoline, Kerosene, Fuel Oils I, 2, 3 and Solvents to 
certain specified points; 2 cents per 100 pounds increase on 
Drumming Charges; the addition of a c.o.D. rule proTiding 
for charges of $! .. SO or SS.00 per shipment; and for 
establishing mileage and rates to points not heretofore 
included in said tariff, scheduled to become effective 
November 6, 1972, and designated as follows: 

supplement No. 8 to North Carolina Motor Carriers 
Association, Inc., Agent, Motor F~eight Tariff No. 5-K, 
N.c.u.c. No. 95; those items containing changes resulting 
in increases as enumerated and described therein, only. 

The matter came on for hearing at the time and place 
specified in the commission·• s Order dated October 31, I 972. 

L. E. Forrest, 1raffic Manager, North Carolina Motor 
Carriers Association, testified substantially as follows: 
As Traffic Manager, he prepares the filings for the 
Association and the participants in Tariff No .. 5-K relating 
to petroleum and petroleum products. Three meetings were 
held with shippers and following the third meeting, adjusted 
or negotiated rates were approved by certain shippers as 
well as the carriers. He prepared supplement No. a, which 
is the subject of this proceeding, a~d explained the 
proposed increases. Kr. Forrest state·d that he did not make 
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any independent determination of revenue need on the part of 
any single carrier or group of carriers. 

Michael Grimm, General Traffic ftanager, O'Boyle Tank Lines 
Incorporated, testified substantially as follows: He has 
been with 0 1 Bdyle Tank Lines since January 1970, and that 
o•eoyle participates in the tariff vhich is the subject of 
this proceeding. He indicated ·that he was not personally 
present at the meetings before the rate committee of the 
North Carolina Motor Carriers Association. He indicated 
that O' Boyle Tank Li-nes has operated M & M Tank Lines since 
October I, 1972, and is operating it currently under 
temporary authority from the Interstate Commerce Commission. 
~ stated that he puts limitations on his testimony i-n 

connection with M & K Tank Lines because o•eoyle has not 
been able to obtain all of H & M's underlying documents, 
shipping papers and financial papers. He indicated certain 
returns per round trip mile for certain points with respect 
to H & M Tank Lines. He stated that his figures were based 
only upon the period October and November 1972. Be stated 
that 0 1 Boyle has had experience in hauling propane between 
certain points and that propane requires more expensive 
equipme-nt · to hao.l than other types of movements and that 
propane is hauled approximately six months of the year. He 
indicated that o•eoyle, prior to its control of H & M, was 
not· extensively involved in heavy oil or residual oil 
traffic. NeTertheless, he stated his conclusion that with 
respect to residual or black oil, the operations of 0 1Boyle 
·and H & ft could not make a profit for businesses over J50 
miles at the present scale of rates. He further testified 
that prior to his employment with o•eoyle he attended 
college in Pennsylvania and received a degree in English. 
He stated that O'Boyle did very little residual hauling in 
intrastate North carolina traffic prior to October J, 1972, 
and did not indicate what hauling 0 1 Boyle has done under 150 
miles with respect to petroleum products. He indicated that 
be could not give a realistic annualized figure for M & M 
with respect to what percentage of total J! & H operating 
revenues have been derived from the tariff under 
consideration but that he had some information for October 
and November 1972; however, he could not state that the 
figures derived from those time periods would be 
representative~ Re could not give an intrastate operating 
ratio for 8 & I1 although he stated that the systems 
operating ratio vas 9:;?. 06 year to date January t"o 
November, 197.2.. He could not give the petroleum intrastate 
operating ratio for ·M & ft North Carolina operations. He 
could not state O'Boyle's intrastate operating ratio or 
o•eoyle 's petroleum operating ratio as compared with its 
other intrastate business. He testified that systems, Inc., 
a company providing computer services, did the work about 
which he was testifying and produced information vbich Vas 
supplied- to l'Jr. Turner of the Commission Staff with respect 
to 0 1 Boyle, but not M & H, and that ·he supervised the 
computer operations to some extent in that he told the 
company what o•eoyle needed and vent over it with a company 
representati"t"e. 
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Lee P. Shaffer, Executive Vice• President and Chief 
Operating Officer of Kenan Transport, Company, Inc., 
testified substantially as follows: He indicated certain 
earnings per round trip mile under the proposed rates 
between certain points. He testified that his company's 
intrastate operating ratio for 1971 was 85 and stated that 
an operating ratio of 85 is a good operating ratio. 

James A. Simpson, Operations specia-list for the Exxon Oil 
Company, USA, formerly Humble Oil and Refining· Company, 
testified substantially as follows: He stated that his 
company participated in negotiations which gave rise to the 
proposed tariff changes and indicated certain 
characteristics of movements in Southeastern North Carolilla 
regarding fuels and solvents and other petroleum products. 
He indicated that he could not give any operating ratios of 
any carriers transporting petroleum products and further 
stated that approximately 70% of Exxon's intrastate 
transportation under Tariff 5-K is transported under 150 
miles in distance. 

Charles G. Harris, President of Carolina Carriers, Inc., 
testified substantially as follows: His company recently 
added an LP gas unit for the first time and in seeking to 
obtain insurance Coverage found that insurance rates on LPG 
units are higher than on units for light petroleum pr.oducts 
because LPG is a more volatile and, therefore, more 
dangerous product. He stated his carrier is a Class III 
carrier with under S2PO,OOO revenue on an annual basis. 
Approximately one-sixth of his company's annual revenues for 
the preceding year were attributable to LP revenues. He 
stated that his company's North Carolina intrastate 
petroleum ratio for 1971 was 112 and for 1972 was 94. He 
indicated that his company hauled very little in excess of 
150 miles and does not haul any residual oil. 

Kr. James L. Rose, Rate Specialist III, of the Traffic 
Division, North Carolina Utilities Commission, was offered 
as a staff witness ana testified and presented exhibits 
explaining the proposed increases and tariff changes herein 
sought; Mr. Rose offered exhibits in explanation of the 
tariff showing: (I) present and proposed motor truck rate 
shown in Item No. 57.:.A, (Drumming Terms, Conditions and 
Charges) supplement Ho. 8 to N.C.K.C.A. Tariff No. 5-ft, 
N.c.u.c. 95 proposing to increase the rate 2 cents per 100 
pounds to 4 cents per 100 pounds and to reguire the 
consignee to make one individual available to assist the 
driver in conducting the drumming operation; (2) t~rms, 
conditions and charges proposed in Item No. 59, (C.O.D. 
(Collect on DeliYery] Shipments) of said tariff, which is a 
new item establishing a rule applying on shipments tendered 
to the carriers on a collect on delivery basis, providing a 
charge of SI.SO per collection on all checks accepted made 
payable ·to the shipper and $5.00 per collection on all 
collections made payable to the carrier which the carrier 
most in turn remit to the shipper; (3) present and proposed 
rates and charges between Wilmington and certain points 
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shovn in Section I in Supplement No. 8 of said tariff, which 
proposes to increase certain rates applying on commodities 
described in Item 40 (Gasoline. Kerosene, Fuel Oils and 
Solvents) up to the le•el of rates shown in the present 
scale rate providing rate increases to these points ranging 
from .29% to 16.6%; (4) Section I in supplement No. 8 also 
proposes to establish as nev point-to-point rates between 
Wilmington and Conway, Jamestown, Lincolnton and Waynesville· 
based upon the presently established scale rate which are 
rates resulting in neither an increase nor decrease in the 
present rates; (5) Section I in Supplement No. 8 also 
proposes to establish a point-to-point rate of 9.6 cents per 
100 pounds in lieu of the present rate of 8.1 cents per 100 
pounds resulting in a 11- 6,C increase; (6) present and 
proposed increased rates pro•iding for 5% increase on 
residual fuel oils to points vhich are over 150 miles apart; 
(7) present and proposed increased rates proTiding for 5% 
increase on point-to-point and mileage scale rates covering 
liquified petroleum gas; (8) Section IO in supplement No. 8 
proposes to establish mileages from and to new points on the 
same basis as mileages are established from and to other 
points shown in the tariff ~esulting in neither an increase 
nor a decrease in rates and charges; and (9) exhibits 
showing present and proposed earnings of certain carriers 
based on the proposed increases • 

. James c. Turner, Commission Staff Accountant. testified 
substantially as follows: His testimony vas based on data 
contained in the petroleum carriers• annual reports to the 
North Carolina Utilities Commission and data received from 
the nine petroleum carriers responding to his requests. both 
written and oral. 

Those carriers operating in North Carolina and earning 
their total operating revenues from North Carolina Utilities 
Commission-controlled tariffs realized actual net ,profit of 
4.71% from each intrastate revenue dollar earned in 1969 and 
7~63t actual net profit from each intrastate operating 
revenue dollar earned in (971. 

The nine petroleum carriers realized North Carolina 
intrastate petroleum operating ratios as follows: 

I 969 
94.29% 

j970 
95.71% 

ill! 
89.63% 

First 6 months of 1972 
-90.63% 

The three carriers earning gross 
regulated tariffs and North Carolina 
regulated tariffs realized North 
petroleum operating ratios as follows: 

revenues from both ICC 
Utilities commission 
Carolina intrastate 

I 969 
95.62~ 

j970 
95.20% 

ill! 
87.69% 

First 6 months of (972 
89.97% 

~he six carriers earning their gross revenues solely from 
North Carolina intrastate transportation realized North 
Carolina petroleum operating ratios as follows: 



MOTOR TRUCKS 

First 6 11onths of 1972 
-91-13% 

The proposed revenue increases would be approximately 
$53,000 annually when based on 1971 actual North Carolina 
petroleum revenues for the nine carriers used in Hr. 
Turner's testimony (taken from those furnishing usable 
1ata). Net North Carolina intrastate petroleum operating 
revenues will be increased by approximately $50,000. The 
proposed increase would produce a proposed 1971 North 
Carolina intrastate petroleum operating ratio of 88.6Si for 
the nine carriers as opposed to an actual composite North 
Carolina intrastate petroleum operating ratio of 89.63~. 

The carriers are requesting additional net operating North 
Carolina intrastate petroleum revenues while they have 
realized net North Carolina intrastate petroleum operating 
revenues·as follows: 

r969 
· $213,005 

1970 
$169,231 

llll 
$480,197 

First .§. months of ill.£ 
$243,333 

Upon request from counsel 
time was permitted within which 
brief was filed within the time 

for the respondent carriers, 
to file brief, and such 

allowed. 

Based upon thorough consideration of the entire record of 
this proceeding, the Commission makes the folloving 

FINDINGS OF F~CT 

1. That the motor carriers authorized to participate in 
Tariff No. 5-H, supplement 8, which is under sus.pension in 
this proceeding, are subject to regulation by this 
commission and are properly before the commission vith 
respect to such rates and charges through the representation 
of the North Carolina Motor carriers Association and 
counsel. 

2. Approximately seventy-five motor carriers are 
authorized to participate in Tariff No. 5-M. 

3. O'Boyle Tank Lines, Incorporated, has operated ft & M 
Tank Lines since October I, 1972, and prior to that time, 
0 1 Boyle was not extensively involved in heavy oil or 
residual oil traffic. 0 1 Boyle has been unable to obtain 
complete company records of H & Hand figures have been 
presented for October and November 1972 vith respect to M & 
M. While Witness ftichael Grimm on behalf of ft & 8 indicated 
a systems (interstate and intrastate combined) operating 
ratio of 92.06, he did not offer either an intrastate 
operating ratio or- an intrastate petroleum operating ratio 
with respect to either 0 1 Boyle or M & M. 

4. The evidence 
certain round trip per 

of Kenan Transport Company reflects 
mile revenues under the proposed 
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rates between certain points. 
ratio for Kenan for 1971 vas 85. 

The intrastate operating 

5. Carolina Carriersr Inc.r is a Class III motor carrier 
with annual revenues of less than t200rOOO. Carolina 
Carriersr Inc.r hauls very little in excess of 150 miles and 
does not haul any residual oil and that company's intrastate 
petroleum ratio for 1971 was 112 ahd for 1972 was 94. 

6. The Commission finds that the evidence presented by 
the motor carriers ill this proceeding is not of sufficient 
probative force to support or justify approval of any 
increase in rates and charges in this case. 

7. Th"e motor carriers in this proceeding have failed to 
carry their statutory burden of proof to show with material 
and substantial evidence that their present rates and 
charges nov in effect under Tariff No. 5-M on intrastate 
movements are not sufficient to permit them to continue to 
offer adequate and efficient transPortation service to the 
public under said tariff. 

8. The Commission finds that the proposed c.o.n. rule 
(Item 59) is justified under the evidence of iecord in this 
proqeeding as well as the establishment of new point-to
poin.t rates not here.tofore i-ncluded in Tariff No. 5-M 
between Wilmington and Convayr Jamestovnr Lincolnton and 
.waynesviller which does not have the effect of increasing 
ratesr as well as the establishment of mileages from and to 
certain nev points on the same basis as mileages .are 
established from and to other points shown in the tariffr 
which also does not result in ·an increase in rates. 

Based on the foregoing Findings of Pactr the Commission 
makes the following 

CONCLUSIONS 

G. S. 62-146 (g) provides that in any proceeding to 
determine the justness and reasonableness of any rates for 
motor carriersr such sh~ll be fixed and approvedr subject to 
the provisions of G. S. 62-146 (h) r on the basis of the 
operating ratios of such carriersr being the ratio of their 
operating expenses to their operating revenues .. 
Necessarilyr the carrier_s are required in the presentation 
of their case under G. s. 62-134(c) and 62-75 to carry and 
sustain the burden of proof in shoving the justness and 
reasonableness of the proposed rates and charges by showing 
their intrastate operating ratios. Under G. 5.- 62-132r the 
existing rates and charges are deemed by lav to be just and 
reasonable until the contrary is shown by the carriers by 
materia~ and substantial evidence. 

Mr. Forrestr Traffic Manager of 
carriers ~ssociationr did not 
determination of revenue need on 

the North Carolina Motor 
make any independent 

the part of any single 



468 MOTOR TRUCKS 

carrier or group of carriers. He simply prepared supplement 
8 to Tariff No. 5-M at the request of the carriers. 

Mr. Michael Grimm, General Tr~ffic Manager of o•aoyle Tank 
Lines, Incorporated, which~ since October I, 1972, has 
operated M & H Tank Lines, indicated a systems operating 
ratio of 92.06 vith respect to H & M. The figures presented 
were based on October and November 1972, and the reliability 
of such figures is subject to qualification by Mr. Grimm. 
Prior to operating M & M, 0 1 Boyle vas not extensively 
involTed in heavy oil or residual oil traffic and, 
therefore, has limited operating experience in regard 
thereto. Hr. Grimm did not present any intrastate operating 
ratio or any intrastate petroleum operating ratio for eithe·r 
M & Hor o•aoyle. · 

Hr. Lee P. Shaffer of Kenan Transport -Company, Inc., did 
give an intrastate operating ratio for his company, however, 
such operating ratio for 1971 was 85 which, by any standard, 
and by his own admission, is a good operating ratio for 
motor carriers. We have, heretofore, held that an operating 
ratio of 93 or better is an appropriate and reasonable 
operating ratio for motor carriers. 

Mr. James A. Simpson, Operations Specialist for the Exxon 
?il company, USA, appeared as a shipper witness apparently 
in support of the tariff. ·eovever, he had no knowledge of 
any operating ratio of any carrier transporting petroleum 
products and further stated that 70% of Exxon's intrastate 
transportation under Tariff No. 5-K is transported under 150 
miles in distance. 

Mr. Charles G. Harris, President of Carolina Carriers, 
Inc., was offered as a rebuttal witness and, relatively 
speaking, his company is a small motor carrier; namely, a 
Class III carrier with under $200,000 annual revenue. He 
stated that his company hauls very little in excess of 150 
miles and dcies not haul any residual oil. Without 
reflecting the method and derivation of his figures, Mr. 
Harris indicated that his company's North Carolina 
intrastate petroleum ratio for 1971 was I 12 and for 1972 was 
94. He gave no reason for the improvement experienced in 
the operating ratio for his company. such improvement 
occurred under existing r.ates. 

The testimony of Mr. Forrest reflect~ that there are 
approximately 75 carriers that ar~ authorized to participate 
in Tariff No. 5-M. WhilP the r~cord does not shov which of 
those 75 carriets actually do par.ticipate in. the hauling of 
involved commodities, it is readily a~p~rent that the 
carrier's testimony presented in this proceeding, taken in 
its entirety, is insufficinnt to show such representative 
nature to justify increasing the rates and charges for all 
carriers participating in the tariff. Such weight cannot be 
given to the testimony of the witness of Carolina Carriers, 
Inc., to justify increases for all 75 authorized 
participants in the tariff, given the relative size of that 



RATES, FARES, AND CHARGES Q69 

carrier and its relatively limited operations under Tariff 
No. 5-H. Hr. Shaffer's testimony for Kenan Transport 
Company cannot be used to demonstrate revenue need because 
he indicated an intrastate operating ratio for (971 of 85 
which is good, if not excellent, and, of itself, cannot be 
the basis for increasing rates and charges ,in this tariff 
for all participating carriers. The only other carrier 
witness, Hr. Grimm, without substantial operating experience 
of O'Boyle or adequate co~pany records for H & H, could not 
and did not giYe any intrastate operating ratio or any 
intrastate petroleum operating ratio for M & Kor o•aoyle. 

In Docket No. T-825, Sub (43; page 8, Conclusion No. q of 
the ·commission's Order dated January 19, 1971, the 
Commission admonished the carriers in that proceeding 
(common carriers) to impro•e their presentations in their 

.cases, stating: 

0 4. We do not conclude that the formula and method used 
in making the separation in this case reflect to a 
certainty, accurate results, and we advise and enjoin the 
respondents herein to continue their efforts for improve
ment in this area ••• 11 

This admonition was also observed in Docket No. T-825, Sub 
.150 wherein denial by the Commission of proposed increases 
vas upheld by the NOrth Carolina Court of Appeals in 16 NC 
App. 5J5 (1972). 

In Docket No. T-825, sub 153 as ~eflected on page 7, 
Conclusion No. 6 of the commission's Order dated June 26, 
(972, the Commission (although allowing increases in rates) 
again admonished the carriers (common carriers, bulk 
commodities) : 

0 ••• to improve the probative force and effect of their 
evidence concerning the deri•ation of intrastate operating 
ratios as required by statute; and ve further conclude 
that a failure to develop improved, more accurate and 
equitable separations methods vill, of necessity, result 
in negative findings in the future and ve advise and 
enjoin the carriers to develop and present several 
improved such methods of separations in future cases upon 
vhich this Commission may make more enlightened findings 
and determinations." 

Substantially the same adaonition vas again made by the 
Com~ission in Docket No. T-825, Sub 157 (common carriers, 
unmanufactured tobacco and accessories) as reflected in the 
Commission's Order of June 26, 1972, at page 6, Conclusion 
No. 5, although increases in rates vere allowed. 

In short, the Commission has heretofore on numerous 
occasions admonished the carriers to improve the 
presentation of their caSes vith the recognition that they 
have the statutory burden of proving the justness and 
reasonableness of any increase in rates and charges. The 
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presentation of evidence in this case falls far short of 
improved pre sen ta tion which the Commission regards is 
required by lav before increases in rates and charges can be 
authorized. To simply allege that the proposed increase in 
this proceeding is a small increase and that no shippers 
have protested heretofore is insufficient to constitute a 
basis for approval of the increases in rates and charges. 

The carriers have not shown herein that those carriers 
represented through certain witnesses at the hearing are 
representative of the carriers actually transporting 
petroleum products under Tariff No. 5-M. Additionally, the 
carriers have not shown intrastate operating ratios or 
intrastate petroleum operating ratios (even if the carriers' 
testimony vere representative of the other carriers involved 
in this tariff) sufficient to justify approval of increased 
rates and charges. If there is a need for such increases, 
such need has not been demonstrated on this record. By not 
taking seriously their responsibility under the lav with 
respect to burden of proof, the motor carriers are doing 
themselves, shippers and receivers, other members of the 
public and the Commission a disservice, for if a revenue 
need exists, it should be met in the interest of an adequate 
and efficient transportation service to the public. 

Accordingly, ve have fully considered all evidence of 
record and conclude that such evidence is insufficient and 
unconvincing to demonstrate a need with respect to carriers 
participating in Tariff No. 5-H, Proposed supplement e, and 
ve further conclude in that regard that the carriers have 
failed to sustain and carry their statutory burden of proof 
to show any need for increases under Tariff No. 5-M. The 
Commission, however, in this docket will authorize the 
c.o.n. charge because the record indicates that customers 
are requesting such service and further will authorize the 
proposed change to 8stablish point-to-point rates between 
Wilmington and Conway, Jamestown, Lincolnton, and 
Waynesville, as well as establishment of mileages from and 
to certain nev points. The two latter changes are 
authorized herein because neither results in an increase in 
rates and the proposed changes haYe the effect of 
simplifying the tariff. 

IT IS, TH·EREFORE, ORDERED: 

I• That the increases proposed by the re~pondent motor 
carriers be, ana the same hereby are, denied for the reason 
that the carriers have failea to sustain the burden of proof 
under G. s. 62-(3ij(c) and G. s. 62-75 to show that the 
proposed rates and charges are just and reasonable as 
required by law. 

2. That respondent 
hereby are, required 
schedules cancelling 
this proceeding. 

motor carriers be, 
to issue appropriate 

the tariff filing unaer 

and the same 
nev tariff 

suspension in 
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3. That the respondents be, and the ·same hereby are, 
authorized to· issue appropriate new tariff schedules 
implementing the C.O.D. charge (Item 59) as well as the 
establishment of.point-to-point rates between ijilmington and 
Conway, Jamestown, Lincolnton and Waynesville, and the 
establ~shment of mileages to certain new points as 
originally proposed in the supplement under suspension 
herein. 

4. That the Order of Suspension and Investigation issued 
in this docket be, and the same is, hereby vacated and set 
aside. 

ISSUED BY ORDER OP THE COMMISSION. 

This the 22nd day of June, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

DOCKET NO. T-825, SUB f68 

BEFORE THE NORTH CAROLINA,UTILITIBS COMMISSION 

In the Hatter of 
Motor Common Carriers - Suspension and ) 
Investigation of Proposed Increase in ) 
Rates and Charges Applicable on Ship- ) 
ments of General Commodities Scheduled ) 
to Become Effective July 23, and August) 
13, 1973. J 

ORDER APPROVING 
INCRUSE IN 
R~TES AND 
CHARGES 

HEARD IN: 

BEFORE: 

APPEARANCES: 

Hearing Room of the Commission, Ruffin Build
ing, One West Morgan Street, Raleigh, North 
Carolina, on October 30 and 31, (973. 

Commissione.r Hugh A. Wells, Presiding; and 
Commissioner Ben E. Roney, and Chairman 
Marvin R. Wooten. 

For the Respondents: 

Thomas D. Bunn, Esq. 
David H. Permar, Esq. 
Hatchr Little, Bunn, Jones & Few 
P. O. Box 527, Raleigh, North Carolina 27602 
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Robert E. Born, Esq. 
Arnall, Golden & Gregory 
1000 Fulton. Federal Building 
Atlanta, Georgia 30303 
Appearing for: 
Motor Common Carriers of General commodities. 

For the Commission Staff: 

Wilson B. Partin, Jr., Esq. 
Assistant Commission Attorney 
North Carolina Utilities Commission 
P. O. Box 991, Raleigh, North Carolina 27602 

E. Gregory Stott, Esq. 
Associate commission Attorney 
North Carolina Utilities commission 
P.O. Box 991, Raleigh, North Carolina 27602 

BY THE COMMISSION. On June 8, 1973, the Motor Carriers 
Traffic Association, Inc., the North Carolina Motor carriers 
Association, Inc., and the Southern Motor carriers Rate 
Conference, filed with this Commission tariff schedules on 
behalf of their member carriers, proposing an increase in 
rates and charges, including minimum charges, applicqble to 
North Carolina intrastate· ship~ents of general commodities. 
These tariff schedules were to become effective July 23, 
(973, and were designated as follows: 

(I) Motor Carriers Traffic AssOcia tion, Inc., 
Agent: Motor Freight Tariff No. 3-G, N.c.u.c. 
No. 40, supplements Nos. 32 and 33 ;_ 

(2) North Carolina Motor Carriers Association, Inc., 
Agent: Motor Freight Tariff No. I 0-E, N.c.u.c. 
No. -91, Supplement No. 46; 

(3) Southern Motor Carriers Rate Conference, Agent: 
Motor Freight Tariff No. 137-I, N.c.u.c. No. 38, 
Supplement No. 1s. 

The proposed increases were as follows: 

(I) The minimum charge to be increased by t1.oo. 

(2) LTL and AQ shipments weighing less than 5,000 
p~unds to be increased by 10%. 

(3) LTL shipments weighing 5,000 pounds or more 
to be increased by 3%. 

(4) Volume and truckload shipments to be increased 
by 3%. 

These proposed 
June 19, 1973. 
proposed tariffs 

tariff schedules were suspended by Order of 
The Commission, recognizing that the 
affected the publi~ interest, ordered an 
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investigation into the lawfulness of the tariffs and set the 
■atter for public hearing on appropriate notice; all 
carriers participating in the proposed tariffs were ■ade 
respondents in the docket and ordered to be prepared to 
offer testimony and exibits in support of their case. The 
respondents were ordered to file their testimony at least 60 
days prior to the scheduled date of the hearing, which was 
October 30 , 1973; the testi■ony of the Staff was to be filed 
at least 20 days prior to October 30, 1973. 

On Septe■ber 25, 1973, the co ■■ission extended the ti■e 
for filing Staff testimony to Dece■ber 3, 1973, and set the 
Staff testimony for hearing on Dece11ber 13, 1973. 
Thereafter , on October 3, 1973, the respondents, through 
their attorneys of record, filed a Petition seeking 
i■ mediate interi ■ rate relief, alleging, inter alia, the 
acute need of the r espondents for i■■ediate revenue relief 
on North Carolina intrastate general co■■odity traffic. The 
Commission granted the Petition for interi■ rate relief to 
the following extent: 

(a) The ■ini■u11 c harge per shipment was increased to 
SS. 00 . 

(b) The rates on shipments weighing less than 5,000 
pounds were increased by 5 pe r cent. 

(c) The rates on LTL ship■ents weighing 5,000 pounds or 
more were increased by 2 percent. 

(d) The rates on volu me or truckload ship■ents were 
increased by 2 percent with a one (I) cent ■ini■u■• 

The matter came on for hearing on October 30, 1973, at the 
Commission Hearing Room in Raleigh. The respondents 
presented the testimony and exhibits of the following 
witnesses : Robert A. Hopkins, secretary of the Rate 
Committee of the North Carolina Intrastate Regular Route 
General commodity Carriers; Dr. w. Edwards De■ing, 
Consulting Stati s tician; R. L. Steed, Secretary of the 
Southern Motor carriers Rate Conference , Inc.; Vallon L. 
Burris , Chair ■an and President of Burris Express, Inc.; w. 
D. Snavely , Vice President and Traffic Manage r of Standard 
Trucking co■ pany; E. II. Roughton, co■ ptroller of Pilot 
Freight Carriers, Inc.; J. R. Farish, Vice President 
Traffic, Overnite Transportation Company; Loy J. Foster, 
Traffic Manager, Fredrickson Kotor Express Corporation; 
Jerry K. Neal, Vice President - Secretary of State Motor 
Lines, Inc.; Homer M. Curry, Traffic Manager, Billings 
Transfer Corporation; John v. Luckadoo, Traffic Manager of 
Thursto n Kotor Lines, Inc.; R. E. Fitzgerald, Vice 
President-Traffic , Estes Express Lines; and Charles II. 
Guthrie , General Traffic Manager , Burlington Industries , 
Inc. 

There we re no Protestants. 
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In its order in the previous commission rate case, Docket 
No. T-825, sub f50, wherein the proposed rate increases were 
denied in .toto, the Commission concluded ·that: 

"· •• if the 11.ethods and formulae used by the Respondents 
herein are to be accepted, they must be substantially 
strengthened through th·e sele.ction of a more appropriate 
test period, the enlargefflent of such period, and supported 
by additional methods and formulae; ••• 11 

The Commission notes with approval the improvements that 
have been made by the Respondents in the presentation of its 
case in this docket; for example. the Respondents based 
their cost-revenue comparison upon a full year•s traffic 
study rather than the five-day study that had been used in 
previous dockets. Hovever, the Commission continues to 
maintain the greatest concern for further improvements in 
the quality of proof in the future. And improvements are 
still needed. The following examples are noted by vay of 
illustration: the audit process in•olved in the statistical 
sampling methods; the itemization of each carrier's 
individual intrastate cost revenue comparisons; detailed 
explanation of the computer pr~gram used in the cost-revenue 
computation for the continuing Traffic Study; the 
itemization and explanation of such items as wage 
al.location. 

Effective and responsible r~gulation requires that 
factual, substantial, material and relevant evidence be 
presented to the Commission to assist it in its decisions. 
This Commission will continue to insist that the 
Respondents, as well as the Commission's Staff, work to meet 
these requirements. 

Based on the evidence adduced at the hearing, the 
Commission finds and concludes that the rates and charges 
set forth in the aforesaid proposed tarif~ schedules are 
just and reasonable; that these tariffs are not the means of 
creating discrimination, preference or prejudice; that the 
tariffs are otherwise -lawful; and that the Order of 
Suspension and Investigation, as amended, should be 
withdrawn and cancelled; and the aforesaid tariffs be 
al.loved to become effective, after appropriate publication, 
upon one (I) day's notice. 

IT IS, THEREFORE, ORDERED: 

(I) That the Order of Suspension and Investigation in 
this docket, as amended, is hereby withdrawn and cancel.led, 
and that the tariff increases are hereby approved and 
allowed to become effective, after appropriate publication, 
upon one (I) day's notice. 

(2) That- the hearing scheduled for December 
the purpose of presenting the Staff testimony 
same hereby is, cancelled. 

13, f973, for 
be, and the 
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(3) That this docket ,be, and the same hereby is, closed. 

ISSUED BY ORDER OF THE COHHISSION. 

This the 2Jst day of November, 1973. 

NORTH CJ.ROLINA UTILITIES COMMISSION 
Katherine H. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. T-681, SOB 36 

BEFORE THE NORTH CAROLINA UTILITIES COHHISSION 

In the Hatter of 
Sale and Transfer of Common Carrier 
Certificate No. C-178 from Julius K. 
Fox, d/b/a Fox Transfer '"Company, 
613 south Oakland Street, Box 3625, 
Gastonia, N. c. 28052,. to Helms 
Kotor Express, Inc., P. o. Drawer 
700, Albemarle, N. c. 28001 

RECOMMENDED ORDER 
GRANTING 
APPROVAL OF 
TRANSFER 

HEARD: Commission Hearing Room, Raleigh, North Carolina 

DATE: October 17, 1972 

BEFORE: Commissioners John 'ii. Mcnevitt, Presiding, Hugh 
A. Wells and Hiles H. Rhyne 

APPEAR A N:CES: 

For the Applicants: 

J. Ruffin Bailey 
Ba'iley, Dixon, Wooten & l!cDonald 
Attorneys at Lav 
P. o. Box 2246, Raleigµ, North Carolina 27602 
For: Helms Motor Express, Inc., and Julius H. Fox, 

d/b/a Fox Transfer Company 

For the Protestant: 

Francis O. Clarkson, Jr. 
Craighill, Rendleman & Clarkson 
Attorneys at Law 
9J4 American Building 
Charlotte, North Carolina 28202 
For: Lloyd Motor Express, Ltd. 

For the Commission Staff: 

Edward B. Hipp, commission Attorney 
217 Ruffin Building 
Raleigh, North Carolina 27602 
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MCDEVITT AND WELLS, CO!HISSIONERS. By Application filed 
vith the North Carolina Utilities Commission on June J9, 
1972, the joint applicants •Julius M. Fox, d/b/a Fox Transfer 
company,. Gastonia, North Carolina, (hereinafter called 11 FOX 
TRANSFER 11), as transferoi:, and Helms M.otor Express, Inc., 
Albemarle, North Carolina, (hereinafter called "HELMS"), as 
transferee, seek approval of the sale and transfer of Common 
Carrier Certificate No. C-f78 from Fox Transfer to Helms. 
The authority sought to be transferred as contained in said 
Certificate No. C-178 is as follows: 

" ( I l Transportation of general commodities, except those 
requiring special equipment, over irregular routeS, 
between points and places in the counties of Halifax, 
Rockingham, Guilford, Alamance, Scotland, Davidson, 
Stanly, Rowan, Cabarrus, Iredell, Mecklenburg, 
Alexander, Catawba, Lincoln, Gaston, Caldwell, 
Cleveland and Rutherford. 

11 (2) Transportation of yarn from points in Gaston County 
to Winston-Salem, Valdese, .and l'1ount Airy, and waste 
bagging from points in Gaston county to Henderson. 

"NOTE: Under decision of Supreme court in UTILITIES 
COl'!IHSSION -v- FOX, 239 N.C. 253, the foregoing 
authority includes the right to interchange intra
state and interstate traffic with other carriers. 
See order dated February 15, 1954, in Docket No. T-
16, Sub 1.·n 

Public notice of the Application for sale and transfer was 
given in the Commission's Calendar of Truck Hearings issued 
July 1 B, 1972, setting public hearing on said Application 
for October 11, 1.972. The hearing was subseguently 
cont~nued by order of the Commission to October 16, 1972. 

On October· 2, 1972, Lloyd Motor Express, Ltd., filed a 
Protest and Petition to Intervene. ~ 

The hearing va·s duly called on October I 7, 1972, and heard 
by Commissioners HcDevi tt, i{ells and Rhyne. Commissioner 
Rhyne, haYing resigned ·from the commission December 28, 
1972, took no part in the decision on the Application. 

Testimony was offered at the hearing fr~m the following 
witnesses: 

Vallon L •. Burri.s, President of Helms, offered testimony as 
to the financial condition of Helms, the present operation 
of Helms under its existing cOmmon carrier certificate, the 
financial resources for acquisition of the Fox certificate, 
and proposals by Helms for operation of the Fox authority by 
Helms. 

Julius ft. Fox, ovner of Fox Transfer, testified as to the 
operations of Fox Transfer, the terms of the agreement for 
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sale of the Fox common carrier certificate to Helms, and the 
extent of operation of the Fox Transfer certificate. 

Reid w. Childress, member of the Town council, Wagram, 
North Carolina, testified that he supported the Ap.plication 
on behalf of the Town of Wagram in order to secure 
additional transportation by Helms to Wagram. 

James Blanton, Kenansville, Traffic Manager, Reeves 
Brothers, comfy Division, testified and supported the 
Application in order to improve.the service which would be 
provided by Helms through the Fox Transfer territory, in 
order to secure more direct single line shipments. 

By stipulation of the parties and order of the Hearing 
Commissioners, Fox Transfer filed late-filed Exhibits 
listing the shipments handled by Fox Transfer for the period 
of operation prior to filing the Application. 

Based upon the evidence adduced at the hearing, the 
Hearing commissioners make the following 

FINDINGS OF FACT 

I• That the applicant Helms, transferee, holds authority 
as an intrastate motor common carrier in North Carolina 
under Certificate of Public Convenience and Necessity issued 
by the Commission under Certificate No. c-3, and presently 
operates (6 terminals in North Carolina, operating 79 
tractors, 211 trailers, 74 straight trucks, and 10 company 
cars; that Helms operates 83 routes serving 550 points in 
North Carolina vith freight revenues in August 1972 of 
$400,74(. 

2. That the applicant Fox Transfer, the proposed 
transferor, is a proprietorship owned by Julius H. Fox which 
holds operating authority from the Utilities Commission as 
set forth in common carrier certificate No. C-178; that 
Julius H. Fox has entered into written contract for the sale 
of the operating authority contained in said Certificate No. 
C-f78 as hereinabove set out to Helms and interstate 
authority as ovned by Fox Transfer for the sum of $60,000, 
plus an additional $15,000 for equipment described therein, 
subject to approval of the Utilities Commission. 

3. That Helms is fit, willing and able to operate the 
additional authority proposed to be purchased from Fox 
Transfer and has a satisfactory financial proposal for the 
operation of said additional authority. 

4. That Fox Transfer has held itself out to serve the 
public under its common carrier Certificate No. C-J78 since 
the issuance of said Certificate as an original Grandfather 
rights Certificate to Julius M. Fox on November 3, 1950; 
that Fox Transfer has at all times maintained insurance for 
the protection of the public and has maintained listings of 
its service in telephone directories .and has maintained 
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equipment and has served the public when service vas 
requested; that the owner, Julius H. Fox, is 65 years of age 
and has sustained a heart attack and his health does not 
warrant his full operation and participation in the 
operation of said Pox Transfer, and he desires to sell said 
Fox Transfer because of poor health and to go out of 
business, and the Commission finds that the operating 
authority contained in said certificate No. c-t78 is not 
dormant. 

5. That the franchise held by the transferor has been 
actively operated and, accordingly, transfer thereof is 
justified by the public convenience and necessity. 

6. That the proposed transfer of operating authority is 
in the public interest. 

7. That the proposed transfer will not adversely affect 
the service of the public under the said franchise inasmuch 
as the evidence indicates, and the Commission finds, that 
t·he proposed transferee is capable of rendering service 
equal to that of the proposed transferor. 

B. That said transfer will not unlawfully affect the 
services to the public by any other public utility. 

9. That the proposed 
to perform service to 
franchise transfer. 

transferee is fit, willing and able 
the public under the proposed 

10. That· Fox Transfer has continuously offered service 
under its franchise to the public up until the filing of the 
~pplication; that service has been rendered to points where 
service was requested; that any diminution in the shipments 
and revenue of Fox Transfer during recent months is 
considered by the Commission under G. s. 62-112 (c) to be 
attributable to the age and health of the sole proprietor 
Julius M. Fox, and any reduction of actual shipments into 
any pOrtions of said franchise during said ~eriod is found 
by the Commission in its discretion to be attributable to 
said age and health of Julius M. FOx, and are not grounds 
for cancellation of said Certificate for dormancy, nor for 
denial of transfer thereof on grounds of dormancy. 

Whereupon, the Hearing commissioners make the following 

CONCLUSIONS 

rhe provisions of G. s. 62-11 I (a) to the effect that the 
Commission's approval of the sale and transfer of motor 
carrier rights shall be given even "if justified by the 
public convenience and necessity" vere enacted in 1963 and 
have been observed by the Commission in cases involving 
transfer of motor carrier authority. 

From the evidence before the Commission, the Commission 
finds that Fox Transfer bas been actively operating the 
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authority it seeks to sell on a reasonable basis since a 
Certificate vas issued in 1950, considering that recent 
diminution of freight transported is attributable to the age 
and poor health of Julius H. Fox, sole proprietor. Fox 
Transfer has held itself out to be public in all respects as 
being continuously able to provide service, including the 
maintenance of insurance, equipment and appropriate public 
tel.ephone listings, and Fox Transfer ·has transported actual 
business in substantial volume, although in diminishing 
amount, up to the time of the filing of ·the Application. 

IT IS, THEREFORE, OBDEBED AS FOLLOWS: 

1- That the Application 
operating authority set forth 
No. C-!78 from Julius H. Fox, 
Helms Motor Express, Inc., is 

for the Sale and transfer of 
in common carrier Certificate 
d/b/a Fox Transfer Company, to 
hereby approved. 

2. That any authority contained in said Certificate No. 
C-f78 which authorizes transportation which could be 
performed by Helms under its presen-t Certificate No. c-3 
shall be and hereby is construed to be merged into said 
Certificat·e No. C-3 so that there will be 11;0 continued 
duplication of authority within said authority of Helms, and 
that there shall be only one authority for the enlarged 
certificate of Helms, including the authority of Fox 
Transfer. 

3. That the Certificate 
hereby is, amended to include 
Exhibit B attached hereto. 

No. C-3 held by Helms be, and 
the authority set forth in 

4. That Helms shall file report with the commission upon 
consummation of the purchase and acquisition of the 
authority set forth in Certificate No. C-f78, and ·shall 
amend its tariff publications to show service to said 
additional territory. 

ISSUED BY ORDER OY THE COMMISSION. 

This 5th day of February, f973. 

(SEAL) 

DOCKET NO. T-681 
SOB 36 

EXHIBIT B 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

APPENDIX 11 8 11 

Helms Motor Express, Inc. c-3 
v. L. Burris, President 
P. O. Drawer 700, Albemarle, N. C. 

(I) Transportation of general com
modities, except those requiring 
special equipment, over 
irregular routes, between points 
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and places in the counties of 
Halifax, Rockingham, Guilford, 
Alamance, Scotland, Davidson, 
Stanly, Rowan, Cabarrus, 

'Iredell, Meckhnburg, Alexander, 
Catawba, Lincoln, Gaston, 
Caldwell, Cleveland and 
Rutherford. 

(2) Transportation of yarn from 
points in Gaston· County to 
Winston-Salem, Valdese, and 
Mount Airy, and waste bagging 
from points in Gaston county to 
Henderson. 

NOTE: Under decision of supreme court 
in UTILITIES COSMISSION -v- FOX, 
239 N.C. 253, the foregoing 
authority includes the right to 
interchange intrastate and 
inters-tate traffic with other 
carriers. See order dated 
February 15, 1954, in Docket No. 
T-16, Sub 1-

DOCKET NO.· T-1649 

BEFORE THE NORTH CAROLINA UTILITIES_COKMISSION 

In the Matter of 
sale and Transfer of common carrier Certificate No. 
C-138 fro·m Lloyd Motor Expressr Ltd. r P. O .. Box 
26622r Charlotter North Carolinar to Watkins
Carolina Expressr Inc .. r P .. O. Box IOIBBr Federal 
Stationr Greenviller South Carolina 29603. 

ORDER 

HEARD IN: Commission Libraryr Ruffin Buildingr One West 
Morgan Streetr Raleighr North Carolinar on 
Wednesdayr September 19r 1973r at 10:00 A.H. 

BEFORE: Commissioner Ben E. Boneyr Presiding, With 
Chairman Harviµ R. Wooten and Commissioner 
Hugh A. Hells to Read the Record and Partici
pate in Decision. 

APPEARANCES: 

For the Applicants: 

J. Buffin Bai·ley 
Baileyr Dixonr Wooten, McDonald & Fountain 
Attorneys at Law 
P. o. Box 22Q6, Faleigh, North Carolina 27602 
For: Watkins-Carolina Expressr Inc. 
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Francis o. Clarkson, Jr. 
Craighill, Rendleman & Clarkson 
Attorneys at Lav 

·914 American Building 
Charlotte, North Carolina 28202 
For: Lloyd Motor Express, Ltd·. 

For the Protestants: 

David H. Permar and 
T. D. Bunn 
Hatch, Little, Bunn, Jones & Pev 
Attorneys at Lav 
P. o. Box·S27, Raleigh, North'carolina 
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For: Overnite Transportation company, Thurston 
~otor Lines, Inc., Fredrickson Hotor 
Express Corporation, Burris Express, 
Inc., Old Dominion Freight Line 

For the commission staff: 

John R. Molm 
Associate commission Attorney 
North Carolina Utilities Commission 
P. O. Box 991, Raleigh, North Carolina 

RONEY, COftKISSIONER~ By app~ication filed with the North 
Carolina Utilities Commission on ~arch 30, 1973, the joint 
Applicants, Lloyd Motor Express, Ltd., P. o. Box 26622, 
Charlotte, North Carolina (hereinafter called "Lloyd"}, as 
Transferor, and Watkins-Carolina Express, Inc., P. o. Box 
10188, Federal Station, Greenville, South Carolina 29603 
(hereinafter called "Watkins-Carolina"), as Transferee, seek 
approval of the sale and transfer of Common Carrier 
Certi~icate No. C-138 from Lloyd to Watkins-Carolina. The 
authority sought to be transferred, as contained in said 
Certificate No. C-J3B, is as follows: 

11 Transportation of general comUlodities, except those 
requiring special equipment and except lea'f tobacco in 
hogsheads, sheets and baskets, over irregular routes from 
and to points and places on and within the territory 
bounded as follows: 

110n the east, from the North Carolina-Virginia State Line 
over U.S. Highway I to its intersection with U.S. Highway 
158, thence over U. S. Highway 158 to Warrenton, thence 
over N. C. Highway 58 to Wilson, thence over U.S. Highway 
301 to its intersection with a. s. Highway 117, thence 
over a. S. Highway 117 to Wilmington, thence~ over U. S. 
Highway 421 to Fort Fisher; and on the vest, from the 
North Carolina-Tennessee State Line over a. s. Highway 25 
to the North Carolina-south Carolina State Line." 

Public notice of the application for sale and transfer was 
given in the Commission's Calendar of Truck Hearings issued 
June 11, 1973, with the following note: 
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"If no protests aI:"e filed by 4:30 p.m., Monday, July 2, 
(973, the Commission vill decide the case on the record: 
and if protests are filed within the time specified, the 
Commission will. set the matter for hearing." 

Thereafter, on July 2, 1973, protests were filed on behalf 
of Fredrickson Motor Express Corporation, of Charlotte, 
North Carolina: Helms Motor Express (now Burris), of 
Albemarle, North carolina; Old Dominion Freight Line, of 
High Point, North Carolina; Overnite Transportation Company, 
of Richmond, Virginia; and Thurston Motor Lines, Inc., of 
Charlotte, North Carolina. 

Thereafter, notice of hearing in said docket vas given in 
Calendar of Truck Hearings issued July (3, 1973, setting the 
hearing for Wednesday, September 19, 1973, at 10:00 a.m. 

The hearing vas duly called on September 19, 1973, and all 
parties present stipulated that the commissioners not 
present could read the record and participate in the making 
of the decision on the application and that the Order to be 
entered would be an Order of the full Commission. 

Testimony vas offered at the hearing from the following 
witnesses: 

Bobby Johnson, Executive Vice-President of Watkins
Carolina Express, Inc., offered testimony as to his 
experience and the experience of Watkins-Carolina in 
interstate commerce in North Carolina and in interstate 
commerce in other States, as well as the fact that his 
Company operated in intrastate commerce in other states. He 
testified as to the equipment presently operated by Watkins
Carolina in the State of North Carolina and to the effect 
that his Company would use that same equipment in servicing 
the territory embraced by the intrastate certificate sought 
to be transferred in this docket. He further testified as 
to the facilities of his Company in Horth Carolina and to 
its familiarity with the regulatiQns in intrastate commerce 
and its duties and obligations in connection therewith. 

William A. Freeman, also of Watkins-Carolina, testified as 
to the financial condition of the Applicant, Watkins
Carolina, and presented Certain exhibits supporting the 
financial solvency of the Transferee. 

David Lloyd, President and sole stockholder of Lloyd Motor 
Express, Ltd., testified as to the operations of Lloyd, the 
terms of the agreement for sale and the extent of operations 
of Lloyd's certificate. 

Loy J. Foster, Traffic Manager of one of the Protestants, 
Fredrickson "otor Express Corporation, presented the only 
evidence for the Protestants in the form of severa1 
exhibits, vhich consisted of analyses of the abstract of 
shipments of Lloyd and of certain abstracts of shipments ~f 
Fredrickson Motor Express Corporation in the territory 
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involved, as well as certain representations of the scope of 
its O'{)erations. 

At the close of Mr. Foster's testimony, it vas stipulated 
by the Attorneys for the Protestants that the testimony of 
the other protestant witnesses would be similar to that of 
Mr. Foster; that the operation of Lloyd had been shown to be 
largei; than they had anticipated; and that they would not 
call them for testimony, but offered certain operating 
information by reference. 

Based upon the evidence adduced at the hearing, ~he 
commission makes the following 

FINDINGS OF PACT 

I• That the Applicant, Watkins-Carolina, Transferee, 
holds authority as an interstate motor common carrier doing 
business in North Carolina under a certificate of Public 
Convenience and Necessity issued by the Interstate commerce 
commission and presently operates within the scope of that 
authority in the State of North Caro_lina, vith certain 
equipment and terminals. 

2. That Watkins-Carolina is familiar with the 
requirements of the North Carolina Public Utilities Lav and 
vi th the Rules and R.egulations of the North Carolina 
UtilitieS Commission. 

3. That Watkins-Carolina is financially and otherwise, 
in all respects, fit, willing and able to provide service 
under the terms of the·certificate sought to be transferred 
in this docket in intrastate commerce in North Carolina. 

4. That the Applicant, Lloyd, the proposed Transferor, 
has held certificate No. C-138 and has operated the same in 
intrastate commerce in North Carolina. 

5. That on the (st day of March, 1973, Lloyd, as 
Transferor, and Watkins-Carolina, as Transferee, entered 
into an agreement fo~ the transfer of said Certificate No. 
c-J38. 

6. That Lloyd has held itself out to serve the public 
under its Common Carrier certificate No. C-138 since the 
issuance of said Certificate. 

7. That Lloyd has at all times maintained insurance for 
the ~rotec~ion of the publ_ic; has maintained listings of its 
service in certain trade journals; and has actively 
solicited and transported shipments of general commodities 
under the terms of its Ceitificate throughout the scope of 
its territory as described in said Certificate. 

8. That said franchise is not dormant; that it has been 
actively operated and, accordingly, transfer thereof is 
justified by the public convenience and necessity. 
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9. That the proposed transfer of operating authority is 
in the public interest. 

10. That the proposed transfer will not adversely affect 
the service of the public.under the said franchise, inasmuch 
as the evidence indicates and the Commission finds that the 
proposed Transferee is capable of rendering service equal to 
that of the proposed Transferor. 

11- That said transfer vill not unlawfully ~£feet the 
services to the public by any other public utility. 

12. That the proposed 
to perform service to 
franchise transfer. 

Ttansferee is fit, willing and able 
the public under the proposed 

13. That Lloyd has continuously offered serTice under its 
franchise to the public up until the filing of the 
application; that service has been rendered to points where 
service was requested; that said Applicant has never refused 
a shipment when called upon to make said shipment; that 
there are no grounds for cancellation of said Certificate 
for dormancy nor for denial of transfer thereof on grounds 
of dormancy. 

Whereupon. the Commission makes the following 

CONCL~SIONS 

The provisions of G. s. 62-111 (a)· to the effect that the 
Commission• s approval of t;he sale· and .transfer of motor 
carrier rights shall be given "if justified by the public 
convenience and necessity" were enacted in f963 by the 
General Assembly and have been observed by the Commission in 
cases involving transfer of motor carrier authority. 

From the evidence before the Commission. the Commission 
finds that Lloyd has been actively operating the authority 
it seeks to sell on a reasonable basis since a Certificate 
was issued to it; that it has held itself out to the public 
in all respects as being continuously able to provide 
service, including the maintenance of insurance. equipment 
and appropriate pu·blic telephone listings, as well as sales 
representatives and sales efforts throughout its entire 
territory; that said authority, as described in the 
Certificate, is not dormant, and its transfer would be in 
the public interest and would not adversely affect the 
service to the public und~r said franchise and would not 
unlawfully affect the service to the public by other public 
utilities. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

J. That the application for the sale and 
operating authority set forth in Common Carrier 
No. C-138 from Lloyd Hotor Express. Ltd., 
Carolina Express, Inc., is hereby approved. 

transfer of 
certificate 
to Watkins-
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2. That certificate should be issued to Watkins-Carolina 
Express, Inc., assigning the commodity description and 
territory description contained in Certificate No. C-138 as 
set forth in Exhibit B attached hereto and made a part 
hereof. 

3. That Watkins-Carolina shall file report vith the 
commission upon consummation of the purchase and acquisition 
of the authority as set forth in Certificate No. C-138, 
shall amend its tariff publications to shov service to said 
additional territory and shall ~e permitted to continue to 
operate under the Order of the commission heretofore issued 
in this cause granting tempora~y authority to operate under 
lease pending approval of said transfer until approval by 
the Interstate commerce commission of the transfer of the 
interstate authority as described in the agreement submitted 
herewith. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 4th day of October, 1973. 

DOCKET NO. T-1649 

EXHIBIT B 

NORTH CAROLINA UTILITIES COMMISSION 
Anne L. Olive, Deputy Clerk 

Watkins-Carolina Express, Inc. 
P. o. Box 10188, Federal station 
Greenville, south Carolina 

Irregular Route Common Carrier 
Authorit.I 

Transportation of ·gen7r~l commodi
ties, except those requiring special 
equipment and except leaf tobacco in 
hogsheads, sheets and baskets, over 
irregular routes from and to points 
and places on and within the 
territory bounded as follows: 

On the east, from the North Carolina
Virginia State line over U. S. 
Highway I to its intersection vith u. 
s. Highway 158, thence over u. s. 
Highway 158 to Warrenton, thence over 
N. c. Highway 58 to Wilson, thence 
over O. s. Highway 301 to its 
intersection with U.S. Bighvay I 17, 
thence over o. s. Highway 117 to 
Wilmington, thence over o.s. Highway 
421 to Fort Fisher; and on the vest, 
from the North Carolina-Tennessee 
state line over u.s. Highway ~5 to 
the North Carolina-South Carolina 
State line. 
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DOCKET NO. T-1330 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Home Transportation Company, Inc., 
(425 Franklin Road, s. E., 
Harietta, Georgia - Transportation 
of ~obile Homes Rithout Authority 

PERMANENT ORDER TO 
CEASE AND DESIST 
FROM TRANSPORTING 
MOBILE HOMES 

HEARD IN: Hearing Room of the Commission, Ruffin 
Building, One West Morgan Street, Raleigh, 
North Carolina, on January 12, 1973, at 
10:00 A. M. 

BEFORE: Donald D. coordes, Hearing Examiner 

APPEARANCES: 

For the Respondent: None 

For the Commission Staff: 

Maurice w. Horne 
Assistant Commission Attorney 
Nor~h Carolina Utilities Commission 
One west Morgan Street 
Raleigh, North Carolina 27602 

COORDES, EXAMINER: This cause arises from the Order of 
the Commission in this Docket dated November 9, 1972, to 
Home Transportation company, Inc., requiring it to 
temporarily cease and d_esist from the transportation of 
mobile homes in North' Carolina intrastate commerce and to 
appear before the Commission and show cause, if any it had, 
vhy the cease and desist order should not be made permanent; 
why it should not be subject to the penalties prescribed in 
North Carolina General Statute 62-325 and further vhy its 
operating authority under North Carolina Common Carrier 
Certificate No. -C-896 should not tre revoked pursuant to the 
provisions of North Carolina G. S. 62-112 for villful 
violation of the terms of its franchise and Rule R2-21 and 
other applicable rules and regulations of the commission. 

The Order to Cease and Desist and Shov Cause vas received 
by Home Transportation Company, Inc., through its Agent 
Hattie Bnckney as eVidenced by the Return Receipt indicating 
servic9 by certified Mail. 

On January 10, 1973, tvo days prior to the hearing, a 
letter explaining Respondent•s position was filed by Counsel 
for Respondent. Counsel stated in his letter that the 
transportation of mobile homes vas undertaken by Respondent 
through a mistaken belief by the manager of Respondent•s 
Mobile Home DiYision that an individual tariff issued in 
September of 1970 vas duly on file with the Commission. He 
indicated further that a change of personnel and 
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misplacement of the file caused -the nev general manager to 
overlook the fact that this tariff had been rejected and 
returned and that as soon as the Commission's Order in this 
Docket vas received Respondent immediately discontinued 
intrastate transportation of mobile homes in North Carolina_ .. 

This letter was accepted by the Examiner at the hearing, 
.in lieu of Respondent's or counsel's appearance, as a 
stipulation by counsel for Respondent that Respondent had, 
in fact, engaged in the unlawful transportation of mobile 
homes in violation· ·of its North Carolina Common Carrier 
certificate No. C-896, and that Respondent would not nov o+ 
in the future engage in such transportation under i~s 
present authority. 

Upon consideration of stipulation 
Respondent and the record in this proceediiig 
Hearing Examiner makes the· following: 

by Counsel for 
as a whole, the 

FINDINGS OF FACT 

(I) That the Respondent is the holder of North Carolina 
Common tarrier Certificate No. c-896 and is subject to the 
jurisdiction of this commission for the enforcement of the 
North Carolina Public Utilities Act. 

(2) 
.mobile 
first 
Public 

That Respondent has engaged in the transportation of 
homes in North Carolina intrastate commerce without 
having obtained from this commission a Certificate of 
Convenience authorizing such transportation. 

(3) That such unauthoi:'ized transportation vaS not willful 
in nature. 

CONCLUSIONS 

Rule R2-2I of the Commission•s Rules and Regulations 
provides that no carrier shall engage in transportation in 
intrastate commerce for compensation in North Carolina until 
and unless such carrier shall have applied to and ob.tained 
from the North Carolina Utilities Commission appropriate 
authority to so operate. Respondent did·, by admission 
engage in such unauthorized transporta.tion but did so 
through a mistaken belief that the movements were proper 
vhich was occasioned by a lack of communication_during a 
change of management· personnel in Respondent's Mobile Home 
Division. 

Upon the aforesaid findings and the applicable Rule, the 
Bearing -Examiner concludes· that Respondent has violated Rule 
R2-2 I of the commission• s Rules and Regulations, albeit 
inadvertently, and that Respondent should be permanently 
enjoined from such transportation under its preserit 
certificate by the issuance of a permanent order to Cease 
and Desist. 
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IT IS, THEREFORE, ORDERED AS FOLLOWS: 

{I) That Home Transportation Company, Inc., 1425 Franklin 
Road, s. E., Harietta, qeorgia, be, and the same is hereby, 
directed to permanently' cease and desist from the 
transportation of mobile homes in intrastate commerce in 
North Carolina under its present authority as set forth in 
Certificate No. C-896. 

(2) That this order remain in full force and effect until 
changed or canceled by further Order of· the Commission. 

(3) That a copy of this Order be served upon Respon~ent 
by certified Hail, Return Receipt Requested aDd that the 
Receipt, upon its return to the commission be made a 
permanent part of the Commission's official docket file in 
the Chief Clerk's office. 

(4) That 
be prima 
aespondent 
revocation 

any violation of this Order by Respondent will 
facie evidence of willfulness and subject 
to penalties prescribed in G.S. 62-325 and 

of certificate pursuant to G. s. 62-112-

BY ORDER OF THE COMMISSION. 

This the 9th day of February, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine H. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. T-f622, SUB 2 

BEFORE THE NORTH CAROLINA UTILITIES COHHISSION 

In the Hatter of 
Eastern Kobile Homes, Inc., 
P. o. Box 372, Garner, 
North Carolina - Pledge of Common 
carrier c.ertificat~ No. c..:.1021 

ORDER REGISTERING 
PLEDGE OF COMMON 
CARRIER CERTIFICATE 

BY THE COMMISSION: Upon consideration of the filing of a 
certain Agreement dated June 14, 1973, and between Eastern 
Mobile Homes, Inc., a North Carolina .corporation, first 
party and J. L. Williams of Rake County, North Carolina, 

·second party, a·nd 

IT APPEARING, That first party has executed to second 
party a Promissory Note in the amount of Two Thousand 
Dollars ($2,000) and in Connection therewith first party has 
pledged to second party the operating rights contained in 
Common carrier certificate No. c-1021 as security for 
payment of said note; 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 
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( I) That the pledge of common Carrier Certificate No. c-
1021 shall be registered in accordatice vith G. s. 25-9-
302(5), and that the following notation shall be made upon 
Exhibit B attached to Common carrier Certificate No. c-1021 
in the book of common carrier certificates in the office of 
the Commission: 

First Lien: $2 'ooo 
(Amount) 

Pledge 
(Kind) 

.June )Q, j973 
(Date) 

.J. L. Williams 
(Lien holder) 

602 Grovemont Road 
Raleigh, North Carolina 

(Address of Lienholder) 

Katherine H. Peele 7-26-_07~3'-----
(Signature of commission's Chief clerk) 

----------------------------------------------------
First Lien Released ________ =....,.----,--~----

(Date) 

(Lien holder) 

(Signature of Commission's Chief Clerk) 

(2) That nothing in this' order 
establishing in J. L. Williams the 
c 0rtificate described herein to any 
person shall have obtained approval 
certificate under G. S. 62-111-

shall be construed as 
right to sell the 

person unless that 
to acquire said 

(3) That i(llmediately upon final payment of the amount due 
.J. L. ijilliams, Eastern Mobile Homes, Inc., shall secure and 
forward to this commission a receipt or conformed copy 
thereof, whereupon the Commission's Chief Clerk shall 
certify on the above described notation that the first lien 
has been released; and 

(4) That nothing herein shall be construed to imply any 
guarantee or obligation as to the payment of said note on 
the part of the State of North Carolina. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 26th day of July, 1973. 

(SEAL) 

NORTH CAROLINA UTILTTIES COHHISSION 
Katherine~- Peele, Chief Clerk 
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DOCKET NO. T-(615, SUB 2 

BEFOFE THE ~ORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of C. D. Elks, d/b/a 
C. D. Elks Truck Lin?., Route I, 
Box 638, Chocowinity, North Carolina -
Application for Approval of Issuance 
of Note and to Execute a Chattel 
Mortgage on Certificate No. C-137. 

ORDEF APPROVING 
ISSUANCE 
OF NOTE AND 
CHATTEL MORTGAGE 

This cause comes before the Commission upon an application 
of C. D. Elks, d/b/a C. D. Elks Truck Line, Route I, Box 
638, Chocowinity, North Carolina, filed under date of aarch 
19, 1973, through its Counsel, LeRoy Scott, Washington, 
North Carolina, wherein authority of the Commission is 
sought ·as follows: 

I. To borrow $J 1,106.72 froA the First-citizens Bank & 
Trust company of Washington, N. c., and to evidence 
such indebtedness by the issuance of his 9.96~ note; 
and 

2. To execute and deliver to the First-Citizens Bank & 
Trost Co~pany a chattel Mortgage on Common carrier 
certificate No. C-137 to secure payment of the loan. 

Petitioner is a common carrier operating in intrastate 
co~merce in this State under those operating rights 
~escribe~ in Exhibit B to Common carrier certificate No. c-
137 issued in Docket No. T-1615 and Docket No. T-1615, Sub I 
and operatirig in interstate commerce under authority granted 
by the Interstate Commerce Commission in ICC MC-32O83. 

Petitioner represents that he has made arrangements to 
borrow from the First-Citizens Bank & Trust Company of 
Washington, North Carolina, the sum of 1f f,JO6.72 with 
interest from date at 9.96%, which shall be payable to said 
bank in twenty-four (24) installments of $462.79 eachi that 
said bank has agreed to take a lieri on the above described 
Certificate No. C-137 to secure said loan. 

Petitioner 
loan vill be 
purchase of 
business. 

further represents that the proceeds from 
applied to repairing his vehicles and to 

an additional truck which is needed in 

tie 
the 
his 

Petitioner further reptesents that in the event he should 
default on the payment of the said loan, that the said bank 
may sell CP.rtificate No. C-f37 for cash, apply the proceeds 
to extinguishing the debt and interest and the balance, if 
any, to c. D. Elks. 

From a review and study of the application, its supporting 
data and other information in the Cofflmission•s files, the 
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Commission is of the opinion ~nd so finds that the 
transaction proposed herein is: 

a. For some lawful object within the corporate purposes 
of the public utility, 

b. Compatible with the public i_nterest, 

c. Necessary or ap{lropriate for or consistent vith the 
proper performance by such utility of its service to 
the public and will not impair its ability to perforA 
that service, and 

d. Reasonably necessary and appropriate for such 
purpose. 

THEREFORE: 

IT IS ORDERED, That C. D. Elks, d/b/a C. D. Elks Truck 
Line be, and is hereby, authorized, empowered and permitted 
under the terms and conditions set forth in the application: 

I• To borrow $11,106.72 from the First-Citizens Bank & 
Trust Company of ~ashington, North CarOlina and to 
evidence sucQ indebte~ness by the issuance of his 
9.96% Note; and 

2. To execute and deliver to the First-Citizens Bank & 
Trust Company a Chattel Mortgage on Common Carrier 
Certificate No. C-137 to secure payment of the loan. 

IT IS FURTHER 
from the loan shall 
the application. 

ORDERED, That the proceeds to be derived 
be devoted to the purposes set forth in 

IT IS FURTHER ORDERED, That the Petitioner's stipulation 
to "transfer and convey to First citizens Bank & Trust 
Company Certificate No. C-137 ••• 11 be, and hereby is, and 
shall be, construed as meaning merely the "transfer" and 
11 conveyance11 of the Petitioner's copy of said Certificate to 
said bank inCidental to the 11 pledge11 of said Cectificate 
under G.S. 62-111 (a); by which said bank shall acquire under 
the Chattel Mortgage of said certificate, but said 
11 transfec 11 and 11 conveyance11 as used in said Chattel Mortgage 
and in this paragraph does .not and shall not constitute a 
G. s. 62-111 (a) conveyance or transfer of the certificate or 
the operating rights held ·pursuant to said certificate. 

IT IS FURTHER OFDERED, That nothing in this order shall be 
construed as establishing in said bank the right to sell the 
cectificiite herein to any .person unless that. person shall 
have obtained approval to acquire said certificate under 
G.S. 62-111• 

IT IS FURTHER ORDERED, That said Chattel Hortgage shall be 
registered in accordance with G. S. 25-9-302 (5), and that 
the following notation shall be made upon Exhibit B attached 
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to common Carrier certifica•te No. C-137 in the files of the 
commission: 

First Lien: $11,106.72 
(~mount) 

Chattel Mtg. 
(Kind) (Date) 

First Citizens National Bank & Trust Company 
(Lienh.older) 

~ashington North Carolina 
(Address of Lienholder) 

(Signature of Commission's Chief Clerk) 

--------------------------------------------------
First Lien Released, __________________ _ 

(Date) 

(Lien holder} 

(Signature of commission's Chief clerk) 

I'l' IS FUR,-HER ORDERED, Th·at immediately upon final payment 
of the amount due First-Citizens Bank & Trust company, c. D. 
~lks shall secure and forward to this Commission a receipt 
or conformed copy thereof, whereup9n the Commission's Chief 
Clerk shall certify on the above described notation that the 
first lien has been released. 

IT IS FURTHER 
construed to imply 
payment of sai~ 
Carolina. 

ORDERED, That nothing herein 
any guarantee or obligation as 
note on the part of the State 

shall be 
to the 

of North 

ISSUED BY OPDER OF THE COMMISSION. 

This the 28th day of March, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
~atherine M. Peele, Chief Clerk 
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DOCKET NO. R-22, SUB 3 

BEFORE THE NORTH CAROLINA UTILITIES C08MISSION 

In the Hatter of 
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Application for Change of Control of ) ORDER APPROVING 
Graham County Railroad Compani and Bear ) CHANGE OF CON-
creek Junction, Inc., from Existing owners) TROL AND GRANT
and Stockholders to Thomas R. Ebright and ) ING CERTIFICATE 
Associates, and for Certificate of Public ) OF PUBLIC CON-
Convenience and Necessity ) VENIENCE AND• 

) NECESSITY 

HEARD: Commission Hearing Room, one west Horgan street, 
Raleigh, North Carolina, on Hay 25, 1973. 

BEFORE: Chairman Harvin R. Wooten, Commissioners John W. 
McDevitt and Ben E. Roney 

APPEARANCES: 

For the Applicants: 

Hurray c. Greason, Esq. and 
John L. w. Garrou, Esq. 
Womble, Carlyle, Sandridge & Rice 
Attorneys at Law 
p. o. Box 84, Winston-Salem, North Carolina 27102 

For the Commission: 

Maurice w. Horne, Esq. 
Assistant commission Attorney 
North Carolina Utilities Commission 
Ruffin Building 
Raleigh, North Carolina 

BY THE COl!!HSSION: On April 24, 1973, the joint 
applicants Bear creek Junction, Inc., (hereinafter 11 Bear 
creeku) and Graham county Railroad company (hereinafter 
"Graham RR") transferors, and Thomas R. Ebright and other 
members of an investment group, transferees, filed 
ap~lication for approval of change of control from existing 
owners and stockholders of Bear Creek and Graham RR, to Mr. 
Ebright and other members of an investment group and for 
issuance of a Certificate of Public Convenience and 
Necessity to the transferees. 

The Commission by order of 
application for public hearing 
applicants to publish the Notice 
Commission's Order. 

May 2, 1973 set the joint 
and required the joint 

of Hearing attached to the 

This matter vas called for hearing at the time and place 
specified in the Commission•s Order of May 2, 1973. 
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Notice of Application was published in accordance with the 
Commission's Order in the Graham~, a newspaper having 
general circulation in the area affected by the Application. 

At the commencement of the hearing counsel for the joint 
applicants and Commission counsel stipulated that: (I) The 
joint applicants would comply with whatever minimum safety 
requirements might be established by the Commission to 
correct certain existing conditions relating to safety of 
the track and to comply with the Federal Railroad 
Administration•s Track Safety Standards, (2) That the joint 
applicants vere willing to receive approval, if the 
commission so desired, of the change of control and issuance 
of the Certificate of Public Convenience and Necessity and 
operate on an interim basis until such time as the minimum 
requirements for safety standards are met, and (3) Should 
any complaint arise in connection vith smokestack emissions 
vith respect to the shay Locomotive which the transferees 
propose to use in connection with the scenic railroad 
corporation, Bear Creek, the joint applicants would be 
willing to comply vith North Carolina law, except that the 
joint applicants reserved the right to review the 
applicability of Chapter I 13A-9 in such event. 

Testimony vas presented on behalf of the joint applicants 
by John Veach, Jr., President of the existing Bear Creek and 
Graham RR corporations; Thomas Hobert Ebright who testified 
on behalf of himself and other members of the investment 
group which proposes to consummate the change of ownership 
through stock transfers; Ralph Ranger, locomotive expert; 
James Smith Howell, Vice President and Executive Officer of 
the Robbinsville Branch of iachovia Bank, and Arthur Davis, 
Traffic Manager of Burlington House Furniture, a division of 
Burlington Industries. The Commission Staff offered the 
testimony of Donald D. Coordes, Assistant Director of 
Traffic, who testified in connection vith his inspection of 
the conditions of the track in a portion of the area in 
question and the report filed by him which was introduced 
into evidence. Adaitionally, Mr. Bruce Strickland, 
Financial Consultant, Office of Industrial and Tourist 
Resources of the North Carolina Department of Natural and 
Economics Resources presented a statement on behalf of that 
agency with respect to the application. 

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

FINDINGS OF PACT 

1- Graham County Railroad Company is a corporation 
created, organized and existing under the laws of the State 
of North Carolina and has operated as a public utility 
railroad company providing freight service for a distance of 
approximately 12 miles between Robbinsville, Graham County, 
North Carolina, and Topton, North Caro_lina, a junction point 
vith the Southern Railway Company in Cherokee county. 
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2. Bear Creek Junction, Inc., is a corporation created, 
organized and existing under the lavs of the State of North 
Carolina and has operated an approximate three-mile 
passenger excursion trip as a tourist attraction and scenic 
railroad utilizing certain property adjacent to the track of 
the Graham RR at Bear Creek station from said Bear Creek 
junction property to the Nantahala Gorge Lookout on the 
Graham County Railroad tracks. B:t Order of June 23, f 966 in 
Docket No. R-70, the Commission at that time held that no 
Certificate of Public Convenience an.d Necessity would be 
required for the Bear Creek scenic railroad operations vbich 
were operated by a separate corporation from Graham RR. 

3. That because of deficits and unprofitable operations 
both Bear Creek Junction, Inc., and Graham County Railroad 
Company ceased operations in late !970 and Graham RR 
obtained authorization from the Interstate Commerce 
Commission to abandon its rail freight operations September 
16, 1970 in Finance Docket No. 26237, however, no 
application has been made to, or approved by, this 
Commission for abandonment of said operations. 

q. Both 
insolvent, 
reflected 
record. 

Graham RR and 
having liabilities 

on the Pro Forma 

Bear Creek are presently 
in excess df assets as 

Financial Statements in this 

5. The assets, including trackage and rolling stock of 
Bear Creek and Graham RR have fallen into disrepair because 
of nonuse and lack of maintenance and extensive expenditures 
will be necessary to bring the condition of said assets up 
to acceptable standards for safe and efficient operations. 
The transferees have entered into a proposed Lease-Purchase 
Agreement with the other joint applicants. The owners of 
virtually all of the shares of Graham RR have agreed to 
surrender · their shares to the Trustee, the Herchants 
National Bank of no.bile, for the purpose of transferring 
said shares to the purchasers. The Trustee, being the sole 
shareholder of Bear Creek has agreed to collect the shares 
of Graham RR for the purpose of transferring said shares 
along with the assets a~sociated with the operation of the 
Graham RR. The transferees have obligated themselves to 
institute and maintain freight service over the Graham 
County Railroad Company line within one year of the date o.f 
the sale of the Bear Creek Junction shares and assets and 
the lease of the Graham County Railroad Company assets and 
real property. The transferees vill institute and maintain 
such freight service of the Graham RR and will operate both 
the Graham RR and Bear Creek scenic operations conjunctively 
as a single operation, -with motive power, labor and other 
facilities being interchang~able to the greatest extent 
feasible·. 

6. Public Convenience and Necessity requires. or will 
require, restoration of freight service over the Graham RR 
line and such service will benefit the citizens of Graham 
county in that it will enable the products produced in 
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Graham County to reach markets more readily and with greater 
economic efficiency and will be an aid in attracting 
industry to Graham County and othervise be beneficial to the 
economy of Graham County. The Lee's Carpet Plant in 
Robbinsville which was built and designed for rail service 
has been reactivated by Burlington House Furniture, a 
Division of Burlington Industries, Inc., and it is apparent 
that this factor alone will cause the proposed operation by 
the transferees to realize approximately $60,000 to $65,000 
in gross annual revenues. Additionally, the lumber 
operations of Bemis Hardwoods Division of Whitewater, Inc., 
located in the area in question have been recently reopened. 
The operations of Bear creek as a scenic railroad and its 
potential as a unigue tourist attraction will be beneficial 
to the economy of Graham County. 

7. The total consideration paid by the transferees as 
purchasers of Graham RR and Bear creek is $270,000 and the 
various items of rolling stock, trackage and real property 
included in said purchase price are described in this 
record. 

8. Hr. Thomas Robert Ebright, Hr. H. L. Clark, III, Dr. 
Albert Paltz, Hr. Louis Ulleian and Mr. Charles Fletcher are 
the principals in the investment group vho are the 
transferees in this proceeding. While there aLe other 
persons involved, these persons will own controlling 
interest in the outstanding stock of Graham RR and Bear 
Creek. Mr. Ebright will have primary responsibility for 
operations and is in the process .of moving to North Carolina 
to establish a permanent residence in North Carolina for 
such purpose. The educational background and business 
experience of Mr. Ebright, the details of which are of 
record in this proceeding, clearly indicate that he 
possesses more ·than adequate capability to assist the 
transferees in the operation of Graham RR and Bear Creek on 
a continu-ing basis. The financial data attached to the 
application and the financial information of record clearly 
indicates sufficient assets to afford the transferees a 
reasonably sound financial basis for the proposed freight 
and scenic rail operations. Accordingly, the Commission 
finds that the transfe.rees are fit, willing and able to 
provide adequate and efficient rail fre_ight and scenic rail 
passenger service. 

9. Existing conditions of safety .associated vith the 
trackage in the area which is the subject of this proceeding 
are substantially inadequate and in many respects .unsafe. 
The transferees have stipulated to certain minimum 
requirements in connection vith track sections; section A 
(Bear Creek to Nantahala Gorge); (the scenic rail passenger 
portion) , Section B ·(Nantahala Gorge to Topton Junction) , 
and Section C (Robbinsville to Bear Creek) which are set 
forth in the joint applicants' Exhibit "1 11 and set forth in 
Appendix "A" attached hereto, and further that the 
transferees will comply with the requirements of the Federal 
Railroad Administration. The Commission finds that 

• 
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compliance with such requirements is necessary and essential 
prior to the commencement of the freight and scenic railroad 
operations. 

Based upon the foregoing Findings of Fact, the Commission 
makes the following 

CONCLUSIONS 

The Commission concludes that the proposed change of 
control both with respect to Graham RR rail freight 
operations and the Bear Creek scenic rail operations is 
justified by public convenience and necessity. The 
CommiSsion further concludes that inasmuch as the freight 
and scenic rail operations will be operated with motive 
power and labor and other facilities interchangeable between 
Graham RR and Bear Creek, a Certificate of Public 
Convenience and Necessity should be issued to the 
transferees with respect to both the freight and scenic rail 
operations. 

The transferees, through· the assistance of Mr. Ebright, 
who will have ~ubstantial responsibility for the operation 
and maintenance of both the freight and scenic rail 
operations are fit, willing and able to provide adequate and 
efficient rail freight and scenic passenger service on a 
continuing basis. 

The Commission further concludes that compliance with the 
minimum requirements set forth herein pertaining to the 
safety of the track to be utilized in both the freight and 
scenic rail operations must be met prior to the commencement 
of either of such operations and accordingly is of the 
opinion that the transferees should be required to file a 
written verified statement regarding compliance with such 
minimu·m requirements as well as a written report by the 
Federal Railroad Administration indicating compliance with 
the requirements of that agency. 

IT IS, THEREFORE, ORDERED: 

(. That the change of control, and the manner and form 
thereof, of Bear creek Junction, Inc., and Graham County 
Railroad Company as proposed and set forth in the 
application be, and the same hereby is, approved. 

2. That a Certificate of Public C9nvenience and 
necessity be, and the same hereby is, issued to both Gtaham 
County Railroad company, and Bear Creek Junction, Inc. 

3. That this Order shall constitute said Certificate of 
Public Convenience ana Necessity. 

4. That compliance both with the minimum requirements 
contained in Appenaix "A" attached hereto and the minimum 
requirements set forth by the Federal Railroaa 
Administration (Track Safety standards originally publishea 
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in the Federal Register, October 
be met by the transferees prior 
either the rail freight or scenic 

20, 1971 as amended) shall 
to the commencement of 

rail passenger operations. 

5. That the transferees shall not commence either the 
scenic rail passenger service or the rail freight service 
until there has been filed with the Commission a written 
verified statement (a) indicating that compliance with the 
minimum requirements attached hereto as Appendix 11 A11 have 
been met and (b) the minimum requirements of the Federal 
Railroad Administration have been met. In the event the 
transferees shall meet such requirements earlier with 
respect to either the freight or rail scenic passenger 
operations, the transferees may commence operations on that 
portion of the operation for which the minimum requirements 
have been met and the required vritten statements have been 
filed with the Commission. 

6. That the transferees shall not begin operation of any 
locomotive in either the scenic rail passenger service or 
the rail freight service until written approval of said 
locomotives by the Federal Railroad Administration has been 
filed with the Commission. 

7. That the transferees prior to commencement of 
operations shall file rates and tariffs setting forth rates 
and charges to cover the proposed rail freight and rail 
scenic operations. 

ISSUED BY ORDER OF THE COMMISSION. 

This 6th day of Juner 1973. 

(SUL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peeler Chief Clerk 

APPENDIX "A 11 

DOCKET NO. R-22r SUB 3 
GRAHAM COUNTY RAILROAD COMPANY AND BEAR CREEK JUNCTION, INC. 

MINIMUM REQ!!!REHENTS FOR WHICH COMPLIANCE IS NECESSARY 
PRIOR !Q COMHENCEHENT OF OPERATIONS. 

1. Section A (Bear Creek to Nantahala Gorge) 

Length: Two miles 

Requirements: 

I) Ditch both sides of ROW to restore drainage 
2) Install t,500 Relay Ties and Plates 
3) Repair all Joints 
4) Line & Surface All Rail 
5) Re-Ballast ROW 
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2. Section B (Nantahala Gorge to Topton Junction) 

Length: One mile 

Requirements: 

I) Ditch both sideS of ROW .to restore drainage 
2) Install 1,500 Relay Ties & Plates 
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3) Install Replacement 80# Rail over Entire Section 
4) Line & surface All Rail 
5) Re-Ballast ROW 

3. Section c (Robbinsville to Bear creek) 

Length: Nine miles 

Requirements: 

I) Ditch both sides of ROW to restore drainage 
2) Re-Bottom Pour Sections of Track covering 

1/2 miles 
3) Install 7,000. Relay Ties & Plates 
4) Install Replacement 60# Rail Where N.ecessary 
5) Repair all joints 
6) Line & Sur.face All Rail 
7) Re-Ballast ROW 

DOCKET NO. R-71, SUB 20 

8 EFORE THE NORTH CAROL-INA UTILITIES COflf'IIISSION 

In the Hatter of 
seaboard coast Line Railroad Company -
Application For Authority to Eliminate One of 
Two Mobile Agents Now Operating· Under the 
Mobile Agency Concept in the Wilson, North 
Carolina, Area 

) 
) ORDER 
) APPROVING 
) APPLICATION 
) 

HEARD IN: 

BEFORE: 

APPEARANCES: 

District Courtroom, Wilson County Courthouse, 
Wilson, North Carolina, on June 6, 1973, at 
(0:00 A.H. 

Commissioners Hugh A. Wells (Presiding), John 
ff. McDevitt and Ben E. Roney 

'For the Applicant: 

Charles M. Rosenb~rger 
Assistant General Attorney 
seaboard Coast Line Railroad company 
3600 west Broad Street 
Richmond, Virginia 23230 
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William R. Rand 
Lucas, Rand, Rose, Meyers, Jones & Orcutt 
Attorneys at Lav 
P. o. Box 2008, Wilson, North Carolina 27893 

For the Commission Staff: 

Maurice w. Horne 
Assistant Commission Attorney 
Ruffin Building 
One West Morgan Street 
Raleigh, North Carolina 27602 

No Protestants 

BY THE COMMISSION: On April 24, 1973, Seaboard Coast Line 
Railro~d Company (Applicant) -filed vith the Commission an 
application seeking authority to eliminate one of the tvo 
mobile agents presently operating under the mobile agency 
concept from the base station at Wilson, North Carolina. 
The Commission being of the opinion that the interest of the 
public was involved, assigned the matter for hearing on June 
6, 1973, by its Order in this Docket ·dated May 4, 1973. By 
the same Order, Applicant was required to give notice to the 
public of the time, place and purpose of the hearing by 
having an appropriate notice thereof published in newspapers 
having general circulation ·in the area served by the Wilson 
Mobile Agency Concept approximately ten (10) days prior to 
June 6, 1973. 

The· commission did not receive any protests as a result of 
the reguired notice being publi.shed. 

Hearing in this matter was held at the captioned time and 
place with Applicant being present and represented by 
counsel. There were no protestants. The Applicant 
presented the testimony of Mr. J. H. Illgoldsby, 
Superintendent Station Operations; Mr. Marvin Webb, Kaiser 
Agric. Chemical; Mr. Ted Bissett, P. D. Bissett & Sons, and 
Honorable Gilbert Hhitley, Mayor, Town of Kenly. 

Applicant offere.d Affidavit of Publication by Spring Hope 
Enterprise, Spring Hope, North Carolina; 1M Wilson Dail~ 
~, Wilson, North ,Carolina; Evening §. Sunday Telegram, 
Rocky Mount, North Carolina, and 1,h_g Nashville Q!:_aphic, 
Nashville, North Carolina. 

Hr. Ingoldsby testified and presented exhibits as to the 
mobile agency concept's applicability and to the proposed 
area of service and to the technical details of the mobile 
agency concep~. He further testified that while his company 
offered service from the base station at Wilson thirteen 
(13) hours per day, 7:00 A.H. to 8:00 P.H., six days per 
week, the base station at Wilson vas open twenty-four (24) 
hours per day and that its patrons herein involved could 
actually call in and receive service therefrom if they 
desired; that the mobile agent vould normally work eight 
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hours per day, excluding his lunch hour, but would be 
subject to call and work during the thirteen (13) hours per 
day, 7:00 A.M. to 8:00 P.M., if the need arose, six days per 
veek; that toll-free telephone service, the Telex tracing 
service and the operation at the base station vill remain 
the same, and that public need and demand does not require· 
more than one mobile agent to perform the services demanded 
in the Wilson Mobile Agency concept. 

and Ted Bissett and 
of the proposed 
provide the level 

The testimony of Messrs. Marvin Webb 
Honorable Gilbert Whitley was in support 
action of Applicant if it vill: continue to 
of service it is nov providing. 

All testimony and exhibits of all witnesses is a matter of 
record in this proceeding. 

Havirig considered all evidence presented and the record as 
a whole, the Commission makes the following: 

FINDINGS OF FACT 

(I) That the Applicant, Seaboard Coast Line Railroad 
Company, is a corporation authorized to do business in the 
State of North Carolina as a franchised common carrier by 
rail; that with regard to its intrastate operations, 
Applicant is subject to the jurisdiction of and regulation 
by the North Carolina Utilities Commission, and that 
Applicant has properly filed its application with this 
Commission in this matter, over which this Commission has 
appropriate jurisdiction. 

(2) That Applicant is hereby requesting authority to 
eliminate one of the two mobile agents presently operating 
under" the mobile agency concept from the base station at 
Wilson, North Carolina. 

(3) That Applicant will continue to provide the same 
level of service with the one mobile agent that it is 
presently providing vith the tvo mobile agents currently 
operating under the Mobile ~gency Concept from the base 
station .at Wilson, North Carolina. 

(q) That the 
through the base 
day - 7:00 A.M. 

mobile 
station 
to 8:00 

agency concept will offer service 
at Wilson thirteen (13) hours per 
P.H., six days per week. 

CONCLUSIONS 

The Commission concludes that Seaboard Coast Line Railroad 
Company is engaged in the operation of a privately-owned 
business; that by virtue of the nature of the service it 
undertakes to render, certain exceptional duties are imposed 
upon it by common law and by statute; that this Commission 
is authorized by statute to regulate its ·rates, service to 
the public, and the safety of its equipment and operating 
practices; and that in other respects, the company has the 
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same freedom as does any other corporation in the management 
of its properties and in the employment and assignment of 
the duties of its employees. (See Utilities Commission .!• 
.!!.,_.!!.,_ 268 N.C. 242). 

We conclude that it is the policy of the State of North 
Carolina, 11 to provide fair regulation of public utilities in 
the interest of the public,. • to promote adequate, 
econoAical and efficient utility services ••• and to these 
en~s, to vest authority in the Utilities Commission to 
regulate public utilities generally and their rates, 
services and operations, in the manner and in accordance 
vith the policies set forth in this chapter", (G.S. 62-2); 
and that this Commission has no authority to regulate or 
impose duties upon a railroad company except insofar as that 

·authority has been conferred by Chapter 62 of the General 
Statutes, liberally construed to effectuate the policy of 
the State contained therein. 

Every railroad 
adequate, efficient 
G.S. 62-131 (b). 

is mandatorily required 
and reasonable service in 

to furnish 
accord with 

The commission further concludes that approval of the 
elimination of one of the mobile agents of the "Hobile 
Agency concept" as· applied for should be granted, subject to 
the supervision of this Commission, but Applicant shall 
continue to provide the same level of service with the one 
mobile agent it is presently providing with the two mobile 
agents under this "Mobile Agency Concept" from the base 
station at iilson. If at least this level of service is not 
maintained, the Commission will take such corrective action 
as the circumstances may warrant. 

IT IS, THEREFORE, ORDEBED AS FOLLOWS: 

(I) That the Applicant be, and it is hereby, granted 
authority to eliminate one of the two mobile agents 
presently operating under the 11 Hobile Agency Concept" fro111 
the base station- at Wilson, North Carolina, effective within 
thirty (30) days after the effective date of this Order. 

(2) That 
accord with 
shall be 
investigation 

said "Mobile Agency" operation shall 
Applicant's proposal and as above described 

subject to supervision, inspection 
by the •Commission and its staff. 

BY ORDER OF THE COMMISSION. 

This the 12th day of June, 1973. 

be in 
and 
and 

NORTH CAROLINA UTILITIES COHHTSSION 
Katherine~. Peele, Chief Clerk 

(SEAL) 
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DOCKET NO. R-7(, SUB 30 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Application of Seaboard Coast Line Railroad ) 

503 

Company For Authority to Implement lhe Mobile ) RECOMMENDED 
Agency Concept in the Fayetteville, North ) ORDER 
Carolina, Area, on A Permanent Basis and to ) APPROVING 
Close or Otherwise Alter the Station Buildings) APPLICATION 
at Dunn, Benson and Four Oaks, North Carolina ) 

HEARD IN: 

BEFORE: 

APPEARANCES: 

Courtroom, Municipal Building, Dunn, North 
Carolina, on March B, )973 at 9:30 A.M. 

Chairman Harvin R. Wooten, Hearing commissioner 

For the Applicant: 

Charles Rose, Jr. 
Rose, Thorp & Rand 
Attorneys at law 
P. o. Box ( 239 
Fayettevi.lle, !.iorth· Carolina 28302 

Charles M. Rosenberger 
Assistant General Attorney 
Law Department 
seaboard Coast Line Railroad company 
3600 West Broad Street 
Richmond, Virginia 23230 

For the commission's Staff: 

William E. Anderson 
Assistant Commission Attorner 
RU.ffin Building 
One West Horgan Street 
Raleigh, North Carolina 27602 

No Protestants 

WOOTEN, HEARING CbMMISSIONER: On October 27, 1972, 
Seaboard Coast Line Railroad· company (Applicant) filed with 
the commission an application seeking authority to implement 
a Mobile Agency Concept in the Fayetteville, North Carolina, 
are·a, on 'a permanent basis, and to close, dismantle, lease, 
occupy or otherwise alter as good management dictates the 
physical station buildings at Dunn, Benson and Four Oaks, 
North Carolina. The Commission, being of the opinion that 
the interest of the public vas involved", assigned the matter 
for hearing on January II, 1973, by its Order in this Docket 
dated November 6, )972, subsequently to February 15, 1973, 
thence to March 8, 1973; by Orders dated January 12, 1973, 
and January 25, (973, respectively. The first continuance 
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of the bearing vas doe to adverse weather conditions, and 
the second continuance vas at the request of counsel for 
Applicant. By the Order dated NoveIDber 6, 1972, Applicant 
vas required to give notice to the public of the time, place 
and purpose of the hearing by having an appropriate notice 
thereof published in newspapers having general circulation 
in the area in which it proposed to provide mobile agency 
service fifteen (15) days prior to date of hearing. 

The required 
Cof!lmission did 
proposal. 

notice of publication vas 
not receive any protest to 

made and the 
Applicant's 

Hearing in the matter was held at the captioned time and 
place with Applicant being present and represented by 
counsel. No protestants appeared at the hearing in 
opposition to Applicant's proposal. The Applicant presented 
the testimony of ritr. J: H. Ingoldsby, superintendent Station 
Operations, and several shipper witnesses, to wit: Hr. Earl 
c. Page, Jr., Puriie Brothers Wholesale, Dunn; Ms. Mary Tart 
Fowler, Tart & Tart, Inc., Wade; Mr. Rodney Barwick, Barwick 
Farm Supplies, Roseboro; Mr. Curtis Adams, Royster Company 
Warehouse, Roseboro; Mr. Gordon Love, formerly with Hanes 
Pulpwood Yard, Fayetteville; and Hr. Robert Faison Butler, 
Roseboro Barne clay Products Company, Roseboro. Also 
Honorable William P. Elmore, Mayor, City of Dunn; Dunn, 
North Carolina, offered testi~ony. 

Applicant offered Affidavit of Publication by~ Benson 
Reviev, Benson, North Carolina; The Smithfield li~, 
Smithfield, North Carolina; and the Dunn Dispatch, Dunn, 
North Carolina, which reflected publication was made with 
respect to the hearing in this matter which was held on 
March 8, 1973, also. 

Mr. J. ~- Ingoldsby offered testimony as to t~e Mobile 
Agency Concep.t generally with regard to its applicability to 
the proposed area of service and to his company's experience 
with the Mobile Agency Concept in this State and other 
states. Hr. Ingoldsby further testified that the base 
station, Fayetteville, vo~ld be open thirteen (13) hours per 
day, six days per week, with the customers served by the 
mobile agent being able to call Fayetteville, the base 
station, toll-free by telephone; that the agents involved in 
the Mobile Agency Concept prepare approximately 1,500 
vaybills per year; that the Mobile Agent will be required to 
drive app~oximately 80 miles per day; that the agent will 
have ample time to handle the necessary documents and afford 
the public in the affected territory the agency services it 
requires, and that the station buildings at Dunn, Benson and 
Four Oaks will be abandoned and completely dismantled and 
removed from his company's line. 

Each of the shipper witnesses offered testimony in support 
of the application. 
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Honorable William P. Elmore, Hayor, City of Dunn, Dunn, 
North Carolina, appeared as Mayor and on behalf of the Dunn 
City council in support of Applicant's proposal. He further 
stated that. nve would welcome the removal or 
improvement of the building at the present depo·t, and also, 
the removal of the buildings between Cumberland Street and 
Di vine street known to us as the Fertilizer Warehouses." 

The entire testimony of all of the witnesses is a matter 
of record in this proceeding. 

Having 
record as 
following: 

considered 
a whole, 

all 
the 

of the evidence presented and the 
Hearing Commissioner makes the 

FINDINGS OF FACT 

(I) That the Applicant, Seaboard Coast Line Railroad 
Company, is a corporation authorized to do business in North 
Carolina as a franchised common carrier by rail, engaged in 
both interstate and· intrastate commerce; that with regard to 
its intrastate operations, Applicant is subject to the 
jurisdiction of and regulation by the North Carolina 
Utilities Commission, and that Applicant has properly filed 
its application with this Commission concerning this matter, 
over which this Commission has jurisdiction. 

(2) That Applicant is hereby requesting permanent 
authority to implement a mobile agency service in the 
Fayetteville, North Carolina, area, to operate from a base 
station at Fayetteville and to serve the following agency 
and nonagency stations: 

AGENCY §X!TIONS 
Dunn 
Benson 
Four Oaks 

lill,1!AGENCY STATIONS 
Wade 
Godwin 
Purdie 
Mingo 

(3) That Applicant seeks to abandon, dismantle and remove 
the station buildings at Dunn, Benson and Four Oaks from its 
line. 

(4) That in addition to the above, the proposed ftobile 
Agency Concept involves the following: 

{a) A Central office will be established at Fayetteville 
and said office will be equipped with a telephonic 
service over which all of its customers in the 
involved area may phone the agency without cost. 

(b) The mobile agent vill use a two-way radio equipped 
mobile van containing necessary agency supplies. 

(c) The mobile agent wil.l. be expected to perform the 
usual duties of a railroad agent, including checking 
of tracks at each station to determine cars on hand 



506 

(d) 

(e) 
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for demurrage and other purposes. In addition, he 
will be equipped to collect freight charges if the 
customer so desires, receive orders for empty cars 
and provide answers for any inquiries as to available 
railroad service. 

The mobile agent will visit the place of 
each of the railroad patrons rather than 
customer co~e to the agency, as is 
present. 

business of 
having the 
the case at 

The mobile agent vill work six 
the present stations are open 
week. 

days per week; whereas 
only five days per 

(f) There will be a reduction of agents, but these agents 
are protected by the Brotherhood-company agreements, 
and if moved a moving expense will be allowed. 

(5) The proposed implementation of the Mobile Agency 
concept in the Fayetteville area provides that the mobile 
agent would operate from Fayetteville to Dunn, thence to 
Benson. thence to Four Oaks and return to the base station, 
with service being provided to the points, Mingo, Purdie, 
Godwin and Wade. 

(6) Applicant proposes to close the fixed agency stations 
at the various locations and to substitute therefor a mobile 
agency station, and to abandon, dismantle and remove the 
involved station buildings from its line. 

(7) That the implementation of the mobile agency service 
will result in substantially the same or improved service 
with respect to: (a) there will be no reduction in freight 
train service at any of the involved stations; (b) the agent 
will ca11 on customers at the customers• place of business~ 
(c) four stations previously classified as nonagency 
stations will be upgraded to agency stations and vill 
receive agency service; (d) station~ nov receiving five days 
per week agency service will receive six days per veek 
agency service; (e) toll-free telephone service will be 
available to customers; and (f) closer coordination between 
local freight ·train service and the agent for the benefit of 
the shipping and receiving ptiblic. 

(8) The changes in the present method of operation as 
proposed and in existing plant, equipment, apparatus, 
facilities and other physical property ought reasonably to 
be made. 

(9) That the proposed mobile agency operation 
any way alter or reduce the number or schedule 
serving any of the agency stations affected. 

does not in 
of trains 
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CONCLUSIONS 

The Commission concludes that the Seaboard Coast Line 
Railroad Company is engaged in the operation of a privately
owned business; that by virtue of the nature of the service 
it undertakes to render, certain exceptional duties are 
imposed upon it by the common lav and by statute; that this 
Commission is authorized by statute to regulate its rates, 
service to the public, and the safety of its equipment and 
operating practices; and that in other respects, the company 
has the same freedom as does any other corporation in the 
management of its properties and in the employment and· 
assignment of the duties of its employees. (See Utilities 
fommission y. R-~- 268 N.C. 242). 

We conclude that it is the policy of the State of North 
Carolina, "to provide fair regulation of public utilities in 
the interest of the public, ••• to promote adequate, 
economical and efficient utility services ••• and to these 
ends, to vest authority to the Utilities commission to 
regulate public utilities generally and their rates, 
services and operations, in the manner and in accordance 
with the policies set forth in this chapter", (G.S. 62-2); 
and that this Commission has no authority to regulate or 
impose duties upon a railroad company except insofar as that 
authority has been conferred by Chapter 62 of the General 
Statutes, liberally construed to effectuate the policy of 
the State contained therein. 

Every railroad 
adequate, efficient 
G.S. 62-131 (b). 

is manaa torily required 
and reasonable service in 

to furnish 
accord with 

G.S. 62-11 B deals with the "abandonment and reduction of 
service" by railroads and sets forth the criterion upon 
which this Commission shall have the power to authorize such 
abandonment or reduction in service. We conclude that 
"abandonment and reduction" in service under this statute, 
contemplates more than the substitution of a mobile agency 
for a particular agent, and that it also encompasses the 
broader concept of abandonment or reduction in railroad 
service by trains operating and serving a particular area. 
We, therefore, conclude that this. is not an "abandonment or 
reduction in service" as is contemplated by G.S. 62-1 (8, 
and, therefore, said statute is not determinative in this 
case. We also conclude that any incon~enience brought about 
by th~ approval of the mobile agency plan in this case will 
be occasional and minimal in comparison with the savings to 
the railroad and the improvement and extension of servjce 
contemplated by the plan, and that it is not in the public 
interest and is not required by Chapter 62 of the General 
statutes that a public utility should waste its manpower or 
other resources with no substantial resulting benefit to the 
public. (See state ex rel. Utilities Commission v. Atlantic 
£Qll§.t Line Railroad, 268 N.c. 242). 
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The Commission further concludes that approval for the 
implementation of the 11 Mobile Agency concept" as applied for 
should be granted, subject to the supervision of this 
Commission; that the present physical station buildings may 
be abandoned, dismantled and removed; that as long as 
Applic4nt retains ownership of the present station buildings 
it should either maintain them in a reasonable state of 
repair or proceed vith dismantlement and removal thereof; 
that Applicant should advise the Commission of its actions 
in connection vith the various involved station buildings, 
and that the number of mobile agencies, teleph·one lines, and 
other facilities should keep pace vith the needs and demands 
for service. 

G. s. 62-32 (b) provides: 11 The Commission is hereby vested 
with ,all power necessary to require and compel any public 
utility to provide and furnish to the citizens of this State 
reasonable service of the kind it undertakes to furnish. 11 

G.s. 62-ll,2(a) provides: "Whenever the Commission, ••• 
finds ••• , (3) That ••• changes in, the existing plant, 
equipment, apparatus, facilities or other physical property 
of any public utility, ••• ought reasonably to be made •• 

the Commission shall enter and serve an order directing 
that such • • • changes shall be made • • 11 G. S. 62-30 
provides: "The Commission shall have and exercise such 
generai power an~ authority to supervise and controJ the 
~ublic utilities of the State as may be necessary to carry 
out the laws providing for their regulation, and all such 
other povers and duties as may be necessary or incident to 
the proper discharge of its duties •. " We conclude that the 
above statutes empower this Commission to approve the 
"Mobile Agency Concept" and to supervise its operation with 
the view to ordering such changes, additions and/or 
deletions as may be indicated by circumstances from time to 
time. 

G.S. 62-2~5 deals with the railrpads• duty to receive and 
forward freight tendered and, provides a penalty for the 
unlawful. refusal to receive and forward such freight. It is 
the conclusion ·of the Commission t_hat such duty to receive 
and forward tendered freight remains unaltered by the 
approval and implem~ntat.ion of the 11 t1obil'e Agency Concept". 

The commission finally concludes th~t the Mobile Agency 
Concept will be expected to provide all agency services 
heretofore provided by the three fixed agents as well as 
Hroviding comparable service for the four nonagency 
stations. If at least '·this level of service is not 
maintained·, the" Commission will take such corrective action 
as the circumstances may warrant. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

(I) That the Applicant be, and it is, hereby granted 
approval and authority to initiate its Mobile Agency Concept 
and Plan in the area and manner hereinabove described, 
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effective vithin thirty (30) days after the effective date 
of this order. 

(2) That as long as Applicant retains ownership of the 
station_ buildings involved in this Nobile Agency concept, it 
should either maintain them in a reasonable state of repair
or disTiantle and remove them. 

(3) That the Applicant shall immediately report to the 
Commission any unforeseen problems or difficulties 
concerning any aspect of its mobile agency operation, in the 
event sUch should occur. 

ISSUED BY ORDER OF THE COHHISSION. 

This the 21st day of March, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine H. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. R-71, SUB 31 

BEFORE THE NORTH CARO~INA UTILITIES COMMISSION 

In the ~atter of 
seaboard Coast· Line Railroad Company -
App"lication For Authority to Implement 
the Mobile Agency concept in the 
Chadbourn, North Carolina, Area, 
on a Permanent Basis and to Dispose 
of the station Build:i:.ngs at Bladenboro, 
Clarkton, Whiteville, Hallsboro, Lake 
Waccamaw, Tabor City and Fair 
Bluff, North Carolina 

) 
) 
) RECOMMENDED 
) ORDER 
) GRANTING 
) APPLICATION 
) 
) 
) 

HEARD IN: Grand Jury Room, Colum·bus County courthouse, 
Courthouse Square, Whiteville, North Carolina, 
on sarch 8, 1973, at 2:00 P.M. 

BEFORE:. 

APPEJ\RANCES: 

Chairman Marvin R. Wooten, Hearing Commissioner 

For the Applicant: 

Dickson McLean, Jr. 
HcLean, Stacy, Henry & McLean 
Attorneys at Lav 
P.O. Drawer 1087, Lumberton, North Carolina 

Charles M. Rosenberger 
Assistant General Attorney 
Law Department 
Seaboard Coast Line Railroad Company 
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3600 West Broad Street 
Richmond, Virginia 23230 

For the Protestant: 

Edvard L. Williamson 
Williamson & Walton 
Attorneys at Lav 
136 Washington Street 
Whiteville, North Carolina 28472 
For: Whitevil,le Plywood Com,pany 

Waccamaw Veneer Company 

For the Commission's Staff: 

William E. Anderson 
Assistant Commission Attorney 
Ruffin Building 
one West Horgan Street 
Raleigh, North Carolina 27602 

WOOTEN, HEARING CO!'!HISSIONEB: on November 24, 1972, 
Seaboard Coast Line Railroad Company (Applicant) filed with 
the commission an applicat,ion see'king authori~y to implement 
a Mobile Agency concept in the Chadbourn, North Carolina, 
area, on a permanent basis, and to dispose of the station 
buildings at Bladenboro, Clarkton, Whiteville, Hallsboro, 
Lake Waccamaw, Tabor City and Fair Bluff, North Carolina, as 
good management dictates. The Commission, being of the 
opinion that the interest of the public was involved, 
assigned the matter for hearing on January II, 1973, by its 
Order in this Docket dated December 6, 1972, subsequently to 
February 15, 1973, thence to March 8, 1973, by Orders dated 
January 12, 1973 and January 24, 1973, respectively. 

The first continuance of the hearing was due to adverse 
weather conditions, and the second continuance was at the 
request of Counsel for Applicant. By the Order dated 
December 6, 1972, Applicant was required to give notice to 
the public of the time, place and purpose of the hearing by 
having an appropriate notice thereof published in newspapers 
having general circulation in the area in which it proposed 
to provide mobile agency service fifteen (15) days prior to 
date of hearing. 

The required notice of publication was made and the 
Commission did receive letters of opposition to Applicant's 
proposal, from Mr. Chesley H. Sanford, Associate-Andrews 
Mortuary, Wilmington, North Carolina; Hr. Jimmy Hovard, 
Hampstead, North Carolina; Mr. Willie Ray Howard, Jr., 
Wilmington, North Carolina; Mr. Darryl Edens, Hampsteadp 
North Carolina; Mr. David ausser, Wilmington, North 
Carolina; Mrs. Hattie L. Husser, Wilmington,. North Carolina; 
Hiss Betty Jo Fryar, surf City, North Carolina; Hrs. Martha 
H. Ames, Wilmington, North Carolina; Hr. Thomas R. Ames, 
Jr., ~riqhtsville Beach, North Carolina; Ms. Christine B. 
Fales, Wrightsville Beach, North Carolina, and Miss s. 
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Frances Thompson, Hampstead, North Carolina, neither of 
which ship or receive rail freight shipments in North 
Carolina. ~he Commission also received a letter from Mr. 
William L. Hennessee, Jr., General Manager, Charles F. Cates 
& Sons, Inc., Faison, North Carolina, a receiver of rail 
freight shipments, supporting Applicant's proposal. 

Hearing in the matter was held at the captioned tinie and 
place with Applicant being present and represented by 
counsel. Protestanis Whiteville Plywood, Inc., and Waccamaw 
Veneer Company, were present and represe·nted by counsel. 
Protestant David Musser was present .and represented himself. 

The Applicant presented the testimony of Hr. J. H. 
Ingoldsby, superintendent Statipn Operations and several 
shipper witnesses, to wit: Mr. Woodard Dale, Mount Olive 
Pickle Company, Mount Olive, North Carolina; Hr. Morris 
Herring, Boling Chair Company, Mount Olive, North Carolina; 
Mr. Robert R. Richardson, Federal Paperhoard Corporation, 
Inc .. , Bolton, North Carolina, and Mr·. Locke Byrd, Georgia 
Pacific Corporation, Whiteville, North ~arolina. The 
protestant presented the· testimony of Mr .. John Maultsby, 
Waccamaw Veneer company, Whiteville, North Carolina, and Mr .. 
Dan Maultsby, Whiteville Plywood Company, Whiteville, North 
Carolina. Also, Hr.. David Husser, Protestant, offered 
testimony in opposition to the proposal by Applicant. 

Applicant offered Affidavit of Publication by the Star
News Ne!.§_-l?_@.§!:§., 1.!1£., Wilmington, North . Carolina; Th.§ 
Robe.§.Q!!!fil!., Lumberton, North Carolina; Th_g Sout.heastern 
Tim~, Clarkton, North Carolina; the Co!umbus County News, 
Chadbourn, North Carolina; the Taha~ Ci!.I Tribune, Tabor 
City, North Carolina, and Th..§ Ne!.§. 1!..§?£!:te!:, Whiteville, 
North Carolina. 

Mr. J. H. Ingoldsby offered testimony as to the Mobile 
Agency Concept generally with regard to its applicability to 
the proposed area of service and to his company's experien~e 
with the Mobile Agency Concept in this State and other 
states. Mr. Ingoldsby further testified that the base 
station, Chadbourn, would be open eleven ·(11) hours per day, 
Monday through Friday, and nine (9) hours per day on 
Saturday, with customers served by the ·mobile agent being 
ahle to call Chadbourn, the base station, toll-free by 
telephone; that the Mobile Agent would operate from 
Chadbourn to Fair Bluff, thence to Bladenboro; thence to 
Clarkton, Lake Waccamaw, Hallsboro, Whiteville, Tabor City; 
thence return to Chadbourn with service being provided to 
the points of Butters, Abbottsburg, Rosindale, BOlton, 
Wananish, Clarendon, Cerro Gordo and Jones; that the Mobile 
Agent would be required to drive approximately (29 miles per 
day; that the agents involved in the Mobile Agency Concept 
prepare apµroximately 5,975 waybills per year; that the 
agent will have ample time to handle the necessary documents 
and afford the public in the affected territory the agency 
services it requires; that the station buildings at Tabor 
City, Lake _Waccamaw, Hallsboro and Clarkton will be 
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abandoned and completely dismantled and removed from his 
company's line; that the station buildings at Whiteville and 
Pair Blµff are presently under lease and will continue to be 
leased, and- that the station building at Bladenboro will be 
leased to the Town of Bladenboro. 

Each of the shipper witnesses offered testimony in support 
of Applicant's proposal. 

Counsel for Protestants, Whiteville Plywood company and 
Waccamaw Veneer Company, Mr. Edvard L. Williamson, stated 
that there are certain characteristics and services which 
they feel the fixed agent is rendering that the mobile agent 
will not be able to render, and that from the records it 
app~ars that Whiteville and Tabor City have about the same 
numbet:' ·of custom·et:'s. 

Mr. John "aultsby, Protestant, offered testimony tending 
to show that the Mobi·le Agency Concept would not work in the 
Whiteville area. 

Hr. Dan Haul tsby, Protestant, offered testimony tending to 
show that the local agent can and will render a much better 
service in the Whiteville area than the Mobile Agent, 
rel3tive to getting empty cars and particularly empty cars 
that are equipped with .proper materials for shipment, 
tracing of cars, placing of cars, and the handling of 
waybills. 

Mr. David Lee Musser, Prote·stant, offered testimony 
tending to show that his primary interest in this proceeding 
is the extent or effect that the abandoning or dismantling 
of the involved agency station buildings might have on the 
deterrent or imp·rovement of rail passenger service in the 
future. 

The entire testimony of. all of the witnesses is a matter 
of record in this proceeding. 

Having 
record as 
following: 

considered 
a whole, 

all of the evidence presented and the 
the., Hearing Commissioner makes the 

FINDINGS OF PACT 

(I) That the Al?plicant, Seaboard coast Line 'Railroad 
Company, is a corporation authorized to do business in North 
Cacolina as a franchised common carrier by rail, engaged in 
both interstate and intrastate commerce; that with regard to 
its intrastate operatioils; Applicant is subject to the 
jucisdic.tion of and regulation by the North Carolina 
Utilities commission, and that Applicant has properly filed 
its application with this Commission concerning this matter, 
over which this Commission has jurisdiction. 

(2) That 
authority to 

Applicant 
impleuient 

is hereby requesting permanent 
a mobile agency service in the 
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Chadbourn, North Carolina, area, to operate from a base 
station at Chadbourn and to serve the following agency and 
nonagency stations: 

AGENCY STATIONS 
Bladenboro 
Clarkton 
Whiteville 

*Hallsboro-Lake Waccamaw 
Tabor City 
Fair Bluff 

NONAGENCY STATIONS 
Bolton Wananish 
Butters 
Abbottsburg 
Ros ind ale 

Clarendon 
Cerro Gordo 
Jones 

* These stations are presently dualized. 

(3) That Applicant seeks to abandon, dismantle and remove 
the station buildings at Tabor City, Lake Waccamaw, 
Hallsboro and Clarkton from its line; that the station 
buildings at Whiteville and Fair Bluff are presently leased 
and vill continue to b~ leased, and that the station 
building at Bladenboro will be leased to the Tovn of 
Bladenboro. 

(Q) That in addition to the above, the proposed Mobile 
Agency Concept in•olves the fol.loving: 

(a) A central office will be established at Chadbourn and 
said office will be equipped vith a telephonic 
service over which all of its customers in the in
volved area may phone the agency without cost. 

(b) The mobile agent will use a tvo-vay radio equipped 
mobile van containing necessary agency supplies. 

(c) The mobile agent will be expected to perform the 
usual duties of a railroad agent, including checking 
of tracks at each station to determine cars on hand 
for demurrage and other purposes. In addition, he 
will be equipped to collect freight charges if the 
customer so desires, receive orders for empty cars 
and provide answers for any inquiries as to available 
railroad service. 

(d) 

(e) 

The mobile agent will visit the place of 
each of the railroad patrons rather than 
customer come to the agency, as is 
present. 

business of 
having the 
the case at 

The mobile agent will work 
the present stations are 
week. 

six days per week; whereas 
open only fi•e days per 

(f) There will be a reduction of agents, but these agents 
are protected by the Brotherhood-Company agreeeents, 
and if moved -a moving expense will be allowed. 
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(5) The proposed implementation of the Mobile Agency 
concept in.the Chadbourn area provides that the mobile agent 
would operate from Chadbourn to Fair Bluff, thence to 
Bladenboro; thence to Clarkton, Lake Waccamaw, Hallsboro, 
Whiteville, Tabor City; thence return to Chadbourn, with 
service being provided to the points Butters, Abbottsburg, 
Rosindale, Bolton, Wananish, Clarendon, Cerro Gordo and 
Jones. 

(6) Applicant proposes to close the fixed agency stations 
at the various locations and to substitute therefor a mobile 
agency station, and to abandon, dismantle and remove certain 
of the involved station buildings from its line and to lease 
certain of the involved station buildings as hereinbefore 
mentioned. 

(7) That the imp~ementation of the mobile agency service 
will result in substantially the same or improved service 
vith respect to: (a} there will be no reduction in freight 
train service at any of the involved stations; (b) the agent 
will call on customers at the customers• places of business; 
(c) eight stations previously classified as nonagency 
stations will be upgraded to agency stations and will 
receive agency service; (d) stations now receiving five days 
per veek agency service will receive six days per week 
agency service; (e) toll-free telephone service will be 
available to customers; and (f) closer coordination between 
local freight train service and the agent for the benefit of 
the shipping and receiving public. 

(8) The changes in the. present method of operation as 
proposed and in existing plant, equipment, apparatus, 
facili~ies and other physical property ought reasonably to 
be made, except that the Whiteville and Tabor city 
operations shall be for a six-month trial period. 

CONCLUSIONS 

The Commission concludes that the Seaboard Coast Line 
Railroad Company is engaged in the operation of a privately
owned business; that by virtue of the nature of the service 
it undertakes to render, certain exceptional duties are 
imposed upon it by the common law and by statute; that this 
Commission is authorized by statute to regulate its rates, 
service to the public, and the safety of its equipment and 
operating practices; and that in other respec~s, the company 
has the same freedom as does any other corporation in the 
management of its properties and in the employment and 
assignment of the duties of its employees. (See Utilities 
Commission y. B.R. 268 N.C. 242). 

We conclude that it is the policy of the State of North 
Carolina, "to provide fair regulation of public utilities in 
the interest of the public, •• ~ to promote adequate, 
economical and efficient utility services- ••• and to these 
ends, to vest authority to the Utilities Commission to 
regulate public utilities generally and their rates, 
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services and operations, in the manner and in accordance 
with the policies set forth in this chapter", (G.S·. 62-2); 
and that this Commission has no authority to regulate or 
impose duties upon a railroad company except insofar as that 
authority has been conferred by Chapter 62 of the General 
Statutes, liberally construed to effectuate the policy of 
the State contained therein. 

Every railroad 
adequate, efficient 
G.S. 62-13i(b). 

is mandatorily required 
and reasonable serYice in 

to furnish 
accord with 

G.S. 62-1 JB deals vith the "abandonment and reduction of 
service" by railroads and sets forth the criterion upon 
which this Commission shall have the paver to authorize such 
abandonment or reduction in service. Re conclude that 
"abandonment and reduction" in service under this statute, 
contemplates more than the substitution of a mobile agency 
for a particular agent, and that it also encompasses the 
broader concept of a·bandonment or reduction in railroad 
service by trains operating and serving a particular area. 
Re, therefore, conclude that this is not an "abandonment or 
reduction in service" as is contemplated by G. s. 62-118, 
and, therefore, said statute is not determinative in this 
case~ We also conclude that any inconvenience brought about 
by the approval of the mobile agency plan in this case 
subject to the exception as noted will be occasional and 
minimal in comparison with the savings to the railroad and 
the improvement and extension of service contemplated by the 
plan, and that it is not in the public interest and is not 
required by Chapter 62 of the General Statutes that a public 
utility should waste its manpower or other resources with no 
substantial resulting benefit to the public. (See State fil 
rel. Utilities Commission v. Atlantic Coast Line Railroad, 
268 N.C. 242). 

The Commission further concludes that appro~al for the 
implementation of the 11 Mobile Agency Concept" as applied for 
should be granted, subject to the exception as noted and 
subject to the supervision of this Commission; that the 
present physical station buildings may be abandoned, 
dismantled and removed except as noted above; that as long 
as Applicant retains ownership of the present station 
bui~dings it should either maintain them in a reasonable 
state of repair or- pi:oceed with dismantlement and removal 
thereof except as noted above; that Applicant should advise 
the Commission of its actions in connection with the various 
involved station buildings, and that the numbei: of mobile 
agencies, telephone lines, and other facilities should keep 
pace with the needs and demands for service. 

G. s. 62-32 (b) provides: "The Commission is hei:eby vested 
vith all power necessary to require and compel any public 
utility to provide and fu·rnish to the citizens of this state 
reasonable service of the kind it undei:takes to fui:nish." 
G. S. 62-42 (a) provides: "Whenever the Commission, ••• 
finds ••• , (3) That ••• changes in, the existing plant, 
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equipment, apparatus, facilities or other physicai property 
of any public utility, ••• ought reasonably to be made •• 

the commission shall enter and serve an order directing 
that such ••• changes shall be made II G. s. 62-30 
provides: "The Commission shall have and exercise such 
general paver and authority to supervise and control the 
public utilities of the State as may be necessary to carry 
out the laws providing for their regulation, and all such 
other powers and duties as may be necessa-r·y or incident to 
the proper discharge of its duties.n We conclude that the 
above statutes empower this comm·ission to approve the 
"Mobile Agency Concept" with the Whiteville and Taboi:- City 
portion thereof being on a six-month trial period in lieu. of 
on a permanent basis, and to supervise its operation vith 
the viev to ordering such changes, additions and/or 
deletions as may be indicated by circumstances from time to 
time. · 

G.S. 62-245 deals with the railroads• duty to receive and 
forward freight tendered and provides a penalty for the 
unlawful refusal to receive and forward such freight. It is 
the conclusion of the commission· that such duty to receive 
and forward tendered freight remains unaltered by the 
approval, including the exception as noted above, and 
implementation of the II t'lobile Agency Concept". 

The Commission finally concludes that 
Concept will be expected· to provide all 
heretofore pro.vided by the· seven fixed 
providing comparable service fo.r the 
stations. If at least this level of 
maintained, the Commission will take such 
as the circumstances may warrant. 

IT IS, THEREFORE', ORDERED AS FOLLOWS: 

the Hobile Agency 
agency services 

agents as well as 
eight nonagency 
service is not 

corrective action 

(I) That the Applicant be, and it is, hereby granted 
approval and authority to initiate its Hobile Agency Concept 
and Plan in the area and manner hereinabove described, 
effective vith·in thirty (30) days after the effective date 
of this Order. 

(2) That the Mobile Agency Concept and Plan as approved 
herein insofar as it reLates to the stations at WhiteTille 
and Tabor City is for a six-month trial period in lieu of on 
a permanent basis, and the station building at Tabor City 
may be closed but not dismantled and removed unless 
otherwise authorized by the commission. 

(3) That as long as Applicant retains ownership of the 
station buildings involved in this Mobile Agency Concept, it 
should either maintain ~hem in a reasonable state of repair 
or dismantle and remove them, except as otherwise provided 
herein. · 

(4) That the Applicant shall immediately report to the 
Commission any unforeseen problems or difficulties 
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concerning any aspect of its mobile agency operation, in the 
event such should occur. 

ISSUED BY ORDER OF THE conHISSION. 

This the.2nd day of April, 1973. 

NORTH CAROLIUA UTILITIES COMMISSION 
Katherine H. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. R-29, SUB J95 

BEFORE THE NORTH CAROLINA UTILITIES COHHISSION 

In the Hatter of 
Southern Railway Company--Application for 
Authority to Implement Mobile Agency Service 
in Bryson City, North Carolina, and to serve 
Andrews, Marble, Murphy, Almond, Hewitt, 
Nantahala, Topton, Tomotla, and Regal, North 
Carolina 

RECOMMENDED 
ORDER 
APPROVING 
APPLICATION 

HEARD IN: Swain County courthouse, Bryson city, North 
Carolina, on February 13, 1973 

BEFORE: John w. McDevitt, Hearing Commission&r 

APPEARANCES: 

For the Applicant: 

w. T. Joyner, Jr., and 
c. Clark Crampton 
Joyner and Howison 
Attorneys at Lav 
900 Wachovia Bank Building 
Raleigh, North Carolina 27602 

James L. Hove, III 
General Attorney 
Southern Railway Company 
P. O. Box 1808, Washington, D. c. 20013 

For the Commission Staff: 

Eavard B. Hipp 
Commission Attorney 
North Carolina Utilities Commission 
P. o. Box 991, Raleigh, North Carolina 27602 

No Protestants. 

HcDEVITT, COMMISSIONER. On 
amended on November 29, 1972), 

November 17, 19?2, (and 
Southern Railway Company 
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(Applicant} filed application for authority tc implement 
mobile agency· service in Bryson City, North Carolina, to 
ser.ve Andrews, Marble, Murphy, Almond, Hewitt, Nantahala, 
Topton, Tomotla, and Regal, North Carolina. Public hearing 
was scheduled and held as captioned February 13, (973, by 
order issued December 6, 1972, which required publication of 
proper public notice. No protests were filed and no one 
appeared at the hearing in opposition to the proposal. 

Applicant presented testimony of Mr. 1. H. Noles, Senior 
Coordinator of Stations and Terminals; Mr. R. A. Robb, 
Commerce Statistician; Mr. Marshall s. Lynch, Communication 
and Signal Traffic Engineer, and Hr. N. 8. Wittrock, Labor 
Felations Officer. 

Mr. T. H. Noles testified that the Company intends to 
modify and improve service at the agency and non-agency 
stations, which will be closed and dismantled, by providing 
a mobile agent on a five-day per week basis to traverse the 
highway route daily bet~een the base station, Bryson City, 
and all other stations; that the mobile agent will, in 
person or by telephone, call on each customer and provide 
all servi_ces heretofore provided by the agency station and 
agent; that the mobile agent will be operating a vehicle 
equipped with two-vay mobile radio by which. he will maintain 
communications wit~ Bryson City and the train serving the 
area; ·that customers will have toll-free telephone access to 
the base agency station in Bryson City to facilitate 
communication between the mobile agent and customers; that 
the Company is successfully operating twenty-eight si~ilar 
services in other locations; that the Company will effect 
substantial savings by use of the mobile agent; that 
Andrews, Marble, and Murphy will appear in tariffs as open 
stations with a notation they are served by mobile agent 
based at Bryson City, North Carolina; that displaced 
personnel are assured other positions within the system; 
that the workload can be readily handled by the mobile 
agent; that for all stations the total number of inbound and 
outbound shipments per month averaged 31 I, or approximately 
fifteen shipments. per day, based on a five-day week; that 
the mobile agent will personally call on all customers at 
each point, sign bills of lading, -check yards and 
sidetracks, make damage inspect.ions, prepare switch' lists, 
notify customers of freight en route, and handle any other 
service now performed by a resident agent; that the station 
buildings at Andrews, Marble, and Murphy are in bad need of 
repair and that the Company plans to dismantle and remove 
them upon approval of the Commission. 

Mr. R~ A. Robb testified that the actual cost of 
operations of the Andrews, Marble, and Murphy, North 
Carolina, agencies was $36,953 for the twelve ~onths ending 
October 31, 1972; that estimated annual Cost to operate the 
mobile agency route is $f7, 979; that estimated savings per 
year amount to $!B,97q. 
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Mr. Marshall s. Lynch gave testimony about the handling of 
communications in the mobile agency service. He testified 
that the mobile agent would call the base station by phone 
from ~ndrews, Marble, and Murphy, and from other points 
along the way,- when necessary, to assure constant 
communications hetveen the ~obile agent and the base agency 
station at Bryson City; that the mobile agent will contact 
th~ local freight train by tvo-vay radio to receive and give 
information useful in placing and switching cars. 

ar. N. B. ~ittrock gave testimony tending to show that 
employees who may be displaced have sufficient seniority to 
assure other employment within the. system. 

Considering testimony and exhibits of all vitnesses and 
the record in this proceeding, the Hearing Commissioner 
makes the folloving 

FINDINGS OF FACT 

1- That Applicant, Southern Railway 
corporation·authorized to operate in the 
Carolina as a franchised common carrier 
interstate and intrastate commerce; that 
intrastate operations, Applicant is 
jurisdiction of and regulation by the 
Utilities Commission. 

Company, is a 
State of North 
by rail, in both 
with regard to 
subject to the 
North Carolina 

2. That Applicant is requesting permanent authority to 
implement mobile agency service from a base station at 
Bryson City, North Carolina, to serve the following agency 
and non-agency stations: 

~.!!£Y Stations 
Andt'eVs 
Marble 
t1urphy 

Non-Agency 
Almond 
Hewitt 
Nantahala 

ststions 
Topton 
Tom.otla 
Regal 

3. ~hat toll-free telephone service will connect the 
Bryson City agency station and all customer locations 
throughout the areas served by the mobile agent; that full 
agency service will be provided by the mobile agent; that 
the mobile agent will visit the place of business of each 
customer to perform agency services; that two-way mobile 
radio service will be maintained between the mobile agent; 
the Bryson City agency station and the local freight train; 
that the mobile agency service will operate five days per 
week; that displaced employees have sufficient seniority to 
assure other employAent. 

4. That the proposed mobiie agency service provides that 
the mobile agent vill operate from the base station of 
Bryson City to ~ndrews, Marble, and Murphy and return to 
Bryson City serving Almond, Hewitt, Nantahala, Topton,
Tomotla, and Hegal, en route. 
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5. That Applicant contemplates closing, dismantling, and 
removing the present station buildings at Andrevs, Marble, 
and Murphy. 

6. That implementation ·of the mobile agency service will 
result in the same or improved service; there will be no 
reduction in freight train service at any involved station; 
the agent will call on customers at the customers• places of 
business; six stations, previously classified as non-agency 
stations, will be upgraded to agency stations and will 
receive agency service; all stations will' continue to 
receive agency service five days per week; toll-free 
telephone service will be a·vailable to customers; and there 
will be closer coordination between the agent and the 
shippers and receivers of freight. 

7. That the 
operation and 
facilities, and 
should be made. 

proposed changes in the present meth?d of 
in existing plant, equipment, apparatus, 

other physical property, are reasonable and 

B. That the proposed mobile agency operation 
any way alter or reduce the number or schedule 
serving any of the agency stations affected. 

CONCLUSIONS 

does not in 
of trains 

The Hearing Commissioner concludes that this is not an 
"abandonment or reduction in service" as is contemplated by 
G.S. 62-1 IB, and that said statute is not determinative; 
that any inconvenience brought about by the operation of the 
mobile agency service will be minimal in comparison to the 
savings to the railroad and the improvement and extension of 
service; that the operation of the mobile agency service is 
in the public interest and implementation should be allowed; 
and that the station buildings at Andrews, Harble, and 
Hurphy, should be closed~ dismantled, and removed. 

IT IS, THEREFORE, ORDERED 

I• That the Applicant be, and is hereby, granted 
approval and authori.ty tQ implement mobile agency service in 
Bryson City, North Carolina, to serve Andrews, Marble, 
Murphy, Almond, Hewitt, Nantahala, Topton, Tomotla, and 
Regal, North Carolina, within thirty days after the 
effective date of this order. 

2. That Applicant notify the commission 
begins operation of the mobile agency service and 
it dismantles and removes the station buildings. 

the date it 
the date 
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ISSUED BY ORDER OF THE COMMISSION. 

This the 30th day of March, 1973. 

52( 

NORTH CAROLINA U!ILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. R-29,, SUB 196 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Southern Railway Company - Application, as 
Amended, For ~uthority to Implement the Hobile 
Agencf Concept in the Burlington, North Caro
lina, Area, and to use the Station Buildings 
at Graham, Haw River, Mebane, Hillsborough and 
Carrboro, as the Railroad Deems Advisable. 

RECOM
MENDED 
ORDER 
APPROVING 
APPLICATION 
AS AMENDED 

HEARD IN: superior courtroom, Alamance county court
house, Graham, North Carolina, on February 14, 
(973, at (0:00 A.H. 

APPEARANCES: 

Chairman .Marvin R. Wooten, Hearing Commissioner 

For the Applicant: 

R. T. Joyner, Jr. 
Joyner and Howison 
Attorneys at Lav 
900 Wachovia Bank Building 
Raleigh, North Carolina 27602 

G. Clark Crampton 
Joyner and Howison 
Attorneys at Law 
900 ~achovia Bank Building 
Raleigh, North Carolina 27602 

For the Commission's Staff: 

Maurice w. Horne 
Assistant Commission Attorney 
Ruffin Building 
One West Morgan Street 
Raleigh, North Carolina 

No Protestants. 

WOOTEN, HEARING COMMISSIONER: on November 24, 1972, as 
amended on November 29, 1972, Southern Railway Company 
(Applicant) filed with the Commission an application seeking 
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authority to implement a Mobile Agency concept in the 
Burlington, North Carolina, area, and to use the station 
buildings at Graham, Haw River, Mebane, Hillsborough and 
Carrboro as it might deem advisable. The Commission, being 
of the opinion that the interest of the public was involved, 
assigned the Aatter for hearing on February lq, 1973, by its 
order in this docket dated December 7, 1972. By the same 
Order, Applicant was required to give notice to the public 
of the time, place and purpose of the hearing by having an 
appropriate notice thereof published in newspapers having 
general circulation in the area in which it proposed to 
provide mobile agency service approximately fifteen (15) 
days prior to the date of hearing. 

The required notice of publication vas made and the 
Commission received letters of protest from Hr. Jim Grizzle, 
Grizzle Woodyard, Mebane, North Carolina 27302; Mr. R. E. 
Ellington, swift Agricultural Chemical Corp., Graham, North 
Carolina 27253; and Mr. Gurney Pickard, f30 Cheek Lane, 
Graham·, North Carolina. 

Hearing in this matter was held at the captioned time and 
place with Applicant being present and represented by 
counsel. No protestants appeared at the hearing in 
opposition to Applicant's proposal. The Applicant presented 
the testimony of Mr. T. H. Noles, senior Coordinator of 
Stations and Te~minals; Mr. R. A. Robb, commerce 
Statistician; Mr. C. T. Melton, Train Master; t:'lr. Marshall 
S. Lynch, Communication and Signal Traffic Engineer and Mr. 
N. Be Wittrock, Labor Relations Officer. 

Applicant offered Affidavit of Publication by The Daily 
Ti.m.g§_-Nev~, Burlington, North· Carolina; Greensboro Daili 
News, Greensboro, North Carolina; and the Durham Morning 
H~ld, Durham, North Carolina. 

Mr. T. H. Noles offered testimony as to the Mobile Agency 
. concept generally with regard to its applicability to the 

~reposed area of service and to his company's experience 
with the Mobile Agency Concept in· this State and other 
states. Mr. Noles further testified that the average per 
month total transactions at all of the stations on the 
proposed route, including the base station, were 558 or 22 
f:)er day based -on six days per week, and that a transaction 
was considered either one inbound or one outbound revenue 
car. 

Mr. R. A. Robb offered testimony tending to show that the 
present actual annual cost of operations of the Graham, Rav 
River, Mebane, Hillsborough and Carrboro, North Carolina, 
agencies vere $62,304, vith estimated annual cost to operate 
the Mobile Agency Route to be $f9, 671, producing estimated 
savings per year in the amount of $42,633. 

Hr. C. T. Melton offered testimony as to the operation of 
the trains, the condition and proposed disposition of the 
involved station buildings. 
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Kr. Marshall s. Lynch offered testimony generally relative 
to comAunications concerning the Mobile Agency Concept. 

Mr. N. B. Wittrock offered testimony generally concerning 
jobs of rail employees involved in the proposed Mobile 
Agency Concept. 

A stipulation by counsel was 
maintenance of Applicant's station 
this proposed mobile agency. 

entered concerning 
buildings involved 

the 
in 

The entire testimony of all of the witnesses is a matter 
of record in this proceeding. 

Having 
record as 
following 

considered 
a whole, 

all 
the 

of the evidence presented and the 
Hearing Commissioner makes the 

FINDINGS OF FACT 

1- That the Applicant, Southern Railway Company, is a 
corporation authorized to do business in North Carolina as a 
franchised common carrier by rail, engaged in both 
interstate· and intrastate commerce; that with regard to its 
intrastate operations, Applicant is subject to the 
jurisdiction of and regulation by the North Carolina 
Utilities Commission, and that Applicant has properly filed 
its application with this commission concerning this matter, 
over which this Commission has jurisdiction. 

2. That Applicant is hereby requesting permanent 
authority to implement a mobile agency service in the 
Burlington, North Carolina, area, to operate from a base 
station at Burlington and· to serve the following agency and 
nonagency stations: 

AGENCY STATIONS 
Graham 
Raw River 
Mebane 
Hillsborough 
Carrboro 

NONAGENCY ST_!TIONS 
Hiles 
Efland 
Oconeechee 

3. That Applicant seeks to use the station buildings at 
Graham, Haw River, Mebane, Hillsborough and Carrboro as it 
deems advisable. 

4. That in addition to the above, the proposed Mobile 
Agency Concept involves the following: 

(a) A central office will be established at BurJ.ington 
and said office will be equipped with a telephonic 
service over which all of its customers in the in
volved area may phone the agency without cost. 

(b) The mobile agent will use a tvo-vay radio equipped 
station wagon containing necessary agency supplies. 
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(c) The mobile agent will be expected to pei:form the 
usual duties of a railroad agent, including checking 
of tracks at each station to determine cars on hand 
for demurrage and other purposes. In addition, he 
will be equipped to collect freight charges if the 
customer so desires, receive orders for empty cars 
and provide answers for any inquiries as to available 
railroad service. 

( d) 

(e) 

The mobile agent will visit the place of 
each of the railroad patrons rather than 
customer come to the agency, as is 
present. 

business of 
having the 
the case at 

The mobile agent will work six 
the present stations are open 
veek. 

days per veek; whereas 
only five days per 

(f) There will be a reduction of agents, but these agents 
are protected by the Brotherhood-Company agreements, 
and if moved a moving expense will be allowed. 

5. That 
operating 
agency. 

the applicant 
expense by the 

will make a monetary savings in 
establishment of this mobile 

6. The proposed implementation of the Mobile Agency 
concept in the Burlington area provides that the mobile 
agent would operate from Burlington tq Graham, thence to Rav 
River and return to the base station at approximately (0:30 
A.H. He will proceed to Carrboro arriving thereat, at 
approximately 2:qo P.M., thence to Hillsborough, and ftebane 
and return to the base station, Burlington, with service 
being provided to the points, Hiles, Efland and oconeechee. 

1. Applicant proposes to close the fixed agency stations 
at the various locations and to substitute therefor a mobile 
agency station, with it maintaining, leasing, or otherwise 
utilizing the involved station buildings. 

8. That the implementation of the mobile agency service 
will result in substantially the same or improved service 
with respect to: (a) there will be no reduction in freight 
train service at any of the involved stations; (b) the agent 
vill call on customers at the customers' places of business; 
(c) three stations previously classified as nonagency 
stations will be upgraded to agency stations and will 
receive agency service; (d) stations now receiving five days 
per veek agency service will receive six days per week 
agency service; (e) toll-free telephone service vill be 
available to customers; and (f) closer coordination between 
local freight train service and the agent for the benefit of 
the shipping and receiving public. 

9. The changes 
proposed and in 

in the 
existing 

present method of operation as 
plant, eguipment, apparatus, 
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facilities and other physical property ought reasonably to 
be made. 

10. That the proposed mobile agency operation 
any way alter or reduce the Dumber or schedule 
serving any of the agency stations affected. 

CONCLUSIONS 

does not in 
of trains 

The Commission concludes that the Southern Railway company 
is enqaged in the operation of a .Privately-owned business; 
that by virtue of the nature of the service it undertakes to 
render, certain exceptional duties are imposed upon it by 
the common law and by statute; that this Commission is 
authoriZed by statute to regulate its rates, service to the 
public, and the safety of its equipment and operating 
practices; and that in other respects, the company has the 
same freedom as does any other corporation in the management 
of its properties and in the employment and assignment of 
the duties of its employees. (See Utilities Commission y. 
J\.J\. 268 N. C. 242). 

We conclude that it is the policy of the state of North 
Carolina, "to provide fair regulation of public utilities in 
the interest of the public, •• to promote adequate, 
economical and efficient utility services ••• and to these 
ends, to vest autho~ity in the Utilities Commission to 
regulate public utilities generally and their rates, 
services and operations, in the manner and in accordance 
with the policies set forth in this chapter",. (G.s. 62-2); 
and that this commission has no authority to regulate or 
impose duties upon a railroad company except insofar as that 
au~hority has been conferred by Chapter 62 of the General 
Statutes, liberally construed to effectuate the policy of 
the state contained therein. 

Every railroad 
adequate, efficient 
G.S. 62-131 (b). 

is mandatorily reqllired 
and reasonable service in 

to furnish 
accord with 

G.S .. 62-118 deals with the "abandonment and reduction of 
service" by railroads and sets forth .the criterion upon 
which this commission shall have the power to authorize such 
abandonment or reduction in service. We conclude that 
"abandonment and reduction 11 in service under this statute, 
contemplates more than the substitution of a mobile agency 
for a particular agent, and that it also encompasses the 
broader •concept -of abandonment or reduction in railroad 
service by trains operating and serving a particular area. 
Re, therefore, conclude that this is not an "abandonment or 
reduction in service 11 as is contemplated by G .. S. 62- f I 8, 
and, therefore, said statute is not determinative in this 
case. We ·also conclude that any inconvenience brought about 
by the approval of the mobile agency plan in this case vill 
be occasional and minimal in comparison vith the savings to 
the railroad and the improvement and extension of service 
contemplated by the plan, and that it is not in the public 
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interest and is not required by chapter 62 of the General 
Statutes that a public utility should waste its manpower or 
other resources vith no substantial resulting benefit to the 
public. (See State ~ ill• Utilities Commission .!• Atlantic 
Coast Line Railroad, 268 N.C. 2Q2). 

The Commission further concludes that approval for the 
implementation of the "Mobile Agency Concept" as applied for 
should be granted, subject to the supervision of this 
Commission; that the present physical station buildings may 
be maintained, leased, occupied or otherwise utilized; that 
as long as Applicant retains ownership of the present 
station buildings it should either maintain them in a 
reasonable state of repair or make appropriate application 
for disposition thereof; that Applicant should advise the 
Commission of its actions in connection with the various 

. involved station buildings, and that the number of mobile 
agencies, telephone lines, and other facilities should keep 
pace with the needs and demands for service. 

G. s. 62-32 (b) provides: 11 The Commission is hereby vested 
with all power necessary to require and compel any public 
utility to provide and furnish to the citizens of this State 
reasonable service of the kind it undertakes to furnish." 
G. s. 62-42 (a) provides: "Whenever the Commission, ••• 
finds ••• (3) That ••• changes in, the existing plant, 
equipment, apparatus, facilities or other physical property 
of any public utility, ••• ought reasonably to be made •• 

the Commission shall enter and serve an order directing 
that such ••• changes shall be made • 11 G. s. 62-30 
provides: "The commission .shall have and exercise such 
general paver and authority to supervise and control the 
public utilities of the State as may be necessary to carry 
out the lavs providing for their regulation, and all such 
other povers and duties as may be necessary or incident to 
the proper discharge of its duties." We conclude that the 
above statutes empower this commission to approve the 
"Mobile Agency Concept" and to supervise its operation with 
the view to ordering such changes, additions and/or 
deletions as may be indicated by cirCumstances from time to 
time. 

G.S. 62-245 deals with the railroads• duty to receive 
forward freight.tendered and provides a penalty for 
unlawful refusal to receive and forward such freight. 
the conclusion of the Commission that such duty to 

and 
the 

It is 
receive 
by the 

Concept 11. 

and forward tendered freight remains unalteced 
approval and implementation of the "Mobile Agency 

The Commission finally concludes that the Mobile Agency 
Concept will be expected to provide all agency services 
heretofore provided by the five fixed agents as vell as 
providing comparable service for the three nonagency 
stations. If at least this level of service is not 
maintained, the Commission will take suCh corrective action 
as the circumstances may warrant. 
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IT IS, THEREFORE, ORDERED AS FOLLOWS: 

I• That the Applicant be, and it is, hereby granted 
approval and authority to initiate·its Mobile Agency Concept 
and Plan in the area and manner hereinabove described, 
effective within thirty (30) days after the effective date 
of this order. 

2. That as long as Applicant retains ownership of the 
station buildings involved in this Mobile Agency concept, it 
should either maintain them in a reasonable state of repair 
or seek appropriate authority to dismantle and remove them. 

3. That the Applicant shall immediately report to the 
Commission any unforeseen problems or difficulties 
concerning any aspect of its mobile agency operation, in the 
event such should occur. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 27th day of February, 1973. 

NORTH C~ROLINA UTILITIES COHMISSION 
Katherine M. Peele, chief Clerk 

DOCKET NO. R-29, SOB J99 

BEFORE THE NORTH CAROL'.rNA UTILITIES COMMISSION 

In the Hatter of 
southern Railway Company - Application for 
Authority to Implement a Mobile Agency 
Concept in the Mocksville, North Carolina, 
Area, and Retire the Station Buildings at 
Mooresville, Huntersville and Woodleaf, 
North Carolina. 

RECOMMENDED 
ORDER 
APPROVING 
APPLICATION 
ON SIX-l'!ONTH 
TRIAL PERIOD 

HEARD IN: courtroom, Mooresville Municipal Building, 
15, 1973, 

BEFORE: 

Mooresville, North Carolina, on May 
at I 1:00 A.H. 

Chairman Harvin R. Wooten, Bearing Commissioner 

APPEARANCES:. 

For the Applicant: 

G. ~lark Crampton 
Joyner and Howison 
Attorneys at Lav 
900 Wachovia Bank Building 
Raleigh, North Carolina 27602 
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For the commission's Staff: 

Maurice W. Horne 
Assistant Commission Attorney 
Ruffin Building, One West Horgan Street 
Raleigh, North Carolina 27602 

For Protestants: 

Joe Gilley, President 
~ooresville Flour Hill, Inc. 
p. a. Box 358, Mooresville, North Carolina 28115 
(Appearing for himself) 

WOOTEN, HEARING COMMISSIONER: On March 8, 1973, Southern 
Rail.way Company (Applicant) filed with the Commission an 
application seeking authority to implement a Mobile Agency 
concept in the Mocksville, North Carolina, area, on a 
permanent basis. The Commission, being of the Opinion that 
the interest of the public was involved, assigned the matter 
for hearing on May 15, (973, by its Order in this docket 
dated March 14, 1973. By the same order, Applicant was 
required to give notice to the public of the time, place and 
purpose of the hearing by having an appropriate notice 
thereof published in newspapers having general circulation 
in the area in which it proposed to provide mobile agency 
service approximately fifteen (15) days prior to Hay 15, 
1973. 

The required notice of publication was 
Commission received a letter of pr6test from 
President, Mooresville Flour Mill, Inc., 
Mooresville, North Carolina 281 (5. 

made and the 
Hr • .Joe Gilley, 

P. o. ~ox 358, 

Hearing in this matter was held at the captioned time and 
place with Applicant being present and represented by 
counsel. one protestant, Hr. Joe· Gilley, appeared for 
himself at the hearing in opposition to Applicant's 
proposal. The Applicant presented the testimony of Mr. T. 
H. Noles, senior Coordinator of Stations and Terminals; Mr. 
Charles N. Loughery, commerce statistician, Hr. G. Max 
swing, Train Master and Hr. Marshall s. Lynch, communication 
and Signal Traffic Engineer. 

Applicant offered Affidavit of Publication by lli 
Charlotte Observer, Charlotte, North Carolina, Davie Counti 
~nte£.E!:ise-RecQrd, Mocksville, North Carolina; and the 
Moore2ville Tribu~, Mooresville, North Carolina. 

Hr. T. H. Noles offered t~stimony as to the Hobile Agency 
concept generally with regard to its applicability to the 
proposed area of service and to his company's experience 
with the Mobile Agency Concept in this State and other 
states. Hr. Noles further testified that the average per 
month total transactions at all of the stations on the 
proposed route, including the base station, were 869 or 39 
per day based on five days per week, and that a transaction 
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was considered either one inbound or one outbound revenue 
car; that the mobile agent will travel approximat.,.ely 94 
miles per day; that toll free telephone service to the base 
station at Hocksville vill be available to its customers 
from each of the involved points served by the Mocksville 
Hobile Agent; that Applicant seeks to retire each of the· 
station buildings at Mooresville, Huntersville and Woodleaf; 
and that there are places on the route where the Hobile 
Agent's radio will not be able to be in contact vith the 
base station, but that the Mobile Agent is required to 
contact the base station by telephone each hour and to 
contact the base station at each station it serves before 
moving on to the next station. 

Mr. Charles N. Loughery offered testimony tending to show 
that the present actual annual cost of operations of the 
Mooresville, Huntersville, and woodleaf, North Carolina, 
agencies were $38,771, with estimated annual cost to operate 
the Mobile Agency Foute to be $17,945, producing estimated 
savings per year in the amount of $20,826. 

Hr. G. Hax Sving offered testimony as to the operation of 
the trains, the condition and proposed disposition of the 
involved station buildings. 

Mr. Marshall s. Lynch offered testimony generally relative 
•to communications concerning the Mobile Agency Concept. His 
testimony tends to show that the base station radio coverage 
extends approximately tvel ve (12) to fifteen ( I 5) miles; 
that the radio receiver at the station at Barber will be 
able to receive information from base station at Mocksville 
and to pass it along to the Hobile Agent, but that portion 
of the route froA near Mooresville south to Huntersville and 
those points of Barium·springs and Troutman the Mobile Agent 
will not be in contact with the base station at Mocksville 
via r·aaio, but only through or by telephone service. 

The entire testimony of all of the witnesses is a matter 
of record in this proceeding. 

Having 
record as 
following 

considered 
a whole, 

all 
the 

of the evidence presented and the 
Hearing Commissioner makes the 

PINDI-NGS OP PACT 

1. That the Applicant, southern Railway Company, is a 
corporation authorized to do business in North Carolina as a 
franchised common carrier by rail, engaged in both 
interstate and intrastate commerce; that with regard to its 
intrastate operations, Applicant is subject to the 
jurisdiction of and regulation by the North Carolina 
Utilities Commission, and that Applicant has properly filed 
its application with this Commission concerning this matter, 
over which this Commission has jurisdiction. 
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2. That Applicant is hereby requesting permanent 
authority to i@plement a mobile agency service in the 
Mocksville, North Carolina, area, to operate from a base 
station at Mocksville and to serve the following agency and 
nonagency stations: 

AGENCY STATIONS 
Mooresville 
Huntersville 
Woodleaf 

NONAGENCY STATIONS 
Cooleemee 
Cooleemee Junction 
Barium Springs 
Troutman 
Ht. Mourne 

Bear Poplar 
Mt. Ulla 
Cornelius 
Caldwell 
Davidson 

3. That Applicant seeks to retire each of the station 
buildings at Mooresville, Huntersville and WOodleaf. 

4. That in addition to the above, the proposed Mobile 
Agency Concept involves the following: 

(a) A central office will be established at Mocksville 
and said office will be equipped with a telephone 
service over which all of its customers in the 
involved area may phone the agency without cost. 

(b) The mobile agent will use a two-way radio equipped 
station wagon containing necessary agency supplies. 

(c) The mobile agent will be expected to perform the 
usual duties of a railroad agent, including checking 
of tracks at each station to determine cars on haDd 
for demurrage and other purposes. In addition, he 
vill be equipped to collect freight charges if the 
customer so desires, receive orders for empty cars 
and provide answers for any inquiries as to available 
railroad service. 

(d) The mobile agent will visit the place of 
each of the railroad patrons rather than 
customer come to the agency, as is 
present. 

business of 
having the 
the case at 

(e) The mobile agent will work five days per week. 

(f) There will be a reduction of. agents, but these agents 
are protected by the Brotherhood-Company agreements, 
and if moved a mo•ing expense will be allowed. 

5. That the 
operating expense 
agency. 

Applicant 
by the 

will make a monetary savings in 
establishment of this mobile 

6. The proposed implementation of the f'tobile Agency 
Concept in the Mocksville area provides that the mobile 
agent would operate from Mocksville at 10: 15 A.H. to 
Roodleaf and return to Mocksville at approximately I 1:15 
A.H. He would depart Mocksville for Barber at f:00 P.H., 
arriving at Barber at 1:20, thence to f'tooresville, thence 



MOBILE AGENCY CONCEPT 531 

Davidson, Cornelius and Huntersville, thence return to the 
base station, Mocksville, with service being provided to the 
other involved points. 

7. Applicant. proposes to 
at the various locations and 
agency station, and to 
buildings. 

close the fixed agency 
to substitute therefor 
retire the involved 

stations 
a mobile 
statiOn 

Sa That the implementation of the mobile agency service 
will result in substantially the same or improved service 
with respect to: (a) there will be no reduction in freig_ht 
train service at any of the involved stations; (b) the agenf 
will call on customers at the customers• place of business·; 
(c) ten stations previously classified as nonagency stations 
will be upgraded to agency stations and will receive agency 
service; (d) stations now /receiving five days per week 
agency service will continue to receive five days per week 
agency service; (e) toll.-free telephone service will be 
available to customers; and (f) closer coordination between 
local freight train service and the agent for the benefit of 
the shipping and receiving public. 

9. The changes in the present method of operation as 
proposed ought reasonably to be made on a six (6) months' 
trial period, and A:pplicant shall not retire and remove ·its 
station buildings at Mooresville, Huntersville and Woodleaf 
until furt.her order of the commission. 

10. That the proposed mobile agency operation does not in 
any way alter or reduce the number or schedule of trains 
serving ,any of the agency stations affected. 

CONCLUSIONS 

The Commission .concludes that the Southern Railway company 
is engaged in the operation of a privately-owned business; 
that by virtue of the nature of the service it undertakes to 
render, certain exceptional duties are imposed upon it by 
the common law and by statute; that this Commission is 
authorized by statute ta regulate its rates, service to the 
public, and- the safety of its equipment and operating 
practices; and that in other respects, the company has the 
same freedom as does· any other corporation in the managemen.t 
of its properties and in the employment and assignment of 
the duties of its employees. (See Utilitie§ Commission y • 
.!!•.!!• 268 N.C. 2q2J. 

Re conclude that it is the policy of the State of North 
Carolina, 11 to provide fair regulation of public utilities in 
the interest of the public, • e to proll)ote adequate, 
economical and efficient utility services ••• and to these 
ends, to vest authority in the Utilities commission to 
regulate public utilities generally and their rates, 
services and operations, in the man-ner and in accordance 
with the policies set forth in this chapter 11

, (G.S. 62-2); 
and that this Commission has no authority to regulate or 
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impose duties upon a railroad company except insofar as that 
authority has been conferred by Chapter 62 of the General 
Statutes, liberally construed to effectuate the policy of 
the State contained therein. 

Every railroad 
adequate, efficient 
G.S. 62-131 (b) • 

is mandatorily reguired 
and reasonable service in 

to furnish 
accord with 

G. s. 62-118 deals vi th the "abandonment and reduction of 
service" by railroads and sets forth the criterion upon 
vhich this Commission shall have the power to authorize such 
abandonment or reduction in serYice. He conclude that 
"abandonment and reduction" in service under this statllte, 
contemplates more than the substitution of a mobile agency 
fo~ a particular area. we, therefore, conclude that this is 
not an "abandonment or reduction in service 11 as is 
contemplated by G.s. 62-118, and, therefore, said statute is 
not determinative in this case. We also conclude that any 
inconvenience brought about by the approval of the mobile 
agency plan on a six months' trial period in this case will 
be occasional and minimal in comparison with the savings to 
the railroad and the improvement and extension of service 
contemplated by the plan, and that it is not in the public 
interest and is not required by Chapter 62 of the General 
StatUtes that a public utility should waste its manpower or 
other resources with no su·bstantial resulting benefi,t to the 
public. (See State .§..! £.tl. Utilities Commission y. Atlantic 
Coast Line Railroad, 268 N.C. 242). 

The commission further concludes that approval for the 
implementation of the 11 !1obile Agency concept" as applied for 
should be granted, on a six-month trial period, subject to 
the supervision of this Commission; that during this six
month trial period, Applicant should close, but not retire, 
the present station buildings and to maintain them in a 
reasonable state of repair pending further order of the 
Commission; that Applicant should advise the Commission of 
any problems occurring in connection with the operations of 
this mobile agency during this six-month trial period and 
its facilities should keep pace with the needs and demands 
for service. 

G. S. 62- 32 (b) provides: "The Commission is hereby vested 
vith all paver necessary to require and compel any public 
utility to provide and furnish to the citizens of this state 
reasonable service of the kind it undertakes to furnish." 
G. s. 62-42 (a) provides: "Whenever the Commission, ••• 
finds ••• (3) That ••• changes in, the existing plant, 
equipment, apparatus, facilities or other physical property 
of any public utility, ••• ought reasonably to be made •• 

the Commission shall enter and serve an order directing 
that such ••• changes shall be made • 11 G. S. 62-30 
provides: "The Commission shall have and exercise such 
general paver and authority to supervise and control the 
public utilities of the State as may be necessary to carry 
out the lavs providing for their regulation, and all such 
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other powers and duties as may be necessary or incident to 
the proper discharge of its duties. 11 We conclude that the 
aboYe statutes empower this Commission to approve the 
"Mobile Agency Concept" on a six-month trial period and to 
supervise its operation vith the •iew to ordering such 
changes., additions and/or deletions as may be indicated by 
circumstances. 

G~S• 62-245 deals with the railroads' duty to receive 
forward freight tendered and proYides a penalty for 
unlawful refusal to receive and forward such freight. 
the conclusion of the Commission that such duty to 

and 
the 

It is 
receive 
by the 

Concept" 
and forward tendered freight remains unaltered 
approval and implementation of the "Mobile Agency 
on a six-month trial period. 

The commission further concludes that the Mobile Agency 
Concept vill be expected to provide all agency services 
heretofore provided by the three fixed agents as vell as 
providing comparable service for the ten nonagency stations. 
If at least this level of service is not maintained, the 
Commission vill take such corrective action as the 
circumstances may warrant and consider extending the trial 
period. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

1. That subject to ·further order of this Commission, the 
Applicant be, and it is, hereby granted approval and 
authority to initiate its Mobile Agency Concept and Plan on 
a six-month trial period in the area and manner hereinabove 
described, effectiYe within thirty (30) days after the 
effective date of this order. 

2. That Applicant shall not retire and remove the 
station buildings involved in this Mobile Agency Concept 
during this six-month trial period, but should maintain them 
in a reasonable state of repair pending further order of the 
Commission. 

3. That said 11 Mobile Agency" operation shall be in 
accord with the Applicant's proposal and as above described 
and shall be subject to supervision, inspection and 
investigation by the Commission and its staff, pending 
further and/or interim orders by the Commission. 

4. That Applicant shall file a report with this 
Commission which shall include all data accumulated by it on 
its mobile agency operation, within fifteen (15) days after 
its mobile agency has been in operation for a period of six 
(6) calendar months, upon the receipt of which the 
commission will consider same, and take appropriate action. 

5. That the Applicant shall immediately report to the 
Commission any unforeseen problems or difficulties 
concerning any aspect of its mobile agency operation~ in the 
event such should occur. 
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ISSUED BY ORDER OP THE COMMISSION. 

This the 25th day of Kay, (973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

DOCKET NO. R-29, SUB 200 

BEFORE THE NORTH CAROLINA UTILITIES COKRISSION 

In the Hatter of 
southern Railway Company - Application for 
·Authority to Implement a Mobile Agency 
concept in the Belmont, North Carolina, 
Area, and Dispose of the Station Buildings 
at China Grove, Landis and Kings Mountain, 
Nocth Carolina. 

RECOMMENDED 
ORDER 
APPROVING 
APPLICATION 
ON SIX-MONTH 
TRIAL PERIOD 

HEARD IN: 

BEFORE: 

APPEARANCES: 

Courtroom, Mooresville Municipal Building, 
Mooresville, North Carolina, on May 15, 1973, 
at 2:00 P.M. and city Council Chambers, City 
Hall, Kings Mountain, North Carolina on Hay 16, 
(973, at 9:30 A.H. 

Chairman Marvin R. Wooten, Hearing Commissioner 

For the Applicant: 

G. Clark Crampton 
Joyner and Howison 
Attorneys at Lav 
900 Wachovia Bank Building 
Raleigh, North caro.lina 27602 

For ·the Commission •s Staff: 

~aurice W. Horne 
Assistant co·mn,,ission Attorney 
Ruffin Building 
One West Horgan Street 
Raleigh, North Carolina 27602 

No Protestants. 

WOOTEN, HEARING COftMISSIONER: On ttarch 8, j973, Southern 
Railway Company (Applicant) filed vith the commission an 

.application seeking authority to implement a Mobile Agency 
Concept in the Belmont, North Carolina, area, on a permanent 
basis. The Commission, being of the opinion that the 
interest of the public vas involved, assigned the matter for 
hearing on May 15 and 16, 1973, by its Order in this docket 
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dated March 14, 1973. By the same Order, Applicant vas 
required to give notice to the public of the time, place and 
purpose of the hearings by having an appropriate· notice 
thereof published in newspapers having general circulation 
in the area in vhi~h it proposed to provide mobile agency 
service approximately fifteen (15) days prior to May 15,_ 
(973. 

The Commission did not receive any protests as a result of 
the required notice being published. 

Hearing in this matter vas held at the captioned time and 
place with Applicant being present and represented by 
counsel. There vere no Protestants. The Applicant 
presented the testimony of Mr. T. H. Noles, Senior 
Coordinator of Stations and Terminals; Hr. Charles N. 
Loughery, Commerce Statistician; Mr. C. A'~ Stephenson, Jr., 
Train Master and Mr. Marshall s. Lynch, communication and 
Signal Traffic Engineer. 

Applicant offered Affidavit of Publication by The 
Charlotte Observer, Charlotte, North Carolina; south ~ 
Times, China Grove, North Carolina; the Kings Mountain 
Eerald, Kings Mountain, North Carolina; and the Belmont 
Banner, Belmont, North Carolina. 

Mr. T. H •. Nol.es offered testimony as to the Mobile Agency 
Concept generally with regard to its applicability to the 
p·roposed area of service and to his company's experience 
with the Mobile Agency Concept in this State and other 
states. Mr. Noles further testified that the average per 
month total transactions at all of the stations on the 
proposed route, including the base station, were 382 or 18 
per day based on five days per week, and that a transaction 
was considered either one inbound or one outbound revenue 
car; that the mobile agent will travel approximately 140 
miles per day; that .toll free telephone service to the base 
station at Belmont will be available to its customers from 
each of the involved points served by the Belmont Mobile 
Agent; that Applicant seeks to retire and remove the station 
building at China Grove.and the Cities of Landis and Kings 
Mountain to get the station buildings at these respective 
places, and that the Mobile Agent's radio will be able to be 
in contact with the ba:se station a•t all times due to the 
microwave system. · 

Mr. Charles N. Loughery offered tes~imony tending to show 
that the present actual annual cost of operations of the 
Kings Hountain and China Grove, North Carolina, agencies 
were $37,135, with estimated annual,'' cost to operate the 
Mobile Agency Route 'to be $18,580, producing estimated 
savings per year in the amount of $18,555. 

l1r. C. A. 
operation of 
disposition of 

Stephenson, 
the trains, 
the in VO l ved 

Jr., offered testimony 
the condition and 

station buildings. 

as to the 
proposed 
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ftr. Marshall s. Lynch offered testimony generally relative 
to communications concerning the Mobile Agency concept. His 
testimony tends to show that vith the microwave system, the 
base station of Belmont will be able to be in constant radio 
contact with the mobile agent at any point on this route. 

The entire testimony of all of the witnesses is a matter 
of record in this proceeding. 

Having 
record as 
following 

considered 
a whole,. 

all 
the 

of the evidence presented and the 
Hearing Commissioner makes the 

FINDINGS OF FACT 

I• That the Applicant,. southern Railway Company, is a 
corporation authorized to do business in North Carolina as a 
franchised common carrier by rail, engaged in both 
interstate and intrastate commerce; that with regard to its 
intrastate operations, Applicant is subject to the 
jurisdiction of, and regulation by the North Carolina 
Utilities Commission, and that Applicant has properly filed 
its application vith this Commission concerning this matter, 
over which this Commission has jurisdiction. 

2. That Applicant is hereby requesting per~anent 
authority to implement a mobile agency service in the 
Belmont, North Carolina, area, to operate from a base 
station at Belmont and to serve the following agency and 
nonagency stations-: 

AGENCY STATIONS 
Kings Mountain 
Landis 
china Grove 

NONAGENCY STATIONS 
Bessemer City 

3. That •Applicant seeks to retire and remove the. station 
building at China Grove, and to arrange for the Cities of 
Landis and Kings Mountain to get the station buildings at 
these respective places. 

4. That in addition to the above, the proposed Hobile 
Agency concept involves the following: 

(a) A central office will be established at Belmont and 
said office will be equipped with a telephone service 
over which all of its customers in the involved area 
may phone the agency without cost. 

(b) The mobile agent will use a tvo-vay radio equipped 
station wagon containing necessary agency supplies. 

(c) The mobile agent will be expected to perform the 
usual duties of a railroad agent, including checking 
of tracks at each station to determine cars on hand 
for demurrage and other purposes. In addition, he 
will be equipped to collect freight charges if the 
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customer so desires, receive orders for empty cars 
ana provide answers for any inquiries as to availabl~ 
railroad service. 

(d) The mobile agent will visit the place of 
each of the railroad patrons rather than 
customer come to the agency, as is 
present. 

business of 
having the 
the case at 

(e) The mobile agent will work five days per week. 

(f) There will be a reduction of agents, but these agents 
are protected by ,the Brotberhood-Company agreements, 
and if moved a moving expense will be allowed. 

5. That 
opera ting 
agency. 

the Applicant 
expense by the 

will make a monetary savings in 
establishment of this mobile 

6. The proposed implementation of the Mobile Agency 
Concept in the Belmont area provides that the mobile agent 
vould go on duty and depart from Kings Mountain at 9:30 
A.H., depart Bessemer City approximately 10:00 A.H., depart 
Belmont 11:00 A.H., arriving at Kannapolis at 11:50 A.t-1., 
departing Kannapolis at 1:00 P.H., departing China Grove 
I :55 P.M. and returning to Belmont at approximately 2:45 
P~~- He would depart Belmont at 4:00 P.H., arriving at 
Kings Mountain at 4:30 P.H., and off duty at 5:00 P.H., with 
service being provided to Bessemer city. 

7. Applicant proposes to close the fixed agency 
at the various locations and to substitute therefor 
agency station; to retire the station building 
Grove, with the Cities of Landis and Kings Hountain 
the station buildings at these respective places. 

stations 
a mobile 
at China 
getting 

8. That the implementation of the mobile agency service 
will result in substantially the same or improved service 
with respect to: (a} there will be -no reduction in freight 
train service at any of the involved stations; (b) the agent 
will call on customers at the custo~ers• places of business; 
(c} one station previously classified as nonagency station 
will be upgraded to an agency station and will receive 
agency service; (d) stations nov receiving five days per 
week agency service will continue to receive five day per 
week agency service; (e} toll-free telephone service will be 
available to customers; and (f} closer coordination between 
local freight train service and thg agent for the benefit of 
the shioping ~nd receiving public. 

9. The changes in the present method of operation as 
proposed ought reasonably to be made on a six (6) months' 
trial pPriod, and Applicant shall not retire, remove or 
dispose of its station buildings at China Grove, Landis and 
Kings Mountain until further order of the Commission. 
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10. That the proposed mobi'le agency operation 
any way alter ot reduce the number or schedule 
serving any of the agency stations affected. 

CONCLUSIONS 

does not in 
of trains 

The Commission concludes that the southern Railway Company 
is gngaged in the op~ration of a privately-owned business; 
that by virtue of thq nature of the service it undertakes to 
render, cert3in exceptional duties are imposed upon it by 
the common law and by statute; that this Commission is 
authorized by statute to regulate its rates, service to the 
public, and the safety ·of its equipment and operating 
practices; and that in other respects, the company has the 
same freedom as 1oes any other corporation in the management 
of its properties and in the employment and assignment of 
th~ duties of its employees. (See Utilities Commission .!· 
JhJh 268 N.C. 242). 

we conclude that it is ·the policy of the- State of North 
Carolina, "to provide fair regulation of public utilities in 
the interest of the public, •• to promote adequate, 
economical an<l efficient util_ity services ••• and to these 
ends, to vest authority in the Utilities Commission to 
regulate puhliC utiiities generally and their r·ates, 
services and operations, in the manner and in accordance 
vtth the policies set forth in this chapter", (G.s. 62-2); 
and that this Commission bas no authority to regulate or 
impose duties upon a railroad company except insofar as that 
~uthority has been conferred by Chapter 62 of the General 
Statutes, liberally construed to effectuate the policy of 
the State contained therein. 

Every railroad is mandatorily required to furnish 
adequate, efficient and reasonable service in accord with 
G.S. 62-131 (b). 

G.S. 62-118 deals with the 11 aba_ndonment and reduction of 
service" by· railroads an·d sets forth the criterion upon 
which this commission shall have the paver to authorize such 
abandonment or reduction in service. We conclude that 
"abandonment and reduction" in service under this-statute, 
contemplates ~ore than the sllhstitution of a mobile agency 
for a particulax: area. We, therefore, conclude that this is 
not an "abandonment or reduction in service" as is 
conte111p_lated by G.s." 62--118, and, therefore, said statute i's 
not determinative in this. case. We also conclude that any 
incon,venience brought about by the approval of t~e mobile 
agency plan in this case will be occasional and minimal in 
comparison vitb the savings to the railroad and the 
improvement and extension of service contemplated by the 
plan, and that it is not in the pu_blic interest and is not 
required by Chapter 62 of .the General Statutes that a public 
utility should vaste its manpower Or o·ther resources vith no 
substantial resulting benefit to the public. (See Stat~ .§:!: 
~- Utilities Commission!• ill&.!ltic £Qlli Line Railroad, 
268 N.C. 242). 
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The Commission further concludes that approval for the 
implementation of the 11 Mobile Agency concept" as applied for 
should be granted, on a six-month trial period, subject to 
the supervision of this commission; that during this six
month trial period, Applicant should close, but not retire 
or otherwise dispose of the present station buildings, and 
that Applicant should maintain said station buildings in a 
re~sonable state of repair pending further order of the 
Commission; that Applicant should advise the Commission of 
any problems occurririg in connection with the operations of 
this mobile agency during this six-month tri3l period and 
its facilities should keep pace with the needs and demands· 
for service. 

G. s. 62-32 (b) provide.s: "The Commission is hereby vested 
vith all paver necessary 'to require and com~el any public 
utility to provide and furnish to the citizens of this State 
reasonable service of the kind it undertakes to furnish." 
G. S. 62-42 (a) provides: "Whenever the Commission, ••• 
finds ••• (3) That ••• changes in, the existing plant, 
equip~ent, ap~aratus, facilities or other phvsical property 
of any public utility, ••• ought reasonably to be made •• 

the Commission shall enter and serve ~n order directing 
that such • • • ch~nges shall be made. 11 G.S. 62-30 
provides: 11 The Commission shall have and exercise such 
general po.ver and authority to supervise and control the 
public utilities of the State as may be necessary to carry 
out the laws providing for their regulation, and all such 
othP.r powers and duties as may be necessary or incident to 
the proper discharge Of its duties." He conclude that the 
above statutes empower this Commission to approve the 
11 Hobile Agency Conce'Pt" on a six-month trial period and to 
supervise its operation with the view to ordering such 
changes, additions and/or deletions as may be indicated by 
circumstances. 

G.S. 62-2Q5 deals with the railroads' duty to receive 
forward freig~t tendered and provides a penalty for 
unlawful refusal to receive and forward such freight. 
the conclusion of the Commission that such duty to 

and 
the 

It is 
receive 
by the 

concept" 
and torward tendered freight remains unaltered 
approval and impleme:ntation of the "Mobile Agency 
on a six-month trial period. 

The commission further concludes that the Hobile Agency 
Concept will be expected to provide all agency services 
heretofore provided by the three fixed agents as well as 
providing comparable service for the one nonagency station. 
If at least this level of service is not maintained, the 
Commission will take such corrective action as the 
circumstances may warrant and consider extending the trial 
period. 

IT rs, THEREFORE, ORDERED AS FOLLOWS: 

I• That subject to further order of this Commission, the 
Apn.licant be, and it is, hereby granted approval and 
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authority to initiate its Mobile Agency Concept and Plan on 
a six-month trial period in the area and manner hereinabove 
described, effective within thirty (30) days after the 
effective date of this order. 

2. That Applicant shall not retire, remove or otherwise 
dispose of the station buildings -involved in this Mobile 
Agency Concept during this six-month trial period, but 
should maintain them in a reasonable state of repair pending 
further order of the Commission. 

3. That said 11 Mobile Agency" operation shall be in 
accord vith the Ap~licant•s proposal and as above described 
and shall be subject to supervision, inspection and 
investigation by the commission and its staff, pending 
further and/or interim orders by the Commission. 

4. That Applicant shall file a report with this 
Commission which shall include all data accumulated by it on 
its mobile agency operation, within fifteen (15) days after 
its mobile agency has been in operation for a period of six 
(6) calendar months, upon the receipt of which the 
commission will consider same, and take appropriate action. 

5. .That the Applicant shall immediately report to the 
Commission any unforeseen problems or difficulties 
concerning any aspect of its mobile agency operation, in the 
event such should occur. 

ISSUED BY OIIDER OF THE COMHISSION. 

This the 25th day of May, 1973. 

NORTH CAROLINA UTILITIES COMtHSSION 
Katherine H. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. P-7, SUB 481 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Town of Battleboro, North Carolina, 

Complainant 

vs. 

Carolina Telephone and Telegraph 
Company, Tarboro, North Carolina 

Defendant 
Respondent 

) 
) 
) 
) 
) FIN AL 
) OFDER 
) 
) 
) 
) 
) 



HEARD IN: 

BEFORE: 

APPEARANCES: 

COMPLAINTS 

The Battleboro Community 
Battleboro, North Carolina, 
at I 0:00 A. M. 

541 

House, Main Street, 
on July 28, 1970, 

The Commission Hearing Room, Ruffin Building, 
Raleigh, North Carolina, on Novembei 16, 1971, 
and October 25-26, 1972 (Docket No. P-7, sub 
529) 

Chairman Harry T. Westcott ·(Presiding), and 
Commissioners Marvin _R. Wooten and Miles H. 
Rhyne 

Chairman Harry T. Westcott (Presiding} , 
Commissioners John w. McDeVitt, Marvin R. 
Rooten, Miles Rhyne and Hugh A. Wells on 
November 16, 1971 (Docket No. P-7, sub 529) 

Chairman Marvin R. Wooten (Presiding), 
Commissioners John W. l'lcDev.itt, Miles H. Rhyne 
and Bugh A. Wells on October 25-26, 1972 
(Docket No. P-7, Sub 529) 

For the Complainant: 

George A. Goodwyn, Esquire 
Fountain & Goodwyn 
Attorneys at Lav 
102 East st. James Street 
Tarboro, North Carolina 
For: Town of Battleboro 

For the Respondent: 

William w. Aycock, Jr., Esquire 
Taylor, Brinson & AycoCk 
Attorneys at Lav 
P. o. Box 308, Tarboro, North Carolina 27885 
For: Carolina Telephone and Telegraph Company 

R. c. Howison, Jr., Esquire 
Jovner & Howison 
P. ·o. Box 109, Raleigh, North Carolina 27602 
For: Carolina Teleuhone and Teleqraph Company 

(Docket No. P-7, sub 529) 

Herbert H. Taylor, Jr., Esquire 
Taylor, Brinson & Aycock 
P. O. Box 308, Tarboro, North Carolina 27886 
For: Carolina Telephone and Telegraph Company 

(Docket No. P-7, sub 529) 
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For the Intervenors: 

George A. Goodwyn, Esquire 
Fountain & Goodwyn 
I 02 East St •. James street. 
Tarboro, North Carolina 27886 
For: Town of Battleboro 

(Docket No. P-7, Sub 529) 

For the Commission staff: 

Maurice w. Horne, Esquire 
Assistant Commission Attorney 
Ruffin Building 
Faleigh, North Carolina 27602 

(Docket Nos. P-7, Sub 481 and P-7, Sub 529) 

BY THE COMHISSION. This proceedings was the subject of an 
Interim Order dated June 24, 197(. That order effectively 
and appropriately reviews the background of the case and the 
events leading up to the Interim order, and it is therefore 
unneccessary to repeat that information here. 

As indicated in said Interim Order, this docket was 
open for further Order preceding the cutcome of 
proceedings in Docket No. P-7, Sub 529. Hearings in 
docket have nov been concluded, briefs filed, and 
matter is awaiting Commission decision. 

left 
the 

that 
that 

The Tovn of Battleboro 1 s complaint vas further considered 
in and consolidated fo~ hearing with Docket No. P-7, Sub 
529. Further evidence was presented in that docket which 
bears upon Battleboro's complaint. 

Based upon the entire record in this docket, and in Docket 
No. P-7, Sub 529, the Commission makes the following 

FINDINGS OF FACT 

1. The Town of Battleboro, North Carolina, is located 
within the certificated territory served by Carolina 
Telephone and Telegraph company and lies approximately five 
miles north of Rocky Mount, North Carolina, and is a part of 
the Rocky Mount Telephone Exchange. Carolina serves 
approximately 237 subscribers who receive their services 
over 9~ working cable pairs in Battleboro and surrounding 
areas, and no multi-party (in excess of ij-party) service is 
offered. 

2. The Town of Rhitakers is located approximately 10 
miles north of Rotky Mount, North Carolina (near 
Battleboro), and has a separate exchange with toll-free 
calling privileges with the Rocky Mount Exchange of which 
Battleboro is a part. 

3. With respect to Battleboro, the 1960 census reflects 
a population of 364 and the f970 census reflects a 
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population 
figure for 
subscribers 
Whitakers. 

figure for Battleboro of 628. The 1.970 census 
Whitakers is 856. There are approximately 237 

in the Battleboro area ana 291 subscribers in 

4. By comparison of the Battleboro and ~hitakers areas, 
0
if Battleboro had a separate exchange, it would have a Base 
Fate Area, resulting in the elimination of mileage or zone 
chai:ges. 

5. The rates and charges within the 
Area are the same as those rates and 
vithin the Rocky Mount Base Rate Area. 

Whitakers Base Rate 
charges applicable 

6. Carolina has 2 I so-called "special rate areas", 
inclurling B~ttleboro. ·'l'hese "special tate areas" have been 
created through the years to meet specific and special 
situations from time to time without reference to Carolina's 
overall rate structure, which has resulted in rates that are 
not just and reasonable in some instances. 

7. Carolina has on fiie with this Commission in addition 
to tariffs establishing a number of "special rate areas", 
tariffs which establish differing mileage and zone rate 
charges, which have been developed through the years without 
reference to its overall rate design and structure, which 
has resulted in certain inequities as between subscribers in 
the various exchanges and between exchanges. Said tariffs 
provi~e for more than one base rate area within an exchange 
and Batt_leboro compares favorably with other areas served by 
Carolina in which no zon·e or mileage charges are applicable. 

a. The zone 
Commission which 
Battleboro rate 
discriminatory. 

rates and charges on 
establish special zone 
area are unjust, 

file with 
rates for 

unreasonable 

the 
the 
and 

Based upon the foregoing Pindings of Pact, the Commission 
makes the following 

The following 
Carolina Telephone 
the Commission: 

CONCLUSIONS 

definitions appear in the 
and Telegraph company nov on 

tariffs of 
file with 

EXCHANGE: A central office or group of central offices, 
together with the subscribers• stations and lines 
connected thereto, forming a local system furnishing 
means of telephonic intercommunication without toll 
charges between subscribers within a specified area, 
usually a single city, to~n or village. 

When an exchange includes only one central 
office, it is termed a single office exchange, but 
when it includes more than one central office, the 
exchange is termed a multi-office exchange. 
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EXCHANGE AREA: 
undertakes 
exchange. 

TELEPHONE 

The area in which the Telephone ·company 
to provide service from one specific 

EXCHANGE SERVICE: The general telephone service rendered 
in accordance with individual Local Exchange Tariffs 
and General Exchange Tariff provisions. Exchange 
service is a general term describing as a whole, the 
facilities provided for local intercommunication at 
charges in accordance with the provisions of the 
Local or General Exchange Tariffs. 

BASE RATE AR8A: A specific section of an exchange area 
within which primary classes of service are available 
without extra exchange line mileage charges. 

CENTRAL OFFICE: A central office is an operating svitch
~ng unit by means of which telephonic communication 
1s established between stations connected to such 
office. 

LOCAL SERVICE: The privilege of intercommunication within 
a local service area. (See 11 Exchange service".) 

LOCAL SERVICE AREA: The area within which telephone ser
vice is furnished· subscribers under a specific 
schedule of exchange rates and without toll charges. 
A local service area may include one or more exchange 
areas. 

Whether Battleboro has its own dial office like many other 
small towns in North Carolina is not pertinent in the 
consideration of whether or not Battleboro should have its 
own Base Rate Area. The tariffs of Carolina provide that 
more than one Base Rate Area may te established in an 
exchange and that a Base Rate Area should consist ·of those 
sections within which the Telephone Company will furnish any 
primary class of service at rates common to all applicants 
and without the assessment ·of any charges based on distance, 
and further that the Base Rate Area should be restricted to 
the developed section of the community within which the 
application of an average rate vill not result in 
unreasonable discrimination through difference in cost. 
Although Whitakers and Battleboro are similar areas in 
nature, Battleboro subscribers original,ly (prior to the 
Commission's Interim Order dated June 24, )971, in Docket 
No. P-7, sub 481) ver~ paying $9.00 more for individual line 
service than subscribers at Whitakers, although Whitakers is 
tvice as far from Rocky. Mount as Battleboro. Battleboro 
subscribers are being charged discriminatory rates in that 
those subscribers do hot have a ~ate Base Area and are, 
therefore, required to pay additional charges based on 
distance for the service they receive whereas a comparison 
of Whitakers and Battleboro clearly indicates the rates for 
Battleboro should be substantially reduced by allowing 
Battleboro subscribers to have their ovn exchange. 
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In our Order of aune 24, 1971, in Docket No. P-7, sub 481, 
ve required that the docket be contintied and remain open and 
active for such further action by the Commission as it might 

,deem appropriate pending action in the instant docket. We 
have reconsidered our action in that complaint proceeding 
vith respect to Battleboro, wherein ve concluded that a 25% 
reduction should be made on an interim basis pending action 
in this docket, and ve now find that in order to remove the 
discriminations that exist with respect to the Battleboro 
subscribers, and to require Carolina Telephone and Telegraph 
Company to comply with its tariff proYisions on file with 
the Commission, Carolina should file vithin thirty (30) days 
of the date of this Order a map and tariff to include the 
entire Battleboro Special zone Rate Area plus an area 1,000 
feet wide on each side of the center of U. s. Highway 
(business) 1301 between the present Rocky Mount base rate 
area and the Battleboro Special Zone Rate Area, as a part of 
the Rocky Mount Exchange Base Rate Area, same to be 
effective within sixty (60) days of the date of this order. 

IT IS, THEREFORE, ORDERED THAT: 

Carolina Telephone and Telegraph company shall file within 
thirty (30) days of the aa·te of this Order a map and tariff 
to include the entire Battleboro Special Zone Rate Area plns 
an area 1,000 feet wide on each side of the center of u. s. 
Highway (business) t30 I· between the present Rocky Mount base 
rate area and the Battleboro special zone Rate Area, as a 
part of the Rocky ftount Exchange Base Rate Area, same to be 
effective within sixty (60) days of the date of this Order. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 20th day of June, (973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

DOCKET NO. F-29, SOB 8~ 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Petition of Hr. E. A. Friddle and others ) 

) 
complain ants ) 

) RECOKKEHDED 
vs. ) ORDER CHANGING 

) BOUNDARY LINE 
Lee Telephone Company and Southern Bell ) 
Telephone and Telegraph Company ) 

) 
Defendants ) 
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BEARD IN: 

BEFORE: 

APPEARANCES: 

TELEPHONE 

The Commission Hearing Room, One West Morgan 
street, on October 24, I 972, at 10:00 A.H. 

commissioners Hugh A. Wells (Presiding), John 
w. KcDevitt and Kiles H. Rhyne 

For the• Complainants-Petitioners: 

J. Ruffin Bailey, Esquire 
Bailey, Dixon, Wooten & McDonald 
Attorneys at Lav 
P. o. Box 2246, Raleigh, North Carolina 27602 

For the Defendants: 

R. c. Howison, Jr., Esquire 
Joyner & Howison . 
Attorneys at Lav 
Wachovia Bank Building 
Raleigh, North Carolina 27602 

For: southern Bell Telephone and 
Telegraph Company 

F. Kent Burns, Esquire 
Boyce, Kitchell, Burns & Smith 
Attorneys at Lav 
Box 1406, Raleigh, North Carolina 27602 

For: Lee Telephone Company 

For the Commission Staff: 

Edvard B. Hipp 
Commission Attorney 
2(7 Ruffin Building 
Raleigh, North Carolina 27602 

WELLS, con8ISSIONER. This matter came on for hearing 
before Division III of the commission, consisting of 
Commissioners Wells (Presiding), HcDevitt and Rhyne (nov 
retired). The matter arose upon the Petition of a number of 
residents of a small section.of Rockingham County near the 
Guilford county line, who seek an order of the Commission 
restructuring the franchise boundary line between Lee 
Telephone Company and southern Bell Telephone and Telegraph 
company, · so as to enable them to receive Bell service from 
the Summerfield Exchange, located near the Guilford county -
Rockingham county line, as opposed to their receiving 
service from the Lee-Madison Exchange in Rockingham county. 

Upon receipt of the Petition, it was served upon Lee and 
Bell as a complaint filing pursuant to the provisions of 
North Carolina Utilities Commission Rule Rt-9. In apt time, 
both Lee and Bell answered denying any obligation or 
disposition to afford the relief petitioned for, whereupon 
Petitioners requested to be heard. By Order of July 12, 
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(972, the commission set the matter for hearing and in said 
Order provided for all parties to present evidence in 
support of or opposition to the proposed chan9e in the 
franchise boundary line. 

Testifying for Petitioners were E. A. Friddle and 12 oth~r 
residents. of the area in question. Testifying for Lee was 
I. L. Grogan, Division Manager of Lee Telephone Company. 
Testifying for Bell was George L. Selden, State Forecast and 
Rate supervisor for Southern Bell Telephone and Telegraph 
Company in its North Carolina operations. All parties 
presented certain maps and exhibits illustrating the 
boundary li_nes of the two telephone exchanges involved in 
this proceeding, and the location of Petitioners and other 
subscribers in relation to telephone service facilities in 
the area in question. 

THE EVIDENCE 

A brief recapitulation of the record in this docket, and a 
review of the Commission's official files, and the 
Commission's Orders of February 22, 1951, in Docket No. P-
55, Sub 8 and of March i7, 1949, in Docket No. 4288, vill 
show the salient facts to be as follows: 

Lee's Madison Exchange abuts the Bell Summerfield Exchange 
generally to the north, but the configuration of the 
boundary between the tvo exchanges follows no orderly 
pattern, cutting· arbitrarily across open country and public 
roads in a markedly zig-zag pattern.. The record is bare as 
to the background of the determination of the Madison 
Exchange boundary limits and all the evidence in this record 
bearing upon this point is limited to the manner in which 
the Summerfield Exchange boundary vas shaped. 

The result of·the configuration alluded to above is that 
Lee's Madison Exchange takes a deep dip out of the east-west 
progression of the Summerfield.Exchange boundary line in the 
immediate vicinity vhere the Petitioners reside, and to 
their immediate east and vest, the Summerfield Exchange juts 
sharply into the east-vest projection of the Madison 
Exchange boundary. The Summerfield Exchange extends into 
considerable areas in Rockingham county, but at no point 
does the Madison Exchange e~tend .into Guilford County. 

As a part of its evidence in this docket, Bell filed its 
Eleventh Revised Sheet of the Summerfield Exchange (Bell 
Exhibit 2), the effective date of said revisal being October 
6, 1968, which exhibit clearly reflects the above referred 
to boundary configuration. N_one of the witnesses in this 
docket were able to precisely recall the manner in which 
Bell's Summerfield Exchange boundaries were fixed.. eell 1-s 
Witness Selden testified that it vas his recollection that 
Bell representatives met and talked with some residents in 
the Summerfield area at the time the original exchange 
boundary was being considered and formulated, but his 
testimony was inconclusive as to whether or not the boundary 
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vas established by Commission order or as a result of a 
public hearing. A review of Dockets P-55, Sub 8 and 4288 
reveals that as a result of Commission action, Central 
Carolina Telephone Company service in the Summerfield area 
was replaced by Bell service in 1951- The Commission's 
Order in Docket P-55, Sub 8 constituted Bell's certificate 
to serve the area. The records in Docket 4288 show that on 
the vest and north, the old Central Carolina Summerfield 
Exchange boundary was coterminous with the Forsyth and 
Rockingham county lines, Central Carolina's service not 
extending at any point into Rockingham county. Prior to the 
Commission's Order of February 22, 1951, by letter dated 
December 21, 1950, Bell filed vith the commission its 
proposed Summerfield Exchange service Area Map, which map 
shows deviations of the Exchange boundary into Rockingham 
co~nty in three separate small areas. There is nothing in 
the Commission's files to indicate the background or reasons 
for these deviations. The commission•s Order in Docket No. 
P-55, Sub 8 does not deal vith the boundary map per se, and 
the official file in said docket reflects that the service 
area map filed by Bell was routinely processed and approved. 
The Exchange Service Area Hap (Bell Exhibit 2) filed in this 
docket shows that in the inter•al betveen December (950 and 
September 1968, the deviations into Rock·ingham County above 
referred to have been changed and enlarged. There is 
nothing in the commission's official files to indic~te that 
any of these changes or-enlargements of said boundary were 
the result of public hearings or formal dockets. The only 
other formal docket pertinent to th_ese matters is P-29, Sub 
47 (August (967) wherein the Commission denied a petition 
for a change in the boundari similar to the one sought 
herein. 

Petitioners presented extensive and creditable evidence 
tending to show t•hat they all (characteristically) nov want 
and need, and have for some time, wanted and needed (some of 
them for as long as 25 years or more) telephone- service; 
that they have consistently sought Bell service from 
Summerfield and have consistently refused Lee service from 
Madison; Stokesdale and Summerfield in Guilford County, and 
that they have little or no interest in Madison or 
"Rockingham County; that local service through the Madison 
Exchange would be almost useless to them, and that if they 
vere forced to take such service, practically a11 of th€ir 
telephone usage would result in toll charges; that they have 
never requested nor encouraged Lee Telephone company to 
extend its service into their area; that they have requested 
consistently and for a long period of time Bell service to 
be extended to them from Summerfield, and that because of 
Bell's inability or refQsal to extend such service, they 
have done without telephone service and have never had 
telephones in their homes or businesses; and that they vere 
not given an opportunity to be heard or to express their 
preferences vhen the boundary lines vere originally 
established. 
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In all, there are approximately 34 residences and/or 
businesses in the area not presently served, and 
approximately 16 residences presently receiving Lee service 
in the immediate ~icinity. Lee 1 s present facilities ent~r 
the general area froffl the north along u. s. 220 and from the 
vest along State Road I 104, proceeding thence easterly along 
the north side of N. C. 65 to its intersection with state 
Road 2340; thence southerly along the east side of State 
Road 2340 to the point of its intersection vith O. S. 220; 
thence westerly across u. s. 220 to a point approximately 
1/4 mile vest of U. S. 220. Hence, the Petitioners, and 
those similarly situated and not presently served, reside in 
a pocket between Sta.te Road 2340 and N. c. Highway 65, all 
of which is clearly reflected· in the exhibits filed in this 
docket. 

The evidence indicates that it is feasible from a 
technological or physical standpoint for either Bell or Lee 
to serve the area in which the Petitioners reside, and we 
therefore give small weight to this aspect of the case. 
What is at the heart of this complaint is not whether Bell 
or Lee £fill serve these people, but which fil!Q.!!ld serve them. 

THE LAW 

The public policy of this State envisions that public 
utility services shall be provided to the people in a manner 
consistent with their needs. 

"G. S. 62-2. Declaration of policy.--Upon investigation, 
it has been determined that the rates, services and 
operations of public utilities, as defined herein, are 
affected with the public interest and it is hereby 
declared to be the policy of the State of North Carolina 
to provide fair regulation of public utilities in the 
interest of the public, to promote the inherent advantage 
of regulated public utilities, to promote adequate, 
economical and efficient utility services to all of the 
citizens and residents of the Sta.te, to provide just and 
reasonable rates and charges for public utility services 
without unjust discrimination, undue preferences or ad
vantages, or unfair or destructive competitive practices, 
to encourage and promote harmony between public utilities 
and their users, to foster a State-wide planning and 
coordinating program to promot~ continued growth of 
economical public utility services, to cooperate with 
other states and with the federal government in promoting 
and coordinating interstate and intrastate public utility 
services, and to these ends, to vest authority in the 
Utilities Commission to regulate public utilities 
generally and their rates, services and operations, in the 
manner and in accordance with the policies .set forth in 
this chapter." 

The 
to all 
state 

above quoted statute enun_ciates the public policy as 
public utility service. It does not, for instance, 
one policy for electric service and another for 
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telephone service. Nevertheless, it is readily apparent 
that meeting the needs of the people for electric service as 
opposed to telephone service presents vastly different 
problems and requires vastly different solutions. People 
living in the disputed area would have little or no concern 
whether their su?ply of electricity came from the north, 
south, vest or east; from Rockingham county, Guilford 
County, or some other county. So long as it is adequate and 
dependable and provided at reasonable rates, its source is 
of no consequence. Telephone service is on its face of an 
entirely different nature. Historically, telephone service 
has been community oriented; and it still is. Easy and 
convenient as long-distance calling has become, the 
telephone is still chiefly used for local calling. 

The telephone industry, . therefore, has grown in a 
radically different manner from that of the electric 
industry, and the manner in which telephone service bas been 
extended to the people of this State has nc comparison to 
the extension of any other type of utility service. In the 
face of this, however, the General Assembly has not stated a 
different public policy for telephone service. What it has 
done is to charge this Commission with implementing the 
pronounced publfc policy in such a way that telephone 
service might be provided consistently with that public 
policy. 

At the center of public utility law is the concept of 
public convenience and necessity. The common law concept of 
public ~tility franchise is rooted in the idea that certain 
business or commercial enterprise is affected with the 
public interest, in such a way that they should function in 
a manner different from that of business or commerce--- in 
general. As our political, economic, and commercial 
institutions have become larger and more complex, the list 
of business enterprises affected with the public interest 
has grown. Hence, the scope and variety of public utility 
firms and their activities has expanded and developed over 
the years. The public utility concept being as dynamic as 
our society i±self, it needs constant re-evaluation. A 
vital aspect of the concept is that of franchise: the grant 
by the sovereign to one or more business enterprises of the 
privilege of engaging in a particular activity to the 
exclusion of others; the limiting of competition from others 
in a particular business or commercial enterprise or 
function. Franchises may be exclusive or non-exclusive. 
They may be related to a product or to a service, or may 
relate to a combination of products and services. The 
demands o~ modern society, however, dictate that a franchise 
will not remain fixed and absolute, but will (functionally, 
at least) undergo a continuing process of evolution and 
change. A franchise being a privilege and not a right, it 
is clear, therefore, that a franchise once granted will 
always be subject to the same review and re-evalution as the 
public utility concept itself. such review and re
evaluation is one of the more vital functions of this 
Commission. 
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We find ourselves in this proceedings reviewing and re
evaluating both the concept of public utility service and of 
franchise, as these aspects of our law and public policy 
apply to telephone service in the area in question and to 
the people in gU:estion. 

In the broad sense, both Bell and Lee are franchised to 
·provide telephone service in the area in question. There is 
no eternal exclusiveness to the franchise of either. 
Failing their f~lfilling their duty to reasonably serve the 
public's needs, either could be ordered in a proper case to 
do more, to do less, to serve more or less people, to expana 
or contract their lines or services. In a proper case, Bell 
could be ordered to se:cve some or all of Lee's "territory" 
and vice versa. The privilege of franchise carries with it 
the duty to serve, and this Commission is the agency charged 
with implementing this aspect of the public policy. 

11 G. s. 62-42. Compelling efficient service, extensions of 
services and facilities, additions and improvements.--(a) 
Whenever the commission, after notice and hearing had upon 
its ovn·motion or upon complaint, finds: 

(2) 

( 3) 

( 4) 

(5) 

That the service of any 
inadequate, insufficient 
discriminato.ry, or 

public utility is 
or unreasonably 

That persons are not served vho may reasonably 
be served, or 

That additions, extensions, repairs or 
improvements to, or changes in, the existing 
plant, equipment, apparatus, ratus, facilities 
or other physical property of any public 
utility, of any tvo or more public utilities 
ought reasonably to be made, or 

That it is reasonable and proper that new 
structures should be erected to promote the 
security .or convenience or safety of its 
patrons, employees and the public, or 

That any other act is necessary to secure 
reasona.bly adequate service oc facilities arid 
reasonably and adequately to serve the public 
convenience and necessity, 

the Commission shall enter and serve an ceder directing 
that such additions, extensions, repairs, improvements, or 
additional secvices oc changes shall be made or effected 
within a reasonable time prescribed in the order •••• 11 

THE QUESTION 

We nov come to the point where ve need to examine the 
pedigree of Bell's and Lee•s franchises in the area in 
question. It may be assumed (and we judicially do so) that 
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at one time or another in the past, both Bell and Lee sought 
and acquired certificates of Public convenience and 
Necessity to engage in the business (as a public utility) of 
furnishing telephone service in this State, but it must be 
here emphasized that the granting of a certificate of public 
convenience and necessity to a telephone utility has not 
(under the laws of North Carolina)· served the function of 
fixing the limits of the franchise. Under the laws of this 
state, the franchise is subject to the functional, dynamics 
of extending service. (See G. s. 62-1 JO.). Accordingly, if 
we equate the franchise with the area or areas served by a 
particular utility, ve are inclined to one conclusion; 
whereas, if we regard franchise as including not only areas 
served, but contiguous or nearby areas unserved, ve are 
inclined to an entirely different conclusion. To state it 
simPly, there is no nice, clear-cut criteria hy which the 
question of franchise may be answered in each and every 
case. Franchise limits being functionally dynamic, 
franchise criteria must of necessity be factually diverse. 

This brings us directly to the heart of the problem in 
this proceedings, which may nov be stated thusly: What are 
the limits of Bell's and Lee's franchises in the area in 
question? In response to this central issue, both Bell and 
Lee -urge the conclusion that their franchises are fixed by 
their respective exchange 11 tariff11 maps now on file with the 
commission (more precisely sometimes entitled Exchange 
Service Area Map). Telephone companies in this State have 
historically followed the practice of informing the 
commission of changes in the exchange boundaries by the 
filing of such maps vith the Commission. The procedure is 
essentially informal, the maps not usually being considered 
by the Commission itself, but processed by the Commission•s 
staff. such filings are not publicly noticed and do not 
involve public hearings or formal orders. Parenthetically, 
it should ~estated that historically such maps filed with 
this commission are quite small in scale, generally cover 
quite large areas, with the result that it is quite 
difficult, if not impossible, to use the maps to find a 
precise boundary on the ground; 

Thus it may be assumed that Lee•s Madison Exchange 
boundaries as they nov exist were 11 fixed 11 in such a manner. 
Having previously alluded to the manner in which Bell's 
Summerfield Exchange boundary was originally "fixed 11 , ve now 
have the picture of how the boundaries got to be what they 
are. It is, therefore, clear that the boundaries as fixed 
represent the unilateral action of the two utilities, and in 
no way reflect a consideration of the service needs or 
preferences of the people who live in the area in question. 
There has been no shoving of (I) why Bell did not extend its 
exchange boundary to include the areai (2) why Lee chose to 
extend its Madison Exchange boundary to this area rather 
than its adjacent Reidsville Exchange boundary; or (3) vhy 
Lee extended its ~adison Exchange boundary to include an 
area populated by people who did not request or desire its 
service. 
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FINDINGS OF FACT 

I• southern Bell Telephone and Telegraph company and Lee 
Telephone company are certificated public utilities 
operating a telephone utility enterprise in the State of 
North Carolina, and both telephone companies are franchised 
in the area in the southern portion of Madison county 
bounded on the north and vest by North Carolina Highway 65, 
on the east by State Road 2340, and on the south by the 
~adison-Guilford county line. 

2. Petitioners 
described above. 

herein reside in the general area 

3. The service area boundary lines between Bell's 
Summerfield Exchange and Lee's Madison Exchange are ill
d~fined and not precisely fixed, do not reflect any design 
criteria, and vere fixed by the unilateral,'arbitrary action 
of the two companies many years ago. 

4. The needs, and preferences of Petitioners and other 
similarly situated in the· area in question were not taken 
into consideration in the fixing of said boundary lines, and 
in that respect, there was no opportunity for said needs and 
preferences to be expressed to this Commission at the time 
said boundary lines were fixed. 

5. The boundary lines as they now exist do not meet the 
test of public convenience and necessity as it applies to 
the Petitioners herein and other similarly situated in the 
area in question, and the telephone communication ·needs of 
said Petitioners and others similarly situated in said area 
are therefore not being met. 

and 
and 
the 

6. Pursuant to its certificate of Public Convenience 
Necessity and its franchise privileges it exercises 
enjoys in this State, Bell is obligated under 
circumstances of this case, to extend service 
Petitioners, and its service exchange boundary line and 
of Lee should be modified in a manner consistent with 
providing said service, which modification will be 
with in the conclusions stated later in this opinion. 

to 
that 
Bell 

dealt 

7. Lee has certain facilities in the immediate vicinity 
of the area in question which have apparently been extended 
to furnish service to one or more subscribers, which 
facilities may and should remain in the area so long as the 
present subscribers desire to use them. 

CONCLUSIONS 

Based upon the evidence in this case, the foregoing 
Findings of Fact, and the law and public policy of this 
state_, we conclude that the needs of these Petitioners for 
telephone service has not been met and cannot be met by Lee 
Telephone company; can be and should be met by Southern Bell 
Telephone and Telegraph Company; that Bell should proceed to 
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modify its Summerfield Exchange boundary 
anticipate serving the needs of Petitioners, 
begin plans immediately to extend service into 
question. 

limits to 
and should 
the area in 

An appropriate boundary line under the circumstances nov 
existing is not easy to come by, but the facts indicate that 
the most appropriate line should nov call for Bell extending 
its boundary from its present intersection with North 
Carolina Highway 65 north along said highway to its point of 
intersection with u. s. 220, and thence continuing easterly 
with North Carolina Highway 65 to its intersection with 
state Road 2340, and thence along State Road 2340 southerly 
to its point of intersection vith u. s. 220, and thence 
continuing southerly with u. s. 220 to its point of 
intersection with Bell's present Summerfield Exchange 
boundary. 

To deny these Petitioners Bell service is to deny them 
telephones. To extend Bell service to them is fair and 
reasonable. ·The great pity of this situation is that after 
almost 25 years of frustration and disappointment, these 
Petitioners have been unable to obtain the cooperation and 
assistance of the two telephone utilities in the area. 
Instead of help and reasonable compromise, the companies 
have offered only· rigid, unyielding insistence that boundary 
lines are sacred and that the needs of the people are 
subordinate to the interest of the utilities franchised to 
serYe them. 

IT I-S, THEREFORE, ORDERED: 

( I) Southern Bell Telephone and Telegraph company shall 
extend its Summerfield Exchange boundary from a point 150 
feet north of the present point of its intersection with the 
center line of North Carolina Highway 65, and continuing 
along the projectory of a line 150 feet north of said center 
line of said highway in a northeasterly direction to the 
center line of State Road 1104; thence with the center line 
of State Road 1'104 to its point of intersection with the 
center line of North Carolina Highway 65; thence easterly 
with the center line of Highway 65 to a point f50 feet east 
of the point of intersection of the center line of Highway 
65 with the center line of State Road 2340; thence along the 
projectory of a line 150 feet east of the center line of 
State R·oad 2340 until its intersection with u. s. Highway 
220, and from there 150 feet east of the center line of U. 
s. 220, southerly to a· point in the present exchange 
boundary line 150 feet east of the center line of o. S. 220. 

(2) Bell and Lee shall 
effective date of this Order 
reflecting said change. 

within thirty (30) days of the 
file respective boundary maps 

(3) Bell shall 
unserved customers 
them as soon as is 

immediately 
in said area 
practicable. 

begin plans to serTe all 
and shall extend service to 
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(4) Lee shall be alloVed to continue to serve its present 
customers in said area so long as it desires to do so, but 
may surrender any or all of said customers if requested, and 
if Lee so desires to surrender them. In the event tee 
surrenders any· of said customers, Bell shall serve said 
customers upon request;. The word "customers" as used herein 
shall be construed to include the physical premises wherein 
the telephone service is located. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 19th day of March, 1973. 

NORTH CAROLINA OTILITIES COMMISSION 
_Katherine M. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. P-117 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application• of R. Harvey Squires, d/b/a 
Rockfish Radio Telephone Services for a 
certificate of Public convenience and 
Necessity to ovn, Maintain and Operate 
a Common Carrier Paging SerTice and 
Mobile Radio service. 

OBDER GRANTING 
CERTIFICATE AND 
APPROVING RATES 

HEARD IN: 

BEFORE: 

APPEARANCES: 

The council Meeting Room, Municipal Building, 
Wallace, North Carolina, on November 15, (973. 

chairman n. R. Wooten, Presiding, (Commis
sione~s Wells, Roney and Deane to Read the Re-
cord and ParticiPate in the Decision). · 

Fqr the Applicant: 

William c. Blossom, Esg. 
Wells, Blossom & Burrows 
1·24 East Boney Str·eet 
Wallace, North Carolina 28466 

For the Commission staff: 

Wilson B. Partin, Jr., Esg. 
Assistant Commission Attorney 
North Carolina Utilities Commission 
P.O. Box 991, Raleigh, North Carolina 

BY THE COMMISSION. R .. Harvey Squires, d/b/a 
Wallace, North 
Applicant) , filed 

Radio Telephone /SerTices, 
(hereinafter referred to as 

27602 

Rockfish 
Carolina 
vith the 
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commission on July 18, (973, .an Application for a 
certificate of Public Convenience and Necessity to ovn, 
maintain and operate a common carrier mobile r~dio and 
paging service within a thirty-five mile radius of the Town 
of Wallace, Duplin county, North Carolina. The Applicant 
proposed to install an antenna on a pre-existing tower in 
the vicinity of Wallace. The Applicant filed a proposed 
tariff scheduled to become effective upon the granting of a 
certificate by the Commission; be also filed with the 
Commission on October 12, 1973, amended tariff pages 
revising the original tariff. 

By Order dated July 211, 1973, the commission set the 
matter for hearing in the Municipal Building, Wallace, North 
Carolina. The Order required the requisite public notice in 
a newspaper having general coverage of the proposed area. 
Public notice of the hearing v~s published in the Wallace 
fil!..t.grprise, a semiweekly ,newspaper published in Duplin 
county. 

The Application came on for hearing on November 15, 1973, 
at J0:30 A.M., in the Municipal Building in Wallace. The 
Applicant squires testified in support- of his Application 
and offered the testimony of five witnesses. There were no 
protestants at the hearing to oppose the granting of the 
Certificate. 

Based on the records of the commission and the evidence 
adduced at the hearing, the Commission makes the following 

FINDINGS OF FACT 

( I) R. Harvey squires, a Certified Public Accountant in 
the Town of Wallac~, has formed a proprietorship, known as 
Rockfish Radio Telephone Services, for the purpose of 
owning, maintaining and operating a mobile radio and common 
carrier paging service in Wallace and vicinity. 

(2) The Applicant plans to utilize an existing tower 
located at Worsley Oil Company just outside the Town of 
ffallace. The height of the tower is about (60 1 above ground 
level and its coordinates are 3Q degrees QQ 1 56 11 latitude 
and 77 degrees 59 1 52" longitude. 

(3) The radio coverage of the base station will be 
approximately 30 miles. 

(Q) The central office of the Rockfish Radio Telephone 
Service will be located at Mr. Squires• office in Wallace. 

(5) The Applicant · proposes initially to offer the 
services outlined in his Application and tariff during the 
hours from 8:00 A.H. to 5:00 P.M., Monday through Friday; 
during other times, automatic equipment will enable Rockfish 
mobile subscribers to place mobile to landline calls through 
the. facilities of the telephone company. 
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(6) There is no radio co■mon carrier or paging service 
nov aTailable in Wallace. 

(7) The witnesses for the Applicant testified as to the 
need in the Wallace area for the proposed.ser•ice and stated 
-that they had committed the111selYes to the serYice vheneYer 
it becomes available. These witnesses included people in 
the insurance and real estate business, poultry and egg 
processing business, and the automobile business. 

(8) The Applicant proposes to interconnect telephone 
calls through the landline service of Carolina Telephone and 
Telegraph Company. 

CONCLUSIONS 

The Applicant, R. Harvey Squires, d/b/a Rockfish Radio 
Telephone SerTices, has established to the satisfaction of 
the Commission that radio common carrier service is needed 
in the Wallace, North Carolina, area and that the Applicant 
is fit, willing and able to provide such service. The 
Commission, therefore, concludes that the Applicant should 
be granted a certificate of Public Convenience and Necessity 
to proTide radio co~mon carrier service, including 
interconnection vi th the landline telephone system, in a· 
serTice area of 30 miles radius of the coordinates of the 
Applicant's base station tower. The commission further 
concludes that the tariff filed by the Applicant should be 
approved. · 

IT IS, THEREFORE, ORDERED: 

(I) That R. Harvey Squires, d/b/a Rockfish Radio 
Telephone Services, be granted a Certificate of Public 
convenience and Necessity under Chapter 62 of the North 
Carolina General Statutes to provide radio common carrier 
serTice within a serTice area of 30 miles radius of the base 
station antenna located in Wallace, Horth Carolina, at 
coordinates 34 degrees 44 1 56" latitude and 77 degrees 59 1 

and 5.2" longitude. 

(2) That the tariffs filed by the Applicant on July 18, 
1973 and October 12, 1973, are hereby approTed to become 
effective upon commencement of service to the public; 
proTided, hove•er, that the following changes be made in the 
tariffs: 

(a) That the vord "licensee 11 contained in D.4.a. (I) and 
(2) be del!=!ted and the vord 11subscriber" inserted in 
lieu thereof. 

(b) i:n D.4.a. and b .. , the third sentence therein shall be 
amended to read as follows: "A charge of $2 .. 00 per 
month per unit shall be made for each extra 
rechargeable battery and charger". 
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(3) That the Applicant file with this Commission the 
Application to the Federal communications Commission fbr a 
construction permit, as well as a copy of the Federal 
communications commission license when issued. 

ISSUED BY ORDER OP THE COMMISSION. 

This the 29th day of November, I 973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine H. Peele, Chief Clerk 

DOCKET NO. P-10, SUB 338 

BEFORE THE HORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Joint Application of central Telephone company and 
Lee Telephone Company for Approval of Certain 
Adjustments in their nonthly Bates and Charges for 
Local Exchange Services and In Certain Nonrecurring 
Charges 

l 
l 
) ORDER 
l , 

HEARD: 

BJ;:FORE: 

APPEARANCES: 

Commission Hearing Room, Ruffin Building, 
Raleigh, North Carolina, July 10, I I, 12, 13, 
and 17, 1973i Randolph County courthouse, 
Asheboro. North Carolina, July 24, 1973; 
courtroom, Police Station, Hickory, North 
Carolina, July 25, ( 973; Courtroom, Wilkes 
county Hall of J_ustice, Wilkesboro, North 
Carolina, July 26, 1973; City Council .chambers, 
Eden Municipal Building, Eden, North Carolina, 
July 27, 1973. 

Chairman Marvin R. Wooten, Presiding; Com
missioners Hugh A. Well~ and Ben E. Boney 

Fat the Applicants: 

James M. Kimzey, 
Attorney at Lav 
1408 BB&T Building, P. O. Box 150 
Raleigh, North Carolina 

Donald w. GlaTes 
Ross, -B~rdies, 0 1 Keefe, Babcock & Parsons 
122 s. Michigan 
Chicago, Illin_ois 60603 



RATES 

For the Intervenors: 

T. W. Graves, Jr. 
counsel and Secretary 
Fieldcrest Mills, Inc. 
Stadium Drive, Eden, North Carolina 
Appearing for Fieldcrest Bills, Inc. 

I. Beverly Lake, Jr. 
Assistant Attorney General 
Ruffin Building 
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one West Morgan street, Raleigh, North Carolina 
Appearing for the Using and Consuming Public 

Ruth G. Bell 
Assistant Attorney General 
Box 629, Raleigh, North Carolina 
Appearing for Robert !Sorgan on· behalf of the 
Using, and Consuming Public 

For the Commission staff: 

William E. Anderson 
Assistant Commission Attorney 
P. o. Box 991, Raleigh, North Carolina 27602 

Wilson B. Partin, Jr. 
Assistant Commission Attorney 
Ruffin Building 
Raleigh, North Carolina 

BY THE COMMISSION. On January 16, 1973, Central Telephone 
company and._ Lee Telephone Company filed joint application 
vith the Commissi.on for approYal of certain adjustments in 
their monthiy rates and charges for local exchange ser•ice 
and in certain Don-recurring charges. 

The present and proposed maiD station rates and the amount 
of the increase are as follows: 



STATEWIDE MONTHLY FLAT RATE SCHEDULE 

Residence 

• 
Ind. 2-Pty. 4-Pty. 

•• 
5-Pty. 

Business 

Ind, 2-Pty. 

Exchanges:· Biscoe, CandOr, Danbury, Hi1lsborough, liadison, !ocksvi1le, llount 
Gilead, Prospect Hill, Quaker Gap, Roaring Gap, Roxboro, Sandy Ridge, 
Stoneville, Timberlake, Troy, Walnut cove, west Jefferson, YadkinYille, 
Yanceyviile 

Present $ 6.80 $ 5.85 $ 5.55 $ 5. Io $13-60 $11-60 s11.10 s10.10 
Proposed . I o.25 9.05 9.00 8.35 20.60 I 8. I 5 17.55 15.35 
Increase · 3.45 3.20 3.45 3.25 1.00 6.55 6.4.5 5.25 

Exchanges: Boonville, Catawba, Dobson, Elkin, Hays, 8ount Airy, ftulberry, North 
Wilkesboro, Pilot f!ountain, Ramseur, Seagrove,. Sherrills Ford, State 
Road 

Present 7.05 6.05 5.80 5.30 14-10 12. IO 11-60 10.60 
P:Coposed 10.60 9.40 9. 20 8.85 21-40 I 9. I 5 I 8.55 16-60 
Increase 3.55 3.35 3.40 3.55 7.30 7.05 6.95 6.00 

Exchanges: Bethlehem, Eden, Granite Palls, Hildebran 

Present 7.30 6.30 6.05 14-60 12.60 12. IO 
Pr.oposed 10.95 9.70 9.45 22.20 19-95 19.35 
Increase 3.65 3.40 3.40 7.60 7.35 7.25 

( I) Exchanges: Asheboro, Valdese,. west End 

Present 7.05 6.05 5.80 14-10 12. IO 11.60 
Proposed I o.95 9.70 9.45 22. 20 19.95 19.35 
Increase 3.90 3.65 3.65 0.10 7.85 7.75 

u, 

"' 0 

.. 
"' " "' .,, 
"" 0 .. 
"' 



(2) Exchange: Hickory 

Present 7.30 6.30 6.05 
Proposed 11-25 I o.oo 9.65 
Increase 3.95 3.70 3.60 

Exchange: Walkertown 

Present 7.90 6.95 6.65 
Proposed 11. q5 10.20 9. 85 
Increase 3. 55 3.25 3.20 

* Obsolete Service Offering Inside 
Base Rate Area 

** Obsolete service Offering 

I q. 60 12.60 
23.00 20.q5 
8.qo 7.85 

15.80 13-70 
23.65 2 I. IO 
7.85 1.qo 

C I l Changing fro■ Group 

(2) Changing from Group 

12. Io 
I 9.85 
7.75 

13-20 
20.50 
7.30 

2 to 

3 to 

Group 3 

Group q 

"' ,. .. ., 
u, 

u, 

"' 
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In addition to the rates and charges set out above, the 
Companies propose certain other adjustments in the rates and 
charges for service connection charges, private branch 
exchange service, mobile telephone service, key equipment, 
zone rate charges, and other miscellaneous equipment and 
services. 

The Commission being of the opinion that the proposed 
changes in rates and charges affected the public interest 
and that the same should be investigated to determine if 
such rates are just and reasonable, by order dated February 
13, f 973, among other things, set the matter for hearing, 
the hearing to begin on July (0 in the Commission Hearing 

.Room, Ruffin Building, Raleigh, North Carolina; required 
notice to the public; and suspended the increases in rates 
and charges as filed. 

Motion was filed with the commission on March 5, 1973, by 
the Applicants moving that Hr. Donald w. Glaves, Attorney 
licensed to practice law in the state of Illinois, be 
permitted to appear on their behalf as an attorney and same 
was allowed by Commission order dated March 5, 1973. 

supplemental order vas issued on Harch 9, (973, to specify 
a date by which certain items required in the February 13 
order should be furnished. 

Letter was received on March 21, 1973, from Hr. Wilson B. 
Garnett, Executive Vice President of Applicants, requesting 
that said Applicants be relieved of the obligation of 
providing certain information required in the Commission's 
order of February (3. An order modifying, deleting, and 
confirming informati•onal items required in the Commission•s 
order of February 13, 1973, was issued by the Commission on 
Harch 27, 1973. 

Motion requesting approval of the notices as published 
with certain changes as required by the initial order vas 
approved by the Commission on .May 22 in view of the fact 
that the notices as published vere in substantial compliance 
vith the Commission's February order. 

Notice of intervention was filed by the Attorney General, 
the Honorable Robert Horgan, intervening for and on behalf 
of the using.and consuming public vhich vas filed on May 21, 
1973, and recognized by commission order of June II, 1973. 

Petftion for leave to intervene was filed vith the 
commission on June I I, 1~73, by Fieldcrest Hills, Inc., and 
allowed by Commission order of June 19, 1973. 

Motion of Attorney General for extension of time for 
filing expert testimony was filed on June 14, 1973, vith the 
Commission, and allowed by Commission· order of June (9, 
1973. 
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the Commission on June 21, 
of additional hearings in 
convenience of the public. 

The hearing in this Docket began on July 10, 1973, at 9:30 
A.M. in the Commission Hearing Room, Ruffin Building, 
Raleigh, North Carolina and extended through five (5) 
hearing days. Hearings were continued in Randolph county 
Courthouse, Asheboro, North Carolina on July 24, 1973; 
Courtroom, Police Station, Hickory, North Carolina on July 
25, 1973; Wilkes County Hall of Justice, Wilkesboro, North 
Carolina, on July 26, 1973; Eden Municipal Building, Eden, 
North Carolina, on July 27, 1973. At their request, parties 
of record vere afforded thirty (30) days from the date of 
the mailing of the last transcript within which time to file 
briefs. 

'ffITNESSES 

The Applicants offered the testimony and exhibits of the 
following witnesses: Hr. ffilson B. Garnett, Executive Vice 
President, Central Telephone Company, as to the reasons for 
the filing and the effects of the requested increase; Hr. 
Samuel E. Leftwich, Vice President and North Carolina 
Division nanager of Central Telephone Company as to the 
North Carolina Di vision I s plant i_mprovement programs and 
their costs; Mr. Baxter F. Smith, Division Plant Manager of 
Central Telephone Company as to plant improvement programs, 
trouble handling, and other aspects of the company 1 S 
operations; Mr. Hovard Gene Gaskins, Division Commercial 
Settlements Administrator with Southeastern Telephone 
Company, Tallahassee, Florida, a subsidiary of Central 
Telephone Company, as to a cost separation study of the 
North Carolina operations of Central Telephone Company; Mr. 
K. L. Pohlman, secretary-Treasurer of central Telephone 
Company as to accounting adjustments; ftr. Keith Knudsen, 
Assistant Secretary and Tax Director for central Telephone 
Company as to a trended original cost study prepared under 
his direction; Dr. Charles E. Phillips, Consultant, as to 
fair rate of return, Mr. Marvin M. Wandrey, Vice President, 
Central Telephone Company, as to the operations of Centel 
service Company; nr. R. T. Payne, Consultant, offered 
rebuttal testimony on Central's plant margins and 
engineering practices. 

The Commission Staff offered the testimony and exhibits of 
the following witnesses: Mr. Hugh L. Gerringer, staff 
Telephone Engineer, as to the appropriateness of the 
division between inter-state and intra-state operations of 
the company vithin North Carolina, and the status of the 
intra-state toll settlements for the test period; Mr. F. 
Paul Thomas, Senior Acc.ountant as to the results of his 
audit of the books and records of the North Carolina 
DiYision of Central Telephone Company; Mr. Vern w. Chase, 
Chief Engineer, Telephone Rate Section, as to his 
evaluations of the rate proposals and other rate matters; 
3r. Charles D. Land, Staff Telephone Engineer, as to the 
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results of the commission staff's review of telephone 
service provided by the North Carolina Division of Central 
Telephone company; Mr. Gene A. Clemmons, Chief Engineer, 
Telephone service Section, as to the operations of Central 
Telephone Company as they relate to the rate proceeding. 

The Attorney General introduced the testimony 
of Dr. Charles E. Olson as to the fair return 
central in North Carolina. 

and exhibits 
required by 

The following public witnesses testified in. Asheboro: Mr. 
Albert J. James; Hrs. Lucy T. Rice; ar. B. J. Levin; Hr. 
Jack P. Jordan; Mrs. Effie Navy; Mr. David Warrick; Mrs. 
Barbara ward; Hr. Leonard Hiatt; Hr. Fred Baker; Mr. Jack 
Lail; Mr. Don oven; Mrs. Baddie B. Varner; t-lr. Q. R. Bass; 
ftr. Earl smith and Hr. Jon Cundiff. 

The following public witnesses testified in Hickory: Mr. 
Sam Smith; Hr. Jim B. Jacumin; Mr. Virgil B. Cagle: Hr. 
Robert B. Hinkson; Mrs. Phil Bolick; Mr. John D. McClure: 
Hr. Donald T. Robbins; Mr. Fred A. crump; Mr. J. E. Wells; 
Hr. c. B. Scott; (llrs. Sue Davis; Mr. Benny Fox; Mr. E. R. 
Vaught; nr. Bill Melton; Mrs. · Tina Williams; Hr. Paul 
Puller; Mr. David Hunsucker: Mr. John R. Horris; Hr. E. E. 
Bradford; Mr. W. R. Rollins; Mr .. C. E. Pa·dgett; Mr. L. H. 
Bollinger; Hrs. Peggy Davis; Mr. Glenn Deck; Hrs. Mary 
Rhodes; Mr. James R. Jackso11; Hr. Roy H. Johnson; Mt. Ned 
Williams; Mr. Ray Saine; Mr. E. H. Smith, Jr., Mr. Lee w. 
Gabriel; Hrs. Flora e. Knox; Mr. L. L. Hartin; Mr. James B. 
Teague and Mr. Jerry Lee Morrow. 

The following public witnesses testified in Wilkesboro: 
Mr. Joe Harris; Hr. Wayne Shepherd; Mr. Robert Burgess; Hr. 
G. M. Green; Mrs. Jerr.y ·Eller; Hrs. Gail McNeil!; Hr. J. E. 
Brown; Hs. Jean Dobbins; Mr. Bob Johnson; Mr. Roland Brown; 
Mr. Patrick McDonnell, Jr., Hr. Harvey Smith and Mr. Albert 
Martin. 

The following public witnesses testified at Eden: Ms. 
Betty Tate; Mr_. A. D. Weaver; Reverend A. W. Smith; Hr. .J. 
T. Chandler; Hr. W. R. Fitchett; Hr. Ralph H. Ramsey; Mrs. 
William Davis; Mr. A. G. Singleton; Mr. William O. ·Pugh; Hr. 
Clyde Holliman; Mrs. Edna HcCollum; Hr. Gold Minter; Ms. 
Gloria D. Hilton; Ms. Madelyn Smart; Hr. Randy Nahvi; Hr. 
Tyrus Robertson; Mr. Robert Shelton; Hr. earl Spain and Hr. 
Robert Wall. In addition, 108 witnesses, their names 
recorded in the record of this proceeding, appeared at the 
public hearing in Eden fo+ the purpose of expressing to the 
Commission their opposition to the increase applied for. 
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In its final Order in Dockets P-10, Sub 312 and P-29, sub 
81 entered on April 27, 1972, the Commission concluded that 
"Central and Lee must continue to be alert to its service 
probleD1s and act responsibly to eliminate them". Appendix 
"C" to that Order set the following as required service 
improvements for Central Telephone Company: 

CENTRAL SHALL: 

I • Take the necessary action by December 
reduce and maintain the DOD call failure 
range of 5~ or less. 

31, I 972, to 
rate to a 

2.. Take action so that by July I', 197.3, 95% of out-of
service trouble reports are consistently cleared 
within 24 hours and JOI or less of out-of-service 
trouble reports received before 5 P.M. are carried 
over. 

3. Take action to reduce the repeat trouble reports to 
10% or less on a consistent basis by July I, 1973. 

4. Take action to balance traffic in originating and 
terminating central office equipment and to provide 
intra-office, local inter-office and toll trunking to 
meet the current and projected usage requirements 
during the period ~or which the additions are being 
engineered. 

Evidence regarding quality of service was presented in 
this proceeding by way of direct testimony and exhibits by 
the applicant, the Commission staff, and the subscribers of 
Central. 

Baxter F. Smith, Division Plant Han~ger of Central 
Telephone Company testified about th~ service provided by 
Central Telephone Company. central has placed added 
ernohasis on the handling of service orders in order to 
improve this service. This includes careful reporting of 
any missed appointments and periodic checking of each 
craftsman's work by supervisory personnel. Central has 
instituted a controlled maintenance program and installed a 
considerable amount of equipment in order to improve its 
direct distance dialing. At the time of the hearing, Mr. 
Smith stated that on a division basis, the DDD call failure 
rate of Central vas in the range of 5%. The company had 
made considerable progress in clearing out-of-service 
trouble reports within 24 hours and in clearing out-of
service trouble reports received before 5 P.!1. on the same 
day. The objectives set by the commission are difficult to 
reach because there are many conditions that are classified 
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as out-of-service although the subscriber is not completely 
without telephone service. It was the company's hope that 
programs in progress would permit the company to comply vith 
the Commission's objective by the July I, 1973 deadline. 
~ith respect to repeat trouble reports, the company has met 
that standard during seven months of 1972. The company has 
gone as far as possible without changing the subscriber's 
numbers to balance traffic in originating and terminating 
central office equipment. The company has begun 
installation of electronic scanning equipment which will 
~onitor traffic in an office and then pass the information 
automatically back to the computer. Traffic studies will be 
made frequently and provide the company's engineers with 
data for a very effective traffic adminstration program. 
The company has made progress in improving service by 
replacing much of the open wire with buried cable. Of the 
total sheath miles of cable, 85.6% are beinq placed below 
ground. The company is also undertaking a program to 
pressurize paper insulated cables and to replace fuse type 
station protectors with the more reliable fuse-less type. 
In his rebuttal testimony, Mr. Smith stated that after 
reviewing the exchanges which Mr. Land pointed out as having 
service deficiencies, he directed that both EAS and DDD 
calls be made to the same terminating numbers used in making 
the Commission staff's field service investigation. The 
results of his test calls showed substantial improvements in 
service. central has worked with connecting companies to 
improve call co~pletion rates, transmission levels and to 
reduce noise where the facilities are either jointly owned 
or entire.ly owned by the c·onnecting company. Rhere the 
results of his tests indicated that service deficiencies 
still existed, corrective action was initiated. Where his 
test calls into connecting company exchanges indicated 
deficiencies, copies of the test results were furnished to 
the company. Central 1 s progress in meeting the Commission's 
objective for handling out-of-service trouble reports has 
continued to show an improving trend since the end of the 
test period. 0n a division basis, all of the Commission 
service requirements were met in May, f973. Hr. Smith 
testified that he was avare that the DDD and operator answer 
test results for Asheboro indicate that problems exist. He 
and his staff were working very hard to see that the 
problems are solved. Insofar as DDD is concerned, many of 
the test call failures encountered occurred on connecting 
company facilities. The correction of these problems vas 
the responsibility of that connecting company. 

~r. Robert T. Payne, vice President, ~id-South consulting 
Engineers, testified on behalf of Central Telephone company 
in rebuttal to the direct testimony of Gene A. Clemmons and 
Charles D. Land of the Commission Staff. Mr. Payne 
testified that he found the central office equipment to be 
furnished in accordance vith the Company's engineering 
criteria and the margins to be vell within the limits of 
good engineering; that the engineering practices and 
intervals used by Central Telephone Company for the 
provision of outside plant, central office eguipment and 
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buildings, are proper; that the service rendered by central 
Telephone Company in North Carolina is on the par with or 
above Commission and other telephone company standards and 
the company is providing high quality service to its 
subscribers. 

Charles D. Land, Commission Staff Engineer in the 
Telephone Service Section, testified to present the results 
of the staff's review of telephone service provided by the 
North Carolina Division of Central Telephone Company. The 
Staff investigation consisted of field tests and inspections 
of central office facilities, tests of public paystation,s, 
analysis of monthly reports made by Central to the 
Commission and analysis of information provided by Central 
in response to the Commission's Order setting the company•·s 
rate increase for hearing. The central office tests 
indicated that on a company-wide basis, service was good. 
However, it also indicated some exchanges where problems 
existed that neeaed correcting. The exchanges of Mulberry, 
North Wilkesboro and West Jefferson had excessive inter
office call failure rates. West End, Asheboro, Troy, 
Danbury, Walnut Cove, Pilot Mountain, Yadkinville and 
~ulberry all had excessive DOD failure rates of 10% or 
higher. Mr. Land recommended that the company take action 
to reduce inter-office call failures to 2% or less in each 
exchange ana the percentage of DOD call failures to 5% or 
less in each exchange. Specific problems in certain 
exchanges were also found in connection with DOD 
transmission measurements, EAS transmission measurements and 
EAS noise measurements. Operator ansver time was found to 
be slightly below standard in Asheboro during seven months 
of the test period. In an earlier application by central 
for a rate increase in Docket No. P-10, Sub 312, Central was 
ordered to "take action so that by July I, 1973, 95% of out
of-service trouble reports were consistently cleared within 
24 hours and 10% or less of out-of-service trouble reports 
received before 5 P.M. were carried over ••• " and 11 to take 
action to reduce the repeat trouble reports to 10% or less 
on a consistent basis by July f, 1973,. 11 The comp_any met the 
requirement concerning repeat trouble reports and at the 
time the Staff review was made, it appeared that the company 
would probably be meeting the other requirements by July I, 
(973. Under cross-examination, Mr. Land stated that the 
staff did not make any test calls from private branch 
exchange systems. 

Hearings were held in Asheboro, Hickory, Wilkesboro and 
Eden to hear testimony from members of the public. In 
Asheboro, J6 witnesses testified. From these 16 witnesses, 
there were II complaints of poor DDD service, 3 complaints 
of cross-talk, 3 complaints of interference during rainy 
veather, I complaint of slow operator answer and 2 requests 
for EAS. Three witnesses had no complaints except the high 
rate increases proposea. 

In Hickory, 35 witnesses testified. 
came J9 affirmations of excellent 

From these witnesses 
service, 2 of which 
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opposed the rate increase as excessive, 15 requests for EAS 
(many from the Hildebran area), 3 complaints of local 
dialing difficulty and 2 complaints about slov operator 
answer time. 

In Wilkesboro, 13 members of the public testified. Seven 
stated that they were receiving good telephone service and 
had no complaints. There were 3 complaints of difficulties 
calling co-op exchanges, 2 complaints of noise a·nd ·cross
talk on DDD, 2 complaints of difficulty receiving calls. 
One witness complained that she had made many trouble 
reports that Central did not respond to and which she vas 
informed Central had no record of. 

In Eden, (27 subscribers a?peared. Of these subscribers, 
108 appeared only to express their oppositi·on to the 
proposed rate increase. From the other 19 subscribers came 
complaints of telephones going dead occasionally, callers 
complaining of no answers when the called subscriber was 
home and their telephones didn't ring, trouble reaching the 
operator, other conversations on the line, service problems 
during rainy weather, DDD problems, and troubles reaching 
the dialed number. Five subscribers stated they were 
receiving excellent service. 

B. FAIR VA.LUE OF PLANT IN SERVICE 

Background: 

G.S. 62-!33 provides that the Commission in rate 
proceedings shall ascertain the fair value of plant in 
service at the· end of the test period, considering· original 
cost, r·eplacement costs, and any other factors relevant to 
the present fair value of the property. 

Evidence: 

Hr. Keith Knudsen, Assistant Secretary and Tax Director of 
Central Telephone Company testified to the trended original 
cost of the North Carolina Properties of Central Telephone 
Company devoted to intra-state service. The witness 
testified that the trended original cost study vas made by 
first determining the original cost dollars for each 
classified account making up the plant in-service balance at 
December 31, 1972; the age distribution of the dollars 
making up the balances in these classified accounts vas 
determined from company records where available or through 
the use Of Iowa type survivor curves; that a price index was 
either developed or selectea for each account and applied to 
the aged original cost dollars to arrive at the trended 
original cost; that the ·depreciation reserve assigned to the 
trended original cost of depreciable plant should have the 
same percentage relationship to such trended original cost 
as the book depreciation reserve bears to the original cost 
of depreciable plant; that a check of the reasonableness of 
the trended original cost study vas made using the consumers 
price index; that the trended original cost study vas made 
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using the consumers price index closely approximates the 
original cost found by the company study; that no deduction 
vas made for obsolescence or inefficient plant; that no 
attempt vas made to determine how much of the company• s. 
North Carolina plant would be duplicated if reproduced at 
December 31, 1972 in light of the development of nev 
equipment and modern design methods; and that $109,216,089 
including the total North Carolina trended original cost 
less depreciation plus adjustments for materials and 
supplies and cash working capital approximates the current 
fair value of the company's North Carolina property; and 
Knuas·en Exhibit 5, Schedule I, page 1-A shoved the intra
state portion of the net trended original cost plus 
materials and supplies and cash working capital to be 
$94,.592,456. 

Hr. nartin H. Wandrey, Vice President of Central Telephone 
Company, testified to the relationship of Central Telephone 
Company to the CenTel Ser•ice Company. The witness 
testified that cenTel Service company does not engage in the 
telephone business but purchases,. warehouses and re-sells to 
other companies within the Central Telephone Company System; 
that CenTel Service Company gets certain price ad•antages by 
virtue of purchasing in large volume and directly from 
manufacturer; that Central Telephone Company purchases from 
CenTel Service Company telephone instruments and other 
standard materials and supplies at prices equal to or lover 
than those that would be required to pay for materials of 
comparable quality; that CenTel Service Company maintains a 
constant surveillance of prices charged by other 
distributors Of materials and adjusts its prices to assure 
that the Central Telephone system prices are equal to or 
less than those that the operating companies would haYe to 
pay from other reputable and dependable distributors; that 
during the twelve months ended December 31, 1973, the North 
Carolina Division of Central Telephone Company purchase 
59.88~ of its total purchases from CenTel Service Company; 
that cenTel service Company•s percentage of profit related 
to its gross sales was 6.(% for.the twelYe months ended 
December 31, (972; and that there are a number of advantages 
received by the North Carolina Division on purchases made 
from CenTel Service Company including faster delivery, and 
deferred federal income tax on intercompany transactions. 
Hr. Wandr·ey further testified that it is Company policy to 
track Automatic Electric prices when determining the selling 
price to the operating telephone company. 

Mr. Gene A. Clemmons, Chief Engineer, Telephone Service 
Section of the North Carolina Utilities Commission testified 
relating to the operations of Central Telephone Companye 
The Witness testified that the gross plant added per year 
end station increased from $51-54 in 1967 to $78.91 in 1970 
to $122 per station in 197( and continued at ·this level in 
(972i that the company's (973 construction budget shows the 
projected plant per projected station to be approximately 
$78 per station; that the company's upgrading program during 
1971 and 1972 contributed significantly to the gross plant 
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additions; that the gross additions provided relief in plant 
for future growth vhen the available growth facilities were 
exhausted by the regrading program; that a total North 
Carolina investment in central office lines and terminals 
exceeding a reasonable engineering period vas $1,103,500 
installed at, the end of the test period; that the company• s 
1973 central office construction budget projects an 
investment of $2,106,200 while the (972 investment vas 
$5,347,600 and $8,502,000 in 1971; that the company is 
installing extensive automatic traffic measuring equipment 
for Use in determining trunk requirements and central office 
equipment switch quantities; that the company. has not 
realized the most efficient use of central office equipment 
because of the limited traffic usage data available; that 
within the next year, traffic data will be available for the 
company to make the necessary adjustments in switch 
quantities; that the.average materials and supplies during 
1972 of $1,515,202 used by the company for determining the 
rate base should be normalized to $1,137,000 for rate making 
purposesi that the prices paid by Central for purchases from 
cenTel service corporation was comparable with prices of 
similar items by other telephone companies with the 
exception of load coils. 

C. PAIR RATE OP RETURN 

Background: 

As provided by G.S. 62-133 (b) (q), the North Carolina 
, Utilities Commission is charged by law to "fix such rate of 
return on the fair value of the property aSViIT"enable the 
public utility £.I §.2.!!Dd management to produce i! fair profi! 
for its stockholder, --~~to .£Qmpete in the market !Q!: 
capital funds on terms which are fair to its customers and 
to its tlistinq in"Yestors, (emphasis added) • 11 The witnesses 
testifying on accounting procedures, rate of return, and 
finances of Central Telephone Company have express 
differences of opinion as to a fair rate of return necessary 
to provide a fair profit for stockholders under these 
requirements. 

Evidence: 

Hr. K. L. Pohlman, Secretary-Treasurer of Central 
Telephone Company, offered testimony and exhibits concerning 
rates of return on plant investment and on common equity. 
Mr. Pohlman•s testimony was substantially as follows: For 
test period operations after pro forma adjustments, and 
allocations to intra-state operations, the original cost net 
investment is $79,19q,316, which, with a net operating 
income for return of $4,245,325 results in a rate of return 
of 5.36% under present rates. 

Staff witness, F. Paul Thomas, presented testimony and 
exhibits on rates of return as follows: After accounting 
and pro forma adjustments and allocation to intra-state 
operations, the original cost net inYestment is $7B,q37,743, 
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which, with a net operating income for return of $4,379,106, 
results in a rate of return of 5. 581 under present -rates. A 
return of 4. 261 on book common egui ty was found ,at the end 
of the test period under .present rates. After allowing for 
the proposed increase, the return on original cost net 
investment rises to 9.18% while the return on book equity 
becomes 12-22%. Allowances for working capital are included 
iri the original cost net investment. 

The differences in the rate of return figures as presented 
by Mr. Pohlman and Mr. Thomas were results of the following: 

(I) In determining intra-state toll revenue the· 
commission Staff increased toll revenue $9,635 for WATS 
messages which were recorded as regular toll for settlement 
purposes. 

(2} The Commission 
to eliminate a reversal 
a prior period. 

Staff increased toll revenue $20,000 
in the test period but applicable to 

(3) The commission Staff dect"eased 
to recot"d the final settlement vith the 
fot" the test period. 

toll revenue $23,756 
connecting company 

(ij) The 
and Central 
methods. 

Commission Staff reduced traffic expenses $4,655 
$4,295 due to use of different allocation 

(5) The Commission Staff reduced commercial expenses 
$3,858 to exclude membership dues in merchants' associations 
and social clubs. 

(6) The Commission Staff reduced relief and pension 
expense $2,218 to restate the test period Cost. 

(7) The CommissiOn Staff's amount for depreciation is 
$4,007,265 and Central 1 s in the amount of $4,106,632. The 
Staff did not include additional depreciation from increased 
rates on station connections requested by Central. 

(8) The· cOmmission Staff's amount for taxes other than 
income is $562 more than Central I s. amount resulting mainly 
from the difference between the toll revenue adjustments 
made by the Staf.f and central. 

(9) The Commission staff's amount for intra-state, state, 
and Federal income taxes is $26,493 less than Central's 
amount resulting from the difference beiveen the Commission 
staff's and central 1 s amounts for revenues, expenses, 
depreciation, general taxes and interest expense. 

(10) In determining net operating 
commission Staff deducted intra-state 
deposits in the amount of $3,400 
deduct this item. 

income for retucn, the 
interest on customer 
while Central did not 
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(II) In determining the allowance for working capital, the 
Commission staff amount is $900,364 and central $1,656,937. 
This difference is the result of the Staff deducting all tax 
accruals compared to central 1 s deduction of state and 
Federal accruals only and the Commission Staff's deduction 
of average customer deposits. 

The company and the Attorney General each presented expert 
testimony as to the fair rate of return and cost of capital. 
There was disagreement between the expert witnesses; this 
disagreement concerned the cost of equity capital, the cost 
of capital and the capital structure to which the cost of 
equity and cost of debt capital should be applied. 

Dr. Charles F. Phillips, Jr., Professor of Economics at 
Washington and Lee University, testified for the company in 
the matter of the fair rate of return. Dr. Phillips• 
testimony vas substantially as follows: 

The fair rate of return is that percentage figure which, 
when applied to the company's capitalization, will yield the 
actual earnings requirement of· the company in dollars. 
Included in the return is interest on the company's debt, 
dividends on its preferred stock, and the earnings needed. on 
its common stock equity. The result in earnings requirement 
is tlien added to all allowable operating costs to determine 
the total revenue requirement that the company must obtain 
in rates charged its customers: 

The fair rate of return has three main functions: (I) to 
maintain the financial integrity of utility, (2) to permit 
the utility to attract the capital it needs to serve the 
public and (3) to provide a return to the equity owner that 
is commensurate with returns on investments in other 
enterprises having corresponding risks. If it earns a fair 
rate of return, the utility is able to expand its plant to 
meet the demands of the new and expanded service, is able to 
provide high quality service; is encouraged to engage in 
technological innovations which will improve service and, 
other conditions remaining constant, reduce unit costs. 

Dr. Phillips testifie4 that he determined the fair rate of 
return for Central Telephone company's North Carolina 
Division by estimating the cost rates applicable to the 
company's debt of short and long term preferred stock and 
common equity and then weighing each component by its 
proportion in the capital structure. He found that the 
embedded cost of long-term debt was 7.27~ and the embedded 
cost of pi-eferred stock was 6. 84%. The embedded cost of 
short-term debt vas found to be 6.0%. In estimating the 
cost rate to be applied to the equity stocks of Central 
Telephone Company, Dr. ·Phillips testified that he used the 
comparable earning standard which is to estimate the returns 
that capital could earn in alternative investments with 
comparable risks as the opportunity cost or' cost rate of 
equity capital to the company. 
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In determining the fair rate of return on common equity by 
the comparable earnitigs approach he examined the rate of• 
return on average common equity earned by both unregulated 
and regulated companies vith particular emphasis on the 
1965-1969 period as a primary basis for reaching such a 
determination. Based on this examination, Dr. Phillips 
testified that he recommended a minimum rate of return which 
fhe company should have the opportunity to earn on the 
common equity portion of its inYestment in intra-state plant 
in the North Carolina Division in the range of 121 to 13%. 
However, if a fair Yalue adjustment is undertaken on the 
value of Central Telephone company's North Carolina Division 
because of the higher equity ratio which would result in 
such a fair value adjustment, the minimum return required 
common equity ,would be reduced to a range of I I• 5% to 12%. 

Dr. Phillips testified that he computed 
capital or the rate of return in two ways, both 
fair value adjustment: 

the cost of 
before any 

a. Based 
structure in 
is estimated 

on the North Carolina 
December, 1972, the oTerall 
to be in the range of 9.J31 

Division•s capital 
fair rate of return 
to 9.58%. 

b. Based on the North Carolina Division's projected 
capital structure at June 30, 1973, the overall fair rate of 
return is estimated to be in the range of 9.17% to 9.6ijl. 

Dr-. Phillips testified under cross-examination that he did 
not consider the ownership of Central Telephone Company by 
Central Telephone and Utilities corporation or the ownership 
by Central Telephone Company of its own subsidiaries to be 
of a_ny importance in determining the fair rate of return 
required on the intra~state investment in North Carolina. 
Although the common stock of Central Telephone company is 
not trad·ed on the open market, it still must meet the usual 
capital attraction tests in estimating the fair rate of 
return. Dr. Phillips further testified that double leverage 
is said to exist when the purchase of part of the common 
stock of a company is financed by both·the debt and equity 
issued by another company. When double leverage is used, it 
tends to increase the equity return of the parent company of 
the equity return of the subsidiary. 

Dr. Phillips further testified that in 1971 and 1972, 
Central Telephone Company had been able to issue its 
securities on reasonable terms and had expanded its plant, 
had met demands for new and expanded service and had engaged 
in technological innoTations to improve service bot that 
past and continuing inflation might erode the expected 
decrease in unit costs from technological improvements. 

The 
at his 
which 
was as 

capital structure vhich Dr. Phillips used in arriving 
conclusions was that of Central Telephone Company 
before fair value adjustment, at December 31, 1972, 
follows: 
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Long-term debt 
short-term debt 
Preferred stock 
common equity 
Tax credits 

40.16% 
2.,78 
8.65 

45.39 
3.02 

100.00% 

Dr. Charles E. Olsen, Associate Professor of Public 
Utilities and Transportation, Department of Business 
Administration, University of Maryland, testified for the 
Attor_ney General in the matter of the fair rate of return 
which Central Telephone Company should have the opportunity 
to earn on its North Carolina intra-state investment. 

Dr. Olsen testified substantially as follows: 

• The fair rate of return vas that rate which generates the 
total number of dollars required to attract capital at 
reasonable rates. In determining the fair rate of return to 
Central Telephone Company (CTC) on its intra-state 
investment, Dr. Olsen used the cost of debt and equity which 
he estimated for Central Telephone and Utilities corporation 
(CTU) which owns all of the common stock in.,......,-central 
Telephone Company. The embedded cost rate of long-term debt 
to CTU was found to be 7.27% while the cost of short-term 
debt to CTU was estimated to be 8.25% and the embedded cost 
of preferred stock was found to be 6.84%. 

Dr. Olsen testified that an estimate of the cost of equity 
to CTU was arrived at by using the opportunity cost standard 
in his determination of the cost of equity meaning that a 
potential investor must be able to earn at least as much on 
an investment in CTU as on another investment of similar 
risk. This opportunity cost may be estimated by determining 
what investors have required as return on CTU using the 
discounted cash flow (def) method of estimation. The def 
method of estimation uses divided yield, and growth rate of 
earnings as a measure of the required rate of return. This 
method was used in the case of CTU- because CTU has had a 
good record of dividends and growth. Dr. Olsen found that 
the rate of growth and earnings of CTU was between 6.s, and 
7.0% and that the recent dividend yield for CTU was 4.3%. 
These estimates were combined to yield an estimate that the 
cost of equity capital to CTU was between t0.8% and lt-3%. 
This vas in turn the cost capital to CTC because CTU is the 
source of equity capital to CTC. 

In determining the capital structure to which the estimate 
of the cost of equity and the embedded cost of senior 
capital (debt and preferred stock) should be applied in 
order to compute the cost of capital to CTC Dr. Olsen 
addressed his testimony to the concept of double leverage as 
it applied to CTC and its subsidiaries and CTU and its 
subsidiaries (including CTC). Dr. Olsen testified that 
dOuble leverage exists vhen there is debt in the capital 
structure'of a holding company and there is also debt issued 
by subsidiaries as a part of their oan capital structures. 
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Double leverage allows increased rates of return on equity 
of CTU and also increases risk of the equity return of CTU. 

In order to adjust for the effects of double leverage, Dr. 
Olsen used the consolidated capital structure of CTC and its 
subsidiaries arid subtracted CTC's investment in its 
subsidiaries from the equity portion of the capital 
structure. This adjusted capital -structure vas weighted by 
the estimated cost of equity to CTC and the respective 
embedded debt costs to arrive at a recommended rate of 
return on investment .between 7.701i and 7.8(%. Dr. Olsen 
stated that this rate of return should be applied to CTC's 
North Carolina intra-state investment. 

Dr. Olsen stated under cross-examination that if CTC spun 
off 'its subsidiaries by aistributing shares of their stock 
to stockholders of CTU., the required rate of return on 
equity aud investment in the state of North Carolina would 
increase because the effects of double leverage on the 
equity earnings of CTC would have been removed. 

The capital structure 
estimation of the cost of 
Company vas· as follows: 

which Dr. Olsen used in his 
capital for Central Telephone 

Long-term debt 
short-teem debt 
Preferced stock 
Common equity 
Tax credits 

57. 72% 
4.00 

12-43 
21.so 

4. 35 
I oo. 00% 

The disagreements between the evidence presented by the 
tvo expert witnesses is in three main areas: 

( I} cost rate of short-term debt (6 .. 00 vs .. 8. 25%) 

(2) cost of equity capital to central Telephone Company 
(10.8 - 11-3% vs. 12.00 - 13.00%) 

(3) proper capital structure with which to weight capital 
component costs 

The disagreement in required rate of 
can be shown to stem from the disparity 
above. The above disagceements may 
following: 

return on investment 
in the three areas 
be explained by the 

(I) Dr. Phillips in assaying the cost rate for short-term 
debt at 6 .. 00% used the embedded short-term debt cost for 
Central Telephone Company as of December 31, f972 while Dr. 
Olsen used the then current prime rate of 8.25% in arriving 
at his estimate. 

(2) Dr. Phillips in estimating the cost of 
used the comparable earnings approach to 
required equity return in the J2-13% range. 

egui ty capital 
arrive at a 

Dr. Olsen used 
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the discounted cash flov method to yield his estimated cost 
of equity to Central Telephone Company of f0.8%-11.3%. 

(3) Dr. Olsen based his adjustments in the capital 
structure on the concept of· "double leYeragen between parent 
and subsidiary companies. Dr. Phillips rejects the use of 
this concept and the nature of the adjustments vhich Dr. 
Olsen makes (substracting Central Telephone Company's 
investment in its subsidiaries from its equity in the 
consolidated balance sheet of Central Telephone Com~any and 
its subsidiaries). 

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

FINDINGS OF FACT 

1- Corporate History: Central is a duly franchised 
public utility providing telephone· service to its 
subscribers in forty~one local exchanges in Piedmont and 
Western North Carolina, and is a duly created and existing 
corporation authorized to do business in North Carolina and 
is properly before the Commission in these proceedings for a 
determination as to the justness and reaSonableness of its 
proposed rates and charges as regulated by the Utilities 
Commission under Chapter 62 of the General Statutes of North 
Carolina. 

2. Nature of Increase Requested: The total net 
increases in rates and charges as filed by Central, vould 
produce $6,051,099.36 in additional gross annual revenue. 

3. Test Period: All parties to this proceeding utilized 
as the test period the twelve month period ending December 
31, (972. 

A. Quality of Service 

4. life find the quality of service provided by central 
Telephone Company to be adequate. 

B. Fair Va.l,ue· of Plant in Service 

5. Original Cost Plant Investment - The ~lant investment 
used in Central 1 s presentation and the Staff 1 s presentation 
are book figures. They represent origtnal cost to the 
extent that Central 1 s books have been kept in a generally 
uiliform manner based on aCtual east. The evidence in this 
proceeding.indicates that the telephone plant in service on 
the books of the North Carolina Division of Central 
Telephone Company is recorded at original cost. 
Accordingly, the book c"ost figures reasonably represent 
original cost figures except as adjustments are hereinafter 
indicated. The book cost of Central's North Carolina intra
state utility property is $90,855,416, the book depreciation 
reserve is $13,318,037 and the net book cost is $77,537,379. 
Central•s book cost investment of $90,855,416 in telephone 
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plant is reduced in the amount of $940,000 resulting in 
reasonable original cost plant investment of $89,915;416. 
The book depreciation reserYe is decreased in the amount of 
$64,800 to reflect the disallowed intra-state portion of the 
a■ount testified to by the commission staff as excess margin 
in central office equipment at the end of the test period 
and increased in the amount of !I 17,650 to reflect the 
change allowed in station connection accruals, thereby 
producing reasonable depreciation reserYe of $13,370,887. 
The reasonable net original cost is found to be $76,544,529. 

6. Replacement Cost - We fin'd the reasonable replacement 
cost of Central•s intra-state property, adjusted for the 
previously discussed factors, to be $86,000,000 considering 
the adjusted net original cost of the plant-in-serYice and 
including a working capital and materials and supplies 
allowance in the amount of $571,99(. The materials and 
supplies allowance reflects the normalization recoa~ended by 
the commission staff hereinafter discussed. 

7. Pair Value The fair value of central•s property 
used and useful in providing service to the public within 
Horth Carolina at the end of the test period considering the 
adjusted net original cost and the reasonable replacement 
cost is $82,022,397. In making this finding, we have 
considered the adjusted net original cost, the reasonable 
replacement cost and an allowance for cash working capital, 
materials and supplies. 

C. FAIR RATE OF RETURN 

8. Central Telephone Company's revenues after 
a_djustments and allocation to intra-state operations are 
$21,484,999 under present rates. Deduction of allowable 
operating expenses and adjustments leaves $4,425,016 
available for return. This translates into a return on 
original cost net investment of 5.74% and a return on 
original cost common equity investment of 4.J7%. This 
return is found to be unjust and unreasonable. 

The above return figures are based on the capital 
structure which is obtained by consolidation of the balance 
sheets of Central Telephone Company and its subsidiaries. 
The cap-ital structure of Centrill Telephone Company and 
subsidiaries consolidated is found to be proper for use in 
this case because it is this structure which equity or debt 
investors will be most likely to use in eYaluation of the 
prospects of Central Telephone Company. At least a part of 
Central Telephone Company's debt must be attributable to 
support of its equity investment in its subsidiaries and at 
least part of its return must be said to be derived from the 
operations of these subsidiaries. 

9. The subtraction of Central Telephone Company's 
investment in the equity of its subsidiaries from its ovn 
equity is found to be unreasonable and unjust. It would 
also be unreasonable and unjust to ignore the effects of 
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corporate structure 11 in toto" when assessing the return and 
revenue requirements. 

10. It is found that the proper rate of return to equity 
vhich Centrai should have an opportunity to earn on its 
North Carolina intra-state original cost net investment is 
If .0%. This return to common· equity requires a return to 
original cost net investment of 8.01%. 

11- It is found .that the proper rate of return which 
Central Telephone company should have the opportunity to 
earn on its fair value common equity in intra-state 
investment in North Carolina is 9.f3% and that this return 
to common equity requires a return on fair value intra-state 
investment in North Carolina of 7.50%. 

12. It is found that Central Telephone Company has, in 
the past, been able to enjoy adequate access to necessary 
capital markets under reasonable terms. The allowed rate of 
return in this instance should not hinder the ability of the 
company to enjoy the benefits of this access aTailability in 
the future. The interest coverage ratio requirements will 
continue to be met and these allowed returns will not be of 
a confiscatory nature. 

13. The proper cost factor for short-term debt is found 
to be 7.751 which takes both current prime rates and 
embedded short-term debt costs into account to arrive at a 
representative figure of the cost of this element of the 
capital structure. 

14. That the 
zone charges for 
will produce a 
based on units in 
Such a step would 
base rate area as 

final step in reduction and elimination of 
customers outside of the base rate area 
decrease in annual revenue of $279,758.80 
service at the end of the test period. 
eliminate the need for an extension of the 
proposed by the company. 

Based on the foregoing Findings of Fact, the Commission 
makes the following 

CONCLUSIONS 

A. Quality of Service 

We conclude that the oTerall quality of service rendered 
by central is adequate. However, certain specific service 
problems were testified to by subscribers during the course 
of the hearings and certain trouble areas were indicated by 
the Commission staff. Central was ordered in Docket No. P
IO, Sub 312 to consistently meet certain service improvement 
requirements by July I, 1973. The record of this proceeding 
includes company testimony indicating service progress 
through the month of May )973 during vhich month all 
requirements were met. 
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of subscriber satisfaction is an important 
telephone company's service. Some of Central's 
indicated dissatisfaction with DDD service in 
local service difficulties in Eden. Other 

expressed their satisfaction vith service 

Central should correct those service problems testified to 
by subscribers and the staff as vell as continue its program 
and efforts to maintain the service requirements established 
in Docket No. P-JO, Sub 3(2. 

B. ·Fair Value of Plant in service 

1- original Cost Plant Investment: Excess Plant 

The Commission staff eTidence indicates that the applicant 
at the end of the test period had excess plant margin in 
intra-state central office equipment investment amounting to 
approximately s9qo,ooo. An adjustment is necessary to 
eliminate this amount of plant which is not used and useful 
in pro~iding telephone service in North Carolina. This 
quantity of plant cannot be considered used and useful to 
the extent of this adjustment since present ratepayers 
should not be required to pay rates for service to provide 
return on property which is not needed under the present 
operating circumstances of the company or within a 
reasonable period of time in the future. A reasonable 
engineering interTal was allowed in the Commission staff's 
study to provide time within which to plan. engineer, 
deliTer and install equipment on a timely basis to meet 
present and nev service requirements of subscribers within 
the applicant•s service area. An adjustment to the original 
book cost of the ce!ntral ·'office plant in service at_ the end 
of the test period should be made to deduct the excess 
margin. 

2. Replacement Cost 

a. Allowance for ~aterials and Supplies 

The Commission staff eTidence indicates that the allowance 
for materials and supplies at the end of the test period 
should be adjusted to reflect more noraal operatillg 
circumstances. An a11ovance is made in a rate case to 
compensate the utility for capital invested in the materials 
and supplies necessary for meeting on-going serTice and 
construction requirements·. Such an allowance becomes part 
of the overall rate base of the company on which subscriber 
rates are fixed. The construction by Central during the 
test year. 1972, and the associated materials and supplies 
were the highest in a six year period. The company's 1973 
construction budget was significantly lover than the 1972 
gross plant additions. A determination of materials and 
supplies for inclusion in the rate base should not be based 
on a year in which the amount of construction and the 
associated materials and supplies are abnormally high. The 
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allovance for materials and supplies should be determined in 
a normalized basis reflecting the reasonable on-going 
requirements of the company. Por these reasons, we find 
that the materials and supplies allowance recommended by the 
Commission staff in the amount of $1,005,421 for intra•state 
plant is reasonable and such an allowance is included in the 
determination of the replacement cost and fair value of the 
company's plant at the end of the test period. 

b. Replacement.Cost 

Although the term "replacement cost" envisions replacing 
utility plant in accordance with modern design techniques 
and with the most up-to-date changes in the state of the art 
of telephony, trended original cost as presented by company 
Witness Knudsen envisions and is founded upon the premise of 
the duplication of plant as is vith inefficiencies and 
outmoded design included. Accordingly, the weight giTen to 
the trended original cost study offered in this proceeding 
as evidence of replacement cost is based upon a detailed 
evaluation of the methodology employed. 

The trended original cost study presented by Witness 
Knudsen had several deficiencies vhich make it unacceptable 
as a full basis for determining replacement at the end of 
the test period. The vintage by year of placement of these 
dollars was determined t'o a large extent on application of 
Iowa curves selected by the 'witness. The application of 
Iowa survivor curves to determine surviving vintage dollars 
is a matter of judgment and selec~ion must be made from a 
vide variety of curves available. Mr. Knudsen trended the 
vintage dollars using cost index numbers which he either 
selected or vhich he developed. The current ratio of labor 
costs to materials costs vas used in deTeloping the cost 
indices even though this ratio does not apply over the 
entire life span of the surTiving plant. The book 
depreciation reserve v~s then trended by the same percentage 
as the original cost plant related to the trended original 
cost. 

~r. Knudsen did not make any allowance in his trending of 
original cost for ~nefficient or obsolete plant, for excess 
plant margin, for any existing service or plant 
deficiencies, or advances in the art of telephony which have 
occurred over the life span of the surTiving plant. Mr. 
Knudsen's approach ignores all of these cpnsiderations since 

. the method trends historical dollars recorded on the company 
books rather than making· a determination of the cost to 
replace "the plant using current engineering, construction 
and plant materials. 

That Mr. Knudsen's ·results are b~sed to a significant 
extent on estimates and assumptions in arriving at the 
surviving dollars by years of placement before any trending 
factors are applied; the methods employed used various 
estimates and assumptions in arriTing at the cost trend 
factors to be applied to the estimated surviving dollars; 
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the trending methods did not make allowance for obsolete 
plant; the methods employed make no allowance for excess 
plant margins; and the methods employed do not reflect the 
advancements in telephone engineering and construction which 
have occurred since the installation of the surviving plant 
on the books at the end of the test period. For the reasons 
hereinabove stated, ve conclude that central has failed to 
present reasonable and sufficient evidence for the 
Commission to fully accept the company's trended cost study 
as reflecting the replacement cost of its North Carolina 
intra-state property. 

c. Fair Rate of Return 

The following tables, based on the Findings of Pact, show 
the adjusted operating revenues, operating reTenue 
deductions, depreciation and amortization, general and 
-income taxes, telephone pl.ant investment, al.l.ovance for 
working capital, returns on original. cost net invest■ ent, 
fair .value rate base, original cost common equity, fair 
value common equity, embedded costs of debt and preferred 
stock dividend requirements and determination of interest 
charges coverage. 



582 TELEPHONE 

CENTRAL TELEPHONE COMPANY 
NORTH CAROLINA INTRASTATE OPERATIONS 

STATEMENT OF BETUR.N 

Present Approved 
Rates Increase 

~rating Fevenues 
Local service 
Toll service 
Miscellaneous 
Uncollectibles - dr. 
Total Operating 

$14,340,925 $3,766,400 
6,329,428 

88(,062 
66.4(6 (6.(96 

Revenues ...l.L.!!84.999 3.750.204 

Operating Revenue Deductions 
Maintenance expenses 4,078,044 
Traffic expenses I, 642,257 
commercial expenses 1,568,638 
General,office salaries 

and expenses 
Other operating expenses 

Total operating ex
penses 

Depreciation 
Taxes - other 

than income 
Income taxes - state 
Income taxes - Federal 
Deferred income taxes 
investment tax credit 

normalization 
Investment tax credit 

947,855 
73(.(53 

8,967,947 

4,077,404 

2,526,752 
65,(09 
47,606 

1,143,396 

453,(78 

amortization __ 67,286 
Total operating revenue 

225,0f 2 
21(,5(2 

1,590,566 

Approved 
Rates 

$(8,(07,325 
6,329,428 

88(,062 
82,6\2 

25.235.203 

4,078,044 
I ,642 ,257 
1,568,638 

947,855 
73(.(53 

8,967,947 

2,751,764 
276,62( 

1,638,172 
1,(43,396 

453,(78 

67 286 

deductions ,1~7~•~2~(~4u,ul~0~6,_~2~•L0~2=7~•~0~9~0-~\~9~•~2~4ul~•uf~9"'-6 

Net operating income 4,270,893 f,723,114 5,994,007 
Plus: Annualization 

adjustment 157,523 157,523 
Less: Interest on cus-

tomer deposits 3 400 3 400 
Net operating income 
for return $4,425,016 $1,723,114 $ 6,148,130 

================================== 
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Investment in Telephone fu1!! 
Telephone plant in 

service $89,915,416 $ $89,915,416 
Less: Accumulated 

provision for depre-
ciation .il~3i,~3~7~0~•~8~8~7'-------~1~3~•~3~7~0~•~8~8'-'-7 

Net investment in 
telephone plant _,_7~6i,~5~4~4L•~5~2~9 ______ ~7~6~•~5~4~4~•~5~2'-'9 

Allovan.£.§. ill Rorki.ng_ !:;,api-tal 
Hatecial and supplies 1,005,421 
Cash ( 1/12 of op_erating 

expenses} 775,429 
Less: Average tax 

accruals I, 152,041 
A.verage cus
tomer deposits 

Total allowance for 
working capital 

Net investment in 
telephone plant plus 
allowance for working 

56,818 

571,991 

332,703 

(332. 703} 

1,005,421 

1,484,744 

56,818 

239,288 

capital $77,116,520$ (332,703)$76,783,817 

Rate of return on 
original net invest
ment 

Pair value rate base 

Rate of return on 
fair value rate base 

=========-======================== 

5. 74 
-=====----=====---======---======= 
$82,022,397 $82,022,397 
-======---======--=======--======-

5. 39 7.50 
================================== 

CENTRAL TELEPHONE COMPANY 
CONSOLIDATED CAPITAL STRUCTURE AND EftBEDDED COST OF DEBT 

AND PREFERRED STOCK AT DECEMBER 31, 1972 

Type of capital 

Long-term 
Short-term debt 
Preferred stock 
Interest-free capital 
Common equity 

consolidated 
capital 

Structure 

$283,924,000 
23,900,000 
39,992,000 
39,330.,000 

...l.2b..QS4, 000 

Embedded Cost 
of Debt and Pre

Ratio _ _,fa.,e..,r..,r..,e~d~S,,_t,.o,=c,,k_ 

49.02 
4.13 
6.90 
6.79 

33-16 

7.27 
7.75 
6.84 

Total capitalization $579,200,000 100.00 
---========-======-
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RETURN ON COMMON EQUITY 
NORTH CAROLINA INTRASTATE OPERATIONS 

Ratio 
-~-

Origi_nal Embedded 
cost Net Costs and Net 

Investment or Return Operating 
Fair Value on Common Income for 

-~R~•~t~e~B~a~s~•~ ~ilL! -~R~•~t~u~r~n-

Original Cost Net Investment - After Increase 

CaRitalization 
Long-term 

debt 49. 02 
Short-

te'rm debt 4-i 3 
PI"eferred 
stock 6. 90 

Interest-
free 
capital 6.79 

Common 
equity 33. 16 

Total I oo. oo 

$37,639,427 

3,171,172 

5,298,083 

5,213,621 

25.461,514 
$76,783,817 

7.27 

7.75 

6. 84 

11. oo 

$2,736,386 

245,766 

362,389 

2.803,589 

===================================-======== 
Fair Value Rate Base - After Adjustments 

Capitalization 
Long-term 
Short-term debt 
Preferred stock 
Interest-free 

capital 
common equity 

Total 

$37,639,427 
3,171,172 
5,298,083 

5,213,621 
30.700.094 

$82,022,397 

7.27 
7.75 
fi. 84 

$2,736,386 
245,766 
362,389 

2.803.589 
-$6, I 48, I 30 

================================== 

CENTRAL TELEPHONE COMPANY 
NORTH CAROLINA INTRASTATE OPERATIONS 

COMPUTATION OF INTEREST CHARGES COVERAGES 

After Taxes 
Income available for return 
Fixed charges 
Fixed charges coverage 

Before Taxes 
Income available for return 
Add: Income taxes 
Income before income taxes 
Fixed charges 
Fixed charges coverage 

$6,lq8,130 
2,982,152 

2. 06· 

$6,148,130 
3,444.08\ 
9,592,211 
2,982,152 

3.22 
===--===== 
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ZONE CHARGES 

we conclude that all zone charges should be eliminated in 
order to remove the differential between rates for rural 
customers and rates for customers located in the base rate 
area. 

~EASURED SERVICE STUDY 

The Commission required Central by Order dated March 27, 
1973 to file a plan for offering local limited use service 
in its North Carolina exchanges. The Company submitted a 
plan in response to the ordering requirements. The 
Commission concludes that the company plan should be 
approved including a study of both business and residence 
subscriber usage on a number of calls as well as aTerage 
holding time basis. The study results should be provided to 
the Commission on or before September I, 1974. 

IT IS, THEREFORE. ORDERED As Follows: 

1- That the applicant. Central Telephone Company be. an·d 
hereby is. authorized to increase the, .Nor,th .. caro•1ina intra
~tate local exchange telephone rates and charges to produce 
additional annual· gross revenue not exceeding $3• 766.400• by. 
applying total increases of $4.064. 1s1. less total decreases 
of $297.751 based upon stations and operations as of 
December 31. 1972, as hereinafter set forth in Appendix 11 A11 • 

2. That residence four-party service shall continue to 
be offered outside of the base rate areas as said base rate 
areas existed and vere described prior to this order. 

3. That the local monthly rates ana general exchange 
tariff item rates prescribed and set forth in Appendix 11 A11 

hereto attached. which will produce additional gross revenue 
of $3,766,400 from said end of test period customers be. and 
are hereby, approved to be charged by Central in North 
Carolina, effective on billings to be rendered on or after 
December 4, 1973. 

4. That Central shall file, within 10 days of the date 
of this order, the necessary revised tariffs reflecting the 
above increases and decreases, said tariffs to be effective 
as of the dates prescribed above. 

5. That Central submit by September I, 1974, the results 
of a usage study as set forth in its letter dated April 23. 
1973 in response to Item 13 of the Commission Order dated 
February 13, 1973. The study should be made for business 
and residential subscribers on the basis of number of calls 
and average holding time per call. 

6. company shall take action to correct all service 
problems testified to in this proceeding. In the event 
corrective action on the part of a connecting company is 
required, cooperation shall be solicited. If action by the 
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connecting company is not forthcoming promptly, central 
shall so notify this Commission. 

1·. That the service requirements of Docket No. P-1 O, Sub 
3J2 shall remain effective and that the commission staff 
shall make further periodic reviews and report to the 
Commission. 

ISSUED BY OFDER OF THE COMMISSION. 

This the 3rd day of December, I 973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

DOCKET NO. P-10, SUB 338 

WOOTEN, CH-AIR HAN, CONCURRING and EXCEPTING to the 
insufficiency of returns allowed. 

I concur with the MajoI:'i ty in this case in order to aid 
this telephone utility in obtaining what I consider to be an 
insufficient revenue increase for the reason that to do 
otherwise could vell have the net effect of denying any 
increase whatsoever, even though the need for substantial 
increases vere more than justified by the record herein. 

central Telephone company has exerted great effort, a 
cooperative attitude and expended large sums of money in 
upgl:'ading the level of· its service, eliminating multi-party 
service and mileage charges, all in accord ,,-ith programs 
ordained and established by this Commission, and it is my 
considered judgment that the rates of return herein allowed 
by the Majority are inadequate compensation under our rate
making statutes for the furnishing of a good and adequate 
level of service by this utility. 

I agree with the Majority when they consider central•s 
consolidated capital structure, but I cannot agree with them 
when they fail to adjust the resulting debt-eguity ratio, to 
one found by this Commission ·to be just and reasonable, to 
wit: qs-ss, however, to have done so uould have required 
the granting of substantially greater revenues to this 
company in this case. In previous cases where capital 
structures have been consolidated, adjustment to 45-55 
ratios has resulted in lover rates, yet here the result 
would have been the reverse. I vote for appropriate 
consistency. 

In times of i-0flation the rationale of reducing eguity 
returns from 11.5% in April !972, to 11.0% in Dec':!mber, 
1973, escapes me, and I cannot agree with such action. 
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for so-called "excess plaht11 , findings on 
coSts, fair value, and other rates of return 

Rhen there extsts no real prospect of interest reductions 
below present levels, I cannot agree to establishing short 
term interest rates lower than the present market and 
foreseeable such rates. Neither can I agree to an 
inadequate provision for materials and supplies. 

If what I consider to be appropriate adjustments had been 
made, and appropriate returns allowed, the s_ame would have, 
7eguired the granting of approximately 86% of the revenue 
increases requested herein by the company. Yet, I must 
agree with the 3ajority in the granting of the amount so 
granted and state that I feel that we have only gone part 
vay and have duly grant~d· a portion of that justified by the 
record herein. 

Harvin R. Wooten, Chairman 
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EXCUNGE RATE GROUPINGS 

Monthly Flat Rate 
Residence Business 

Group ill- 2-Pty. 4-Pty. 5-Pty. Ind. 2-Pty. 4-Pty. 5-Pty. 

1- 0- 8000 8.45 7.50 7.20 6.75 2 I .20 19-20 19.30 17-70 
2. 8001-16000 8.70 7.70 7.45 6.95 21-80 21. 80 19.80 18.30 
3. 16001-32000 8.95 7. 95 7.70 22.40 20.40 19.90 
4. 32001-64000 9.20 8.20 7. 95 23.10 21. IO 10.60 
5. 64001-up 9.55 8.60 8.30 24.00 21.90 21-40 

RATES BY EXCHANGES 
.. 
"' ... 
"' Residence Business "' '" 0 

Exchange In~. 2-Pty. 4-.Pty. 5-Pty. .!!!g. 2-Pty • 4-Pty. 5-Pty. 
,. 
"' 

Asheboro 8.95 7.95 7.70 22.40 20.40 (9.90 
Bethlehem 8. 95 7.95 7.70 22.40 20.40 19.90 
Biscoe 8.45 7.50 7.20 6.75 21 .20 I 9.20 18.70 17.70 
Boonville 8.70 7.70 7.45 21. 80 19-80 19.30 
Candor 8.45 7.50 7.20 6.75 21 .20 19.20 18.70 17- 70 
catavba 8. 70 7.70 7.45 21.80 (9.80 19- 30 
Danbury 8.45 7.50 7.20 6.75 21 .20 I 9.20 18.70 17- 70 
Dobson 8.70 7.70 7.45 21 .80 19-80 19.30 
Eden 8. 95 7.95 7.70 22.40 20.40 19.90 
Elkin 8.70 7.70 7.45 21-80 I 9. 80 19.30 
Granite Falls 8.95 7.95 7.70 22.40 20.40 J9.90 
Hays 8.70 7. 70 7.45 21. 80 19-80 19.30 
Hickory 9. 20 8.20 7.95 23. Io 2 I. Io 20.60 
Hildebran 8.95 7.95 7.70 22.40 20.40 19-90 



BATES BY EXCHANGES 

Residence Business 

Exchange Ind .. 2-Pty. 4-Pty. 5-Pty. !ru!- 2-Pty. 4-Pty. 5-Pty. 

Hil.lsborough 8.45 7.50 7. 20 6.75 21 .20 19.20 8.70 17.70 
Madison 8. q5 7.50 7.20 6.75 2 I .20 I 9. 20 8.70 11.10 
Mocksville 8.45 7. 50 7.20 6.75 2 I .20 19.20 8.70 17.10 
l'tount Airy 8.70 7.70 7.45 21.80 19.80 9.30 
Mount Gilead 8.45 7.50 7.20 6.75 2 I .20 19.20 8.70 11.10 
Mulberry 8.70 7.70 7.45 21.80 19-80 9.30 
North Wilkesboro 8.70 7.70 7.45 2 I. 80 19.80 9.30 
Pilot Kt. 8.70 7.70 7.45 2 I. 80 19. 80 9.30 
Prospect Bill 8.45 7.50 7.20 6.75 21 •. 20 19-20 8.70 17.10 
Quaker Gap 8.45 7.50 7.20 6.75 21 .20 19.20 8.70 17. 70 
Ramseur 8. 70 7.70 7.45 21.so 19-80 9.30 
Roaring Gap 8.45 7.50 7.20 6.75 21.20 I 9.20 8. 70 11.10 "' ,. 
Roxboro 8.45 7. 50 1.20 6.75 21.20 I 9. 20 8.70 17.70 "" Sandy Ridge 8.45 7. 50 7.20 6.75 21. 20 19- 20 8.70 11.10 '" U> 

Seagrove 8.70 7.70 7.45 21 .80 I 9. 80 9.30 17. 70 
Sherril.ls Ford 8.70 7.70 7.45 21 .80 19.80 9.30 
State Road 8. 70 7.70 7.45 21.80 I 9. 80 9.30 
Stoneville 8.45 7.50 7. 20 6.75 21.20 19.20 8.70 I 7. 70 
Timberlake 8.45 7.50 7.20 6. 75 2 I. 20 19.20 8.70 I 7. 70 
Troy 8.45 7. 50 7.20 6.75 2 I .20 19.20 8.70 11.10 
Valdese 8.95 7. 95 7.70 22.40 20.qo 9.90 
Walkertown 9.55 8.60 8.30 24.00 21. 90 21.40 
Walnut Cove 8.45 7.50 7.20 6.75 21.20 19.20 18.70 17.10 
West End 8.95 7.95 7.70 22.40 20.40 I 9. 90 
west Jefferson 8.45 7.50 7.20 6.75 21 .20 I 9.20 18.70 11.10 
Yadkinville 8.45 7.50 7.20 6. 75 21 .20 I 9. 90 I 8. 70 11.10 
Yanceyville 8.45 7.50 7.20 6.75 2 I .20 19.90 18.70 11.10 

see official order in the Office of the Chief Clerk for the u, 

remainder of Appendix A. a, 

"' 
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BY ~HE COMMISSION. On November 5, 197(, General .Telephone 
Company of the Southeast, hereinafter referred to as 
"General" or 11 the applicant", a wholly owned subsidiary of 
General Telephone and Electronics corporation, hereinafter 
referre'd to as 11 GT&E", filed Applica:tion with the commission 
for authority to increase its rates and charges for 
intrastate telephone service in No·rth Carolina. 

The proposed increases would have the effect of producing 
approximately $2,930,575 additional annual gross revenues t.o 
the applicant. 

The present and proposed main station rates and the amount 
of increase by exchanges are as follows: 

ALTAN, GOOSE CREEK AND MONROE 

Residence 

1::!'U- 2-Pty. &-Pty. Multi-.L=tlY. 2-tl_y. &-Pty. Multi. 

Present 7.90 7. IO 5. 95 &.95 JS.SO J&.80 J3.80 J2.80 
Proposed 8.95 7.95 6.95 5.95 22.00 20.00 JS.00 J6.00 
Increase I. 05 • 85 J.00 I. oo 6.20 5.20 &.20 3.20 

DURHAM, CREEDMOOR 

Present 7.3 5 6.50 5.85 5.10 20.00 J8.50 17- 00 15.50 
Proposed 9.95 8.95 7.95 6.95 29.00 26.00 2&.00 22.00 
Increase 2.60 2.&5 2. 10 I. 85 9.00 7.50 7.00 6. 50 

In addition to the rates and charges set above, General 
Te~ephone Company of the Southeast proposes certain 
adjustments for extension telephones, directory listings, 
key equipment, Centrex service, private branch exchange 
service,' mobile telephone service, and other miscellaneous 
equipment and services. 

The Applicant also proposes to increase its non-recurring 
charges as hereinbelov described: 
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PRESENT PROPOSED 
TYPE OF ORDER sec OR NRC• sec OR NRC INCREASE 
NEW CONNECTS (Not in Place) 

Main station, PBX Trunks, out
side Extension and PBX Station, 
Tie Line, and Private 
Line, each $10.00 

Extension Station, PBX 
Bell, Gong, Horn, Key, 
Chime and Lamp, each 

Station, 
switch, 

5.00 

Centrex Stations 

NEW CONNECTS (In Place) 

nain station, plus any other 
portion of entire service 

6.00 

utilized · 5.00 

PBX Station or Extension 
Station, each 5.00 

INSIDE MOVES 

Main Station, Extension station, 
PBX Station, Bell, Gong, Horn, 
Chime, and Lamp, each 5. 00 

CHANGE IN STATION 

Business 
Residence 

CHANGE IN TELEPHONE NUMBER 

Business 
Residence 

RESTORATION CHARGE 

Business and Residence 

~inimum Visit Charge 

5.00 
5.00 

5.00 
5.00 

5.00 

$15. 00 

Io. 00 

10.00 

10.00 

10.00 

10.00 

10.00 
Io. oo 

10.00 
Io. oo 

10.00 

Io. oo 

*Service Connection Charge or Non-Recurring Charge 
**As Relateg to Present Mo~e or Change Charge 

$5. 00 

5.00 

q.oo 

5.00 

5.00 

5.00 

5.00 
5.00 

5.00 
5.00 

5.00 

5 .. 00** 

By Order of November 30, 1971, the Commission, inter alia, 
declared the application to be a general rate case under the 
provisions of G.S. 62-137, suspended until further order of 
the Commission the proposed effective date of the requested 
increase, required the applicant to give notice of its 
Application, and set the matter for investigation and 
hearing, the hearing to begin on April 18, 1972, in the 
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Durham county Courthouse, with a single day of hearing to 
receive public witness testimony scheduled for April 25, 
1972 in the Union County Courthouse. 

Petition for Leave to InterTene 
Durham on January 25, 1972 and vas 
Order of February I, 1972. 

was filed by the City of 
allowed by Commission 

On February 29, 1972, the Applicant filed Motion to (I) 
reinstate the petition and tariffs, pertaining to certain 
non-recurring charges, previously filed in Docket No. P-J9, 
sub 133, which docket had been ordered closed by Commission 
Order of February 24, 1972, and (2) to consolidate Docket 
No. P-19, Sub 133 with the Application for increased rates 
in Docket No. P-19, Sub (36. The Commission, commissioner 
Wells dissenting, issued an Order on March 17, 1972, 
reopening Docket No. P-19, Sub 133, and consolidating it 
vith Docket No. P-f9, Sub 136. 

Application 
Union County 
Intervention 
I 972. 

for LeaYe to Intervene vas filed by Monroe
Chamber of Commerce on March 29, 1972. The 

vas allowed by Commission order of Karch 31, 

The consolidated Docket was called for hearing on April 
18, 1972, at which time the Commission unanimously ruled 
that the Applicant had not complied vith Paragraph Four of 
the Commission's Order dated NoYember 30, 1971, by failing 
to .publish notice of its geneI:'al rate application in 
newspapers having general coverage in its service area by 
February 14, 1972, a~d further, had not published such 
notice as of April 18, 1972. Following the Commission 
ruling, the Applicant moved for continuance of the 
proceeding, stipulating that the 270 day statutory period be 
extended 90 days from the final date of public hearing, and 
also moved to update the test period. 

By Interim order of April 19, 1972, the Commission, inter 
alia, ordered the hearing continue_d; scheduled separate 
dates for receiYing public witness testimony _in Monroe and 
Durham; set hearings to begin on July 18, 1972, in the 
Durham County Courthouse to receive· testimony and exhibits 
of the Applicant, t.he InterYenors, and the CoD1.mission Staff; 
required public notice; and ordered that the test period 
remain unchanged. On July 6, 1972, the Attorney General 
moved for continuation until a date subsequent to the 
Commission's reconsideration of General's general rate case 
in Docket No. P-19, Sub 115. Commission Order of July 10, 
1972, set the Attorney General's motion for oral argument on 
July IQ, 1972. 

on July JO, (972, the Intervenor, City of Durham, entered 
a ftotion for Continuance until after the commission entered 
its Order on Remand in Docket No. P-19, Sub I 1s. 
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By order of July 11, 1972, the Commission continued 
proceedings until such time as it entered an Order on Remand 
in Docket No. P-19, Sub I I 5. 

On August 22,· 1972, the applicant filed vith the 
Commission an Undertaking to place certain of the increases 
requested in the consolidated Docket into effect on all 
bills rendered to its customers on and after September 4, 
1972, under the provisions of G.S. 62-135. By order of 
August 29, 1972, the Commission approYed said Undertaking, 
requiring, inter alia, that the Company issue a general news 
release and mail a copy of the Undertaking and the 
Commission's approTing Order to each of its customers. On 
August 31, 1972, the Applicant filed a motion to amend 
Commission Order of August 29, (972, contending that its 
notice mailed to customers·on August 22 should be sufficient 
to comply with the public notice requirement of the 
Commission•s August 29 Order. The August 29, (972 Order was 
amended by Commission Order of September I, 1972, to reguire 
only a general news release. 

The IntervE!nor, City of ·nurha~, filed Objection,. Exception 
and Motions to the Applicant's Undertaking. ComEission 
Order of September I, 1972 oyerruled the Objections of the 
City of Durham. 

The Applicant, on NoYember 10, 1972, filed Motion 
Requesting Immediate Hearing. 

On NoYember 14, 1972,. th_e Commission issued its Order on 
Remand in Docket No. P-f9, Sub 115. 

By Order of November 16, 1972,. the co■ mission,. ~ alia, 
denied the motion of the applicant requesting immediate 
hearing; rescheduled the hearing,. setting separate days for 
public witness testimo~y in both Monroe and Durham, with the 
remainder of the hearing set for the Commission Rearing 
Room, Raleigh,. North Carolina, beginning on Wednesday,. April 
25,. 1973; and required a new test period, being the tvelYe 
months period ending December 3(,. 1972. The Order further 
required notice by publication and by separate mailing or 
bill insert to each of its subscribers, and also required 
all parties to file completely reYised testimony and 
exhibits. 

By Order of February 7, 1973, the commission 
Applicant to file a plan for offering local 
service in its North Carolina exchanges. 

required the 
limited use 

The Applicant filed its First Amended Application,. based 
on the revised test period on February 23,. 1973. 

A Motion for LeaYe to serve Request for Admission of Facts 
was submitted on March 23, (973, by Commission Staff 
Counsel. The Motion was allowed by the Commission's Order 
of ftarch 23 and transmittal of said request for admission of 
facts was forwarded to the Applicant on March 23,. 1973. 
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The procedure for receiving testimony vas stated by the 
Commission in its Order of March 26, 1973. 

Notice of InterYention in this matter vas filed with the 
Commission on Karch, f973, by Honorable Robert Morgan, 
Attorney General of North Carolina, by his representatiTe, 
I. Beverly Lake, ~r., Assistant Attorney General; and Order 
recognizing that intervention was issued on April 9, 1973. 
on April 9, 1973, the Attorney General, in response to an 
amendment to the Application filed by the Applicant, filed a 
notion to Re·guire Additional Notice, Requesting Additional 
Public Hearings. 

On April 10, (973, the commission issued an Order of 
Clarification, ruling that the hearing would p~oceed upon 
the original request of $2,930,575, and upon the original 
schedule and notice of rates and charges filed in the 
hearing, and vould be limited to those proposed rates and 
charges and to the $2,930,575, of additional reYenue; the 
order also denied the April 9 Motion by the Attorney General 
for additional hearings. 

The hearing in this Docket began vith public witness 
testimony in Monroe, North Carolina, on April II, 1973, and 
in Durham, North Carolina, on April 18 and 19, 1973. 
Bearings· vere continued in the Commission Hearing Room, 
Raleigh, North Carolina, and extended through twelve hearing 
days. At their request, parties of record were afforded 
thirty (30) days from the date of the mailing of the last 
transcript within Which time to file briefs. 

WITNESSES 

The Applicant offered the testimony and exhibits of the 
fol.loving witnesses: 

Hr. ttichael E. Holstrom, Accounting Director of General 
Telephone Company of the southeast, testifying as to the 
results of a net· trended original cost study prepared under 
his supervision; Sr. James W. Bevener, ReYenues and Earnings 
Director for General Tel~phone company of the Southeast as 
to the fair Yalue of the Company •s property in North 
Carolina devoted to intrastate telephone operations; Kr. 
Daniel L. Golombisky, Chief Engineer of General Telephone 
company of the southeast, as to the planning and techniques 
employed by the Company to ensure the economical placement 
of telephone plant necessary for .9rovth and the requirements 
of the customer; ftrJ Malcolm Shepherd, Dis·trict Manager of 
General Telephone Company of the Southeast, as to the 
operations of the Company's Honroe District; Hr. John c. 
"cKinney, Plant Director of ·General Telephone Company of the 
Southeast as to purchasing policies and procedures; "r. 
Spiro B. Kircos, Assistant Contro1ler, Financial Analysis 
of GTE Automatic Electric Incorporation, as to the 
relationship between GTE Automatic Electric, Inc., and 
subsidiaries and the GTE Telephone Coupanies; Mr. William R. 
Wofford, Vice President and controller of GTE Data Services, 
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Incorporated, as to the data processing serTices pro•ided 
GTE operating telephone companies: Hr. F. Gordon naxson, 
Vice President-Re•enue Requirements of General Telephon~ 
Company of the Southeast as to the conditions which 
necessitated'tbe filing for an increase in rates; Mr. 
Charles Clos, Consultant, as to his evaluations of specific 
service ai:eas of the Company• s operations; Hr. Wilbur s. 
Duncan, CPA and partner, Arthur Andersen and company, as to 
accounting procedure and the propriety of using rate of 
return on investment as a basis for comparing the relative 
profitability of one company with another; Mr. Claude O. 
Sykes, General nanager of General Telephone Company of the 
Southeast, as to quality of serTice; Dr. Avery Cohan, 
Consultant, offered rebuttal testimony to Staff witness Dr. 
Edvard W. Erickson; Mr. Benjamin Hatfield, Consultant, 
offered rebuttal testimony to Staff witness Hr. Gene A. 
Clemmons; Hr. Lyle E. Orstad, Treasurer of General Telephone 
Company of the Southeast as to rate of return; Mr. Gerald 
Gawronski, Vice President, Controller of' General Telephone 
Company of the Southeast as to certain computations on rate 
of return on· original cost and fair value. 

The following public witnesses testified in Monroe on. 
April 11, 1973: Mrs. Joyce Stewart; Mrs. Adam Rushing; Mr. 
Charles Norwood; Hr. Richard Von Dorn; Mr. Thomas P. Dillon; 
Hr. John Pigg; Mrs. W. c. Wolfe; Hr. Earl Haigler; Hr. Joe 
·11.ccollum; Father Edvard Sheridan; and Mr. Richard Clark. 

The following public witnesses testified in Durham on 
April I 8, 1973: Hrs. William J. Witt, Jr.; Ms. Barbara 
sevald; Mr. Robert Conner; Hr. Gary Mottern; Dr. Gerald 
Ahronheim; Hs. Margaret King; Mrs.; Jacob Hay; Mr. James N. 
Scoggins; Mr. Garland Hicks; Dr. William D. Gentry; Dr. 
Warren Kirkendale; Mr. William Lee Richardson; Hr. John R. 
Dunn; Ms. Brenda Mann; Mr. J. M. Oakley, Ms. Myrtle Spencer 
Weeks; Ms. Etta Chambers; Ms. Julia McBride; Hs. Minnie 
James; Mr. Haywood Davis; Mr. Carl Rietman; Mr. H. B. 
Matthews; Mr. Jack Landers; lir. Phillip Lee Hilsted. The 
following public witnesses testifie.d in Durham on April 19, 
1973: Mr. O. J. Jordan; Mr. Charles F. T. Nakari; Mr. 
David Audet; Mr. Jeffrey Kamin; Mr. A. K. Robinson; Mrs. 
Jane Jones; Ms. Teresa B. Canty; Hs. Nancy G. Douglas; Ms. 
Nellie R. White; Ms. Sharon Brehm; Ms. Carol A. Jackson; Ms. 
Kitty Dempson; Hs. Melinda Harris; ?".Ir. Paul Lang; ars. Ruth 
Ford; Ms. Cynthia White; Hr. Charles R. Clayton; Ms. ·nonann 
Clement; Ms. Betty B. Millspav; Hs. Mara G. Simmerman; Ms. 
Constance Fennema; Dr. Patricia Prinz; Ms. Linda Burdette; 
Dr. Robert Bailey; Hs. Vangie Horton; Ms. Cynthia DeFrance; 
Mr. Gary Berman; Mr. Wib Gulley and Mr. B. J. Frye. 

The Commission Staff offered the testimony and exhibits of 
the following witnesses: 

Mr. Hugh L. Gerringer, Staff Telephone Engineer, as to the 
appropriateness of the division between interstate and 
intrastate operations of the Company within North Carolina, 
the status of the intrastate toll settlements for the test 
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period, and the determination of the company's normalized 
intrastate toll revenues for the test period; Mr. William 
E. Carter, Jr., Senior Staff Accountant, as to rate of 
return; Mr. Vern w. Chase, Chief Engineer, Telephone Bate 
Section, as to various aspects of rate changes proposed in 
the Company's application; Mr. Charles D. Land, Staff 
Telephone Engineer, as to the Staff's review of telephone 
service provided by the Company; Mr. Donald R. Hoover, Staff 
Accountant, as to the relationship and transactions between 
GTE Automatic Electric, Inc., and the North Carolina 
Division of General Telephone Company of the Southeast; Hr. 
Gene A. Clemmons, Chief Engineer, Telephone Service Section, 
as to the results of the Commission Staff's study of the 
cost of equipment and plant purchases by General Telephone 
Company of the southeast as compared to other telephone 
companies operating in North Carolina and excess investment 
in plant; Dr. Edvard w. Erickson, Consultant, as to the 
relationship and transactions between GTE Automatic 
Electric, Inc. and the North Carolina Division of General 
Telephone company of the Southeast; Dr. Richard Sylla and 
Dr. Charles P. Jones, Consultants, as to their determination 
of the cost of capital to General Telephone Company of the 
Southeast, and on rate of return. 

Intervenor, Monroe-Union County Chamber of Commerce 
introduced Exhibit No. I, a letter from Hr. E. M. Shepherd, 
Jr., General's Manager in the Monroe District to Hr. Charles 
Norwood, President of the Monroe-Union county Chamber of 
Commerce, dated April 10, (973, whereby General resigned 
from the -Chamber because the Chamber vas opposing General's 
rate application. 

Intervenor, City of Durham introduced Exhibits I through 6 
relating to certain rate schedules of various companies 
reflected therein, which said companies were alleged to be 
comparable companies for the purpose of rate level 
comparisons with General aild supported in part by the 
testimony of Mr. Lyle Orstad, witness for General, vho used 
cectain of the companies as 11comparable companies11 in his 
rate of return testimony. Furthec substantiation of 
compacability vas established in ccoss-examination of 
certain witnesses as to City of Durham's Exhibits 2 and 3. 

The Attorney General introduced Exhibits I, 2, 3, 4, 7, a, 
10, I I, 12 and 13 including certain voluminous exhibits 
relating to Genecal's relationship vith GT&E affiliates. 

The intecvenors assisted the public witnesses in the 
presentation of their testimony. 
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I. EVIDENCE 

A. QUALITY OF SERVICE 

Background 

The Commission's final order in. Dockets P-19, subs 94 and 
95 en·tered on December 19, 1968, indicated that: 

"The Company should give more a·ttention to eliminating 
antiquated equipment, tovard serving its Research Triangle 
patrons who require sophisticated equipment, specialized 
service, and technological expertise, and toward upgradin,g 
the quality of its residential service. Glaringly 
apparent from the evidence in this proceeding is the 
Company's failure to maintain sufficient personnel and 
adequately train them and its apparent lack of concern and 
attention to procedures and policies for courteously 
receiving and promptly remedying subscriber complaints. 11 

The Commission, in that case, considered the quality of 
service tben being rendered by General as a material fact 
bearing upon its determination of what were just and 
reasonable rates and based upon the record required 30 
specific improvements, vhich vere attached to that order as 

.Appertdix "B". The final ordering paragraph of the 
Commission's Order of December 19, 1968, proVided as 
follows: 

"8. Applicant, General Telephone Company of the Southeast 
shall fully comply With all service provisions and 
requirements, and shall promptly make all reports, as 
contained in Appendix "B" hereto attached and incor
porated, but, in any e•ent, shall have effected sub
stantial overall improvement in the quality of its North 
Carolina service not later than December 31, J969. 
Failure to comply with the service improvement provision 
of this order, specifically including Appendix 11 B11

, shall 
result in action by the Commission as in contempt, or in 
proceedings to show cause why Applicant's Certificate of 
Public convenience and Necessity should not be revoked or 
statutory penalties inYoked. 11 

On May I I r I 971 r the 
No. P-1 9 r Sub I I 5 
impq>vements. 

Commission entered an order in Docket 
and required II specific service 

The specific improvements ~eguired were: 

(I) Reduce failure rate on local interoffice calls to a 
range of . 2%. 

(2) sustain service so the failure rate on intraoffice 
calls is in the range of J%. 

(3) Provide answer time on repair service calls so that 
90% or more are answered within 20 seconds. 
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(5) 

(6) 

(7) 

(8) 

(9) 

TELEPHONE 

Reduce failure rate of DDD calls so that the failure 
rate on originating DDD calls is less than 5%. 

~aintain public paystations so that 
paystations are in working condition on a 
basis. 

90" or more 
continuing 

ProYide directory assistance serYice so that operator 
answer time vill not exceed TO seconds on more than 
·1 s,; of the calls. 

aeduce· total trouble reports per 100 stations so that 
the total trouble reports per 100 stations per month 
do not exceed 6 for the North Carolina division. 

Provide central office maintenance so that the 
Equipment service Index for each central office 
be consistently 94 or higher. 

Dial 
vill 

Reduce subsequent trouble reports and repeat 
reports so that the percentage of subsequent 
and repeat reports will be consistently below 

trouble 
reports 
1oi. 

(10) Provide trouble clearing so that on a continuing 
basis at least 95% of all reported trouble during a 
month are cleared within 24 hours from the time the 
trouble is reported to the company. 

(II) Provide service installations so that on a continuing 
basis at least 90% of all regular serYice 
installations are worked within 5 days and service 
orders not worked by the due date and mi~sed for 
company reasons shall be consistently in the range of 
5% or less. 

The Commission indicated in that order that 11 should 
General fail to comply with the service improvements 
provisions of this order, the Commission should give serious 
consideration to issuance of shov cause proceedings as to 
whether statutory penalties should be invoked." Three 
Commissioners found that General's overall quality .of 
service was on the l.ow side of being -reasonably adequate. 
Subsequent to appeal of that order, the Commission entered 
an order on remand in J:?ocket No. P-19, 'sub 115 on November 
4, 1972, from which no appeal vas taken by any party. The 
majority order found that the overall _quality of serYice 
afforded by General to its subscribers was reasonably 
adequate, but just b-ai:ely so. The order on remand 
reinstitu·ted the 11 service requirements of the commission's 
order of May 11, {971, to be completed on or before auly I, 
1972. 

Evidence 

Evidence regarding quality of service was presented in 
this proceeding by way of direct testimony and exhibits by 
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the applicant, the commission staff, the protestants, and 
from the subscribers of General. 

Mr. Charles Clos, Engineering Consultant employed by 
General, testified to the results of his independent 
evaluation of the company's operations in the area of toll 
traffic, the completion· rates of telephone calls for both 
toll and local service, and certain specific requirements of 
the Commission's May II, 1971, Order in Docket No. P-19, Sub 
I I 5. 

Mr. Claude Sykes, General Manager of General Telephone 
Company of the southeast, testified for the purpose of 
discussing service measurements that are in compliance with 
the ordering paragraphs of Docket No. P-19, Sub I 15 and 
Docket No. P-36, sub 56, and also to discuss areas of 
service which are not directly measurable but directly 
affect the service provided to subscribers. Mr. Sykes 
expressed the opinion that his company was meeting nine of. 
the Commission requirements and that the other two (10% or 
fever repeated trouble reports and 5% or less ODD test calls 
failures) were not realistic reguii:ements. Hr. Sykes 
further commented on the company's policy of meeting service 
requirements efficiently, and cited company innovations to 
increase productivity. 

Numerous specific ievels of service were measured by 
Commission Staff witness Charles Land. In his testimony, 
Hr. Land stated that of the eleven service improvement 
requirements placed on General in Docket No. P-19, Sub I 15, 
only seven have been met. The service improvement 
requirements not met were: ODD test call failure rate, 
repeated trouble reports, percent of paystations out of 
service and interoffice call failure rate. 

In ·response to the testimony of Mr. Clos, the Commission 
Staff offered into evidence Staff Exhibit z, consisting of a 
lengthy memorandum dated October 22, 1911, prepared by Mr. 
Clos for General, wherein Clos discusses in detail his 
observations and findings in respect to General's level of 
service and service problem. Much of the context of the 
Clos memo reinforces the testimony and findings of Staff 
Witnesses Land and Clemmons in this docket and Clemmons' 
testimony and findings in previous dockets. 

PUBLIC WITNESS TESTIMONY IN MONFOE 

At the public hearing in Monroe on April 11, 1973, 
witnesses testified that they encountered problems with 
local dialing; direct dialing of long distance calls; static 
on the line; fading of voice tones; complete outages of 
service; wrong numbers; difficulty obtaining directory 
assistance; billing problems; and indicated that third 
parties had stated that they could not reach the witness by 
calling into the witness' telephone, one witness indicated a 
problem with underground service installation and witnesses 
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reported parties on their lines even though they were 
assigned and paying for an individual line. 

PUBLIC WITNESS TESTIMONY IN DURHAM 

At the public hearing in Durham on April 18, 1973, 
witnesses testified that they encountered difficulties with 
local dialing; direct dial-ing of long distance calls; wrong 
numbers; ·complete outages in sel:'vice; static on the line; 
numbers reported out of service when they were not; third 
parties stated that they could not reach the witness by 
dialing into the witness• telephone; witnesses indicated 
other parties were on the line even though the witnesses 
were assigned and paying for an individual line; 
difficulties with respect to obtaining phone service 
initially; in obtaining directory assistance; telephone 
ringing when no one is on the line; problems in being 
disconnected for non-payment without notice; fading of voice 
tones; poor response to telephone service by General, 
including missed appointments being disconnected and cut-off 
in middle of a conversation; and a number of persons 
testified that they consistently encountered billing 
problems and in particular being billed for toll charges 
which, although removed and not paid for that month, would 
reappear in subsequent months. 

B. INTER-COMPANY TRANSACTIONS 

Background 

In the final order of December 19, (968, in Docket No. P-
19, Subs 94 and 95 the Commission found that: 

"General's purchases from its affiliated supplier, 
Automatic Electric Company, since its last rate case have 
amounted to the affiliates dealing with themselves under 
conditions other than arms-length bargaining and have 
produced investment costs to General and profits to the 
affiliated supplier which are unjust and unreasonable and 
which, if not adjusted for ratemaking purposes, will have 
the effect of concealing, transferring or dissipating the 
earnings of the public utility for rule-making purposes." 

That finding was based upon a record which contained a 
comparison of prices paid by General to AE and paid to other 
non-affiliated suppliers by operating telephone companies. 
No appeal was taken from that order .• 

A similar finding and adjustment in General's rate 
application in Docket No. P-(9, sub I 15, was disallowed by 
the North Carolina Supreme Court, which found no evidence in 
the record of the proceeding to support such an adjustment. 
The Commission, in its order on Remand in Docket No. P-19, 
Sub I 15, viewed the Supreme Court•s determination of error 
on this point to he based on error in methodology rather 
than principle. 



RATES 603 

Evidence 

Mr. Spiro B. Kircos, Assistant Controller,· Financial 
Analysis, GTE Automatic Electric Incorporated, testified 
concerning accounting procedure and the relationship between 
GTE Automatic Electric, Incorporated and Subsidiaries and 
the GTE telephone companies. Mr. · Kircos testified that 
Automatic Electric•s (AE) basic price policies are the same 
as the policies that existed prior to the acquisition of AE 
by GTE, and have changed only to the extent of increasing 
the number of products sold at lover prices to affiliates. 

Mr. Kircos presented price comparisons of items of 
equipment and supplies sold by AE to affiliates with those 
sold to non-affiliates; comparisons of AE's gross margin on 
transactions vith affiliated and non-affiliated customers; 
and comparisons of ·i:eturn on equity of AE vitb seven 
companies included in the Electrical ftachinery, Equipment 
and supplies industry was grouped by the SEC. Hr. Kircos 
also presented his computation of the rates of return earned 
by GTE on its inTestment in AE for the years (951 - 197J. 

Mr. K'ircos testified GTE used the 11 pooling of interests" 
method in recording the acquisition of AB, and therefore the 
assets of the acquired company are carried on the books of 
th,e acguirer at th.e same value they vere carried on tp.e 
books of the acquired company before acquisition. Mr. 
Kircos testified the rates of retUrn he computed on GTE 1 s 
investment for the years 1951 - 1971 reflect the proforma 
recording and subsequent amortization of goodwill in 
accordance vith the "purchase" met_hod of accounting for an 
acquisition. · 

Mr. Kir~os further testified that successful 
companies ordin~rily earn a greater return 
utilities in that manufacturers are subject to 
greater risk. 

manufacturing 
than public 

significantly 

Hr. Wilbur s. Duncan, CPA and partner, Arthur Andersen and 
company, witness for the company, testified concerning 
accounting procedures and the propriety of using rate of 
return on investment as a basis for comparing the relative 
profitability of one company vith another. Kr. Duncan 
testified it is a generally accepted accounting principle 
that the cost of an ·asset~ tangible or intangiblet is 
~easured by the fair value of the consideration gi•en in 
exchange. In the case of an acquisition by the issues of 
shares, the cost is measured by the fair value of the stock 
issued for the acquisition.-

Mr. Duncan testified that GTE 1 s investment in Automatic 
Electric Incorporated is not recorded on the.book of GTE at 
the fair Talue of the shares issued. Under the alternative 
accounting treatments available at the time, GTE had the 
option of recording its investments at the underlying book 
value of Automatic's tangible assets rather than accounting 
for the cost of its assets to GTE. 
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Mr. Duncan testified that it is extremely difficult to 
draw any meaningful conclusions on comparisons of return on 
inTestment between indUstrial companies without careful 
analysis of the comparability of the companies. Mr. Duncan 
further testified t4at a valid comparison of Automatic's 
return on investment vi th th·e return of other industrial 
companies would require companies with product lines similar 
to those of Automatic and whose return is not influenced by 
significant factors not present in Automatic•s operation. 

Dr. Avery B. Cohan, Professor of Pi_nance, University of 
North Carolina, Chapel Hill, witness for the company, 
offered testimony and exhibits in rebuttal of the testimony 
and exhibits presented by Dr. Edvard W. Erickson, Associate 
Professor of Economics, North Carolina state University, 
witness for the Commission Staff. Dr. Cohan testified that 
before price leadership can exist in any given market there 
must be a dominant firm and the other firms must be small in 
number and size and docile. Dr. Cohan contends these 
conditions for price leadership in the telecommunications 
industry are not satisfied. 

Dr. Cohan testified that in a-ssessing the reasonableness 
of prices Automatic Electric charges General Telephone 
company of the Southeast, prices chaiged by Automatic 
Electric to other independent telephone companies can be 
used ·to judge the reasonableness of prices to General 
Telephone Company of the southeast. Dr. Cohan testified 
that, in his opinion, Automatic Electric•s prices to General 
Telephone Company of the Southeast are not unreasonably 
high. 

Dr. Cohan further testified that Dr. Erickson's testimony 
stands or falls on his allegation that Automatic•s prices to 
General Telephone Company of the Southeast are unreasonably 
high and that or. Erickson's conclusion is based on 
unrealistic price comparisons. 

Mr. William P. Woffor~, Vice President and Controller, GTE 
Data Services, Incorporated, testified concerning data 
processing sBrvices provided GTE operating telephone 
companies. ~r. Wofford testified that nev sophisticated 
data processing techniques are required to meet demands for 
increased efficiency, response to technical change, and 
continuing improvement of service, and that only the 
economics of a large, integrated and consistent approach of 
a specialized corporation, such as that of.GTE Data Services 
Incorporated make these te~hniques economically feasible. 

Hr. Wofford· further testified that a regional staff of 
professional data processing personnel is available to all 
locations, thus allowing the operating telephone companies, 
such as General Telephone Company of the Southeast, to drav 
upon the professional resources of a central staff without 
having to underwrite the cost of such a staff entirely on 
its ovn. 
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Dr. Edward w. Erickson, Associate Professor of Economics, 
North Carolina state Uni~ersity, witness for the Commissiori 
Staff, testified concerning the relationship and 
transactions between GTE ~utomatic Electric, Incorporated 
and the North Carol:ina Division of General Telephone Company 
of the SoUtheast, both companies subsidiaries of General 
Telephone and Electronics corporation. Dr. Erickson's 
testimony included an analysis of the competitiYe 
environment and the reasonableness of prices charged by GTE 
Automatic Electric, Incorporated to the North Carolina 
Division of General Telephone company of the Southeast and 
the effect these transfer prices have on the rate base of 
the North Carolina Division. 

Dr. Erickson testified the non-Bell market for telephone 
equipment and supplies is dominated by GTE Automatic 
Electric, Incorporated and cannot be characterized as a free 
and competitive market with arm's-length bargaining. Dr. 
Erickson found the transfer prices between GTE Automatic 
Electric, Incorporated and the North Carolina Division of 
General Telephone Company of the Southeast to be 
unreasonably high. 

Dr. Erickson testified that the pervasive existence of 
sales betveen affiliated companies which are subsidiaries of 
the same holding company cannot represent arms-length 
transactions, and in the absence of arms-length bargaining 
the incentives are for affiliated buyers and sellers to set 
transfer prices which maximize the profits of the joint, 
combined, affiliated operations. Dr. Erickson testified, 
that in his opinion, such a relationship exists between 
Automatic ~lectric and the North Carolina Division of 
General Telephone Company of the Southeast. 

Dr. Erickson further testified that, as a result of the 
unreasonably high transfer prices between the Subsidiaries 
of General Telephone and Electronics Corporation, the rate 
base of the North Carolina Division of General Telephone 
company of the southeast is inflated and results in 
increased charges for telephone service to the company's 
customers. 

Dr. Erickson recommends that appropriate action be taken 
to eliminate the unreasonably high component of the 
subsidiaries• transfer prices from the rate base of the 
North Carolina DiTision of General Telephone Company of the 
Southeast. 

Mr. Donald B. HooTer, Staff Accountant, witness for the 
Commission Staff, offered testimony and exhibits directed to 
the relationship and transactions between GTE Automatic 
Electric, Incorporated and the North Carolina Division of 
General Telephone company of the Southeast. nr. Hoover also 
presented a report on his study of the purchase of an 
aircraft by General Telephone company of the Southeast. 
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Mr. HooYer testified that over 68% of AE's total sales of 
equipment and supplies during the 16-year period, 1957 
through (972, haYe been to its affiliated domestic telephone 
companies, and that AE's total sales to non-affiliated 
domestic telephone companies declined from 35.2~ in 1957 to 
1q.11 in 1972. 

Mr. Hoover testified that AE 1 s unadjusted net income on 
sales to the North Carolina DiTision produced rates of 
return on staff unadjusted net investment ranging from 
!3.28% to 40.62% during the -16-year period, 1957 through 
) 972, and. that AE 1 s return on average stockholder's equity 
ranged from 13.7% to 40.8% during the IS-year period, (958 
through 1972, vith an _average return on common equity of 
20.n. 

Kr. Hoover recommended that the North Carolina Utilities 
Commission adopt the basic ·concept of limiting the rate of 
return on investment of supplier affiliates to that allowed 
the affiliated re(Julated utility on transactions l::etveen the 
supplier and the utility when both companies are affiliates 
or subsidiaries of the same parent. Mr. Hoover further 
recommended that action be taken to eliminate from the North 
Carolina Division rate base those charges for goods and 
services that represent a i:ate of returll" on investment to 
the supplier affiliate in excess of that allowed the North 
Carolina Division of General Telephone Company of the 
Southeast. 

With regard to the purchase of an aircraft by General 
Telephone Company of _the Southeast, He. Hoover testified the 
North Carolina DiTision benefits very little, if at all, 
from the use of the company aircraft, and since its 
acquisition, total air traTel expenses haTe increased. The 
increase is far in excess of the related increase in the 
number of Southeast Division employees. Hr. HooTer 
testified that the increased air travel cost further 
emphasizes the question of whether the ownership of the 
plane and its attendant fixed cost and the ready 
availability of the aircraft tended to cause the accelerated 
increase in total air travel costs. Mr. Hoover testified 
that the economics of this purchase remain in question. 

C. FAIR VALUE OF PLANT IN SERVICE 

G.S. 62-(33 provides that the Commission in rate 
proceedings shall ascertain the fair Talue of plant in 
service at the end of the test period, considering original 
cost, replacement costs, and any other factors relevant to 
the present fair value of the property. · 

Evidence 

Mr. Michael E. Holstrom, Accounting Director, General 
Telephone Company of the Southeast, testified to the results 
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of a net trended original cost study prepared under his 
supervision. Mr. Holstrom•s study prdduced a total net 
trended original cost of $79,780,737 for North Carolina as 
of December 31, 1972. Mr. Holstrom testified that his net 
trended original cost is the statement of original cost Of 
telephone plant in service reduced by the portion of that 
cost which has been recovered by depreciation accruals, 
translated from price levels existing in the years of 
installation to current price levels and that this 
translation is achieved by mult-iplying the net book cost of 
each class of property for each Tintage by the ratio of the 
cost index numbers for the current year to cost inder 
numbers for the year in which the property was installed. 
The investment in existing telephone plant in terms of 
today's price level was determined by applying the current 
tatio of labor cost to material cost to the individual labor 
and material indices. The vintage dollars to which the 
trended factors were applied were developed by Kr. Holstrom 
on the basis of the application of selected Iowa survivor 
curves. A theoretical reserve study was prepared for each 
account, the total actual book reserve was distributed.to 
accounts p~oportionately to obtain the vintage reserve and 
the vintage reserve was then aged to distribute the dollars 
as accrued over the years. The original cost less the aged 
depreciation reserve was then multiplied by the trending 
factors to arrive at the· trended net book cost for each 
account. 

Mr. James W. Hevener, Revenues and _Earnings Director for 
General Teleph6ne Company of the Southeast, testified to the 
fair value of the company's property in North Carolina 
devoted to intra-state telephone operations. Mr. Hevener 
testified that he determined the fair value of the intra
state telephOne property to be $63,500,000. Mr. Bevener 
testified that in arriving at his fair value determination, 
he re vie.wed the past operations of the company, including 
service demands of- customers, placement and utilization of 
telephone plant, social and economic conditions, quality of 
telephone service, and the o~erall effectiveness of the 
company•s operations. He further testified that he reviewed 
the continued increase of telephone plant needed to meet 
service regu1rements, the development of the company's 
intrastate net inTeStlllent based on original cost from .the 
books of the company, the net trended value of the telephone· 
plant as developed ·by ~r. Holstrom, and he verified Hr. 
Holstrom•s findings by making two trended depreciated book 
cost e•aluations using the Consumer Price Index and the 
Gross National Product. Implicit Price Deflater. Hr. Bevener 
testified that his ultimate determination of fair value is a 
judgment decision giving general weight to the 
considerations previously mentioned. 

~r. Daniel L. Golombisky, Chief Engineer of General 
Telephone Company of the Southeast, testified to the 
planning and techniques employed by the company to ensure 
the economical placement of telephone plant necessary for 
growth and the requirements of the customer. Mr. 
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Golombisky 1 s testimony related to the utilization of inside 
and outside plant facilities. 

Kr. Golombisky offered rebuttal 
testimony of Hr. Gene A. Clemmons of 
concerning excess line and terminal 
first selectors and trunking. 

testimony to the direct 
the Commission Staff 

equipment, linefinders-

Hr. Malcolm Shepherd, District Manager of General 
Telephone Company of the southeast, Monroe District, 
testified that he was responsible for the entire operation 
in the Konroe District; that he was involved in purchases 
for items of use in connection with operations in Monroe, 
Altan and Goose Creek; that items normally purchased are 
telephones, drop wires, station protectors and hardware used 
in telephone maintenance; that these purchases ar.e made from 
a standard mate~ial list; that the majority of the 
telephones are purchased from Automatic Electric; that no 
adYertising of any equipment used in the maintenance 
operations is conducted. Mr. Shepherd also testified vith 
respect to the quality of telephone serYice in the Monroe 
District. · 

Kr. John c. McKinney, Plant Director of General Telephone 
company of the Southeast, testified as to purchasing 
policies and procedures. The witness testified that they 
are not obligated to purchaqe from any manufacturer or 
supplier; that the company is working tovard standardiZation 
of equipment - because of the benefits deriYed by 
standardization; th at materials•, supplies, and station 
apparatus are purchased from Automatic Electric because they 
are generally available at a lower cost than from other 
supply sources; that they purchase from other suppliers when 
it is found that based on price, availability or other 
cons~derations that it is more economical to do so; that 
during 1972, they purchased about $2,380,681 vorth of 
material from non-affiliated suppliers for use in N_orth 
Carolina; that, price comparisons made by the witness between 
Automatic Electric•s price list and a combination of 
purchase prices and catalog prices from Graybar Electric, 
Stromberg-Carlson, and Superior continental, shoved General 
Telephone company of the southeast prices to be equal to or 
better than the prices being paid by other telephone 
companies. 

Kr. McKinney offered rebuttal testimony for the purpose of 
shoving that the direct testimony of Mr .. Gene A .. Clemmons of 
Che Commission staff was in error in comparing the prices 
paid by Ge'neral Telephone Company of the Southeast for 
equipment and materials to those paid by the Bell Telephone 
Company since the Western.Electric source of supply is not 
available to the independent telephone industry; that 
General Telephone Company of the southeast's prices compared 
favorably with purchases made by other independent telephone 
companies and that it is normal to expect some Yariances 
vhen comparing a variety of items for good and cogent 
reasons; that Mr. Clemmons compared many unlike ite■s; and 
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that in many instances, the lowest purchase price does not 
result in the lowest investment or lowest repair cost. 

Hr. Benjamin F. Hatfield, Public Utilities Consul-tant, 
testified as a rebuttal witness for General Telephone 
Company of the southeast to the testimony of Mr. Gene A. 
Clemmons of the Commission 1Staff. Hr. Hatfield testified 
about the ratio of telephone plant in serTice to company 
stations; that there are a number of variables that affect 
the cost and investment of telephone; that in his opinion, 
it is not possible to judge a telephone company's 
performance by inTestment per telephone; that the ratio of 
maintenance expense per average company telephone does not 
have any significance for judging any performance or 
inefficiency by looking at maintenance expense per average 
telephone alone. 

Mr. Gene A. Clemmons, Chief Engineer, Telephone Service 
Section, of the North Carolina Utilities Commission, 
testified as to the results of the Commission staff's study 
of the cost of equipment and plant purchases by General 
Telephone Company of the Southeast as compared to other 
telephone companies operating in North Carolina. His 
testimony also covered central office equipment margins at 
the end of the test period. The cost comparison study 
included cable, station apparatus, station connection 
material, outside plant items and central office equipment. 
The witness made a comparison of prices taken from company 
invoices or from data filed by the companies compared. 
Purchases by General Telephone Company were compared with 
purchases of Southern Bell, Carolina Telephone Company, 
North State Te~ephone Company, Nor.th Carolina Telephone 
Company, Concor~ Telephone Company, Central Telephone 
Company and Western Carolina Telephone company. 

Hr.· Clemmons jlso placed in the record through a s.eries of 
exhibits derived from the Commission's files telephone plant 
year-end investment, company stations, and investment per 
station for all regulated North carqlina telephone companies 
for the years 1967-1972. 

Using the tvo companies most comparable in size and 
characteristics of area served to General (North State 
Telephone Company and Concord Telephone Company) the 
following, tab1e discloses the year-end investment per 
station comparisons: 

PLANT INVESTMENT PER STATION 

!967 1968 !969 1970 .li1J. !972 
Concord Telephone 

Company $371 $392 $404 $41 9 $435 $453 
General Telephone 

Company of the S. E. 454 528 573 62 I 724 771 
North state 

Telephone Co. 343 345 359 386 405 424 
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Mr. Clemmons testified that his review of the quantity of 
lines and terminals installed in plant of General Telephone 
Company which exceeded the requirements for a reasonable 
engineering period was estimated to be $317,645. The 
witness' estimation of excess investment in trunks, 
linefinders-selectors, and Connectors which were installed 
at the end of the test period but not required by the 
traffic load was $712,909. 

D. FAIR RATE OF RETURN 

As provided by G. s. 62-133 (b) (4), the North Carolina 
Utilities Commission is charged by lav to 11 fix such rate of 
return on the fair value of the property as will enable the 
public utility QI. §.Q_Und management to produce~ fair profit 
for it2 stockholder, ••• and to compete in the market for 
capital funds on terms which are ••• fair to its customers 
2_nd to ]:!,~ existi!!9. investors, (emphasis added)•" The 
witnesses testifying on accounting procedures, rate of 
return, and finances of Gen8ral Telephone Company of the 
Southeast have expressed differences of opinion as to a fair 
ra.te of return necessary to proYide a fair profit for 
stockholders under these requirements. 

Evidence 

Mr. o. G. Gawronski, Vice President-Controller of General 
Telephone Company of the Southeast offered testimony and 
exhibits concerning rates of return on plant investment and 
on common equity after •an added increment representing the 
difference between the company's fair Yalue of telephone 
plant in service and original c·ost of telephone plant in 
service. Mr. Gavronski's testimony was substantially as 
follows: For test period operations after pro forma 
adjustments, adjustments to end-of-period level, and 
allocations to intrastate operations, the original cost net 
investment is isS,886,262, which, with a net operating 
income for return of $3,696,452, excluding out of test 
period wage increases, results in a rate of return of 6.28% 
under'present rates. A return of 4.12% on fair value common 
equity was found at the end of the test period under present 
rates. 

Staff witness Wi~liam Carter presented testimony and 
exhibits on rates of return as follows: after accounting 
and proforma adjustments, adjustments to end-of-period and 
allocation to intra-state operations, the original cost net 
investment is $57,(43,639, which, with a net operating 
income for return of $3,778,527, ~esults in a rate of return 
of 6.6(1 under present rates. ~ return of 6.a2i on book 
common equity vas found at the end of the test period under 
present rates. After allowing for the proposed increase, 
the return on original cost net investment rises to 9.01 
while the return on book common equity becomes 12.20%. 
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Allowances for working capital are included in the original 
cost net investment. 

The differences in the 
by Mr. Gawronski and 
following: 

rate of return figures as presented 
Mr. Carter were results of the 

I) In detecmining the end-of-period adjustment for 
miscellaneous revenues, General annualized the actual 
miscellaneous revenues for the last three months of the test 
period while the Commission Staff increased actual 
miscellaneous revenues for the test period by the station 
growth during the test period. The Commission staff's 
method results in $37,960 more intrastate miscellaneous 
revenues than General's method. 

2) The commission staff's end-of-Period adjustment to 
intrastate toll service revenues is $7,294 less than 
General's adjustment because the Commission Staff disallowed 
certain of General's pro forma expense adjustments which 
have an effect on General's toll serYice revenues. 

3) The Commission Staff reduced intra-state maintenance 
expenses by $30,175 to exclude charges for non-recurring 
expenses for moves and Changes connected with reallocation 
of fioor space in the general office building. 

4) The commission staff reducec! intra-state maintenance 
expenses by $2,328 to exclude tree trimming expenses for 
work performed prior to the t·est period, but recorded during 
the test period. 

5) The Commission Staff's intra-state end-of-period 
adjustment to roaintenance expenses is an additional $1,189 
less than General's resulting from the above-mentioned 
maintenance expense adjustments multiplied by the growth in 
stations during the ·test period. 

6) The Commission Staff reduced intra-state general 
office salaries and expenses by $590 to reclassify 
charitable contributions· to miscellaneous income deductions. 
This adjustment resulted in an additional reduction in 
intra-state general office salaries and expenses of $22 when 
multiplied by the growth in stattons during the test period~ 

7) The Commission Staff reduced intra-state other 
operating expenses by $14,325 to amortize current ana prior 
rate case expenses over a five year period. General 
expenses rate case costs in the year incurred. 

8) The commission staff reduced intra-state other 
operating expenses by $),728 to reclassify Chamber of 
Commerce dues and contributions to miscellaneous income 
deductions. 
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9) The cOmmiSsion 
ope ca ti.ng expenses by 
performance share plan. 
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Staff 
$7, I IO 

reduced intra-state 
to exclude charges 

other 
for a 

1 0) The Commission staff's intra-state end-of-period 
adjustment to other operating expenses is an additional $848 
less than General's resulting from the above-mentioned other 
operating expenses adjustments multiplied by the growth in 
stations during the test period. 

Ill The Commission Staff's erid-of-period intra-state 
adjustment to depreciation expense is $24,864 less than 
General's adjustment because General used a depreciation 
rate of 6.7% on a type of central office equipment instead 
of the approTed rate of 6.(%. 

amount for intrastate taxes 
more than General's amount 

between the commission staff's 
adjustments to miscellaneous 

12) The commission Staff's 
other than income is $2,277 
resulting from the difference 
and General's end-of-period 
revenues. 

13) The Commission Staff's amOunt for intra-state Federal 
and state income taxes is $25,493 more than General's amount 
resulting from the difference between the Commission Staff's 
and G.eneral's amounts for revenues, expenses, general taxes 
and interest expense. ~lso, the Commission Staff used a 
Federal income tax rate of 47.66% which is the effective 
rate for General Telephone and Electronics Corporation for 
1972. General used a rate of 48%. · 

14) The Commis·sion Staff's intra-state amount for 
accumulated provision for depreciation is $210,029 more than 
General's amount because General did not increase the 
accumulated provis~on for depreciation following the end-of
period adjustment to depreciation expense. 

15) In determining net operating income for return the 
commission staff deducted iJl.tra-state intere-s-t- on customer 
deposits in .the amount of $4,000 while General did not 
deduct this ite~. 

16) In determini·ng the allowance for working capital, the 
commission staff included material and supplies, a cash 
allowance of 1/12 ·of operating expenses, average 
prepayments, less average tax accruals and average customer 
deposits for a negative amount of $359,726. General 
included material and supplies and a cash allowance· of 1/8 
of operating expenses, based on a lead-lag study prepared by 
!'Ir .. Gawronski. General's allowance for working ·capital 
totaled $f ,f72,B70. 

Through a series of exhibits developed from information 
obtained in the Commission's files, Staff Witness Clemmons 
developed comparative figures for maintenance expense per 
average station for all regulated telephone companies in 
North Carolina for the calendar years 1967-1972. The 
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following table reflects the experience of General compared 
to North State Telephone company and concord Telephone 
Company, tvo other systems whose size and service area 
characteristics make them comparable to General: 

MAINTENANCE EXPENSE PER STATION 

1967 1968 1969 I 970 l.211 ) 972 
Concord Telephone 

Co. $15.72 $16.34 $16.82 $ I 8. 72 $)9.37 $19.74 
General Tel. Co. 

of the s.E. 18.04 20.80 24.67 26.41 32.22 35.59 
North State Tel. 

co. )8.03 19.58 I 9.34 20. 2 I 23.32 24. 87 

Kr. Lyle E. Orstad, Treasurer of General Telephone Company 
of the Southeast, offered testimony and exhibits concerning 
a fair rate of return. Hr. Orstad 1 s testimony vas 
substantially as follows: In determining a fair rate of 
return emphasis vas placed on the financial history as well 
as the future financial plans of the company, the economy of 
the area served, the financial data of similar type 
companies, and a study of the money market to determine the 
availability to the company of the funds necessary to 
continue the company's substantial construction program, and 
at what cost level. 

The capitalization of the company as of December 31, 1972 
totaled $404,825,000 as follows: Bonds $(52,736,000i 
Debentures $4,800,000; other Long-Term Debt $24,000; 
Short-Term Debt $50,511,000; Deferrals $12,214,000; 
Preferred Stock $3,870,000; and Common Equity 
$180,670,000. Mr. orstad preformed a capital .structure at 
December 31, 1972 to include the issuance of $25,000,000 in 
First Mortgage Bonds to occur in March, 1973 and the 
issuance of $8,51 f,000 of common stock to occur in March, 
1973. The purpose of both of these issues will be to reduce 
short-term debt. 

The embedded cost of long-term debt at December 31, (972 
was 7.32% based on -actual capital structure and 7.39% based 
on the preformed capital structure, using a cost of 7.83% 
for the bonds to be issued in March, 1973. The embedded 
cost of preferred stock vas 4.66%. Mr. Orstad used a rate 
of 8% for short-term debt. 

In determining an earnings requirement for common equity, 
comparable utilities were studied to determine the return on 
equity of similar companies subject to corresponding risks 
and uncertainties. Also, interest coverages of utilities 
were analyzed and a level of coverage Tiecessary to maintain 
financial integrity and successfully market· securities was 
determined. 

General 
maintain 9. 

in order 

Telephone Company of the Southeast needs to 
level of interest coTerage of at least 2.5 times 
not to jeopardize its Bond rating position of A. 
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but General's bond indentures requires only an interest 
coverage of two times before income taxes and is on bonds 
only, and would not include any interest on debentures or 
short term debt. (Transcript Vol IX, page 34). A 2.5 times 
interest coverage would result in a return on common equity 
of 12-18% for General Telephone company of the Southeast, 
~nd an overall return requirement of 9.54%. 

~r. Orstad further stated in his opinion that, based on an 
analysis of earnings on common equity of comparable 
utilities, the requirement for common equity should be in 
the range of from 12% to 14%. On the basis of an interest 
coverage review, the requirement for common equity should be 
at least 12%. The earnings allowances on equity should be 
in the range of from (2% to 13.5%, which would result in an 
overall cost of capital of 9.2q% to 9.94%. A fair rate of 
return to General Telephone company of the Southeast is 
9.5%. 

Ors. Sylla and Jones, witnesses for the commission Staff, 
offered testimony and exhibits presenting their 
determination of the cost of capital to General Telephone 
company of the Southeast and to determine what constitutes a 
fair rate of return for the company on its investment used 
and useful in providing telephone service in its North 
Carolina intrastate operations. The cost of common equity 
to General is between (0.6% and I 1.3%. This was determined 
by judgment based on the dividend growth and past book value 
growth of eleven risk-equivalent stocks including General 
Telephone and Electronics Corporation. The overall cost of 
capital to General Telephone company of the Southeast is 
between 8.32% and 8.62%, based on a capital structure of 
53.34~ debt, 3.02% no cost deferrals, .95J preferred stock 
and 42.69% common equity and embedded cost of 7.32% for 
mortgage bonds, 4.88% for debentures, 8.00% for other long
term debt, 4.66% for preferred stock and a rate of return on 
equity of 10.6% to 11-3%. A rate of return of 8.40% will 
allow General Telephone Company of the southeast to compete 
in the market for capital funds on a reasonable and fair 
basis to its existing investors and to its customers. 

In addition to evidence on rate of return necessary to 
attract capital, the Commission has considered tbe matter of 
rate levels. Evidence was introduced by the City of Durham 
relating to the level of rates in effect for telephone 
compariies operating in North Carolina and other states which 
General's witnesses had characterized as being comparable to 
General. These companies were Southern Bell Telephone and 
Telegraph company (North Carolina), Carolina Telephone and 
Telegraph Company (North Carolina), General Telephone 
company of Kentucky, and United Telephone Company of Ohio. 
The table below illustrates the comparison between rates in 
effect for said companies and General's rates in effect 
during the test period. In addition, ve judicially notice 
and include in the table rates in effect for North State 
Telephone Company and Concord Telephone Company. In each 
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instance we have used the rates in effect in respective rate 
groupings·rnost similar to General's Durham District. 

General Telephone Company 
of the Southeast 

Carolina Telephone and 
Telegraph Company 

Southern Bell Telephone 
and Telegtaph Company 

Genel:'a-1 Telephone Company 
of Kentucky 

United Telephone Company 
of Ohio 

North State Telephone 
Company 

Concord Telephone company 

* Rates being applied for 

Business 
One'Par-!_y 

$20. 00 

I 5. oo 

I 5. 85 
(I 8.45) * 

I 8. 80** 

18.35*** 

9. 50 
I 5. 00 

** Rates approved April 19, 1973 
*** Rates effective February 4, 1973 

Restdence 
One Party 

$7.30 

7.50 

6.50 
(8.00) • 

7.90*** 

4.50 
7.25 

Based upon the entire record of this proceeding, the 
_commission ·mak_es the following: 

FINDINGS OF FACT 

1- Corporate History: That General Telephone Company of 
the Southeast is a duly ft"anchised public utility providing 
general tel'ephone service to its subscribers, and as a duly 
created and existing corporation -under the laws of this 
state is properly before the Commission in this proceeding. 
General's rates and services are regulated by this 
Commission under the provisions of Chapter 62 of the General 
Statutes' of North Carolina. 

2. Nature of incre.ase requested: That the increases 
t"eguest~d. by General vould amount to approximately 
$2,930,575 additiona~ annual gt"oss revenues. 

3. Test period: . 
utilized as the test 
December 31 , 1972. 

That all 
period· the 

parties to this proceeding 
12 month period ending 

A. QUALITY OF SERVICE 

4. General Telephone company of the Southeast has not 
completed all service improvements as set forth by 
Commission Order of May 11, 1971, in Docket No. P-19, Sub 
I 15. Further, the record of this proceeding does not 
su~port contentions by General that tvo of the requirements 
for service improvements are unreasonable. 
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5. service indices do not measure all aspects of 
telephone service, nor do they fully reflect customer 
satisfaction vi th the serYice received. Subscriber 
complaints in the record of this proceeding indicate 
aggravation with inadequaCies in Direct Distance Dialing 
service and with the necessity of repeatedly reporting 
service problems. Subscribers also indicated 
dissatisfaction with local dialing service, billing matters, 
~nd other aspects of company operations. 

B. INTERCOMPANY TRANSACTIONS 

6. The transfer priceS for equipment and supplies 
between Automatic Electric Company (AE) and the North 
Carolina Division (NCD) of General Telephone company of the 
south'east have been unreasonably high. The unreasonably 
high transfer prices have served to inflate the rate base of 
the North Carolina Division and to unnecessarily increase 
the cost of its operations. 

The unreasonableness of prices placed on intra-corporate 
exchanges of equipment and supplies between the affiliated 
companies ( AE/NCDJ vas demonstrated both directly and 
indirectly by the Commission Staff. 

The Unreasonableness of transfer prices between AE/NCD was 
exhibited directly through pric.e comparison of comparable 
items of equipment exchanges between Western Electric 
(wholly by the Bell System) and the Bell System operating 
companies as compared to prices charged by AE on sales to 
the NCD. For example. in a specific price comparison, one 
version of the five-line telephone set purchased by the NCD 
from AE cost $6f.05 while the sa~e Tersion purchased by the 
Bell System from Western Electric cost $27.21. The cost to 
the NCD vas 124 percent higher than the cost to the Bell 
system on purchases of comparable equipment from Western 
Electric. Ih another specific price comparison presented by 
Commission Witness Clemmons, the cost of standard length 
four conductor station vire to the NCD on purchases from AE 
vas $30. 10. The Bell cost from Western Electric was $10.90. 
The NCD cost was 176 percent higher than the cost to the 
Bell system. 

Hr. Clemmons presented 2 f such speci.fic price comparisons 
for standard items of equipment, and on each and every item 
the NCD cost was higher than the Bell, cost. The total 
average cost of the 21 com_parisons to the NCD on purchases 
from AE as co~pared to the average cost of the comparisons 
to the Bell System on purchases from Western Electric 
reveals, on average, costs to the NCD in excess of 59 
percent higher than the B~ll costs. In comparisons of cable 
and central office equipment items which are somewhat less 
fungible than the previously mentioned specific price 
comparisons, Mr. Clemmons presented data which reflect 
findings similar to those demonstrated by the specific price 
comparisons. 
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In comparing three types of cable ~hich are strictly and 
directly comparable, the NCD costs from AE vere found to be 
40.7 percent, 38.1 percent and 35.1 percent. higher than the 
respective Bell costs from Western Electric. The 45 other 
cable price comparisons, to the extent that they are 
comparable, in each and every case resulted in excessive 
charges to the NCD on purchases from AE as compared· to the 
Bell cable costs on purchases from western Electric. The 
average by vhich the NCD cable costs exceeded the Bell cable 
costs was 26.8 percent. · 

Central office equ.ipment is generally purchased in a 
package w_ith a number of items included and with only the 
price of the entire package guotedi , hoveTer, witness 
Clemmons found several individual items which provide a 
basis for comparison. These comparisons show, as did the 
previous comparisons, that the NCD cost for comparable· items 
exceede.d the Bell cost. In many cases the AE cost to the 
NCD vas in excess of I 06 percent higher than the Western· 
Electric cost to Bell. In at least one instance, the NCD 
cost exceeded the Bell cost by 214 percent. 

Mr. McKinney in rebuttal contended that Mr. Clemmons was 
in error in comparing AE/NCD prices with those of Western 
Electric to southern Bell. Mr. McKinney reasoned that items 
contained in Mr. Clemmon•s exhibits were not aYailable from 
western Eiectric to t~e independent telephone industry and, 
therefore, do not constitute a realistic comparison that the 
lowest purchase price does not necessarily result in the 
lowest investment or the lowest cost of serYice; that NCD 
purchases compare favorably with purchases made by other 
independent telephone companies; and that Mr. Clemmons in 
his comparisons compared many unlike items. In considering 
this question of comparability and the quality and cost of 
service, the commission pain ts to the testimony of Dr. 
Erickson. Included in Dr. Erickson's observations and 
supported by his direct testimony, and testimony and 
exhibits of witnesses Hoover and Clemmons, Dr. Erickson 
concludes: 

"Because of the market dominance of AE, the comparison of 
the transfer prices between AE and NCD with other prices 
in the non-Bell market does not giYe sufficient 
information about the reasonableness of the transrer 
prices· between AE and NCD. 

"There are two ways to judge the reasonableness of the 
trarisfer prices between AE and NCD. These are: 

a. comparison 
prices for 
external to 
AE, and 

of the AE/NCD transfer prices with 
similar equipment in a market 
the non-Bell market dominated by 

b. comparison of the rate of return earned by AE 
with the rates of return earned by comparable 
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manufacturing enterprise in markets external to 
the non-Bell market dominated by AE." 

Dr. Erickson analyzed the non-Bell market for telephone 
equipment and supplies. AE sales account for nearly half of 
the volume of transactions in this market, and almost three
quarters of AE's sales are to affiliated GT&E companies. 
Dr. Erickson concluded that the economic theory of "dominant 
firm price leadership" wa·s the relevant theory in such a 
situation. Dr. Erickson related the characteristics and 
pattern of market behavior of a dominant firm to the market 
behavior of AB, and demonstrated that comparisons of AE/NCD 
transfer prices with prices in the non-Bell market dominated 
by AE, are less meaningful than comparisons of prices in a 
market external to the non-Bell market. In essence, the AE 
pr~ces themselves are a significant deterIDin~nt of other 
prices existing in the non-Bell market and would be almost 
as meaningless as comparing AE/NCD prices to AE/NCD prices. 
Price comparisons in.a market external to the AE dominated 
non-Bell market are required. The price comparisons 
considered most meaningful are the exchange or transfer 
prices between AE and the NCO as compared to exchange prices 
between western Electric and the Bell system. Again, as 
pointed out by Dr. Erickson, the comparison of AE/NCD 

. transfer prices to other prices existing in the non-Bell 
market is "inherently circular". 

~r. McKinney raised a question relating to the cost and 
quality of equipment purchased by the Bell system from 
western Electric as compared to the cost and quality of 
equipment purchased by the NCD from AE. Dr. Erickson noted 
that prices often tend to be directly correlated with 
quality, but that this does not seem to be the case with 
respect to the AE/NCD prices and quality in comparison with 
western Electric prices a·nd quality to the Bell system. I,t 
is often impossible to get quality without cost, but is 
possible to get cost without quality. If AE's equipment 
al1owed the NCD to provide a higher quality of service at 
the same cost or the same quality of service at a iover cost 
in relation to the quality and cost of service to the Bell 
system, then this quality/cost differential would support 
the contention that the AE equipment vas superior to that of 
Western Electric. Hove•er, the record does not show this to 
be the case. Yn fact, the evidence indicates, based on the 
degree of adequacy of past and present service that the high 
priced AE equipment is of lower quality than that of western 
Electric. Dr. Erickson also points out that the total 
AE/NCD and WE/Bell price differential cannot be explained by 
manufacturing and distribution cost relationships. i.e. 
economies of scale; cost of capital, etc.· Dr. Erickson 
testified, 

11 The General system is not as large as the Bell system and 
AE is -not as large as WE. We should, therefore, expect WE 
to have some cost adYantage over AE, but the whole 
difference by vhich AE/NCD prices exceed WE/Bell prices· 
cannot be explained by such WE cost ad•antages. 
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"This is because of the difference in the rates of return 
earned by AE and WE. only if AE were earning the same 
rate of return as WE could the price differential by vhich 
AE/NCD prices exceed WE/Bell prices be explained by WE 
cost advantag.es. AE earns a higher rate of return than 
WE. Therefore, some of the difference by which AE/NCD 
prices exceed WE/Bell prices must reflect something other 
than manufacturing and distribution cost. 11 

Dr. Erickson identified this 11 something other" qs "the 
unreasonable component of the AE/NCD prices." 

With respect to Hr. McKinney's contention that Mr. 
Clemmons compared many unlike items of equipment, the record 
does not show that Mr. McKinney took issue with the 
comparison between AE/NCD equipment and that purchased by 
the Bell system from western Electric from a standpoint of 
like-kind equipment. Mr. McKinney's sole objection to the 
validity of the Bell/Western Electric comparisons rests on 
the lack of availability of equipment from western Electric 
to the independent telephone industry. 

In considering the propriety of the AE/NCD-WE/Bell price 
comparisons, the evidence presented indicates that the 
AE/NCD-WE/Bell co~parisons are objective, Talid and 
infinitely more meaningful than AE/NCD prices as compared to 
prices in the non-Bell market vas· exhibited, as previously 
indicated, by witness Erickson in his presentation of the 
economic theory of "dominant firm price leadership 11 .-

Indirectly, the commission Staff exhitited the 
unreasonableness of the AE/NCD transfer prices most 
emphatically through comparisons of the return-on-equity 
earned by AE with the return-on-equity earned by comparable 
manufacturing comPanies, including Western Electric. 

To interpret the impact of the return-on-equity 
comparisons in relation to the unreasonableness of AE/NCD 
transfer prices, it is essential to understand: the market 
structure and the economic environment in vhich AE conducts 
its manufacturing and marketing operations; the accounting 
theory in su·pport of the accounting method employed in 
determining AE's equity and return-on-equity, thereby 
insuring the comparability of the various return-on-equity 
comparisons; the direct correlation between the 
unreasonableness of AE/NCD transfer prices and the excess 
profits earned during the 15-year period, 1958-1972, 
measured in terms of return-on-equity to AE. 

The non-Bell market for telephone equipment and supplies 
is not a free and competitiTe market. This lack of 
competition results from market dominance by AE and the 
existence of sales between affiliated companies (AE/NCD). 
such sales do not represent arms-length transactions. 

Dr. Erickson, in elaborating on the importance of arms
length bargaining, testified: 
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"Arms-length bargaining is an important condition for 
satisfactory performance in free and competitive markets. 
When transactions are made at arms-length between 
completely independent buyers and sellers, each buyer has 
a very strong incentive to find the lowest possible price 
from any of the alternative independent sources of supply. 

11 0n the other side of the market, sellers are searching 
for buyers. one of the ways sellers have of increasing 
the probability that they will find buyers (or be found by 
buyers) is to quote the lowest possible price. 11 

Dr. Erickson, in commenting on the absence of arm•s-length 
bargaining, testified: 

"In the absence of independent buyers and sellers, on each 
side of the market, the incenti•es are for affiliated 
buyers and sellers to set transfer prices which maximize 
the profits of the joint, combined affiliated operation. 
I believe such a relationship exists between AB and NCD. 11 

Hr. Hoover's testimony and exhibits lend support to Dr. 
Erickson's evaluation and conclusion that the non-Bell 
market for telephone equipment and supplies is not a free 
and competitive market but a market dominated by AB, and the 
conclusion that the incentives .are for AE and UCD to set 
transfer prices which maximize the profits of the joint, 
combined, affiliated operation. 

Mr. Hoover's exhibits show that over 68 percent of AE's 
total sales during the 16-year period, 1957-1972 were to the 
affiliated telephone companies of General Telephone and 
Electronics Corporation; that over 78 percent of AE 1 s total 
sales ·to domestic telephone companies have been to domestic 
affiliated telephone companies; that AE sales to the GTE 
domestic affiliated telephone companies have increased ~ram 
a low of approximately 52 percent in 1957 to a high of 
approximately 80 percent in 1971; that sales to domestic 
non-atfiliated telephone companies have decreased from 
approximately 35 percent in 1957 to a lov of II percent in 
1970; that approximately 80 percent of the NCD purchases of 
telephone equipment and supplies during the 6-year period, 
1967-1972, were from AE. 

GTE's acquisitions of other independent telephone 
companies have undoubtedly been a contributing factor in the 
pronounced increase in AE 1 s sales to the affiliated 
telephone companies of GTE. As pointed out by Dr. Erickson, 
these acquisitions of potential customers of non-AE firms in 
the non-Bell market have served to insulate AE's share of 
the market from erosion, and confirms the pattern of 
"dominate firm price leadership 11 • Dr. Erickson testified, 

"The significance of this pattern is that the increasing 
control by General System companies of the non-Bell market 
has tended to provide AE vith an insulated market of sales 
to affiliated companies who are also subsidiaries of the 
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same parent holding co~pany. As the control of the non
Bell market by General System companies has increased, 
dominance in this market by AE has also increased in .a 
step-by-step fashion. In ( 957, 52. 6 percent of AE sales. 
were to the General system and the General system 
controlled 31 percent of the non-Bell market. In 1969, 
76.0 percent of AE sales were to the General System, and 
the General System controlled q6 percent of the non-Bell 
market. The GTE/AE/NCD combination has been able to make 
the dynamics of •dominate firm price leadership• vork in 
its favor via a continuous extension of control over the 
non-Bell buyers of telephone equipment and supplies." 

Commenting on the "Bell consent Decree" and its effect on 
the non-Bell market dominated by AE, Dr. Erickson testified, 

nny conclusion regarding the dominant position of AE is 
stren_gthened by the existence of a restraint on sales by 
Western Electric (WE). WE vould be a natural alternati-..e 
source of supply in the absence of such a restriction. 
The restriction actually contributes to the dominant 
market position of AE." 

Dr. ·cohan in rebuttal testified, 

"In essence, Dr. Erickson I s testimony is that price 
leadership means non-competitiTe prices which are 
unreasonably high--which in turn means unreasonably-high 
rates of return on equity; but Dr. Erickson's testimony 
really stands or falls on his allegation that AE's prices 
are unreasonably high. If he had found that AE's prices 
to GTSE vere not unreasonably high, he could not have 
argued that AE' s return on equity vas excessive." 

Dr. Cohan disagrees with Dr. Erickson's conclusion that the 
non-Bell market for telephone equipment and supplies is a 
market dominated by AE, and characterized by price 
leadership. Moreo-..er, Dr. Cohan takes issue with Dr. 
Erickson's division of telephone equipment market into two 
parts, the Bell and the non-Bell markets. 

With respect to the AE/NCD-WE/Bell price comparisons of 
witness Clemmons, Dr. Cohan asserts that the items are not 
available for sale outside the Bell system and, therefore, 
are not real prices, i.e. prices at which actual 
transactions have taken place outside of the Bell system. 
Dr. Cohan testified that price leadership does not exist in 
the market for telephone equipment and, therefore, in 
determining the reasonableness of AE/NCD transfer prices, AE 
prices charged in the non-Bell market can be used as a 
measure of reasonableness of the AE/NCD prices. 

The Bell market for telephone equipment and supplies is a 
distinct, identifiable economic entity, and to ignore the 
divisibility of the telephone operating company market for 
telephone eguipment and supplies into the Bell and non-Bell 
(independents) sub-markets is to ignore reality. In fact 
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and as a matter of public record, GTE has acknowledged the 
existence of the Bell sub-market. 

11 In U.S. v. General Telephone and Electronics, Civil No. 
64-1912, GTE alleged in its answer to the Government's 
complaint: 

'A result of the Bell system consent Decree has been the 
foreclosure of that portion of the market for telephone 
equipment consisting of the Bell system telephone 
operating companies from competition by telephone 
equipment manufacturers other than Western Electric 
because the Bell system telephone operating companies 
purchase all their equipment and supplies from Western 
Electric. tn (III V. GTE, Civil No. 2754) 

With regard to Dr. Cohan's contention that price 
leadership does not exist, for reasons previously stated, it 
is reaffirmed that price leadership does exist in the non
Bell market for telephone equipment and supplies. Because 
of this price leadership, market dominance by AE and the 
resultant influence on prices in the non-Bell market, AE/NCD 
price comparisons to a market external tO the non-Bell 
market are without question val.id and meaningful 
comparisons. 

The unreasonablen_ess of AE/NCD transfer prices was further 
evidenced by Mr. Hoover•s return-on-equity comparisons. Mr. 
Hoover in comparing the return-on-equity of AE to companies 
engaged in similar manufacturing activity, found AE earnings 
to be consistently higher than the weighted-average earnings 
of comparable companies. The weighted-average return on 
equity of the 78 companies, AE and WE compare as follows: 

Return on 
Net Worth 

Funded Debt 
~ Total Capital 

lllL llli lllL ! 972 
78 companies 
Automatic Electric 
Western Electric 

(1.0% 13.4% 29.6% 28.1% 
16.5% 14.7% 11.8% 11.5% 
9.3% 9.1% I 9. 1i 20.o~ 

AE's return on aTerage-shareholder equity for 
period, 1958-1972, averaged 20. 7 percent with 
range of 40.8 percent in 1965 to 13.7 percent in 

The weighted-average earnings on equity 
comparable companies that comprise the 
equipment/electronics industry as grouped by The 
Investment Survey for the years 1971 and 1972 
percent and 13.q percent respectively. 

the IS-year 
a high-low 
1972. 

of the 78 
electi:-ical 
Value Line 

vas I 1- O 

It is easily observed that AE's return is higher than that 
of the 78 companies and substantially higher .than that of 
WE, notwithstanding the fact that AE's ratio of funded debt 
to total capital is far lover than that of the 78 companies 
and WE. 
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Dr. Erickson, in commenting on the relationship of funded 
debt t9 total capital, testified, 

"The standard interpretation is that the lower the ratio 
of funded debt to total capital, the less risky is 
investment in the firm. The less risky is investment, the 
lower the rate of return required to attract capital. 
Although AE has a lover funded debt to total capital 
ratio, AE actually has a higher rate of return. This 
higher rate of return cannot be considered to a risk 
adjustment for a debt-heavy capital structure." 

It is further noted in evaluating AE's risk factor that ovei 
68 percent of A.E's total sales during the 16-year period•, 
1957-1972, were to the affiliated telephone companies of 
GTE. 

Kr. Kircos testified that profit rates vary widely between 
industri:es and, 

11 the average for 
industr~es cannot 
appropriateness of 
company included in 

all industries or 
logically be used 

earnings for any 
the total. 11 

all 
to 
one 

manufacturing 
compare the 
industry or 

Whil-e Hr. Kircos 1 statement may be true, it is irrelevant 
because Mr. Hoover's comparison of AE 1 s return-on-equity 
was not with ~11 industries or all manufacturing industries, 
but with the electrical equipment/electronics industry. Mr. 
Kircos did not take exception to Hr. Hoover's comparison of 
AE's return-on-equity to that of Western Electric. These 
comparisons are found to be both valid and meaningful. 

Mr. Kircos, in , his Exhibit I, Schedule 7, Page I of I 
presents for the .s-year period, 1966-:-1970, the ·rate-of
return on common equity for several manufacturing companies 
which he considers to be comparable to AE, a·nd the aYerage 
return on common equity for Electrical Equipment 
Manufacturers Group and for Electric-Electronic Major 
Manufacturers Group as reported by Standard and Poor•s. As 
indicated by Mr. Kircos in his direct testimony, the eight 
companies. he considets to be comparable to AE and the six 
companies ·to which he refers as, "Other successful companies 
in the Electrical Machinery_, Equipment and Supplies Industry 
Group: were subjectively selected, therefore, obviously 
subject to bias, from the Electrical Machinery, Equipment 
and supplies Industry Group as classified by the Secucities 
and Exchange Commission. 

Below is a comparison of AE's return on average common 
equity as compnted by ftr. Kircos and the· Staff for the 5-
year period, 1966-J970, with the average return on equity of 
t~e Electrical Equipment Manufacturers Group and the 
Electric-Electronic Hajor Manufacturers Group as reported by 
Standard and Pooc•s and as shown in Hr. Kircos 1 exhibit. 
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ComEaD! or GrOUEing Average Return on Common Eguit! 
I 970 ~ I 968 I 967 1966 

Electrical Equipment 
l'lanufacturers Group 14- 7% 15.9~ IS.Bl 1 s. 4:1 16- 5% 

Electric-Electronic Major 
Manufacturers Group I 2. I% 

Automatic Electric 
13-1~ 14.Dl 14- 6~ 14-7% 

(Kircos-including goodwill) Io. 0% 13.2:1 12.5% 12-2% 13- 9% 
Automatic Electric 

(Staff-excluding goodwill) 13.9% I 8. 9% 18.4% 20. 1% 27.4l 

As shown by the above comparison, with the exception of 
1970 during which AE's profits were adversely affected by a 
prolonged strike, AE 1 s return-on-equity (computed by the 
staff) was substantially higher than the average return of 
the comparable industrial groupings included in Mr. Kircos• 
exhibit. It is interesting to note that AE's -return-on
eguity, as shown in Hr. Hoover's Exhibit No. a, Page 2 of 2, 
reached a high of QO.B~ in 1965. 

As mentioned and shown above AE 1 s return-on-equity as 
computed by the staff, does not include the pro forma 
recording of the intangible asset goodwill as a component of 
common equity, nor has the staff reduced net income to 
reflect the amortization of such goodwill. AE's return-on
egui ty computed by Hr. Kircos includes a pro form a 
adjustment increasing common equity (e.g. in 1970 common 
equity vas increased $66,050,732) to include goodwill and a 
pro forma adjustment decreasing net income (e.g in 1970 net 
income was decreased $2,385,620) to reflect the amortization 
of such goodwill. 

Mr. Kircos maintained that the pro forma adjustment 
increasing common equity to include goodwill and its 
subsequent amortization is in keeping with the American 
Institute of certified Public Accountants' Accounting 
Principle ~oard Opinions No. f 6 and No. 11. Mi;.-. Kircos 
stated that if opinion Nos. 16 and 17 had been in effect at 
the time of the acquisition of Gary and AE by GTE, GTE vould 
have been required to adopt the purchase method in recording 
its investment in AE. However, Hr. Kircos failed to mention 
that at the time of acquisition, GTE had the option of 
recor.ding its investment under either method, and elected 
the pooling of interests method, presumably to the advantage 
of GTE. ftr. Kircos mentioned that Opinion Nos. 16 and 17 
were issued in August of 1970; however, he failed to mention 
that each opinion clearly and specifically states, 

"The provision of this opinion should not be applied 
retroactively for business combinations consummated before 
November f, 1970." 

As indicated in Kircos• Exhibit I, Schedule I, Page I of 4, 
controlling interest in AE was purchased by GTE in 1955 and 
the minority interests vere subsequently acquired in 1960 
and 1961-
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Kr. Duncan commenting on Kr. Kircos• pro 
of goodwill testified that the pro forma 
been, "properly computed."· Hovever he did 
propriety of it-s retroactiTe- application. 

forma adjustment 
adjnst■ent has 

not speak to th~ 

With 
equity 
Duncan 

regard 
with the 
stated, 

to Kr. Kircos 1 comparison of AE's return-on
return of other industrial companies, Mr. 

111his study has been reTieved by our office in 
determine that the information included in the 
accurate and properly compiled." 

Chicago to 
study is 

Kr. Duncan did not testify that the companies vere, in fact, 
comparable. 

As previously indicated the companies presented by Mr. 
"Kircos in his comparisons vere subjectively selected and 
obviously subject to bias. It is presently noted that the 
equity of several of these companies included goo4vill and 
seYeral did not.. With respect to l!lr .. HooYer•s comparisons 
the intangible asset, goodwill Vas not included in the 
equity of the 78 companies, the 13 companies, AE or WE .. 

Dr .. Erickson commenting on goodwill testified, 

"The goodwill in question is the excess over hook value 
paid for AE by GT&E. This excess in part reflects the 
prospective value to GT&E of AB as a supplier to the 
General System operating companies .. · The record shovs that 
AE was given an increasing share of the General System 
companies• requirements. As vill be discussed in more 
·detail below, the transfer prices involved in this 
business haYe been unreasonably high. The decisions 
regarding this patronage are made within the GT&E family. 
The Yalue of this patronage would be reflected in the 
price that GT&E would be willing to pay for AE, and thence 
in the amount of •goodwill' carried on the books. To 
include this goodwill for the_ purposes of the rate of 
return calculations reported here would be circular .. ". 

Both Hr. Kircos and Hr. Duncan maintained that it is 
extremely difficult to drav any meaningful conclusions from 
comparisons of return-on-equity between industrial 
companies. However, it is an incontestable fact that every 
segment of the inYestment community, including the analyst, 
investor and issuing company, attach major significance to 
such key financial ratios as return-on-equity, earnings-per
share, price-earnings, etc. 

With respect to GTE inYestment in AE as indicated by 
witness Hoover, Kircos, and Duncan, goodwill is not nov and 
never has been reflected on the books and records of GTE .. 
GTE in financia1 reports to stockholders and other members 
of the financial community has never included goodwill 
arising from the acquisition of AE on its balance sheet and 
has never recognized its amortization on the income 
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statement. To haye done so vould haYe had an adverse effect 
of GTE 1 s relative profitability measured in terms of return
on-eguity, price-earnings, earnings-per-share, or any other 
of several 11financial yardsticks". 

The eYidence presented indicates the above aYerage rate of 
return-on-equity earned by AE is indirect and valid evidence 
that the transfer prices charged by AE to the NCD are 
unreasonably high. This finding is consistent vith the 
direct price comparisons made and is supported by 
cost/quality differentials and the findings on adequacy of 
service. 

Other state regulatory commissions have exercised 
jurisdiction over affiliated intercompany transactions. Tvo 
methods employed by the various commissions in controlling 
the profits included in the transfer prices of products and 
services furnished regulated companies by affiliated 
interests have been to either limit the rate of return on 
investment of the supplier affiliate to the rate of return 
on investment allowed the utility or to limit the earnings 
of the supplier affiliate to a reasonable rate of return-on
equity. 

ftr. Hoover presented what he considered to be the 11 excess 
profits" earned -on intercompany transfers of equipment and 
supplies between AE and .the NCO based on the concept of 
allowing the supplier affiliate the same rate of return on 
investment as that al.loved the utility and the concept of 
limiting the earnings of the supplier affiliate to a 
reasonable return-on-equity. Dr. Erickson and Mr. Hoover 
recommended that the rate of return on investment on inter
company transactions between AE and the NCD be no greater 
than the rate of return allowed the NCD. Hr. Hoover, as an 
alternative and his second choice, recommended that AE be 
limited to a 12 percent return-on-equity on AE/NCD 
intercompany transactions. 

The Attorney General offered and there were received into 
evidence voluminous exhibits relating to the relationship 
between General, GT&E and GT&E service affiliates. In 
particular Attorney General Exhibit No. 11 provides' 
persuasive evidence with respect to the control vhich the 
service corporation has over the purchasing practic~s of 
General. For example, in the letter dated Hay 17, 1968 from 
c. E. ~unsell, Engineering Director, GT&E service 
Corporation, to 11all operating company chief engineers, all 
operating company plant directors" there is a clear 
indication from the service corporation to General that 
General should "adjust (its) engineering and ordering 
practices accordingly", vi th respect to certain outside 
plant cable and "should confine (its) engineering 
requirements and supply orders to standard items except 
under unusual circumstances." While the testimony of the 
company witnesses for General and those witnesses employed 
by the service affiliates purports to indicate that 
decisions vith respect to plant acquisitions are made by 
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General ana not at a higher level, the evidence reflected in 
the Attorney General Exhibit f I indicates clearly to the 
contrary. The correspondence and memoranda between GT&E 
SerTice corporation directed to the operating companies 
emphatically indicate a substantial control over the 
ultimate decisions regarding equipment and supply 
acquisitions. It is further noted that, virtually without 
exception, the witnesses who testified in this case for 
General have at previous times worked for one or more of the 
GT&E operating or service affiliates. This tends to 
indicate a substantial amount of control over personnel~ 
some of whom are responsible directly for making decisions 
regarding plant acquisitions. In a memorandum dated August 
30, 1967 GT&E Service Corporation instructed all operating 
company Chief Engineers vith respect to certain Lenkurt 
carrier system. This memorandum concluded: "Hopefully, we 
vill be able to hold such non-system purchases to an 
absolute minimum." 

The applicant's net investment in intrastate utility plant 
in ser't'ice is adjusted to exclude "excess profits" in the 
amount of $838,448 ($989,405 book cost less SIS0,957 
accumulated depreciation) resulting from intercompany 
transactions between AE and the NCD. The adjustment is 
based on the concept of limiting the earnings of the 
supplier affiliate to a reasonable rate of return-on-equity. 
Any rate of return-on-equity to AE on transfers of equipment 
and supplies in excess of (5% is unjust and unreasonable. 

C. FAIR VALUE OF PLANT IN SERVICE 

7. Origi:nal Cost Plant Investment. The plant investment 
used in General's pre~entation and the Staff presentation 
are book figures. They represent original cost to the 
extent that General's books have been kept in a generally 
uniform manner based on actual cost. The eYidence in this 
proceedings, while indicating that the telephone plant in 
serTice on the books Of the North Carolina Division of 
General Telephone Company of the Southeast is recorded at 
original cost, neverthel9ss raises many serious questions as 
to whether General's expenditures for plant and equip~ent 
ha't'e been prudently made and therefore whether book cost 
represents reasonable original cost. Except for the precise 
adjustments recommended by the Staff, we cannot on this 
record quantify in dollars the adjustments to be made, but 
neither can ve accept book cost per seas being reasonable 
original cost. The book cost of General's North Carolina 
intrastate utility property is $67,829,628; the depreciation 
reserve is $10,326,623; and the net hook cost is 
$57,503,365. 

The adjustments to the booked costs which can be precisely 
made are as follows: 

a. A.pplicant• s book original cost in't'estment in 
telephone plant is reduced in th_e amount of $835,426 and the 
depreciation reser't'e decreased in the amount of $148,900 to 
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reflect the intrastate portion of the amount testified to by 
the commission staff as excess margin ib central office 
equipment at the end of the test period. In determining 
whether the properties of General were used and useful in 
rendering service at the end of the test period, ve find 
that General's utility plant was over-built and cannot be 
considered Used and useful to the extent of this adjustment 
since present ratepayers should not be required to pay rates 
for service to provide a return on property which is not 
needed under the present operating circumstances of the 
company or within a reasonable period of time in the future. 
We find that the Commission staff has allowed a reasonable 
engineering interval to prOvide for variation in forecasted 
growth requirements and allow a well managed and operated 
company adequate flexibility to revise growth forecasts and 
equipment additions to meet present and future customer 
requirements without resulting in insufficient or excessive 
quantities of central office equipment. We find that 
General has over-engineered and over-built central office 
equipment as a result of inadequate planning and forecasting 
in years prior to the test period and consequently, resulted 
in the proTision of excessiTe q·uantities of plant which are 
not used and useful. we find this practice of General to be 
inefficient and unnecessary for the proYision of adequate 
and efficient Service. 

b. The applicant's net in•estment in utility plant 
in service is adjusted to exclude "excess profits" in the 
amount of $838.448 ($989.405 book cost less !ii 50,957 
accumulated depreciation) resulting from intercompany 
transactions between AE and the NCD. The adjustment is 
based on the concept of limiting the earnings of the 
supplier affiliate to a reasonable rate of return-on-equity. 
Any rate of return on equity to AE on transfers of equipment 
and supplies in excess of 15% is unjust and unreas_onable. 

In addition to the foregoing adjustments to book cost, we 
find a negative working capital allowance of $361,532 
representing the Commission Staff's amount after additional 
adjustments for cash and tax accruals, to be just and 
reasonable. The negative working capital allowance was 
determined by including material and supplies of $336,6Q2, a 
cash allowance of $553,494, average prepayments of $119,976, 
and deducting aTerage tax accruals in the amount of 
$1,253,654 and average customer deposits of $117,990. 

we find the original book cost to be $66,00q,797, the 
depreciation reserve to be $10,026,406, and the net original 
book cost to be $55,978,39(. 

8. Evidence of Replacement~ 

Company Witness Holstrom testified that he determined 
the net trended original cost by translating the original 
cost of telephone plant in-service, reduced by that portion 
of the cost which has been recoYered by depreciation 
accruals, from price levels exist~ng in the years of 



RATES 629 

installation to current price leYels by multiplying the net 
book cost of each vintage class of property by the ratio of 
the cost index numbers for the current year to cost index 
numbers for the year in vhich the property was installed.· 
The Tintage dollars to which the trend factors were applied, 
were developed by Hr. Holstrom on the basis of the 
application of selected Iova surYiTor curves. 

Although the term replacement cost enYisions replacing the 
utility plant in accordance with modern design and technique 
and vith the most up-to-date changes in the state of the art 
of telephony, trended original cost as presented by Witness 
Holstrom enYisions and is founded upon the pre■ise of a 
duplication of plant as is, vith inefficiencies and outmoded 
design included. Accordingly, the weight giTen to the 
trended original cost study offered in this proceeding as 
eYidence of replacement cost is based upon a detailed 
evaluation of the methodology employed. 

The trended original cost study presented by Witness 
Holstrom had several deficiencies which make it unacceptable 
as the full basis for detergining replacement cost. The 
approach taken by Holstrom is to trend depreciated Tintage 
dollars of plant investment surviving on the books at the 
end of the test period. These surYiTing Yintage dollars by 
year of placement vere de_termined on the basis of applying 
selected Iova type snrYiTor _curYes to the book balances at 
the end of the test period. The application of Iova 
surTiYor curves to determine surviving Yiritage dollars is a 
matter of judgment and selectio~s must be made from a wide 
variety of curves available. The book reserve was then 
distributed on a vintage basis using the results of a 
theoretical reserve study and not based on actual records. 

~r. Holstrom then trended the net vintage dollars using 
cost index numbers vhich he developed. The current ratio of 
labor cost to material cost vas used in developing the cost 
indices even though this ratio does not apply over the 
entire life span of the surviving plant. 

ttr. Holstrom does not make any allowance in his trending 
of original book cost for inefficiency of excess margin, 
existing service or plant deficiencies, any advances in the 
art of telephony which have occurred over the life span of 
the snrYiYing plant, or adjust for any excess prices paid 
for installed plant facilities. To the contrary, the result 
of ttr. Holstrom•s approach is to compound all of these 
deficiencies through his trending process. nr. Holstrom has 
not heretofore testified as to any replacement cost study. 

we find that Mr. Holstrom•s results are based to a 
significant extent on estimates and assumptions in arriving 
at the surviving dollars by years of placement before any 
trending factors are applied; the methods employed use 
Yarious estimates and assumptions in arriTing at the cost 
trend factors to be applied to the estimated surviving 
dollars; the methods employed make no allowance for 
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inadequate engineering, excess plant margins or excess 
profits to AE; the methods employed make no allowance for 
plant service deficiencies; and the methods employed do not 
reflect any of the ad•ancements in the art of telephone 
engineering and construction which have occurred since the 
installation of the surYiTing plant on the books at the end 
of the test period. For the reasons herein above stated, ve 
find that General has failed to present fully persuasiTe and 
sufficient evidence for the commission to fully accept the 
company's trended cost study as reflecting the replacement 
cost of its North Carolina intrastate property. 

We ha•e carefully reTieved the company's e•idence of 
replacement cost including that of Hr. Holstrom 
recapitulated in detail above and the other company 
witnesses testifying on this point, and in view of our 
reserTations aboTe stated re: replacement cost and our 
reservations previously stated as to reasonable original 
cost, ve find replacement cost to be another serious 
question, and therefore can only approximate the reasonable 
replacement cost in this docket as being $60,000,000. 

The fair Talue of General's property used and useful 
in providing service to the public within North Carolina as 
of the end of the test period is $57,201,810. In making 
this finding, ve haTe considered the original cost 
depreciated and adjusted for excess margins and excess 
profits, .the reasonable replacement cost, General I s high 
station density and rapid increase in plant investment per 
st_ation during the past fiTe years, the plant inefficiency 
as indicated by the high plant maintenance expense, the 
inadequacy of telephone ser·Tice proTided by the plant, and 
the additions to plant since the last rate proceeding. 

D. FAIR RATE OF RETURN 

10. That, after the Staff's accounting, proforma and 
end-of-period adjustments and allocation to intrastate 
operations, General's reTenue under present rates is 
$17,474,709; that operating expenses at end of test period 
are $6-,641,934, which represents the Commission Staff's 
amount after including Chamber of Commerce dues of $1 ,.728, 
performance share plan expenses of $7,110 and wages and 
benefits of $25,005 approved by the Pay Board in (973 vbich 
were applicable to the test period; that depreciation and 
amortization at the end of the test period vas $3,172,763 
which represents the Commission Staff's amount less annual 
depreciation of $41,36q on excess margin of central Office 
equipment and $47,578 annual depreciation on excess profits 
of plant purchased from Automatic Electric; that taxes other 
than income at th.e end of the test period vere $2,231,327, 
representing the Commission Staff's amount after including 
payroll taxes on wage increases approved by the Pay Board in 
1973 which were applicable to the test period; that State 
and Federal income taxes were $(,619,695, representing the 
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Commission Staff's amount after income tax effects of 
$27,326 on the adjustments to operating ·expenses, 
depreciation expense and taxes other than income; that 
interest on customer deposits at the end of the test period 
were $4,000; that net operating income for return at the end 
of the test period was $3,804,990, giving a rate of return 
on adjusted depreciated original cost net irtYestment of 
6.841i a return on origihal cost common equity of 7.34%; a 
return on the adjusted fair value rate base of 6.65%; and a 
return on fair •alue·common equity of 6.90%. 

11- That after all Commission Staff adjustments, excess 
plarit margin and excess profits on purchases from Automatic 
Electric corporation adjustments and the additional 
adjustments detailed in the preceding paragraph, General's 
interest coTerage before income taxes is 2.77 times. 

12. That assuming adequate service were being provided, a 
rate of return between a. 02% and a. 24% on the fair -value 
rate ·base, and a rate of return on General's common book 
equity in the range of 10.5% to I 1.0%, based on test year 
operations and the present capital structure vould represent 
a fair rate of return on. fair value and a reasonable rate of 
return on the end of test year common equity inTestment; 
that the rate of return in the range of 8.02% to 8.24% on 
the fair Talue rate base would prpvide a rate of return in 
the range of 9.87% to• 10.;.34'% on common equity as adjusted 
for the increment by which fair Talue exceeds original cost, 
which would be a reasonable rate of return on said adjusted 
common equity, if adequate service vere being provided. 

13. That because Of General's presently inadequate 
service, a rate of .return of 6.65% on the fair value rate 
base ;s just and·reasonable; that said 6.65% rate of return 
on the fair value rate base will produce a 7.34% rate of 
return on test period common equity and a rate of return of 
6.90% on common equity as adjusted for the fair value 
increment; and that although the 7.34% rate of return on 
test period common eguity is below the return on commori 
equity which would be found reasonable for this u~ility 
equity inTestment if the serTice were adequate, the net 
operating'' income for return produced by the present rates 
produce the rates of return on the fair Talue rate base and 
the rates of return on Common equity set out above and is 
sufficient to coTer all test year interest charges, 
preferred_ dividends, and results in an interest chai:ges 
coTerage of 2.77 times, which vill allow General to issue 
additiona~ bond debt for financing purposes, and based on 
the present quality of serYice, such rates of return are 
just and rea-sonable, and te1ephone rates producing revenues 
for any higher rate of return on fair Talue or on common 
equity would be unjust and ·unreasonable at this time. 

14. That General's inabi·lity to earn. a better rate of 
return at its present level• of rates. and charges has been 
and continues to be substantially caused by a) its 
inordinate~y high plant inTestMent; b) inordinately high 
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maintenance expense; and c) management practices and 
policies resulting in operating inefficiencies. 

1s. That the rate increases proposed in this docket are 
unj,ust and unreasonable, and that General has failed to 
carry the burden of proof that any rate increase should be 
allowed in this Docket. 

Based upon the foregoing Findings of Fact, the c.ommission 
makes the following: 

III. CONCLUSIONS 

A. QUALITY OF SERVICE 

The level of service nov being provided by General to its 
North Carolina subscribers is not adequate and must be 
improved vith respect to reliability and dependability of 
serYice. The Commission concludes that -the requirements for 
specific service improvements set forth in the Commission 
Orders in Docket No. P-19, Sub (15 should remain in full 
force. and effect. General• s progress in meeting all service 
improvement requirements of orders dated nay 11, 1971, and 
November 14, f972, as well as its progress in remedying 
other subscriber d'issa tisfactions will be carefully 
considered in any future proceedings before this Commission. 

B. INTERCOMPANY TRANSACTIONS 

The Commission concludes that transfer prices placed on 
exchanges of equipment and supplies between the Applicant 
ahd Automatic Electric, Incorporated were determined in the 
absence Of arms-len9th bargaining and that the affiliated 
buyer (Applicant) and seller (AE} set transfer prices which 
maximize the profits of the joint, combined, affiliated 
operation. AE's dominance of the non-Bell market and the 
above average rate of return-on-equity earned by AE is 
indirect and valid evidellce that the transfer prices charged 
by AE to the Applicant are unreasonably high. The 
unreasonableness of the transfer prices is further evidenced 
by the direct price yomparisons and is supported by 
cost/quality differentials and the findings on adequacy of 
service~ The unreasonably high transfer prices have served 
to inflate the rate base of the Applicant and to 
unnecessarily increase the cost of its operation. The 
commission concludes that the transfer prices placed on 
exchanges of telephone equipment and supplies between the 
Applicant and AE have been unreasonable and excessive to the 
extent they produce a rate of return on AE's common equity 
in excess of 15 percent. The Commission cannot permit 
parent holding companies to use affiliated companies as a 
deYice for transmitting an unreasonable leYel of profits to 
such parent holding company from goods or services supplied 
the operating company by vay of an affiliated company (G.S. 
62-153). In transactions between affiliates such as the 
Applicant and AE, vho are vholly-ovned subsidiaries of 
General Telephone and Electronics corporation, at least one 
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state has limited the rate of return _on investment allo·ved 
the utility. Other states haYe limited the earnings of the 
supplier affiliate to a reasonable rate of return-on-equity. 
The commission concludes the Applicant's net investment in 
utility plant in service should be adjusted to exclude 
"excess profits" surviving in the plant accounts at December 
31, 1972, in the amount of $838,4qe, earned on AE/NCD 
intercompany transactions, and that depreciation expense for 
the test period should be reduced in the amount of $47,578 
to reflect the excluSion of the 11 excess profits 11 from 
depreciable utility plant in service. The adjustment is 
based on the concept of limiting the earnings of the 
supplier affiliate to a reasonable rate of return on equity. 
The Commission concludes that on transfers of equipaent and 
supplies between AE and the Applicant's North Carolina 
Division any return in excess of 15% to AE is an unjust and 
unreasonable return. 

As indicated by the Supreme Court of North Carolina, the 
Commission may in a proper case refuse to allow the 
Applicant to include in its rate base, or in its operating 
expenses, the full price actually paid AE for equipment and 
supplies. We conclude upon this record that this is a 
proper case and that the adjustments described hereinabove 
should be made. 

C. FAIR VALUE OF PL~NT IN SERVICE 

The Commission staff evidence indicates that the app~ica~t 
at the end of the test period· had excess plant margin in 
intrastate central office equipment investment amounting to 
approximately $635,426. An adjustment is necessary to 
eliminate this amount of plant which is not used and useful 
in providing telephone serTice in North Carolina and that a 
reasonable engineering interval was allowed in the 
Commi~sion Staff's study to provide time within which to 
plan, engineer, deliver and install equipment on a timely 
basis to meet present and new service requirements of 
subscribers within the applicant's service area. An 
adjustment to the original book cost of the central office 
plant in service at the end of the test period should be 
made to deduct the excess margin from the rate base. 

D. LOCAL LIMITED USE SERVICE 

The Commission required the applicant by order dated 
February 9, 1973 to file a plan for offering local limited 
use service in its North Carolina exchanges. The company 
offered testimony relating to a limited use plan. The 
Commission concludes that the Company proposal should not be 
approved and that prior to initiating such a limited use 
plan in exchanges of General Telephone Company, further 
usage information should be obtained. This data should be 
developed through a scientific sample in the Durham, 
Creedmoor and Monroe exchanges indicating the percentage of 
residence and business subscribers making 5 or less, 6-10, 
11-20, 21-so and oTer 50 local originating calls per month 
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and the average holding time per call in each category. A 
description of the study and the summary results should be 
provided to the commission on or before September I, 19Jq. 

E. FAIR RATE OF RETURN 

The following tables, based on the Findings of Fact, show 
the adjusted operating revenues, operating revenue 
deductions, depreciation and amortization, general and 
income taxes, telephone plant investment, allowance for 
working capital, returns on original cost net inYestment, 
fair value rate base, original cost common equity, fair 
value common equity, and determination of embedded costs of 
debt and preferred stock and determination of interest 
charges- co1'erage. 



GENERAL TELEPHONE COMPANY OF THE SOUTHEAST 
NORTH CAROLINA INTRASTATE OPERATIONS 

STATFII ENT OF RETURN 

operating Revenues 
Local service 
Toll service 
Miscellaneous 
Uncollectibles - debit 

Total operating revenues 

Operating Revenue Deductions 
Maintenance expenses 
Traffic expenses 
Commercial expenses 
General office salaries and 

expenses 
Other operating expenses 

Total operating expenses 

Depreciation and amortization 
Taxes - other than income 
Income taxes - state 
Inco1De taxes - Federal 
Deferred income taxes - Federal 
Deferred income taxes - State 
Investment tax credit normalization 
Investment tax credit amortization 

Total operating revenue 
deductions 

Per 
Commission 
Staff Audit 

Report 

$12,009,978 
5,296,959 

325,155 
(57.3.83 

3,254,601 
1,142,134 

819,986 
1,107,481 

2 83', 889 
6,608,09( 

3,.261,705 
2,230,017 

119,202 
532,823 
604,259 

85,346 
321,994 
!7(.255) 

13,692.(82 

Adjustments 

I 4,762 
5,386 
I ,958 
I ,404 

Io .333 
33,843 

(88,942) 
1,310 
3,228 

2Q.,098 

126.463) 

After 
Adjustments 

$12,009,978 
5,296,959 

325,155 
157.383 

(7.474.709 

3,269,363 
1,147,520 

82 I, 944 
1.100,005 

294.222 
6,641,934 

3,172,763 
2, 23 I, 327 

122,430 
556,921 
604,259 

85,346 
32 I, 994 
(7 r. 255) 

13,665. 7( 9 

"' ,. .., 
"' "' 

"' w 
"' 



Net operating income 
Less: Interest on customer deposits 
Net operating income for return 

Investment in Telephone .fil:.ill. 
Telephone plant in service 
Less: ~ccumulatea provision for 

depreciation 
Net investment in telephone 

plant in service 

Allowance for Working Capital 
Material and supplies 
Cas'h (I/ 12 of opera ting expenses) 
Average Pr'epayments 
Less: Average tax accruals 

Average customer deposits 
Total allowance for working 

capital 

Net investment in telephone plant 
in service plus allowance for 
working capital 

Rate of return on original cost 
net investment 

Fair value rate base 

Rate of return on fair value 
rate base 

3,782,527 
lJ,000 

$ 3, 778,'527 

26,EJ63 

26, IJ63 

3,808,990 
q,ooo 

$ 3,801.J,990 
========================================== 

$67,829,628 11,02q,e31) $66,001.J,797 

10,326,263 (299, 857! I o,026,q0G 

57,503,365 11 , 52q, 97ql 55,978,391 

336, 6ij2 336,6ij2 
550,67ij 2,820 553,qgq 
119,976 119,976 

1,249,028 4,626 1,253,654 
l p.990 I (7,990 

(359, 726! 11,806! 1361, 532) 

$57,lq3,639 (I ,526, 780) $55,616,859 
--==-=--=--=============================== 

6. 6 I l! 
-----------------------.--------------------
$58,728,590 (I ,526, 780) $57,201,810 
=====-=-==================================== 

6.65% 
============================================ 

"' w 

"' 



~ of Capital 

Total debt 

Preferred stock 

GENERAL TELEPHONE COBPAHY OF THE SOUTHEAST 
DETERMINATION OF EMBEDDED COST OF DEBT AND PREFERRED STOCK 
BASED ON TOTAL COftPANY CAPITALIZATION AT DECEftBER 31, 1972 

Total 
Company 

capitalization 

$208,070,500 

3,870,000 

Ratio 
_1_ 

51.40 

.95 

Interest and 
Dividend 

Requirements 

$ 187,308 

Interest free capital 12,213,608 3.02 

Common eguity 180,670,087 44.63 

Total Capitalization $404,824,195 100.00 
========================= 

Embedded 
Cost of 

Debt and 
Preferred 

Stock 

"' .., ..., 



638 TELEPHONE 

RETURN ON COMMON EQUITY 
NORTH CAROLINA INTRASTATE OPERATIONS 

original cost Embedded Net 
Net InYestment Costs and Operating 

or Return on Income 
Ratio Fair value common for 
_!_ Rate Base Eguity-% Return 

Original Cost Net Investment-After Adjustments 

capitalization 
Total debt 51. 40 28,587,066 6.85 I ,958,214 
Preferred stock .95 528,360 4.84 25,573 
Interest .free 
capital 3.02 1,679,629 

Common equity 44. 63 24,821,804 7.34 1,821,203 
Total 100.00 55,6(6,859 3,804,990 

========================================= 
Fair value Rate Base - After Adjustments 

Capitalization 
Total. debt 
Preferred stock 
Interest free capital 
common equity 

Total 

28,587,066 
528,360 

1,679,629 
26,406,755 
57,201,8(0 

6.90 

1,958,2(4 
25,573 

1,821,203 
3,804,990 

-----------------.--------------

GENERAL TELEPHONE COMPANY OF THE SOUTHEAST 
NORTH CAROLINA INTRASTATE OPERATIONS 

'coH.PUTATION OF INTEREST CHARGES COVERAGES 

After Taxe§ 
Income available for return 
Fixed charges 
Fixed charges coverage 

Before Taxes 
Income available for return 
Add: Incqme taxes 
Income before income taxes 
Fixed charges 
F.i.x:ed ·charges coverage 

3,804,990 
1,958,214 

I. 94 
========= 

3,804,990 
1,619,695 
5,424,685 
1,958,2(4 

2.77 
========= 

The foregoing tables reflect the numbers to be derived 
from the evidence in this record, but of course ve do not 
stop there. To arri•e at a final judgment, the Commission 
has considered and carefully weighed all the evidence and 
the reasonable inferences to be drawn therefrom; and 
additionally, we have revieve'd previous recent Commission 
Orders culminating previous rate applications by General, 
particularly as those Orders deal vith the problems of 
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adequacy of serTice. we find the record to be replete with 
evidence of poor planning and engineering, biased selection 
of equipment and materials, high investment, high expenses,. 
operational inefficiencies, and chronically poor service. 
The whole ball of wax adds up to bad management. we use the 
term 11 management 11 in its broadest sense in this case,. for 
the direct management of the North Carolina Division o·f 
General Telephone Company of the southeast ,does not operate 
independently of the Southeast manag·ement, the Service 
Corporation ot the Parent Company, General Telephone and 
Electronics co~poration. We are dealing here with the 
collecti•e capabilities of the second largest telephone 
holding company in the United States, and all of that has
been considered. 

It would appear that General's management might benefit 
from a careful reading of the pertinent pro•isions of 
Chapter 62 of the North Carolina General Statutes. In 
return for the grant of franchise (monopoly), the State 
offers the utility the opportunity to earn a fair rate of 
return, but there is nothing in the law which guarantees any 
public u½ility a profit from its operations. The law calls 
for "adequate, economical, and efficient utility ser•ice" 
(G. S. 62-2 and 62-3 J) ; "reasonable original cost" (G. S. 62-
133) i "reasonable operating expenses" (G. s. 62-133); "sound 
mana·gement" (G. s. ·62-133) ; and II just and reasonable" rates 
(G.S. 62-131)- we ha•e seen that General's rates are not 
glaringly insufficient when compared to rates being charged 
by comparable companies, either in this state or other 
states, and yet this -record reflects that General's rate of 
return is sharply below acceptable levels. For us to allow 
General to increase its rates in this docket sufficiently to 
achieve an ~deguate or acceptable rate of return as judged 
by the marketplace, would of necessity invol•e our finding 
and concluding that General's investment is at reasonable 
original cost, that its ser•ice is adequate, efficient, 
economical and reasonable, and that its management bas been 
sound. This ve simply cannot do. There are limits to what 
a regulatory commission can accomplish in a rate 
proceeding--we cannot substitute for management and we do 
not. purport to do so-, but it is our clear duty to evaluate 
management, and this we ha•e attempted to do. We recognize 
that many of the shortcomings of General 1 s management are 
intangible and somewhat difficqlt to observe from a written 
record. However, the demeanor of several of the witnesses 
from the higher le•els of management are clearly 

.aemonstrative of an attitude of a complacent monopoly. 

we conclude that if all prerequisites were present, a 
substantially higher rate of return should and vould be 
allowed, but that in view of the inefficient and inadequate 
service, unreasonable le•els of in•estment and expense, and 
unsound management, no increase in rates should be allowed 
herein. 
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IT IS, THEREFORE, ORDERED AS FOLLOWS: 

1- That the rate§: requested by General 1 s Application 
herein be, and the same hereby, are, denied. 

2. That General shall immediately institute steps to 
refund all monies, with appropriate interest, collected from 
its customers under its undertaking instituted in this 
docket. 

3. That in reference to a possible future institution of 
optional metered serYice, General shall submit by September 
I, (974, the results of a scientific sample in the Durham, 
Creedmoor and Monroe exchanges, indicating the percentage of 
residence and business subscribers making 5 or less, 6-JO, 
11-20, 2(-50, and oYer SO local originating calls per aonth 
vith the average holding time per call indicated -for each 
category. A description of the study and sampling approach 
should be included. 

4. That General shall submit a monthly report, starting 
vith the month of December, 1973 and continuing thereafter, 
until the Commission rules otherwise, setting out the 
following information relating to the billing problems. 

a. The number of adjustments made to remove toll 
calls fr~m monthly bills vhere a subscriber has denied same, 
and the monthly dollar value of such calls; 

b. The n ulilber of calls billed 
ninety (90) or more days after the call vas 
dollar value of such callsi 

to subscribers 
made, and the 

c. The number of subscriber bills adjusted for 
billing errors involving local service; 

d. Such additional information as the Company 
believes pertinent to fully reveal billing error situations. 

The Company shall retain backup 
report for ninety days for possible 
personnel. 

information for each 
review by commission 

5. General is required to continue, until further Order 
of the commission, all present reporting requirements in 
effect relating to service. 

·rssUED BY ORDER OF THE COIU1ISSION. 

This the 22nd day of October, 1973. 

(SEU) 

NORTH CAROLINA UTILITIES COttHISSION 
Katherine H. Peele, Chief Clerk 
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(!!Ir. !!cDeTitt did not participate in the decision of this 
proceeding.) · 

DOCKET NO. P-19, SUBS 133 AND 136 

WOOTEN, CHAIRMAN, DISSENTING: My personal likes and 
desires incline me to a lust to vote against any rate 
increases for any utility, yet I cannot abdicate my 
statutory responsibilities to vote appropriate increases 
vhere justified. The Majority Order in this case denies any 
rate increase whatsoever to the Applicant, and while the 
record does not justify the granting of the full relief 
requested, in my judgment, neither does it support or 
justify the action of the Majority herein. 

The Commission in this case has made substantial 
adjustments in connection with excess profits of Automatic 
Rlectric. I congratulate the Attorney General and the 
Commission Staff on their efforts to establish the 
appropriateness of such an a_djustm.ent and vhile I find 
myself in sympathy vith the theory and action of the 
commission, ~ seriously question the adequacy of the 
eYidence in this record to support the same. 

Engineering evidence in this record supports some 
adjustment in the rate base for the elimination of excess 
plant margin. Bovever, I do not consider it sufficient to 
agree vith the majority action. 

It appears that the excess, if any, is small vhen 
considered in the light of extensiYe building and upgrading 
by the Company during the past five (5) years, a11 at the 
insistence and vith the approval of this Commission. I 
conclude that the majority decision in this connection will 
result in greater future conservative plant margins to such 
an extent that members of the general public desiring future 
services might well be delayed for substantial periods of 
time in obtaining such service. In short the plant margins 
herein found to be excessive and, the~efore, deducted by the 
~ajority do not appear to me to be sufficient to warrant the 
action taken. 

General came before this Commission in 1968 and again in 
1971 applying for general rate increases. On each occasion 
the Commission allowed some rate increases, and found 
service to be adequate though vith certain deficiencies, 
which it required by its Orders to be corrected. Returns 
allowed in those two cases were as follows: 

Return of Return on 
Original Cost Fair Value 

Docket No. Common Equity Rate Base 

P-19, Subs 94 10.58% 6.41% 
and 95 

P-19, Sub 115 9.02% 7.53~ 
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For comparison the returns allowed in the instant case 
are: 

P-19, subs 133 
and 136 

Return of 
Original Cost 
Common Equity 

Return on 
Fair Value 
Rate Base 

6.65% 

It is to be noted that the Majority herein have found the 
service of General to the public to be inadequate. This 
finding is made in the face of the facts that the Commission 
previously found service to be adequate with some 
deficiencies in 1968 and again in 1971, and that the best 
evidence clearly indicates that the service of General 
im'proTed from 1968 to 1971 and further improved from 1971 to 
1973, as witnessed by the Commission Staff investigation, 
evidence and testimony. In its Order of Hay II, 1971, the 
Commission in Docket No. P-19, Sub I 15 required of General 
eleven (I I) specific service improvements, and the evidence 
in this docket indicates that General has complied vith nine 
(9) of the eleven ( 11) requirements with some improvement in 
the other two (2). It seems to this Commissioner that 
General Telephone bas substantially complied vitb the 
requirements imposed _upon them by the commission and that a 
finding of inadequate service is inappropriate. To be sure, 
General does have some service problems which need 
attention, and so does eTery other telephone operating 
company in this and other states. Telephone service is not, 
vill not, and cannot be perfect due to the very nature of 
the animal itself. The question is not whether service is 
perfect and trouble free, but whether or not, from an 
overall point of view, the Company's service is reasonably 
adequate for communication purposes, and I conclude and 
would find the same to be reasonably adequate. I would 
further conclude and find the need for further and continued 
improvement. 

When I look at ~he return on original cost common equity 
allowed by this commission in Docket No. P-10, Sub 312 for 
Central and Lee Telephone Companies of t 1.50% and in Docket 
No. P-9, Sub I 13 for United Telephone of 11-481, which said 
Companies compare· faTorably vith General, I see in the 
Majority Order herein treatment which is discriminatory, 
when they provide for a J0.5 - I 1.01 return vith assumed 
adequate _serTice. 

Historically from 1968 to this date, inflation has been 
rampant throughout the nation, costs to telephone companies 
and everyone else haTe spiraled sharply, yet the original 
cost common equity return allowed by this Commission has 
gone dovn from 10.58% in 1968, to 9.02% in 1971, to 7.34% in 
1973, and as is evidenced by the records of the Commission, 
the earnings of the Company have not equaled that allowed, 
due, at least in part, to continued inflation. The rate of 
return on original cost common equity in this case allowed 
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by the Majority is lover than the present prime interest 
rate as well as the interest rates required on long-term~ 
financing in today's money markets. The rates of return 
allowed by the ftajority on equity in this instance, being 
lover than prime interest and bond market rates, render the 
Order herein confiscatory in nature. 

An adequate return - not only allowed, but actually earned 
- is essential if General is to continue to meet its 
obligations as a telephone utility. It is noted that 
General in the past five (5) years has not earned the return. 
allowed by this Commission, but on the contrary has earned 
substantially less. During an inflationary period, a 
utility cannot earn in a future period a rate of return 
allowed solely on the basis of past costs and revenue data. 
It is evident that even the meager return allowed by the 
Majority cannot reasonably be expected to be earned by 
General in the future. sufficient weight has not been given 
in this case to the serious effects of attrition in 
determining the rates of return allowed. 

Considering attrition and erosion and the eYidence in this 
record, I conclude that the coapany•s present earnings and 
those projected for the future have been reduced to such an 
extent that its ability to sell sufficient additional bonds 
necessary to finance its fu.ture plant construction is placed 
in jeopardy under the present rates. The sale of equity, if 
possible, will only result in higher and higher rates. 

I predict that our failure to grant appropriate increases 
in this case will result in higher costs to the Company, and 
in the long run, much higher rates for .the ratepayers, or 
else a restriction of construction and a reduction in the 
level of service. A penny saved for t~e ratepayers today 
will cost him dearly, many times over in the future in much 
higher rates and/or a lover level of service. 

Increases in rates for telephone serVice is not now, and 
never has been popular, yet an appropriate return must be 
allowed if the public is to be protected from even higher 
rates in the future. With all of these things in mind, I 
cannot concur with my colleagues in this instance, and, 
therefore, file this, my dissent. 

ftarvin R. Wooten, Chairman 

DOCKET NO. P-37, SUB 48 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the natter of 
Application of Mooresville Telephone 
Coapany for Authority to Increase Its 
Rates and charges for Telephone 
Service in its service Area within 
North Carolina 

l 
) ORDER 
) ESTABLISHING 
) RATES 
l ' 
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HEARD: 

BEFORE: 

TELEPHONE 

courtroom MooresYille Municipal Building, 413 
N. Kain Street, Mooresville, North Carolina, 
on February 6th and February 7th, 1973. 

Chairman Marvin R. Wooten, commissioners John 
W. KcDeYitt, Hugh A. Wells and Ben E. Roney 

UPEARANCES, 

FOR THE PETITIONER: 

F. Kent Burns 
Boyce, Mitchell, Burns and Smith 
Attorneys at Lav 
P. o. BOX fQ06, Raleigh, North Carolina 27602 

William R. Pope 
Pope & Brawley 
Attorneys at Lav 
P. o. Box 27, Mooresville, North Carolina 

FOR THE INTERVENORS: 

Ruth G. eell 
Staff Attorney 
North Carolina Attorney General's Office 
Ruffin Building 
Raleigh, North Carolina 
For: The using and Consuming Public 

FOR THE COMMISSION STAFF: 

William E. Anderson 
Assistant commission Attorney 
North Carolina Utilities commission 
Ruffin Building 
P. o .. Box 99-1, Raleigh, North Carolina 27602 

BY THE COMMISSION: On August 17, 1972, Mooresville 
Telephone company (hereinafter also styled 11Mooresville 11 , 

"Petitioner" or the "company") Mooresville, North Carolina, 
filed a Petition with this Commission for authority to 
increase it rates and charges for local monthly telephone 
service, semi-public pay stations and PBX trunks, and on 
January 18, 1973 amended the same to include increased rates 
and charges for special equipment, and service connections 
and move charges. 

In its Petition 
increased revenues 
operations at Harch 

Mooresville alleged 
of $3f7,438 based 

31, 1971-

that it requires 
on the level of 

By its Order issued September I I, f972, the Commission 
acknowledged the Petition, suspending the effective date of 
the proposed rates for the purpose of an investigation into 
their justness and reasonableness and a hearing thereon; 
pursuant to the Commission's Order, HooresYille published 
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notice of the present and proposed local ■ onthly station 
rates, as follows: 

Residence Business 

PBX 
1-Pty.2 Pty.4-Pty.!-Pty.2 Pty.4-Pty.Trunk 

Present 3. 25 
Proposed 7. 50 
Increase 4.25 

2.75 
6. 50 
3.75 

2.25 6.10 4.90 4.40 9.15 
5.50 14.50 12.50 10.50 21.75 
3.25 ~-40 7.60 6.10 12-60 

se11.i-PubliC 
Pay 

Station 

A Moti?D was filed with the commission on October 9, 1972, 
by Petitioner, requesting that the Co11eission a■end its 
order of Septeaber II, 1972, to eliminate the requirement of 
Paragraph 12 and Paragraph 14 (a) relating to certain cost 
data and intrastate separations study. Said Motion vas 
denied by this commission by Order of October 27, 1972. 

Notice of Intervention was filed with the commission on 
January 4, 1973 by the Attorney General of North Carolina on 
behalf of the using and consuming public, which notice vas 
recognized by Order of this commission dated January 12, 
1973. 

Amendment to the Petition vas filed with the commission on 
January 16, 1973_by the Petitioner. The matter came on for 
hearing at the time and place designated by prior order. 

The Petitioner offered the testimony and exhibits of the 
following witnesses: ftr. Sherlie ft. Suther, Jr., Vice 
President and General Uanager of UooresTille Telephone 
Company; Hr. Franklin D• Rowan, Accountant with Kirk & 
Company, Washington, D. C.; Hr. William P• Malec. Assistant 
Treasurer of Kid-Continent Telephone corporation; Hr. John 
c. Goodman. Assistant Vice President American Appraisal 
Company; and Hr. Phillip L. Hamrick, President and a 
Director of Mooresville Telephone Company, and North 
Carolina DiYision Hanager of Mid-continent Service 
Corporation. 

The following public witnesses testified: Hrs. Rena 
Williams; Mrs. J. I. Fev; Mr. e. B. Sherrill; Ur. Harold w. 
Robertson; Kr. BarTey Hilisaps; Hr. Paul Baker; Hrs. Fred 
Hudson; nrs. George Yoong; nrs. Robert Day; Mrs. F. c. 
Honeycutt; Mrs. Max Wilhelm; ftrs. o. D. Bovard; ftrS. James 
Raffauf; Mr. Kenneth I. Newman; Hr. Hilton Almond; nr. E. c. 
Cavin; Mr. Edvard Biller; Hr. C. T. White; l!r; Glen White; 
Ur. Raymond Overcash; Br. Douglas uccune; Mr. Jia■y Gibson; 
Hrs. Jesse Cowan, Jr.; Brs. Alec Williams; Mr. Donald w. 
Lane; l!,r. Joe Parker and Dr. Richard ft. Martin. 

The Commission Staff presented the testimony and exhibits 
of the_fOllo~ing witnesses: ~r. Allen J. Schock, staff 
Accountant, Accounting and Economics Division; Mr. Vern W. 
Chase, Chief Engineer of the Telephone Rate Section, 
Engineering Division; Hr. Wi1lia■ R. Cash, Utilities 
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Engineer, Engineering DiYisioni ftr. Gene A. Cle■■ons, Chief 
Engineer. of the Telephone Service Section, Engineering 
DiTision. 

SYNOPSIS OP EVIDENCE 

The public witnesses testified in opposition to the 
proposed rate increase; a number of the public vitnesses 
testified regarding various service problems, particularly 
problems associated vith the toll center at·StatesYille, H. 
c., (a Southern Bell facility through which Mooresville' s 
long distance Calls are handled) indicating delayed operator 
answers or no operator. answers and also delays and cut-offs 
while using direct dial facilities; a nu■ber of the 
witnesses expressed, an interest in a "greater toll-free 
calling_ scOpe outside Mooresville to nearby communities and 
to cities such as statesTille and Charlotte; one witness 
indicated a desire to have touch-tone dialing, one witness 
cited a lack of public pay phones and a witness from the 
Shepherd Community indicated so ■e_problems vith static. 

!Ir. Sherlie I!!. Suther, ·iJr., MooresTille's Vice President 
and General Manager testified regarding the historical 
deTelopment and expansion of outside plant, dial equipment 
and station equipmen~ by HooresTille, and regarding the rate 
deductions by !looresvil~e during 1955 and (959, the coapany 
not haTing had a general rate increase since 1952; he 
testified that the company in its amended Petition proposes 
to place a portion of the requested rate increase on 
miscellaneous serTices and charges; that a !looresTille 
subscriber can call everywhere within the co■pany•s service 
area· without a toll but the coapany has not ■ade a calling 
scope study for nearby localities since June, 1971; that the 
company personnel has conducted tests which indicated 
excesSive operator answer time delays and he has 
communicated. with southern Bell regarding relief from that 
problem and in his opinion Southern Bell has given that 
relief, although !ooresTille has not ■ade an ATR study 
within. the last 30 days; that operator assistance proble■s 
are !ooresTille1 s responsibility as vell as southern Bell's;· 
that Operator assistance has not been consistently 
satisfactory in the pas~ but is better at the present time; 
that !looresville has no plans at the present time for 
monitoring the operator assistance perforaance of Southern 
Bell; that l!ooresville is at -the present ti■e putting in 4( I 
directory assistance trunks which shoul.d hel.p rel.ieTe t_he 
problem because at the present time !looresville is using 
dial non trunks to reach the directory assistance operator, 
whereas the 411 trunks will specify certain trunks for 
directory assistance operators; that HooresYille currently 
has 46 toll trunks to the Statesville toll center and 
according to southern Bell's proYisional esti■ate fiYe more 
.are being added; _that the last usage study vas ■ade in 
NoTember and one is made each• quarter; that annual growth of 
approxi■ately 101 would be anticipated in' toll calls to 
neighboring communities; that the reTenue loss vhich would 
be experienced in changing fro ■ to11 to extended area 
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serYice would.be greater in future years than at the present 
time; that the company has not done anyth~ng about EAS 
because no one has been asking for iti that the company has 
no future goals for eli■inating toll calls between 
MooresYille and nearby communities; that he does not think 
it vould be desirable to eliminate toll service to those 
communities because all of the .rate payers would haYe to pay 
for EAS service regardless of vho uses it; that.the company 
has plans to install fiYe additional pay stations within the 
next 90 days; that the company has nade no studies regarding 
the community of interest vhich exists between !ooresYille 
and nearby com ■unities; and that Mooresville has no plabs 
for going to 911 emergency serYice. 

ftr. Franklin D. Rowan, an accountant with Kirk and 
Company, Washington, D• c., offered testimony and exhibits 
regarding test period data taken from the books and records 
of the Mooresvi11e Telephone Co■ pany with pro for■a going 
leYel adjustments; that the gross.operating revenues for 
said test period are $700,426; that the operating revenue 
dedUctions are S579,647 producing a net operating income of 
$120,779 which after adding an annualization factor of 
2.91261 produces a net operating income for return in the 
amount of $12Q,297; that the invest ■ent in telephone utility 
plant in serYice is $3,226,447 after deducting the 
accumulation provision f.or depreciation; that the allowance 
for working capital is $153,918 including $79,764 for 
materials and supplies and $24,154 for cash working capital 
based on I/12th of operating expenses, and a mini■um bank 
balance of $50,000; that the uet inYestment in telephone 
utility plant plus the allowance for working capital is 
$3,380,365 which vhen related to the net operating income 
for return figure indicates a rate of return on said net 
inYestment in the amount of 3.681; that based on test period 
common equ.ity of $1,543,099 the present rates produce a test 
period rate of ~eturn on said common equity of 2.50%; that 
the co ■pany's proposed rate adjustment would produce net 
operating income for return in the a ■ount of $265,818 for a 
rate of return on said· investment of 7.861 a return on fair 
Yalue of 6.72~, and a ~ate of return on.said end of period 
common equity of 11-671. 

ftr. Rowan further testified that the require■ent for 
compensating balances as Claimed in his audit in the amount 
of $50,000 is required by Wachovia Bank in Asheville, North 
Carolina to-support a· $1;195,000 line of credit for short
ter■ financing; ~hat ftoor~sville Telephone Company has not 
borrowed on that line 0£ credit; that !ooresville has 
obtained adYances fro■ !id-Continent Telephone company and 
the line of· credit is !id-Continent's line of credit and not 
!ooresYille's; that he does not knov vhen or if Sid
Continent bas actually borrowed on that line of crediti that 
his 1-7~ ratio of uncollectible to total reTenue vas based 
on the particular manner in which !ooresville's books were 
kept, which is not an .. appropriate way to keep the books and 
a lover ratio would be more appropriatei that in his 
experience the retention of su■s such as 151 of the line of 
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credit is customarily required as compensating balance by 
banks in this area; that fSl of the adTances fro■ Mid
continent from Mooresville would be approximately $215,000; 
that !id-Continent may or ■ay not haYe borrowed a portion of 
the $J,426,165 in advances from the Wachovia Bank in 
AsheYille; that while he vorks for an independent accounting 
fir■ and presently serves as bookkeeper on a monthly basis 
for HooresTille Telephone Company, the books and records of 
Mooresville are kept in Hooresville; and tha~ he ■akes 
monthly reports to HooresYille which in turn are made to 
Mid-Continent as the sole stockholder. 

tlr. William F. Malec, A'ssistant Treasurer of aid-Continent 
Telephone Corporation, offered testimony and exhibits• 
regarding the cost of capital to Mooresville Telephone 
Company, its capital requirements and fair rate of return on 
capitalization. ee testified that !ooresville must obtain 
external debt and equity funds to pay for necessary capital 
expenditures with permanent financing of advances as soon as 
earnings permit such financing at a reasonable cost; that in 
his opinion the before-tax interest coverage and the 
resulting return on equity proYides an adequate ■easure of 
the cost of capital for a small company such as Hooresville 
if it bas a proper capitalization ratio; that an equity 
ratio in the q5 to 50% range is reasonable and appropriate 
for BooresYille Telephone Company: that in determining the 
cost of capital he assumea a cost for the advances at a rate 
other than the embedded interest cost at the end of the test 
period, whereas Mr. Rowan•s. proforma operating statement 
used the actual ebbedded interest cost; that the interest 
coverage ratio of ftooresville at the end of the test period 
was I-QI times; that the prop~r before-tax interest coTerage 
ranged between a high of 4.90 in 1961 and a lov of 3.29 in 
1970; that KooresYille would be required to pay an interest 
cost of between 8.00% and B.501 in the issuance of long-term 
bonds, based on the 1972 rate being charged for Baa bonds of 
approximately 8.00% plus a premium of .SO% because of the 
financial condition of Mooresville as of the test year; that 
based upon the assumed cost, the OYerall debt cost of 
Mooresville for the test period is between 7.39, and 7.77%; 
that the cost of equity ··for Booresville is in the range of 
12.03% to 14.441 based oD a before-tax interest coverage 
ratio range of 3.50 to 4.00, producing an oYerall cost of 
capital for Mooresville between 9.47% and 10.77%. 

Mr. Malec further testified that his study of debt cost 
included all of the Baa utility issues sold publicly during 
1972 and none of the companies that marketed issues during 
1972 were charged the .50% premium; that he does not ha•e an 
opinion as to whether the 7.771 figure would be higher than 
the cost of debt of the aYerage telephone operating company; 
that Mooresville Telephone Coapany does not have to register 
a debt issue vith the Securities and Exchange Commission and 
is not required by that agency to have a three times 
coYerage; that the 1972 year end times coYerage for Mid
continent for its telephone opetations alone is 
approximately 3.17 times based on the September 30, 1972 
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operations; that his computation indicates the return on 
common eqni-ty that would be arriTed at using the proper 
coverage and is not a separate measure of vhat the equity 
holder demands; ·that the franchise area in which MooresYille 
provides service is an economically growing desirable area 
for a telephone conpany and is a factor which would be 
considered favorably by a debt investor; that 3.5 times is 
used as an approximation of the 3.29 to 3.31 lov end of his 
range; that the figures vhich he used vere based on the 145 
company Missouri study; that the criteri~ for inclusion in 
that stu.dy vas $1 ;000,.000 in re't'en.nes while the reYennes for 
Mooresville Telephone Company for the test period were 
!628,000; that the adTances from Kid-Continent to 
Mooresville are not evidenced by any note or contract and 
there is no due date, the adTance being in the nature of a 
demand note obligation; that Kid-Continent Telephone Company 
has 100% common stock ownership in Thermal Belt Telephone 
Company, Eastern Rowan Telephone Company, !id-Continent 
Telephone Company, HooresTille Telephone Company in North 
Carolina and has acquired control of North Carolina 
Telephone Company; that none of those companies has 
undertaken conventional long-term financing since 
acquisition by Kid-continent except for negotiation for a 
long-term credit agreement with Stromberg Carlson; and that 
there is no directive or formal management decision by Mid
Continent as to its treatment of the $1,426,165 advance. 

Kr. John c. Goodman, Assistant Vice President of the 
American Appraisal Company_, .Inc., testified regarding his 
reproduction cost appraisal of Kooresville's telephone 
properties as of Karch 31, 1972; he testified that the 
trended original cost ■ethod was used for approximately 991 
of ·the total value; that he deTeloped trend factors, trended 
cost and condition percent; that the reproduction cost new 
is $4,499,906; that he determined the existing depreciation 
by means of physical inspections and consideration of 
obsolescence and other factors affecting future service 
life; that the reproduction cost new less depreciation is 
$3,801,330; and that in his opinion reproduction cost new 
less depreciation is an appropriate measure of the present 
fair value of Kooresville 1 s property. 

Kr. Ph~llip L. Hamrick, President and a Director of 
Mooresville Telephone company as well as North Carolina 
DiTision Manager for Kid-Continent Telephone Service 
Corporation, testified that ~id-Continent Telephone 
Corporation became the sole shareholder of Mooresville 
Telephone Company in December, 1967 and has proYided short
term and equity financing for expansion and improvement 
programs; he testified regarding increased inTestment and 
growth in number of stations without rate reliefi that the 
present upgrading program is complete bot additiona1 
permanent financing will be needed for future construction 
programs; that current net earnings are not sufficient to 
maintain Mooresville 1 s credit and attract capital for future 
plant expansion and serYice improYement; that wages and 
other expenses have increased substantially since 
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Mooresville 1 s last rate case; that the granting .of the full 
increase sought in this case would increase the rate of 
return on stockholders equity to I r.67% and that without 
such an increase it would be exceedingly difficult to get 
additional capital investment in the company; that between 
Mr. Clemmons• October and December test of operator answer 
time at the toll center in statesYille, Southern Bell 
conducted another study and made certain improve~ents in the 
operator answering conditions and that during the past year 
Mooresville also conducted an answer time recording study 
and reYieved Southern Bell's findings; that !ooresYille 
plans to continue the studies; that Mooresville nov has on 
order traffic usage equipment to conduct its own tests tO 
verify Southern Bell 1 s forecast requirements concerning toll 
circuits; that the 411 trunk vill divert information traffic 
from the 110 11 trunk and consequently take a load off the 
operator positions; and that the co ■ pany has no current 
plans to make additional EAS studies but would make such 
studies upon Commission request or such time as Koorestille 
felt public interest is demonstrated for such a study. 

nr. Gene A. Clemmons, Chief Engineer Telephone serYice 
section of the Commission staff, testified regarding the 
results of the commission's Staff review of telephone 
serYice proYided by nooresyille Telephone company and 
presented recommendations concerning the depreciation rates; 
he testified that the staff made a serYice reTiev during 
October and December, 1972 consisting of intra-office test 
calls, direct distance dialing test calls, transmission and 
noise measurements on trunks, a review of held orders and 
regrades, a review of trouble reports, a re~iev of operator 
answer time and testing of public pay stations; that the 
intra-office failure rate is not exceedingly high but some 
improvement could be made; that during DDD testing the Staff 
encountered many all-trunk busy conditions in "ooresYille 
caused by insufficient DDD trunks and insufficient adapter, 
which should be relieYed by additional equipment installed 
in December 1972; that October test of operator answers on 
non leTel trunks indicated a problem with central office 
lockout but the problem was not indicated in December tests; 
that October operator answer time tests indicated 23.1% of 
the answers exceeding two rings; that operator answers in 
December were within reasonable objectiTes; that the 
trans■ission and noise measurements indicated 4% of the 
transmission measurements exceeding the range of 3 to 12 db 
and no noise •easurements over 33 dbrnc; that no cutoffs on 
toll calls were recorded; that the trouble reports per 100 
stations have been fro~ 4.3 to 9.Q during 1972 vith 
significant improTeaent oYer 1971; that the company as of 
November 30, 1972, was not holding any nev serTice 
applications and was holding only q3 regrade applications; 
that the company has undertaken a substantial upgrading 
program during 1971 and early 1972 including new outsi~e 
plant facilities and nev cross-bar central office equipaent, 
and an increase in plant investment per station from 
approximately $334 for 1970 to approximately $500 at the end 
of March, 1972; that the company's operating expenses are 
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relatively lov .on a per station -basis; that the company had 
a high number of out-of-service trouble reports carried over 
and the Staff recommends that the company compute a monthly 
index of the Percentage of out-of-service trouble reports 
not cleare~ within 24 hours. 

Regarding the depreciation rates Kr. Clemmons recommended 
that an adjustment be made in the depreciation rates for 
central office equipment to reflect a composite serTice life 
of 28 years vith 0% net salvage for a depreciation rate of 
3.61 based on telephone industry experience with crossbar 
equipment; that the vehicle sub-account carry a depreciation 
rate of 11-2% that the furniture and office equipment 
account shoud carry a 6.0% rate and the building account 
should carry a 3.01 deprecia~ion rate. 

Mr. Clemmons further testified that to solve the operator 
serTice problems MooresYille should make continuing tests, 
as Ht. Hamrick indicated was Mooresville•s intention; that 
Mooresville should reTiev any intra-office call problems 
vith the equipment ·supplier; that he understands 
nooresYille•s intention is to make its ovn studies and 
forecasts to determine the need for toll and DDD trunks to 
be proYided by southern Bell. 

Hr. Wil.iiam R. ca.Sh, Utilities Engineer vith the 
Commission sta£f~ testified regarding his evaluation of the 
outside plant construction from a standpoint of 
serviceability and safe.ty and regarding his, · revie~ of the 
company• s plant organization and records_; that he conducted 
service tests on outside plant line and subscriber stations 
to ascertain the conditions of transmission noise and 
signaling on the companj•s longest loops; that 231 of the 
station~ on the longest loops failed to meet_ the 1000 hertz 
loss objective; that line voltage and line telephone, and 
ground currents at statiQn protectors were measuredi that 
Hooresville•s plant practices in connection with station 
protection were not in full compliance vith Mid-Continent 
practices and procedures, because the company has focused 
its attention on its building program, but company officials 
haTe informed him that a routine program to eliminate 
grounding deficiencies v·111 be accomplished in 1973; that 
the company has recently completed the rebi,,ild of its. 
outside plant, vhich is well constructed and in accordance 
vith accepted. industry p_racticesi that the company•s plant 
records are. in satisfactory condition; that Kooresville•s 
organizational structure is adequate with the exception that 
an assistant to the plant manager should be provided in 
order to establish closer superYision of company plant 
forces and contractors. -

nr. Vern w. chase, Chief Erigineer TelephOne Rate section 
of the commission staff, testified regarding his eva-lua tion 
of the diYision of inTestment and expenses between 
intrastate and interstate operations, his reYiev of the 
status of the toll settlement between Mooresville and 
southern Bell, his reTiev as to the effect of toll 
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separations and settlement changes on !!ooresville1 s 
operations for the test period, and his reviev of the rate 
proposals; he testified that Mooresville•s toll separations 
study vas not based on the fCC-NARUC Manual or on minutes of 
use which is the criteria upon which that ■anual's 
separation methods are based; that the staff has no opinion 
as to the reliability of the final results of the 
Mooresville 1 s separation s~udy; that to make a co■plete cost 
separation study for ftooresville voul~ be very expensive and 
for that reason it is to the rate payers• a.dTantage that 
this proceeding be decided on a total intrastate-interstate 
basis; that in the eTent the company is allowed to adjust 
rates and charges the revised r~te schedule indicates a fair 
method of distribution, with the exception of the base rate 
area and rural phone areas as nov established; that rural 
zone charges could be eliminated by adding 30¢ per month to 
the local monthly rates; that if the Commission should allow 
the company as much as 501 of its request for additional 
reYenue it should consider the elimination of the present 
color set charge of 25¢ per month because color sets should 
nov be considered as standard equipment; and that the Staff 
recommends the elimination of the two-party serYice offering 
vithin two years. · 

t!r. Allen J. Schock, Staff Accountant, offered testimon_y 
and exhibits regarding test period data taken from the books 
and records of the !ooresville Telephone Company with pro 
forma adjustments for the twelYe months ending !arch 31, 
1972; that the gross operating revenues for said test period 
are $707,897; that the operating re•enue deductions are 
$566,007 producing a net operating income of $141,890 which 
after adding an annualization factor of 2.503% produces a 
net operating income for return in the amount of $145,442; 
that the inYestment-in telephone utility plant in serYice is 
$3,212,590 after deducting the accumulated pro•ision for 
depreciation; that the allowance for working capital is 
$59,908 including $47,695 for materials and supplies and 
$24,'093 for cash working capital based on I/12th of 
operating expenses; that the net investment in telephone 
utility plant plus the allowance for working capital is 
$3,272,498 vhich wh~n related to the net operating income 
for return figure indicates a rate of return on said net 
investment in the amount of 4.44%; that based on test 
period common equity of $1,543,099 the present rates produce 
a rate of return on· common equity of 4.26%; that the 
company•s proposed rate adjustment would produce net 
operating income for return in the amount of $290,620 for a 
rate of return on said inYestment of 8.96% and a rate of 
return on said end of period common equity of 13.67%. 

Based upon the record the comaission makes the following 

FINDINGS OF FACT 

I• That Mooresville T0lephone company is a duly 
franchised public utility providing telephone serYice to 
subscribers in and around the Town of Mooresville, in 
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Iredell, Bovan and Becklenburg counties, Horth Carolina, is 
a duly creat"ed and existing corporation authorized to do 
business in North Carolina and is properly before the 
Commission in this proceeding for a determination as to the 
justness and reasonableness of its proposed rates and 
Charges as regulated by the Utilities Co■mission under 
Chapter 62 of the General Statutes of North Carolina. 

2. That the total net increases in rates and charges 
proposed by RooresTille vould produce a total of $317,438 in 
additional gross annuai reTenue. 

3. 
by the 
period 

That the test period utilized by 
commission in this proceeding was 
ending Barch 31, 1972. 

all parties and set 
the tvel Ye months• 

4. That Boores-.ille•s total annualized test period 
operating revenues in North Carolina under the present rates 
are $707,897 including intrastate toll reYenues of $331,245. 

5. That Moor~sville•s reasonable operating expenses for 
the test period are $289,123 and total operating revenue 
deductions are $566,007, including increased payroll 
expenses · of $3, 1-26,000, and after an annualization 
adjustment of 2.503% to net operating inco■e, produce test 
period net o:perating income for return of $piS,442 which, 
based upon said test. year, giYes effect to expected and 
obtainable productivity gains. 

6. That Kooresville•s end of period net investment in 
utility plant at original cost is $3,212,590 based on 
utility plant in service in the amount of $4,097,595 less 
that portion of the plant which has been consumed by 
previous use recovered by depreciation in the amount of 
$885,005. 

7. That !ooresville•s net invest ■ent in property used 
and useful in proYiding serYice to the public within this 
state consists of said net inYestment in utility plant plus 
allowance for working capital, or $3,272,498 vith the 
working capital allowance of $59,908 based on test period 
operations including cash working capital which eguals 
I/12th of its test year operation and maintenance expenses, 
materials and supplies, and deducting aYerage tax accruals. 

8. That the present rate of return on the utility's net 
inTestment in property used and useful in serYice rendered 
to the public within this state, including the utility plant 
itself and a reasonable allowance for working capital, is 
q_qq1. 

9. That after fixed charges on the bonds and short-term 
notes of $169,586, there remains net inco■e for common 
equity, under present rates, in the amount of $65,737; that 
the common eguity capital in Kooresville at the end of the 
test period amounted to $1,543,099, producing_ a rate of 
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return on co~mon eguity under the present rates at the end 
of the test period of 4.26~. 

JO. That the replacement cost of !ooresville1 s property 
used and useful in proYiding serYice to the public within 
this state as of the end of the test year consisting of a 
replacement cost of utility plant in the amount of 
$3,500,000 and the reasonable working capital allowance of 
$59,908 at current cost, is $3,559,908. 

I 1. That the fair Yalue of !ooresville1 s property used 
and useful in proriding serYice to the public vithin this 
state as of the end of the test period, considering the 
reasonable original cost of the prope~ty less that portion 
consumed by use and recovered by depreciation expense, and 
the replacement cost of the property, under the 
circumstances of this case, is $3,559,908. 

12. That based upon the foregoing findings of net income 
and fair value, !ooresville•s rate of return on fair value 
for the test year vas 4.091; its rate of return on its 
actual common equity capital for the test year was 4.261 and 
the rate of return on common equity as adjusted for the 
incremerit by which fair Yalue exceeds original cost was 
3.591; said rates of return on fair value and common equity 
are insufficient to allow the utility by sound management to 
produce a fair profit to its stockholders to ■ aintain its 
facilities and serYices in accordance with the reasonable 
requirements of its custo'mers and to compete in the market 
for capital funds on reasonable terms. 

13. That the overall telephone service presently provided 
by nooresYille Telephone Company is adequate, although the 
company in the recent past has experienced so■e serTice 
problems, primarily proble■s associated with its 
subscribers• use of Southern Bell's StatesYille toll center, 
which appears to have been corrected at the time of the 
hearing, based on staff measurements and tests, but which 
8ooresville plans to review periodically. 

lq• That a rate of return of 1.011 on said fair Yalue 
will produce a rate of return on actual test period common 
equity (which ih this case does bear an appropriate 
relationship to total capl:,talization) of f1.001 and a rate 
of return of 9.281 on co ■mon equity as adjusted for the 
increment by which fair Tal ue exceeds original cost; ·said 
rates of return are sufficient to allow the utility by sound 
management to produce a fair. profit to its stockholders, to 
maintain its facilities and services in accordance with the 
reasonable requirements of its customers and to co■pete in 
the market for capital funds on reasonable terms; that 
!ooresTille will require additional annual gross reYenues of 
$227,-415 to achieve said appropriate rates of return, as is 
illustrated in the tables appearing on pages 20 and 21 of 
this order. 
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1s. That the rates requested by !ooresville vill generate 
$317,438 in additional reYenues vhich vill produce rates of 
return in excess of those found to be just and reasonable. 

16- That the rates contained in the schedules attached 
hereto as Appendix nAn vill produce additional gross annual 
revenues .of $227, 4 I 5 and are just and reasonable rates. 

Whereupon the Commission reaches the following 

CONCLUSIONS 

I• Upon consideration of the record herein it has beco■ e 
apparent that SooresYille Telephone Company is in need of 
substantial rate relief, having reduced its rates tvice 
since its last general rate increase in 1951 and currently 
providing telephone service at such artificially lov rates 
as $3.25 per month for a one-party residence telephone and 
deriving from those rates a rate of return on common equity 
of only Q.26~. The question becomes not whether 
Mooresvil1e•s operations require rate relief but how much. 
In applying the criteria set forth in G.S. 62-13"3 (b) the 
Commission must estimate the utility's reYenue under the 
present and proposed rates, and ascertain the utility's 
reasonable operating expenses, by fixing a test period of 
tvelYe months ending as close as practicable before the 

_opening of the hearing. 

2. use of the test year so established is Yalid, as the 
Court said in the case of Utilities Commission v. City .2f 
Durham, 282 N. C. 308 (1972) "· •• if, but' only if, 
appropriate-proforma adjustments are made for abnormalities 
vhich existed in the test period and for changes in 
conditions occurring during the test period and, therefore, 
not in operation throughout its entirety". In the present 
case ve conclude that ve should adopt MooresYille 1s pro 
for■a adjustment to toll revenues and the Staff's proforma 
adjustments to uncollectibles, payroll costs, other 
expenses, materials and supplies and related tax 
adjust■ents. 

3. Mooresville contended through its witness Bowan that 
a further adjustment should be made to test year working 
capital requirements to giYe effect to bank d~posits ■ade by 
Mooresville as "co■pensating balances". Mooresvi11e 1 s 
eYidence in this case, hoveYer, failed to demonstrate the 
reasonableness of including such a deposit in co■puting the 
vorking capital allowance inas■och as it does not establish 
that the deposit vas in fact ■aintained at the asserted 
leYel or that the line of credit vas utilized by MooresYille 
during the test period. 

q_ We conclude that the replace■ent cost of 
nooresville's property used and useful in providing serYice 
to Horth Carolina customers as of the end of the test year, 
considering the eYidence of trended original cost or 
reproduction cost nev, the ■ethodology used in deriving such 
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evidence, and that portion consumed by use and recovered by 
depreciation expense, is $3,559,908, and that said 
replacement cost proTides an appropriate mea.sure of fair 
value in this case considering ftooresville•s construction 
program in relation to its size, the actual depreciation 
reserve, the adequacy of service and of plant engineeri_ng, 
the recent rebuild of sub'stantial plant vith modern, ·vell
designed facilities, and the reasonable. working capital 
allowance. Kr. ~ohn c. Goodman offered testimony and 
exhibits for ftooresville to the effect that the reproduction 
cost nev of !looresville•s property ·at I!arch 3(, 1972 is 
$4,499,906 and the reproduction cost nev less depreciation 
is $3,801,330. ire interpret G.S. 62-133(1,) (I) to mean that 
"replacement cost" enTisions the reconstruction of utility 
plant in accordance vith modern design and ·techniques .and 
vith the most up to date·changes in the state of the art of 
telephony. On the other hand,. "reproduction cost" (or 
trended original cost as presented by Witness Good■an) is 
founded upon the premise of duplication of the plant as is, 
vith any inefficiencies and outmoded or obsolete design 
included. Consequently, replacement cost envisions a more 
sophisticat'ed leYel of e"Yidence than reproduction cost. 
Accordingly, if the "trended original cost" study of the 
company in this proceeding is to be fully acceptable, it 
must be based upon reasonable methodology in order to be 
some· eYidence of replacemen_t cost. 

The trended original cost study by Witness Goodman has 
se~eral deficiencies which make it unacceptable as the 
complete basis for determining replacement cost. Br. 
Goodman's testimony refers to a trended book cost and net 
trended book cost study. The approach taken by this witness 
is to trend undepreciated vintage dollars of plant 
investment surYiYing at the end of the test period. These 
surviving vintage doliars were estimated as to year of 
placement. ttr. Goodman selected surYivor curves or assumed 
first-in-first-out to estimate the dollars of surviving 
plant by year. ttr. Gdodman then trended such estimated 
vintage dollars by applying estlmated material and labor 
indices. These indic·es were weighted together by using an 
estimated ratio of labor and material. This ratio is 
further assumed to apply oYer the entire life span of the 
surviving plant. Finally after arriving at his estimated 
Yintage dollars, estimated labor and material weighting and 
estimated trending indices, Mr. Goodman does not trend the 
depreciated original cost of the plant but actually trends 
the undepreciated book value. 

"r• Goodman then testified that he determined by physical 
field inspections; consideration of.obsolescence and other 
factors, a percent allowance for condition. He did not 
consider the actual accrued depreciation on !ooresville's 
books. The percent allowance for condition vas then 
multiplied by trended book cost to produce vhat 8r. Goodman 
called the reproduction cost llev less depreciation. The 
resulting net trended book cost is higher than vould have 
resulted had ftr. Goodman .considered the depreciation expense 
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actually recovered by Mooresville, which ve have considered 
in determining replacement cost. 

We conclude that although ~r. Goodman's ■ethods and 
results proTide evidence of replacement cost they are not 
wholly determinative inasmuch as the methods employed do not 
reflect an appropriate depreciation reserve ratio, the 
metho4s employed are based to a significant extent on 
estimates and assumptions in arriving at the surviving 
dollars by year of placement before any trending factors are 
applied, the methods employed use the various esti■ates and 
assumptions in arri•ing at trending factors to be applied 
against the estimated surviving dollars, and the ■ethods 
employed gi•e only minimal consideration to adTance3ents in 
the art of telephone engineering and construction. 
Accordingly, the net trended cost of Mooresville 1 s plant 
produced by such trending is an excessively high estimate of 
replacement cost as is found hereiµabove. 

5. We conclude that in order for ftooresTille by sound 
management to produce a fair profit to its stockholders, to 
maintain its facilities and serTice in accordance vith the 
reasonable requirements of its customers and to compete in 
the market for capital funds on reasonable terms it requires 
a rate of return on fair value of 7.01% and a rate of return 
of 9.28% on common equity as adjusted for the increment by 
which fair value exceeds original cost, and that MooresTille 
vill require additional revenues of $227,qls based on test 
year operations to achieTe said rates of return on fair 
value and on adjusted common equity. The increase is cost 
justified and does not reflect future inflationary 
expectations, the increase is the minimum required to assure 
continued, adequate and safe serTice, the increase vill 
achieve the minimum rate of return needed to attract capital 
at reasonable costs and not to impair the credit of the 
public utility, and the increase takes into account expected 
and obtainable productiTity gains. By obtaining such 
additional revenues Mooresville vill have the opportunity to 
increase its interest coTerage to 3.72 times and its rate of 
return on test period common equity to I 1%. Accordingly, 
the rate relief requested herein is excessiTe inasmuch as it 
would produce total additional gross annual revenue in 
excess of that required to produce the rates of return found 
herein to be reasonable. 

6. The following tables, based upon the Findings of 
Pact, illustrate the calculations for the $227,qlS 
additional reTenue found to be necessary, just and 
reasonable from the· records in this proceeding. 
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MOORESVILLE TELEPHONE COMPANY 
STATEMENT OF RATE OF RETURN ON INVESTMENT AFTER 

ACCOUNTING, PRO FORKA AND RATE INCREASE ADJUSTMENTS 
FOR THE 12 MONTHS' PERIOD ENDED 8ARCH 31, 1972 

After 
Accounting 

and 
Pro Forma 

Adjustments 

Operating ReYenues 
Local service· 

revenues 
Toll service 
revenues 

Miscellaneous 
reYenues 

Uncollectibles 
Total operating 

reTenues 

$ 360,659 

331,245 

27,400 
111,407) 

707.897 

Operating 1@..!.g™ Deductions 
Operating expenses: 

ftaintenance 
Traffic 
commercial 
General office 
Other 

Total qperating 
expenses 

Depreciation 
Taxes - other 

than income 
Income taxes - state 
Income taxes -

Federal 
Deferred Federal 

137,684 
9,027 

6 I, 365 
40,053 
40 994 

289. t 23 
177,586 

78,833 
3,497 

Rate 
Increase After 

Adjustments Adjustments 

226.361 

I 3,582 
12,767 

96,006 

$ 588,074 

331,245 

27,400 
(12.461) 

I 37,684 
9,027 

6 I ,365 
l'.J0,053 
40 994 

289.t23 
177,586 

92,415 
16,264 

77,548 

income tax tJ0,254 40,254 
Investment tax 
credit - net --~<~4~,~8~2~8~>~--------~<~4~-~8~2~8~) 

Total operating 
revenue de-

ductions --"5~6~6=0~0~7 ___ .._t2~2=•3~5~5"----~6~8~8~•~3~6~2~ 

Net operating income 141,890 
Add: Annualization 

I 04, 006 245,896 

factor~ 2.503~ ___ 3-5=5=2~---------~3=5;5;2 
Net operating 

income for re-
turn 

=====-=-========================== 



In vestment in 
Telephone Plant 
in Service 
-Telephone plant 

RATES 

in service $4,097,595 
Less: Reser Ye 
for 

$4,097,595 

depreciation __,,8~8~5u,~0~0~5,___~~--------"8~8~5~,~0~085 
Net inYestment 

in telephone 
plant in ser-

vice ...=.3L•~2~12=,5~9~0._ _______ ~3~•~2~1~2~,~5~9~0 

Allowance for Working capital 
MaterialS 

and supplies 47r695 
Cash (I/ I 2 of opera-

ting expenses) 24,093 
Less: AYerage tax 

47,695 

24,.093 

accruals --~1~1L-~8~B~O __ s,._2~0=,3~9~3"----~3~2~-~2~7e,<3 
Total allowance for 

working capital --~529L•~92028 ___ 2~0=,3~9~3a_ __ _,3~9~,~5ul..25 

Net inTestment in 
telephone plant an4 
allowance for work-

ing capital $3,272,498 $ 20,393 $3,252,105 

Rate of return -
percent 

Fair value 
rate base 

Rate of return -
percent 

================================== 
7.67 

================================== 
$3,559,908 $3,559,908 
.. ====-============================ 

=·================================= 

MOORESVILLE TELEPHONE COftPANY 
STATEMENT OF RETURN ON COMMON EQUITY 

FOR.THE 12 MONTHS' PERIOD ENDED MARCH 31, 1972 

659 

Present Nev 
!@1fil! ~ 

Net operating income. for return $ I 45,442 $ 249,448 
Other income 24,144 24,144 
Amount aTailable for fixed charges I 69,586 273,692 
Pixed charges I 03, 849· 103,849 
Amount aTai1able for common equity 65,737 169,843 
Common equity 1,543,099 1,543,099 
Return on common equity 4.261 11.001 
Fair value common equity 1,830,509 1,830,509 
Return on fair value common equity 3. 59'1! 9.281 
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7. In establishing rates necessary to produce the 
revenue requirement found herein, ve conclude that main 
station service connection charges should be increased to 
!12.50, extension connection charges, moTe and change 
charges and miscellaneous equipment charges should be 
increased to $7.50, to produce total additional reYenues of 
$S,q73 from service charges and $25,119 from miscellaneous 
charges, based on the test period number of customers. We 
further conclude that Mooresville•s separate charge for 
color telephones as well as zone charges, should be 
eliminated. at this time. The color charge generated test 
period revenue of $5,715 and the zone charge generated test 
period revenues of $18,420. After said increases and 
decreases, the monthly station rates vill be increased a 
total of $220,955. (The rate for single-party residence 
telephone service vill be increased, for example, f~om $3.25 
to $5.90 per month, vhereas Mooresville initially proposed 

1 an increase to $7.50 per month). The increase in annual 
operating revenues for Hoorestille Telephone Company after 
said increases and decreases will be $227,415 based on the 
test period number of customers. Rate schedules necessary 
to produce said additional annual operating revenues are 
attached as Appendix "A". 

IT IS, TijEREFORE, ORDERED: 

1- That Mooresville TelePhone Company be, and hereby is, 
authorized to increase its local exchange monthly telephone 
service rates, general exchange tariff item rates and other 
charges to produce annual gross •revenues not exceeding 
$588,074 based upon stations and operations as of March 31, 
1972, by applying increases and decreases in said rates and 
charges .in the net amount of $227,415 as in the schedule of 
rates and charges hereinafter set forth in Appendix "A". 

2. That Mooresville Telephone Company shall file tariff 
reYisions reflecting said increases as set forth in Appendix 
"A", to be effective on bills rendered in advance for the 
month of May, 1973, and thereafter. 

ISSUED BY ORDER OP THE COftHISSION. 

This 30th day of ftarch, (973. 

(SEAL) 

NORTH CAROLINA UTILITIES COHHISSION 
Katherine H. Peele, Chief Clerk 

concurring statement of Commissioner Wells attached. 



Residence 

RATES 661 

APPENDIX "A" 
~OORESVILLE TELEPHONE COMPANY 

DOCKET P-37, SUB qa 

Exchange ser•ice Rates 

Business 
l!!..4.!.. 2 Pty. 4, Pty. ~ 2 Pty. 4 Pty. 

S5.9o $5.25 sq.20 $12.20 $11.10 $9.q5 

PBX and key system trunks and semi-pub1ic telephones 
- I I /2 times business one-party rate. 

see official order in the Office of the Chief Clerk for the 
remainder of Appendix 11 A." 

DOCKET NO. P-37, SUB 48 

WELLS, COftftISSIONER, CONCURRING. I concur in the result, 
but dissent to some of the Findings and Conclusions. 

The rates (as opposed to rate of return) allowed b'.?' ~his 
Order appear to be reasonable and fair. It is my opinion, 
however, that even with careful and prudent management, 
these new rates vill probably not earn for Mooresville 
.Telephone company the rates of return found reasonable in 
this Order. 

The evidence in this case is clear that at the end of the 
test period, MooresYille•s capital structure contained a 
very high percentage (41%) of short-term debt in the form of 
advances from its Parent Company, Mid-Continent Telephone 
Corporation. These adVances were at a rate of interest 
(5.5%) considerably lover than current market rates on long
term debt capital or equity capital, and vhen this short
term debt is converted, as surely it must be, it will carry 
a much higher interest rate. The result will be. that 
nooresville 1 s fixed charges will go up rather substantially, 
its interest coverage vill decline, as will its return on 
common equity. 

In fairness to all, I must point out tha~ I do not accept 
that Mooresville Telephone Company is entitled to earn 11% 
on its end-of-period common equity or to earnings vhich vill 
achieve an interest coverage of 3.72%. The rates allowed 
herein will not do so, and I do not vish to invite another 
rate case which would seek to achieve such results. 

Hugh A. Wells, Commissioner 
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DOCKET NO. F-19, SUB 152 

BEFORE THE NORTH CAROLINA UTILITIES COHHISSION 

In the Matter of 
General Telephone companj of the Southeast ) ORDER GRANTING 
- Authority to Issue and $e11 First Mo~t- ) AUTHORITY TO 
gage Bonds in an Amount of $25,000,000 at } ISSUE AND SELL 
Competitive Bidding and to Sell Common ) FIRST MORTGAGE 
stock in an Amount of $8,550,000 to General) BONDS AND 
Telephone & Electronics Corporation ) CO!ftON STOCK 

This cause comes before the commission upon an application 
of General Telephone Company of the Southeast (Gentel), 
filed under date of February 13, 1973, through its counsel, 
wherein authority of the Commission is sought as follows: 

1. To ,issue and sell at competitiTe bidding $25,000,000 
aggregate principal amount of its First Mortgage 
Bonds (the Bonds), series V __ %, due ftarch I, 197~; 

2. To execute and deliver a Twentieth supplemental 
Indenture to its Mortgage and Deed of Trust, dated 
NoTember I, (947, to secure payment of the Bonds; and 

3. To issue and sell 
$25 par value, to 
Corporation (GTE) 

342,000 shares of its Common Stock, 
General Telephone & Electronic$ 

for $8,550,000 cash. 

FINDINGS OF FACT 

1. Gentel is a Yirginia Corporation doing business in 
the Commonwealth of Virginia, and duly qualified to transact 
busin9ss as a foreign corporation in the states of Alabama, 
Georgia, North Carolina, south carolina1 Tennessee and West 
Virginia. Its general office and principal place of 
business is 3632 Roxboro Road, Durham, North Carolina, and 
it owns and operates · telephone properties in each of the 
seTen states mentioned in this paragraph. 

2. Gentel has expended $7.8,662,000 for additions to its 
properties during 1973 and its construction program for the 
year 1973 is estimated at $74,083,000. In order to finance 
these expenditUres in part, Gentel had outstanding short
term loa~s aggtegating $50,510,500 at December 31, 1972,, and 
which wi.11 approximate $59,360,500 by March 28, 1973. 

3. Gentel proposes to issue and sell 342,000 shares of 
its Common stock, $25 par ,Talue, to GTE for $8,550,000 cash. 

4. Gentel proposes to create, issue and sell $25,000,000 
aggregate principal amount of its First Mortgage Bonds, 
series v, __ I, due ftarch I, 2003, to be issued pursuant to 
its Indenture of Mortgage and Deed of Trust to The First 
National Bank of Chicago and Robert L. Grinnell, as Trustees 
(R. R. Manchester, successor individual trustee), dated as 
of NoYember I, 1947, as supplemented and amended by nineteen 



SECURITIES AND BORROWED FUNDS 663 

Supplemental Indentures and to be supplemented and amended 
by a Twentieth supplemental Indenture. The Bonds are to be 
sold at competitive bidding on March 15, 1973, at eleven 
a.m. at a proposed maximum offering price of 102 percent per 
unit and will bear interest at a rate which will result in 
the lowest annual cost of moneY offered by any Bidder 
acceptable to Gentel. 

5. Gentel will pay a registration fee of $5,(00 in 
compliance vith the requirements of the Securities and 
Exchange Commission, in connection vith the sale of the 
Bonds. Additional expenses other than underwriting 
discounts and commissions are estimated to be $99,500. 

6. The. net proceeds from the sale of the Bonds, 
exclusive of accrued interest, together with the proceeds 
from the sale of common stock, will be applied towards the 
payment of short-term loans oving to banks and to GTE 
obtained for the purpose of financing Gentel•s construction 
program. 

CONCLUSIONS 

Prom a reTiew and study of the application, its supporting 
data, and ot~er information in 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 Petitioner; 

(b) Compatible with the public interest; 

(c) Necessary and appropriate for and consistent with the 
proper performance by Petitioner of its service to 
the public and will not impair its ability to perform 
that serTice; and 

(d) Reasonably necessary and appropriate for such 
purposes. 

The commission's approTal of this financing shall not be 
construed to deprive it of considering and adjusting, if the 
Commission deems necessary, Gentel 1 s capital structure for 
ratemaking purposes in the Gentel general rate case (Docket 
No. P-19, sub· 136) scheduled for hearing by this commission 
beginning April 11, 1973. 

IT IS, THEREFORE. ORDERED. That General Telephone Company 
of the southeast, be, and it is hereby authorized, e■povered 
and permitted. under the terms and conditions set forth in 
the application: 

1. To issue and sell, for cash, plus accrued interest, 
if any, at competitiTe bidding $25.000,000 principal amount 
of First Mortgage Bonds, Series Vr __ %, due Karch I, 2003; 
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2. To execute and deliver a Twentieth supplemental 
Indenture to its Mortgage and Deed of Trust dated NoTember 
I, 1947', to secure payment of the Bonds; 

3. To issue and sell 3.42,000 shares of its Common Stock, 
$25 par value, to GTE for $8,550,000 cash; and 

q_ To file vith the Commission, in duplicate, a verified 
report of actions taken and transactions consummated 
pursuant to the authority herein gr.anted vi thin a period of 
sixty (60) days following the completion of the transactions 
authorized herein. 

ISSUED BY ORDER OF THE COMMISSION. 

This the '12th day of March, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COHHISSION 
Katherine H. Peele, chief Clerk 

DOCKET NO. P-(9, SUB (52 

WELLS, COMMISSIONER, DISSENTING IN PART, AND CONCURRING IN 
PART. The lavs of North Carolina as set forth in Chapter.62 
of the General Statutes, II!ore particularly Sections 161 and 
167 of said chapter, require this Commission to exercise its 
judgment in connection with the raising of external capital 
(either debt or equity) by public utility firms franchised 
to do business in the State. Th~ criteria under which the 
Commission shall exercise its judgment are clearly set forth 
in the law and the rules of the Commission. 

My experience with General Telephone company of the 
southeast has led me to question whether that coapany is 
wisely and prudently spending its capital funds. In this 
docket, I can concur that General has- met the criteria set 
forth in G. s. 62-161 (a}-i.e., that the transactions herein 
proposed are ~or lawful objects. I find nothing in the 
record other than the naked conclusion of the Applicant that 
the other three criteria are met. I do find from other 
dockets and the files of this commission information vbich 
creates much doubt in my mind that the other three criteria 
are being met or vill be met by this co■pany, so far as its 
North Carolina operations are concerned. 

I must, therefore, cqnclude that my judgment would be to 
require much nore of this company than ve nov do in passing 
upon its financings. I concur in the result only because I 
realize that in order to continue to provide service, 
capital must be raised. I dissent strongly upon the grounds 
that the application filed by General is factually 
insufficient and that our order approTing it is routine and 
perfunctory. 

Rugh A. Wells, commissioner 
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DOCKET -NO. P-44, Sub 66 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Joint Application of Old Town Telephone 
System, Incorporated, OT Tel, Inc., and 
Mid-~ontinent Telephone Corporation for 
Authority to Merge the Old Town Telephone 
system, Incorporated, into o T Tel, Inc., 
and to Transfer the certificate of Public 
Convenience and Necessity 

ORDER ALLOWING 
MERGER AND. 
TRANSFER 

HEARD IN: 

BEFORE: 

APPEARANCES: 

The com•ission Hearing Boom, Ruffin Building, 
one West !organ Street, Raleigh, North Caro
lina, on October 26, 1973 

Chairman "arTin R. Wooten, Presiding; Com
missioner Hugh A. Wells and Commissioner Ben 
E. Roney 

For the Applicants: 

!Ir. F. Kent Burns 
Boyce, !!i-tchell, Burns and Smith 
Attorneys at Lav 
Box J 406·, Raleigh, North Carolina 
Appearing For: a T Tel, Inc., and !'lid-Continent 

Telephone Corporation 

Mr. Ralph M. Stockton 
Hudson, Petree, Stockton, Stockton and 
Robinson 
Attorneys at Lav 
610 Reynolds Building 
Winston-Salem, North Carolina 
Appearing For: Old Town Telephone system, Inc. 

Mr. George c. Mcconnaughey 
George, Greek, Kemp, McMahon 6 ftcConnaughey 
Attorneys at Lav 
100 E. Broad street 
Columbus, Ohio 43215 
Appearing For: Hid-Continent Telephone corpo

ration and o. T. Tel, Inc. 

Por the Intervenors: 

Mr. R. Kason Keiger 
Attorney at Lav 
403 Pepper Building 
Winston-Salem, North Carolina 
Appearing For: Robert Kasen Keiger 
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For the commission Staff: 

Hr. Robert F. Page 
Assistant Commission Attorney 
North Carolina Utilities Commission 
P.· o. Box 991 - Ruffin Building 
Raleigh, North Carolina 

Mr. E. Gregory Stott 
Associate Commission Attorney 
North Carolina Utilities Commission 
P. o. Box 991 - Buffin Building 
Raleigh, North Carolina 

BY THE COMMISSION. On July 27, 1973, a joint petition vas 
filed with the North Carolina Utilities commission by the 
three Applicants herein - Old Town Telephone system, 
Incorporated ("Old Town") r o T Tel, Inc. ("O T Tel"), and 
Mid-Continent . Telephone Corporation ("Hid-Continent"). The 
petition requested the commission to approve a. proposed 
merger between Old Tovn, a North Carolina franchised 
telephone public utility and a T Tel, a North Carolina 
corporation vhich is a, vholly-ovned subsidiary of Mid
Continent, an Ohio corporation. The petition also requested 
a transfer of the Certificate of Public conTenience and 
Necessity heretofore issued from Old Tovn to a T Tel as the 
surTiving corporation following the proposed merger. The 
petition further requested approval of certain mechanical 
and technical actions necessary to effectuate the merg.er. 
The net effect of the proposed merger would result in Mid
Continent, by and through its vholly-ovned subsidiary, a T 
Tel, thereafter furnishing telephone utility service to the 
public for co11penSation, which service vas theretofore being 
furnished by Old Tovn under its previously granted 
franchise. The petition vas verified by all three 
Applicants and vas signed by their counsel pursuant to 
Commission Rule Rl-5. The attorney of record signing for 
Old Tovn vas R. Kasen Keiger. 

Attached to Xhe petition vere a "Plan and Agreement of 
l!erger and Reorganization" and a "Three Party Agreement", 
both dated Hay 31, 1973. By item I• (c) (ix) of the "Three 
Party Agreement 11 , Old Tovn represented and warranted that 
the !erger Agreements vere "• •• duly authorized by its 
Board of'Directorsn and that"• •• the execution of such 
Agreements and consu■ mation of the transactions contemplated 
thereby vill not violate any proTision of its Charter or 
Articles of Incorporation pr Bylavs, or any provision of any 
mortgage, agreement, instrument, order, judgment or decree 
of or to which it is a party, or by which it is bound, or 
any~ restriction~ any kind .Qf: character !Q vhich it 
is subject. n (Emphasis added.) Old Town further agreed, by 
item 2. (b) (i) of said Three Party Agree■ent that "The Board 
of Directors of Old Town will call a meeting of its 
stockholders, in compliance vith the lavs of the State of 
North Carolina, to take place for the purpose of voting upon 
the Merger Agreement and vill recom■end !Q such stockholders 
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that they approve such agreement. 11 (Emphasis added.) The 
attorney for Old Town, vho assisted in the preparation of 
these documents, vas R. Kason Keiger. 

By Order date~ August 16, 1973, the Commission, being ot 
the opinion that the matter affected the public interest, 
set the matter for hearing on October 26, 1973, regu_ired the 
furnishing of additional data and information, ordered 
publication of notice in the affected area, and determined 
to decide the matter on the basis of the record if no 
legitimate protests or inter•entions vere receiYed by 
October' I 6, I 973. 

On September 26, 1973, Old Tovn, o T Tel and Hid-Continent 
filed Reply to the ·additional information required by the 
Commission Order setting the matter for hearing. On October 
IO, 1973, petitioners filed AffidaYit of Publication 
concerning the public hearing, shoving that same was 
published on September I I, 13, 18, and 20, 1973. 

On October 15, 1973, a petition for leave to intervene was 
filed by B. Kason Keiger, attorney for Old Town, in this 
capacity and as a, s·ubscriber, stockhOlder, custodian
stockholder and director of Old Tovn. Said petition 
principally questioned matters and things involving alleged 
misconduct of directOrs and minority .shareholders• rights, 
over which this Commission has no jurisdiction. The 
petition did, however, generally allege in paragraph 2.c. 
that "the costs of service in the Old Town area will be 
significantly increased as a result ·of the propose~ merger" 
and in paragraph 2. j. that 11the relief sought by the 
corporate petitioners is not compatible with the public 
interests, .i·s not ~ppropriate for servi,ce to the public in 
the area involYed, and is not justified by public 
convenience and neceSsity. 11 The petition prayed that R. 
Kason Keiger be al+oved to withdraw as attorney of record 
for Old Town, that he be allowed to intervene in this 
proceeding, that authority for the proposed merger be denied 
and that the hearing· date, which had been set so11.e tvo 
months earlier by the preYious Commission Order, be 
continued indefinitely. 

On October 17, 1973, a reply to the requested interYention 
vas filed by o T Tel and Mid-Continent. These _parties did· 
not object to Mr. Keiger•s appearance as Intervenor, but 
noted his extenSiYe participation as Attorney for Old Town 
in the preparation of the Merger Agreements, the 
Registratio_n statement with the S.E.c. and the Join~ 
Application for Merger Approval filed with this· Commission. 
For this reason and for the Commission's lack of 
jurisdiction over the majority of the issues raised by sr. 
Keiger 1 s petition for leaYe to interYene, o T Tel and Mid
Continent opposed any continuance of the hearing. 

On October 18, Mid-Continent moved that its out-of-state 
attorney be allowed to appear and participate at the hearing 
in association vith North Carolina counsel. 
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on October 17, )973, the Commission issued an Order 
allowing R. Kason Keiger to vithdrav as counsel of record 
for Old Town, allowing R. Kason Keiger to interYene herein, 
and denying the request fo~ a continuance. Old Town vas 
ordered to proYide itself with legal counsel to replace Mr. 
Keiger. On October 19, 1973, Old Tovn, by and through its 
nev counsel, filed its reply to the Keiger petition for 
leave to intervene also requesting that no continuance be 
granted. 

On October 22, 1973, R. Kason Keiger filed with the 
Commission the following documents: (I) EXCEPTION TO DENIAL 
OP MOTION FOR CONTINUANCE, (2) RENEWED MOTION FOR 
CONTINUANCE, (3) Subpoenas for James Casky, Frank J. 
Schilagi, ftarjorie H. Felmet, Victor G. Jamison and Arnold 
8. ~nider, Jr., vho are officers, directors or employees of 
Old Town or o T Tel, and (4) subpoenas duces tecum for 
Weldon w. Case, President of Hid-Continent and J. Lee 
Keiger, brother of R. Kasen Keiger and President of Old 
Tovn. Said SubpOenas were issued. 

On October 22, 1973, ·the Commission issued an order 
denying the Exceptions to Denial of Motion for Continuance 
and Denying the Renewed Motion for continuance. On October 
24, 1973, the commission issued an Order allowing the 
appearance of out-of-state counsel for Hid-Continent. 

On October 25, 1973, Mid-Colltinent filed a Motion to Quash 
the Subpoena daces tecum directed to its President Weldon w. 
Case. Also on 25 October · I 973, Old Town filed a Motion to 
Quash the Subpoena duces tecum directed to its President J. 
Lee Keiger. Ruling on said motions was deferred, to be 
decided as the first item of business at the hearing then 
scheduled for 10:00 a.m. on the following day, the 26th of 
October I 973. 

At the hearing, it beca■e clear throughout the course of 
the proceedings, that the sole purpose of the intervention 
by R. Kason Keiger was to attempt to litigate minority 
stockholders•. deriTative issues oTer vhich the Comrlssion 
had no jurisdiction and which vere not relevant to the 
legitimate issues before the Commission. In addition, 
Intervenor's conduct in refusing to confine himself to these 
legitimate issues, in continually interrupting the Chairman 
and the Commission and in failing to heed numerous warnings 
from the bench was such as to confuse, compound, obstruct, 
frustrate ana aelay a fair and impartial examination of the 
joint application. Por· these reasons the commission 
declared a recess, reconsidered its ear1ier action in 
granting the petition for leave to interYene and, of its ovn 
motion, struck said intervention. There then being no 
legitimate protest or interYention of record, the 
commission, pursuant to its previous order setting the 
hearing, recessed to consider and decide the matter based 
upon the verified application, the supplemental data 
furnished by Applicants and the official record herein. 
During the course of the hearing, the commission had taken 
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judicial notice of its ovn records relating to the 
application and filings by Applicants, relating to Old Tovn 
and relating to the five ·other telephone utilities owned and 
operated in North Carolina by subsidiaries of Mid-Continent. 

Ho protests or interventions were received from any member 
of the public generally or from anyone without a Tested 
financial interest in the outcome of this proceeding. Based 
upon the application, the subsequent data filed pursuant 
thereto and the records of the Commission comprising the 
record in this case, ~he Commission nov makes the following 

FINDINGS OF FACT 

1- The petition for leave to intervene filed by R. Kason 
Keiger in this cause vas improYidently granted. It was 
filed for the sole purpose of airing private stockholders• 
disputes and grieYances before the commission. The proper 
forum for such disputes and grievances is in the Superior 
courts of North Carolina. The Commission has no 
jurisdiction over such grievances. 

2. The actual effect of the intervention 
attempted public hearing was to delay, frustrate, 
and confuse a fair and impartial examination 
application through the contemptuous actions in the 
of the commission by the Intervenor. 

at the 
confound 
of the 

pres~nce 

3. Old Town and o T Tel are corporations duly organized 
and existing under the laws of the State of North Carolina. 
Kid-Continent is a corporation duly organized and existing 
under the laws of the State of Ohio. o T Tel is a wholly
owned subsidiary of Mid-Continent. 

4. Old Town is engaged in the business of proYiding 
telephone utility service to the public for compensation 
under a Certificate of Publ'ic Convenience and Necessity 
heretofore issued to it by this Commission. such service is 
rendered in the King, Rural Hall, Stanleyville, Old Town and 
Lewisville areas of Forsyth, Surry and Stokes Counties, 
North Carolina. 

5. Applicants seek Commission approval for the merger of 
Old Town into O T Tel and for the transfer of the 
certificate of Public ConYenience and Necessity from Old 
Town ·too T Tel. Following such merger and transfer, o T 
Tel will provide all the ser•i~e formerly provided by Old 
Town, ·and o T Tel will use the name "The Old Town Telephone 
system, Incorporated. 11 Old Tovn will cease to exist. As 
part of said merger, o T Tel vill acquire all the assets and 
assume all of the liabilities of Old Tovn. 

6. The proposed merger will serve the public convenience 
and necessity by assuring the subscribers of Old Town the 
backing of Mid-Continent, a $390 million dollar company. 
Old Town's assets are less than $8 million dollars. 
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7. !id-Continent Telephone Service corporation vill 
prpvide se~vices to the ~urviving corporation at cost. Such 
services vill cost $24,000 per year absent unusual 
circumstances and vill give the survivor corporation access 
to specialized disciplines and talents not otherwise 
available on a full-time basis to companies as sma11 as Old 
Town-. such talents and disciplines include operating and 
financial management; financing for construction and 
operations by interim debt and equity to build a sound 
financial structure; use of technical operating equipment; 
personnel skills schools; opportunity for Old Tovn personnel 
to advance within a larger system; and economies of scale in 
pooling of talents. 

8. The surviving corporation vill be free to· use Mid
Continent•s mass purchasing paver when faTorable, but will 
be egually free to purchase mat.erials supplies and plant 
account items by bids or outside negotiated prices. Old 
Tovn system construction which is financed by REA will 
continue to be subject to REA "Bid Rules." The ftid
Continent directory publishing contract vill be more 
favorable to Old Tovn than its presently existing 
indiTidually negotiated contract. 

9. The cost of service per station will increase during 
the first tvelTe months after transfer of ownership from 
$58.32 per station to $60.51 per station, or a per station 
increase of .037 per cent. The bulk of this increase vill 
be for maintenance and depreciation items, which are for the 
public benefit. To the extent they cannot be improved upon, 
Old Tovnrs present operating practices and personnel will 
not be changed. 

fO. Mid-Continent will not seek to amortize on the books 
of the survi-vor corpoi:ation any "purchase premium" or excess 
transfer costs over and above the present net original book 
value of Old Town• s assets. 

I 1. Mid-Continent presently has five subsidiaries 
furnishing telep~one utility service to the public for 
compensation in North Carolina. These companies and the 
dates of purchase are: 

a) Eastern Rowan Telephone Company - December, 1963 
b) Thermal Belt Telephone company - December, 1965 
c) Denton Telephone Company - June, 1966 
d) Mooresville Telephone Company - September, 1967 
e) North Carolina Telephone Company - July, 1972 

In addition, Kid-Continent or its subsidiaries operate 51 
other telephone utility companies principally in the States 
of. Ohio, PennsylTania, Nev York, Illinois, l'lichigan, south 
Carolina, Georgia, Florida, Indiana and Mississippi. The 
operations of Kid-Continent's North Carolina subsidiaries 
have been up to this point, fair, effective, and reasonable 
and in the public interest. 
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12. The survivor 
rates and standards 
subject to the 
Com.mission. 

corporation of the merger will, for its 
and quality of service,-continue to be 
jurisdiction and regulation of this 

f3. The franchise, which 
transferred from Old Town too T 
operated since originally granted 
is a continuing need and demand 
rendered under such fran9hise. 

i~ now proposed to be 
Tel, . has been actiYely 

by thiS Commission. There 
for the services being 

Based on the foregoing Findings of Fact, the record as a 
whole and G. s. 62-111, the Commission now reaches the· 
fol.loving 

CONCLUSIONS OP LAW 

J. No legitimate protest or interYention has been filed 
with the commission opposing the proposed merger. 

2. The 
including 
property if 

laws and pQlicy of the State of North Carolina, 
G. s. 62-111. favor the fr8e alienation of 
justified_by public convenience and necessity. 

3. The proposed merger is justified by the public 
convenience and necessity, is for a iawful object within the 
corporate purposes of all companies in•olved in the 
transaction, is compatible vith the public interest, is 
consistent with the proper performance by the Applicants of 
their present and future service obligations to the public, 
will not impair the ability of the surYiving corporation to 
render such service, and is reasonably necessary and 
appropriate for such service to the public. 

IT rs. THEREFORE, ORDERED 

I• That the Plan of Herger and Reorganization attached 
to the Application is hereby approved. 

2. That, upon completion of all necessary arrangements, 
financial an·d otherwise. to effectuate the merger as 
proposed in the Plan, the. Certificate of Public Convenience 
and Necessity heretofore issued by thiS commission to Old· 
Tovn Telephone System, Incorporated, is hereby transferred 
too T Tel, Inc. 

3. That upon notice to ~he ·commission within thirty (30) 
days of the completion of the merger and change of name as 
proposed, a nev Certificate of ConYenience and Necessity 
shall be issued to 11The Old Tovn Telephone system, 
Incorporated" to engage in the business of furnishing 
telephone utility service to the public for compensation in 
the same franchised territory presently being serYed by Old 
Town. The rates shall be those presently authorized and 
approved for Old Tovn. 
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4. That, subject to further regulation by the 
Commission, Mid-Continent Telephone Corporation is hereby 
authorized, by and through its vholly-ovned North Carolina 
subsidiary, 0- T Tel, Inc.,. to acquire the assets and assume 
the liabilities of Old Town by having Old Town merge into 
0 T Tel, Inc. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 6th day of December, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Anne L. Olive, Deputy Clerk 

DOCKET NO. P-7, SUB 585 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Request for Southern Bell Telephone and ) 
Telegraph service from its Pembroke Exchange) 
in lieu of Red Springs Service of the ) ORDEB 
Carolina Telephone and Telegraph Company ) 
from Certain Citizens Residing in the Union ) 
Chapel Community of Burnt Swamp Township, ) 
Robeson county, Nortli Carolina. ) 

HEARD IN: 

BEFORE: 

APPEARANCES: 

The Commission Rearing Room, One West Horgan 
street, Raleigh, North Carolina, on July 25, 
1973, at 9:30 A.N. 

Commissioners Hugh A. Wells (Presiding), Ben E. 
Roney and Chairman HarYin R. Wooten 

For the.Petitioners: 

nr. Bobby Locklear 
Route 4, Box 562, Lumberton, North Carolina 

For the Respondents: 

Mr. William w~ -Aycock, Jr. 
Taylor, Brinson & ·Aycock 
Attorneys at Lav 
P. o. Box 308, Tarboro, North Carolina 27886 
For: Caroli_na Telephone and Telegraph Company 

Mr. Henry s. Manning, Jr. 
Joyner & Hovison 
Attorneys at Lav 
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P. o. Box 109, Raleigh, North Carolina 27602 
For: Southern Bell Telephone and 

Telegraph company 

For the Commission: 

Edvard B. Hipp 
\ commission Attorney 

217 Ruffin Building 
Raleigh, North Carolina 27602 

BY THE COl!'!MISSIOR. This matter came on for hearing as 
captioned before commissioners Wells (Presiding), and Roney, 
and chairman HarYin R. Wooten to read the record in order 
for his participation in the proceedings.• The matter was 
heard in the Commission Hearing Room in Raleigh, North 
Carolina, at 9:30 A.H., on July 25, 1973, upon complaint of 
the Petitioners as indicated in the Order setting the 
hearing. 

Following the completion of the hearing, conferences were 
held between the Commissioners and Carolina Telephone and 
Telegraph Company and Southern Bell Telephone and Telegraph 
company to determine the possibility of the complaint 
proceedings being settled by negotiations between the 
parties. As the result of said conferences, Carolina and 
Bell and have agreed to file and have filed a revised 
.boundary between Carolina• s Red Springs Exchange and Bell's 
Pembroke Exchange wh1ch will enable almost all of the 
Petitioners to obtain Pembroke serTice from Bell. The 
revised boundary map has been submitted to the consideration 
of the Petitioners, and all but fiTe of the Petitioners have 
indicated their agreement with the revisal. 

The Commission considers that the complaint has been 
satisfied by the tvo telephone companies against whom it was 
directed, and 

IT IS, THEREFORE, ORDERED: 

That this proceeding be closed a·nd the complaint be, and 
hereby is, dismissed. 

ISSUED BY ORDER OF THE COMMISSION. 

This the I Ith day of September, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

DOCKET NO. P-7, SOB 585 

WOOTEN, CHAIRMAN, 
the majority in this 
the reason that I 

CONCURRING. I concur in the action of 
case in dismissing the proceedings for 
conclude that the Petitioners failed to 
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justify the relief sought and that under the facts of this 
case, the Commission is without authority to Order the 
utilities involved to satisfy the complaint presented. I 
further vill agree to accept the settlement as agreed to by 
and between certain of the parties herein for the reasons 
that the parties thereto haYe so agreed. 

K. R. Wooten, Chairman 

DOCKET NO. P-55, SUB 726 

BEFORE THE NORTH CAROLINA UTILITIES COHHISSION 

In the Hatter of 
InTestigation by the Commission on its ovn ) ORDER 
Motion to Transfer service Area from Saluda) TRANSFERRING 
Mountain Telephone company to southern Bell) SERVICE 
Telephone and Telegraph Company. ) AREA 

PLACE: 

DATE: 

BEFORE: 

Commission 
Carolina 

Hay a, f 973 

Hearing Room, Raleigh, North 

Chairman· MarTin R. Wooten, presiding, Com
missi.oners John ff .. KcDevitt, Hugh A .. Wells, and 
Ben E. Roney. 

APPEARANCES: 

For the Respondents: 

R. C. Howison, Jr. 
Joyner and Howison 
Attorneys at Lav 
Wachovia Bank Building 
Raleigh, North Carolina 
Appearing for: Southern Bell Telephone 

and Telegraph company 

Robert A. Jones 
Jones and Jones 
Attorneys at Lav 
12·2 Woodland Avenue 
Forest City, North Carolina 
Appearing for: Saluda Mountain Telephone 

Company 

For the Comaission staff: 

Wilson B. Partin 
Assistant Commission Attorney 
North Carolina Utilities Commission 
P. O. Box 991, Raleigh, North Carolina 
Appearing for: Commission Staff 



BISCELUNEOUS 675 

BY THE COMMISSION: Upon investigation of a complaint by a 
resident of Polk County, North Carolina, the commission 
found an area in Polk County in which there is no telephone 
service available. The area is within the assigned service 
area of Saluda Mountain Telephone Company (hereinafter 
called "Saluda") • Saluda declines to serTe the area on the 
grounds that it is not economically feasible. 

Southern Bell Telephone and Telegraph company (hereafter 
called "Southern Bell"), the only other telephone company 
adjacent to the area vas q~eried by the c·ommission about the 
transfer of the area from Saluda to southern Bell. Southern 
Bell replied that they opposed any extension of its boundary 
to service the area without the recoYerJ of a portion Of its 
initial investment. Both ,Southern Bell and Saluda agree the 
area is more accessible to Bell's Hendersonville exchange 
than to Saluda. 

The area in dispute is reputed by the companies to be a 
low annual revenue producer. Despite a proposed development 
in English Heifer CoYe, the population is recognized to be 
seasonal for the most part. Because of the projected low· 
annual revenue, both Saluda and southern Bell do not feel 
that it would be advantageous for their subscribers to 
extend service into the area. 

Because of the impasse generated in· this situation, the 
matter was set f.or hearing on May a, 1973. 

Mr. David P. 
initiated this 
follows: 

Doane, vhose desire for telephone service 
proceeding, testified substantially as 

As a pilot for Stevens Aviation Corporation, a subsidiary 
of J. P. SteYens Company-, he needs a phone in order to_ check 
with his dispatche_r to find out his 'assignment for the 
following day. At his vacation cabin located at English 
Heifer cove in Polk County, the only utility is electricity 
furnished by Duke Power company. It was around June, 1971 
when he first applied to Saluda Mountain Telephone Company 
but Mr. Edwin Leland, Sr., of Saluda explained that the cost 
of providing service would be prohibitive due to the 
necessity of crossing Green River Gorge and the setting of 
new poles and line. 

The nearest pay phone ,to his cabin is approximately 15 
minutes drive away. 

Mr. Mead c. Kilpatrick, real 
associate with the English Heifer 
testimony as follows: 

estate broker and an 
Cove company,_ furnished 

English Heifer Cove development encompasses approximately 
159 acres in Polk County, near or on the Henderson-Polk 
county Line. At present, there are four homes, including 
Kr. Doane•s, completed with projections of approximately 80 
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homes. The sale of the homes is being hampered by the lack 
of phone service. 

Mr. Kilpatrick has not personally had any contact with 
either Southern Bell or· Saluda Moutain concerning the 
provision of telephone service to the deYelopment. In 
answer to questions from commissioner McDevitt, Mr. 
Kilpatrick said he felt sure that the English Heifer Co•e 
Company would be willing to pay some of the cost of 
pro•iding telephone service to its development. 

Hrs. Carolyn c. Doane, vife of David P. Doane, testified 
that during her efforts to get phone service, she contacted 
both Saluda Mountain and Southern Bell. Mrs. Doane stated 
that southern Bell required a $1,000 construction fee and a 
charge of $27.00 per month to provide service to her cabin. 
The Doane 1 s rejected the offer. Mrs. Doane further stated 
that Saluda said that it would cost over $19,000 to run a 
line to the Deane's property and the cost would be 
prohibitive to Saluda. 

Hr. Fred Dorsey testified that be is a member of the Blue 
Ridge Wildlife Club which has a bunting lodge in Henderson 
County approximately tvo miles from the Doane•s vacation 
cabin. Mr. Dorsey stated that southern Bell provides 
telephone service to the lodge. 

Under cross-examination Hr. Dorsey testified that the 
lodge is on the vest side of a ridge while English Heifer 
Cove development is approximately one mile to the east of 
the ridge line. There are approximately 5,000 acres of 
Wildlife Commission property adjoining to the Heifer cove 
area. 

Mr. Edwin c. Leland, Jr., of Saluda Mountain Telephone 
Company testified substantially as follows: 

Of the approximately 500 telephones of Saluda Mountain, 
none are located in Green RiTer Gorge or on the side of the 
gorge toward Henderson County. Saluda 1 s last pedestal is 
approximately~ to 4 1/2 miles from Hr. Doane•s cabin, on 
the opposite side of Green River. Southern Bell's last 
pedestal is approximately 2 I /2 miles from the cabin. 

In order to extend serVice to Mr. Doane, Saluda would have 
to set approximately 30 poles and run wire over 140 spans at 
a minimum cost of $19,500. This cost incltides materials and 
Labor but not clearing of right-of-way, road improvement, or 
rental for use of Duke Power poles. 

Saluda Mountain considered microwave equipment• as an 
alternate method of providing service~ The cost for eight 
channel was in the neighborhood of $27,000 and was also 
considered economical1y unfeasible. 
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It vould cost more to provide service to Kr. Doane than it 
did to install EAS from Saluda to Hendersonville. The EAS 
cost each subscriber an additional Sl.60 per month. 

ttr. George K. Selden, 
superTisor for southern 
company, offered testimony 

Jr., State Forecast 
Bell Telephone and 
as follows: 

and Rate 
Telegraph 

The Hendersonville exchange of Southern Bell has been 
engineered to render serTice only within the boundaries of 
that exchange. 

The area of Polk 
deTelopment ·is a rugged 
refuge to the east. 

county near the English Heifer Cove 
mountainous regio~ with a wildlife 

By letter fro ■ the Commission in August, 1972, Southern 
Bell was asked to consider the possibility of service to ~r. 
Doane. It vas that which prompted the offer of service for 
a $1,000 construction fee and a monthly charge of $27.00. 
The monthly charge vould be over and above the basic rates 
and zone charges applicable. By attaching the telephone 
cable to Duke Power company poles, Bell could extend its 
BendersonYille facilities to Mr. Doane 1 s cabin for 
approximately $6,800 plus the annual cost of attachment of 
approximately $80.00 per year. 

In Mr. Selden •s opinion,· the nature of the development at 
English Heifer Co•e is of the type where the homeowners 
probably don't vant telephone service except for 

.availability in case of emergency • 

. Hr. Vern w. Chase, Chief· Engineer of the Commission's 
Telephone Rate Section, testified that he considers southern 
Bell's estimate of the cost to serve Hr. Doane to be 
conservati•e and that the offer made to Hr. Doane by Bell in 
order to provide service i~ reasonable. 

Hr. Chase stated that when between )950 and )955, the 
Commission was placing all parts of· North Carolina within 
the territorial assignments of the telephone co■panies, 
boundaries such as county lines vere frequently used because 
it vas already positively identified and could alleviate 
confusion. 

After review of the matter, the Commission concludes that 
for Saluda Mountain Telephone company to extend its lines to 
serve the area vonld constitute an unreasonable economic 
hardship. Southern Bell Telephone and Telegraph Company has 
better accessibility to the area than does Saluda. For Bell 
to serve the area without recovering some portion of the 
contraction costs would also be unreasonable. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

1. That southern 
in conjunction vith 

Bell Telephone and Telegraph co■ pany, 
Saluda Mountain Telephone Company, 
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establish 
companies 
boundary 
line vest 
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a nev exchange service area line between the two 
in order for Bell to ser•ice the area. The nev 
line should be in the area of the mountain ridge 
of Green River cove. 

2. That both Bell and Saluda file revised service area 
maps (I II to the mile) to reflect the area transfer. 

3. That Southern Bell shall pro•ide service to the 
additional area but may as a consideration assess the 
applicant for service, Hr. Doane, vi_th .a "contribution in 
aid of constructionn in the a■ ount of $1,000.00 and may 
charge him $27.00 a month in addition to the applicable 
monthly main station and zone rate charge for no more than 
sixty (60) months to cover the carrying charges on 
facilities required from the present boundary to Mr. Doane•s 
location. 

q_ If and vhen additional telephones are installed in 
the new area covered by this order, the $27.00 charge 
coYered in the preceding ordering clause shall be prorated 
among the subscribers of -the area. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 22nd day of June, (973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

DOCKET NO. P-55, SUB 728 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the natter of 
Southern Bell Telephone and Telegraph company - ) ORDER 
Request for Rearing on Exemption from Filing ) DENYING 
of Securities for ·Approval by the Commission. ) EXEMPTION 

BEARD IN: 

BEFORE: 

HPEARANCES: 

The Commission Hearing Room, One West 
Morgan Street-, Raleigh, North Carolina, 
on April 17, 1973, at J0:Q0 A.M. 

Chairman HarYin R. Wooten (Presiding), 
Commissioners John W·. McDevitt, Hugh A. 
Wells and Ben E. Roney. 

FOr the Applicant: 

R. c. Bovison, Jr., Esquire 
Joyner & Howison 
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Wachovia Bank Building 
Raleigh, North Carolina 

John F. Beasley, Esquire 

679 

southern Bell Telephone and Telegraph company 
1245 Hurt Building 
Atlanta, Georgia 30303 

For the Commission Staff: 

William E. Anderson, Esquire 
Wilson B. Partin, Esquire 
Assistant Commission Attorneys 
P. o. Box 991, Raleigh, North Carolina 27602 

BY THE COMMISSION. By its letter of January 4, )973, the 
commission directed Southern Bell Telephone and Telegraph 
Company (hereinafter called "Bell"), to file all securities 
to be issued by Bell with the Commission pursuant to the 
provisions of G. s. 62-160, et seq., and Rule Rl-16 of the 
Commission's Rules and Regulations, and tO· secure approval 
of such security issues prior to their being issued. 

By letter of January 22, 1973, Bell responded to the 
Commission's letter, enclosing and referring to its reliance 
on a .letter from the commission dated June 20, 1957, in 
vhich the Commission at that time concluded that it did not 
have jurisdiction over Bell's securities, and that Bell 
vould not be required to file its security issues vith this 
commission for its prior approval. Bell requested that the 
exemption purported to he granted under the Commission's 
letter of June 20, 1957, remain in effect and that Bell not 
be required t9. file its security issues with this Commission 
for prior approval. 

Following the receipt of Bell's letter the Commission set 
the matter for hea~ing requiring Bell to sponsor the 
testimony of a responsible official in order to explain 
Bell's position in the matter. The matter vas accordingly 
heard in the Commission Hearing Room· at 10:40 A.H., Tuesday, 
April 17, 1973. 

At the hearing, Bell introduced the Co•mission letter of 
June 20, 1957, and other correspondence between Bell and the 
Commission relating to· said letter. Bell also presented the 
testimony of A. Max Walker, the Vice President and Treasurer 
and Chief Financial Officier of Bell. 

In his testimony, Hr. walker stated that Bell vas 
complying with the filing requirements of the Sec~rities and 
Exchange commission and the Nev York Public service 
Commission, and that in Yiev of the fact that Bell vas a 
foreign corporation, incorporated in the State of New York, 
is complying vith the filing requirements under the laws of 
that State and the laws of the United States; that Bell did 
not feel that it should be required to seek prior approYal 
of the North Carolina commission for the issuing of its 
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securities. ~r. Walker alluded 
would be incurred by Bell in 
seeking the Prior approTal of the 
and alleged that it .vas not 
burdensome to his company to haTe 

to certain problems that 
following the procedure of 
North Carolina commission, 
necessary and would be 

to do so. 

eased upon the record, the commission makes the following 

FINDINGS OF FACT 

(. Southern Bell Telephone and Telegraph Company is a 
business corporation incorporated under the laws of the 
State of Nev York, and domesticated and qualified to d9 
business and is doing business in the State of North 
Carolina. 

2. Southern 
public titil.i ty 
Carolina. 

Be 11 Telephone 
doing business 

and Telegraph· Company is a 
in the state of North 

3. Southern Bell Telephone and Telegraph Company from 
time-to-time issues secur-i ties to finance the operation of 
its public utility business in Horth Carolina, consisting of 
debt securities or common stock in southern Bell Telephone 
and Telegraph Company issued and sold to its parent Company, 
American Telephone and Telegraph company, which company owns 
all of the common stock in Southern Bell Telephone and 
Telegraph company. 

Based upon the foregoing Findings of Fact, the Commission 
makes the following 

CONCLUSIONS 

It is clear chat southern Bell Telephone and Telegraph 
company is operating as a public utility in the state of 
North Carolina. Article 8 of Chapter 62 of the General 
Statutes, entitled "Security Regulations", begins vith 
Section (60, which reads as follows: 

ARTICLE 8. 

Securities Regulation. 

"§ 62-(60. Permission to pledge assets.--No public 
utility shall pledge its faith, credit, moneys or property 
for thP benefit of any holder of its preferred or common 
stocks Jr bonds, nor for any other business interest with 
which it may be affiliated through agents or holding com
panies or otherwise by the authority of the action of its 
stockholders, directors, or contract or other agents, the 
compliance or result of vhich vould in any manner deplete, 
reduce, conceal, abstract or dissipate the earnings or 
assets thereof, decrease or increase its liabilities or 
assets, without first making application to the Commission 
and by order obtain its permission so to do. 11 
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It is clear that the. above quoted statute makes no 
exception for ·foreign corporations doing business in North 
Carolina, but is all inclusive. The commission takes notice 
of the fact that all other foreign corporations doing 
business in North Carolina as public utility firms are 
complying with the statute, and that Southern Bell is the 
sole exception. We therefore conclude that ve have no basis 
in ·law or in fact to further excuse Southern Bell from 
complying with the provisions of Artie-le 8 of Chapter 62 of 
the General Statutes; and the Rules and Regulations of the 
Commission adopted pursuant to the Comnission•s 
responsibilities under Chapter 62 of the General Statutes. 

IT IS, THEREFORE, ORDERED THAT: 

From ana after the aate of this Order, Southern Bell 
-Telephone ana Telegraph Company be, and hereby is, required 
to· in all respects comply with the provisions of Article 8 
of Chapter 62 of the General statutes of North Carolina 
relating to securities regulation, and to in all respects 
comply vith the Rules and Regulations of this Commission 
adopted pursuant to the Commission's authority and 
reSpOnsibility under Chapter 62, and that. Bell's application 
or petition or request for exemption f~om the proTisions of 
said Article 8 and the commission's Rules and Regulations 
be, and hereby is, denie_d. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 12th day of June, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine K. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. P-55, SUB 730 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Southern Bell Telephone & 
Telegraph Company - Filing of 
Tariffs to Establish new Lake 
Wylie Exchange in south 
Carolina with Extended Area 
SerTice to Charlotte, North 
Carolina 

ORDER APPROVING TARIFFS 
ESTABLISHING LAKE WYLIE 
EXCHANGE IN SOUTH CAROLINA 
WITH EAS TO CHARLOTTE, IN 
LIEU OF FRESH AIR CAMP 
ZONE OF CHARLOTTR EXCHANGE 

On January 22, 1973, southern Bell Telephone & Telegraph 
Company (hereinafter called "SOUTHERN BELL11 ) filed tariffs 
under its General Subscriber Services Tariff, Section A3, 
seventh ReTised Page 15, and under Exchange Service Area 
nap, Charlotte-Twentieth Revision, which haTe the effect of 
eliminating a small portion of the Charlotte exchange on the 
south Carolina side of Lake Wylie adjacent to the crossing 
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of Lake Wylie by Highway 119, nov knovn as the Fresh Air Ca■ p 
theoretical exchange, and by simultaneous filing of 
appropriate tariffs vith the South Carolina Commission, to 
establish a nev exchange in said Fresh Air camp area and 
beyond in South Carolina to be known as the Lake Wylie 
exchange, with extended area serTice aTailable from said 
exchange either to Charlotte, North Carolina, in an easterly 
direction, or to Clover, south Carolina, exchange of 
Southern Bell in a westerly direction. 

The Commission, in conference on February J9, 1973, took 
action and so advised Southern Bell that they may vithdrav 
said tariffs and continue serving the Fresh Air Camp area as 
part of the Charlotte exchange, or the tariffs would be 
suspended and set for hearing with public notice. Upon 
being notified of said action, Southern Bell requested 
opportunity to be heard on said tariff proposal, and vas 
heard by the commission in conference on February 23, 1973. 
Upon consideration of the maps filed in said conference and 
the.record of said conference furnishing detail explanation 
of said'proposed change in the service to the Fresh Air Camp 
by the establishment of the proposed nev Lake Wylie exchange 
in said area, and it appearing from statements of 
representatiYes of Southern Bell in said recorded conference 
that the existing customers of the Charlotte exchange of 
Southern Bell located in the South Carolina Fresh Air camp 
area would continue to receive extended area service to 
Charlotte at the same rates nov in existence to the 
Charlotte exchange, and that the petitioner southern Bell 
has the franChise from the South Carolina Commission for the 
Lake Wylie exchange a:C-"ea and is the ovner and operator of 
the new ·proposed Lake Wylie exchange in the south Carolina 
area, and that said proposed Lake Wylie exchange area is a 
developing area and could most economically be serYed by a 
new exchange rather than by continued expansion of service 
from Charlotte or from the nearest and presently controlling 
South Carolina exchange at clover, south Carolina, for the 
portions of· said proposed new Lake Wylie exchange vhich lie 
beyond the Fresh Air Camp area nov Served from Charlotte, 
and the Commission being of the opinion that its action in 
conference on February 19, J973, should be modified and that 
the said tariffs filed herein on January 22, 1973, as aboYe 
described, should be allowed to go into effect, 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

I• That Southern Bell Telephone & Telegraph company• s 
General Subscriber Services Tariff, Section A3 - Seventh 
ReYised Page 15, and ~hange SerYice Area Kap~ Charlotte -
Twentieth ReYision, filed herein on January 22, 1973, are 
hereby approved upon the terms and conditions hereinafter 
set forth. 

2. That the elimination of the Fresh Air Camp 
portion of the present Charlotte exchange, located 
South Carolina side of Lake Wylie at the Highway qg 
is approYed on the condition that said area shall 

ser•ice 
on the 
bridge, 

become 
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part of a new exchange known as the Lake Wylie exchange, and 
that all of the present cus·tomers of southern Bell in said 
area now receiving service from the Charlotte, North 
Carolina, exchange shall continue to be offered extended 
area service from said Lake Wylie exchange to the Charlotte, 
North Carolina, exchange o·f southern Bell with no increase 
in the rates and charges presently being charged for said 
ser•ice, without prior application and approYal thereof by 
the North Carolina Utilities Commission.· 

ISSUED BY ORDER OF THE COHHISSION. 

This 2nd day of March, 1973. 

(SEAL) 

HORTH CAROLINA UTILITIES COHHISSION 
Katherine M. Peele, Chief Clerk 

DOCKET NO. P-55,• SUB 730 

MCDEVITT, COMMISSIONER, DISSENTING. Upon consideration of 
Southern Bell's proposal to expand Charlotte local telephone 
exchange service deeper into South Carolina to serve a 
planned deYelopment in addition to the present group of 
approximately twenty customers, the Commission rightly 
directed southern Bell to vithdrav its proposal or it vould 
be set for public hearing. Instead, Southern Bell sought 
and obtained ail informal conference vith the commission in 
which it obtained majority approval of i_ts proposal.. I 
dissent from this action because Southern Bell in my opinion 
presented no additional information which justified 
appro•al. on the other ·hand, it only serYes to illustrate 
the absence of fair and objective criteria for determining 
under vhat condition~ such ser•ice improYements should be 
provided .. The demand and need for extended area service and 
changes in telephone exchange boundaries have mounted with 
growth and development of the State .. It would be beneficial 
to air Southern Bell's ac,tion in a hearing vhich would 
afford the public an opportunity to observe the standards 
which Southern Bell applies in proYiding this and similar 
services throughout North Carolina. 

John D. ftcDeYitt, Commissioner 

DOCKET NO. P-75, SOB f4 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the natter of 
Joint Application of Barnardsville ) 
Telephone Co■pany and Telephone and ) 
Data Systems, Inc., to Permit the Trans-) ORDER PERMITTING 
fer of All of the outstanding Shares of ) STOCK TRANSFER 
Barnardsville Telephone company to ) 
Telephone and Data Systems, Inc.. ) 
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BEARD IN: 

DATE: 

BEFORE: 

APPEARANCES: 

TELEPHONE 

The Hearing Room of the commission, Ruffin 
Building, one west Horgan Street, Raleigh, 
Horth Carolina. 

First Hearing, June 5, 1973; Further 
Hearing, October 16, )973. 

on June 5, 1973, Com■issioner Hugh A. Wells, 
Presiding; Commissioners John w. McDavitt and 
Ben E. Roney. 

on October 16, 1973, Commissioner Bugh A. 
Wells, Presiding; Chairman MarYin R. Wooten and 
Commissioner Ben E. Roney. 

For the Applicants: 

Herbert L. Hyde, Esq. 
Philip J. smith, Esq. 
van Winkle, Buck, Wall, Starnes & Hyde 
IB-1/2 church street 
P. o. Box 7376, AsheYille, North Carolina 28807 

For the Commission Staff: 

Wilson B. Partin, Jr., Esq. 
Assistant Commission Attorney 
North Carolina Utilities Commission 
P. o. Box 99(, Ra1eigh, North Carolina 27602 
(June 5, 1973 and October 16, 1973) 

E. Gregory Stott, Esg. 
Associate Commission Attorney 
North Carolina Utilities Commission 
P. o. Box 991, Raleigh, North Carolina 27602 
(October 16, 1973) 

BY THE COMMISSION. This is a proceeding arising out of a 
.Joint Petition by ·the BarnardsTille Telephone Company 
(hereinafter referred to as "Barnardsville") and Telephone 
and Data systems, Inc., (hereinafter referred to as "TDS 11

) 

for approval of an Agree■ent and Plan of Reorganization; 
this Agreement proTides that TDS shall acquire all of the 
300 shares of BarnardsTille in exchange for 29,700 shares of 
the Common stock of TDS. The Commission deemed the matter 
to affeCt the public interest and, by Order dated April 18, 
1973, set the matter for public hearing on .June 5, 1973. 
The proceeding came on for hearing at the time and place set 
out in the Order. The Petitioners offered the testimony of 
Hr. Kenneth G. Elkins, a stockholder in the Barnardsville 
company, and !r. Donald Brovn, Manager of ReTenue 
Requirements for TDS. The following members of the 
commission staff presented testimony: Mr. Charles D. Land, 
an engineer in the Telephone Service Section; Hr. Vern w. 
chase, the Chief Engineer of the Telephone Rate Section; ~nd 
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Hr. Gene• Clemmons, the Chief Engineer of the Telephone 
Service- Section. The Petitioners were a.11oved thirty (30) 
days after the mailing of the transcript to file briefs. 

Prior to the expiration of time for filing briefs, the 
Petitioners BarnardsYille and TDS filed a Motion for further 
hearing in the matter; the 3otion alleged that additional 
a.nd nev evidence was available concerning telephone service 
improvements for the Barnardsville telephone area and that 
officials of TDS vho vere not available at the June 5, 1973, 
hearing were now available to testify. The Comnission 
granted the Motion for further hearing and set the hearing 
date for October 16, 1973. At this second hearing the 
Petitioners offered the testimony of Mr. Donald Brown, who 
had testified at the prior hearing; Ar. Vincent J. Reed, 
Plant Supervisor for TDS; and "r. LeRoy T. Carlson, 
President and Chairman of the Board of TDS. 

After considering the Joint Petitions and the evidence and 
exhibits presented at the two hearings in this proceeding, 
the commission makes the following 

FINDINGS OF FACT 

1- Barnardsville Telephone Company (Barnardsvill:e) is a 
corporation incorporated under the laws of the state of 
North Carolina and is a public utility authorized by the 
North Carolina Utilities commission to operate a telephone 
business in and around Barnardsville in Buncombe county, 
North Carolina. 

2. Telephone and Data Systems, Inc. (TDS) is a holding 
-company organized and existing under the laws of the State 
of Iowa and has its corporate headquarters at 79 west Monroe 
St~eet, Chicago, Illinois 60603. TDS conducts telephone 
operations through its operating subsidiaries in Wisconsin, 
Minnesota, Nev Hampshire, Ohio, Haine, Montana, Alabama, 
Michigan, Vermont, and other states. In addition, TDS owns 
Telephone systems Service DiYision, which renders purchasing 
services to the telephone operating subsidiaries, and 
Telephone Engineering Services, which provides engineering 
services. The acquisition of Barnardsville will constitute 
the first Tenture of TDS in North Carolina. 

3. TDS and the shareholders of Barnardsville have 
entered into an Agreement and Plan of Reorganfzation, dated 
as of October f9, 1973, providing that all of the 300 shares 
of Barnardsville shall be exchanged with TDS for 29,700 
shares of the common stock of TDS. The consummation of this 
Agreement is dependent upon approval thereof by the North 
Carolina utilities commission. 

4. Barnardsville is a rural community located in Ivy 
Township, Buncombe County, North Carolina, and is 
approximately 21 miles from Asheville. The residents of the 
Barnardsville exchange area are primarily employed in local 
agriculture and light industry; many residents work in 
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Asheville. There is a manufacturer of women's clothing in 
the area which employs around 225 people. A 900 acre 
development--commonly referred to as Paint Fork--is under 
construction four miles from the Barnards•ille central 
office; initial plans call for the development of 40 lots 
and homes. Barnardsville Telephone Company has agreed to 
provide telephone service to this development. 

5. Barnardsville Telephone company serves approximately 
425 stations in and around the Barnardsville community. 
Classification of stations is as follows: 

Residential Service 
One party service 
Tvo party service 
Four party service 
Five par-ty service 

Business Service 
One party service 
TVO party 

Stations 
45 

166 
129 

52 

Stations 
8 
3 

There is one full time employeei another employee has be:n 
recently hired for part-time work. Net plant investment in 
1972 amounted to about $68,000; in 1972 operating revenues 
were approximately $4f,OOO. The only debt outstanding is a 
$20,640 note payable to the two active shareholders. 

6. At the present time there are two active shareholders 
in the Barnardsville company, ~r. Kenneth G. Elkins and Mr. 
w. R. HoPkins, each of .whom owns f 26 shares of stock. Both 
of these men are of advancing age and have expressed a vish 
to retire from the business. 

7. TDS in 1972 had operating re~enues of $6,497,452; its 
net operating income was $1,388,045. The consolidated 
balance sheet of TDS and its operating subsidiaries as of 
December 31, (973, lists total assets of $36,750,909. As of 
June 30, 1973, there were 27 telephone companies and 60,162 
telephones in th.e TDS system; the majority of the telephones 
are concentrated in the State of Wisconsin. 

8. All of the existing Barnardsville outside plant has 
been constructed since 1949. Approximately 225 customers 
are still served by open vire and unshielded distribution 
vire. The central office equipment is a North Electric MCXR 
switchboard and is 20 years old; 400 lines are in use at the 
present time, out of a total of 600 lines available. It vas 
the opinion of one of the witnesses for TDS that the 
switchboard should be replaced within fiTe years. There 
exists a need for considerable tree trimming, especial.ly 
along the open wire .routes. Some of the outside plant is in 
violation of the National Electric Safety Code. 
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9. TDS has submitted a three-year construction program 
for improvement to existing Barnardsville plant and for new 
service demands. The program is as follows: 

Outside Plant 
Central Office Equipment 
Stations 
General 
Engineering Study 
Facilities for Paint Fork 

Development 
Service for Nev Subscribers, 

150 at $75 (Includes Station 
Apparatus and Connections) 

Replacement of unshielded 
Facilities 

Total 

$ 5,500.00 
4,530.00 
7,500.00 

125.00 
5,000.00 

22,000.00 

1s,ooo.oo 

62,172.00 
$121,827.00 

10. TDS can provide internal 
to take care of Barnardsville 1 s 
time as long-term funds can 
experience in obtaining for 
financing from RgA, banks, 
credit institutions. 

fonds of a sufficient amount 
temporary needs until such 

be obtained. TDS also has 
its subsidiaries long-term 

insurance companies and other 

f 1- TDS has entered into an agreement with Hr. Edwin c. 
Leland, Jr., an employee of the Saluda Mountain Telephone 
company, whereby Hr. Leland is to provide management 
services to Barnardsville on a weekly basis. It is expected 
that Mr. Leland will perform the services now performed by 
Hr. Hopkins on his visits to the Barnaidsville company. TDS 
will retain the present full time employee at Barnardsville. 
In addition, Barnardsville will have access to Telephone 
systems Service corporation and Telephone Engineering 
services, wholly-owned subsidiaries of TDS, vhich will 
provide management, engineering and purchasing services to 
Barnardsville. 

12. TDS has made no study as to the effect its 
contemplated construction ~program would have on the 
Barnardsville rate structure, although a witness for TDS did 
state that substantial investments could give rise to a 
higher revenue requirement. 

CONCLUSIONS OF LAH 

The Commission is of the opinion that 
Agreement and Plan of Reorganization 
Barnardsville and TDS and filed as an exhibit 
Petition should be approved. 

G. s. 62-110 provides: 

the proposed 
executed by 

to their Joint 

"Certificate of convenience and necessity.-- No public 
utility shall hereafter begin the construction or 
operation of any public utility plant or system or acquire 
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ownership or control thereof, either directly or 
indirectly, without first obtaining from the Commission a 
certificate that public convenience and necessity 
requires, or will require, such construction, acquisition, 
or operation: Provided, that this section shall not apply 
to construction into territory contiguous to that already 
occupied and not receiving similar service from another 
public utility, nor to construction· in the ordinary 
conduct of business." 

G. s. 62-111 (a) provides: 

11 No franchise now existing or hereafter issued under the 
provisions of this chapter other than a franchise for 
motor carriers of passengers shall be sold, assigned, 
pledged or transferred, nor shall control thereof be 
changed through stock transfer or otherwise, or any rights 
thereunder leased,. nor shall any merger or combination 
affecting any public utility be made through acquisition 
or control by stock purchase or otherwise, except after 
application to and written approval by the Commission, 
which approval shall be given if justified by the public 
convenience and necessity. Provided, that the above 
provisions shall not apply to regular trading in listed 
securities on recognized markets." 

The evidence introduced at the hearing indicates that the 
active stockholders of Barnardsville are advancing in years 
and wish to retire from the business; these stockholders 
have actively participated in the management of the compa.ny. 
There exists a demonstrated need for improvements in the 
physical plant of the Barnardsville company; many customers 
are being served by unshielded wire and cable, and portions 
of the outside plant are in violation of the National 
Electric Safety code. ~oreoYer, it is apparent that the 
Barnardsville company will be cal-led upon to provide service 
to new customers in the next few years. Capital for the 
company in prior years has come fro.m the present 
stockholders; there is at the present time a $20,640 note 
outstanding which is payable to them. According to the 
estimates made by TDs,· a projected three-year construction 
plan for Barnardsville will cost in the neighborhood . of 
$121,000. TDS has short-term funds available for the 
Barnardsville company, and is in a position tO aid 
Barnardsville in obtaining long-term financing. TDS is also 
in a position to offer Barnardsville engineeririg, management 
consultant, and purchasing services that cannot be met by 
Barnardsvill9 from its own operations. During the course of 
the hearings, the Commission Staff expressed concern as to 
whether TDS, a holding company headquartered in Chicago, 
could be responsive to the needs of the Barnardsville 
customers. The commission notes with approval that TDS has 
made contractual arrangements to employ local management. 
By this arrangement, it is hoped that the needs of the 
Barnardsville customers can be promptly considered and met. 
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IT IS, THEREFORE, ORDERED as follows: 

(I) BarnardsYille and TDS are hereby authorized to 
consummate the Agreement and Plan of Reorganization under 
the terms and conditions proposed therein. 

(2) The Joint Petition of Barnardsvill.e and TDS 
requesting that the commission authorize the acguisition of 
all the outstanding shares of BarnardsYille by TDS through 
the exchange of 29,700 shares of TDS common stock is hereby 
al.loved. 

(3) TDS and Barnardsville shall file, in duplicate, with 
this Commission, within a period of thirty days fol.loving 
the completion of the transactions authorized herein, a 
verified report of actions taken and transactions 
consummated pursuant to the authority herein granted. 

(4} TDS and Barnardsville shall file, in duplicate, with 
this Commission, all contracts for compensation for service 
between TDS, its subsidiaries or affiliates, and 
Barnardsville, and no such contract shall be valid or 
operative until such contracts are filed vith and approved 
by the Commission under the provisions of G. s. 62-153. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 20th day of November, 1973. 

NORTH CAROLINA U~ILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. P-118 

BEFORE THE NORTH CAROLINA UTILITIES COftMISSION 

In the Matter of 
Joint Application of Thermal Belt Telephone 
Company, Mid-Carolina Telephone Company, 
Eastern Rovan Telephone company, Mooresville 
Telephone Company, and Mid-Continent Telephone 
Corporation for Approval of Merger 

ORDER 
GRANTING 
AUTHORITY 
TO HERGE 

This cause comes before the Commission upon the joint 
application of Thermal Belt Telephone Company ("Thermal 
Belt"), Mid-Carolina Telephone company ("Hid-Carolina11 ), 

Eastern Rowan Telephone company ("Eastern Rowan"), 
Mooresville Telephone Company ("MooresTille"), and Mid
Continent Telephone Corporation ("!'lid-Continent"), joint 
applicants, through their counsel, George, Greek, King, 
~cMahon and Mcconnaughey, Columbus, Ohio and P. Kent Borns, 
Raleigh, North Carolina, filed under date of November 19, 
)973, wherein authority of the commission is sought as 
follows: 
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1. To approve the 
Company, Eastern Rovan 
Telephone Company into 

2. To change the 
Mid-Carolina Telephone 
merger. 

TELEPHONE 

merger of Mid-Carolina Telephone 
Telephone company and Mooresville 

Thermal Belt Telephone Company. 

name from Thermal Belt Telephone to 
Company upon consummation of the 

FINDINGS OF FACT 

I• Each of the applicants except Mid-Continent Telephone 
Corporation is a public utility providing telephone service 
to the public under certificates of public convenience and 
necessity heretofore issued by this Commission. 

2. Hid-continent Telephone Corporation is a corporation 
duly organized and existing under the laws of the State of 
Ohio, and having its principal office and place of business 
at Hudson, Ohio. Mid-Continent is a telephone holding 
company and has forty subsidiaries, thirty-five of which are 
telephone operating subsidiaries which include Thermal Belt, 
Hid-Carolina, Eastern Rowan, and Mooresville in the State of 
North Carolina. 

3. The merging corporations have executed a plan of 
merger for the purpose of effectuating the proposed merger. 
Pursuant to the plan of merger, .44 shares of the Thermal 
Belt stock vill be issued for each one share of Eastern 
Rowan stock, one share of Thermal Belt stock vill be issued 
for each one share of !id-Carolina stock, and. (7 shares of 
Thermal Belt stock will be issued for each one share of 
Mooresville stock. In order to make the foregoing exchange 
of shares, Thermal Belt will issue 1,296 shares of its 
authorized common stock in addition to the 1,020 shares of 
such stock now issued and outstanding so that the total 
issued and outstanding s~ares of the common stock of the 
surYiving corporation upon the completion of the merger will 
be 2,316 shares. 

4. The assets and liabilities of the merging corporation 
shall'be carried on the books of Thermal Belt at the amounts 
at which they respectively appear on the books of the 
merging corporations at the date the merger is consummated. 

5. The capital surplus and earned surplus of Thermal 
Belt shall be the sum of the respective capital surpluses 
and earned surpluses of the respective corporations subject 
in each case to intercompany adjustments or eliminations as 
may be required to give effect to the merger. 

6. The merging corporations have operated under a 
service agreement with Mid-continent Telephone service 
Corporation under orders of this commission. The same 
service agreement n.ov in effect vill continue to be in 
effect for the surviving corporation upon completion of the 
merger. In addition, each of the merging corporations is 
under the same pension and insurance plans and these same 
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plans and benefits will be continued by the surviving 
corporation. 

7. The present general and local exchange rates of each 
of the merging corporations vill be continued in effect 
where those rates a~e presently effective. 

8. The depreciation rates now existing for 
properties of each of the four merging corporations 
continue in effect upon consummation of the merger. 

CONCLUSIONS 

the 
vill 

The Commission's investigation into this joint application 
discloses no grouids for denying the said application and 
discloses no way in which the interest of the using and 
consuming public will be materially or adversely affected. 
The merger of the applicants would not result in any change 
in the corporate control thereof, management policy, or 
ability to serve the public. The merger will bring abou-t 
certain operating efficiencies and economies not now 
available which ultimately benefit the public being served 
by the applicant. 

From a review and study of the application, its supporting 
data and other information on file vith the Commission, the 
Commission is of the op1.n1.on and so finds that the 
transactions.herein proposed are: 

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

(b) Compatible with the public interest; 

(c) Necessary and a·ppropriate for and consistent with the 
proper performance by Petitioner of its service to 
the public and vill not impair its ·ability to perform 
that service; and 

(d) Reasonably 
purposes. 

necessary and appropriate for such 

IT. IS, THEREFORE, ORDERED, That the Petitioners, be, and 
they are hereby authorized, empowered and permitted under 
the terms and conditions set forth in the application as 
follows: 

f. To merge Eastern Rowan Telephone Company, tti.d
Carolina Telephone Company and Moores~ille Telephone Company 
into Thermal Belt Telephone Company; 

2. To change the name from Thermal Belt Telephone 
company to Hid-Carolina Telephone company upon consummation 
of the merger; 

3. To transfer to Hid-Carolina 
(formerly Thermal Belt Telephone Company) 

Telephone company 
the certificates 
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of Public convenience 
Hid-Carolina Telephone 
company and Mooresville 

TELEPHONE 

and Necessity heretofore 
Company, Eastern Rowan 

Telephone Company; 

issued to 
Tel.~phone 

Q. To file with this commission within thirty (30) days 
following the consummation of the merger a service agreement 
with Mid-continent Telephone Service corporation; 

5. To continue the rates, tariffs, rules and regulations 
nov in force and effect for each of the merging corporations 
by the surviving corporation within the territories to which 
the present tariffs are applicable; 

6. To file within 1io 
the merger-herein authorized 
general exchange tariff 
operations; 

days from the effective date of 
a new consolidated, local and 
covering each of the four 

7. To file with 
consolidated indenture 
form; and 

this commission, in duplicate, the 
of mortgage when available in final 

8. To file, in 
days following the 
and transactions 
herein granted. 

duplicate, within a period of thirty (30) 
merger a verified report of actions taken 
consummated pursuant to the authority 

ISSUED BY ORDER OF THE CQMMISSION. 

This the 10th day of December, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine H. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. P-78, SUB 29 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

in the Hatter of 
Application of Westco Telephone 
Company for Authority to convey 
Its Assets in the State of 
Georgia to Georgia State Tele
phone Company · 

ORDER APPROVING CONVEY
ANCE OF RESTCO TELEPHONE 
COMPANY'S GEORGIA ASSETS 
TO GEORGIA STATE 
TELEPHONE COMPANY 

This cause comes before the commission upon a petition. of 
westco Telephone company (hereafter called "Westco"), filed 
under date of August 14, 1973, through its counsel, Van 
Winkle, Buck, Wall, Starnes·and Hyde, P.A.; Asheville, North 
Carolina 28807, wherein approval of the North Carolina 
Utilities commission is sought as follows: 

To authorize Westco to sell its Georgia assets to Georgia 
state Telephone Company for cash and apply the proceeds of 
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such sale toward the reduction of westco•s current bank 
loans. The method of determining the assets and the value 
thereof to be in accordance vith the terms of the 
Acq,uisition Agreement (hereafter call.ed the "Agreement") 
which was identified .as Exhibit A and attached to and made 
an integral part of the petition. As of February 28, 
J973, the cash settlement would have been $545,134 which 
amount is intended to reflect the depreciated net asset 
value of the Georgia assets and will be adjusted to 
include any increases or decreases in the net asset value 
between February 28, 1973, and the effectiTe date of the 
Agreement as set out in Section 3 of Exhibit A. 

FINDINGS OF FACT 

I• The principal office and place of business of Westco 
Telephone Company is 15 South Main Street, Weaverville, 
North Carolina, and it is the owner and operator of 
telephone communications systems in certain counties in the 
states of North Carolina and Georgia under permits and 
certificates of convenience and necessity issued by this 
Commission and by the Georgia Public service Commission. 

2·. That Georgia State Telephone Company is a corporation 
organized and existing under the laws of the state of 
Georgia and operates. telep_hone facilities.exclusively in the 
State of Georgia and in various areas therein. 

3. That Westco Telephone Company owns telephone 
exchanges in the Towns of Clayton, ~ountain City, and 
Dillard in the State of Geo~·'gia and certain pole lines and 
franchises in connection with said exchanges. All other 
operations of the Company are confined entirely to the State 
of North ·Carolina. 

q. That Restco Telephone Company has approximately 
24,000 telephone stations in its system and of such number 
q,ooo stations are located in the State of Georgia. That by 
reason of having operations in two states, westco Telephone 
Company is required to apply different rates to its station, 
obtain the approval of the North Carolina Utilities 
Commission and the Georgia Public SerYice Commission on all 
financing and for rates within each separate state. Further 
by. reason of the fact that the system is presently operated 
in two states, FCC approval is necessary for the 
establishment of test lines and other activities necessary 
for the proper operation of the Georgia exchanges. 

5. As a result of the tvo state operation as set out 
above, the administration of the system is made more 
difficult and expensive and this Company cannot apply proper 
maintenance and testing by reason of the fact that its test 
facilities are in Sylva within North Carolina and any 
testing of the Georgia exchanges are necessarily across 
state lines. 
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6. That this Company has entered into an Agreement vith 
Georgia State Telephone Company, subject to the approval of 
this Commission, under which the latter will acquire all of 
the assets and property of Westco Telephone Company which 
are located in the State of Georgia and related to westco 
Telephone Company•s operations of its Georgia assets, a copy 
of said Agreement was attached to the application as 
"Exhibit A" and is made a part of the petition. 

7. Under the Agreement, Westco Telephone Company will 
sell and Georgia State Telephone Company will buy the 
Georgia assets of Westco Telephone Company as defined in 
Section I of Exhibit A. Under its terms Georgia State 
Telephone company vill pay westco Telephone company a cash 
-pa.yment of $545,134, which amount is intended to reflect an 
amount equal to the depreciated net asset value of Georgia 
assets and is based on the balance sheet figures shoving the 
Georgia assets as of February 28, 1973, and will be adjusted 
to reflect any increases or decreases between February 28, 
1973, and the effective date of the Agreement as set out in 
Section 3 of Exhibit A. In addition thereto, Georgia State 
Telephone company vill assume the liabilities of Westco 
Telephone Company relating to the Georgia assets which will 
be adjusted in accordance vith the same formula. 

Attached to Exhibit A as Schedule I is a plant analysis 
shoving the breakup of assets as between North Carolina and 
Georgia and an analysis of the reserTes applicable. 
Attached to Exhibit A as Schedule 2 is a description of the 
two tracts of real estate involTed, as Schedule 4 is the 
proposed assumption agreement and as Schedule 5 a statement 
shoving the depreciated net asset Talue of the Georgia 
assets and the Georgia liabilities. 

8. That it iS the intention of this Petitioner to apply 
the cash received in the transaction to reduce its current 
bank loans. 

9. That Petitioner is of the opinion that sa1e of the 
Georgia assets as set forth herein is in the best interest 
of Westco Telephone Company and will result in relieTing 
this Petitiqner of the burdens of operating an exchange 
distant from its other operations in another State vith the 
resulting effect of relieving this Petitioner of applying 
separate rates, being subject to the regulations of two 
commissions and will further relieve this Petitioner of 
excess administratiTe expenses in connection therewith. 

10. That the Westco Telephone company (Seller) and 
Georgia State Telephone Company (Buyer) are both vholly
ovned operating subsidiaries of Continental Telephone 
corporation the third largest independent telephone holding 
company in the United States. 
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CONCLUSIONS 

From a review and study of the application and Exhibit A 
attached to and made a part of said application, as well a~ 
other informatio·n contained in the Commission's files, the 
Commission is of the opinion and fi~ds as a fact that the 
proposed sale of Westco•s Georgia assets to the Georgia 
Telephone Company under the terms and conditions set forth 
in the application and the exhibit att~ched thereto, are: 

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

(b) compatible with the public interest; 

(c) Necessary and appropriate for and consistent with the 
proper performance by Petitioner of its service to 
the public and vill not impair its ability to perform 
that service; and 

(d) Reasonably necessary and appropriate for such 
purposes. 

IT IS, THEREFORE, ORDERED, That Westco Telephone Company, 
be, a·nd it is hereby, authorized, empowered, and permitted 
under the terms and conditions set forth in the application: 

1- To sell its Georgia assets as defined in the 
Acquisition Agreement to Georgia State Telephone company 
subject to the terms and conditions set forth in the 
Acquisition Agreement attached as Exhibit A and to apply the 
proceeds of. such sale toward the reduction of Westco• s 
current bank loans. 

2. To file vith this Commission, in duplicate, a 
verified report of the actions taken, transactions 
consummated, and accounting journal entries affecting the 
sale of the Georgia assets pursuant to the authority herein 
granted within a period of thirty (30) days following the 
completion of the transactions authorized herein. 

ISSUED BY ORDER OP THE C088ISSION. 

This the qth day of September, 1973. 

(SBAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine n. Peele, Chief Clerk 
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DOCKET NO. AU-94 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the natter of 
Request of Western Onion Telegraph company•, 
1828 L Street, N. w., Washington, n. c., 20036, 
to Increase its North Carolina Intrastate 
Message Telegram and Order service Rates to the 
Present Level of the Intrastate Rates 

ORDER 
APPROVING 
TARIFFS 

BY THE COMMISSION. On August 17, 1973, Western Union 
Telegraph Company filed by letter revised tariff pages .to_ 
increase the North Carolina Intrastate Public Message 
Telegrams and Honey Order" Services to the leYel of the 
interstate rates. It was represented that this increase, if 
allowed, would produce additional revenue in the amount of 
$215,669.00 in North Carolina annually •. It was represented 
that after adjustments for all known changes and the effect 
of the proposed rate revision, the 1972 operating results in 
North Carolina would have shown a loss of $348,256.00. 

on September 4, 1973, the Commission suspended the tariff 
filing until December 31, 197 3 or until .further order of the 
commission whichever is the earlier and required public 
notice. In giving public notice, the commission advised 
that unless written protests for intervention were received 
on or before Octob8r. I 5, ( 973, the application vould be 
considered by the commission on the basis of the information 
contained in the filing and in the records of the 
Commission. There being no protests filed, the commission 
is of the opinion the tariffs should be approved. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

1. That Western Union Telegraph Company's tariff filing 
of August 17, 1973, to increase the North Carolina 
intrastate public message telegrams and money order services 
to the level of the interstate rates is approved, effective 
November I 5, I 973. 

2. That western Union Telegraph 
tariffs before November IO, f 973, 
date to November 15, 1973. 

company shall refile its 
changing the effective 

3. That a copy of this order shall be sent to ~estern 
Union Telegraph Company, 1828 L Street, N. w., Washington, 
D. C., 20036. 

ISSUED BY ORDER OP THE COMMISSION. 

This the 3(st day of October, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine K. Peele, Chief clerk 
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DOCKET NO. W-379 
DOCKET ~O. W-379, SUB 
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BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Applications by Bill Allen Enterprises, ) 
Inc., 1740 E. Independence Boulevard, ) 
Charlotte, North Carolina, for a ) 
certificate of Public Convenience and . ) 
Necessity to Furnish· Water and Sever ) 
Utility SerTice in Lamplighter Village ) 
South subdiTision, Mecklenburg County, ) 
and Sewer Utility Service in steeplechase) 
subdiYision, Mecklenburg and Cabarrus , ) 
counties, North Carolina, and for ) 
ApproTal of Rates ) 

RECOMMENDED 
ORDER GRAHTIHG 
CERTIFICATE 
OF PUBLIC 
CONVENIENCE AND 
NECESSITY AND 
ESTABLISHING 
RATES 

HEARD IN: Hearing Room 
Building, One 
North Carolina,• 

of the Commission, Ruffin 

BEFORE: 

West Morgan Street, Raleigh, 
on Wednesday, April 25, J973 

William E. Anderson, Bearing Exa■iner 

HPEARANCES: 

For the Applicant: 

Larry c. Hinson, Esquire 
Attorney at Lav 
2842 Selwyn Avenue 
Charlotte, Horth Carolina 

For the Commission Staff: 

Wilson e. Partin, Jr., Esquire 
Assistant commission Attorney 
North Carolina Utilities Commission 
P. o. Box 991 
Raleigh, Horth Carolina 27602 

ANDERSON, HEARING EXAMINER: By Applicatioµ filed with the 
North Carolina Utilities Commission on March J6, 1973, the 
Applicant, Bill Allen Enterprises, Inc., seeks a certificate 
of Public Convenience and Necessity to provide public 
utility water and sever ser•ice in Lamplighter Village 
Subdivision South, Mecklenburg County, North Carolina, and 
public utility sever service in steeplechase Subdivision in 
Mecklenburg and Cabarrus counties and approval of rates to 
be charged therein. 

By Order issued Harch 20, 1973, the Commission scheduled 
the matter for public hearing, required that the Applicant 
give notice of the public hearing. The requisite public 
notice was given in The Mecklenburg Times and by personal 
service on customers by mail or by hand deli•ery. A number 
of customers protested the Application by letter. 
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The Applicant proposed the follo~ing rates: 

LAMPLIGHTER VILLAGE SOUTH SUBDIVISION 

!.Am 

Up to first 3,000 gallons per month - $7.80 minimum 
All over 3,000 gallons per month - $1.60 per 1,000 gal • 

.§ll!!!: I 00% of water bill 

STEEPLECHASE SUBDIVISION, 

SEWER ONLY: Flat rate of $9.00 per month 

The public hearing was held at the time and place 
designated by prior order. A number of customers appeared 
at the hearing to testify in opposition to the Application. 

The Applicant vas represented by counsel and tendered s. 
E. Bratten, vho is the Applicant's Vice President
Construction and Mr. Hovard Cain, comptroller. The Staff 
stipulat_ed that the application and system vere adequate and 
the Applicant and Staff stipulated and agreed to the 
issuance of a Recommended Order approYing the following 
monthly rates: 

LAHPLIGBTER VILLAGE SOUTH SUBDIVISION 

WATER 

First 3,000 gallons per month -
Next 1,000 gallons thereafter 

per month 

.illfil!: (00% of water rate 

$5. 00 (Minimum) 

$i.OO per 1,000 gallons 

STEEPLECHASE SUBDIVISION 

SERER ONLY: Flat rate of -$9. 00 per month 

Based upon the information contained in the verified 
Appliqation in the files of the Commission in this docket 
and the evidence adduced at the public bearing, the Hearing 
Examiner makes the following 

FINDINGS OF FACT 

I• That the Applicant is currently providing public 
utility water and sever service to 17 residential customers 
in Lamplighter Village South SubdiYision, and proposes 
ultimately to serve in excess of 300 residential customers. 

2. That the Applicant is a duly organized and existing 
corporation under the lavs of the State of North Carolina 
vith its business address at 1740 E. Independence. Blvd., 
Charlotte, North Carolina; this business enterprise is 
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engaged in real estate development and 
as other operations, including the 
previously certificated public utility 
an affiliate of Investment Land Sales, 
prior utility certificates. 

construction as vell 
operation of fiYe 
water systegs; it is 
Inc., which holds 

3. That 
residential 
deYelopment 
from the Tovn 

Lamplighter Village .south subdiYision 
mobile home subdivision currently 
located on s. R. 3636 approximately 2 
of Pineville, North Carolina. 

is _a 
under 
miles 

4. That no other public utility, municipality or 
membership association currently proposes to proYide water 
service in the Applicant's proposed service area. 

5. That the vell sites and plans for the design of the 
proposed water system have been approYed by the State Board 
of Health. 

6. That the system as constructed to date is capable of 
serving current customers. 

7. That the rates stipulated and agreed upon, as 
indicated on page 2 of this order, are just and reasonable 
rates. 

e. That 
billing form 
service and 
provide such 
problem vith 
existing. 

the present Bill Allen Enterprises, Inc., 
includes a telephone number for emergency 
the Applicant has sufficient personnel to 
service adequately but there may be some 
the answering serYice arrangement presently 

Whereupon, the Hearing Examiner reaches the following 

CONCLUSIONS 

There is a de■ and and need for public utility water 
service in the serYice area proposed by the Applicant. The 
proposed rates are just and reasonable and the facilities 
and source of supply which the Applicant proposes to operate 
and improve .as the demand grovs, and to so improve in 
accordance with the requirements of the Commission, should 
be adequate to supply the reasonable demand of the customers 
for the domestic water serYice in the proposed service ~rea. 

The comments and conclusions contained in the order issued 
in Docket No. w-302, sub I issued contemporaneously 
regarding general corporate or intracorporate reorganization 
and operations are included hereby by reference, to the 
extent applicable to the facts herein. 
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IT rs, THEREFORE, ORDERED: 

1- That a Certificate of Public ConTenience and 
Necessity be, an~ hereby is, granted; said Certificate 
authorizes the Applicant to operate as a public utility 
providing water and sever service in Lamplighter Village 
south Subdivision and sever ser"Yice in steeplechase 
Subdivision. 

2. That this order vill of itself consti~ute the 
certificate of Public convenience and Necessity. 

3. That the schedule of rates attached hereto as 
Appendix "A" be, and hereby is, approTed; said schedule of 
rates is hereby deemed to be filed with the Commission 
pursuant to G. s. 62-f38 and vill become effectiTe on the 
next regular billing, upon one day•s notic~ to the 
customers. 

4. That the books, and records of the Applicant shall be 
kept in accordance vith the Rules and Regulations of the 
North Carolina Utilities commission, and according to such 
reasonable guidelines as the staff may recog■end, the 
Applicant being hereby directed to arrange a conference vith 
an accounting staff member to discuss such guidelines. 

ISSUED BY ORDER OF TRE CO~HISSION. 

This 7th day of Kay, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COftftISSION 
Katherine ft. Peele, Chief Clerk 

APPENDIX "A" 
BILL ALLEN ENTERPRISES, INC. 

Lamplighter Vill~ge South SubdiTision 

BATE SCHEDULE 

WATER RATES (RESIDENTIAL SERVICE) 

First 3,000 gallons per month - s·s. 00 (I'lini11um) 
Each 1,000 gallons thereafter - s1.oo per 1,000 gallons 

~: 100% of water charge 

CONNECTION CHARGE 

'Rater - $250 
Sever - $350 (Payable by other Developers, if any) 

RECONNECTION ~li 

If water service cut off by utility for good cause 
[N.c.u.c. Rul.e R7-20(f)] $4.00 
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If vater service discontiilued at customer's re
quest [N.c.u.c. Rule R7-20(g)] 

If sever service discontinued for good cause 
[N.c.u.c. Rule RI0-16(f)] 

BILLS ~UE: Fifteen (15) days after date rendered. 
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$2.00 

$15.oo· 

Issued in accordance with authority granted by the North 
Carolina Utilities Commission in Docket No. W-379. 

APPENDIX "A" 
BILL ALLEN ENTERPRISES, INC. 

STEEPLECHASE SUBDIVISION 
SEWER RATE SCHEDULE 

Monthly Rate $9.00 per month flat rate 

CONNECTION 9!!l!fill: $Q95.00 

RECONNECTION CHARGES 

If sever serTice discontinued for good cause 
[ NCOC Rule RI 0- I 6 (fl ] 

$15.00 

BILLS DUE: Fifteen ( 15) days after date rendered 

Issued in accordance with authority granted by the North 
Carolina Utilities commission in Docket No. W-379, Sub 1. 

DOCKET NO. W-190, SUB Q 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application by Aqua Co., P. o. Box 
837, Wrightsville Beach, North Car
olina, for a certificate of Public 
convenience and Necessity to Provide 
Water Utility Service in Cape Colon-y 
subdivision, chovan county, North 
Carolina, and for Approval of Rates 

ORDER GRANTING 
CERTIFICATE, 
APPROVING RATES, 
AND REQUIRING 
SERVICE IMPROVEMENTS 

HEARD IN: 

BEFORE: 

Ruffin Building, I West Morgan 
North Carolina, on October I, 
a.m., and in Chowan County 
King Street, Edenton, North 
January 3, 1973, at 9:30 a.m. 

Street, Raleigh, 
1969, at J0:00 
Courthouse, East 

Carolina, on 

Chairman Harry T. Westcott (presiding) and 
Commissioners John w. McDevitt and Clawson L. 
Williams, Jr. (October I, 1969), and 
Commissioners John w. Mc Devitt (presiding) and 
Hugh A. Wells and Chairman Marvin R. Wooten 
(January 3, 1973) 
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APPEARANCES: 

For the Applicant: 

William T. Joyner, Jr. 
Joyner & Howison 
Attorneys at Lav 
P. o. Box I 09, Raleigh, North Carolina 27602 
(October I, I 969) 

James H. Kimzey 
Attorney at Lav 
P. o. Box 150, Raleigh, North CaroliDa 27602 
(October I, 1969, and January 3, 1973) 

For the Intervenors: 

Wiley J. P. Earnhardt, Jr. 
Attoi:ney at Lav 
P. o. Box 445, Edenton, North Carolina 
(October I, f 969) 

For: coastal Water Corporation and 
United Properties, Inc. 

For the Commission Staff: 

Edvard B. H~pp 
Commission Attorney 
P. o. Box 99,1, Raleigh, North Carolina 27602 
Raleigh, North Carolina 27602 
(October I, I 969) 

Maurice w. Horne 
Assistant commission Attorney 
P. o. ·eox 991, Raleigh, North Carolina 27602 
(January 3, (973) 

BY THE COMMISSION. On May 9, 1968, Applicant, Aqua Co., 
filed application in the above captioned matter. Public 
hearing vas originally scheduled for December 19, 1968, and 
for various reasons vas continued from time to tine. 

Public hearing vas held on October I, 1969, and testimony 
vas given.concerning water quality, ownership, and the need 
for establishing rates. The hearing vas recessed by the 
Commission to afford parties opportunity to resolYe problems 
which precluded completion of the proceeding at th~t time. 

Subsequent to the hearing on October I, 1969, Applicant 
furnished water utility service in Cape Colony and charged 
interim rates established by agreement betveen Applicant and 
customers. Water service has not been discontinued for 
nonpayment, although some customers have not paid for the 
water serYice receiYed. 
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further delays, the Commission scheduled and held 
hearing on January 3, 1973, in accordance with public 
serYed on all parties and customers. 

Hr. G. Allie. Hoare, President of Aqua Co., testified in 
support of the application. Mr. David F. Creasy testified 
for the Commission Staff concerning eTaluation of 
Applicant's water utility operations. Fourteen customers 
served by Aqua co. testified protesting rates, water 
quality, and service. Mr. Willia• B. Gardner, City 
Administrator of Edenton, North Carolina, and Hr. w. P. 
Jones, Chairman of the Industrial Development Committee of 
the Edenton Chamber of Commerce, testified as to th~ 
interest of the City of Edenton. 

Based on eYidence presented in official commission records 
relating to Applicant's dperations, the commission makes the 
following 

FINDINGS OF FACT 

I• Applicant, Agua. Co., is a corporation duly organized 
under the lavs of the State of North Carolina and is 
authorized under its Articles of Incorporation to engage in 
the operation of public utilities, as defined in G. s. 62-3. 

2. Applicant proposes to furnish metered vater utility 
seryice in the Cape colony Development, Chowan County, North 
Carolina, utilizing existing facilities and has filed a 
schedule of rates foi said service. 

3. Cape Colony Development is a residenti'al subdivision. 
half of the property has approximately 25 

400 acres for residential lots. The eastern 
property has a residential area and an 
containing approximately 14 streets and 400 
Approximately J,800 lots have been sold by 

The western 
streets and 
portion of the 
industrial park 
acres for lots. 
the developer. 

4. The developer of Cape Colony, United Properties, 
Inc., installed the vatet distribution system in the western 
half of ·the development, knovn as Surfside, and in the 
eastern end of the development, knovn as country Club 
section. United P~operties conne·cted its water distribution 
system to the old military vater system which also serYes 
the industrial park and the abandoned airfield in the 
central portion of the deYelopment. The old military water 
system contains the wells ahd storage tanks supplying both 
water systems. The old military·vater system was owned by 
Coastal Water Company, whose President, Mr. Lavson Lester, 
vas also a stockholder in United Properties at the time the 
tvo vater systems were connected. Subsequently, Hr. Lester 
sold his interest in United Properties and United Properties 
sold its water distribution system tO Aqua Co. Agua co. 
then began operating its newly acquired vater distribution 
system under the same conditions as had United Properties, 
utilizing the wells and storage tanks of the Coastal water 
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Company system. Agua co. did not consummate the purchase of 
the old military water system from coastal Water Coapany. 

5. Neither Coastal Hater Company nor United Properties 
bad ever charged their customers for water service because 
they did not wish to become regulated utility companies. 
United Properties sold all its lots in the deYelopment and 
ceased its operations. coastal Water company is in 
receivership. 

6. Applicant has installed additional extensions of the 
vater systems in Cape Colony since it began furnishing vater 
service, including a 10-inch water main through the 
industrial park to supplement the existing main. 

7. There is public need and 
serYice in Cape Colony which is not 
Aqua Co. or any other properly 
authority. 

demand for water utility 
being adequately met by 
constituted agency or 

B.. The provision in Applicant •s proposed rates 
specifying 11 bills due IO days after date rendered" does not 
conform to the uniform billin9 practices adopted b~ ~he 
Commission in Docket No. M-(00, sub 39; such a proY1s1on 
specifying "bills past due Is days after billing date" would 
conform to said uniform billing practices. 

9. Based on the proposed rates, 75 year-round customers 
with average monthly consumption of 6,000 gallons and 100 
seasonal customers at minimum GOnsumption would produce 
annual revenue of approximately $11,000. Allowance is made 
for estimated $1,300 annual revenue from fire protection 
service and industrial customers.. Applicant's operating 
expenses for 1972 vere approximately $11,600, based on 
unaudited figures presented by Applicant .. 

fO .. Applicant previously accepted payment for water 
service in Cape Colony in the amount of $3 .. 00 per month for 
year-round customers and $(8.00 per year for seasonal 
customers. The proposed rates are approximately BS percent 
higher for year-round customers and approximately (65 
percent higher for seasonal customers .. 

11- The original cost of the portion of the water system 
installed by United Properties was approximately $82,700 and 
the portion installed by Aqua co. was approximately $20,150. 
The depreciation reserve of both portions, is approximately 
$10,300 based on 2 .. 0 percent annual depreciation since mid-
1967, leaving a combined net plant value of approximately 
$92,500, based on original cost. 

Applicant has approximately $8,150 undepreciated equity in 
its water system, consisting of the original cost of the 
plant of approximately $)02,850, less contributions-in-aid 
as follows: approximately $82,100 fro~ United Properties 
(value of contributed plant); approximately $9,000 from 
Chris Craft; and over $3,000 in tap-on fees from customers. 
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Applicant's d.epreciated equity is approximately $7,335, 
consisting of the undepreciated equity of $8, f 50 less $81.5 
depreciation based on 2.0 percent annual depreciation since 
mid-1967. 

The testimony of D. c. Barbot and Associates, Consulting 
Eng~neers, was not based upon an acceptable engineering and 
valuation study of the property and is not determinative of 
the replacement cost or fair value of the property. 
Applicant does not presently ovn or have any equity in the 
old military vater system. 

12. The untreated water from the wells on the old 
military water system contains excessive amounts of iron and 
does not meet the u. s. Public Health Service Drinking Water 
standards. Iron residue after treatment still exceeds 
prescribed standards. 

13. Plans for the water system vere approved by the State 
Board of Health in 1968, with the proviso that distribution 
capability on the western portion of the system be 
strengthened as future development may require. 

14. The sites of the wells and storage tanks are unkept 
and overgrown with weeds; interruptions of service occur 

-from time to time and when the Country Club refills its 
swimming pool; water becomes cloudy with iron sediment when 
the system is flushed; some customers do not knov whom to 
call for maintenance; customers are not properly informed 
about flushing and flushing is not planned and carried out 
regularly and in a manner to minimize service disruptions 
and water quality deterioration; water softeners on 
individual homes are incapable of reducing the iron content 
of the water; the old military water system may require 
abnormally high maintenance due to the iron content of the 
water, which stems largely from interior pipe oxidation; the 
old military system is overdesigned for current level of 
residential use. 

(5. Edenton City officials indicate a strong interest in 
the development of the industrial park in Cape Colony and 
the old military water system is necessary for said 
development. 

16. commission staff 
the water utility system 
"B11 are necessary to 
regulated water utility. 

recommendations for improvements in 
and operation contained in Appendix 
enable Applicant to function as a 

Based on the foregoing Findings of Fact, the Commission 
reaches the following 

CONCLUSIONS 

There is a demand and need for water utility service in 
Cape Colony Development which can be met by Applicant. 
Applicant has not acquired the old military water system, 
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which provides the present source and storage capacity of 
water for the system. President Allie Hoare testified that 
he is willing to install two nev wells and storage tanks in 
order to serve the residents of the country Club section and 
the Surfside section, in the event Aqua Co. is unable to 
acquire the old military system. 

If Agua Co. cannot acquire the old military water system 
at a pric~ which would make the purchase economically 
feasible in light of necessary improvements, it should 
abandon water service in the area served by the old military 
system, develop its own source of water, and limit service 
to the residential areas within the proposed system. 

The City of Edenton acquired the old military installation 
which includes the area of the Cape Colony residential 
developmentr the air station and buildingsr some of vhich 
have since been disposed of to various industrial and 
governmental enterprisesr and the old military water system 
which the City was instrumental in selling to Mr. Lawson 
Lesterr apparently without the foresight to guarantee, 
through the sales contractr a continuing public water supply 
for the industrial and residential development which city 
officials testified is vital to the City of Edenton. It is 
clear that the city of Edenton or the property owners could 
have acquired the old military water system and initiated a 
public water system at any point in time. Unfortunatelyr 
neither the City nor any other agencrr group, or person, 
save the Applicant, has come forward and sought to shov they 
were ready, willing, and able, financially and otherviser to 
establish and operate the proposed system. 

The Commission concludes that Agua Co·. has the capability 
to operate the proposed water system under the terms and 
conditions hereinafter set forth in Appendix "B" and the 
rates and charges set forth in Appendix "A" which are deemed 
to be just and reasonable for fully adequate water service 
which meets minimum u. S. Public Health Service Water 
Quality Standards and those imposed by the North Carolina 
state Board of Hea·lth and the North Carolina Utilities 
Commission. 

The Commission further concludes that the unresolved 
problems of ownership, water supply, water 'quality, and 
serYice are serious matters of continuing concern which 
require surveillance and appropriate Commission action in 
the event Aqua co. fails to discharge its responsibility as 
holder of a Certificate of Public Convenience and Necessity 
authorizing the proposed service. 

IT IS, THEREFORE, ORDERED 

I• That Aqua Co. is hereby granted a certificate of 
Public convenience and Necessity to furnish water utility 
service in the Country Club section and in the Surfside 
section of the Cape Colony D~velopment, as described herein 
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and more particularly as described in the record of this 
proceeding. 

2. That a water utility certificate is denied for the 
portion of the Cape Colony Development presently served by 
the Coastal Water Company system, also known as the old 
military water system; that Applicant may furnish water 
utility service in said area as a contiguous extension of 
water service from its certificated service areas in the 
Country Club section and the Surfside section if said 
extension of water serTice can be furnished through water 
mains owned or controlled by the Applicant. 

3. That the schedule of rates attached as Appendix "A" 
is hereby approved for water utility service in the Cape 
Colony Development and· may be made effective on and after 
April I, ) 973, both in the franchised areas and in 
contiguous areas, and that said schedule of rates is deemed 
to be filed with the Commission pursuant to G. s. 62-138. 
Aqua Co. is reguired to mail the Notice attached as Appendix 
"A" to each of its customers affected. 

4. That Applicant is hereby required to comply with the 
requirements for improvements in the water utility 
operations prescribed in the attached Appendix 11 B11 within 
the t·ime limits specified. 

5. That Applicant shall maintain books and records such 
that applicable items of information required in Applicant's 
prescribed Annual Report to the Commission can be readily 
identified and utilized in the prepa~ation of the Annual 
Report. 

6. That Applicant is hereby regu·ired to establish and 
maintain speCific and perma·nent arrangements for providing 
dependable and prompt maintenance and repair service and 
shall immediately notify the Commission of any changes vhich 
may alter or adversely affect the quality of such service. 

7. Applicant is hereby granted temporary authority to 
continue furnishing vater utility service in the portion of 
the Cape corony Development presently served by the old 
military water system and to charg~ the same rates as those 
approved herein for water service in Cape Colony, under the 
following terms _and conditions: 

(a) Applicant shall not furnish water service to any new 
or additional customers tapped on to the mains of the 
present old military water system as long as said 
system is not owned or controlled by Applicant. 

(b) Applicant shall comply with the laws of this State 
and with the rules and orders of this commission 
during the period in which it continues to furnish 
water utility service by means of the old military 
vater system. 
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(c) 

WATER AND SEWER 

Applicant shall give 
to the Commission and 
in cape colony and 
intention to abandon 
utility service hy 
system. 

ninety (90) days written notice 
to each of its water customers 
to the City of Edenton of its 

or terminate furnishing water 
means of the old military water 

(d) The written notice described in (c) above shall be 
forwarded by first-class mail to the permanent 
mailing address of each of said customers and shall 
be published in a local newspaper having general 
circulation in the cape colony area, and Applicant 
shall file an Affidavit of Publication vith the 
Commission and shall file an affidavit with the 
Commission listing the names and addresses of 
customers furnished said written notice. 

(e) If Applicant has not acquired the old military water 
system within ninety (90) days following the date of 
this ordel:', then• Applicant · is hereby directed to 
immediately give the written notice described in (c) 
above, thel:'eby giving Applicant a minimum of 90 days, 
and a maximum of i 80 days from the ·a ate of this order 
in which to either acquire the old military water 
system or to install new wells and tanks and abandon 
the old military water system. 

8. It is further ordered that a copy of this order be 
sent, by the Chief Clerk of this Commission, to each of the 
persons vho testified in the Edenton phase of this 
proceeding and to any other customer of Aqua co. vho may 
request a copy from the Chief Clerk. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 29th day of March, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

APPENDIX 11 A11 

DOCKET NO. R-190, SOB 4 
AQUA co. 

NOTICE 

on 29th day of March, 1973, the utilities Commission 
entered an order granting Aqua Co. a Certificate of Public 
convenience and Necessity and approving the following rate 
schedules, being the rates originally proposed by Aqua Co. 
in its application filed on May 9, 1968. These rates 
supersede any rates which may have been charged or paid 
under any previous arrangements or agreements between the 
customers and Agua co. 
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WATER RATE SCHEDULE 

~ETERED RATES (residential service) 

Up to 
Next 
Next 

first 11,000 
5,000 

10,000 
19,000 All over 

ga·llons per 
gallons per 
gallons per 
gallons per 

month~$4.00 
month-$ • 75 
month-$ .60 
month-$ .40 

!ill~ (residential service) 
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minimum 
per 1,000 gallons 
per I, 000 gallons 
per 1,000 gallons 

Minimum rat~ under metered rates will be charged to 
unmetered, part-time residents 

FLAT~ (fire protection service) 

Up to first 350 sprinkler., heads $20. 00 
Next I so sprinkler heads - $ .04 

All over 500 sprinkler_ heads - $ .03 

per month minimum 
per sprinkler 
head per month 
per sprinkler 
head per month 

water for fire protection 
pressures as are available 
operation of the water system. 

will. 
from 

be supplied only at such 
time to time in the 

The company reserves the right to meter water consumption 
frorn fire hydrants ,when such consumption is for other than 
fire fighting purposes, and to charge for said consumption 
in accordance with the schedule of metered rates for 
residential service. 

CONNECTION £.!!!RGES - $200 for all new house connections 

RECONNECTION CHARGES 

If vater service cut off by utility for good cause 
[ NCUC Rule R7-20 (fl ] ~ $ij. 00 

If water service discontinued at customer's request 
[NCUC Rule R7-20 (g)) - $2.00 

BILLS ].!!§ - ori billing date 

BILLS PAST DUE - fifteen (15) days after billing date 

IsSued in accordance with authority granted by the North 
Carolina Utilities Commission in Docket No. W-190, Sub 4, on 
March 29, 1973.-

APPENDIX 11 811 
DOCKET NO. R-190, SUB 4 -- AQUA CO. 

The following reco~mendations for improvements in the 
water utility operation shall be met by Applicant: 

J. Install water meters in the Surfside section and in 
the country Club section and begin charging metered rates to 
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eiiminate complaints of discrimination by seasonal customers 
who use their property_.infrequentJ.y. The meters shall be 
in_stalled ·and metered rates shall be charged within ninety 
(90) days from the aa:te of this Order. 

2. Inv8stigate each residence in the C~pe colony area to 
ensure that no unknOvn or 11 bootleg 11 taps are connected to 
the system to eliminate the possibility of the peak demand 
on the system beinq aggravated by unaccounted-for water 
users. The iOvestigation and disconnection of unauthorized 
taps shall be completed within ninety (90) days from the 
!late of t-his Order. 

3. Install a water meter on the country club service 
line within thirty (30) days from the date of this Order and 
require that the club make arrangements with the water 
company prior to araining and refilling their swimming pool. 

4. ,send water samples to the State Board of Health each 
month ,for bacterioloaical analysis under the name of Agua 
Co. so that the ·samples will not be credited to Coastal 
Plains Utility Company. 

5. Send monthly bills for water service to all customers 
and maintain a recorQ of the permanent address of each 
customer whenever the addr~ss is different from that of the 
property served. The bills shall contain the name, address, 
and telephoite number of the local representative of Agua Co. 
and also the name, address, and telephone number of Aqua co. 
in Wrightsville Beach. 

6. Send a scbedu·le with each water bill each month 
listing the day or dat~s for flushing the mains duririg the 
following .month. The statement shall explain that the water 
contains an excessive amount of iron which causes a build-up 
of iron sediment in the mains, that the sediment must be 
removed by periodic fl"ushing of the mains, that the water 
will become cloudy with iron sediment for approximately 24 
hours following flashing, and that the cloudy condition 
caused by £+ashing does not indicate bacteriological 
contamination of the water. 

7. Submit a detailed proposal to the Commission, within 
ninety (90) da,ys from the date of this Order, describing 
measures to be taken to comply with the recommendations by 
the state Board of Health for improving water quality. The 
proposal shall include a discussion of super-chlorination, 
flushing, polyphosphates, aeration, and the time schedule 
for implementing the propOSal. 
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DOCKET NO. W-365, SUB I 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application by Bailey's Utilities, Inc., 
U. s. Highway I, North, Raleigh, North 
Carolina, for a Certificate of Public 
Convenience and Necessity to Provide Water 
Utility Service in Friendship Village 
subdivision, Lee County, North Carolina, 
and for Approval of Rates 

RECOH!".!ENDED 
ORDEfc GRANTING 
FRANCHISE AND 
APPROVING RATES 

HEARD IN: Commission Hearing Room, Ruffin 
West Morgan Street, Raleigh, North 
March 14, 1973, at 2:00 P .. H. 

Building, I 

Carolina, on 

BEFORE: Hearing Commissioner Ben E. Roney 

APPEARANCES: 

For the Applicant: 

Robert T. Hedrick, Attorney 
331 I North Boulevard 
Raleigh, North Carolina 27604 

For the Commission Staff: 

Edvard B. Hipp 
Commission Attorney 
Post Office Box 991 
Raleigh, North Carolina 27602 

RONEY, HEARING COM"ISSIONER: The Application 
above-captioned matter was filed with the North 
Utilities Commission on January 26, 1973. 

in the 
Carolina 

By Order issued on February 12, 1973, the Commission 
scheduled the Applicatioh for public hearing, and required 
that Public Notice of the hearing be given by !he Applicant. 
Public Notice was furnished to each customer in Friendship 
Village Subdivision by the Applicant, and was published in 
!h~ !~~~ and Observer, Raleigh, North Carolina, advising 
that anyone desiring to intervene or to protest the 
Application was requested to file their intervention or 
their protest with t~e Commission by the date specified in 
the Notice. Affidavit of Publication was presented at the 
hearing. No interventions or protests were reCeived by the 
Commission. 

The public hearing vas held at the time and place 
specified in the Commission's Order .. Mr. Thomas L. Bailey, 
President of Bailey's Utilities, Inc., appeared at the 
hearing as a witness and presented testimony in support of 
the Application .. 
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Based on the information contain@d in the Application and 
in thg Commission's files and in the records of this 
proceeding, the Commission now makes the following: 

FINDINGS OF FACT 
; 

1- The Applicant. Mr. Thomas L. Bailey, Bailey's 
Utilities, Inc., is a corporation duly organized under the 
lavs of the State of NOrth•Carolina, and is authorized under 
its Articles of Incorporation to engage in the operation of 
public u·tilities, as defined in G. , s. 62-3. 

water utility 
county,, and 

2. The Applicant proposes to furnish 
Service in Friendship• Village sub di vision, Lee 
has filed a Schedule of Rates for said service. 

3. Friendship Village subdivision is a residential 
subdivision, the first section of which, consists of 
approxi~ately four streets and 56 lots. The subdivision is 
locato:?d on u. s. Highway No. 1 approximatei.y ten miles North 
of Sanford, North Carolina, in Lee county. 

4. The Applicant proposes to initially install water 
Aains capable of serving approximately 36·customers in the 
subdivision. The Applicant proposes to meter the water 
service. 

5. The Applicant has secured ownership or control of the 
va·ter systems· and of 'the sites for the vells treatment 
plilnt. 

6. There will be an established.market for vater utility 
service in the subdivision, and such service is not now 
proposed for the subdivision by any other public utility, 
muntcipality, or membership association. There is . a 
reasonable prospect for growth in demand for the proposed 
utility service in the subdivision. 

7. The s.tate Board of Health has appro,ved the plans for 
the proposed water syste~; 

8. The Applic"ant ~olds a franchise to providP water 
utility service in Country Squires subdivision located on 
county Road 2049 near Knightdale in Hake County; Oak Ridge 
Valley subdivision located on Highway' 401 approximately 
eight miles South of Raleigh in Wake CoUnty; Duchess Downs 

-Subdivision located appfoximately eight miles south of 
Garner'on state Highwav .SO i_n· ,Johnston County; and Paceville 
Subdivisio·n located on Stat;e Highway 39 ~ approximately five 
miles North of Selma in Johnston county. ~pproximately 30 
customers are now receiving vater service in the four 
subdivisions. Plans provide for water service for 
approximately 200 customers. 

9. The proposed rates and charges are as foll.ow: 
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"ETERED ~ 

Up to first Q,000 gallo·ns per ■onth - $6.00 
A11 OTer 4,000 gallons per month - $ .65 per 1,000 gallons 

CONNECTION CHARGES: $450 - Paid by Developer 

JO. The proposed rates are the 
approved by the Commission for the 
franchised utility service areas. 

same rates as those 
App_licant• s other 

II• The Applicant lists its investment in water utility 
plant as $22,499.14, based on an nnyerified balance sheet 
contained in the Application. 

(2. Thomas L. Bailey operates a vell and pllnp business 
and has been engaged in water system work since (956. He 
proposes to furnish maintenance and repair service for the 
vater systems seTen days per week, 24 hours per day, and to 
maintain a telephone to receive customers• service calls at 
all times. 

CONCLUSIONS 

There will be a demand and need for vater utility service 
in Friendship Village Subdlvision which can best be met by 
the Applicant. 

The initial rates approved by the Commission for water 
utility service in Friendship Village Subdivision should be 
those contained in the Schedule of Rates attached hereto. 
which rates are not in excess of those rates found to be 
reasonable for similar public water utilities under average 
operating conditions. and which are concluded to be just and 
reasonable for the services described herein. 

The Applicant's present arrangement for 
maintenance and repair service to its water 
Friendship Vi'llage subdivision is acceptable. 

IT rs. THEREFORE-. ORDERED AS FOLLOWS: 

providing 
system in 

1. That the Applicant. Mr. Thomas L. Bailey. Bailey's 
Utilities. Inc •• is hereby granted a Certificate of Public 
Convenience and Necessity in order to provide water utility 
service in Friendship Village Subdivision. as described 
herein and more particularly -as describE;!d in the Application 
made a part h€reof by reference. 

2. That this orde~ in itself shall constitute the 
Certificate of Public Convenience and Necessity. 

3. That the Schedule of Rates attached hereto as 
Appendix "A" is hereby approved. and that said Schedule of 
Rates is hereby deemed to be filed with the commission 
pursuant to G. s. 62-138. 
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4. That the Applicant shall maintain his books and 
records in such a aanner that all the applicable ite ■s of 
information required in the Applicant's prescribed Annual 
Report to the Commission can be readily identified f~om the 
books and records, and can be utilized by the Applicant in 
the preparation of said Annual Report. A copy of the Annual 
Report form shall be furnished to the Applicant vith the 
mailing of this Order. 

s. That the Applicant is hereby cautioned that in the 
event the present arrangements for pro•iding dependable and 
prompt maintenance and repair service are terainated, the 
Applicant shall immediately make alternate arrangements 
which shall be at least as reliable as the present 
arrangements, and the Applicant shall immediately notify the 
Commission of such alternate arrangements. 

ISSUED BY ORDER OF THE COKftISSION. 

This the 26th day of March, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COHftISSION 
Katherine H. Peele, Chief Clerk 

APPENDIX nAn 
DOCKET NO. W-365, SUB I 
Bailey•s Utilities, Inc. 

Friendship Village subdiYision, Lee County 

11ATER RATE SCHEDULE 

METERED RAm_ (Residential Service) 

First 4,000 gallons per month - $6.00 minima■ 
All OYer 4,000 gallons per month - $ .65 per 1,000 gallons 

CONNECTION CHARGES: $450.00 - Paid by Developer 

RECONNECTION CHARGES 

If water service cut off by utility for good cause 
[N.c.u.c. Rule R7-20(f)) $Q.OO 

If water service discontinued at customer's request 
[N.c.u.c. Rule R7-20(g) J $2.00 

~ DOE: on billing date 

~ PAST pOE: I 5 days after billing date 

Issued in accordance with authority granted by the North 
Carolina Utilities commission in Docket No. W-365, Sob I on 
~arch 23, 1973. 
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DOCKET NO. W-177, SOB 10 

BEFORE THE NORTH CAROLINA UTILITIES COM~ISSION 

In the Matter of 
Application by Brookwood Water corporation, 
6302 Raeford Road, Fayetteville, North 
Carolina, for a Certi£icate of Public 
Convenience and Necessity to Furnish Water 
Utility Service in Springfield Place Sub
division, Cumberland County, North Carolina, 
and for Approval of Rates 

HEARD IN: 

BEFORE: 

APPEARANCES; 

Commission Hearing Room, Ruffin 
West Morgan Street, Raleigh, North 
t1arch 27, 1973, at 2:00 P. M. 

Hearing Commissioner Ben E. Roney 

For the Applicant: 

L. Stacy Weaver, Jr. 
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RECOPIMENDED 
ORDER 
GRANTING 
FRANCHISE AND 
APPROVING 
RATES 

Buil.ding, I 
Carolina, on 

McCoy, Weaver, Wiggins, cleYeland & Raper 
lttorneys at Law 
Post Off·ice Box 1688 
Fayetteville, North Carolina 28302 

For the Commission Staff: 

Maurice w. Horne 
Assistant Commission Attorney 
Post Office Box 991 
Raleigh, North Carolina 27602 

RONEY, HEA:RING COMMISSIONER: 
above-captioned matter was filed 
Utilities Commission on February 

The Application 
with the North 

20, 1973. 

in the 
Carolina 

By Order issued on March 6, 1973, the commission scheduled 
the Application for public hearing, and required that Public 
Notice of the hearing be giYen by the Applicant. Public 
Notice was published in Xhe Fayetteville Observer, 
Fayetteville, North Carolina, advising that anyone desiring 
to intervene or to protest the Application va·s requested to 
file their intervention or their protest with the Commission 
by the date specified in _the Notice. No interventions or 
protests were received by the Commission. 

The public hearing vas held at the time and place 
specified in the Commission's Order. Mr. Walter Moorman, 
Assistant secretary of Brookwood Water corporation, and Mr. 
J. S. Harper, President of Brookwood Water Corporation, 
appeared at the hearing as witnesses for the Applicant and 
presented testimony in support of the Application. No one 
appeared at the hearing to protest the Application. 
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Based on 
files and in 
nov makes the 

the information contained in the Commission's 
the records of this proceeding, the Commission 

following: 

FINDINGS OF FACT 

r. The Applicant, Brookwood Rater corporation, is a 
corporation duly organized under the laws of the State of 
North Carolina, and is authorized under its Articles of 
Incorporation to engage in the operation of public 
utilities, as defined in G. S. 62-3. 

2. The Applicant proposes to furnish water utility 
service in Springfield ?lace Subdivision, Cumberland county, 
North Carolina, and has filed a Schedule of Rates for said 
service. 

3. Springfield Place Subdivision is a 
Subdivision containing approximately 61 
approximately four streets in section One. The 
is located ten miles, North of Fayetteville on u. 
401, in Cumberland County. 

residential 
lots and 
subdivision 
S. Highway 

4. The Applicant proposes to initially install vater 
mains capable of serving approxim·ately 61 customers in the 
Subdivision. The APplicant proposes to meter the water 
service. 

5. The Applicant has entered into agreements securing 
ownership or control of the water system and of the site for 
the well. 

6. There will be an established market for water utility 
service in the Subdivision, and such serYice is not nov 
proposed for the subdivision by any other public utility, 
municipality, or property ovner association. There is a 
reasonable prospect for growth in demand for the proposed 
utility services in the Subdivision. 

7. The state Board of Health has approved the water 
system plans. 

8. The quality of the untreated water does not meet the 
a. s. Public Health service Drinking water Standards, as it 
contains excessive amounts of iron, but the Applicant will 
provide iron removal treatm~nt before furnishing water to 
any customers if the iron .content does not decrease to 
acceptable levels prior to that time. 

9. The Applicant holds franchises to provide water 
utility services in certain subdivisions, all being located 
within Cumberland County, North Carolina. The Applicant 
received approximately $80,700 revenues from its water 
utility operations in fiscal year 1971-

10. The proposed rates and charges are as follow: 
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KETERED ~ - (Residential service) 

Up to first 3,000 gallons per month - $4.50 minimum 
All oTer 3,000 gallons per month - S0.55 per 1,000 gallons 

CONNECTION CHARGES: $350.00 - TO be paid by Developer 

11- The Applicant has entered into agreements vhereby 
contributions-in-aid of construction in the Subdivision vill 
be paid by the building contractors or developers of the 
lots, and vill not be paid directly by the water custo■ers. 

J2. The Applicant lists its proposed total investment in 
the water utility plant in Springfield Place as 
approximately $80,700. 

13. The Applicant's arrange■ents 
service in Springfield Place are the 
those for the Applicant's other 
customer service by the Applicant in 
is satisfactory. 

for furnishing customer 
same arrangements as 

service areas, and said 
its other serYice areas 

Based on the foregoing Findings of Fact, the Hearing 
co■missioner reaches the following: 

CONCLUSIONS 

There will be a de~and and need for water utility service 
in Springfield Place subdivision which can best be met by 
the Applicant. 

The rates contained in Appendix "A" attached hereto are 
just and reasonable and should be approYed. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

1. That Brookwood Water corporation, is hereby granted a 
Certificate of Public convenience and Necessity to proYide 
water utility serving in Springfield Place Subdivision, as 
described herein and more particularly as described in the 
Application made a part hereof by reference. 

2. That this order in itself shall constitute the 
Certificate of Public Convenience and Necessity. 

3. That the Schedule of Rates in Appendix "A" attached 
hereto is hereby approved, and is hereby deemed to be filed 
with the Commission in accordance with G. S. 62-J38. 

q_ That Brookwood Water corporation shall ■aintain its 
books and records for Springfield Place subdivision in 
accordance with the Uniform syst~m of Accounts. 

5. That the Applicant is hereby cautioned that in the 
event the present arrangements for providing dependable and 
prompt maintenance and repair service are terminated, the 
Applicant shall immediately make alternate arrange■ents 
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which shall 
arrangements, 
commission of 

WATER AND SEWER 

be at least as reliable as the present 
and the Applicant shall immediately notify the 
such alternate arrangements. 

ISSUED BY ORDER OF THE C08ttISSION. 

This the 18th day 9f April, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES C088ISSION 
Katherine M. Peele, Chief Clerk 

APPENDIX "A" 
DOCKET NO. W-177, Sub 10 

Brookwood Water corporation 
Springfield Place Subdivision 

Cumberland county, Horth Carolina 

WATER RATE SCHEDULE 

METERED .Rl!IM (Residential ser•ice) 

Up to first 3,000 gallons per month - $4.50 nnimum 
All over 3,.000 gallons per 11100th - $0. 55 per f ,000 gal.Ions 

£Q.!!..l!!.~ION CHARGES: $350.00 - To be paid by De•eloper 

RECONNECTION CHARGES 

If water serYice cut off by utility for good cause 
[N.C.U.C. Rule R7-20(f)) $4.00 

If vater service discontinued at customer's request 
[N.c.u.c. Rule R7-20(g) J $2.00 

~ ~ .!!.!!l!: Twenty (20) days after date rendered 

Issued in accordance vith authority granted by the North 
Carolina Utilities Commission in Docket No. W-f77, sub 10 on 
April I B, 1973. 

DOCKET NO. W-388 

BEFORE THE NORTH CAROLINA UTILITIES C088ISSION 

In the Hatter of 
c & H Collection Agency, Inc., P. o. ) 
Box 5538, StatesYille, North Carolina) RECOMMENDED ORDER 
--Application for a Certificate of ) GRANTING CERTIFICATE 
Public ConYenience and Necessity to ) OF PUBLIC 
Furnish Water Utility Service in ) CONVENIENCE AND 
Spring Shore and North■ont Subdivi- ) NECESSITY AND 
sions, Iredell County, North ) APPROVAL OP RATES 
Carolina, and for Approval of Rates ) 
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HE~RD IN: The Commission Hearing Room, One West Horgan 
Street, Raleigh, North Carolina, on November 
15, 1973, at 11:00 a.m. 

BEFORE: Ben E. Roney, Hearing commisSioner 

APPEARJ\NCES: 

For the Applicant: 

William E. Crosswhite 
sowers, Avery & Crosswhite 
Attorneys at Lav 
P. o. Drawer 1226 
Statesville, NOrth Carolina 28677 

FOr the commission Staff: 

E. Gregory Stott 
Associate Commission Attorney 
North Carolina Utilities Commission 
P. o. Box 991 - Ruffin Building 
Raleigh, N~rth Carolina 

RONEY, HEARING COftHISSIONEB. By application filed vith 
the North Carolina Utilities co~mission on July 3, 1973 the 
Applicant, c & M Collection Agency, Inc., seeks a 
certificate of Public Convenience and Necessity to provide 
public utility water serTices in Spring Shore and North11ont 
Subdivisions, Iredell county, North Carolina, and approval 
of rates to be charged therein. 

By Order issued July 24, 1973, the Commission scheduled 
the matter for public hearing, required that the Applicant 
submit additional information pertaining to the application, 
and required that notice of the public hearing be given by 
the Applicant. The requisite public notice vas given in the 
Statesville Record~ Land■ ark and by personal service on 
customers by mail or by hand delivery. No one petitioned to 
interven.e nor protested in the matter at this time. 

Public hearing vas held at •the ti■e and place designated 
by prior Order. No one appeared at the hearing to protest 
the application. Evidence was given in this matter to the 
effect that Applicant may vant to go to a metered water rate 
at some later date. At this ti ■e Applicant ■ade motion to 
De allowed to amend his application to include metered rate 
charges of: 

First 3,000 gallons - $5.-00 minimum 
All Over 3,000 gallons - $1.00 per 1,000 gallons 

At the end of this evidence the record vas closed subject to 
being reopened on the request of some affected party after 
receiving notice of the amended proposed rates. 
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Timely protests were recei•ed from the Spring Shore 
Homeowners• Associatioµ protesting the installation of water 
meters and the proposed metered rate schedule. At this time 
the Commission set this matter for further hearing on 
November 15, J973, in the Commission Hearing Room, Ruffin 
Building, One West Morgan Street, Raleigh, North Carolina. 

The Protestant (Spring Shore Homeowners• Association) 
offered the testimony of !r. Jesse E. Oates. Hr. Oates 
presented a petition with twenty-eight (28) signatures of 
the residents of Spring. Shore Subdivision protesting the 
metered rates. Mr. Oates further testified that he thinks 
the rate increase would be too high and that the water 
system in its present condition is not rendering services 
that are worthy of higher rates. He further testified that 
there is an oral agreement between the home owners and the 
Applicant that the rates will remain at the present $5.00 
flat rate level. Mr. Oates testimony vas corroborated by 
Mr. Joe Graham. Testimony of ~r. Roger P. Dionne was 
tendered to corroborate- testimony giTen by the two previous 
witnesses. 

Applicant then offered testimony of Hr. Benny Daniel, 
President of C & K Collection Agency, Inc. Mr. Daniel 
teStified that be is .willing to provide water services at 
the present $5.00 flat-rate schedulei and that he is 
presently putting in meter boxes on all the hones but does 
not desire to connect meters to his system. Be further 
testified that he has completed all improvements that were 
requested of him by the North Carolina Board of Health. 
Coamission Staff Attorney cross-examined the witness 
concerning information submitted by the Applicant about the 
Applicant's vater utility operations generally. 

Based upon the information contained in the Terified 
application in the files of the Commission in this docket 
and the eTidence adduced at the public hearing; the Hearing 
Commissioner makes the following 

FINDINGS OP PACT 

1- That the Applicant is 
service to approximately fifty 
Shore and Northmont subdivisions 
month and proposes ultimately to 
(50 residential customers. 

currently furnishing water 
(50) customers in Spring 
at a flat rate of $5.00 per 
serve approximately 100 to 

2. That the Applicant is a duly organized and existing 
corporation under the laws of the State of North Carolina 
with its business address at P. o. Box 5538, Statesville, 
North Carolina. 

3. That 
subdivision 
approximately 
Statesville. 

Spring Shore subdivision is a 
currently under development 

residential 
located 

City of eight miles southwest of the 
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q_ That Northmont Subdivision is a residential 
located 

li■l. ts of 
subdiTision 
approximately 
StatesTille. 

currently under deTelopment 
a mile northwest of the city 

5. That no other public utility, municipality, or 
mem~ership association currently proposes to pro•ide vater 
service in the Applicant's proposed service area. 

6. That the vell sites and plans for the design of the 
proposed vater system haTe been approTed by the state Board 
of Health. 

7. That Applicant is presently pro•idiilg 
vhich are satisfactory to the residents 
mentioned subdi•isions and will provide 
~umbers of the repair service. 

repair serTices 
of the above

the telephone 

8. That the proposed flat rate level, $5.00 per month, 
is acceptable to both c & M collection Agency, Inc., and the 
customers in the Nortbmont and Spring Shore Subdivisions, 
and they are herein found to be just and reasonable. 

Whereupon the Hearing Con■issioner reaches the following 

CONCLUSIONS 

There is a demand and need for public utility vater 
service in the service area proposed by the Applicant. The 
proposed rates are justified and reasonable and the 
facilities and source of supply, which the Applicant 
proposes to operate and improve as the demand grows and to 
so inprove in accordance with the requirements of the 
Commission, should be adequate to supply the reasonable 
demand of the customers for domestic water service in the 
proposed service area. 

The Hearing Commissioner concludes that the present and 
above-mentioned arrangements for repair service should be 
adequate to the needs of the Applicant's custoners, but that 
in the event any change in the repair arrangements should 
become necessary, Applicant should promptly nake a new 
arrangement equally as satisfactory as the existing one. 
And that it is the continuing duty of Applicant to keep its 
customers currently advised of the sources from which they 
should seek and to whom they could look for repair services. 

IT IS, THEREFORE, ORDERED: 

I• That a Certificate 
Necessity be, and hereby is, 
authorizes the Applicant to 
providing water service in 
Subdivisions. 

of Public convenience and 
granted. Said certificate 
operate as a public utility 

Spring Shore and Northmont 

2. That this Order vill, of itself, constitute the 
Certificate of Public Convenience and Necessity. 
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3. That the schedule of rates attached hereto as 
Appendix 11 11.11 be, and the same hereby is, approved. Said 
schedule of rates is hereby deeaed to be filed with the 
Commission pursuant to G. s. 62-138 and will become 
effective on the next regular billing upon one day•s notice 
to the customers. 

4. That Applicant vill continue to install meter boxes 
at each of his houses built in the Northmont and Spring 
Shore subdivisions in case the event arises that someday it 
vill be deemed necessary to go to a metered water serYice in 
this area. 

5. That the books and records of the Applicant shall be 
kept in accordance vith the rules and regulations of· the 
North Carolina Utilities comaiss~on and according to such 
reasonable guidelines as the staff may recommend. 

ISSUED BY ORDER OF TRE COffftISSION. 

This the 28th day of November, 1973. 

NORTH CAROLINA UTILITIES COBHISSION 
Katherine M. Peele, Chief Clerk 

(SEAL) 

APPENDIX hA, 11 

c & ff Collection Agency, Inc. 
Spring Shore subdiYision, Iredell county 

Northmont Subdivision, Iredell County 

WATER BATE SCHEDULE 

METERED ill]_§ (RESIDENTIAL SERVICE} 

FLAT RATE: $5.00 per month 

CONNECTION CHARGES - $100.00 

RECONNECTION CHARGES 

If 

If 

water service cat off by utility for good cause 
[N.C.U.C·. Rule B7-20(f)] 

water serYice discontinued at customer's 
[ti.c.u.c. Rule R7-20(gJ] 

~ DOE: On Billing Dat~ 

$ij.00 
request 

$2.00 

Issued in accordance vith authority granted by the Horth 
Car,olina utilities Commission in Docket Ho. W-388. 
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DOCKET HO. W-361 

BEFORE THE NORTH CAROLINA UTILITIES coaaISSION 

In the Katter of 
Application by Carolina Forest Utilities,) 
Inc., P.O. Box 709, Troy, North Carolina) RECOMMENDED 
for a Certificate of Public Convenience· ) ORDER GRANTING 
and Necessity to ProTide Water Utility ) FRANCHISE AND 
Service in Carolina Forest Subdivisio•n, ) APPROVING RATES 
Kontgomery County, North Carolina, and ) 
for Approval of Rates. 

HEARD IN: Commission Library, Ruffin Building, one West 
Morgan street, Raleigh, North Carolina, on 
January q, 1973, at 11:00 A. M. 

BEFORE: Hugh A. Wells, Commissioner 

APPEARANCES: 

For the Applicant: 

J. Ruffin Bailey, Esquire 
Bailey, Dixon, Wooten and ftcDoµald 
Attorneys at Law 
Pe -0. Box 2246, Raleigh, North Carolina 27602 

For the commission Staff: 

William E. Anderson, Esquire 
Assi~tant Commission Attorney 
North Carolina Utilities Commission 
P. o. Box 991 . 
Raleigh, North Carolina 27602 

WELLS, HEARING COMMISSIONER. On October 26, 1972, the 
Applicant, Carolina Forest Utilities, Inc., filed an 
application with the North Carolina Utilities coanission for 
a Certificate of Public convenience and Necessity to provide 
water utility ser•ice in Carolina Forest subdi•ision, 
Kontgo~erY County, Horth Carolina, and for approval of 
rates. 

By Order issued on November 20, 1972, the Commission 
scheduled the application for public hearing, and required 
that Public Notice be given by the Applicant. Public Notice 
was furnished to each customer in Carolina Forest 
Subdi•ision by the Applicant, and vas published in The 
Hontgo■ery Herald, Troy_, Horth Carolina, ad•ising that 
anyone desiring to intervene or to protest the application 
vas required to file their intervention or protest vith the 
Commission by the date specified in the Notice. 

Approximately ten (10) letters vere received by the 
Commission staff from owners of· property in Carolina Forest 
Subdivision protesting the fact that they would be asked to 
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pay the proposed vater rate even if no water vas used. The 
rate would be, in effect, an availability charge in the case 
of those who use no vater. 

The public hearing vas held at the time and place 
specified in the commission 1 s Order. At the hearing, the 
Applicant offered as witnesses ~r. Roy D. Baker, Vice 
President of the Applicant, and ftr. ~or ■an R. cox of the 
engineering firm of Hedrick-Cox-Associates, Inc., Cleveland, 
Ohio. Kr. Baker presented evidence that each property owner 
who filed· a protest letter had agreed to pay to the 
Applicant an estimated vat~r and availability charge of 
$60.00 per year or whatever charge was approved by this 
Commission. Copies of signed contracts to this effect were 
submitted as eTidence for each of the customers from vhom 
writ t·en protests were received. 

Based on 
files, and in 
nov makes the 

the information contained in the Commission 
the records of this proceeding, the Commission 
following 

FINDINGS OF FACT 

1. The Applicant, Carolina Forest Utilities, Inc., is a 
wholly-owned subsidiary of Russvood, Inc., and is a duly 
organized corporation und~r the lavs of the state of North 
Carolina. Carolina Forest Oti~ities, Inc., is authorized 
under its Articles of Incorporation to engage in the 
operation of public utilities as defined in G. S. 62-3. 

2. The Applicant proposes to furnish vat er 
service in Carolina Forest Subdivision, Montgomery 
North Carolina, and has filed a schedule of rates 
serYice. 

utility 
county, 

for said 

3. Carol.ina Forest is a recreational development on Lake 
Tillery containing approximatel·y I, I 00 lots and 
approximately 40 streets. The subdiTision is located on 
State Road No. f JSO approximately 10 miles east of 
Albemarle, North Carolina. 

4. There will be an established market for water utility 
service in the subdivision, and such services are not no-w 
proposed for the subdivision by any other public utility, 
municipality, or membership association. There is a 
reasonable prospect for growth in demand for the proposed 
u.tility services in the subdiyision. 

5. The system consists of two wells, a 1so,ooo gallon 
storage tank, and associated equip ■ent and mains. 

6. The Applicant is the owner of the well sites and 
controls the rights-of-way for all distribution mains. 

7. The water system plans are approYed by the state 
Board of Health. 
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8. The Applicant proposes to serve three (3) coaaercial 
customers and approximately 950 residential custo■ers. The 
coa■ercial custoaers are to be aetered. The Applicant 
proposes to aeter water service at the present time only for 
those residential custoaers installing swia ■ing pools. 

9. The Applicant proposes to charge its custoaers a 
rate of $60.00 per year whether the customer actually 
any water or not. Each customer would pay $60.00 per 
regardless of the nuaber of lots he owns. 

flat 
uses 
year 

10. Contracts we r e signed by all property owners in which 
they agreed to pay a water availability charge to the 
Applicant, subject , however, to the approval of any s uch 
proposed charges by this Coaaission. 

I 1. Carolina Forest Utilities , Inc., has aade no water 
charges to the property owners prior to the hearing. 

12. A representative of the Applicant in Albemarle, North 
Carolina, has been designated to handle the maintenance and 
service problems which may arise. The custoaers will be 
furnished with an eaergency telephone nuaber and an 
alternate nuaber by which service probleas may be handled on 
a 7-day per week , 24-hour per day basis. 

CONCLUSIONS 

There is a demand and need for water utility service in 
Carolina Forest Subdivision which can best be ■et by the 
Applicant. The Applicant's arrange■ents for providing 
maintenance and repair service to the Carolina Forest 
Subdivision are acceptable. 

The rates and charges as proposed by the Applicant are 
discriminatory, unjust and unreasonabl e and cannot be 
allowed. In the first place, Applicant proposes a charge 
for service availability, as opposed to charging for service 
rendered, in that each property ~ would pay a flat 
quarterly fee whether or not the o wner had actually become 
an active water customer, this proposed "avtilability" 
charge being in addition to a $300.00 initial contribution 
required of each property owner. The proposed 
" availability" charge would be the same for each property 
o wner regardless of the number or location of l ots owned, 
which is c l early discriminatory. We conclude, therefore, 
that the Applicant ■ay begin charging for water service only 
wh en the owner of the individual preaises has beg un use of 
water thereon and that a separate charge must be levied for 
each premises upon whic h water use takes place. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

(I) That the Applicant, Carolina Forest Utilities, Inc., 
is hereby granted a Certificate of Public Convenience and 
Necessity in order to provide water utility servi ce in 
Carolina Forest Subdivision , as described herein and more 
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particularly as described in the application mad
0

e a part 
hereof by reference. 

(2) That this Order in itSelf shall constitute the 
Certificate of Public Convenience and Necessity. 

(3) That the Schedule of Rates attached hereto as 
Appendix "A" is hereby approved, and that said Schedule of 
Rates is hereby deemed to be filed with the commission 
pursuant to G. s. 62-(38. Rates and charges pursuant to 
said schedule shall not be levied until water service is 
applied for ·and furnished to the customers• premises. 

(4) That the Applicant shall maintain his books and 
records in such a manner that all the applicable items of 
information required in the Applicant's prescribed Annual 
Report to the Commission can be readily identified from the 
books and records, and can be utilized by the Applicant in 
the preparation of said Annual Report. 

(5) That the Applicant is hereby ·cautioned that in the 
event the present arrangements for providing dependable and 
prompt maintenance and repair service are terminated, the 
Applicant shall immediately make alternate arrangements 
which shall be at least as reliable as the present 
arrangements, and the Applicant shall immediately notify the 
commission of such alternate arrangements. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 25th day of January, I 973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

APPENDIX 11 A11 

ca~olina Forest utilities, Inc. 
Carolina Forest Subdivision 

Montgomery county, North Carolina 

WATER RATE SCHEDULE 

METERED RATES (residential service): 
s1.so per 1000 gallons with $15.00 per quarter minimum 

METERED B.A!M (commercial Service): 
ti.so per 1000 gallons with $(5.00 per quarter minimum 

FLAT fil™ (residential service): 
Minimum rate under metered rates until such time as meters 
are installed for all customers, except all customers with 
swimming pools will be metered immediately. 
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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 

BILLS PA.'ST DUE: Twenty-five (25) days after date rendered 

Issued in accordance with authority granted by the North 
Carolina Utilities Commission in Docket No. ~-361. ~anuary 
25, I 973. 

DOCKET NO. W-361 

BEFORE THE NORTH CAROLINA UTILITIES COHHISSION 

In the Matter of 
Application by Carolina Forest Utilities, ) 
Inc., P. a. Box 709, Troy, North Carolina, ) 
for a Certificate of Public convenience ) 
and Necessity to Provide Water Utility ) FINAL ORDER 
service in Carolina Forest subdivision, ) 
Montgomery County, North Carolina, a~d for) 
Approval of Rates. ) 

HEARD IN: (ON REHEARING). Hearing Room of the 
Commission, Ruffin Bui1aing, One West Horgan 
Street, Raleigh, North Carolina, on Hay 24, 
1973, at 10:00 A.H. 

BEFORE: Chairman Marvin R. 
Commissioners John w. 
Roney. 

Wooten (Presiding) , 
McDevitt and Ben E. 

APPEARANCES: 

For the Applicant: 

J. Rufiin Bailey, Esquire 
Ralph McDonald, Jr., Esquire 
Bailey, Dixon, Wooten and ncoonald 
P. a. Box 2246, Raleigh, Horth Carolina 27602 

For the Commission Staff: 

WilliaA E. Anderson, Esquire 
Assistant Commission Attorney 
North Carolina Utilities Commission 
Ruffin Building 
Raleigh, North Carolina 27602 

BY THE COMMISSION. The Application of Carolina Forest 
Utilities, Inc., came on for hearing as designated and 
published on January 4, 1973, before Commissioner Hugh A. 
Wells vho issuea a Recommendea oraer in the cause on January 
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25, 1973, granting the franchise as requested and approving 
the proposed rate of srs.oo per quarter to the extent that 
said rate vould be charged to actual water customers but 
disapproving the ApplicatiOn to the extent that it proposed 
-the charging of said water rates to all lot owners in the 
subdivision whether the customer actually uses vater or not. 

The Applicant filed Exceptions to said Recommended Order 
on February B, 1973, prior to the Recommended Order becoming 
effective and final on February 14, (973. The Applicant 
prayed for approval of the availability charge as applied 
for and the opportunity to be heard on the Exceptions in 
oral argument. By Order isSued on February (5, 1973, the 
Commission set the matter for oral argument and the 
Applicant's arguments were heard at the time and place 
designated, following which the commission issued its Order 
by vhich a majority affirmed and adopted the Recommended 
Order with Wooten, Chairman, dissenting. 

On April 13, 1973, the Applicant filed Exceptions to the 
final order of the Commission and gave notice of appeal to 
the North Carolina Court of Appeals. The Applicant 
contemporan~ously filed a Motion pursuant to G. s. 62-90(c} 
for a further hearing and consideration before the 
Co3mission which vas allowed by order issued April 25, 1973. 

The matter came on for fu~ther presentation of evidence 
and oral argument on May 24, 1973, at which time the 
Applicant offered the testimony of Mr-. Roy D. Baker and two 
additional exhibits consisting of estimated J2 months' 
income statements based on, alternatively, 37 water 
customers and 1,076 water customers. 

Based upon the further hearing the Commission makes the 
following additional 

FINDINGS OF FACT 

1- That Applicant's projection of number of customers 
has ranged from 950 customers to 1,076 customers. Total 
contributions in aid of construction will be received by the 
utility company in the amount of $300 per lot (1,076 X $300 

$322,800), to cover the utility company's total plant 
investment of $312,33(.62 (including the $51,128 elevated 
storage tank) which comprises the total investment in 
utility plant except for one additional pumping station, 
grading, seeding, and fencing around the pump station and 
storage tank vh.ich will not appr~ciably increase the total 
plant investment. Accordingly, the utility•s stockholders 
vill have no investment for which fair value can be 
ascertained for rate base purposes. 

2. That the Applicant's proposed depreciation expense of 
$7,292 is inappropriate inasmuch as it is largely based upon 
contributed plant not provided and financed by the utility 
company and which the utility company, therefore, has no 
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right to include within the rate base or in rate of return 
calculations. 

3. That the 
amount of s1,soo 
tvo maintenance 
employee. 

Applicant.• s esti•ated payroll taxes in the 
are based upon the excessiTe eaploy■ent of 
■en, one secretary and one management 

4. That the inclusion of an operating expense ite■ for 
financing the storage tank is inappropriate. 

5. That the North Carolina Utilities Co■■ission 
Statistical and Analytical Beport for I 971 published and 
issued on Barch 30, )973, ·of which judic~al notice is taken 
herein, indicates that aYerage operation and ■aintenance 
expenses for Class B water co■panies in North Carolina 
during the 1971 period vas $65.07 per custo■er. Based upon 
the statistical average the operation and •aintenance cost 
to proYide serYice to 37 customers would be $2,qo7. An 
estimated figure of $70.00 per custo■er would amply allow 
for inflation. A reasonable estimated operation and 
maintenance expense at the leYel of $70.00 per customer 
would produce total operation and maintenance expense of 
$2,590, compared to revenues of $8.790 based on present 
customers. 

Whereupon the Commission reaches ·the following 

CONCLUSIONS 

This is a case of first impression in which the Applicant 
seeks Commission appro•al of a tariff provision pursuant to 
w~ich the utility company will bill all property ovnersr 
whether actual water customers or notr a minimuffl rate of 
$5.00 per month. This flat rate payable by nonusers has 
been called an "availability charge". 

The availability charge is a novel rate device not 
heretofore employed by any regulated utility within the 
State of North Carolina. The Applicant contends that the 
availability charge is essential to its operation of a 
public utility water system in a recreational subdivision 
vbere the building of residencesr and actual demand for 
vaterr will occur at an extremely lov annual rate. 

According to G. s. 62-t 30r "The Commission shall nake. 
fixr establish o~ allow just and reasonable rates for all 
public utilities subject to its jurisdiction." A rate is 
defined in G. s. 6273.(24) as 

"· •• compensationr charger fare. tariff. scheduler toll. 
rentalr and classificationr or any of themr demandedr 
observedr charged or collected by any public utility for 
any servicer product or commodity offered by it to the 
publicr ana any rulesr regulationsr practices or contracts 
effecting any such compensationr charger farer tariff. 
schedule. tollr rental or classification." 
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In the case of Forest Hills Utiliti Company~- .fil!£ Qf 
Ohio, 31 Ohio st. 2d 46 ((972), the Ohio Supreme Court held 
that it would be unreasonable and unlawful for the Ohio 
Public Utilities Commission to impose an availability charge 
on nonusers of a utility. This case constitutes the only 
presently existing appellate decision on availability 
charges. 

Our consideration herein must be based on more, however, 
than a discussion of the legality of the availability charge 
as a matter of principle or theory; ve must consider also 
whether the Applicant has established its need for the 
revenues which would be produced by our imposition of such a 
charge as a part of the Applicant's tariff. 

Under general ratemaking theory this Commission must 
establish such rates as vill produce sufficient annual 
revenues to co•er operating and other expenses and produce a 
net operating income vhich constitutes a fair rate of return 
on the utility's property dedicated to public service. In 
such a manner the utility's shareholders are eventually 
compensated for having so dedicated their property. The 
Applicant, however, has financed the construction of its 
water utility plant primarily through the device of a "tap 
fee" paid by the potential customers (and to some extent by 
the developer), amounting to a contribution in aid of 
construction. 

The plant is thus largely contributed by the potential 
users rather than dedicated by the stockholders. The total 
investment in utility plant in the amount of approximately 
$312,000 has been or vill soon be amply covered by the $300 
contribution in aid of construction by each of the 1,076 
property owners or potential customers. In contributing to 
development of the plant the nonusers ha•e already, in one 
sense, paid £Or the availability of the utility system. The 
availability charge is not proposed as a contribution in aid 
of construction; rather, the Applicant proposes to treat the 
availability charge revenues as identical to revenues 
received from aCtual water users, considering persons who 
pay the availability charge as well as vater users paying 
the flat rate to be "customers" from whom annual revenues 
a re produced. 

The Applicant has constructed a well-designed, vell
engineered, "first rate" facility. It is apparent that in 
its zeal to establish operating procedures and personnel of 
a comparable guality,· hovever, the Applicant has 
substantially overestimated the annual operating expenses 
essential to the operation of this utility. It proposes a 
grandiose scheme of operations entailing a nu■ber of 
maintenance personnel, a full time secretary, computerized 
bookkeeping and high paid management talent, all of vhich is 
patently excessive and unnecessary to the operation of a 
utility system serving 37 customers. In comparing its 
estimated income statements, it is apparent that the 
Applicant has prepared its figures on the basis of there 
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being little difference between providing utility operations 
for over a 1,000 customers on the one hand and for a handful 
of customers on the other. 

In support o"f its proposed availability and water usage 
rates, the Applicant offered estimated annual income 
statements based on 1,076 customers on the one hand 
considering all property ovners as customers and 37 
customers on the other hand referring only to actual water 
users. The Applicant's estimated annual operating expenses 
are $57,609 to service 1,076 customers compared vith $54,493 
to serve 37 customers. The estimated income statements 
consist of estimated operation and maintenance expenses and 
actual figures for depreciation and ad valorem taxes. 
Included in the operating expenses is an item entitled, 
"lease payments on stor.ige tank 11 in the· amount of $20, I 03. 
This item should be capitalized rather than expensed over a 
period of three years (even if it were to be properly 
treated as an expense item it would be amortized over the 
expected life rather than a three year period). When so 
capitalized, the total value of the utility plant 
represented by the storage tank becomes a part of ·the rate 
base upon which the utility would expect to earn a return, 
except to the extent to which this plant addition has been 
paid for by vay of the $300 contribution in aid of 
construction received by the utility per customer. 

There is no operating experience from which to ascertain 
the Applicant's true·expense figures; the employees have not 
been hiredi there are no books to audit. The Applicant's 
estimates are substantially excessive, and we do not find 
them to be ·persuasive. Based upon re•enues from the actual 
customers only and the statistical expense figure, as 
adjusted, found reasonable above, . the Applicant vill 
experience annual revenues of $8,790 and operating expenses 
of $2,590 during the next calendar year, producing net 
operating income of $6,200 whi'ch will cover the ad valorem 
taxes of S!,638 and leave a reasonable margin available for 
payroll taxes. 

It may.well be that in cases of this sort where the plant 
installed is substantially more extensive than that required 
to ser•e the reasonably foreseeable number of custo111ers-, 
there may be some validity to the operating and maintenance 
charges being• somewhat -higher than would be true for a 
smaller utility. Suffice it to say, however, that the 
Applicant's estimates ha•e fai1ed to provide sufficient data 
from which we can determine the extent to which higher 
operating costs would be reasonable. We ha•e made some 
allowance for those higher costs in the figure of $70 per 
customer as a reasonable estimate of expenses. Also, other 
questions arise such as the extent to which the plant not 
currently necessary to serve present customers is excessive 
plant ana should therefore be excluded from rate of return 
calculations and considerations. The facts in this case, 
hoveyer, are not sufficient to support findings in that area 
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of inquiry and we do not reach any decision on that question 
here. 

Re conclude that the Applicant has failed to justify the 
revenue requirements upon which the aYailability charge is 
based. We are further, hovever, of the opinion that such a 
charge is not appropriate as part of a utility tariff. 
There is no legal basis for charging utility rates to 
persons who are not actually receiving the servi'ce. We 
consider the proposed charge to be doubly defective in this 
case, and reaffirm the order. disapproving it. 

There has been considerable discussion in these hearings 
regarding the applicability of the availability charge to 
lot owners vho owned multiple lots, whether contiguous or 
separate; as it stands the Applicant has indiCated his 
desire to be governed by the Commission on this point, but 
the problem is moot in view of the foregoing. 

Contracts for utility service are merely an extension of 
the tariff on file with this commission, and their terms 
cannot vary from the tariff provisions. Accordingly, the 
Applicant offered its potential customers contract terms 
which were subject to the approval of this Commission. The 
contracts ·and the form requests for water service preYiously 
signed were inextricably intertvinea with the real estate 
transactions. We conclude that the utility should, upon 
final approval of a tariff herein, .provide its customers and 
potential customers copies of said tariff and give the 
potential customers an opportunity to request water service, 
if they desire it, in light of the tariff ultimately 
approved. The ut-ility should then charge its monthly rate 
only to present actual customers plus those persons vho 
subsequently apply for service (on new application forms 
clearly indicating their intention to request service} and 
are actually furnished service; in this context being 
11 furnished 11 service means that the user has actually tapped 
onto the line, vith his own plumbing, whether it be 
residential plumbing or merely a yard faucet through which 
water may be supplied without further plumbing being added. 

IT rs, THEREFORE, ORDERED: 

1- That 
Recommended 
25, f 973, 
commission, 
herein. 

the Findings of Pact contained 
Order of commissioner Wells issued on 
be and are hereby adopted as the Findings 
as supplemetited -by the Pin dings set 

in the 
January 

of the 
forth 

2. That the Applicant's method of financing construction 
of the system by meanS of contributions in aid of 
construction, or tap fees, payable by potential water 
customers, either as a separate charge or as part of the 
purchase price, be and hereby is, approved. 
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3. That the Schedule of Rates, or tariff, established in 
said Recommended Order be, and hereby is, republished as 
amended to reflect commission approTal of the tap fees. 

Q. That the Applicant's proposal 
vater service not provided them, or for 
thereof be, and hereby is, disapproved. 

to bill nonusers for 
the "availability" 

5. That said Recommended Order as supplemented herein, 
and hereby, is affirmed and adopted as the Order of this 
Commission final and effective as ,of this date. 

6. That the Applicant be, and hereby is, directed to 
provide its potential vater customers with copies of the 
tariff approved herein and to provide those potential 
customers who desire to receive actual water service on 
their premises with nev applications for water service, the 
prior applications being specifically disapproved herein 
except as they relate to customers presently receiving water 
service. 

ISSUED BY ORDER OP THE COMMISSION. 

This the 28th day of June, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COHHISSION 
Katherine M. Peele, Chief Clerk 

Wooten, chairman, dissents for reasons set forth in 
Dissenting Opinion dated Karch 14, 1973. 

APPENDIX "A" 
carolina Forest Utilities, Inc. 

Carolina Forest subdivision 

WATER RATE SCHEDULE 

METERED RAT!§ (Residential Service) 

$1.50 per 1,000 gallons with $15-00 per quarter minimum. 

METERED fil1.M (Commercial Service) 

$1.50 per 1,000 gallons with s1s.oo per quarter minimum. 

~ RATES (Residential Service) 

Minimum rate under metered rates until such time as meters 
are installed for all customers, except all customers with 
svinning pools will be metered immediately. 
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CONNECTION CHARGES 

contribution in aid of construction in 
tap fee payable contemporaneous with 
separate charge at time of actual tap. 

the amount of $300 
lot purchase; no 

RECONNECTIQR £~ 

If water service cut off by utility for good cause 
[N.c.u.c. Rale R7-20 (fl J $4.00 

If water service discontinued at customer's request 
[N.c.u.c. Rule R7-20(g) J $2.00 

~ ~ ~= Twenty-five (25) days after date rendered. 

Issued in accordance vith authority granted by the North 
Carolina Utilities commissioh in Docket No. W-361 on June 
28, (973. 

DOCKET NO. W-358, SUB f 

BEFORE THE NORTH C~ROLINA UTILITIES COMMISSION 

In the natter of 
Application by Portis Enterprises, Inc.,) 
P. o. Box 485, King, North Carolina, for) 
a Certificate of Public CODYenience and ) RECOHHENDED 
Necessity to Provide Sever Utility Ser- ) ORDER GRANTING 
vice in Bri~rvood subdivision, stokes ) FRANCHISE AND 
County, North Carolina, ~nd for Approval) APPROVING BATES 
of Bates ) 

HEARD IN: 

BEFORE: 

APPEARANCES: 

Commission Hearing Room, Ruffin 
West Morgan street, Raleigh, North 
Hay 23, 1973, at 2:00 P. n. 

Hearing Comm_issioner Ben E. Roney 

For the Applicant: 

Richard E. StoTer 
Attorney at Lav 

Building, I 
Carolina, on 

P. o. Box 564, King, Horth Carolina 27021 

Por the commission Staff: 

Haurice w. Horne 
Assistant Commission Attorney 
P.a. Box 991, Raleigh, North Carolina 27602 

RONEY, HEARING COHHISSIONER: 
above-captioned matter vas filed 
Utilities co■mission on Harch 30, 

The Application in the 
vith the North Carolina 
(973. 
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By Order issued on Aprii 2Q, 1973, the commission 
scheduled the Application for public bearing, and required 
that Public Notice of the hearing be given by t~e Applicant. 
Public Notice was furnished to each customer in Briarwood 
Subdivision by the Applicant, and vas published in The King 
Times-Nev§, King., North Carolina, advising that anyone 
desiring to intervene or to protest the Application was 
requested to file their intervention or their protest with 
the Commission by the date specified in the Notice. No 
interventions or protests were received by the Commission. 

The public hearing was held at the time and place 
specified in the Commission's Order. Hr. R. E. Shelton, 
President of Fortis Enterprises, Inc., appeared at the 
hearing as a witness for the Applicant and presented 
testimony in support of the Application. No one appeared at 
the hearing to protest the Application. 

Based on the information contained in the Comnission•s 
files and in the records of this proceeding, the Commission 
nov makes the following: ' 

FINDINGS OF FACT 

I• The Applicant, Fortis Enterprises, Inc., is a 
corporation duly org-anized under the lavs of the State of 
North Carolina, and is authorized under its Articles of 
Incorporation to engage in the operation of public 
utilities, as defined in G. S. 62-3. 

2. The Applicant proposes to furnish 
in Briarwood subdivision, Stokes 

and has filed a Schedule of 
service 
Carolina, 
service. 

sever utility 
county, North 

Rates for said 

3. Briarwood Subdivision is 
consisting of approximately four 
137 lots. The subdivision is 
near ftt. OliTe in Stokes county. 

a residential subdivision 
streets and approximately 
located on State Highway 66 

q. The Applicant has 
ownership or control of the 
the sewage treatment plant. 

entered into agreements securing 
sever system and of the site for 

5. The Applicant holds ·a fratichise to provide water and· 
sever utility service in Walnut Tree Subdivision in Stokes 
County, North· Carolina, and it furnishes water and sever 
utility service to approxiaately 118 customers and will 
receive approximately $17,000 annual revenues from its water 
and sever utility operations. 

6. The annual revenues, based on the proposed flat rate 
and on 137 customers will be approximately $9,860. 

7. The Applicant estimates its net investment in sever 
utility plant will be approximately $135,000, based on an 
unverified statement contained in the Application. 
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8. The sewerage system plans are approTed by the State 
Office of water and Air Resources. 

9. The A pp lie ant has. full time employees vho are 
responsible for providing maintenance and repair service to 
the sever system in the subdiTision. 

Based on the foregoing Findings of Fact, the Hearing 
Commission reaches the following: 

CONCLUSIONS 

There vill be a demand and need for sever utility service 
in Briarwood subdivision which can best be met by the 
Applicant, and such services are not now proposed for the 
subdivision by any other public utility, municipality or 
property owner's association. 

The Applicant's present 
maintenance and repair service 
Briarwood is acceptable. 

arrangement for providing 
to its sever systems in 

The initial rates approved b·y the Commission for sever 
utility service in Briarwood subdivision .should be those 
contained in the schedule of Rates attached hereto, which 
rates are not in excess of those rates found to be 
reasonable for similar public sever utilities under average 
operating conditions, and which are concluded to be just and 
reasonable for the services described herein. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

1. That the Applicant, Fortis Enterprises, Inc., is 
hereby granted a Certificate of Public Convenience and 
Necessity in order to provide sever utility service in 
Briarwood Subdivision, as described herein and more 
particularly as described in the Application made a part 
hereof by reference. 

2. That this Order in itself shall constitute the 
Certificate of Public Convenience and Necessity. 

3. That the Schedule of Rates attached hereto as 
Appendix 11 A" is hereby approved, and that said Schedule of 
Rates is hereby deemed' to be filed with the Commission 
pursuant to G. s. 62-138. 

4. That the Applicant shall maintain his books and 
records in.such a manner that all the applicable items of 
information required in the Applicant's prescribed Annual 
Report to the Commission can be readily identified from the 
books and records, and can be utili2ed by the Applicant in 
the preparation of said Annual Report. 

5. That the Applicant is hereby cautioned that in the 
event the present arrangements for providing dependable and 
prompt maintenance and repair service are terminated, the 
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Applicant shall i ■■ediately ■ake alt ernate arrange■ents 
which shall be at least as reliable as the present 
arrange■ents , and the Applicant shall i ■■ediately notify t h e 
Co■■ission of such alternate arrange■ents . 

ISSOED BT ORDER OP THE COIII\ ISSION . 

This the 6th day of June, f 973. 

NORTH CAROLINA UTILITIES COIIMISSION 
Katherine ft. Peel e , Chief Cl erk 

( SEAL) 

APPENDIX "A" 
DOCKET NO. W-3 58 , SOB I 
Portis Enterprises , Inc. 

Briar wood subdi • ision, Stokes County 

SEWER RATE SCREDOLE 

PLAT RATES: $6.00 per ■on th 

RECONNECTION CHARGES 

If se ver ser•ice cut off by utility for good cause 
(NCOC Rule f 0- 16f): $f5.00 

BILLS QUE on billing date 

BILLS fAST DOE - Tventy-fiYe (25) days after billing date 

BILLING shall be ■onthly , for ser•ice in arrears. 

Issued in accordance with authority granted by the North 
Carol i n a Otili ties Commission in Docket No. W- 358, Sub I on 
June 6 , 1973. 

DOCKET NO. W-266, SOB 5 

BEFORE THE NORTH CAROLIN A UTILITIES COl\!IISSION 

In the ftatter of 
Application by Ed Griffin Land Co■pany , 
P. o. Box 1374 , Matthews , North Carolina 
for a Certificate of Public Con• en i e nce and 
Necess ity to Pro•ide Se ver Utility Ser•ice 
in He■ by Acres and Beacon Hills, Onion 
County , North Carolina, and for Approval 
of Rates 

RECOMI\ENDED 
ORDER GRA NTING 
FRANCHI SE AND 
APPROVING 
RATES 

HEARD IN : Co■■ission Hearing Roo■, Ruffin Building, On e 
West !\organ street, Ra l eigh , North Carolina, on 
!lay 17, 1973 , at t 0 : 00 A. !I. 
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BEFORE: Chairman Harvin R. 
Commissioner John w. 
Ben E. Roney. 

Wooten, presiding, and 
McDevitt and Commissioner 

APPEARANCES: 

For the 'Applicant: 

David s. Dunkle 
Attorney at Lav 
Edwards & warren, Professional Association 
811 Johnston Building 
Charlotte, North Carolina 28202 

For the commission staff: 

Wilson e. Partin, Jr. 
Assistant commission Attorney 
P. o. Box 99 I 
Raleigh, North Carolina 27602 

HARVIN R. WOOTEN, CHAIRMAN: 
captioned matter vas filed with 
commission on March 27, f973. 

The application in the above 
the North Carolina Utilities 

By Order issued on April 24, 1973, the Commission 
scheduled the Ap.plication for public hearing, and reguired 
that public notice of the hearing be given by the Applicant. 
Public notice vas given as required in the Commission's 
Order, advising that anyone desiring to intervene or to 
protest the Application vas required to file their 
intervention or their protest vith the Commission by the 
date specified in the Notice. No interventions or protests 
were received. 

The public hearing vas held at the time and place 
specified in the commission's Order. Mr. Robert B. Adcock, 
Vice President of Ed Griffin Land Company, and Joseph 
warren, III, an attorney and accountant acting as adYisor to 
Ed Griffin Land Company, appeared at the bearing as 
witnesses for the Applicant and presented testimony in 
support of the application. Hr. David F. Creasy, Chief 
Engineer of the Water and sever section, appeared as a 
witness for the Commission staff and presented testimony 
concerning his evaluation of the Applicant•s plans for the 
sever utility operations. No one appeared to protest the 
Application. 

Based on the information contained in the Co■ mission•s 
files and in the record of this proceeding, the Commission 
nov makes the following: 

FINDINGS OF FACT 

1- The Applicant, Ed Griffin Land 
corporation duly organized under the lavs of 
North Carolina, and is authorized under 

company, is 
the State 

its Articles 

a 
of 
of 
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Incorporation to engage in the operation of public 
utilities, as defined in G. s. 62-3. The Ed Griffin Land 
Company is a wholly owned subsidiary of the Ed Griffin 
Company, which is the developer of Beacon Hills and Hem.by 
Acres. 

2. The Applicant proposes to furnish sever utility 
service in Beacon Hills and in Hemby Acres Subdivisions, 
Union county, North Carolina, and has filed a Schedule of 
Rates for said serYice. sun Valley Water Association, a 
non-profit corporation financed by the Farmers Home 
Administration, will furnish water service in both 
subdivisions. 

3. Beacon Hills Subdivision is a residential subdivision 
consisting of approximately 13 streets and approximately 304 
lots. The subdivision is located on County Road 1525, known 
as Stewarts Hill Foad, in Onion county. The subdivision is 
adjacent to Hemby Acres. 

4. He~by Acres is a residential subdivision consisting 
of approximately 14 streets and approximately 306 lots. The 
subdivision is located at the intersection of county Road 
1525, known as Stew.arts Hill Road, and County Road 1501, 
knovn as Tdlevild Road, in Union County. The subdivision is 
adjacent t.o Deacon Hills. 

5. The Applicant holds a franchise to furnish water and 
sever utility service in suburban Woods subdiYision, 
Mecklenburg county, and in Cabarrus woods subdivision, 
Cabarrus county, and it furnishes water and sever service to 
approximatel'y I 00 customers in said subdivisions. 

6. The Applicant will have a certified sever plant 
operator for its sewage treatment plant, and the certified 
operator or one of his assistants will be available on a 24-
hour per day, 7-day per week basis for emergency service. 

7. The Applicant has entered into agreements with the Ed 
Griffin Company whereby the Applicant will purchase the 
sever system in Hemby Acres and in Beacon Hills from the Ed 
Griffin Company at a price not in excess of the Ed Griffin 
Company's cost for construction of such facilities, which 
sum will be payable only out of the net profits computed 
before taxes, and only to the extent of 33 1/2i of the 
annual net profits of the Ed Griffin Land Company. The 
Applicant also represents in its application that the Ed 
Griffin Company will pay· a $350 per lot tap-on fee to the Ed 
Griffin Land Company. 

8. The Applicant has stipulated that any metered rates 
for sever utility service will be based on the vater 
consumption shown by meter readings from the Sun Valley 
Water Association. 

9. The provision in the Applicant's proposed 
specifying penalties for late payment in the a■ount of 

rates 
1-5~ 
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P?r. month on the unpaid balance, with a $.50 per month 
minimum, does not conform to the billing practices 
prescribed by the Commission, and such a proYision 
specifying "finance charges for late payment are 1% per 
month on the unpaid balance for bills still past due 25 days 
after billing date" would conform to the uniform billing 
practices prescribed in the Commission's Rule Rl2-9. 

10. The annual revenues, based on the proposed rates and 
on 600 customers at an average water consumption Of 6,000 
gallons per month per customer would be approximately 
$Sf ,840. The. annual revenues based on approximately 150 
customers would be approximately $12,960. 

I 1- The Applicant lists its anticipated original cost of 
sever plant for the 600 lots as approximately $436,000. The 
Applicant will collect approximately $210,000 in 
contributions in aid of construction in the form of tap fees 
for the 600 lots at $350 per lot, leaving a net investment 
of approximately $226,000 in the sever collection system and 
the treatment plant. Since the Applicant will not begin 
making payments to Ed Griffin company for the original cost 
of the sever system until the Applicant has an operating 
profit, the funds collected in tap fees may be used to 
defray any operating losses of the company in its early 
years of operation as well as for reimbursement of a portion 
of its investment in plant • 

. 12. The annual operating expenses for approximately 150 
customers as estimated by the Applicant appears to be 
excessive in comparison with certain operating ratios 
developed fiom the Commission's statistics for regulated 
water and sever companies contained in its 1971 Annual 
Report. In particular, the estimates for salaries, wages 
and labor, and for repairs and maintenance, appear to be 
more applicable to the full development of 600 customers 
than to the f 50 customers contained on the income statement. 

(3. The estimated annual revenue of $51,840 for 600 
customers; less the estimated operating expenses of $38,706, 
which appears to be most µearly applica~le to 600 customers; 
less the estimated annual depreciation of $10,917; leaves 
$2,217 net income before taxes. The $2,217 net income would 
provide a return of approximately 1.0% on the $226,000 net 
investment in the sever plant. 

14. The sever system plans are approved by the North 
Carolina Office of Water and Air Resources. 

Based on the foregoing Findings of Fact, the Commission 
reaches the following: 

CONCLUSIONS 

There will be a demand and need 
in Beacon Hills and in Hemby Acres 
best be met by the Applicant, and 

for sever utility service 
SubdiYisions which can 

su~h services are not now 
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proposed for the subdiYisions by any other public utility, 
■unicipality or property owners association. 

The Applicant's present 
■aintenance and repair serYice 
acceptable. 

arrange■ents for proYiding 
to its sever syste■s are 

The Applicant has the option of allowing Sun Valley Water 
Association to handle billing for sever serYice for the 
Applicant, or of obtaining the water ■eter readings fro■ sun 
Valley for the purpose of handling its ovn billing, or of 
billing on a flat rate. There would appear to be proble■s 
inYolYed in either of the options concerning ■etered rates, 
since sun Valley owns the ■eters and their ■eter reading and 
billing will be unregulated by the co■■ission. HoveYer, 
there will also be proble■s inYolYed in the option 
concerning flat rates, since the light user will be 
discri■inated against in faYor of the heaYy user, and there 
will be less restraint on the total a ■ount of sever serYice 
required eYen though the capacity of the sewage treat■ent 
plant is li■ited. It appears that ■etered rates will 
eli■inate any proble■s inYolYing undue discri ■ination and 
restraint on total sever serYice required, and that billing 
based on ■eter readings by sun Valley will be ■ore 
econo■ical for the Applicant and its custo ■ers. In the 
eYent of a dispute b etween a custo■er of the Applicant and 
the Sun Valley water Association concerning ■eter reading or 
billing for water serYice, which would also affect the sever 
billing, the Applicant could charge the ■ini■u■ charge 
established for sewer serYice if such dispute could not be 
resolYed, and the Co■■ission could then rule on any question 
that ■ight arise as to whether or not such ■ini■u■ charge 
vas appropriate for that particular situation. 

Under the proposed rates, the Applicant will apparently 
operate at a loss in the initial phases of its operation, 
bnt such losses should not be as great as esti■ated by the 
Applicant, and the actual a■ount of such losses can only be 
deter■ined to a reasonable extent by the Applicant's actual 
operating experience. HoveYer, the Applicant should be able 
to earn a profit on its operations as it approaches full 
capacity. 

The initial rates approYed by the co■■ission for sever 
utility serYice in Beacon Bills and He■by Acr es subdiYisions 
should be those contained in the Schedule of Rates attached 
hereto, which rates are found to be reasonable for the 
serYices described herein. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

f. That the Applicant, Ed Griffin Land Co■pany, is 
hereby granted a Certificate of Public ConYenience and 
Recessity in order to proYide sewer utility serYice in 
Beacon Hills and in He■ by Acres SubdiYisions, as described 
herein and ■ore partic ularly as described in the Application 
■ade a part hereof by reference. 
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2. That this order in itself shall constitute the 
Certificate of Public Convenience and Necessity. 

3. That the Schedule of Rates attached hereto as 
Appendix "A" is hereby approved, and that said Schedul.e of 
Rates is hereby deemed to be filed with the commission 
pursuant to G. s. 62-138. 

4. That the Applicant shall ■ aintain its books and 
records in such a manner that all the applicable ite■s of 
information required in the Applicant's prescribed Annual 
Beport to the Comaission can be readily identified fro■ the 
books and records, and can be utilized by the Appl.icant in 
the preparation of said Annual Report. 

s. That the Applicant is hereby cautioned that in the 
event the present· arrangements for providing dependable and 
prompt maintenance and repair service are terminated, the 
Applicant shall i ■mediately make alternate arrangements 
which shall be at least as reliable as the present 
arrangements, and the Applicant shall immediately notify the 
Commission of such alternate arrangements. 

ISSUED BY ORDER OF THE COHHISSION. 

This the 3fst day of August, 1973. 

(SEAL) 

H ETEBED .!!!!!§ 

NORTH CAROLINA UTILITIES COHHISSION 
Anne L. Olive, Deputy Clerk 

APPENDIX "A" 
DOCKET NO. W-226, SUB 5 
Ed Griffin Land Company 

Beacon Hills, Onion county 
Hemby Acres, Union county 

SEWER BATE SCHEDULE 

$ .90 per month per 100 cubic feet (or $1.20 per ■onth per 
I ,000 gallons) 

$2.10 pet month mini■um charge 

ll,_!l filil 

Bills exceeding ss·. 00 per 111.onth under the ■etered rates 
and which are in dispute as to the a ■ount shall be subject 
to a flat rate of $5.00 per eonth until the dispute is 
resolved.· Bills which are in dispute as to the a■ount and 
which do not exceed $5.00 per month under the getered 
rates shall be subject to the ■etered rate until the 
dispute is.resolTed. 
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CONNECTION CHARGES 

For sever service cut off by utility for good cause 
[ NCUC Rule R.f 0- I 6 (f) ] $ I 5. 00 

iILLS !!!!! on billing date 

lli1.§ PAST fil!.!! twenty-five· (25) days after billing date 

BILLING shall be ■onthly, in arrears. 

FINANCE CHARGES lQE. ~ PAY!ENT are one percent (J.0%) per 
m.onth on the unpaid balance for bills sti.11 past due 25 
days after billing date. 

Issued in accordance with authority granted by the Horth 
Carolina Utilities Co■m~ssion in Docket No. W-226, Sub 5 on 
August 3 J, 1973. 

DOCKET NO. i-274, SUB 10 

BEFORE THE HORTH CAROLINA UTILITIES COBBISSIOH 

In the llatter of 
Application by Beater ·utilities, In.c., 
Box 549, Cary, North Carolina, for a 
Certificate of Public Convenience and 
Necessity to.Furnish Water Utility 
Service in Lakewood ·Estates 
subdi"Yision·, Wake county, Horth 
Carolina, and for ApproYal of Rates 

RECO~BEHDED ORDER 
GRANTING 
CERTIFICATE OF 
PUBLIC 
CONVENIENCE AND 
NECESSITY AND 
APPROVAL OF BATES 

HEARD IN: Bearlng Room of the commission, Ruffin Building 
One West Korgan Street, Ra~eigh, North 
Carolina, on Wednesday, Kay 16, )"973 

BEFORE: Commissioner John w. !!cDevitt 

APPEARANCES: 

For the Applicant: 

Henry a. sink, Bsg. 
Attorney at Lav 
suite 508, First Federal Building 
Raleigh, North Carolina 

For the coamission staff: 

Wilson B. Partin, ·Jr.• Esq. 
Assistant Coamission Attorney 
Horth Carolina Utilities Coa ■ission 
Ruffin Building 
one West !!organ street 
Raleigh, Horth Carolina 27602 
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HcDEVITT, HEARING CORRISSIOHER: By Application filed vith 
the North Carolina Utilities Commission on Karch 20, 1973, 
the Applicant, Beater Utilities, Inc., seeks a Certificate 
of Public conYenience and Necessity to proYide public 
utility water service in Lakewood Estates Subdivision, Wake 
county, North Carolina,. and approTal of rates to be charged 
therein. 

By Order issued April 3, 1973, the Commission scheduled 
the matter for public hearing, and required that notice of 
the public hearing be given by the Applicant. The Requisite 
public notice vas given in The Raleigh Times. No one 
petitioned to intervene in the aatter or protested the 
Application. 

The public hearing vas 
designated by prior order. 
to protest the Application. 

held at the ti■e and 
No one appeared at the 

place 
hearing 

The Applicant vas represented.by counsel and offered the 
testimony of Mr. R. B. Heater, vho is the Applicant•s 
PreSident. The Commission Staff Attorney cross-examined the 
witness concerning the information submitted by the 
Applicant and the Applicant•s vater utility operations 
generally. 

Based upon the information contained in the Yerified 
Application in the files of the Coamission in this docket 
and the evidence adduced at the public hearing, the Hearing 
commissioner makes the following· 

I• That 
providing 
customers 
ultit!.J.ately 

FINDINGS OF FACT 

the Applicant is not at the present ti■e 
public utility water service to residential 
in Lakewood Estates subdivision, but it proposes 
to serve approximately 45 residential custo■ers. 

2. That the Applicant is a duly organized and E!xisting 
corporation under the lavs of the state of south Carolina 
vith its registered Horth carolina·office at Cary, North 
Carolina. 

3. That the Applicant's business address is 323 s. west 
street, Cary, North Carolina; this business enterprise is 
engaged in the construction of private and public 
residential water systems, including the Operation of nine 
(9) previously certificated public utility water syste■s in 
North Carolina. 

4. That Lakewood Estates subdivision is a residential 
subdivision currently under development located on s. R. 
1375 approximately six (6) miles from the Town of Garner, 
North Carolina. 
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5.. That no other publ.ic utility, municipality or 
membership association currently proposes to provide vater 
serYice in the Applicant's proposed service area. 

6. That the well sites and plans for the design of the 
proposed vater system have been approved by the state Board 
of Health. 

7. That the system, as constructed to date, is capable 
of serving approximately 45 residences. 

8. That the Applicant proposes to charge the following 
rates for residential service: 

,!iETEBED BATES 

Op to the first 3,000 gallons per month - $5.00 minimum 
All over 3,000 gallons per month - $ .60 per 1,000 

$135.00 in 
sub di vision 
plus 20% 

gallons prorated. 

subdivision for 3/411 X5/8 11 ; $350.00 outside 
for 3/4"x5/8 11 ; larger than 3/Q"x5/8 11 , tap cost 

9. '!'hat the gross investment in utility plallt in the 
subdivision to date is approximately $28,925.00. 

10. That the Applicant proposes to list its phone number 
and business address on the bills sent to the customers, and 
to provide a full-time maintenance and repair service for 
the Lakewood Estates Subdivisioni that an answering service 
vill be used for customer phone calls made to the business 
office after regular office hours. 

I I• That the proposed metered rate levels will afford the 
Applicant an opportunity to obtain a just and reasonable 
rate of return as the number of customers and demand for 
water increases, and are fair to the using and consuming 
public; they, therefore, are herein found to be just and 
reasonable rates. 

'R'_h13reupon, the Hearing Commissioner reaches the following 

CONCLUSIONS 

There' is a demand and need for public utility water 
service in the service area proposed by the Applicant. The 
proposed rates are just and reasonable and the facilities 
and source of supply which the Applicant proposes to operate 
and improve as the demand grows, and to so improve in 
accordance with the requirements of the Commission, should 
be adequate to supply the reasonable demand of the customers 
for domestic water service in the proposed service area. 
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The Commissioner concludes that the present and above
mentioned arrangements for repair service should be adequate 
to the needs of Applicant's customers, but that in the event 
any change in the repair arrangements should become 
necessary, Applicant should promptly make a new arrangement 
equally as satisfactory as the existing one, and that it is 
the continuing duty of Applicant to keep its customers 
currently advised of the sources from which they should seek 
and to whom they should look tor repair service. 

IT IS, THEREFORE, ORDERED: 

I• That a Certificate of Public 
Necessity be, and hereby is, granted; 
authorizes the Applicant to operate as 
providing water service in Lakewood Estates 

Convenience and 
said Certificate 

a public utility 
Subdivision. 

2. That this Order vill of itself constitute the 
Certificate of Public Convenience and Necessity. 

3. That the schedule of rates attached hereto as 
Appendix 11 Jl. 11 be, and hereby is, approved; said schedule of 
rates is hereby deemed to be filed with the commission 
pursuant to G. s. 62-!38 and will become effective on the 
next regular billing, upon one day•s notice to the 
customers. 

4. That the books and records of the ~pplicant shall b.e 
kept in .accordance with the Rules and Regulations qf the 
North Carolina Util.i ties Commission, and according to such 
reasonable guidelines as the Staff may recommend, the 
Applicant being hereby directed to arrange a conference with 
a staff member-to discuss such guidelines. 

ISSUED BY ORDER OF THE COHMISSION. 

This 25th day of May, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine H. Peele, Chief Clerk 

APPENDIX t1A11 

Heater Utilities, Inc. 
Lakewood Estates Subdivision 

WATER RATE SCHEDULE 

METERED~ (RESIDENTIAL SERVICE) 

Up to first 3,000 gallons per month 
All over 3,000 gallons per month 

$5.00 minimum 
- $ .-60 per 1,000 

gallons prorated 
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CONNECTION CHARGES 

$135 in .subdivision for 3/4"X5/8 11 ; $350 outside 
subdivision for 3/4 11 X5/8 11 ; larger than 3/4"X5/8 11 ; tap cost 
plus 20% 

RECONHECTION CHARGES 

If water service cut off by utility for good cause 
[N.c.u.c. Rule R7-20(f) J $4.00 

If water service discontinued at customer's request 
[N.c.a.c. Rule R7-20(g) J $2.00 

BILLS DUE: Fifteen days after date r~ndered. 

Issued in accordance with authority granted by the North 
Carolina Utilities Commission in Docket No. W-274, Sub 10. 

DOCKET NO. W~274, SUB 12 
DOCKET NO. W-274, SUB 13 

BEFORE THE NORTH ·CAROLINA UT~LITIES COMMISSION 

In the Matter of 
Applications by Heater Utilities, Inc., 
P. o. Box 549, Cary, North Carolina, for 
a Certificate of Public Convenience and 
Necessity to Furnish Water Utility 
Service iq Nine Subdivisions in Durham, 
Wayne, Wake ana orange Counties, North 
Carolina, and for· ApproYal of Rates .. 

RECOMMENDED 
ORDER GRANTING 
FRANCHISES AND 
APPROVING RATES 

HEARD IN: Commission Library, Ruffin Building, One West 
Morgan Street, Raleigh, North Carolina, on 
October 24, 1973., at 10:00 a .. m. 

B EPORE: Ben E. Roney, Hearing Commissioner 

APPEARANCES: 

For the Applicant: 

Henry H. Sink 
Parker, Sink and Powers 
Attorneys at Lav 
P. o. Box 1471, Raleigh, North Carolina 27602 

For the commission Staff: 

Robert P. Page 
Assistant commission Attorney 
North Carolina Utilities Commission 
P. o. Box 991, Raleigh, North Carolina 27602 

RONEY, HEARING COMMISSIONER. On July 12, 1973, and on 
August I, 1973, the Applicant, Heater Utilities, Inc., filed 
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applications vith the North Carolina- Utilities commission 
for a certificate of Public Convenience and Necessity to 
provide water utility service and for approval of rates in 
the following subdivisions: 

Sub 12 -- Durham county 
Mason Moods 
Gray Moss 
Heather Glen 

Wake County 
Northgate 
Roundtree 
Hartin dale 

Wayne County 
Pinewood Subdivision 

Sub 13 -- Orange County 
Robin's Wood 
Wildcat Creek 

By Orders issued on July 24, 1973, arid September 24, 1973, 
respectively, the Commission scheduled the applications for 
public hearing at -the date and time aforementioned, required 
the submission of additional information by the Applicant 
and :ceq.uired that Public Notice of the hearing be given by 
the Applicant. Public Notice w.as furnished to the customers 
and/or owners in each subdivision, and was, in addition, 
published in The Durham Morning HeralQ and Thg Raleigh limes 
advising that anyone desiring to intervene or to protest the 
application was• required to file their intervention or their 
protest with the Commission by the date specified in the 
Notice. 

Timely intervention was filed by John E. Aldridge, Jr., 
and several protests were received. The public hearing was 
held at the time and place specified by Commission Order. 
The Intervenor and the Protestants, prior to the hearing, 
stipulated that the sole purpose for their intervention and 
protest was to oppose the rates requested by Applicant and 
not to oppose the granting of the franchises. The Applicant 
thereupon stipulated that he would not pursue the rates 
requested in the above-captioned dockets, but would agree to 
accept rates in these dockets identical to the rates 
presently being charged in the other eleven subd~visions now 
operated by Applicant in North Carolina. Applicant and the 
Commission Staff further stipulated that the request for 
rates over and above Applicant's presently existing charges 
would be consolidated for hearing with W-27ij, sub IQ, a 
request for general rate increase filed by Applicant on 
October 24, ( 973. 

Mr. Robert B. Heater, President of Heater Utilities, Inc., 
appeared at the hearin~ as a witness for Applicant and 
presented testimony in support of the application. Hr. 
Richard ff. Seekamp appeared as a witness for the Commission 
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Staff conce~ning his evaluation of Applicant's plans for the 
proposed water utility operations. No one testified in 
opposition to granting the franchises requested. 

eased on the information contailled in the 
testimony adduced at the public heating and 
records in this proceeding, the Hearing 
makes the folloviitg 

FINDINGS OF PACT 

application, the 
the Commission 

commissioner now 

f. The Applicant, Heater Utilities, Inc., is a 
corporation dUly organized under the laws of the State of 
South Carolina, being registered to do business in North 
Carolina, and is authorized under its Articles of 
Incorporation to engage in the operation of public utilities 
as defined in G. s. 62-3. 

2. -The Applicant proposes to provide 
service to present and future customers in 
North Carolina Subdivisions: 

water utility 
the following 

(a) Durham County ' (b) Wake county 
Northgate 
Roundtree 
"ar~indale 

Hason Woods 
Gray Hoss 
Heather Glen 

(c) Wayne County 
Pinewood 

(d) OLange County 
Robin's Wood 
Wildcat Creek 

3. No other person, firm, corporation, public utility, 
[!IUnicipality or membershi-p association presently proposes to 
furnish water utility service in the aforementioned 
subdivisions. No testimony or other evidence was adduced at 
the publiC hearing or appears on the face of the record 
which opposes the issuance of the franchises herein 
requested or tends to- shov tqat Applicant is unfit, 
unwilling or unable to operate sa~e. 

4. Applicant vill, as soon as possible, submit certain 
late exhibits, regarding these franchises, which exhibits 
Will, upon acceptance and approval, constitute a portion of 
the official commission records herein. 

5. The number , of customers in the aforementioned 
subdivis~on presently being served is O; the number 
ultimately proposed to be served is 623. The gross 
investment in utility plant to date is approximately 
$(0,000; the estimated net utility plant to be construCted 
is approximately $386,707. 

6 •. The Applicant now proposes to Ch~rge the following 
rateS for residential servide: 
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METERED RA.,IES 

WA'rER 

Wfl.TEF AND SEWER 

----Up to first 
All over 

3,000 gallons per month-$5.00 minimum 
3,000 gallons per month-$ .60 per 1,000 

gallons prorated 

CONNECTION CHARGE 
---$135-in platted subdivision for 3/4" X 5/8" tap 

$350 outside platted subdivision for 3/4 11 X 5/8 11 tap 
Cost plus twenty (20%) percent for taps larger than 

3/4 11 X 5/8 11 

7. The Applicant proposes to list its phone number and 
busin8ss address on the bills sent to the customers, and to 
provide full-time, seven days a week service for the 
subdivisions included in these dockets. An answering 
service will b~ used foe customeL .phone calls made to the 
business office after regular office hours. 

8. The proposed metered t:3.te levels 
Applicant an opportunity to obtain a just 
rate of return as the number of ~ustomers 
water increases, and are fair to the using 
public; they, therefore, are herein found 
reasonabl~ rates. 

will afford the 
and reasonable 

and demand for 
and consuming 
to be just and 

Based on the foregoing Findings of Fact, the Hearing 
commissioner reach~s the following 

CONCLUSIONS 

(. There is a derr,ana and need for public utility water 
service in the sP.rvice areas proposed by Applicant in the 
aforementioned subdivisions, which can best be met by 
Applicant. Public convenience and necessity requires or 
will require the construction and operation proposed herein 
by Applicant. Applicant is fit and proper to render the 
water utility services proposed herein. 

2. The proposed rates are just and reasonable, and the 
facilities and source of supply which the Applicant proposes 
to operate and improve as the demand grows, and to so 
improve in accordance with the requirements of the 
Commission, should be adequate to supply the reasonable 
demand of the customers for domestic water service in the 
proposed service areas. 

3. The present arrangements for repair service should be 
adequate to the needs of Applicant's customers. However, in 
the event that any change in the repair arrangements should 
become necessary, Applicant should make new arrangements to 
maintain adequate levels of service and should continuously 
keep its customers advised of the sources from vhom they 
should seek repair service. 
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·IT IS, ·THEREFORE, OFDERED: 

1- That the Applicant is hereby granted a Certificate of 
Public Convenience and Necessity to provide vatei:- utility 
serviCe in the nine subdivisions described herein, and as 
more particularly described by the applications in the 
aforementioned dockets, vhich applications are made a part 
hereof by reference. 

2. That this Order vill, of itself, constitute the 
certificate of Public convenience and Necessity. 

3. That the Schedules of Rates attached hereto as 
~ppendices A and Bare hereby approved and are hereby deemed 
to be filed with the Commission pursuant to G. s. 62-138, to 
become effective on the first or next hilling date, upon one 
a.a-y•s notice to the customers. 

4. That the books and records of the Applicant shall be 
kept in accordance with the Rules and Regulations of the 
North Carolina Utilities Commission, and according to such 
reasonabie guidelines as the Staff may recommend.· 

5. That the excess amount of rates requested over and 
abo-ve those rates approved herein, is hereby consolidated 
with thos~ rates requested in W-27U, Sub 14, for the purpose 
of hearing same as part of the general rate case contained 
in said docket, upon suth notice, terms and conditions as 
the Commission, by Order in said docket, may provide. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 7th da.y of November, !973. 

(SSALJ 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine 11. Peele, Chief Clerk ' 

APPENDIX "A" 
DOCKET NO. W-274, SUB 12 

Heater Utilities, Inc. 
Mason Woods Subdivision, Durham County 

Heather Glen subdivision, Durham County 
Gray Hoss Subdivision, Durham County 

Roundtree Subdivision, Rake County 
Martindale Subdivision, Wake County. 
Northgate Subdivision, Wake County 
Pinewood SubdiVision, Wayne County 

WATER RATE SCHEDULE 

METERED FATES (RESIDENTIAL SERVICE) 

Op to first 3,000 gallons per month·- $5.00 minimum 
All over 3,000 gallons per month $ .60 per 1,000 

gallons prorated 



752 WATER AND SEWER 

CONN]CTION CHARGES 

$135 in platted sub di vision foe 3/4 11 X 5/8" tap 
$350 outside platted Subdivision for 3/4 11 X 5/8 11 tap 
Cost plus twenty (20%) percent for larger than 3/4 11 X 5/8 11 

tap 

!!_ECONNECTION £HARGES 

If water service cut off by utility for good cause 
[N.c.u.c. Rule R7-20(f) J $4.00 

If water service discontinued at customer's request 
[N.c.u.c. Rule, R7-20(g) J $2.00 

BILLS QQ]: Fifteen (15) days after date rendered 

Issued in accordance with 
Carolina Utilities Commission 
on November 7, 1973. 

authority granted ·by the Nor.th 
in Docket No. ff-274, Sub 12, 

APPENDIX 115 11 

DOCKET NO. W-274, SUB !3 
Heater Utilities, Inc. 

Robin's Wood, Orange County 
Hildcat creek, orange County 

WA.TER' RA:r'E SCHEDULE 

METERED RATES (RESIDENTIAL SERVICE) 

Up to first 3,000 gallons per month $5.00 minimum 
All over 3,000 gallons per month - $ .60 per 1,000 

gallons prorated 

CONNECTION CHARGES 

$!35 in platted subdivision for 3/4 11 X 5/811 tap 
$350 outside platted subdivision for 3/4 11 X 5/8" tap 
Cost plus twenty (20%) percent for larger than 3/4 11 X 

5/8" ·tap 

RECONNEC'l'ION CHARGES 

If water service cut off by utility for good cause 
[N.C.u.c. Rule R7-20(f) J $4.00 

If water service discontinued at custo~er•s request 
[N.C.u.c. Rule R7-20(g) J $2.00 

BI1LS QQ]: Fifteen (15) days after date rendered 

Issued in accordance with 
Carolina Utilities Comfuission 
on November 7, 1973. 

authority granted by the North 
in Docket No. W-274, sub 13, 
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DOCKET NO. W-362 
DOCKET NO. LPG-I 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the n.atter of 
Application by Lonnie R. Langley, d/b/a Langvood 
Mobile Park, avy. 97 West, Rocky ~aunt, North 
Carolina, for a Certificate of Public Conven
ience and Necessity to ProYide Water, Oil and 
Gas Utility Service in Langvood ftobile Park, 
Nash county, North Carolina, and for ApproTal 
of Rates 
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ORDER 
GRANTING 
FRANCHISE 
AND 
APPROVING 
RATES 

HURD IN: The Commission Hearing Room, 
One West Morgan street, 

Ruffin Building, 
Raleigh, North 

Carolina, on January 17, 1973 

BEFORE: Chairman Marvin R. Wooten, Presiding, 
commissioners Hugh A. Wells and Ben;. Roney 

APPEARANCES: 

For the Applicant: 

Lonnie R. Langley 
Highway 97 West 
Rocky Mount, North Carolina 

(Appearing for himself) 

For the Commission Staff: 

Maurice w. Horne 
Assistant commission Attorney 
Ruffin Building 
Raleigh. North Carolina 

BY THE COt"llHSSION. On NoTember 3, 1973, Lonnie R. 
Langley, d/b/a Langwood l.!obile Park, filed· application vith 
the Commission for a Certificate of Public convenience and 
Necessity to provide water, oil and gas utility serYices to 
Langwood Mobile Park. Nash county. North Carolina. and for 
approYal of rates. 

By Order issued on December 5, 
scheduled the application for public 
that ~ublic notice of the hearing 
Applicant. 

1972, the co~mission 
hearing and required 

be provided by the 

This matter came on for hearing at the time and place set. 
forth in the commission's Order of December 5, 1972. No one 
appeared at the hearing to protest the application. 

Hr. Langley testified in support of the application. He 
stated that for approximately tvo years he had provided 
vater serYice to 88 mobile residences. gas serYice to 50 
mobile residences, and oil service to 40 mobile residences. 
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He indicated that all mobile home lots in the park were 
rented by him to persons for the use of their mobile homes 
vith separate compensation receiTed for water, gas and oil 
service from those persons receiving such service. He 
further stated that there had been relatively little turn
over within Langvood Mobile Park. Hr. Langley testified 
that he lives adjacent to the mobile home park and that his 
reasons for applying for a franchise for water, gas and oil 
utility service were that in providing such service, the 
danger of trucks going in and out of the mobile park for gas 
and oil deliveries is lessened; that odors from gas and oil 
resulting from spillage is non-existent; that the general 
appearance of the mobile park is improved; and further, that 
by providing water, gas and oil services, be gains a 
competitive advantage over other mobile home parks in the 
area. He testified that he has entered into a contract with 
Pearsall Oil Company, the local Shell distributor, for the 
oil which he will sell to the mobile home owners purchased 
at I 5. 9 ,cents per gallon, and further, t-hat he bas entered 
into a contract with ·Exxon (formerly Humble Oil) to purchase 
propane gas at 16 cents per gallon. Mr. Langley testified 
that his wife will maintain the books for the utility 
operations and that he will engage part-time assistance as 
necessary to aid him with maintenance. He testified that 
his investment in the water, gas and·oil syste ■s amounts to 
approximately $70,000. 

Mr. Thomas Dixon, Safety Engineer of the Commission Staff, 
testified that he had made a personal investigation with 
respect •to the gas and oil distribution syste111s involved in 
this proceeding early.in December, 1972. He testified that 
the systems are sectionized so that each systea within the 
mobile home park can be cut off without affecting the other 
systems and that 2 inch plastic pipe had been used in the 
system except that in the first section galvanized pipe or 
screw-joint.ea pipe had been used which, under current 
standards of the Department of Transportation of the United 
States Government, must be placed under cathodic protection 
by August, 1976. He described the basic characteristics of 
propane gas and indicated that, in his opinion, the system 
is well designed and constructed, and under proper 
maintenance should not present any unusual problems in 
regard to safety. 

The record of this proceeding indicates that 8r. Langley 
has not made application to the North Carolina State Board 
of Health for approval of the water system in Langvood 
Kobile Park. However, the record indicates that there have 
been no complaints with respect to either water, gas or oil 
service from the residents of said mobile park during the 
two year period such services ha Te been proTided by- Mr •. 
Langley. 

Upon stipulation by Mr. Langley, the proposal concerning 
deposits and for a service charge for late payment as 
referred to in Appendix B attached to the comoission•s order 
of December 5, 1972, were deleted from the proposed tariff. 
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Based upon the entire record of this proceeding, the 
Commission makes the following: 

FINDINGS OP FACT 

(I) The Applicant, Lonnie R. Langley, d/b/a Langvood 
Mobile Park, Highway 97 West, Rocky Mount, North Carolina, 
is an individual providing water, .. oil and gas utility 
service in Langvood Mobile Park, Nash County, North 
Carolina, and proposes to provide such services for 
compensation as a public utility to the mobile home 
residences located on the rental property in Langvood Hobile 
Park. 

(2) There are 
water service from 
and 40 receiving 
unused lots. 

88 mobile home 
th~ Applicant, 
oil service. 

residential lots receiving 
50 receiving gas service 
Additionally, there are 5 

(3) The Applicant proposes to provide vaterr oil and gas 
service on a separately metered basis in accordance with the 
propose4 tariff filed with the application. 

(4) The public convenience and necessity requires the 
and propane gas services proposed by the 

the proposed franchised territoryr Langwood 
vaterr oil 
Applicant in 
Hobile Park. 

(5) The Applicant has not made application to the North 
Carolina State Boaid of Health in regard to approval of the 
design of the water system .. 

(6) 
waterr 
theretor 
$70r000 in 

The Applicant has installed distributi:on systems for 
oil and gasr and separate meters with respect 

amounting to a total inYestment of approximately 
Langvood ftobile Park .. 

(7) The proposed metered rate le•els will afford the 
Applicant an opportunity to obtain a just and reasonable 
rate of return as the number of customers and de•and for 
water increasesr and are fair to the using and consuming 
public. They are similar to rates nov charged by public 
utility water systems of a comparable size and with 
comparable operations. Theyr t·bereforer are herein found· to 
be just and reasonable rates. 

(8) The Applicant bas contracted to purchase oil at I 5 .. 9 
cents per gallon and to purchase propane gas a.t 16 cents per 
gallon. The Applicant proposes to charge 49 cents for 
cooking only during the months of nayr Juner Julyr August 
and September; and proposes to charge 23 cents for heating 
and cooking during the months of Januaryr FebruarJr Barchr 
April-Octoberr November and December. In view of 
substantial invest~ent of approximately $47r000 in the oil 
and gas distribution systems within Langwood Mobile Parkr 
the anticipated rates under the proposed rates for gas and 
oil appear to be just and reasonable. 
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Based upon the foregoing Findings of Pact, the Commission 
makes the fol.l.oving: 

CONCLUSIONS 

The public convenience and necessity requires the water, 
oil and propane gas utility serTices proposed by Lonnie R. 
Langley, d/b/a Langvood Mobile Park, in Langwood ftobile 
Park, Nash county, North Carolina. 

The rates proposed by the Applicant are just and 
reasonable and it is therefore concluded .that the rate 
schedule attached hereto as Appendix A should be approved. 

The Applicant's proposal for maintenance service appears 
to be sufficient to provide 24-hour, 7-days a veek, 
maintenance to the residences of Langvood Mobile Park. In 
the event subsequent arrangements are ~ade for maintenance 
service, the Applicant is admonished to notify existing 
customers o·f such changes in order that customers served by 
the Applicant will at all times have at their disposal the 
authorized persons or fir_ms which they 11ay contact in the 
event of difficulties connected vith the operation of the 
water, oil or propane gas utiliti systems. In any event, 
the delegation of maintenance service to any party by the 
Applicant will not relieve the Applicant of his 
responsibility under the public utilities law of this State 
to provide adequate, efficient and safe service to his 
customets. 

Inasmuch as the Applicant has not obtained approval of the 
state Board of Health for the water system, the Commission 
concludes that the Applicant should be allowed six months 
within which to ta~e whatever steps are necessary to obtain 
said approval. In the event such approval is not obtained 
within the time specified, the commission will give 
consideration to the issuance of show cause proceedings 
regarding the application of penalties of up to $1,000 per 
day for each day of non-compliance with such further order. 

IT IS, THERE.PORE, ORDERED AS FOLLOWS: 

(I) That the application of Lonnie R. Langley, d/b/a 
Langwood Mobile Park, for a Certificate of Public 
Con~enience and Necessity in order to provid~ water, oil and 
propane gas utility service in Langwood Mobile Park, Nash 
County, North Carolina, be, and the same hereby is, 
approved. 

(2) That this Order shall constitute the Certificate of 
Public Convenience and Necessity. 

(3) That 
Appendix A is 
effective on 
customers. 

the schedule of rates attached 
hereby approved and authorize~ 
one day's written notice to the 

hereto as 
to become 

Applicant's 
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(Q) That the· Applicant shall establish and maintain 
separate records for the water, gas and oil operations. 

(5) That the Applicant is herewith required within six 
(6) months from the date of this Order to take whatever 
steps are necessary to obtain State Board of Health''s 
approval of the water system in Langvood Mobile Park and 
shall file written eYidence of such approval with the 
Commission. 

ISSUED BY ORDER OF THE CO~HISSIOij. 

This 9th day of February, 1973. 

(SUL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

APPENDIX A 
Lonnie R. Langley 

d/b/a Langwood Mobile Park 
Langvood Mobile Park - Rocky Mount, N. c. 

WATER, GAS AND OIL RATE SCHEDULES 

METERED Jl.!,.!~ (RESIDENTIAL SERVICE) 

W1'.TER: 

Up to first 3,000 gallons per month - $5.00 m1n1aum 
All over 3,000 gallons per month - $1.00 per 1,000 gallons 

$.49'per gallon for cooking only (Hay, June, July, August, 
September) 

$.23 per gallon for heating and cooking (January, Feb
ruary, March, April - October, November, December) 

QIL: 19.9 cents per gallon 

RECONNECTION CHARGES 

If water service cut off by utility for good cause 
[N.c.u.c. Rule R7-20(fl J n.oo 

If water service discontinued at customer's request 
[N.c.u.c. Rule R7-20(g)] $2.00 

BILLS DUE: Twenty-five (25) days after date rendered. 

Issued in accordance vith authority granted by the North 
Carolina Utilities Commission in Docket No. W-362 and LPG-I. 
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DOCKET NO. W-363 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application by Pierce, Heavner, and Jenkins 
Builders, Inc., T/A Pierce, Heavner, and 
Jenkins Builders, Inc. Utilities Division, 
P. o. Box (806, Gastonia, North Carolina, 
for a certificate of Public Convenience and 
Necessity to Provide water Utility Service 
in Forest Brook subdivision, Gaston county, 
North Carolina, and for Approval of Rates 

RECOMMENDED 
ORDER 
GRANTING 
FRANCHISE 
AND 
APPROVING 
RATES 

HEARD IN: Commission 
west Morgan 
January 17, 

Hearing Room, Ruffin Building, One 
Street, ~aleigh, North Carolina, on 
1973, at 2:00 P. M. 

BEFORE: Hearing Commissioner Hugh A. Wells 

APPEARANCES: 

For the Applicant: 

Phillip V. Harrell 
Mullen, Holland and Barrell 
Attorrieys at Lav 
313 South street 
Gastonia, North Carolina 

For the commission Staff: 

William E. Anderson 
Assistant Commission Attorney 
Post Office Box 99( 
Raleigh, North Carolina 

WELLS, HEARING COftHISSIONER: On November 9, 1972, the 
Applicant, Pierce, Heavner, and Jenkins Builders, Inc., T/A 
Pierce, Heavner· and Jenkins Builders, Inc. Utilities 
Division, filed an application with the North Carolina 
Utilities Commission for a certificate of Public Convenience 
and Necessity to provide water utility service in Forest 
Brook Subdivision, Gaston county, North Carolina. 

By Order issued on November 29, 1972, the Commission 
scheduled the application for public hearing, and reguired 
that Public Notice of the h.earing be given by the Applicant. 
Public Notice vas furnished to each customer in Forest Brook 
subdivision by the Applicant and vas published in .'!h,g 
Gastonia~~, Gastonia, North Carolina, advising that 
anyone desiring to intervene or to protest the application 
vas requested to file their intervention or their protest 
vith the Commission by the date specified in the Notice. No 
interventions or protests were received by the Commission. 
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The public hearing was held at the time and place 
specified in the Commission's Order. Hr. Robert L. Heavner 
appeared at the hearing as a witness for the ·Applicant and 
presented testimony in support of the· application. 

Based on the information containe~ in the application and 
in the records of this proceeding, the Commission now makes 
the following: 

FINDINGS OF FACT 

J. The Applicant, Pierce, Heavner, and Jenkins, Inc. T/A 
Pierce, Heavner, and Jenkins, Inc. Utilities Division is a 
corporation duly organized under the laws of the State of 
North Carolina, and is authorized under its Articles of 
Incorporation to enga·ge in the operation of public 
utilities, as defined in G. s. 62-3. 

2. The 
service ·in 
Carolina, 
serTice. 

Applicant proposes to furnish 
Forest Brook subdivision, Gaston 
and has filed a Scheduie of 

water utility 
County, North 

Rates for said 

3. Forest BroQk Subdivision 
subdivision, the first phase of which. 
and 3 str~ets. The subdivision is 
Road 274, approximately 3 miles south 
Carolina. 

is a residential 
consists of 39 lots 
located oh N. C. State 

of Gastonia, North 

4. There is an established market for water utility 
serTice in the subdivision, and such services are not now 
proposed for the subdivision by any other public utility, 
municipality, or membership association. There is a 
reasonable prospect for growth in demand for the proposed 
utility service in the subdivision. 

5. The Applicant owns the well site and controls the 
right-of-way for all distribution mains. 

6. The quality of the untreated water meets the u. S;, 
Public Health Service Drinking Water stanaards with respect 
to physical and chemical characteristics. 

7. The water system plans are approved by the State 
Board of Health. 

8. The proTision in the Applicant's proposed rates 
specifying that the bills are due 15 days from the date 
rendered complies with Commission Docket No. M-100, Sub 39 
concerning uniform billing practices and shall be included 
in the approTed rate schedule. 

9. The Applicant stipulated a~ the heating that no late 
payment charges would be made. 
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10. The Applicant has made arrangements vith a local 
plumbing contractor to p~ovide emergency maintenance and 
repair service to the water system in the subdivision. 

I I• Mr. Heavner and another officer of the Applicant will 
reside in the subdiviSion. 

Based on the foregoing Findings of Fact, the Hearing 
Commissioner reaches the following: 

There is 
Forest Brook 
Applicant. 

COHCL USION S 

a demand and need for water utility service in 
subdivision which can best be met by the 

The initial rates approved by the Commission for water 
utility service in Forest Brook subdivision should be those 
contained in the Schedule of Rates attached hereto, which 
rates are not in excess of those rates found to be 
reasonable for similar public water utilities under average 
operating Conditions, and which are concluded to be juSt and 
reasonable for the services described herein. 

The , App_licant 1 s arrangement with a local plumbing 
contractor for providing eme~gency maintenance and repair 
service to the water syste~ in Forest Brook is acceptable. 

IT IS, THEREFORE, ORDERED AS FOLLo·ws:' 

1. That the Applicant, Pierce, Heavner, and Jenkins 
Builders, Inc. T/A Pierce, Heavner and Jenkins Builders, 
Inc. Utilities Divi'sion, is hereby granted a Certificate of 
Public Convenience and Necessity in order to provide water 
utility service in Forest Brook Subdivision, as described 
herein and mo.re particularly as described in the appl)..cation 
made a part hereof by reference. 

2. That th~s Order in itself shall constitute the 
Certificate of Public Convenience and Necessity. 

3. That the Schedule of Rates attached hereto as 
Appendix "A" is hereby approved, and tha.t said Schedule of 
Rates is hereby deemed · to be filed vi th the Commission 
pursuant to G. S. 62-138. 

4. That the Applicant shall maintain his books and 
records in -such a manner 'that all the applicable items of 
information required in the Applicant's pr~scribed Annual 
Report to the Commission can be readily identified from the 
books and records, and can be utilized by. the Applicant in 
the preparation of said Annual Report. A copy of the Annual 
Report form shall be furnished to the Applicant with the 
mailing of this Order. 

5. That the Applicant is hereby cautioned that in the 
event the present arrangements for providing dependable and 
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prompt maintenance and repair service are terminated, the 
Applicant shall immediately make alternate arrangements 
which shall be at least as reliable as the present 
arrangements and the Applicant shall immediately notify the 
commission· of such alternate arrangements. 

ISSUED BY ORDER OF THE COMaISSION. 

This the 13th day of February, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine ft. Peele, Chief Clerk 

(SEAL) 

APPENDIX 11 A" 
DOCKET NO. W-363 

Pierce, HeaTner, and Jenkins Builders, Inc. 
Utilities DiTision 

Forest Brook Subdivision, Gaston County 

WATER RATE SCHEDULE 

METERED~ (residential service) 

Up to first 4,000 gallons per month - $4.50 minimum 
All over 4,000 gallons per month - $J.OO per 1,000 gallons 

CONNECTION CHARGES: $12~ 

RECONNECTION CHARGES 

N.c.u.c. Rule R7-20 (f) - $4.00 
N.c.u.c. Rule R7-20 (g) - $2.00 

BILLJ.lf§:: Quarterly 

BILLS PAST DUE: Fifteen (15) days after date rendered 

Issued in accordance with authority granted by the North 
Carolina Utilities Commission in Docket No. W-363, on 
February 13, 1973. 

DOCKET NO. W-353 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the natter of 
Application by Rushing Agency, Inc., 410 
Roosevelt Boulevard, nonroe, North ·carolina, 
for a certificate of Public Convenience. and 
Necessity to Provide Water and· sever Utility 
Service in College Grove Subdivision, Union 
county, North Carolina, and for Approval of 
Rates. 

) 
l 
) RECOMMENDED 
) INTERIM 
) OEDER 
) 
) 
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HEARD IN: Hearing Room 
Building, one 
North Carolina, 

of the Commission; Ruffin 

BEFORE: 

West Morgan Street, Raleigh, 
on February 9, 1973. 

Chairman Marvin R. Wooten, Hearing Commissioner 

APPEARANCES: 

For the Applicant: 

Larry E. Ha~rington, Esq. 
and" 

J. !ax Thoma_s, Esq. 
Thomas & Harrington 
107 E. Jeff Street 
nonroe, North Carolina 

For the Intervenor: 

James E. Ferguson, II, Esq. 
Chambers, stein, Ferguson & Lanning 
237 w. Trade street 
Charlotte, North Carolina 

For: Piney Grove Water Association 

For the Commission Staff: 

William E. Anderson, Esq. 
Assistant Commission Attorney 
North Carolina Utilities commission 
Ruffin Boil.ding 
One west Morgan Street 
Raleigh, North Carolina 27602 

WOOTEN, HEARING COMMISSIONER: By application filed vith 
the North Carolina Utilities Commission on August 24, 1972, 
the Applicant, Rushing Agency, Inc., 410 RooseTelt 
Boulevard, Monroe, North Carolina, seeks a certificate of 
Public Convenience and Necessity to proTide public utility 
water and sewerage ser~ice in College GroTe, or Piney Grove, 
Subdivision in Onion county, North Carolina, and approval of 
rates to be charged therein. 

By Order issued September 5, 1972, the Commission 
scheduled the matter for public hearing, required that the 
Applicant submit additional information pertaining to the 
application and required that notice of the public hearing 
be giTen by the Applicant. The requisite public notice of 
the initial hearing date and of a subsequent rescheduled 
date was given in The Monroe Enquirer - Journal and by 
personal service on customers by mail or by hand delivery. 

A Motion for LeaTe to InterTene in the matter in protest 
to the application was filed on behalf of Piney GroTe Water 
Association on January 4, (973, alleging the pending matter 
of the establishment of a sanitary district to serTe the 
subdivision in question, said sanitary district having been 
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approved by the Union County Board of Commissioners on or 
about October 5, 1972, and currently pending before the 
State Board of Health. The intervention vas allowed and the 
matter continued until February 9, 1973, atld the public 
hearing vas held at the time and place designated by Order. 

Upon the call of the matter· for hearing, the parties 
proposed an interim resolution of the matter, pending 
developments regardihg the sanitary.district, based upon a 
number of items which the parties agreed to stipulate, to 
vit: 

STIPULATIONS 

1- That a monthly rate for water and sever service to be 
charged by Rushing Agency, Inc., be fixed by this Commission 
at $13.50 for an interim 'period pending ultimate acquisition 
by purchase of the water and sever systems by the Piney 
Grove Water Association, which is an Intervenor. 

2. That this interim period vill last 
for a shorter period if the acquisition 
before the expiration of one year. 

for one year, or 
is acc.omplished 

3. That the Applicant withdraws its request that it be 
issued a Certificate of public conve.nience and Necessity and 
instead requests that it be issued temporary operating 
authority for said interim period. 

4. That the Applicant would, during this interim period, 
provide water and sever service of the sort currently being 
provided; that is, it would provide safe, adequate and 
efficient service but it would not be ordered by this 
Commission during· · said interim period to undertake the 
improvement program necessary to · satisfy certain 
requirements of the State Board of Health regarding the 100-
foot radius around the well sites; as a part of its safe, 
adequate and efficient service, the Applicant will conduct 
the ordinary monthly bacteriological tests and obtain 
reports, and vill _supply a copy of those reports to the 
Intervenor. 

s. That the North Carolina Utilities Comaission, a~ 
Plaintiff, and the named Infervenors in the related case 
currently before the wa~e county Superior court vill join 
vith the Defendants in seeking relief from that court 
dismissing and terminating the proceeding in that superior 
Court. 

6. That no non-utility water hookups by vay of garden 
hoses or piping be made from one residence .to another. 

Based upon the above stipulations and the verified 
application of record, the Hearing Commissioner makes the 
fallowing 
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PINDIJGS OP PACT 

1. That the Applicant constructed and is c urrently 
operating public utility water and sewerage facilities in 
College Grove , or Piney Grove, Subdivision in Union County, 
North Carolina. 

2. That potable water is currently being provided and 
periodic bacteriological tests are being conducted, but the 
long-ter• operation of the water s upply faci1ities must 
ultiaately be governed by the requireaents of the North 
Carolina State Board of Health; coapliance with those 
requireaents will require significant additions to and 
alterations in the current physica1 plant. 

3. That the Piney Grove Wat er Association, or a 
successor sanitary district, desires and intends to purchase 
the utility facilities, when able to do so, and the 
Applicant desires and intends to sell s aid facilities to 
said Association or sanitary dis trict, and the ultiaate 
iaprove■ent of those facilities by the Association or 
sanitary d i strict rather than by the Applicant is desired by 
the parties and is in the public interest. 

4. That adoption of the above stipulations as the basis 
for an Interi• Coaaission Order is in the public interest, 
pending further action by the State Board of Health on the 
proposed sanitary district, and allowing a reasonable 
opportunity for said sanitary district to acquire the 
facilities and begin operations . 

Where upon, the Hearing Coaaissioner reaches the following 

CONCLUSIONS 

Consistent with the foregoing Findings of Pact, it appears 
that an Order should be issued establishing teras and 
conditions under whic h Rushing Agency , Inc., •ill continue 
to provide water and sewerage service, pending further 
action and developaents regarding the sanitary district; the 
foregoing stipulations, which have been agreed upon by the 
parties, appear to provide a sati sfactory basis for s uch an 
interi• operation. 

IT IS, THEREFORE, ORDERED: 

1- That a aonthly rate of $13.50 for w•ter and sewerage 
secvice to be charged by Rushing Agency, Inc., be, and 
hereby is, est ablished by this Coaaission as the just and 
r easonable rate for an interi• period, pending ultiaate 
acquisition by purchase of the water and sewerage s ysteas by 
the Piney Grove Water Association or a successor sanitary 
district. 

2. That this interi• period wi11 1ast for one year, or 
for a shorter period if the acquis ition is accoaplished 
before the expiration of one year. 
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3.. That the Applicant be, 
temporary operating authority for 
interim period. 

and hereby is, 
the duration 

765 

granted 
of said 

4. That the Applicant shall, during this interim period, 
provide water and sewer service of the sort currently being 
pro.videdi that is, it shall provide safe, adequate and 
efficient service, but it is not at this time ordered by 
this Commission to undertake during said interim period the 
improvement program necessary to satisfy certain 
requirements of the State Board of Health regarding the 100-
foot radius around the well sites; as a part of its safe, 
adequate and efficient service, the Applicant shall conduct 
the ordinary monthly bacteriological tests and obtain 
reports, and will supply a copy of those reports to the 
Intervenor. 

5. That no non-utility water hookups by vay of garden 
hoses or piping shall be made from one residence to another. 

6. That the North Carolina Utilities Commission, as 
Plaintiff, and the named Intervenors in the related case 
currently before the Wake County Superior Court vill join 
vith the Defendants in seeking relief from that Court 
dismissing and terminating the proceeding in that Superior 
court. 

7. That the schedule of rates attached hereto as 
11 Appendix J\ 11 be, and hereby is, approved; said schedule of 
rates is hereby deemed to be filed with the Commission 
pursuant to G. S. 62-138 and will become effectiYe on the 
next regular billing, upon one day's notice to the 
customers, subject only to the prior dissolution of the 
current Restraining Order in Wake County Superior Court. 

8. That the books and records of the Applicant shall be 
kept in accordance with the Rules and Regulations of the 
North Carolina Utilities Commission, .and the services shall 
be provided in strict accordance with the various health and 
utility laws, rules and regulations governing the operations 
of public utility water and sewerage systems, with 
particular reference to billing, disconnects and reconnects; 
the new Commission Rule Rl2-9 shall goYern billing 
practices, and the past due date shall be no less than 
fifteen (15) days after the billing date, as is provided in 
"Appendix A. 11 • 

ISSUED BY ORDER OF THE COMMISSION. 

This the 20th day of February, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COHHISSION 
Katherine ft. Peele, Chief Clerk 
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APPENDIX "A" 
Rushing Agency, Inc. 

College Grove Subdivision, (also 
knovn as Piney Grove Subdivision) 

RATE SCHEDULE 

KLAT RATE (Water and Sewerage Service Combined} 

$13.50 per month 

~ONNECTION CHARGES: None for initial tap 

RECONNECTION CHARGE~ 

If water service cut off by utility for good cause 
[N.c.u.c. Rule R7-20(f) J $4.00 

If vater service discontinued at customer's request 
[N.c.u.c. Rule R7-20(g) J $2.00 

If sewerage service cut off by utility for good cause 
[N.c.u.c. Rule RJ0-J6(f)] $)5.00 

BI~LS fAST DUt: Fifteen days after billing date. 

Issued in accordance vith authority granted by the North 
Carolina Utilities Commission in Docket No. W-353. 

DOCKET NO. W-396 

BEFORE THE NORTH CAROLINA UTILITIES COH~ISSION 

In the Matter of 
Application by Rushing Construction 
Company, P~ a. Box 267, Indian Trail, 
North Carolina, for a Certificate of 
Public Convenience and Necessity to 
Furnish Water Utility Service in Wor
vood Acres Subdivision, Union County, 
North Carolina, and for Approval of 
Rates. 

RECOMMENDED 
ORDER GRANTING 
CERTIFICATE OF 
PUBLIC CONVENIENCE 
AND NECESSITY AND 
APPROVAL OF RATES 

HEARD IN: Hearing Room 
Building, one 
North Carolina, 

of the Commission, Ruffin 
ijest ftorgan Street, Raleigh, 
on July 3J, 1973. 

BEFORE: Hearing Commissioner Ben E. Roney 

APPEARANCES: 

For the Applicant: 

Robert B. Clark, Esq. 
Attorney at Lav 
108 East Jefferson Street 
ftonroe, North Carolina 28110 
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For the commission Staff: 

Wilson B. Partin, Jr., Esq. 
Assistant Commission Attorney 
NOrth Carolina Utilities Commission 
P. o. Box 991 
Raleigh, North Carolina 27602 
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RONEY, HEARING CO~MISSIONER. By Application filed with 
the North Carolina Utilities Commission on Hay 22, 1973, the 
Applicant, Rushing Construction Company seeks a certificate 
of Public Convenience and Necessity to provide pub~ic 
utility water service in Worvood Acres Subdivision, Union 
County, North Carolina, and approval of rates to be charged 
therein. 

By Order issued June 6, 1973, the Commission scheduled the 
matter for public hearing, required that the Applicant 
submit additional information pertaining to the Application 
and required that notice of the public hearing be given by 
the Appl~cant. The requisite public notice was given in The 
Southeag~ Ne!2• No one petitioned to intervene in the 
matter or protested the Application. 

The public hearing vas 
designate~ by prior order. 
to protest the ·Application. 

held at the time and 
No one appeared at the 

place 
hearing 

The Applicant wa·s represented by counsel and offered the 
testimony of Leroy Rushing, who is the Applicant's 
President. The Commission Staff Attorney cross-examined the 
witness cohcerning the information submitted by the 
Applicant and the Applicant's water utility operations 
generally;. 

contained in the verified 
commission in this docket 

public hearing, the Hearing 

Based upon the information 
Application in the files of the 
and the evidence adduced at the 
Commissioner makes the ~ollow~ng 

FINDINGS OF FACT 

1- That the Applicant is a·duly organized and 
corporation under the laws of the State of North 
with its ~egistered office at Indian Trail, North 

existirig 
Carolina 

Carolina. 

Applicant's business address·is 100 ~aude 
Trail, North Carolina; this business 

engaged in the construction business. The 
no previously certificated public utility 

2. That the 
street, Indian 
enterprise is 
Applicant has 
water systems. 

3. That the Applicant provides no public utility water 
service at the present time in Worvood Acres Subdivision, 
but it proposes ultimately to serve approximately 50 
residential customers. 
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4. That Woi:vood Acres subdivision is a 
subdivision currently under development located 
74, approximately three miles from the Tovn 
North Carolina. 

residential 
on old o. s .. 
of Matthews, 

5. That no other public utility, municipality or 
membership association currently proposes to proYide vater 
service in the Applicant's proposed service area. 

6. That the well sites and plans for the design 
proposed water system have been approved by the State 
of Health. 

of the 
Board 

·7. That the system as constructed to date is capable of 
serving approximately 50 residences. 

a. That the Applicant proposes to charge the following 
rates for residential service: 

METERED RATES 

Up to first 3,000 gallons per month - $5.00 minimum 
All over 3,000 gallons per month - $ .80 per (,000 gall9ns 

CONNECTION CHARGE§. AND OTHER PEES 

$160.00 tap-on fee. 

9. That the gross investment ill, utility plant in the 
subdivision to date is approximately $3],336.00. 

IO. That the App_licant proposes to check the water system 
twice weekly and will be available in the immediate area all 
of the time in the event that an emergency arises; the name 
and telephone number of the Applicant's President will be 
listed in the telephone book and on the utility's. billing 
cards and the prospective custopers will be able to call him 
during the week and on weekends; in the event that they are 
unable to reac~ the Applicant•s President, the customers can 
call Mr. Harold Purser. 

11- That the proposed metered rate levels will afford the 
Applicant an opportunity to obtain a just and reasonable 
rate of return as the' number of customers and demand for 
water increases, and are fair to the using and consuming 
public; they are similar to rates now Charged by public 
utility water systems of a comparable size and with 
comparable operations; they, tllerefore, are herein found to 
be just and reasonable rates. However, the provision for a 
s10.oo membership fee should be eliminated, and the 
Applicant•s tap-on fee increased to $160.00. 
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Whereupon, the Hearing Co ■■issioner reaches the following 

CONCLUSIONS 

There is a de■ and and need for public utility water 
service in the service area proposed by the Applicant. The 
proposed rates are just and reasonable and the facilities 
and source of s upply which the Applicant proposes to operate 
and improve as the de■and grows , and to so i ■prove in 
accordance with the require■ents of the Co■■ission , should 
be adeq uate to s upply the reasonable de■and of the custo■ers 
for domestic water service in the proposed service area. 

The Hearing Co■■issioner concludes that the present and 
above-mentioned arrange■ents for repair service should be 
adequate to the needs of Applicant's custo■ers, but that in 
the e vent any c hange in the repair arrange■ent should beco~e 
necessary, Applicant should pro■ptly ■ake a new arrangement 
eq ually as satisfactory as the existing one, and that it is 
the continuing duty of Applicant to keep its custo■ers 
currently advised of the sources fro■ which they should seek 
and to who ■ they should look for repair service. 

IT IS , THEREFORE, ORDERED: 

1- That a Certificate of Public convenience and 
Necessity be , and hereby i s , granted; said Certificate 
authorizes the Applicant to operate as a public utility 
providing water serv ice in Worwood Acres Subdivision. 

2. That this Order will of itself constitute the 
Certificate of PuhJ_ic Convenience and Necessity. 

3. That the schedule of rates attached hereto as 
"A ppendi x A" be, and hereby i s , approved; said schedule of 
rates is hereby dee■ed to be filed vith the Co■■ission 
pursuant to G. s . 62- 138 and will beco■e effective on the 
next regular billing, upon one day ' s notice to the 
customers. 

4 . That the books and re co rds of the Applicant s hall be 
kept in accordance with the Rules and Regulations of the 
North Carolina Utilities Co■■ission , and according to s uch 
reasonable guidelines as the Staff may reco■■end, the 
Applicant being hereby directed to arrange a conference with 
a Staff member to discuss such guidelines . 

ISSUED BY ORDER OF THE COMMISSION. 

This the 19 th day of Oc tober, 1973. 

( SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele , Chief Clerk 
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APPENDIX 11 A11 

Rushing Construction Company 
Worvood Acres Subdivision 

WATER RATE SCHEDULE 

METERED RATES (RESIDENTIAL SERVICE) 

Op to first 3,000 gallons per month - $5.00 minimum 
All over 3,000 gallons per month - $ .80 per 1,000 gallons 

CONNECT.!.QJ! CHARGES: $160.00 tap-on fee. 

RECONNECTION CHARGE 

If water service cut off by utility for good cause 
[N.c.u.c. Rule R7-20(£J J $4.00 

!!IlLS QQ~: On billing date. 

BILLS PAST DUli: Fifteen (15) days after billing date. 

Issued in accordance with authority granted by the North 
Carolina Utilities Com~ission in Docket No. R-396. 

DOCKET NO. W-399 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Application by Suburban _Real Estate, Inc., } RECOMMENDED 
T/A Suburban Utilities Company, P. O. Box ) ORDER GRANTING 
759, Smithfield, North Carolina, for a ) CERTIFICATE OF 
Certificate of Public Convenience and ) PUBLIC 
Necessity to Furnish water Utility Service) CONVENIENCE AND 
in Forest Hills Subdivision, Johnston ) NECESSITY AND 
County, North Carolina, and for Approval ) APPROVAL 
of Rates. ) OF RATES 

HEARD IN: 

BEFORE: 

APPEARANCES: 

HeariDg Room of the Commission, Ruffin 
Building, One West Horgan Street, Raleigh, 
North Carolina, on Thursday, November I, 1973, 
at 10:00 A.M. 

Chairman Marvin R. Wooten, Hearing Commissioner 

For the Applicant: 

W. Kenneth Hinton 
Attorney at Lav 
P. O. Box I I 62 
Smithfield, North Carolina 
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For the Commission Staff: 

Jerry B. Pruitt 
issoci ate Commission Attorney 
Ruffin Building 
Raleigh, North Carolina 27602 
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CHAIRKAN WOOTEN, HEARING COMMISSIONER: By application 
filed vith the North Carolina Utilities Commission on August 
22, 1973, suburban Real Estate, Inc., T/A suburban Utilities 
Company, seeks a Certificate of Public Convenience and 
Necessity to provide utility water service in the Forest 
Hills subdivision, Johnston County, North Carolina, and 
approTal of rates to be charged therein. 

By order issued September 27, 1973, the Commission 
scheduled the matter for public hearing and required that 
Notice of the public hearing be given by the Applicant. The 
requisite public notice was given by personal service on 
customers by mail or by hand deliTery. No one petitioned to 
intervene in the matter or protested the application. 

The public bearing was 
designated. No one appeared 
application. 

held at the time and place 
at the hearing to protest the 

The Applicant was represeijted by counsel and testified in 
support of the application. The Commission Staff Attorney 
cross-examined the witness conc_erning the information 
submitted by the Applicant and the Applicant's vater utility 
operations generally. 

Based upon t~e information contained in 
application in the files of the Commission in 
and the evidence adduced at the public hearing, 
Commissioner makes the following 

FINDINGS OF FACT 

the verified 
this dOcket 

the Hearing 

1- The Applicant, Suburban Real Estate, Inc., T/A 
Suburban Utilities Company, is currently providing public 
utility vater service to nine (9) residential customers in 
Forest Hills Subdivision and is capable of serving the 36 
proposed residential cu.stomers. 

2. The Forest Hills subdivision is located in Johnston 
County approximately 2 miles from the Town of Four Oaks. 

3. No other public utility, municipality or membership 
association currently proposes to provide water service in 
the Applicant's service area. 

4. The well sites and plans for the design of the 
proposed water system have been approved by the ·state Board 
of Health. 
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5. The Applicant proposes to charge a flat rate of $5.00 
per month to_ be billed on a quarterly basis. Billings will 
be made in advance, however, payments will not be considered 
overdue until fifteen (15) days after the end of the 
quarter. 

6. The gross investment in the utility plant to date is 
$16,0ij?.50. 

7. That the Applicant has contracted vith Rose Pump 
comp~ny of Pine Level, North Carolina, to provide emergency 
serYice on said system, this service to include nigh~, 
holiday and weekend emergency service. 

There is a demand 
service in the service 
can best be met by the 

CONCLUSIONS 

and need for 
area proposed by 
Applicant. 

public utility water 
the Applicant which 

That the proposed rates are just and reasonable and the 
facilities and source of supply which the Applicant proposes 
to operate should be adequate to supply the reasonable 
demand of the custo.mers in the proposed secvice area. 

That the Applicant wi·ll be permitted as requested to bill 
quarterly in advance, bovever, bills are not to be 
considered past due until fifteen (15) days after the end of 
the quarter. However, in the event of customer complaints 
in the futu·re, the method of billing should be reconsidered 
by the Applicant and the Commission. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

f. That Suburban Real Estate, Inc., T/A Suburban 
Utilities Company, is hereby granted a Certificate of Public 
convenience and Necessity to provide vater utility service 
in the Forest Hills Subdivision as described herein. 

2. That this Order in itself shall constitute the 
certificate of Public Convenience and Necessity. 

3. That the Applicant provide satisfactory repair 
service at all times through agreements with Rose Pump 
company of Pine Level, North Carolina, or some other 
suitable company. 

q_ That the Applicant is hereby cautioned that it is his 
continuing duty to keep his customers currently advised of 
the sources from which they should seek and to vhom they 
should look for repair service. 

5. That the Applicant print on his vater bills for the 
benefit of his customers the addresses and phone numbers by 
which Rose Pump Company and the Applicant can be reached for 
emergency service. 
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6. That the books and records of the Applicant shall be 
kept in accordance with the rules and regulations of the 
North Carolina Utilities commission, and according to such 
reasonable guidelines as the staff may recommend. 

7. That the,Applicant submit a chemical analysis of the 
water in the water system within thirty (30) days froa the 
date of this Order. 

ISSUED BY ORDER OF THE COMftISSION. 

This 13th da-y of NoTember, f 9i3. 

(SEAL) 

NORTH CAROLINA UTILITIES COftftISSION 
Katherine~- Peele, Chief clerk 

Suburban Utilities company 
Forest Hills SubdiTision 

WATER RATE SCHEDULE 

RATES:· Flat $5.00 per month. 

CONNECTION CHARGE: No tap-on fee 

RECONNECTION CHARGES 

If water service cut off by utility for good cause 
[N.C.U.C. Rule R7-20(f)] $4.00 

If water service discontinued at customer's request 
[N.c.u.c. Rule R7-20(g) J $2.00 

BILLING 

Billing allowed in advance on a quarterly basis. However, 
bills not to be considered past due until fifteen ( 15) 
days after the end of the quarter. A finance charge of 1% 
per month vill be applied to the unpaid balance of all 
accounts not paid by fifteen days after the end of the 
quarter. 

Issued in accordance vith authority granted by the North 
Carolina Utilities commission in Docket No. W-399 on the 
J3th day of November, 1973. 
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DOCKET NO. W-372 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Joint Application by w. E. CaYiness, t/a 
Touch and Flow Water Systems, I 18 Popular 
Street, Jacksonville, North Carolina, and 
by M. K. Sessoms, t/a Raeford Plumbing & 
Heating company, North Main street, 
Raeford, North Carolina, for Authority to 
Transfer the water System in Wrightsboro 
subdivision, Hoke county, North Carolina, 
and for Approval of a certificate of 
Public Convenience and Necessity and Rates 

RECOHHENDED 
ORDER GRANTING 
CERTIFICATE OF 
PUBLIC 
CONVENIENCE 
AND NECESSITY 
AND APPROVAL 
OF RATES 

HEARD IN: Hearing Room 
Building, One 
North Carolina, 

of the Commission, Buffin 
Rest Morgan Street, Raleigh, 
on March 6, 1973. 

BEFORE: Chairman Marvin R. Wooten, Rearing commissioner 

APPEARANCES: 

For the Applicant: 

Charles A. Hostetler, Esq. 
Hostetler & HcNeill 
Attorneys at Lav 
109 Campus Avenue 
Raeford, North Carolina 

For the Commission staff: 

William E. Anderson, Esg. 
Assistant comaission Attorney 
North Carolina utilities co■■ission 
Ruffin Building 
one west Morgan Street 
Raleigh, North Carolina 27602 

WOOTEN, HEARING COftftISSIONER: By ~oint Application filed 
with the North Carolina Utilities Commission on January 16, 
1973, the Applicant, M. K. Sessoms, t/a Raeford Plumbing & 
Heating company, seeks authority to acquire the water system 
in Wrightsboro Subdivision owned and operated by w. E. 
CaYiness, t/a Touch and Flow Water Systems, and a 
Certificate of Public Convenience and Necessity to provide 
public utility water Service in that subdivision, and 
approval of rates to be charged therein. 

By Order issued January 3f, 1973, the Comnission scheduled 
the matter for public hearing, required that the Applicant 
submit additional information pertaining to the Application 
and required that notice of the public hearing be given by 
the Applicant. The requisite public notice vas giTen in ru 
!Q..!§-Journal, Raeford, North Carolina, and by personal 
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service on customers by mail or by hand delivery. No one 
petitioned to intervene in the matter or protested the 
Application. 

The public hearing was 
designated by prior order. 
to protest the Application. 

held at the time and 
No one appeared at the 

place 
hearing 

The ipplicant, M. K. 
represented by counseli 
received for the record. 

Sessoffls, appeared himself and vas 
his evidence was offered and 

Based upon the information 
Application in the files of the 
and the evidence adduced· at the 
commissioner makes the fol'lowing 

contained in the verified 
Commission in this docket 

public hearing, the Hearing 

FINDINGS OF FACT 

1- That the Applicant is currently providing public 
utility water service to four residential customers in 
Wrightsboro subdivision, and seven residential customers in 
an adjacent mobile home park. 

2. That the Applica~t is a resident of Hoke county, 
North Carolina, vith his business address at North Main 
Street, Raeford, North Carolina; this business enterprise is 
engaged in the plumbing and heating business. 

3. That Wrightsboro Subdivision is a residential 
snbdiYision in Hoke County, North Carolina, off Highway 401 
south-vest of Fayetteville, North Carolina, currently 
receiving water service f'rom w. E. Caviness, t/a Touch and 
Flov Water system pursuant to a Commission order issued 
September 15, 1912, denying a Certificate of Public 
Con•enience and Neces·Sity "subject to leave to operate until 
successor service can be provided". 

Q. That no other public utility, municipality or 
membership association currently proposes to provide water 
service in the Applicant•s ptoposed service area. 

5. That the Applicant, ft. K. Sessoms, is in the process 
of acquiring approval of the State Board of Health for the 
design of the water system. 

6. That the Applicant proposes to charge the following 
metered rates for residential serVice: 

Up to first 3,000 gallons per month - $6.00 minimum 
All over 3,000 gallons per month - $1.00 per 1,000 gallons 

1. That there are approximately ten houses in the 
subdiYision but only four are occupied at the present time; 
because of the highly mobile nature of residents in 
Vrightsboro subdiYision, being primarily persons associated 
vith Port Bragg, the Applicant Sessoms has requested a 
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service charge of $10.00 to be paid by each nev customer at 
the time service is connected; in viev of the particular 
facts in this case, said Charge is just and reasonable. 

8. That current operations are 
operating income for return but further 
area is anticipated by the Applicant. 

not producing a net 
development of the 

afford the 
reasonable 
demand for 

9. That the proposed metered rate leYels will 
Applicant an opportunity to obtain a just and 
rate of return as the number of customers and 
water increases, and are fair to the using and 
public; they, therefore, are herein found to be 
reasonable rates because of the particular facts 
case. 

consuming 
just and 
of this 

(0. That the Applicant operates a substantial plumbing 
business employing eleven persons which will be able to 
provide emergency service; the Applicant should provide 
telephone numbers for 24-hour per day repair service on its 
billing statements. 

Whereupon, the Hearing Commissioner reaches the follovj,.ng 

CONCLUSIONS 

There is a demand and need for public utility water 
service in the service area proposed by the Applicant. The 
proposed rates are just and reasonable and the facilities 
and source of supply which the Applicant proposes to operate 
and improTe as the demand grows, and to so improve in 
accordance with the requirements of the commission, should 
be adequate to supply the reasonable demand of the customers 
for domestic water service in the proposed service area. 

The present and above-mentioned arrangements fo~ repair 
service should be adequate to the needs of Applicant's 
customers, but that in the event any change in the repair 
arrangements .should become necessary, Applicant should 
promptly make a new arrangement equally as satisfactory as 
the existing one, as it is·the continuing duty of Applicant 
to keep its custom·ers currently advised of the sources from 
which they should seek a.nd to whom they should look for 
repair service. 

IT IS, THEREFORE, ORDEREQ: 

I• That a certificate of Public Convenience and 
Necessity be, and hereby .is, granted; said Certificate 
authorizes the Applicant to operate as a public utility 
providing water service in Wrightsboro Subdivision. 

2. That this Order will of itself • constitute the 
Certificate of Public convenience and Necessity. 

3. That the- schedule of rates attached hereto as 
"Appendix A" be, and hereby is, approved; said schedule of 
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rates is hereby deemed to be 
pursuant to G. s. 62-138 and will 
next regular billing, upon 
customers. 

filed with the Commission 
become effective on the 

one day•s notice to the 

4. That the books and records of the Applicant shall be 
kept in accordance vith the Rules and Regulations of the 
North Carolina Utilities commission, and according to such 
reasonable guidelines as the Staff may recommend, the 
Applicant being hereby directed to arrange a conference .with 
a Staff member to discuss such guidelines. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 19th day" of t-iarch, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

APPENDIX "A" 
K.K. Sessoms, 

T/A Raeford Plumbing and Heating •Company 
Wrightsboro subdivision 

WATER RATE SCHEDULE 

~ED RATES (RESIDENTIAL, coaMERCIAL AND SWiaMING POOL 
SERVICE) 

Up to first 3,000 gallons per month - $6.00 minimum 
All over 3,000 gallons per month - $f.00 per 1,000 

gallons or portion thereof 

CONNECTION CHARGES 

Tap-on fee $250.00 
Service charge for each new customer 

at time service is connected $ 10.00 

~NECTION CHARGES 

If water service cut off by utility for good cause 
[N.c.u.c. Rule R7-20(fl J $q.oo 

If water service discontinued at customer's request 
[N.c.u.c. Rule R7-20(g) J $2.00 

Twenty days 
per month will 
accounts not 
billing aate. 

after date rendered. A finance charge of 1% 
be applied to the unpaid balance of all 
paid within twenty-five (25) days from the 

Issued in accordance with authority granted by the North 
Carolina Utilities Commission in Docket No. W-372. 
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DOCKET NO. W-282 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application by Umstead Water Company, ) 
Route 8,. Box I 14, Raleigh, North Carolina, ) 
for a certificate of Public convenience ) ORDER GRANTING 
and Necessity to Provide Water Utility ) FRANCHISE AND 
Service on U. S. 70 and Airport Road near ) APPROVING RATES 
Raleigh, Wake county, North Carolina, and ) 
for Approval of Rates ) 

HEARD IN: 

BEFORE: 

and: 

APPEARANCES: 

Commission Hearing Room, One West Horgan 
Street, Raleigh, North Carolina on August 21, 
1970, at 9:30 A. M. and on Hay 4, 1972, at 
10:00 A. M. 

Commissioners Hugh A. Wells (Presiding), John 
w. McDevitt and Hiles u. Rhyne (August 2(, 
1970) 

Commissioner Hiles H. Rhyne (Hay 4,. I 972) 

For the Applicant: 

Waverly H. Robinson 
c/o Umstead Water company 
Route 8, Box I 14 
Raleigh, North Carolina 27607 

For the commission staff: 

Maurice w. Horne 
Assistant Commission Attorney 
P. o. Box 991, Raleigh, North Carolina 27602 
(August 2 I, I 970) 

William E. Anderson 
Assistant Commission Attorney 
P. o. Box 991, Raleigh, North Carolina 27602 
(May 4, 1972) 

BY THE CO~MISSION. On August I, 1970, the application in 
the above captioned matter was filed with the commission. 
Public hearing vas held on August 21, 1970, and was 
continued to enable the Applicant to present further 
evidence of public convenience and necessity. 

on Hay 4, 1972, further public hearing vas held, and late 
exhibits were due following the hearing consisting of a 
corporate 'charter and a letter from the State Board of 
Health approving the water system. The corporate charter 
has been filed, but the Board of Health approval letter has 
not been obtained. 



CERTIFICATES AND RATES 779 

Public notice of .the hearings was given as specified by 
the Commission, and no interventions or protests were 
r-eceived. No one appeared at the hearings to protest the 
application. 

In staff conference on February 26, f972, the Commission 
discussed the current status of this matter, and is of the 
opinion that the water utility franchise should be granted, 
and that the Applicant should be required to take all steps 
necessary to obtain State Board of Health approval of the 
water system within the next 6 months. 

Based on the information contained in the application and 
in the records of this proceeding, the Commission makes the 
following: 

FINDINGS OF FACT 

I. The Applicant,. Umstead Water Company, is a 
corporation duly organized under the laws of the State of 
North Carolina, and is authorized under its Articles of 
Incorporation to engage in the operation of public 
utilities, as defined in G. S. 62-3. 

2. The Applicant proposes to furnish water utility 
service to certain commercial customers on U. S. 70 West and 
Airport Road, vest of Raleigh, and has filed a schedule of 
rates for said serv_ice. The Applicant proposes to limit the 
supply of water to its customers if the supply becomes 
critical, and to serve only those customers who can be 
supplied by the Applicant's available Yells located on the 
property of Carolina crane Corp. 

3. Testimony by' !1.r. O. Temple Sloan, president of the 
Applicant, indicates that the Applicant does not anticipate 
any residential custoAers because of the commercial nature 
of the service offered, and because of the area zoning. The 
gross investment in the water system is approximately 
$60,000. 

4. There is an established market for water utility 
service in the area, and such services are not nov proposed 
for the area by any other public utility, municipality, or 
membership association. The Applicant presently furnishes 
said ser-vices to approximately 18 commercial customers in 
the area. 

5. The well sites have been approved by the state Board 
of Health. The Applicant has submitted plans and 
specifications of the water system to the Board of Health 
for their review. 

6. The Commission sta·ff representative indicates that 
the water distribution system and the storage capacity of 
the elevated tank are satisfactory to comply with the 
requirements of the State Board of Health, and that the only 
questionable aspect of this system is its well capacity. 
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The staff representative recommends that· the limited well 
capacity requires that the limited nature of the water 
service available be empbqsized to each customer. 

7. The annual revenues, based on the proposed rates and 
on I B customers and a total ·average consumption of 500,000 
gallons per month, would be approximately $7,000. 

8. The Applicant has added several classes of commercial 
customers since this application was filed, and has filed a 
tariff listing rates for the several classes ·of customers. 

9. The water system •is naintained by the Applicant's 
Secretary-Treasurer, Hr. Waverly H. Robinson, vho is also a 
partner in Carolina Crane Corp., and who resides in 
Char.latte and commutes to Raleigh on weekends. There have 
been no customer complaints regarding the serTice rendered. 

CONCLUSIONS 

Based on the foregoing Findings of Fact, the Commission 
concludes that there is a demand-and need for vater utility 
service f9r commercial customers in the area on o. s. 70 
west and Airport Road presently served by the Applicant, and 
that said service can best be furnished by the Applicant. 

The initial rates approved by the Commission for said 
water utility service should be those contained in the 
Schedule of Rates attached hereto, .which rates include the 

,same rates the Applicant vas charging for the water utility 
service prior to the public hearings, and which rates can be 
considered acceptable to the customers for the specialized 
service being furnished, in view of the lack of response 
from the customers. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

1. That the Applicant, Umstead Water Company, is hereby 
granted a Certificate of Public Convenience and Necessity to 
furnish water utility service to its commercial customers 
along u. s. 70 Rest and Airport Road, as described herein 
and more particularly as described in the application made a 
part hereof by reference. 

2. That this Order in itself shall constitute the 
Certificate of Public Convenience and Necessity. 

3. That the Schedule of Rates attached hereto as 
Appendix 11 A11 is hereby approved, and that said Schedule of 
Rates is hereby deemed to be filed with the Commission 
pursuant to G. s. 62-138. 

4. That the Applicant shall meter the water service for 
all customers, and shall charge the minimum rate under the 
metered rates for each class of customers until such time as 
the water service is metered for all customers in that 
class. 
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5. That the Applicant shall ensure that bills for the 
water service are rendered on a regular, periodic basis; and 
that said bills shall contain the name, address and phone 
number of Kr. o. Temple Sloan in Raleigh, North Carolina as 
the local representative of the water company; and that said 
bills shall also contain the name, business address and 
phone number of WaYerly 8. Robinson in Charlotte, North 
carolina, as the alternate representative of the water 
company. 

6. That the ~pplicant is hereby cautioned that in the 
event the present arrangements for proYiding dependable and 
prompt maintenance and repair service are terminated, the 
Applicant shall immediately •ake alternate arrangements 
vhich shall be at least as reliable as the present 
arrangements, and the Applicant shall immediately notify the 
Commission of such alternate arrangements. 

7. That the Applicant shall maintain its books and 
records in such a manner that all of the applicable items of 
information required ill the Applicant's prescribed Annual 
Report to the Commission can be readily identified from the 
books and records, and can be utilized by the Applicant in 
the preparation of said Annual Report. A copy of the Annual 
Report form shall be furnished to the Applicant with the 
mailing of this Order. 

8. That the Applicant is 
steps necessary to obtain State 
the water system vithin six (6) 
Order. 

hereby required to take all 
Board of Health approval of 
months from the date of this 

9. 
copy 
also 

That 
of this 
to each 

the Applicant is hereby required to furnish a 
Order to each of its present customers, and 
of its future customers. 

ISSUED BY ORDER OF ~HE COftftISSION. 

This the 20th day of Karch, 1973. 

(SEiL) 

NORTH CAROLINA UTILITIES COHHISSION 
Katherine H. Peele, Chief Clerk 
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DOCKET NO. W-282 
U~stead Water company 

Prom Carolina crane Corp. on u. s. 70 
~est to customers on Airport Road, near 

Raleigh, North Carolina 

•iATER RATE SCHEDULE 

METERED BATES (Commercial Service) 

service in Umstead Industrial Park: 

Up to first 3,000 gallons per month - $4.68 minimum 
All over 3,000 gallons per month - $1.00 per 1,000 gallons 

Maximum water available per month shall be 6,000 
gallons per customer. See note below. 

Service outside Umstead Industrial Park (Class I): 

Up to first 6,000 gallons per man.th - $10.00 minimum 
All over 6,000 gallons per month - $1.00 per 1,000 gallons 

Maximum water available per month shall be 25,000 
gallons per customer. See note below. 

Service outside Umstead Industrial Park (Class II): 

Up to first 25,000 gallons per month - $40.00 minimum 
All over 25,000 gallons per month - $1.00 per_l,000 

gallons 
Maximum water available per month shall be 60,000 
gallons per cgstomer. See note below. 

Note: Where additional water above the 60,000 gallon 
limit is requested, the customer requesting 
such additional water shall be assessed for the 
cost of the additional wells necessary to 
provide the additional vater. Where more than 
one customer requests such additional water, 
the cost shall be shared pro rata between the 
requesting customers. 

CONNECTION CHARGES 

Service in Umstead Industrial Park 

3/4" service line $75. 00 
over 3/4 11 service line - Actual cost of connection 

Service outside Umstead Industrial Park 

$3,000.00 tap-on fee, plus connection charge and meter set 
fee, as follows: 

3/4" service line 
I" service line 
over 111 service line 
Meter set fee 

$250.00 connection charge 
- $300.00 connection charge 

Actual cost of connection 
- $ 4.25 per connection 
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RECONNECTION CHARGES 

If water service cut off by utility fOr good cause 
[ NCUC Rule R7-20 (f) ] $4. 00 

If vater service discontinued at customer's request 
[ NCUC Rule R7-20 (g,) J $2.00 

BILLS QQ] when rendered 

BILLS R!ST DU] fiftPen {IS) days after billing date 

FINANCE CHA:RGES FOR LATE PAYPIENT are one percent (I• 0%) per 
moritii"On theinpaid-balance for bills Still past due twenty
five (25) days after billing date. 

Note: The Col!l.pany rese't;ves the right to limit the supply of 
vater to customers if the supply becomes critical. 

Issued in accordance with authority granted by the North 
Carolina Utilities Commission in Docket No. W-282, dated 
t1arch 20, 1973. 

POCKET NO. W-80, SUB 17 

BEFORE THE NORTH CAROLINA UTILITIES COHHISSION 

In t"he Matter of 
Application b.y Waterco, Inc.; 6700 Belhaven ) 
Blvd., Charlotte·,. North Carolina, for a Certi- ) RECOMMENDED 
ficate of Pub·lic Convenience and Necessity to ) ORDER 
Provide Wa~er Utility Service in Bermuda Run ) GRANTING 
and Hickory Hill subdivisions in Davie County, ) FRANCHISE 
and in Farmvood and Harbor House Estates sub- ) AND 
divisions in Mecklenburg County, North ) APPROVING 
Carolina, aftd for Approval of Rates ) RATES 

HEARD IN: 

BEFORE: 

APPURANCES: 

Commission Hearing Room, Ruffin Building,. One 
West Morgan Street, Raleigh, North Carolina, on 
July 31, 1973, at 2:00 P. M. 

Hearing commissioner Ben E. Roney 

For the Applicant: 

Charles J. Henderson 
Henderson, Henderson, and Shuford 
~ttorneys at Lav 
400 Lav Building 
Charlotte, North Carolina 28202 

For the Commission Staff: 

Maurice w. Horne 
Assistant Commission Attorney 
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Post Office Box 991 
Raleigh, North Carolina 27602 

RONEY, HEARING CO!KISSIONEB: On Hay 21, 1973, the 
Applicant, Waterco, Inc., filed an application with the 
North Carolina Utilities commission for a Certificate of 
Public ConTenience and Necessity to provide water utility 
service in Bermuda Run and Hickory Hill Subdivisions in 
Davie county, and in Farmvood and Harbor House Subdivisions 
in Mecklenburg County, North Carolina, and for approval of 
rates. 

By Order issued on June 4, 1973, the Commission scheduled 
the application for public hearing, and required that Public 
Notice of the hearing be given by the Applicant. Public 
Notice was furnished to each customer in the aforementioned 
subdivisions by the Applicant, and was publi~hed in The 
necklenburg Times, Charlotte, North Carolina, and in The 
Davie county Enterprise Record, nocksville, North Carolina, 
advising that anyone ·desiring to intervene or to protest the 
application was required to file their intervention or their 
protest vith the Commission by the date specified in the 
Notice. No formal interventions or protests vere received 
by the commission. 

The public hearing vas held at the time and place 
specified in the commission's Order. Mr. Garmon c. McCall, 
Secretary-Treasurer of Waterco, Inc., appeared at the 
hearing as a witness for the· Ap.plicaiit and presented 
testimony in support of the application. Mr. J. Roderic 
Bailey appeared as a witness for the Commission staff and 
presented testimony concerning his ·evaluation of the 
Applicant's plans.for the water utility operation. No one 
appeared to protest the application. 

Based on the information contained in the application and 
in the records of this proceeding, the Hearing Commissioner 
now makes the following: 

FINDINGS OF FACT 

I. The Applic~nt, ifaterco, Inc., is a corporation duly 
organized under the lavs of the state of North Carolina, and 
is authorized under its Articles of Incorporation to engage 
in the operation of public utilities, as defined in G. s. 
62-3. 

2. The Applicant proposes to furnish water utility 
service in Bermuda Run and Hickory Hill subdivisions in 
Davie County, and in Farmwood and Harbor Hoose Estates 
subdivisions in Mecklenburg County, North Carolina, and has 
filed a Schedule of Rates for said service. 

3. Bermuda Run, a Subdivision consisting of 
approximately 15 streets and 300 lots constructed around a 
golf course, is located on a. S. Highway 158 approximately 
10 miles northeast of Mocksville, North Carolina, in Davie 
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County. Hickory Hill Subdivision is located on o. s . 
Highwa y 64 approxi■ately 3 ■iles east of "ocksville, a nd 
consists of approxi■ately 30 street s and ■ore than 300 lots , 
and a gol f course. Far■vood Subdivision , containing 
approxiaately 25 streets and ■ore than 300 lots, is l ocated 
on State Highway 5 1 approxi■ately 5 ■iles north of "atthe vs , 
North Carolina, in "eckle nburg County. Harbor House Estates 
is l ocated off of Interstate 85 approxi ■ately 10 ■iles vest 
of Charlotte , North Carolina , in "ecklenburg County, and is 
co■prised of approxi ■ately 3 streets and 75 lots. 

4. The Applicant serves a total of approxi■ately 30 
custo■ers at the present ti ■e in these 4 s ubdivisions b u t 
could be serving as ■ any as 700 or 800 total custo■ers i n 
these areas when their develop■ent is co■pleted. 

5 . The Applicant has entered into agree■ents securing 
owne rship or control of the water syste■ and of the sites 
for the wells . 

6 . There is an established market for water utility 
service in the s ubdi visions, and s uch services are not no w 
proposed for the subdivisions by any other public utilities , 
■unicipalities , or ■e ■bership associations. There is a 
reasona ble prospect for growth in de■and for the proposed 
utility services in the subdi visions. 

7. The water syste■ plans are approved by the State 
Board of Health. 

8. The Applicant holds franchises to provide water 
utility service in thirteen other subdivisions in North 
Carolina, and it furnished water to approxi ■ately 842 
c ustomers and received approxi ■ately $61,000 in annual 
revenues fro■ its water utility operation s in these 
s ubdivi s ion s according to its annual report to the 
Co■■i ssion for 1972. 

9. The Applicant offered no operating e xpense figures 
other than those contained in its 1972 Annual Report to the 
Co■■ission . 

10 . The Applicant ' s rates for water utility service in 
its previously franchised service areas are as shown in Rate 
Schedule A below: 

RATE SCHEDULE A 

fir s t 3 , 000 gallons, or l ess , per ■onth •••••• $3.50 
(M ini ■u■ Bill) 

~ext 5 , 000 gallons per month, per I , 000 gallons . • .90 
Next 12,000 gallons per ■ onth , per 1,000 gallons . 80 
All o ver 20 , 000 gallons per aonth , per 1, 000 gallons .70 

The Applicant proposes to c har ge the rates s hown in Rate 
Schedule B be l ow to the residential customers in Bermuda 
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Run, Hickory Bills, Farmvood, and Harbor Bouse Estates 
subdivisions: 

R~TE SCHEDULE B 

First 3,000 gallons, or less, per month 
(Minimum 

Next 3,000 gallons per month, per I ,ooo gallons. 
Next 4,000 gallons per month, per 1,000 gallons. 
Next 10,000 gallons per month, per J,000 gallons 

• $5. 50 
Bill) 

All over 20,000 gallons per month, per 1,000 gallons 

I. 25 
1- 10 
I. 00 
.90 

I 1- At the rates shown above in Rate Schedule "A", the 
Applicant•s 1972 Annual Report to the Cofilmission shows a 
loss of approximately $5,000 for vater operations in its 
franchised area·s. Based on these figures, waterco, Inc., 
would have had to charge approximately $!.30 more per 
customer per month to recover its loss and attain a return 
on its inTestment comparable to its risk in these vater 
systems. Based on an average monthly water consumption of 
6,000 gallons per customer, each customer nov pays 
approximately $6.20 per month. 

12. Based on an aYerage monthly consupption of· 6,000 
gallons per customer, the average water user would be asked 
to pay $9.25 per month under Rate schedule "B", nov proposed 
by the Applicant. 

13. The Commission staff representative recommended that 
the Applicant be granted the following rates for residential 
serYice: 

Op to 3,000 gallons per month 
All over 3,000 gallons per month 

$5. 00 l!i ni11um 
1.00 per 1,000 gallons 

This would yield a monthly charge of $8.00 for the average 
water customer, based on an average ■onthly consu■ption of 
6,000 gallons. These rates are the sane as those rates 
found reasonable for the ini~ial operation of si ■ilar 
regulated vater utility systems, and appear to offer the 
Applicant an opportunity to obtain an adequate return on its 
inyestment when its plant becomes ■ore fully utilized. 

14- The Applicant has entered into agreements whereby 
contributions-in-aid of construction in the subdivisions 
will be paid by the building contractors or de•elopers of 
the lots, and will not be paid directly by the water 
customers. 

rs. The Applicant shows the anticipated original cost of 
the water utility in these four subdiTisions as $442,800. 

eased on the foregoing Findings of Fact, the Hearing 
Commissioner reaches the following: 
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CONCLUSIONS 

There is a demand and·. need for water utility service in 
Bermuda Run, Hickory Hill, Farmvood, and Harbor House 
Estates Subdivisions vhich can best be _met by the Applicant., 

I 

the operating expense figures contained in the 
1972 Annual Report to the Commission, the rate 

the Applicant for residential customers is 
rate of $5.00 minimum for the first 3,000 
s1.oo per 1,000 gallons over the first 3,000 
yield a fait and reasonable return to ·the 

Based on 
Applicant's 
proposed by 
excessive. A 
g~llons and 
gallons vould 
Appl.icant. 

The minimum 
customers using 
reasonable. 

charges 
meters 

proposed 
larger 

by the Applicant for 
than 3/ij-inch appear 

IT .rs, THEREFORE, ORDERED AS FOLLOWS: 

J. That the Applicant, Waterco, Inc., is hereby granted 
a Certificate of Public Convenience and Necessity in order 
t6 provide vater utility service in Bermuda Run, Hickory 
Hill, Farmvood, and Harbor House Estates subdivisions, as 
described herein and more particularly as described in the 
application made a part hereof by reference. 

2. That this Order in itself shall constitute the 
certificate of Public convenience and Necessity. 

3. ·That the Schedule of Rates attached hereto as 
Appendix 11 A11 is hereby approve4, and that said Schedule of 
Rates is h9reby deemed to be filed with the commission 
pursuant to G. s. 62~138. 

ISSUED BY ORDER OF THE COMMISSION. 

This, the 14th day of September, (973. 

(SEAL) 

NORTH CAROLIN A U'IILITI ES COtiHISSION 
Katherine M. Peele, Chief Clerk 
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APPENDIX 11 A" 
DOCKET NO. W-80, SOB J7 

Waterco, Inc. 
Bermuda Run, Davie County 
Hickory Hill, Davie County 

Farmwood, Mecklenburg County 
Harbor House Estates, Mecklenburg Ccunty 

WATER RATE SCHEDULE 

HETERED RA TES 

Domestic Service (3/4-inch meter) 
First 3,000 gallons.. • • • • $ 5.00 

Kaster Heter Billing ( I-inch meter) 
First 3,000 gallons • • • • • • 7.50 

Master Meter Billing ( I I /2-inch meter) 
First 3 ,ODO gallons • • • • • .. I 2. 50 

Master Heter Billing (2-inch meter) 
First 3,000 gallons. • • • • • 17.50 

Master Heter Billing (3-inch meter) 
First 3,000 gallons • • • .. • • 35.00 

Master Heter Billing (6-inch meter) 
First 3,000 gallons SO.OD 
Next 17,000 gallons - $1.00 per 1,000 gallons 
Over 20,000 gal.Ions - $ .90 per f",.000 gallons 

Condominiums and 11obile ·eome Parks will pay an additional 
$~.00 per month per unit. 

CONNECTION CHARGES (Paid by Developer) 

Bermuda Run. 
Farmvood •• 
Hickory Hill 
Harbor House Estates 

$400.00 each 
594.00 each 
500.00 each 
600.00 each 

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 

JIT.1!& DUE - On billing date. 

BILLS PAST DUE - Fifteen (15) days after billing date. 

~.!11!1!§ - Monthly,. in arrears. 

fINANCE CHARGES FOR 1ATE PAYMEN! - None. 

Issued in accordance with 
Carolina Utilities Commission 
September 14,. ( 973. 

authority qranted by the North 
in Docket No. R-80,. Sub 17 on 
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DOCKET NO. W-373, SUB I 

BEFORE THE NORTH CAROLINA UTILITIES COftBISSION 

In the Hatter of 
Daniel A. Vogel, Jr., T/A Foxcroft 
Apartments, 

Plaintiff, 

University of North Carolina at 
Chapel Hill, d/b/a .University 
Service Plants, 

Defendant. 

ORDER 

789 

HEARD IN: The Hearing Room 
Building, One West 
North Carolina, on 

of the commission, Ruffin 
ftorgan Street, Raleigh, 

~ay 10, 1973, at 10:00 A.B. 

BEFORE: Commissioners Hugh A. Wells (Presiding), John 
W. 3cDevitt and Ben E. Roney 

APPEARANCES: 

For the Plaintiff: 

James D. Monteith, Esquire 
200 Lav Building 
Charlotte, North Carolina 28202 

For the Defendant: 

I. Beverly Lake, Jr., Esquire 
Attorney General's Office 
Ruffin Building 
Raleigh, North Carolina 27602 

For the Commission staff: 

w. B. Partin, Jr., Esquire 
Assistant commission Attorney 
North Carolina Utilities Commission 
Ruffin Building 
aaleigh, North Carolina 21602 

WELLS, COMMISSIONER. This matter came on for hearing 
before Division III of the Commission upon the complaint of 
Daniel A. Vogel, Jr., of Chapel Hill, North Carolina, 
against the Board of Governors of the University of North 
Carolina. At the outset of the hearing it was stipulated 
and agreed by all counsel that the University of North 
Carolina at Chapel Hill, d/h/a University Service Plants, .be 
substituted as the party Defendant in lieu of the individual 
members of the Board of Governors of the University of North 
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Carolina, vhich amendment to the Pleading was allowed and 
ordered by the commission. 

Mr. Vogel presented evidence 
exhibits presented by hi•self 
Professional Engineer and 

consisting of testimony and 
and Mr. M. J. Hakan, a 
Partner in Bakan/Corley 

Associates, an Architectural 
Hill. 

Engineering Firm in Chapel 

Evidence for the Defendant consisted of testimony and 
exhibits presented by Mr. Grey Culbreth, Director of 
Utilities for the OniYersity at Chapel Hill, Mr. Everett 
Billingsley, Professional Engineer, Distribution 
Superintendent for University SerYice Plants, and Virgil 
Pyrguson, Professional Engineer, District Manager of 
Pitometer Associates, an Engineering Consulting Firm of 
Pittsburgh, Pennsylvania, employed by Uniyersity Service 
Plants in study and design of its water system. 

Mr. Vogel's eYidence tended to show that he is the owner 
of approxi ■ately 60 acres of land of the northeast edge of 
Chapel Hill, lying between O.S. 15 - 501 and Old Oxford 
Road, on J9 acres of which land he is presently building and 
developing an apartment complex known as Foxcroft 
Apartments. The complex is designed to include 31 apartment 
buildings of eight units each, vith acco■ panying 
recreational facilities. The principal access to the 
development vill be a through street running from 15-501 to 
Old Oxford Road. Vogel's plans originally contemplated 
water for the project to be supplied from principal mains of 
UniYersity Service Plants in the edge of 15 - 501 and in Old 
Oxford Road, vith a 6-inch connection to run from each 
source into the project and dead end, each connection to 
supply approximately f/2 of the planned residential. units. 
The project was designed to incl.ude three fire hydrants, one 
at the 15 501 entrance, one at the Ol.d Oxford Road 
entrance, and one in the middle of the project. The 
apartment project is underway but does not now have any 
water service. Tvo of the buildings under construction 
recently burned down. Upon !r. Vogel.•s completing his 
construction plans and water layout, he discussed said pl.ans 
with service Plant Superintendent Billingsley, and states 
that he was informed that such plans were not acceptabl.e 
under the service Plant's standards. Vogel later a■ended 
his plans to proYide for a 6-inch line to eitend the entire 
distance through the project from the 15 - 501 connection to 
the Old Oxford Road connection, but these plans vere not 
acceptable to service Plants. Vogel proposed that the 
ownership of the 6-inch line be retained by hi■• with no 
dedication to Service Pla.nts. metering to be acco■plished by 
a ■aster ceter at each point of connection. Service Plants 
insisted that the.main line through the property shoul.d be 
at l.east eight inches in diameter and should be dedicated to 
SerYice Plants. In addition, SerYice Plants indicated to 
Vogel their need for a 12-inch main running fro■ 15 - 50( to 
Ol.d Oxford Road, and offered to pay Vogel the difference 
between the cost of installation of an 8-inch ~nd a 12-inch 
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line, the (2-inch line to be dedicated to Service Plants, 
and to be owned and maintained by them. 

Service Plants' evidence tended to show that the 
University furnishes public water service to the Tovn ·of 
Chapel Hill and surrounding suburban areas. Its water 
syste~ has shown rapid growth, vith particularly heavy 
demand in the northeast quadrant, which includes the area in 
which Poxcroft is located. In an effort to meet the rapidly 
growing demands upon the system, the University upgraded and 
formalized its Service Extension Policy in the Spring of 
(970, promulgating a formal, written document entitled 
"Policy for Extension of Water Service" effective July I, 
1910. In 1972, University engaged the services of Pitometer 
Associates to study its water system and to generate and to 
recommend a plan for t,he long-range growth and development 
of said system. The present water system includes a 12-inch 
main along 15 - 501, which runs to a point approximately 3/~ 
of a mile beyond Foxcroft (this main serving residential, 
commercial and business customers along 15 - 501 and a large 
area east of said highway}, and an 8-inch main along Old 
oxford Road (which main serves a large residential area on 
either side of and beyond Old oxford Road). Based upon the 
recommendations of Pitometer Associates, their ovn studies 
of the development taking place in the area, and their 
professional judgment of the most efficient and effective 
plans to serve the entire area (including Foxcroft and the 
balance of Vogel's property), Service Plant officials hav~ 
determined that it is necessary to install a 12-inch free
floving main through Foxcroft from the 15 - 501, 12-inch 
main to the Old Oxford Road 8-inch main, and that the J2-
inch extension should be dedicated to Service Plants and 
maintained by them. They have offered to pay Vogel for the 
difference in the cost between an 8-inch line (the minimum 
required under the July I, 1970, Policy) and a 12-inch line, 
and upon his agreeing to install such a line and dedicate it 
to them, they vill reimburse him for said cost difference 
and furnish water service to Foxcroft at appropriate rates 
and charges. 

In rebuttal, Vogel offered evidence tending to show that 
in the past, Service Plants had provided metered service to 
roughly similar apartment p~ojects from 6-inch mains. 

In addition 
Commission 'takes 
regulations of 
Commission. 

Based upon 
follOving 

to the evidence adduced at the hearing, 
judicial notice of the rates, rules 
University service Plants on file vith 

the 
and 
the 

the eYidence, the Commission makes the 

FINDINGS OF FACT 

1. Pursuant to the provisions of Chapter 634., 1971 
Session Laws of the General Asse~bly of North Carolina, the 
telephone., electric and vater divisions of University 
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Enterprises of the University of North Carolina at Chapel 
Hill (a/b/a, University Service Plants), are defined as and 
declared to be npublic utilities" as that term is defined in 
G. s. 62-3 (23) and said operations are nov subject to 
jurisdiction and regulation by this Commission pursuant to 
the provisions of chapter 62 of the General Statutes. 

2. Daniel A. Vogel, Jr., is an indiTidual residing in 
Chapel Hill, orange County, North Carolina, engaged in the 
business of developing and operating an enterprise known as 
Foxcroft Apartments, located near the Town of Chapel Hill, 
and he seeks and desires to obtain water service to said 
development from university service Plants. 

3. Foxcroft Apartments is a "development" as that term 
is used in Paragraph 3 of Service Plant's published Policy 
for Extension of Water serYice. 

4. Service Plants• published Policy for Extension of 
Water serYice is predicated upon a reasonable and 
professional design and long-range plan for the extension 
and a provision of public water Service to the Community of 
Chapel Hill and surrounding suburban areas, and its 
requirements are not discriminatory nor unreasonable. 
particularly as to the design and capacity of water mains. 

5. University service Plants has offered to furnish 
water service to Foxcroft apart11en•tS under reasonable terms. 
and the rights of Hr. Vogel as a member of the public to 
obtain said service are predicated upon his agreeing to 
comply vith such plans. 

6. Mr. Vogel•$ plans for installation of water service 
were designed essentially to meet the State Plumbing Code 
and not to comply with the University service Plants• Policy 
for Extension of Water Hains and Water SerYice •. and Hr. 
Vogel's plans are not satisfactory and do not meet service 
Plants' requirements. 

Upon the foregoing Findings of Fact. the commission 

CONCLUDES 

That in order for Hr. Vogel to obtain water service from 
the University he should agree to comply with the Policy for 
Extension of Water as set forth in the published Policy of 
July (970, which Policy calls for water mains of a minimum 
s"ize of eight inches. In view of this Policy, the 
University has requested and required Mr. Vogel to put at 
least an 8-inch water main through his property, and ve 
conclude that that is a reasonable requirement. In addition 
to that requirement. the University, in view of the 
Pitometer Associates' study and prediction for water usage 
in that area of Chapel Hill, has come to the decision that 
it would be necessary at this time to install a (2-incb main 
throuqh the Foxcroft Development, and in viev of those 
circumstances, have asked Mr. Vogel to install such a main, 
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indicating that they will pay hi■ the difference in cost 
between the 8-inch minimum required main and the 12-inch 
main, and ve conclude that this is a reasonable requirement 
on the part of the OniYersity, and that Mr. Vogel, in order 
to obtain water service, should meet such reguire ■ent. 

IT IS, THERFORE, ORDERED THAT: 

(I) In order to obtain water service fro11 University 
SerYice Plants, a public utility, Daniel A. Vogel, Jr., aust 
reasonably comply vith the Policy for Extension of Water 
SerYice promulgated and imple■ented by serYice Plants. 

(2) Said 
of a minimum 
service, Mr. 

Policy requires the installation of 
size of eight inches, and in order 

Vogel must meet this requirement. 

water ■ains 
to obtain 

(3) That the service Plants• long-range plans for water 
Service in the area indicate a need for a (2-inch main 
through the Vogel property, and that this need should be 
accommodated to by Br. Vogel by his installing said 12-incb 
■ain, with the University to pay and reimburse Kr. Vogel for 
the difference in cost between the cost of installing an 8-
incb line and a 12-inch line through said property. · 

(4) In ·order for the ■oney cost difference between an 8-
inch line and a 12-iµch line to be exactly fixed and the 
UniTersity•s obligation to Br. Vogel to be exactly fixed, 
the following cost estimates, presented at the hearing and 
not disputed by either party shall be used in computing said 
difference: 

Cost of 8-inch line 
cost of 12-inch line 

$34,253.01 
$44,673.17 

(S) The 12-inch line shall be a free-flowing line through 
said property, with metering to take place from loops off of 
said 12-inch line, and in addition to paying Mr. Vogel the 
difference in the cost of the 8-inch and 12-inch lines as 
set forth above, the University shall pay Mr. Vogel and 
reimburse him for the reasonable cost of installing said 
meter loops off of the 12-inch free-flowing line. 

(6) Up_on completion of the 12-inch line and its 
connection to the Service Plants• other main, said line with 
appropriate easements for access shall be dedicated to 
SerTice Plants and maintained by them. 

ISSUED BY ORDER OF THE COHHISSION. 

This the 19th day of ~une, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine ft. Peele, Chief Clerk 
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DOCKET NO. W-200, SUB 5 

BEPORE 'THE NORTH CAROLINA UTILITIES CO~HISSION 

In the natter of 
Application of LaGrange waterworks Corp. for 
Assignment of service Areas in Cumberland 
County, and for a certificate of Public con
venience and Necessity to Furnish Water 
Utility serYice in said assigned areas in 
Cumberland county, North Carolina, and for 
Approval of Bates 

ORDER DENYING 
CERTIFICATE 
OF PUBLIC 
CONVENIENCE 
AND NECESSITY 

BEARD IN: Cumberland County Courthouse, Fayetteviile, 
North Carolina on Play 9, 1973 at 10:00 a.11.. 

BEFORE: Commissioners John w. ncnevitt, Presiding, Hugh 
A. Wells and Ben Roney 

APPEARANCES: 

For the Applicant: 

George B. Herndon, Jr. 
Nance, Collier, Singleton, Kirkman & Herndon 
Attorneys at Lav 
·Drawer 1210, Payettevill.e, N. c. 

For the Intervenor: 

Herb_ Thorp 
Rose, Thorp & Rand 
Attorneys at Lav 
200 Green street 
Fafetteville, H. c. 

For the Commission Staff: 

William E. Anderson 
Assistant Commission Attorney 
Horth Carolina Utilities commission 
Ruffin Building, one West Horgan Street 
Raleigh, H. c. 27602 

BY THE COMMISSION: Upon consideration of the decision in 
Docket No. w- I 69, sob I 2, granting a· certificate of Public 
Convenience and Necessity to the Cumberland Water company 
for a water utility service at College Downs subdiYision, 
Cu■berland county, North Carolina, 

IT IS, THEREFORE, ORDERED: 

That the Application of the LaGrange Waterworks 
corporation for a Certificate of Public Convenience and 
Necessity to provide water utility service in an area in 
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Cumberland County which includes 
subdivision be, and hereby is, denied. 

the college Downs 

BY ORDER OF THE COMMISSION. 

This the 2nd day of July, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele,, Chief clerk 

DOCKET NO. W-240, Sub I 

BEFORE THE NORTH CAROLIN.A UTILITIES COM!USSION 

In the Matter of 
Application by Lampe and Vann, a Partnership, 
200 Hawthorne Road, Raleigh, North Carolina, 
for Approval of Increased Rates for Water 
Utility Service in carriage Hills subdivi
sion, Wake· county, North Carolina 

ORDER 
GRANTING 
GENERAL 
RATE 
INCREASE 

HEARD IN: Commission Hearing Room, Ruffin Building, One 
West Morgan Street, Raleigh, North Carolina, 
on February 9, 1973, at 10:00 A. K. 

-BEFORE: commissi9ners John w. McDevitt (Presiding), 
Harvin R. Wooten, and Ben E. Roney 

APPEARANCES: 

For the Applicant: 

Charles B. Morris, Jr. 
Jordan, Morris and Hoke 
Attorneys at Lav 
Box 709, Raleigh, North Carolina 27602 

For the InterT-enors: 

I. Beverly Lake, Jr. 
Assistant Attorney General for consumer 
Protection 
Ruffin Building 
Raleigh, North ·carolina 27602 

For the commission Staff: 

Maurice w. HoCne 
Assistant commission Attorney 
P. o. Box 991, Raleigh, North Carolina 27602 

BY THE COMMISSION: On-October 27, 1972, the Applicants, 
Ross w. Lampe and Wife, and J. Graves Vann, Jr. and Wife, a 
Partnership, T/A ·Lampe and Vann, filed an application with 
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the North Carolina Utilities Commission for 
increase rates for water utility serTice in 
Subdivision, Wake County, Nprth Carolina. 

authority to 
carriage Bil.ls 

By Order issued on November 21, 1972, the commission 
suspended the proposed rates, pursuant to G. s. 62-134, and 
scheduled the matter for public hearing, and required that 
public notice be given. 

on December I, J972, the Applicants filed an amendment to 
their application vhich reduced the proposed rates contained 
in the application. On December B, 1972, the Commission 
issued an Order approving the amended application and 
requiring an amended publiC notice. 

Public notice was furnished to each customer in Carriage 
Hills ·subdivision by the Applicant, and was published in The 
Raleigh Times, Raleigh, ·North Carolina, advising that anyone 
desiring to intervene or to protest the application was 
requested to file the.ir intervention or their protest with 
the commission by the date specified in the Notice. 

On January 26, 1973, Notice of Intervention vas filed with 
the Commission by Robert Horgan, Attorney General for North 
Carolina, through I. Beverly Lake, Jr., Assistant Attorney 
General. for Consumer Protection. on January 30, ( 973, the 
Commission issued an Order recognizing the intervention 
filed by the Attorney General, pursuant to G. s. 62-20. 

The public hearing was held at the time and place 
specified in the Commission's Orders. Hr. John Graves Vann, 
Jr. and Mr. Earle Duvernay appeared at the hearing as 
witnesses for the ~pplicants and presented testimony in 
support of the application. Mr. David F. Creasy, a staff 
engineer, and Mr. Danny B. Jones, a staff accountant, 
appeared as witnesses for the Commission staff and presented 
testimony concerning their evaluation of the Applicants• 
water utility operation. There was one letter of protest 
received by the Commission staff, but no one appeared to 
protest the application. 

Based on the information• contained in the application and 
in the records of this proceeding, the Commission now makes 
the following: 

FINDINGS OF FACT 

.1. The Applicants, Ross R. Lampe and wife, and J. Graves 
Vann, Jr., ·and vife, are engaging in the operation of a 
public water utility as defined in G. s. 62-3. 

2. The Applicants ha.ve been furnishing water utility 
service in Carriage Hills Subdivision, Wake county, North 
Carolina, under a Certificate of . Public Convenience and 
Necessity issued by the North Carolina Utilities Commission 
on October 14, 1968. The present"rates for said service are 
the same rates authorized by the Commission in its Order 
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Granting the certificate of Public Convenience and Necessity 
in I 968. 

3. Carriage Hills subdivision is a residential 
subdiYision consisting of approximately I street and 
approximately 50 lots. The subdivision is located 
approximately I 1/2 miles from the City of Raleigh on 
Edwards Mill Road. The Applicants have furnished vater 
service to approximately 22 customers in Carriage Hills 
since 1968, and have received approximately $1320 annual 
revenues under the present rates. 

4. The provision in the Applicants• present rates 
specifying "bills due within 10 days from the date rendered" 
does not conform to the uniform billing practices specified 
by the commission, and such a provision specifying "bills 
past due 15 days after date rendered" would conform to said 
billing practices. 

5.. The proposed rates are 
charged by the Applicants for 
carriage Hills subdivision prior 

100% higher than the rates 
water utility service in 
to the application. 

6. The annual revenues under the proposed rates, based 
on the Commission staff audit, would be approximately 
$2,6~0, and the annual operating expenses, excluding 
depreciation and income taxes, would be approximately $1358. 

1. The net investment in utility plant plus allowance 
for working capital, based on the Commission staff audit, is 
approximately $(3,015, and the annual depreciation expense 
is approximately $355. 

e. The Commission staff audit included adjustments to 
the annual depreciation expenses and the depreciation 
reserve in order to reflect straight line depreciation over 
the useful life of t~e plant, as determined by the staff 
engineer representatiYe. The audit also includes an 
adjustment in the utility plant in service to disallow 
approximately 25% of the plant as not being necessary to 
serve the present customers, as determined by the staff 
engineer representative. 

Based on the foregoing Findings of Fact, the Commission 
reaches the following: 

CONCLUSIONS 

The Applicants• net investment in water utility plant pl~s 
allowance for working capital in the amount of $13,075 is 
concluded to be the fair value of the water system for rate 
making purposes, pursuant to G. S. 62-133. Said conclusion 
recognizes the manner in which the Applicants obtained the 
water system and the undeveloped lots in Carriage Hills at 
public auction, and subsequently had the water system 
appraised in order to establish its book value, but did not 
have a formal appraisal made of the undeYeloped lots in such 
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a manner that the appraised value 
water system could be compared to 
at public auction. 

of said lots and said 
the actual purchase price 

The net taxable income under the proposed rates will be 
approximately $927, and the annual income tax will be 
approximately $247, leaving a net operating income for 
return of approximately $680, which will produce an 
operating ratio of approximately 74.2%, and vill produce a 
rate of return of approximately 5.2% on the fair value of 
the utility plant investment. The 5.2% rate of return is 
concluded to be just and reasonable in view of the operating 
ratio of 74.2%, which is sufficient to compensate the 
Applicants for their entrepreneurial risk. 

The rates approved by the Commission for water utility 
service in carriage Hills subdivision should be those 
contained in the Schedule of Rates attached hereto, vhicb 
rates are those proposed by the Applicants, and vhich rates 
are concluded to be just and reasonable for the services 
described herein. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

1. That the Schedule of Rates attached hereto as 
Appendix 11 A" is hereby approved, and that said Schedule of 
Rates are hereby deemed to be filed vith the Commission, 
pursuant to G. s. 62-138. 

2. That said Schedule of Rates is.hereby authorized to 
become effective imm~diately for vater furnished after the 
date of this Order, provided said Schedule of Rates does not 
become effectiYe on bills vbich are applicable to water 
service furnished prior to the date of this Order. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 2nd day of April, 1973. 

(SEAL) 

HORTH CAROLINA UTILITIES COHHISSION 
Katherine M. Peele, Chief Clerk 

APPENDIX 11 A 11 

DOCKET NO. W-240, SUB 
Lampe and Vann 

Carriage Hills .Subdivision, Wake county 

RATER RATE SCHEDULE 

~ ~: S(O per month 

CONNECTION CHARGES: None 
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RECONNE£.!ION 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 

BILLS ~OE on billing date 

BILLS PAST DUE fifteen ( 15) days after billing date 

Issued in accordance with authority granted by the North 
Carolina Utilities Commission in Docket No. W-240, Sub I 
on April 2, (973. 

DOCKET NO. W-240, SUB I 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Application· by Lampe and Vann, a Partnership, 
200 Hawthorne Road, Raleigh, North Carolina, 
for Approval of Incraased Rates for Water 
Utility Se.rvice in carriage Hills Sub-divi
sion, Wake county, North Carolina 

ORDER 
OF 
CORRECTION 

BY THE COMMISSION. It has come to the Commission's 
attention, subsequent "to the entry of the Order of April 2, 
1973, that the recapitulation of evidence preceding the 
Findings of Fact on page 2 of said Order is incorrect. Mr. 
Earle Duvernay did not testify in support of the 
Application. As .clearly indicated on· the record, he 
testified in opposition to the rate increase, as well as in 
regard to the quality of water service receive~ by him. 
Therefore, the reference at page 2 of the Commission's Order 
of April 2, 1973, that 11 ••• no one appeat"ed to protest the 
application" is incorrect. 

IT IS, THEREFORE, ORDERED that this Order of Correction be 
made a par~ of the Commission's Order of April 2, 1973, to 
the end that the corrections hereinabove to that Order be 
clearly identified with said.Order. 

ISSUED BY ORDER OF TH~ COMMISSION. 

This 3rd day of July, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Anne L. Olive, Deputy Clerk 
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DOCKET NO. W-67, SUB 2 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application by z. v. Pate, Inc., Post ) 
Office Box 157, Laurel Hill, North ) RECOMMENDED 
Carolina, for Authority to Increase ) ORDER GRANTING 
Rates for Water Utility service in ) RATE INCREASE 
Laurel Hill Subdivision, Scotland J 
County, North Carolina ) 

HEARD: 

BEFORE: 

APPEARANCES: 

Tuesday, July 24, (973, at 2:00 P. H., in the 
commission Hearing Room, Ruffin Building, One 
West Horgan Street, Raleigh, North Carolina 
27602 

Commissioner Ben E. Roney 

For the Applicant: 

Hr. Andrew G. Williamson 
Mason, Williamson, Etheridge and Mason 
3(6 Wachovia Building 
Laurinburg, North Carolina 

For the commission Staff: 

Hr. William E. Anderson 
Assistant Commission Attorney 
North Carolina Utilities Commission 
P. o. Box 991, Raleigh, North Carolina 27602 

RONEY, C OHKISSION ER: 
V. Pate, Inc., on May 
application for a rate 
Hill, North Carolin a. 

This proceeding was instituted by z. 
14, 1973, by the filing of an 

increase for water 'Service in Laurel 

By Order of the Commission issued on June 4, 1973, the 
rate increase was suspended· for a period of up to 270 days 
and the Applicant was required to publish notice of the 
Application and the publia hearing thereon in a newspaper of 
general circulation in the area served. The Commission's 
Order further required that the commission Staff make an 
examination of the books and .records of the Applicant. 

Public riotice was given as required by the Commission. 
The Commission received no letters of protest from any of 
the customers in Laurel Hill and no one appeared at the 
hearing to protest the Application. 

Mr. R. ff. Hampton, an accountant, appeared as a witness 
for the Applicant and presented testimony in support of the 
Application. Mr. Dannye. Jones, Staff Accountant, appeared 
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for the Com■ission Staff and offered testimony concerning 
his examination of the bo6ks and records of the Applicant. 

Based upon the testimony and Exhibits and the record 
herein the Hearing Commissioner makes the following 

FINDINGS OF FACT 

1- That the Applicant, z. v. Pate, Inc., is a public 
utility company duly incorporated in North Carolina holding 
a Certificate of Public ConTenience and Necessity to furnish 
water utility service in Laurel Hill. 

2. That the guali ty of serl'ice furnished by the 
Applicant is satisfactory. 

3. That the net investment in utility plant plus 
allowance for working capital is approximately $78,600, 
based on the commission staff audit, which disallowed 
$12,691 inTestment in utility property in Quail Hollow as 
not being in service as of the end of the test period. The 
Applicant contends that the Quail Hollow property vas in 
service at the end of the test period, although the 
Applicant admits said property is not fully utilized. 

4. That the annual operating expenses, less depreciation 
and income taxes, will be approximately $7,014; the annual 
depreciation expense will be approximately $3,350; and the 
income taxes will be approximately $2,900; all based on the 
Commission staff Audit. The Applicant contends that an 
additional $3,959 operating expenses should have been 
included in the Staff Audit, based on overhead expenses 
being·absorbed by the parent company, although the $3,959 
was not included in the information contained in the 
Application or in the Applicant•s utility accounting 
records. 

5. The annual reYenues under the proposed rates vill be 
approximately $19,130, based on the Commission Staff Audit. 

6. The annual revenues of $19,130 less annual operating 
expenses of $7,014, depreciation of $3,350, and income taxes 
of $2,900, after adjustment for growth, vill leave a net 
income for return of approximately $6,f 13, which vill 
produce.an operating rate of approximately 64.1%. 

7. The fair Yalue of the Applicant's investment is 
concluded to be approximately $80,000, which makes some 
allowance for the Quail Hollow propert.y being in service, 
eYen though most of the property is not fully utilized. The 
$6,1 (3 net income will produce a return of approximately 
7.6~ on the Applicant's $80,000 investment, which vill be 
reasonable. 

Based on the foregoing Findings of Fact, the Hearing 
Commissioner reaches the following: 
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CONCLUSIONS 

The Commissioner concludes that the increased rates 
requested by the Applicant are not excessive and would yield 
a just and reasonable return to the Applicant. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

1. That the Schedule of Rates attached hereto as 
Appendix 11 A11 is hereby approved, and that said schedule of 
Rates is hereby deemed to be filed with the Commission, 
pursuant to G. s. 62-J38~ 

2. That said Schedule of Rates is hereby authorized to 
become effective immediately for water furnished after the 
date of this order, provided said Schedule of Rates does not 
become effectiTe on bills which are applicable to water 
service furnished prior to the date of this Order. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 29th day of August, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

APPENDIX 11 A11 

DOCKET NO. W-67, SUB 2 
z~ v. Pate, Inc. 

Laurel Hill, North Carolina 

METERED E.!\11l FOR WATER SERVICE 

Op to first 3,000 gallons per month, minimum •••••••• $3.00 
Next 2,000 gallons per month, per I ,000 gallons •••••• 80 
Next 2,000 gall9ns per month, per 1,000 gallons..... • 70 
Next 3,000 gallons per month, per 1,000 gallons •••••• 60 
Next 10,000 gallons per month, per 1,000 gallons ••••• SO 
All over 20,00 gallons per month, per 1,000 gallons •• 40 

SPRINKLER SYSTEM. KQE FIRE PROTECTION 

Each sprinkler head, per month ••••••••••••••••••••• $ .05 

fONNECTION CHAEfil - $1,00.00 

RECONNECTION £HARGES 

If water service cut off by utility for good cause (NCOC 
ROLE R7-20-f) $q. 00 
If vater service discontinued at custoaer•s request (NCOC 
ROLE R7-20-g) $2. 00 

~ 1ill! on billing date 
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~ PAST DUE fifteen (15) days after billing date 

FINANCE CHARGES lQ!!. LATE PAYMENT - none 
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Issued in accordance with authority granted by the North 
Carolina Utilities Commission in DoCket No. W-67, Sub 2 on 
August 29, 1973. 

DOCKET NO. W-176, SUB 6 

BEFORE THE NORTH CAROLINA UTILITIES COHHISSION 

In the Matter of 
Application by Scientific Water and Sever.age 
Corporation, 656 Wilmington Highway, 
Jacksonville, North Carolina for Authority to 
Increase Rates for Water and sever Utility 
Service in Lauradale Subdivision, Onslow 
county, North Carolina. 

RECOMMENDED 
ORDER 
ESTABLISHING 
RATES 

BEARD IN: Hearing Room of the Commission, Ruffin 
Building, one West Horgan street, Raleigh, 
North carolina, on June 7, 1973. 

BEFORE: Hearing Examiner William E. Anderson. 

APPEARANCES: 

For the Applicant: 

John D. Warlick, Jr., Esq. 
Ellis, Hooper, Warlick, Waters & Morgan 
Attorneys at Lav 
P. o. Drawer AE 
JacksonVille, North Carolina 28540 

For the Commission Staff~ 

w. B. Partin, Jr •. , Esq. 
·Assistant commission Attorney 
North Carolina Utilities commission 
P. o. Box 991, Raleigh, Horth Carolina 27602 

ANDERSON, HEARING EXAftINBR. This Order supersedes the 
Interim Recommended Order issued on June 22, 1973, which 
denied the proposed increase on an interim basis pending the 
Applicant's filing an amendment to the Application removing 
discriminations between the proposed household residential 
rates and apartment rates. 

on July 30, 1973, the Applicant, Scientific water and 
Sewerage Corporation, pursuant to the Interim Recommended 
order dated June 22, f973, filed an amendment to the 
Application for an increase in rates for water and sever 
service as filed on March 21, 1973, to increase the vater 
and sever rates for Lauradale Apartments to a flat rate of 
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Sj0.00 per month and to increase the water and sever rate 
for Lee Garden Apartments to -a flat rate of $8.00 per month, 
each of said rates to be charged on a monthly basis for each 
apartment in the respective apartment complex vhethei: or ·not 
occupied and to be charged directly to the owner-landlord of 
the apartment. 

In support of said amended Application, the Applicant by 
affidavit represented that the apartments in Lee Garden 
Apartments are all one bedroom apartments whereas those in 
Lauradale Apartments are two bedroom apartments and that the 
anticipated usage from Lauradale Apartments would exceed 
that in Lee Garden Apartments; that the anticipated usage 
from both apartment complexes would be somewhat less than 
that of.the "residential customers" because of the aYerage 
family size of the apartment occupants as compared to the 
average family size of the "residential customers"; and that 
the proposed flat rate charge, because of expected partial 
vacancies, actually amounts to a comparable rate to the 
proposed 11 residential service" rate currently sought based 
on occupied apartments. 

The amendment to the Application was allowed and notice 
vas given by Order providing that any interested person 
desiring· further hearing should reguest such hearing on or 
before August 20, 1973. No such requests for further 
hearing were received on or before August 20, 1973. 

Based upon the eYidence of record, the Examiner makes the 
following 

FINDINGS OF FACT 

1- That the Applicant, Scientific Water and sewerage 
Corporation is a North Carolina public utility providing 
service in the Jacksonville, North Carolina, area.and is 
subject to the jurisdiction of this Commission for the 
establishment of just and reasonable rates and charges 
pursuant to chapter 62 of the General Statutes. 

2. That the present and proposed monthly rates in the 
Application as amended are as follows: 

Present Proposed 
Rates Rates 

RESIDENTIAL SERVI£! (Houses) 

!Alli: 

First 3,000 gallons, per 1,000 gallons $ I. 35 $ 1.35 
Next 7,000 gallons, per 1,000 gallons • 50 I. 00 
Next 2,000 gallons, per 1,000 gallons .60 .90 
Next 2,000 gallons, per 1,000 gallons .90 .80 
Next 2,000 gallons, per I ,ooo gallons I .25 .70 
Next 2,000 gallons, per 1,000 gallons I .35 .60 
All 
over 18,000 gallons, per 1,000 gallons I .35 .so 
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Plat Rate (AYailable Only With Water 
Service 

CONNECTION CHARGES (Payable by Builder of 

$ 5.00 

Houses) $360.00 

Two bedroom apartments 
One Bedroom apartments 

$ 8.00 
6.00 
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$ 7.00 

$100.00 

$ 10.00 
8.00 

3. That test year operations as reflected in the Staff 
audit show the Applicant receiving gross operating revenues 
of $21,917 with expenses and other revenue deductions in the 
amount of $21,636 for a net operating income after other 
adjustments of $232 for a return on a net investment of 
$92,035 of 0.25~. 

4. That the rate adjustments originally proposed in the 
amount of $8,672 would produce net operating income for 
return of $5,692 for a rate of return on net investment of 
6.22% which is a just and reasonable rate of return on that 
portion of the Applicant's operations. 

5. That the proposed amended apartment rates vill 
produce additional gross operating revenues from test period 
customers in the amount of $936 (23 Lee Garden Apartments x 
$2.00 x 12 = $552 plus 16 Lauradale Apartments x $2.00 x 12 

$384) which vould not change the above ratios 
significantly. 

6. That this increase in apartment rates and the 
additional revenues vhich the Applicant vill receive from 
the approximately 130 additional Lauradale Apartments being 
served currently, but outside of the test period, will allow 
a reduction in the rate increase proposed for household 
residential customers vhile retaining for the Applicant an 
opportunity for reasonable earnings. Precise findings as to 
the net income effect of those additional apartments being 
served beyond the test period are not possible at this point 
because the annual expense and investment figures are not 
presently ascertainable. Based on present figures, however, 
it does not appear that those apartment revenues will 
produce an excessiv~ return. 

7. That 
appropriate: 

the 

Houses, metered rate: 

following 

First 4,000 gallons 

rate structure appears 

$4. 00 (minimum charge) 
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Next 6,000 gallons 
Next 2,000 gallons 
Next 2,000 gallons 
Next 2,000 gallons 
Next 2,000 gallons 
All over JS,000 gallons 

Two bedroom apartments, 
flat rate 
One bedroom apartments, 
flat cate 

Houses 
Two bedroom apartments 
One bedrooA apartments 

1.00 per thousand 
.90 per thousand 
.80 per thousand 
.70 per thousand 
.60 per thousand 
.SO per thousand 

$5.00 

q_ 00 

$6.00 
5.00 
q_ 00 

B. That the above approved rate structure removed the 
discriminations previously existing between the proposed 
residence household rates and apartment rates; it will 
provide just and reasonable earnings for the Applicant and 
provides rates which are similar to or lover than rates for 
water and sewer service currently provided by water and 
sever utilities of a co~parable size; they are, therefore, 
found to be just and reasonable rates. 

9. That a household customer using 4,000 gallons of 
water per month currently pays $5.50 for water and $5.00 for 
sever service for a combined bill of $10.50. Under the 
proposed rates he vould pay $6.40 for water and $7.00 for 
sever service for a combined monthly rate of $13.40. Under 
the above approved rate schedule he will pay $(0.00 for 
water and sever service for a minimum consumption of 4,000 
gallons of water; this rate is similar to the flat rate for 
the two bedroom apartment user (whose anticipated average 
monthly consumption would be in the range of 4,000 gallons). 
For consumption of 7,000 gallons he will pay $7.00. The 
above rates thus charge the apartment user and the household 
residence minimUm water user at a comparable level and place 
the increase on those who actually consume the larger 
volumes of water up to 10,000 gallons. 

10. That t.he Applicant's 
proper form for utility books 
Rules of this Commission. 

books and records are not in 
and records subj9ct to the 

Whereupon the Examiner reaches the following 

CONCLUSIONS 

The rate case was heard on the basis of financial data for 
the calendar year 1972, and on the basis of the rates 
initially proposed in the Application filed on March 21, 
1971- The calendar year f972 vas the period covered in the 
audit performed by the Commission Accounting Staff. The 
water and sever service provided by the Applicant during 
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that period included J77 household residential customers, 23 
Lee Garden Apartments and 16 Lauradale Apartments. The 
financial data presented by the Applicant and reflected in 
the staff audit for .those services proves the necessity for 
some rate increase. No increase for apartment customers was 
proposed. It was apparent however at the close of the 
hearing that the increase must b€ charged to the apartment 
customers as well as to the household residential customers 
in a nondiscriminatory manner. The further Amendment and 
Notice procedure has now put the case in a posture for 
issuance of a rate order. 

The rate structure approved in this Order will achieve th,e 
needed increase in a reasonable and nondiscriminatory manner 
by spreading the costs equitably over all the minimum use 
and flat rate customers and charging the costs of 
additional use to the actual water users. 

Both the protestant and the Applicant offered evidence of 
municipal rates. Such evidence is. however, not controlling 
because municipal rates are not comparable to regulated 
utility rates, inasmuch as municipalities finance their 
water and sewer services by substantial assessments and by 
taxation. The privately owned water and sewer utilities 
with. tariffs on file with this Commission have submitted 
financial data from time to time in rate cases and in annual 
reports which support water rates of at least one dollar per 
thousand gallons, which is the level established here; a 
number of the rates on file here for companies ,ith adequate 
financial data are somewhat higher than that level. From 
the evidence of record it appears that this Applicant can 
produce sufficient income from the rates established here 
and that such rates are fair to the customers. 

On 
Staff 
State 

August I 6. I 973, Mr. David Creasy of the Engineering 
received a memorandum from Hr. Ernest P. Cain .of the 
Board of Health stating the following: 

"Referring to our conversation yesterday concerning the 
water system at LauraGale Subdivision, we direct attention 
to one o_f the provisos in the approTal letter that an 
elevated tank was to be constructed when 300 lots were 
served. According to our information, over 400 lots are 
connected to this vater system at present: and the 
elevated tank has not yet been constructed. Therefore. 
this vater system is .!!.2! in compliance with one of the 
provisions contained in approval of · plans and 
specifications gi Ten the water system. 11 

The Examiner concludes that this communication at this stage 
in the proceeding should not be the basis for denying the 
increase at the present time inasmuch as (I) the system has 
just recently passed the 300 customer level, (2) there is no 
reason to belieTe that the Applicant will not comply with 
the design criteria in -due course and (3) the Applicant's 
attorney has committed the Applicant to such action in his 
letter transmitting the Amended Application. The requisite 
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plant additions must be made, however, and in the event the 
Applicant fails to do so the Com~ission should reopen the 
matter to consider whether the rates should be reduced until 
the system is in compliance. 

It further appears that the Applicant Scientific Water and 
Sewerage Corporation has failed to keep its books and 
records in proper form; this should be corrected so that all 
books and records kept after January I, 1973, are in proper 
form as required by Commission Rules and Staff guidelines. 
This should constitute a clear warning that failure to 
comply with these regui_rements should be grounds for 
dismissing any rate increase Application forthcoming in the 
future. 

I~ IS, THEREFORE, ORDERED: 

(I) That the rate schedule attached as Appendix A 
hereby is, approved without further filing to 
effective as the Applicant's schedule of rates and 
on all bills rendered by the Applicant in its next 
monthly billing following the date of this Order. 

be, and 
become 

charges 
regular 

(2) That 
comply with 
State Board 

the Applicant shall take 
the overhead storage tank 
of Health design ~riteria. 

immediate steps to 
Frovisions of the 

ISSUED BY ORDER OF THE COMMISSION. 

This the 29th day of August, (973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine H. Peele, Chief Clerk 

(SEAL) 

APPENDIX A 
DOCKET NO. R-176, SUB 6 

SCIENTIFIC WATER ~ND SEWERAGE CORPORATION 
LAURADALE SUBDIVISION 

RESIDENTIAL SERVICE 

Houses, metered rate: 

First ~,ooo gallons $4.00 (minimum charge) 
Next 6,000 gallons 1.00 per thousand 
Next 2,000 gallons .90 per thousand 
Next 2,000. gallons .80 per thousand 
Next 2,000 gallons .70 per thousand 
Next 2,000 gallons .60 per thousand 
All ovec 18,000 gallons .50 per thousand 

Tvo bedroom apartments, 
flat rate .$5.00 



One bedroom apartments, 
flat rate 

Houses 
Two bedroom apartments 
one bedroom apartments 

RATES 

ij.00 

$6.00 
5.00 
ij.00 
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NOTE: Apartment rates are payable by owner-landlord on a 
monthly basis for each apartment in,the respective 
apartment complex whether or not occupied. 

CONNECTION CHARGE 

Houses (payable by builder) $ I 00. 00. 

RECONNECTION CHARGES 

If water service cut off by utility for good cause 
[N.c.u.c. Rule R7-20(f) J $ij.00 

If water serTice discontinued at customer's request 
[N.c.u.c. Rule R7-20(g) J $2.00 

~ILLS ll~~: On billing date. 

BI~LS RAST DU~: Tv~nty-five (25) days after billing date. 

SERVICE CHARG~ FOR LATE PAYMENT: None. 

Issued in accordance with authority granted by the North 
Carolina Utilities Commission in Docket No. W-J76, Sub 6. 

DOCKET NO. W-201, SUB I I 

BEFORE THE NORTH CAROLINA UTILITIES COHHISSION 

In the Matter of 
w. E. Caviness, T/A Touch and Flow Water System, 
I 10 Poplar street, Jackson•ille, North Carolina, 
for Authority to Increase Rates for Water 
and sever Utility Ser•ice in colonial Heights 
and Royal A.cres Subdivisions, Wake County, North 
Carolina, and in Scotsdale subdivision, 
Cumberland County, North Carolina. 

ORDER 
DENYING 
RATE 
INCREASE 

HEARD IN: Ruffin Building, One west Morgan Street, 
Raleigh, North Carolina, on June 27, 1973, at 
2:00 P.H.; Septembec 25, 1973, at 10:00 A.H.; 
and on December (3, t973, at 2:00 P.H., and in 
Jacksonville, North Carolina, on October 2, 
1973, at 11: 00 A.H. (Deposition) 

BEFORE: Commissioner Hugh A. Wells (presiding) and 
Commissioner Ben E.. Roney (June 27, 1973) , and 
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Commissioner Hugh A. Wells (September 25, 1973, 
and December (3, 1973) 

APPEARANCES: 

For the Applicant: 

Mr. Vaughan s. Winborne 
Counsellor and Attorney at Lav 
I 108 Capital Club Building 
Raleigh, North Carolina 27601 

For the Commission staff: 

Wilson B. Partin 
Assistant commission Attorney 
P. o. Box 991, Raleigh, North Carolina 27602 

BY THE COMMISSION. The application in the above captioned 
matter was filed on March 28, 1973. By Order issued April 
24,. 1973, the Commission scheduled the application for 
public hearing, required public notice, and suspended the 
proposed rates for up to 270 days pursuant to G. s. 62-134. 

on May 17, (973, the Applicant filed an amendment to the 
application. By letter issued on Hay 29, 1973, the 
amendment to the application vas allowed. Public notice was 
given as required in the Commission's Orders, and customer 
protests were received in response to the notice. 

Public hearing was held on June 27, 197·3, and it appeared 
from the evidence received at the hearing that there might 
be problems arising out of the billing practices of the 
Applicant and that the Applicant had not furnished the 
Commission with the information required for proper 
eYaluation of the application. By order issued July 18. 
1973. the Commission scheduled further hearings in the 
matter and required additional information to be filed by 
the Applicant. Further public hearing was held on September 
25, 1973• at which time it appeared that the Applicant had 
still not furnished the commission vith all of the 
information required for proper eYaluation of the 
application. The hearing was continued until depositions 
could be taken fcom the Applicant's accountant vho was not 
present at the hearing. By Order issued on November 9• 
(973, further hearings were scheduled in January (974. By 
further order on December 4, (973, the public hearing was 
rescheduled for December 1973, it appearing that the 270 
days• suspension of the Applicant's rates is due to expire 
on December 24. 1973. Further public hearing was held ~n 
December 13, 1973, at which time additional testimony was 
taken in this matter concerning the information necessary 
for proper evaluation of the application. 

Based upon the entire record in this matter, the 
Commission makes the f·ollowing 



f. The 
Certificate 
as a public 

RATES 

FINDINGS OF FACT 

Applicant is an 
of Public Convenience 
utilii:,y. 

individual who 
and Necessity to 

8 I I 

bolds a 
operate 

2. The Applicant has not and does not keep his books of 
account in accordance with the requirements of Chapter 62 of 
the North Carolina General Statutes and the rules and 
regulations of this Commission. 

3. Applicant has followed the custom and practice of co
mingling the revenues and expenditures of his utility 
operations with his personal bank accounts and monetary 
transactions, making it impossible to determine the nature 
or level of expenses incident to the operation of his 
utility properties. 

4. Applicant has been insensitive to customer complaints 
as to serYice, particularly service interruptions, and has 
not maintained his utility systems and properties in a 
consistently dependable manner. 

5. The investigation of the Commission staff and the 
reports filed by them have not produced sufficient competent 
evidence of the Applicant•s investment in utility 
properties, .reven~es prodticed, or expenses incurred in the 
operation of said properties to enable the Commission to 
make a rational judgment to find and fix rates different 
from those currently charged by the Applicant. 

Based upon the foregoing Findings of Fact, the commission 

CONCLUDES 

That the Applicant has failed to carry the requisite 
burden of proof upon which the commission can predicate an 
order to increase his current rates and that the 
investigation and information furnished by the Commission 
staff is insufficient to enable the commission to enter an 
order increasing said rates and charges. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

I• That the application in the aboYe captioned matter 
for authority to increase rat~s for water and sever utility 
service is hereby denied. 

2. That this record shall be held open for further 
action by the Commission to deal with apparent inadequacies 
in the Applicant•s utility operations, billing practices, 
and record keeping. 

3. That the Commission will consider a new application 
for rate relief in this proceeding upon a shoving by the 
Applicant that arrangements satisfactory to the Commission 
will be made to ensure that present discrepancies in billing 
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practices and maintenance of books and records vill be 
corrected, and that present deficiencies in the operation 
and maintenance of the Scotsdale subdiTision sever utility 
plant will be corrected. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 21st day of December, (973. 

{SEAL) 

NORTH CAROLINA UTILITIES COMHI.SSION 
Katherine M. Peele, Chief Clerk 

DOCKET NO. W-212, SUB I 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of Devonshire Manor 
Utilities Company, 600 First Union 
Building, Durham, North Carolina, for 
Approval of s.tock Transfer, 
Abandonment of Water Service, and for 
Approval of Sever Rates in Devonshire 
Manor S11bdivision, Durham County1 

Noi:th Carolina 

) 
) RECOMMENDED ORDER 
) APPROVING STOCK 
) TRANSFER, APPROVING 
) ABANDONMENT OF 
) WATER SERVICE AND 
) ESTABLISHING 
) SEWERAGE RATES 

HEARD IN: 

BEFORE: 

UPEARANCFS: 

Hearing Room of the Commission, Buffin Build
ing, One west Morgan street, Raleigh, North 
Carolina, on February 2, (973. 

MarYin R. Wooten, Hearing Commissioner. 

For the Applicant: 

James B. Maxwell, Esq. and 
Wil1iam H. Bayliss, Esq. 
Bryant, Lipton, Bryant & Battle 
Attorneys at Lav 
700 First Onion National Bank 
Durham, North Carolina 27701 

For the commission Staff: 

William E. Anderson, Esq. 
Assistant Commission Attorney 
North Carolina Utilities Commission 
Ru;fin Buildin_g 
one west Morgan Street 
Raleigh, North Carolina 27602 

ROOTEN, HEARING COMMISSIONER. By Application filed with 
North Carolina Utilities commission on NoYember 17, 1972, 
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the Applicant, Devonshire Manor Utilities Company, seeks 
approYal of stock transfer, approYal of abandonment of water 
service and approval of severage rates. 

By Ord et" 
suspended the 
let,ters were 
hearing. 

issued 
rates and 
received 

NoYember 21, 1972, the Commission 
required public notice. Protest 
on December 8, (972, requesting a 

By Order issued December 21, 1972, the Commission 
scheduled the matter for public hearing and required that 
notice of the public hearing be giYen by the Applicant. The 
requisite public notice was given by personal service on 
customers by mail. 

The public hearing vas held 
designated by prior order. Persons 
to protest the Application were 
Baugh, Mr. Sterling Tilley, and Mr. 

at the time and place 
appearing at the hearing 
as follows: Kr. Winston 
Thomas Langston. 

The Applicant was represented by counsel and offered the 
testimony of Mr. L. ·A. Thomas, vho is the Applicant• s Vice 
President. The Commission Staff Attorney cross-examined the 
witness concerning the information submitted by the 
Applicant and the Applicant•s sewerage utility operations 
generally, and offered the testimony of the above-named 
public witnesses. 

It was stipulated that the requisite ·public no~ice vas 
given; that there are apparently 53 homes in the 
subdivision, six of which are owned by the developer and 
have not been sold and are in various stages of 
construction; that the 53 homes represent the maximum 
developmen~ for the particular section served by the 
facility in question; that the proposed rate would produce 
an annual income of $4,770 at maximum development and based 
upon providing service to all 53 homes on an annual basis; 
and that the sewerage system is working adequately at the 
present time. 

Mr. L. A. Thomas, Vice President of Devonshire Manor 
Utilities Company testified that he has been associated with 
ABG Industries, Inc., an affiliated company, for one year 
and is familiar with the operation of the sewage treatment 
facility at Devonshire Manor; that the first year for which 
operating expense figures are available is 1969; that 
financial records representing the years 1965 through (968 
were lost due to vandalism a.t the warehouse office; that the 
sewerage treatment plant was improved during 1972 and there 
have been no complaints regarding the functioning of that 
plant during the past year; that an engineering firm was 
employed to upgrade the plant and additional facilities have 
been installed in line with recommendations from the State; 
that maintenance that would have been done on a year-to-year 
basis was done in 1972 as a catch-up measure; that the 
original cost of $83,736 and replacement cost of $99,631 are 
based on a letter from the engineering firm; that no hookup 
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charge or connection charge has ever been made to any 
purchasers of the property since he has been associated with 
the company and he does not know of any connection charges 
prior to that time; that actual operating expenses for 1970 
vere $1,842, for 1971, $1,180 and for 1972 were $5,439.88; 
that the 1971 and 1972 figures represent primarily the paver 
bills, the payments to the plumbing inspector and some 
miscellaneous supplies; that the 1972 figures include 
payments to consulting engineers, plumbing and additional 
supplies, in addition to the same sort of expenses as in 
1970 and 1971; that these expenses were paid by advances 
from Greenberg construction Company; that Devorishire 
Utilities has never received any income to his knowledge; 
that the $7.50 proposed rate was based upon the minimum 
charge being used as a sewerage rate in Chapel Hill; that 
the operating expense figures given do not include overheads 
or supervision. 

Hr. Thomas further testified that he has not made a 
distinction in his figures between ordinary maintenance 
expenses and what may be capital investment; that the 
amounts paid for plumbing services would include the cost of 
materials as well as a $110 a month payment to Hr. Bobby Dew 
for periodic maintenance checks; that a "grandfather clause" 
type of' registration has been made for Mr. Bobby Dev wi_th 
the Water and Air Resources; that ABG is currently engI1ged 
in building •a large_r treatment plant adjacent to the current 
one and will eventually phase out the current treatment 
plant and tie the collection lines into the larger plant; 
that Water and Air Resources has requested that the present 
plant be eliminated when the new one is built although the 
present plant is suf~icient for present customers and 
perhaps approximately 20· more, but that Water and Air would 
prefer the type of treatment the nev plant would give as 
opposed to the treatment provided by the old plant because 
of the Nev Hope outfall, but if ABG doesn•t go ahead with 
the new project, the current plant would be satisfactory to 
provide service; that the existing plant will ha•e some 
salvage value if removed; that operations at the present 
time regarding super•ision and cleanliness of the site are 
satisfactory, and the company has let a contract for 
screening around the site. 

Hr. iinston Baugh, a resident of Devonshire Manor 
subdi•iSion, testified regarding payment of the original 
combined water and sewer rate; he •oiced the concern of the 
residents that additional homes will be placed on the 
system. Hr. Sterling Tilley, a resident of the subdivision 
testified that he is primarily interested in seeing that a 
fair rate is set and that further impro•ement of th'e 
treatment plant site iii implemented; that in his opinion the 
expenses claimed for 1972 should be spread over a period of 
several years because many of the improvements should have 
been done long ago a-t a lover cost. Mr. Thomas Langston 
testified that he is a resident of the subdivision; he 
testified that he fe.els the le•el of $4.00 proposed by the 
utility two years ago, bot never charged, vould be 
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sufficient; 
thought some 
charge aft·er 

that he has never paid 
people in Devonshire 
November 1970. 

a sever bill although he 
Manor paid the $q.oo 

Based upon the information 
Application in the files of the 
and the eYidence adduced at the 
Commissioner makes the following 

contained in the verified 
Commission in this docket 

public hearing, the Hearing 

FINDINGS OP F~CT 

1. That the Applicant is currently providing public 
utility sewerage service to 47 residential customers iij 
Devonshire Manor subdivision, and proposes ultimately to 
serve approximately 53 residential customers. 

2. That the certiflcate of Public Convenience and 
Necessity issued on January I 0, 1966, provided for 
connection charges as follows: "Water; $350, Sever $( ,250 11 

but the evidence is unclear whether the contribution was 
received by the utility, either through a separate charge or 
through property sales by the parent company. 

3. That the original parent company, Channing 
Construction Company, vas merged int9 Greenberg Construction 
Company in August t967 and as a result of said merger, 
Greenberg Cons_truction company became the sole shareholder 
~f Devonshire Manor Utilities Company. 

4. That Devonshire Manor Utilities company experienced 
water supply problems during 1967 and arranged for 
University Se.rvice Plants in Chapel Hill, North Carolina, to 
furnish the ·subdivision with water. 

5. That DeTonshire Haner Utilities Company has never had 
a tariff provision on file establishing a rate for sewerage 
service, as distinguished from a combined water-sewerage 
rate and seeks herein a rate of $7.50 per month, which would 
produce annual revenues at' a maximum development of $4,770. 

6. That the annllal operation and maintenance 
are not subject to a precise finding based on the 
but are in the range of $1,800 to $2,500. 

expenses 
record, 

7. That the tariff heretofore in effect establishes a 
presumption that connection charges were paid by the 
customers, alld the Applicant has not established.that it is 
entitled to recover depreciation expense on that portion of 
the plant financed by the customers. 

a. That a rate of $5.50 for sewerage service will 
produce annual revenues of $3,498 and should be sufficient 
to cover operations adequately and provide fair rate of 
return on the plant provided by the utility; the proposed 
rates are not adequately supported herein and are, 
therefore, unjust and unreasonable rates; but the above rate 
of $5.50 per month is a just and reasonable rate. 
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Whereupon, the Hearing commissioner reaches the following 

CONCLUSIONS 

The Application should be approved insofar as the stock 
transfer and abandonment of water service. As to the rates, 
however, the justness and reasonableness of the proposed 
rates are insufficiently documented. This CommisSion, 
hove•er, cannot simply dismiss the proceeding, but to the 
contrary must establish just and reasonabl~ rates. 
Accordingly, the rate of $5.50 per month appears to be just 
and reasonable on the basis of the limited record herein. 

IT IS, THEREFORE, ORDERED: 

J. That the stock transfer and abandonment of water 
serv,ice herein be, and are hereby, approved. 

2. That the schedule of rates attached hereto as 
"Appendix A" be, and hereby is, approvedi said schedule of 
rates is hereby deemed to be filed with the Commission 
pursuant to G. s. 62-138 and vill become effectiYe on the 
next regular billing, upon one day's notice to the 
customers •. 

3. That the books and records of the Applicant shall be 
kept in accordance vith th~ Rules and Regulations of the 
North Carolina Utilities Commission, and according to such 
reasonable guidelines as the Staff may recommend, the 
Applicant being hereby directed to artange a conference with 
a Staff member to discuss such guid.elines. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 9th day of March, (973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

A~PENDIX "A" 
Devons·hire Manor Utilities company 

Devonshire Manor Subdivision 

SEWERAGE RATE SCHEDULE 

FLAT RATE (RESIDENTIAL): $5.50 Per Month. 

~ONNECTION CHARGES: None. 

RECONNECTION CHARGES 

If Sewerage Service cut Off by Utility for Good cause 
[N.c.u.c. Rule RI0-16(fJ J $15.00 
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BILLS ~ 12..IIJ.: Fifteen Days After --Date, Rendered. 

Issued in Accordance with Authority Granted by the North 
Carolina Utilities Commission in Docket No. w-212, sub 1. 

DOCKET NO. W-266, SUB q 

BEFORE THE NORTH CAROLINA UTILITIES COHMISSION 

In the Hatter of 
Hotion by Ed Griffin Land company, J 
6157 North Independence Boulevard, ) 
Charlotte, North Carolina, for ) RECOMMENDED ORDER 

APPROVING AGREEHENT 
TO PURCHASE WATER 
AND SEWER SYSTEM 

Authority to Purchase the Water ) 
and sever Systems in Cabarrus Woods) 
subdivision, Cabarrus county, ) 
North Carolina, from Ed Griffin ) 
Company ) 

HEARD IN: 

BEFORE: 

APPEARANCES: 

Commission Hearing Room, Ruffin Building, One 
West ttorgan Street, Raleigh, North Carolina, on 
May 17, 1973, at 10:00 A.M. 

Chairman Harvin R. Wooten, Presiding, and 
Commiss~oner John w. HcDevitt and commissioner 
Ben E. Roney 

For the Applicant: 

DaYid s. Dunkle, Esq. 
Attorney at Law 
Edwards & Warren, Professional Association 
811 Johnston Building 
Charlotte, North Carolina 28202 

For the Commission staff: 

Wilson e. Partin, Jr., Esq. 
Assistant Commission Attorney 
P. o. Box 991, Raleigh, North Carolina 27602 

ftARVIN R. WOOTEN, CHAIRftAN: By Motion in the cause filed 
with the North Carolina Utilities Commission on March 19, 
f 973, the Ed Griffin Land company, a certificated public · 
utility, seeks Commission approval of an Agreement whereby 
the Ed Griffin Land Company will purchase the complete water 
and sewer system constructed by the Ed Griffin Company to 
serve the Cabarrus Woods subdivision, Cabarrus County, North 
Carolina. 

The Commission was of 
policy were involYed in 
April 25, 1973, set 

the opinion that questions of public 
the proposal and by Order issued 
the Hotion for public hearing. (On 
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March 27, )973, the Ed Griffin Land Company filed an 
Application for a Certificate of Public Convenience and 
Necessity to provide sever utility service in Hemby Acres 
and Beacon Hills, Union county, North Carolina, and for 
Approval of Rates; the commission denominated this case as 
Docket No. W-266, Sub 5, and consolidated it for hearing 
with the Motion in the cause. Both dockets came on for 
hearing on Hay 17, 1973, at the Commission Hearing Boom in 
Raleigh, North Carolina.) 

At the hearing on the consolidated dockets the Ed Griffin 
Land Company was represented by counsel and offered the 
testimony of Hr. Robert B. Adcock, Vice President of the Ed 
Griffin Land company and Mr. Joseph Harren, III, an attorney 
in the lav firm which represents the Ed Griffin Land 
Company. 

Mr. Adcock 1 s testimony dealt largely 
Company's Application for sewer utility 
Beacon Hills and Hemby Acres Subdivision, 
Sub 5. 

with the Land 
service in the 

Docket No. N-266, 

Mr. Joseph Warren testified that Hr. Ed Griffin is the 
President and sole stockholder of the Ed Griffin Land 
Company and the Ed Griffin Company; the Ed Griffin Land 
Company is the utility company and operates water and sewer 
utilities in subdivisions which have been developed by the 
Ed Griffin Company. That the Land (utility) Company is 
asking Commission approval of the Agreement whereby it will 
purchase the utility facilities of the Ed Griffin Company in 
Cabarrus- Woods subdivision to the various residences. That 
the price to be paid for these facilities is the 
construction cost price paid by the Ed Griffin (realty} 
Company; that the payment for these facilities is dependent 
upon the Land (utility) Company making a profit in any given 
year, payment being limited to 33 1/3 percent of that net 
profit. Mr. Warren further testified that, in his opinion, 
the transfer will not result in taxable income to the Land 
(utility) Company; that the company will be entitled to the 
depreciation write-off for tax purposes, at least to the 
extent that was not contributed by the customers as a 
contribution in aid of capital. That the Ed Griffin 
(realty) Company will pay the $100 meter fee and the $350 
sever tap fee in the Cabarrus Woods Subdi-Yision; that the 
Land (utility) Company will treat these meter and tap fees 
as contributions in aid of construction. That payments 
under the Agreement will be treated as ordinary taxable 
income by the Ed Griffin (realty) Company and as a 
deductible expense by the Land (utility) Company. Further, 
that the meter and tap fees will be treated on the books of 
the Land (utility) Company as contributions in aid of 
construction and will not be made part of the basis for any 
depreciation charge to the Land Company's income statement. 
That th_e proposed Agreement will not result in an increase 
in rates. 
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There was filed as a late exhibit an Affidavit by Mr. 
Edvard c. Griffin, President of the Ed Griffin Land company 
and the Ed Griffin Company. In this Affidavit Hr. Griffin 
stated that the a~tual costs for constructing the sewer 
treatment plant and the water and sever lines in the 
Cabarrus woods Subdivision are as follows: 

Public Utility Facilities 

I • 
2. 
3. 

Sewage Treatment Plant 
Sewage Collection Lines 
Water Wells and Lines 
Total to Date 

Construction Costs 

$(07,686.96 
57,7(8.(3 
35,6(8.(7 

$20 I, 023. 26 

Mr. Griffin also stated in this Affidavit that these water 
and sever facilities shall be sold by the Ed Griffin Company 
to the Ed Griffin Land Company at a price equal to the 
actual construction costs, which is $201,023.26. 

Based on the 
Commission. and 
Commission makes 

information contained in 
in the record of this 
the following 

FINDINGS OF F~CT 

the files of the 
proceeding, the 

1- The movant Ed Griffin Land Company is a corporation 
duly organized under the laws of the State of North 
Carolina, and is engaged in the sale and distribution of 
vater as a certificated public utility subject to this 
Commission. 

2. The 'Ed Griffin company is a corporation duly 
?rganized und~r the ·lavs of the State of 'North Carolina, and 
is engaged in the subdivision and sale of lots and in the 
construction and sale of houses. 

3. The Ed Griffin Land Company and the Ed Griffin 
company are both wholly owned by Mr. Ed Griffin, vho is also 
the President of the two _companies. -

q_ That there vas proposed on 2q March, 1973 an 
Agreement between the Ed Griffin Company and the Ed Griffin. 
Land Company whereby the Ed Griffin tand company (Buyer) 
agreed to purchase the complete water and sever system 
constructed by the Ed Griffin Company to serve the Cabarrus 
Woods subdivision, Cabarrus County, North Carolina; that the 
purchase price for the systems is to be an amount not in 
excess of the Ed Griffin Company•s cost for the construction 
of such facilities, which amount vill be payable only out of 
the net profits computed before taxes and only to the extent 
of 33 1/3 percent of the annual net profits of the Land 
Company. 

5. That the aforesaid Agreement further provides that 
the Ed Griffin Company will pay a $JOO meter fee and a $350 
tap-on fee to the Ed Griffin Land Co■pany; that the Ed 
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Griffin Land Company vill treat these meter and tap fees as 
contributions in aid of construction. 

6. That the construction costs for the sever and water 
facilities for the Cabarrus woods subdivision subject to the 
Agreement are as follows: 

Public Utilill Facilities 

I • 
2. 
3. 

Sewage Treatmen~ Plant 
sewage Collection Lines 
Water Wells and Lines 
Total to Date 

Construction Costs 

$107,686.96 
s1;110.13 
35,618-17 

$201,023.26 

7. That the Agreement will result in tax advantages to 
both -the Ed Griffin Land Company and the Ed Griffin Company, 
but the Agreement vill not cause an increase in th·e rates in 
the Cabarrus woods subdivision. 

CONCLUSIONS 

The proposed Agreement between the Ed Griffin Land company 
and the Ed Griffin company is not unjust o_r unreasonable and 
should be approved; although the Agreement will result in 
tax advantages to both parties to the Agreement, the sale 
and t"ransfer of the water . and sever facilities will not 
result in an increase in rates to the utility customers in 
the Cabarrus Woods subdivision. 

IT IS, THEREFORE, ORDERED: 

That the proposed Agreement between the Ed Griffin Land 
Company and the Ed·Griffin company for the sale of the water 
and sever facilities in the Cabarrus Woods Subdivision be, 
and hereby is, approved. · 

ISSUED BY ORDER OF THE COMMISSION. 

This the 18th day of September, 1973. 

NOR.TH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. W-266, SUB 4 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
~otion by Ed Griffin Land Company, 6157 North 
Independence Boulevard, Charlotte, North 
Carolina, for Authority to Purchase the Water 
and Sewer Systems in Cabarrus Woods Sub
division, Cabarrus county, North Carolina, from 
Ed Griffin company. 

ORDER OF 
CORRECTION 
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BY THE C0M!IISSI0N. It having been brought to the 
attention of the commission that the vords "tax adYantages" 
appearing in the Findings of Fact and conclusions of the 
Order•of September 18, 1973, in this docket do not reflect 
the evidence adduced at the hearing, and the c011mission 
being of the opinion that its Order of September re, 1973, 
should be correct~d, 

IT ~S, THEREFORE, ORDERED: 

( I) That paragraph 7 of tpe Findings of Fact be amended 
to read as follows: 

117. That the Agreement vill' promote the business 
interests of both the Ed Griffin Land Company and the Ed 
Griffin Company, but the Agreement will not cause an 
increase in the rates in the Cabarrus Woods SubdiYision. 11 

(2) That the Conclusions be amended to read as follows: 

"The proposed Agreement between the Ed Griffin Land 
Company and the Ed Griffin company is not unjust or 
unreasonable and should be approved; altliough the 
Agreement will result in business adYantages to both 
parties to the Agreement, the sale and transfer of the 
water and sever facilities will not result in an increase 
in rates to th~ utility customers in the Cabarrus woods 
subdivision." 

ISSUED BY ORDER OP THE COMMISSION. 

This the 26th day of September, 1973. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

DOCKET NO. W-400 
DOCKET NO. W-401 
DOCKET NO. W-402 
DOCKET NO. W-403 
DOCKET NO. W-404 
DOCKET NO. W-405 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
Motion by William J. Timberlake, T/A ) 
Hasty Pump Sales & serYice, Routes, ) ORDER AUTHORIZING 
Highway 6Q East, Raleigh, North ) TRANSFER OF 
Carolina, for Authority to ) FRANCHISE AND 
Incorporate his Water Utility Systems) APPROVING RATES 
into Six Separate Corporations ) 
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BY THE COMMISSION: On July 12, 1973, the Commission 
received a letter from David R. Shearon, attorney for the 
Respondent, William J. Timberlake T/A Hasty Pump Sales & 
Service, which requested authority for the Respondent to 
incorporate his water utility operations into six (6) 
separate corporations, and to transfer six (6) separate 
water systems into the six separate corporations. 

commission staff representatives have inYestigated the 
proposal, and have reported to the Commission that no 
advantages or disadYantages affecting the customers could be 
determined, and that the advantage to the Respondent appears 
to be a potential tax savings in the eYent any of the water 
systems is sold to a governmental water authority in the 
future. · 

The Respondent has indicated through his attorney that he 
will assume full responsibility for the water utility 
operations of the six (6) corporations, and that he will be 
the sole stockholder, and that the serTice to his customers 
will not ·be adversely affected. 

Based on the information contained in the files of the 
Commission, the commission makes the following: 

FINDINGS OF FACT 

1. The Respondent was granted a franchise to furnish 
water utility service in Bentley Wood Subdivision, Wake 
County, ~orth Carolina, by Order issued December 16, 1970, 
in Docket No. W-290. The Respondent proposes to transfer 
the Bentley wood water system to Central Utilities, Inc. 

2. The Respondent was granted a franchise to furnish 
water utility service i~ country Hills Estates Subdivision, 
Johnston County, North Carolina, by Order issued July 15, 
1971, in Docket Ho. W-290, Sub (. The Respondent proposes 
to transfer the country Hills Estates water system to 
country Hills Utilities, Inc. 

3. The Respondent was granted a franchise to furnish 
vater utility serTice in Ridge Haven subdiTision, Wake 
County, North Carolina, by Order issued August 26, 1971, in 
Docket No. W-290, Sub 2. The Respondent proposes to 
transfer the Ridge Haven vater system to Ridge HaTen 
Utilities, Inc. 

4. The Respondent was granted a franchise to furnish 
water utility service to approximately 36 lots in Sections I 
and II in Gaylee Village Subdivision, Wake county, North 
Carolina, by Order issued February 24, 1972, in Docket No. 
W-290, Sub 3. The Respondent proposes to transfer the 
Gaylee Village water system to Gaylee Village Utilities, 
Inc. 

5. The Respondent 
water u.tility service 

was granted a franchise to furnish 
in North Forest Subdivision, Wake 
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County, North Carolina, by Order_ issued December 8, 1972, in 
Docket No. W-290, Sub 4. The Respondent proposes to 
transfer the North Forest water system to North Forest 
Utilities, Inc. 

6. The Respondent vas granted a franchise to furnish 
water utility service in Barclay· Downs subdivision, Wake 
County, North Carolina, by Order issued February 13, j973, 
in Docket No. w-290, Sub 5. The Respondent proposes to 
transfer the Barclay Dowhs water system to Barclay Downs 
Utilities,, Inc. 

7. The Respondent was granted a franchise to furn~sh 
water utility service in Green Acres subdivision, Nash 
County, North Carolina, by Order issued February 13, J973, 
in Docket No. w 290, Sub 6. The Respo~dent has not proposed 
to transfer the Green ACres water system. 

8. The Respondent will continue to honor all contracts 
and other obligations relating to his water systems through 
the six corporations. 

9. Hasty Pump sales & service, Inc., a corporation 
wholly owned by the Respondent, will perform all seryices 
required by the six corporations for their water utility 
operations, and the boo.ks and recOids of Hasty Pump Sales & 
SerYice, Inc., will be available for inspection by the 
Utilities Commission at any time on the same basis as if it 
were the holder of a public utility franchise. 

10. central Utilities, Inc., and country Hills Utilities, 
Inc., and Ridge Haven Utilities, Inc., and Gaylee Village 
Utilities, Inc., and North Forest .Utilities, Inc., and 
Barclay Downs, Inc~, are corporations duly organized under 
the lavs of the state of North Carolina, and are authorized 
under their Articles of Incorporation to engage in the 
operation of public utilities, as defined in G. s. 62-3. 

I 1- The Respondent proposes for the six corporations to 
charge the same rates for water service as those previously 
approYed by the Commission for the six individual water 
systems. 

Based on the foregoing Findings of Pact, the Commission 
concludes that the letter from Mr. Shearon described herein 
should be treated as a Motion in this cause, and that the 
gr.anting of said motion will not adversely affect serYice to 
the custo■ers of the Respoiident, but could. result in a tax 
sa•ings for the Respondent. 

IT IS, THEREFORE, ORDERED. AS FOLLOWS: 

1. That each of the six wholly owned corporations of the 
Respondent is hereby granted a certificate of Public 
Convenience and Necessity to furnish vater utility service 
in the subdi•ision ser•ed by the water system transferred to 
each corporation respectively, as described herein in 
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paragraphs one (I) through six (6) of the Findings of Fact, 
upon final consummation of said transfers. 

2. That this Order in itself shall constitute the 
Certificate of Public Convenience and Necessity. 

3. That the Respondent, William J. Timberlake T/A Hasty 
Pump Sales & Service, is hereby authorized to transfer six 
of his water utility systems to six wholly owned 
corporations of the Respondent, as described· herein in 
paragraphs one (I) through six (6) of the ·Findings of Fact. 

4. That the Certifj_cate of Public Convenience and 
Necessity held by the Respondent to furnish water utility 
service in the six subdiYisions described herein in 
paragraphs one (I) through six (6) of the Findi~gs of Fact 
is' hereby cancelled upon final consummation of said 
transfers, but that the Certificate of Public Convenience 
and Necessity held by the Respondent to furnish water 
utility service in ·Green Acres Subdivision as described 
herein in paragraph seven (7) of the Findings of Fact is 
retained by the Respondent. 

5. That the Schedules of 
Appendix A are hereby approved, 
Rates are hereby deemed to 
pursuant to G. s. 62-138.· 

Rates attached hereto as 
and that said Schedules of 
be filed with the Commission 

6. That stock ownership in each· of the six corporations 
described herein in paragraphs one (I) through six (6) of 
the Findings of Fact shall remain solely in the hands of 
William J. Timberlake unless specifically ·authorized by the 
commission. 

7. That the books and records of the six corporations 
described herein in paragraphs one (I) through six (6) of 
the Findings of Fact, and of William J. TimDerlake T/A 
Hasty Pump Sales & Service, and of Hasty Pump Sales and 
service, Inc., shall all be subject to consideration by the 
Commission as a single utility operation for purposes of 
rate making. 

8. That the six corporations described herein in 
paragraphs one (I) thro.ugh six (6) of the Findings of Fact 
shall file vith this commission a report of actions taken 
and transactions consummated pursuant. to the authority 
granted herein, and that said report shall be filed within 
.thirty (30) days of the· consummation of the transactions 
described herein. The report shall include the journal 
entries recording the transfers of the water properties, 
shoving the effect of such transactions in accordance with 
the system of accounts prescribed by the commission. 

9. That each of the six transfers described herein in 
paragraphs one (I) through six (6) of the Findings of Fact 
shall be assigned separate docket numbers as follows: 
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Docket No. W-400 - country Hills Utilities, Inc. 
Docket No. •-401 - Ridge Haven Utilities, Inc. 
Docket No. W-402 - Gaylee Village Utilities, Inc. 
Docket No. W-403 - North Forest Utilities, Inc. 
Docket No. W-404 - Barclay Downs Utilities, Inc. 
Docket No. W-405 - central utilities., Inc. 

ISSUED BY ORDER OF THE COMMISSION. 

Thi~ the 5th day of September, 1973. 

825 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

(SEAL) 

JI.PPENDIX 11 A" 
DOCKET NO. W-400 

country Hills Utilities, Inc. 
Country Hills Estates, Johnston Co. 

WATER RATE SCHEDULE 

METERED Ml.] 

Up to first 400 cubic feet per month 
All over 400 cubic feet per month 

CONNECTION CHJI.RGES - $2.00 

RECONNECTION CHARGES 

$4.50 minimum 
- $ .65 per 130 

cubic feet 

If water service cut off by utility for just cause 
(NCUC Rule R7-20f) $4. 00 

I.f water serYice discontinued at customer's request 
(NCOC Rule R7-20g) $2.00 

SECURIT! DE~ in accordance vith NCOC Rules, Chapter 12-

ffiLS filIB on billing date. 

!iI1.1.§. ~ .ill!! fifteen (15) days after billing date. 

EINANCE CHARGES IQ.!! LAT~ PAYMENT - None. 

Issued in accordance with authority granted by the North 
Carolina Utilities commission in Docket No. W-400 on 
September 5, 1973. 
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APPENDIX 11 A11 

DOCKET NO. R-401 
Ridge Haven Utilities, Inc. 

Ridge Haven Subdivision, Rake County 

RATER RATE SCHEDULE 

Up to first 400 cubic feet per month 
All over 400 cubic feet per month 

$4.50 minimum 
- $ .65 per 130 

cubic feet. 

f.Qfil!.]CTION CHARGE.§. - $2.00 

RECONNECTION CHARGES 

If water service cut off by utility for just cause 
(NCUC Rule R7-20f) $4. 00 

If water service discontinued at customer's request 
(NCUC Rule R7-20g) $2.00 

SEC!!!!IT! DEgQgTS in accordance with NCUC Rules, Chapter (2. 

BILLS Q!rn. on billing date. 

BILLS RAST DUE f-ifteen (I 5) days after billing date. 

~CE CHARGES FOR l!ilE PAYMENT - None. 

Issued in accordance with authority granted by the Nerth 
Carolina Utilities -Commission in Docket No. W-401 on 
September 5, (973. 

APPENDIX 11 A11 

DOCKET NO. R-402 
Gaylee Village Utilities,. Inc. 

Gaylee Village subdivision,. Wake Co. 

WATER RATE SCHEDULE 

Up to first.400 cubic feet per month 
All over 400 cubic feet per month 

CONNECTION CHARGES - $2.00 

RECONNECTION CHARGES 

$4.50 minimum 
- $ .65 per 130 

cubic feet 

If vater service cut off by utility for just cause 
(NCUC Rule R7-20f) $4.00 

If vater service discontinued at customer•s request 
(NCOC Rule l\7-20g) $2. 00 

SECURITY DEPOSITS in accordance with NCUC Rules,. Chapter 12. 
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BILLS DOE on billing date. 

BILLS R!§1 DU~ fifteen (15) days after billing date. 

FINANCE CHARGES FOR LATE PAYMENT - None 

827 

Issued in accordance with authority granted by the North 
Carolina Utilities Commission in Docket No. W-402 on 
September 5, 1973. 

APPENDIX 11 A11 

DOCKET NO. W-403 
North Forest Utilities, Inc. 

North Forest Subdivision, Wake County 

WATER RATE SCHEDULE 

l'IETERED RATE 

Up to first 400 cubic feet per month 
All over 400 cubic feet per month 

CONNECTION CHARGES - $2.00 

RECONNECTION CHARGES 

$4 .. 50 minimum 
- $ .65 per 130 

.cubic feet 

If water service cut off by utility for just cause 
(NCUC Rule R7-20f) $4.00 

If water service discontinued at customer's request 
(NCUC Rule R7-20g) $2.00 

SECURITY DEPOSITS in accordance with NCUC.Rules, Chapter 12. 

il.!!LS DUE on billing date. 

BILLS~ DU~ fifteen (15) days after billing date. 

FINANCE CHARGES FOR LATE ~! - None. 

Issued in accordance· with authority granted by the North 
Carolina Util·ities Commission in Docket No. W-403 on 
September 5, 1973. 

APPENDIX "A" 
DOCKET NO. W-40ij 

Barclay Downs Utilities, Inc. 
Barclay Downs SubdiYision, wake county 

WATER RATE SCHEDULE 

METERED RATE 

Up to first 400 cubic feet per month 
All oYer 400 cubic feet per month 

$4.50 minimum 
- $ .65 per 130 

cubic feet 
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TAP FEE 

$360 per lot for t~ps on •both sides of street - All tap 
fees paid by developers only. 

$400 per lot for taps on one side of street only - All tap 
fees paid by developers only. 

~!!E!ION CHARGE§ - $2.·oo 

RECONNECTION CHARGES 

If water service cut off by ntility for just cause 
(NCUC Rule R7-20f) $4.00 

If water service discontinued at customer's request 
(NCUC Rule R7-20g) $2.00 

SECURITY DEPOSITS in accordance with NCUC Rules, chapter 12. 

~ DU~ on billing date. 

BILLS RAST 1!.!rn. fifteen (15) days after billing date. 

FINANCE CHARGES lQ!! llli PAYMENT - None. 

Issued in accordance with authority granted by the North 
Carolina Utilities Commission in Docket No. W-Q04 on 
September 5, 1973. 

APPENDIX 11 1'.. 11 

DOCKET NO. W-405 
central Utilities, Inc. 

Bentley iood Subdivision, Rake county 

WATER RATE SCHEDULE 

METERED RA'.!:] 

Up to first 400 cubic feet per month 
All over 400 cubic feet per month 

CONNECT!Ql! ~.2]§ $2~00 

ftECONNECTIO! CHARGES 

$4 .. 50 minimum 
- $ .65 per (30 

cubic feet 

If water service cut off by utility for ju~t cause 
(NCUC Rule R7-20f) $4.00 

I~ water service discontinued at customer's request 
(NCUC Rule R7-20g) $2.00 

~ECURITY DEPOSITS in accordance with NCUC Rules, Chapter 12 .. 

1!ll!& ~~ on billing date .. 

BILLS~ .Q![E fifteen (15) days after billing date .. 

K~ CHARGES FOR 1ATE PAYMENT - None .. 
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Issued in accordance vith authority granted by the North 
Carolina Utilities Commission in Docket No. W-405 on 
September 5, f 973. 

DOCKET NO. W-262, SUB 12 

BEFORE THE HORTH CAROLINA UTILITIES COKftISSION 

In the Hatter of 
Joint Application by Piedmont Constructi6n ) 
and Water Company, Inc., P. o. Box 6, ) 
Stony Point, North Carolina, and by Catawba} RECOMMENDED 
Water supply, Inc., 36 29th Avenue, ) ORDER 
Hickory, North Carolina, for Authority ) APPROVING 
to Transfer the Water Utility Franchise ) TRANSFER AND 
in Ten subdivisions in Catawba county, ) RATES 
North Carolina, and for ApproTal of Rates ) 

HEARD IN: 

BEFORE: 

APPEARANCES: 

Mooresville Municipal Building, 413 Kain 
street, MooresTille, North Carolina, on Hay 15, 
1973, at 2:00 P.H. 

Hearing commissioner Harvin B. Wooten 

For the Applicants: 

William E. Crosswhite 
Sowers, Avery and Crosswhite 
Attorneys at Lav 
P. o. Box 1226 
StatesTille, North Carolina 28677 

For the Commission Staff: 

Maurice w. Horne 
Assistant commission Attorney 
P. o. Box 991, Raleigh, North Carolina 27602 

WOOTEN, HEARING COKHISSIONER: On Karch 23, 1973, the 
Applicants; Piedmont Construction and Water Company, Inc., 
and Catawba Water supply, Inc., filed a joint application 
vith the North Carolina Utilities Commission whereby Catawba 
Water ~upply, Inc., seeks authority to sell its water 
systems in ten subdivisions in Catawba County to Piedmont 
Construction and water Company, Inc. 

The Applicants further seek authority for Catawba Water 
supply, Inc., to transfer its certificate of Public 
Convenience and Necessity to provide vater utility serTice 
in the ten subdivisions to Piedmont Construction and Water 
Company, Inc_., and for approval of increased water rates in 
the ten subdivisions. 
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By Order issued on April 17, 1973, the Commission 
scheduled the application for public hearing, and required 
that public notice of the hearing be given by the Applicant. 
Public Notice vas published in the Hickory Daily Record, 
Hickory, North Carolina, as specified in the Commission•s 
Order, advising that anyone desiring to intervene or to 
protest the application was required to file their petition 
to intervene or their protest with the commission by the 
date specified in the Notice. Several letters of protest 
were received by the Commission staff expressing concern 
about the quality of service in Colonial Heights and 
Idlevood Acres. 

The public hearing was held at the time and place 
specified in the Commission•s order. Mr. B. B. McCormick, 
Jr., President of Piedmont construction and Water Company, 
Inc., appeared at the hearing as a witness and presented 
testimony in support of the application. Hr. Darrell 
Herndon and Hr. Mac Stewart appeared as representatives of 
the State Board of Health and testified concerning the 
stat-us of the ten water systems with respect to compliance 
vith State Board of Health standards. Walter Campbell, 
Francis cudak, Harry L. Cook, Thomas a. Hardison and Charles 
L. Poteet appeared as representatives of the St. Stephens 
Environmental Protection Association and testified that the 
customers in Colonial Heights and Idlewood Acres were 
concerned about reports that approximately J30 additional 
homes in Woodland Mobile Home Park would be added to their 
water system without any corresponding increase in the 
number of wells .supplying the water, and that the 
association vas concerned about reports that monthly water 
samples were not being submitted regularly for 
bacteriological analysis in some of the subdivisions, and 
that the association wanted assurances that improvements in 
the quality of service would be made prior to any rate 
increase being approved. 

eased on the information contained in the application in 
this Docket and in Docket No. W-179, subs I thru s, and in 
the records of this proceeding, the Hearing commissioner now 
makes the following: 

FINDINGS OF FACT 

(. The Applicant, Piedmont Construction and Water 
Company, Inc., is a corporation duly organized under the 
lavs of the State of North Carolina, and is authorized under 
its Articles of Incorporation to engage in the· operation of 
public utilities, as defined in G. s. 62-3. 

2. The Applicant proposes to furnish water utility 
serYice in the following ten residential subdivisions in 
Catawba county, North Carolina, and has filed a Schedule of 
Rates for said service. The ten subdivisions are as 
follows: 



Belle Meade 
Brookwood Terrace 
Colonial Heights 
Fairbrook Park 
Greenwood Terrace 
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Monte Vista 
Pinebrook Park· 
Random Woods 
Sherrill Development
Tranquil Village 

3. Piedmont proposed to utilize the existing vater 
systems to serve approximately 325 customers in the 
subdivisions. Piedmont proposes to meter the water service 
as soon as possible, and to charge a flat rate until meters 
are installed for all customers. 

q_ Piedmont has 
ownership or control 
for the wells. 

entered into agreements 
of the water systems and of 

securing 
the sites 

5. Piedmont has stipulated that the provisions in its 
proposed rates specifying reconnection charges and finance 
charges for late payment he revised to conform to the 
charges specified by the commission•s rules Rl2-9 and R7-
20{f) and R7-20(g). Piedmont has also stipulated that the 
tap-on fees for nev customers will be the same as those 
approved for Catawba Water Supply in each subdivision. 

6. There 
service in 
furnished in 
prior to the 

is an established market for water utility 
the subdivisions, and such services vere 
the subdivisions by catavba Water Supply, Inc., 
application. 

7. The quality of the vater being delivered to the 
customers meets the U. S. Public Health Service Drinking 
'Rater standa.rds vith respect to physical and chemical 
characterist'ics in all of the systems, and the Applicant 
will provide treatment which will control the objectionable 
characteristics of the excessive iron content in those 
systems requiring such treatment. Preliminary chemical 
analysis have indicated that treatment for excessive iron 
content may possibly be required in Random woods, Pinebrook 
Park, Brookwood, and Bell Meade. 

8. The water system plans in Random Woods, Colonial 
Heights, and Brookwood are approved by the State Board of 
Health. The Board of Health has not approved the remaining 
seYen systems because of their containing some water mains 
smaller than the prescribed 2" minimum, and becau_se some of 
the well sites are not acceptable. The Board of Health has 
accepted the seven systems for surveillance, with the 
stipulation that the seYen systems not be expanded unless 
they are improved in order to meet the design standards 
prescribed by the Board of Health. The well sites which are 
not acceptable generally lack control by the water company 
of a I 00 foot radius around each well, and· a few of the 
wells have potential sources of pollution located within I 00 
feet of the well. 

9. Piedmont holds a franchise to provide water utility 
serYice in tventy-seYen subdiYisions in Alexander, Iredell 
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and Catawba counties, and it is 
utility service to approximately 
subdivisions. 

presently furnishing water 
1,000 customers in said 

10. The annual revenues, based on approximately 325 
customers at approximately 5,000 gallons per month per 
customer would be approximately $27,300 under the proposed 
new rates and approximately $20,300 under the present rates. 

I 1- The proposed new rates are essentially the same rates 
as those approved by the commission for Piedmont's other 
franchise service areas. 

f2. The proposed rates are 25% t6 75% higher than the 
rates charged by Catawba Water supply, Inc., for water 
utility service in .the subdivisions prior to the 
application. 

13. Piedmont's initial investment in water utility plant 
in the ten subdivisions will be approximately $12,000. 

14. Piedmont provides mainteDance and repair service to 
all of its vater systems on a 24-hour per day, 7-day per 
week basis by means of local representatives in each 
subdivision relaying customer calls thru the Applicant's 
office to a telephone installed in the car of Hr. McCormick, 
President of Applicant. Customer service by Piedmont has 
been satisfactory in its franchised se~vice areas. 

Based on the foregoing Findings of Fact, the Hearing 
Commissioner reaches the following: 

CONCLUSIONS 

There is a demand and need for water utility service in 
the ten subdivisions described herein which can be. met by 
Piedmont construction and Water Company, Inc. 

The rates approved by the Commission for water utility 
service in the ·ten subdivisions should be those contained in 
the Schedule of Rates attached hereto, which rates are those 
found to be reasonable for Catawba Water Supply, Inc., under 
their previous operating conditions, and which rates should 
not be increased without a corresponding improvement in the 
immediate quality of service offered by the utility company. 
The rates proposed by Piedmont ·are the same rates as those 
concluded to be just and reasonable for the water service 
provided by Pie4mont in its other franchised service areas, 
and are concluded to be just and reasonable for the service 
proposed herein upon completion of the required improvements 
in the immediate quality. of service. In addition to those 
improvements which will increase the immediate quality of 
service, certain long range improvements should he required 
in order to ensure that the quality of serTice will be 
maintained at a high level in the future, but the rates 
which are approved after completion of the required 
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improvements in the immediate quality of service should not 
be subject'~o-such long range impro•e■ents. 

Piedmont's arrangements for providing customer service in 
the ten sobdiYisions will be the same as in its other 
franchised serTice areas, and are concluded to be acceptable 
based on the past.pe~formance of said arrangements. 

IT IS, THERE.PORE,. ORDERED AS POLLOWS: 

1- That the Applicant, Piedmont construction and Water 
Company, Ihc., is hereby granted a Certificate of Public 
ConYenience and Necessity in order to proYide water utility 
serYice in the ten subdi•isions in Catawba .county described 
heiein and more particularly. described in the application 
made a part ·hereof by reference • 

. 2. That this Order in it.5:elf shall constitute the 
Certificate of Public ConYenience and Necessity. 

3. That the Schedule of R·ates attached hereto as 
Appendix "A" is hereby approYed, and that said schedule of 
Rates is hereby authorized to become effectiYe on one dayls 
vritteD notice to the custo■ers. ' 

4. That Piedmont construction and Water Company, Inc., 
is hereby required tO make the improve ■ents in the water 
utility operations presctibed in Appendix "B" attached 
hereto, and that upon completion of said improYements in any 
individual subdivision Piedmont shall submit a report for 
reYiev by the Commission which lists the improYements made 
in that subdivision and the date of completion of the 
improvements, and that upon Yerification and approYal of 
each report by the Commission, Pied■ont shall be authorized 
by further order of the CommiSsion to charge the rates it 
proposed in its application for.that subdivision. 

5. That the Certificate of Public Convenience and 
Necessity which was previously granted to Catawba Water 
Supply, Inc., to proyide water utility serYice in the ten 
subdivisions described herein is -hereby cancelled.,. and that 
the Certificate of Public Con•enience and Necessity which is 
presently held by Catawba for furnishing water utility 
serYice in its remaining two subdivisions shall remain in 
effect. 

6. The Catawba Water Supply, Inc., is hereby authorized 
to sell its water systems in the ten subdivisions described 
herein to Piedmont Construction and Water Company, Inc. 

7. That Piedmont constiuction and Sater Company, Inc., 
is hereby required to make the long range improvements in 
the water system prescribed in Appendix ncn attached hereto, 
and that Piedmont shall submit a written report to the 
Commission which lists the specific improVe■ ents to be made 
in each system and the approximate date each improYement is 
scheduled .for ~ompletion and estimated cost of making each 



834 WATER AND SEHER 

improTement. The written report shall be submitted for 
review and approval by the commission within Sixty (60) days 
from the date of this Order. 

ISSUED BY ORDER OF THE COftMISSION. 

This the 14th day of June, 1973. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

(SEAL) 

APPENDIX "A" 
DOCKET NO. W-262, SUB 12 

Piedmont construction and Water Company, Inc. 

Belle Meade 
Brookwood Terrace 
Colonial Heights 
Fairbrook Park 
Greenwood Terrace 

METERED RATES 

Monte Vista 
Pinebrook Park 
Random Woods 
Sherrill Development 
Tranquil Village 

HATER RATE SCHEDULE 

Up to first 3,00U gallons per month $4.00 ■inimum 
All over 3,000 gallons per month - $0.60 per 1,000 

gallons 

Minimum rates under metered rates until such time as 
meters are installe~ for all customers, except that all 
customers with sviaming pools will be charged metered 
rates immediately. 

CONNECTION CHARGES: $200 per lot for new customers 

RECONNECTION CHARGES 

If vater service cut off by utility for good cause (HCUC 
Rule R7-20f): $4. 00 
If water serwice discontinued at customer's request (HCUC 
Rule R7-20g) : $2. 00 

~ ~!!l! on billing date 

llill PAST DUE Tventy-£ive (25) days after date rendered 

FINANCE CHARGES rQ! LATE PATKENT are one percent (1.0%) per 
month on unpaid balance for bills still past due twenty
five (25) days after billing date 
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lli1.!!!~ shall be monthly, in arrears. 

Issued in accordance with authority granted by the North 
Carolina Utilities Commission in Docket No. W-262, sub 12 on 
June I 4, I 973. 

APPENDIX 11 B" 
DOCKET NO. W-262, SUB 12 

The following • iml)rovements in the immediate 
serTice shall be made by Piedmont Construction 
Company, Inc., as soon as possible, subject to the 
conditions contained in the ordering paragraphs 
Order: 

guality of 
and Water 
terms and 

of this 

1. Install water meters for each customer and charge 
metered rates for water· ser:vice. 

2. submit a copy of the final deeds and/or 
easements for the ten water systems not later than 
from the date of this order. 

recorded 
30 days 

3. Flush the Belle. Meade water system. in 01:der to reduce 
the charcoal sediment in the water to an acceptable level. 

4. Take all necessary measur~s to increase the water 
pressure· in the Colo~ial Heights water system to an 
acceptable level, and to ensure that the water pressure in 
all of the systems is maintained at an acceptable leYel. 

5. Submit monthly water samples to the State Board of 
Health for bacteriological analysis on a regular basis for 
all water systems. 

6. Do not add any additional customers to any of the 
water systems without.first obtaining state Board of Health 
approYal of the plans and facilities necessary to serve the 
total customers on the system. 

7. ftake .all physical improvements requested by the State 
Board of Health at t!J.e w.ell sites, such as improYements to 
the plumbing, well casings, etc., 

e. ftake all physical improvements contained on the list 
of improYements furnished to the· Commission by Pied■ont as 
Exhibit 13,, including iron filters and chlorination in Belle 
Heade and Random woods, an·d additional storage capacity in 
Pinebrook Park. 

The Hearing ·commissioner anticipates that completion of 
the require■ehts listed above vill enable each of the water 
systems to render adequate serYice for rate making purposes, 
although some of the systems are still not in. compliance 
with the design standards prescribed by the State Board of 
Health. In the event adequate service is not obtained upon 
completion of the aboTe requirements, Piedmont is expected 
to make any additional long range improvements necessary to 
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obtain adequate service prior to applying for approYal of 
its proposed nev rates. 

APPENDIX ncn 
DOCKET NO. W-262, SUB 12 

The following long range improTements shall. be made by• 
Piedmont Construction and Water Company, Inc., subject to 
the terms and conditions contained in the ordering. 
paragrap_hs of this Order: 

1. ProYide additional water treatment for excessiYe iron 
content in Random Woods, Pinebrook Park, Brookwood, Belle 
Meade, and any other subdivision where existing treatment is 
found to be inadequate, and submit a chemical analysis 
report on the treated water fro■ each well to the Commission 
staf'f to verify the effectiYeness of such treatment. 

2. Replace water mains less than 2 11 in diameter vith 
mains vhich are in compliance with State Board of Health 
design standards. 

3. Install additional pumping capacity and storage 
capacity on water systems where necess~ry· in order to comply 
with State Board of Health design standards. 

4. Install chlorination on each well wherever required 
by the State Board of Health, provided such chlorination 
will enable the State Board of Health to approve the well 
site without further restrictions on that well site (such as 
100 1 clear radius around the well, etc.). This requirement 
does not relieve Piedmont of its responsibilities to the 
state Board of .Health in the matter of chlorination, but 
merely relieves Piedmont of the chlorination requirement by 
this Commission in cases where such chlorination appears to 
place an additional expense on the customers without 
obtaining the additional benefit of State Board.of Health 
approval of the water ~upply facilities. 
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SUBJECT INDEX 

UTILITIES COMMISSION ORDERS FULL REPORT PRINTED 

DETAILED INDEX OUTLINE 

I. GENERAL ORDERS 

A. General 

1., M-100, Sub 31 - Revision of Rule R2-37 - Group 
3, Petroleum and Petroleum Products, Liquid, 
in Bulk in Tank Trucks - Order correcting Error 

PAGE 

2. M-100, Sub 37 - Adoption of the 1972 Amend- 3 
ments to the Rules and Regulations for 
Safety of the u.s. Department of Transporta-
tion pursuant to Rule R2-46 

3. M-100, Sub 39 - Revision of Rule RI 2-9 (c) 4 
Billing Practices - Order Closing Dock~t 

4. M-100, Sub 43 - Motor Transportation in Charter 5 
Service of Public school Students for or Under 
the Control of the· state of North Carolina 
Order Closing Docket upon Re-Enactment of 
Exemption for the State 

5. M-100, Sub uq - Amendment to Chapter 3 by 7 
Adding Rule R3-8 - ~ailroad StatioD Buildings 
Involved in Railroad Mobile Agency Concept 

B. Electricity 

I. E- I 00 r Sub I 2 - Research and Development 8 
Adjustment on Rates of Electric Utilities 
Closing Docket upon Withdrawal of Proposed 
Surcharge 

2. E-JOO, Sub 14 - Procedure for Electric Paver 9 
Plant Siting - Rules R8-Q2 and RB-43 

3. E-fOO, sub !"4 - Rulemaking Procedure for 14 
Electric Paver Plant siting - Closing Docket 

4. E- f 00, Sub 16 - Revision of Rule RB-25 - Rate I 4 
Schedules: Rules and Regulations 

c. Gas 

r. G-100, Sub 12 - Rule11.aking Procedure for cur- 16 
tailment of Gas Service Due to Gas supply 
Shortage - Second.Limited Exemption to certain 
Industrial customers of Public service co. of 
N.c., Inc., to curtailment Priority Plan 

2. G-100, Sub 16 - cancellation of Investigation 22 
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for Rulemaking on Uniform Service Charge 
Procedure by Gas Utilities 
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3. G-JOO, sub JS - Gas Service curtailment Due to 27 
Gas Supply Shortage - Interim Establishing 
Emergency Procedure for Allocation of Natural 
Gas 

4. G-100, Sub 18 - Gas Service Curtailment Due 49 
to Gas Supply Shortage - Order of Correction 

5. G-100, sub 18 - Gas Service curtailment Due to 49 
Gas Supply Shortage - Further Interim for 
Emergency Allocation of Natural Gas 

6. G-J00, Sub 19 - Adoption of Amendments to 55 
Minimum Federal Safety Standards for Pipeline 
Facilities 

o. Telephone 

I• P-JOO, sub 30 - Order to Establish Rule R9-4 61 
as an Addition to Chapter 9, Pursuant to 
G.S. 62-31 

2. P-100,· sub 30 - Final order Establishing Rule 65 
R9-4 as an Addition to Chapter 9, Pursuant to 
G.S. 62-31 

II. ELECTRICITY 

A. Rates 

I• E-30, Sub 11 - Domestic Electric Sei"vice 66 
Rate Increase 

2. E-7, Sub 145 - Duke Pover Company - Rate 70 
Increase 

3. E-7, sub 161 - Duke Power Company - Coal Cost 138 
Adjustment Clause 

4. E-22, Sub 141 - Virginia Electric & Power 141 
company•- Rate Increase 

B. securities 

I• B-2, Sub 222 - Carolina Pover & Light coapany 190 
Issue and sell First !ortgage Bonds - Granted 

2. E-2, sub 223 - Carolina Paver & Light Coapany 192 
Amend Stock Purchase-savings Program for 
Employees - Granted 

3. E-2, sub 226 - Carolina Paver & Light Coapany ( 95 
Issue and sell Preferred Stock - Granted 
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4. E-7, Sub J53 - Duke Power Company - Issue and (97 
Sell Preferred Stock - Granted 

s. E-7, Sub 156 - Duke Power Company 
Authorization to Issue and Sell First and 
Refunding Mortgage Bonds - Granted 

200 

6. E-7, Sub f60 - Duke Paver Company - Issue and 204 
Sell First and Refunding Mortgage Bonds 
Granted 

7. E-22, Sub 157 - Virgini~ Electric & Power 207 
Company - Sell Pollution Control Facilities 
and Issue Notes - Granted 

c. Ser.vice Areas 

I• ES-18; ES-31; ES-48; ES-63 - Duke Paver Company 212 
and Wake Electric Membership corporation; 
Carolina Power & Light Company, Duke Power 
Company, and Randolph Electric Membership 
Corporation; and Carolina Power 6 Light 
Company ·and Piedmont Electric Membership 
Corporation - order Assigning and Reassigning 
Service Areas in Durham, Granville, Wake, 
Chatham, and Orange Countie's 

2. ES-20, sub I - Rutherford Electric Membership 217 
Cooperative - John A. Haddox & 40 Others 
Order Dismissing Petition for Reassignment of 
Area 

3. EC-59, sub 9 - Transfer of Electric Service 222 
Areas of ocracoke Electric Membership 
Corporation to Tideland Electric Membership 
Corporation 

D. Miscellaneous 

1. E-7, Sub 162 - Duke Power Company - Guarantee 223 
Payment of Federal Black Lung Benefits 

2. E-22, Sub 155 - Virginia Electric & Power 225 
Company - Authority to Sell Nuclear Fuel and 
Purchase Under Contract Heat Generated 
Therefrom 

III. GAS 

A. Rates 

I• G-21, Sub 90 - North Carolina Natural Gas 
corporation - Denial of Rate Adjustment 

2. G-21, Sub 98 - North Carolina Natural Gas 
Corporation - Tracking Increase of Rates 
Granted 

228 

245 
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3. G-21, Sub 102 - North Carolina Natural Gas 249 
Corporation - !e•orandu• Account for 
Tracking Unrecovered Gas Cost - Granted 

4. G-3, sub 51 - Pennsylvania & southern Gas 252 
Co•pany (North Carolina Gas Service Division) 
Tracking Increase - Granted 

5. G-3, sub 52 - Pennsylvania & southern Gas 256 
Co•pany (North Carolina Gas service Division) 
Suspense Account for Tracking Unrecovered 
Gas Cost 

6. G-9, Sub 96 - Piedmont Jatural Gas Coapany, 259 
Inc. - Establishment of Rates 

7. G-5, Sub 86 - Public Service Coapany of North 280 
Carolina, Inc. - vacate Suspension Order and 
Approval of Tracking Increase 

8. G-5, sub 87 - Public service company of North 285 
Carolina, Inc. - Depreciation Rates 

9. G-5, sub 91 - Public service co■pany of North 287 
Carolina, Inc. - Tracking Increase - Granted 

10. G-5, Sub 94 - Public Service Coapany of North 292 
Carolina, Inc. - Deferred Account for Tracking 
Unrecovered Gas Cost 

It. G-1, Sub 38 - United Cities Gas Coapany 295 
Tracking Increase - Granted 

B. securities 

I• G-5, Sub 93 - Public Service coapany of North 300 
Carolina, Inc. - Authority to I ssue and Sell 
First !ortgage Bonds - Granted 

IV. !OTOR BUSES 

A. Brokers License 

1- B-311 - Cardwell Tours - Broker - Granted 

2. B-308 - Gough Tours - Broker - Granted 

B. Bus Terminals and Lease Agree■ents 

303 

306 

t. B-275, Sub 40 - Bus Station - Carolina Coach 309 
Company - Order Authorizing New Union Bus 
Ter■inal in Elizabeth City, North Carolina 

2. B-275, Sub 40 - Bus Station - Carolina Coach 314 
Coapany - Order Overruling Exceptions and 
Affir•ing Reco■■ended order 
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3. B-7, Sub 87 - Greyhound Lines, Inc. - Order 315 
Denying Petition to cancel Lease Agreement 

c. Franchise certificates Granted, Cancelled, or A ■ended 

I• B-15, Sub 170 & B-69, sub I 12 - Carolina Coach 321 
company and Queen City Coach company - Approved 

2. B-242, sub 15 - Charlotte City Coach Lines, 330 
Inc. - Approved 

3. B-30, Sub 46 & B-15, Suh 171 - Southern Coach 333 
Company - Application Deniedi Carolina Coach 
Company - Approval of certificate Amendment 

4. B-3O, Sub 46 & B-15, Sub 171 - Southern Coach 343 
c'ompany, Carolina Coach Company - Order 
Affirming and Adopting Recommended Order 
Issued on Harch 21, 1973 

·D. Rates, Fares, and Charges 

1. B-23, sob 19 - cape Fear Valley Coaches, Inc. 345 
Granting Application 

2. B-105, Sub 33 - Rates-Bus - Greyhound Lines, 347 
Inc. - All.owing Withdrawal of Cancellation of 
Proposed Tariff Filing 

3. B-105, Sub 33 - Rates-Bus - Motor Bus Common 348 
carriers - Order Approving Increased Rates 

E. Sales and Transfers 

I• B-69, Sub I 14 - Continental Southeastern 353 
Lines, Inc. - Corporate Name Change Approved 

2. B- f 89, Sub 4 - Kannapolis Transit Company, 356 
Inc., from Carolina Coach Company 
Recommended Order Approving Transfer 

3. B-189, Sub 4 - Kannapolis Transit Company, 359 
Inc. - order Correcting Error 

4. B-69, Sub 115 - Queen City Coach Company 360 
Approved Merger 

5. B-69, Sub I 15 - Queen City coach company 366 
Errata Order 

6. B-13, Sub 24 - suburban Coach Lines, Inc. 367 
Approving Sale and Transfer of Stock and 
Change of control 

F. Miscellaneous 

I• B-271, Sub 3 - complaint-Bus - Carolina Coach 369 
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company vs. Southern Coach company - Order 
Dismissing Proceeding 
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2. EB-509 - Gre.ensboro Youth Baseball, Inc. 370 
Order to Cease and DesiSt from Transporting 
Passengers for Hire 

3. B-245, sub 10 - Suburban coach company, Inc. 373 
Order to Surrender Franchise 

V. HOTOR TRUCKS 

A. Acquisition of control 

1. T-284, Sub 3 - D & D Trucking company - Order 375 
Approving stock Transfer 

2. T-1652 - TI s C corporation Transferred from 377 
Bruce Johnson Trucking company - Approval of 
Transf~r 

3. T-188, Sub 3 - Tappan carriers, Inc. - Order 380 
Approving Acquisition 

B. Au·thority Denied 

1. T-521, Sub 9; T-521, Sub 10 - Harper Trucking 381 
company - Recommended Order Denying Application 

2. T-1642 - Hubert Joseph Keith - Recommended 387 
Order Denying Application 

3. T-1659 - ~andleman•s City Pick-up & Delivery 389 
Service, Inc. - Recommended Order Denying 
Application 

c. Franchise certificates and Permits 

1. T-1504, sub I - Beasley Transport, Inc. 395 
Final Order Approving Application 

2. T-1638 - Builders Transport, Inc• 398 
Recommended Order Granting Atithority 

3. T-(638 - BUilders Transport, Inc. - order 403 
Correcting Error 

4. T-1362, Sub 5 .- commercial and Package Delivery 1104 
service, Inc. - B~commended Order Granting 
Contract carrier Authority 

5. T-1672 - contract Transporter, Inc. - Order 407 
Granting Permit 

6. T-1672 - contract Transporter, Inc. 409 
Errata Order 
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7. T-1662 - c. W. Currin - Recommended .order 4 I I 
Granting Authority 

8. T-681, Sub 37 - Helms !otor Express, Inc. 413 
Order Granting Operating Authority 

9. T-681, Sub 37 - Helms Motor Express, Inc. 416 
Suppleaental Order 

10. T-681, Sub 38 - Helms Motor Express, Inc. 418 
Additional Operating Authority Granted 

I I• T-1670 - Hickory Herchcints Delivery 425 
Recommended Order Granting Permit 

12 •. T-1534, Sub 2 - Charles c. Laughinghouse 429 
Mobile Home Hovers - Recommended Order 

13. T-1632 - Moore Delivery service - Recommended 434 
order Granting Permit 

14. T-208, sub 31 - overnite Transportation 437 
Company - Approval of Application 

15- T-1077, Sub II - Purolator Courier Corpo- 440 
ration - Recommended Order Granting Permit 

16. T-1665 - Shelby Mobile Home Movers 444 
Recommended Order Granting Operating Rights 

17. T-1072, Sub 4 - sugar Transport, Inc. - Order 447 
Granting Operating Rights 

1e. T-1072, sub 4 - sugar Transport, Inc. - Final 451 
Order 

19- T-1674 - Wood Mobile Home Rovers - Recommended 453 
Order Granting Application in Part 

D. Rates, Fares, and Charges 

I. T-521, Sub 12 ... Harper Trucking Company 456 
Re.commended Order Approving Schedule of 
Minimum Rates N.c.u •. c. No. 10 and Supplement 
No. I 

2. T-825, Sub 163 - Rates-Truck - Motor Common 461 
carriers - Order Denying Rate Increases 

3. T-825, Sub (68 - Rates-Truck - Motor Common 471 
Carriers - Order App~oving Increase in Rates 
& Charges 
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E •. Sales and Transfers 

I• T-681, sub 36 - Helms Motor Express, Inc., 475 
Transferred froa F. Y. Transfer Company 
Approved 

2. T-1649 - Watkins-Carolina Express, Inc., 480 
Transferred fro ■ Lloyd !otor Express, Ltd. 
Approved Sale and- .Transfer 

F. Violations 

1- T-1330 - Home Transportation Co ■pany, Inc. 486 
Permanent order to cease and Desist from· 
Transporting !obile Homes 

G. Miscellaneous 

I. T-1622, Sub 2 - Eastern Mobile Homes, Inc. qe·a 
Order Registering Pledge of Com■on Carrier 
Certificate 

2. T-1615, Sub 2 - Elks Truck Line - Order 490 
Approving Issuance of Note and Chattel Mortgage 

VI. RAILROADS 

A. certificates and Change of Control 

1. R-22, Sub 3 - Thomas R. Ebright & Associates 493 
Transferred fro■ Graham county Railroad and 
Bear creek Junction, Inc. - Approving change 
of control-and Granting certificate 

B. Mobile Agency concept 

1. R-71, Sub 20 - Seaboard Coast Line Railroad 499 
company - Wilson, North Carolina - Order 
Approving Application 

2. R-7(, sub 30 - Seaboard coast Line Railroad 503 
Coapany - Fayetteville, North Carolina 
Recommended Order Approving Application 

3. R-71, sub 31 - Seaboard Coast Line Railroad 509 
company - Chadbourn, North Carolina - Order 
Granting Application 

4. R-29, sub 195 - Southern Railvay Company 517 
Bryson City, North Carolina - Recom■ended 
Order Approving Application 

5. R-29, sub 196 - Southern Railvay company 521 
Burlington, North Carolina - Order Approving 
Application as Amended 
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6. R-29, Sub 199 - southern Railway company 527 
Mocksville, North Carolina - order Approving 
Application on six-Month Trial Period 

7. R-29, Sub 200 - Southern Railvay Company 534 
Belmont, North Carolina - Order Approving 
Application on six-Month Trial Period 

VII. TELEPHONE 

A. Complaints 

J. P-7, Sub Q6 I - Battleboro, North Carolina vs. 540 
Carolina Telephone & Telegraph Company 

2. P-29, Sub 85 - Mr. E. A'. Friddle and Others vs. 545 
Lee Telephone Company and southern Bell 
Telephone & Telegraph company 

B. Radio common carriers 

f. P-(17 - Rockfish Radio Telephone Services 555 
Order Granting certificate and Approving Rates 

c. Rates 

1- P-10, Sub 338 - Central Telephone Company and 558 
Lee Telephone Company - Approval for Adjust-
ments in Monthly Rates and Charges 

2. P-19, Subs 133 & f36 .- General Telephone 590 
Company of the southeast - Order Denying Rate 
Increases 

3. P-37, Sub 48 - Mooresville Telephone company 643 
Order Establishing Rates 

D. securities and eo·rrowed Funds 

1- P-19, sub 152 - General Telephone Company of 662 
the Southeast - Authority to Issue and Sell 
First ftortgage Bonds and Common Stock 

E. Miscellaneous 

1- P-44, Sub 66 - Old Town Telephone system, Inc., 665 
OT Tel, Inc., and Bid-Continent Telephone 
Corp·oration - Order .Allowing Merger and 
Transfer 

2. P-7, sub 585 - southern Bell Telephone & 672 
Telegraph Company and Carolina Telephone & 
Telegraph Company - Order Dismissing Co•plaint 

3. P-55, Sub 726 - Southern Bell Telephone & 674 
Telegraph Company - Saluda Mountain Telephone 
Company - Order Transferring service Area 
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4. P-55, Sub ·128 - southern Bell Telephone & 678 
Telegraph Company - Order Denying Exemption 

5. P-55, sub 730 - southern Bell Telephone & 681 
Telegraph Company - Order Approving Tariffs 
Establishing Lake Wylie Exchange 

6. P-75, Sub I~ - Telephone & Data Systems, Inc., 683 
and Barnardsville Telephone Company - Order 
Permitting Stock Transfer 

7. P-118 - Thermal Belt Telephone Company, Hid- 689 
Carolina Telephone company, Eastern Rowan 
Telephone Company, Mooresville Telephone 
company, and Bid-continent Telephone Corp-
oration - Order Granting Authority to Merge as 
Bid-Carolina Telephone company 

e. P-78, Sub 29 - Westco Telephone Company - Order 692 
Approving conveyance of Westco Telephone 
CompanJ's Georgia Assets to Georgia state 
Telephone Company 

9. W0-94 - Western Union Telegraph Company 
Order Approving Tarif.fs 

VIII. WATER AND SEWER 

A. Certificates and Rates 

696 

). W-379 & W-379, Sub I - Bill Allen Enterprises, 697 
Inc. - Order Granting certificate and 
Establishing Rates 

2. W-190, sub 4 - A9ua Coapany - Order Granting 701 
certificate and Approving Bates and Requiring 
Service Improvements 

3. W-365, Sub I - Bailey•s Utilities, Inc. - Order 711 
Granting Franchise and Approving Rates 

4. W-177, Sub 10 - Brookvo~ Water Corporation 715 
order Granting Franchise and 'Approving Rates 

5. W-388 - c & ft Collection Agency, Inc. - order 718 
_Granting Certificate and ~pproving Ba~es 

6. V-361 - Carolina Fores~ Utilities, Inc. 723 
Recom■ended order Granting Franchise and 
Approving Bates 

7. W-361 ~ Carolina Porest·utilities, Inc. 727 
Final order · 

B. w-358, Sub I - Fortis Enterprises, Inc. - Order 734 
Granting Franchise and ApproTing Rates 
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9. W-266, sub 5 - Ed Griffin Land company - Order 737 
Granting Franchise and Approving Rates 

10. W-274, Sub 10 - Heater Utilities, Inc. - Order 743 
Granting certificate and Approving Rates 

11- W-274, subs 12 & J3 - Heater Utilities, Inc. 747 
Order Granting Franchise and Approving Rates 

12. W-362 & LPG-I - Langvood Mobile Park - Order 753 
Granting Franchise and Approving Rates 

13. R-363 - Pierce, Heavner, and Jenkins Builders, 758 
Inc. - Order Granting Franchise and Approving 
Rates 

f lJ. w-353 - Rushing Agency, Inc_. - Interim Order 761 

15. W-396 - Rushing Construction Company - Order 766 
Granting Certificate and Approving Rates 

16. W-399 - suburban utilities Coapany - Order 770 
Granting Certificate and Approving Rates 

f7. W-372 - Touch and Plov Water systems - order 77q 
Granting Certificate and Approving Rates 

18. W-282 - Umstead Water company - Order Granting 778 
Franchise and Approving Rates 

19. W-80, Sub 17 - Waterco, Inc. - Order Granting 783 
Franchise and Approving Rates 

B. Complaints 

1- W-373, sub I - Foxcroft Apartments vs. oniver- 789 
sity Service Plants 

c. Denying Certificates 

I• W-200, Sub 5 - LaGrange Waterworks Corporation 794 
- Order Denying Certificate 

D. Rates 

1. W-240, sub I - Lampe and Vann, a Partnership 795 
Order Granting General Rate Increase 

2. W-240, Sub I - Lampe and Vann, a Partnership 799 
Order of correction 

3. W-67, Sub 2 - z. v. Pate, Inc. - order 800 
Granting Rate Increase 

4. W-176, Sub 6 - Scientific water and Sewerage 803 
Corporation - Order Establishing Rates 
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5. W-201, sub II - Touch and Flow Water System 809 
Order Denying Rate Increase 

E. Transfers 

1- W-212, Sub I - Devonshire Manor Utilities 812 
Company - Order Approving Stock Transfer, 
Abandonment of Water Service, and Establishing 
sewerage Rates 

2. W-266, Sub 4 - Ed Griffin Land company - Order 817 
Approving Agreement to Purchase Water and 
sever System 

3. W-266, Sub 4 - Ed Griffin Land Company - Order 820 
of Correction 

4. W-400; W-40 I; W-402; H-403; W-404; & W-1105 821 
Hasty Pump Sales & Service - Order Authorizing 
Transfer of·Franchise and Approving Rates 

5. w-262, Sub 12 - Piedmont construction and Water 829 
Compa·ny, Inc., Transferred from Cata vb a Water 
Supply, Inc. - Order Approving Transfer and Rates 
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subject Index to Orders Not Reported 

TABLE OF ORDERS 

Not Printed 

I. ELECTRICITY (Detailed outline p. 85() 
A. Rates 
B. securities 
c. Hiscel~aneous 

II. GAS 
A. 
B. 
c. 

Rates 
securities 
Miscellaneous 

(Detailed Outline p. 852) 

III. 

IV. 

v. 

MOTOR 
A. 

B. 
c. 
D. 
E. 

MOTOR 
A. 
B. 
c. 
D. 
E. 
F. 
G. 
H. 

BUSES (Detailed Outline p. 854) 
Franchise Certificates Granted, cancelled, or 
Amended 
Rates, Fares, and Charges 
Sales and Transfers 
Terminals and Lease Agreements 
Miscellaneous 

TRUCKS (Detailed Outline p. 855) 
Acquisition of Control 
Authority Denied 
cancellatiolls 
Franchise Certificates and Permits 
Name Changes 
Rates, Fares, and Charges 
sales and Transfers 
Miscellaneous · 

RAILROADS (Detailed outline p. 863) 
concept A. Mobile Agency 

B. !!iscellaneous 

VI. TELEPHONE (Detailed Outline p. 865) 

VII. 

A. complaints 
B. Radio Common Carriers 
c. securities and Borrowed Funds 
D. Miscellaneous 

WATER 
A. 
B. 
c. 
D. 
E. 

AND SEWER (Detailed Outline P• 867) 
Certificates Granted 
Rates and Revised Tariffs 
Transfers 
Transfers to the City of Charlotte 
.l!iscellaneous 
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TABLE OF ORDERS 

Not Printed 

Qetailed Outline 

I. ELECTRICITY 

A. Rates 

I• Carolina Paver & Light Company 
order Closing Docket upon Com
pletion of Appeal Proceedings 

2. Duke Power Company - Order 
•Closing Docket upon completion 
of Appeal Proceedings 

3. Duke Paver company - Interim 
Rate Increase 

4. Duke Power Cpmpany - Additional 
Interim Rate Increase 

5. Nev River Light & Power 
Company (Appalachian State 
University) ~ R~te Increase 

6. New River Light & Power-Company 
Order Requiring Refund con
cerning the Matter of Billing 
to Appalachian _state University 

E-2, 

E-1, 

E-1, 

E-1., 

E-34, 

E-34, 

Sub 201 

Sub I 28 

Sub 159 

sub I 59 

Sub 5 

Sub 6 

7. Pamlico Paver & Light ·Company E-15, sub'22 
Rate Increase 

8. Roselle Lighting company E-19, Sub J6 
Rate Increase subject to Refund 

9. University of North Carolina E-39, sub I 
(Chapel Hill) - Rate Increase 
Subject to Refund 

10. Western Carolina University E-35, sub 2 
Rate Increase 

B. Securities 

1- Carolina Power & Light company 
Authorization to Sell Common 
Stock - Granted 

2- Carolina Power & Light company 
Authorization to Sell First 
Bortgage Bonds - Granted 

E-2, Sub 221 

E-2, Sub 228 

851 

1-15-73 

1-15-73 

10-30-73 

12-19-73 

5-31-73 

5-31-73 

7-11-73 

4-26-73 

5-24-73 

I 1-27-73 

10-26-73 

10-26-73 
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3. Duke Power company - Author
ization to Issue and Sell 
Common stock 

Q. Virginia Electric & Paver 
Company - Amend Application to 
Borrow Funds - Granted 

5. Virginia Electric & Power 
Company - Authorization to 
Issue and Sell Preferred stock 

6. Virginia Electric & Paver 
Company - Authorization to 
Issue and Sell Securities 

7. Virginia Electric & Paver 
Company - Authorization to 
Sell Common Stock 

c. Miscellaneous 

f. HUnt Manufacturing Company, 
Inc., vs. Duke Power Company 
Order C~osing Docket upon 
Completion of Appeal 
Proceedings 

2. Virginia Electric & Paver 
Company - Order Instituting 
Nev Underground Electric 
service Plans 

II. GAS 

A. Rates 

1- North Carolina Natural Gas 
Corporation - Order Approving 
Tracking Increase 

2. North Carolina Natural Gas 
corporation - order Approving 
Tracking Increase 

3. Pennsylvania & southern Gas 
company (North Carolina Gas 
Sercvice Division) - Order 
Approving Ttacking Increase 

4. Pennsylvania & southern Gas 
company (North Carolina Gas 
Service Division) - order 
Approving Tracking Increase 

5. Piedmont Natural Gas Company 

E-7, Sub 157 7-10-73 

E-22, sub 1q8 5-11-73 

E-22, Sub 152 3-2-73 

E-22, SUb· 153 q-12-73 

E-22, Sub 156 8-3(-73 

E-7, Sub 13q 2-6-73 

G-21, Sub 102 8-23-73 

G-21, Sub 105 10-2-73 

G-3, Sub 52. 8-23~73 

G-3, Sub 53 I 0- I 0-73 

G-9, Sub. 111 3-30-73 
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Order Approving Tracking 
Increase 

6. Piedmont Natural Gas Company 
Order Allowing Amendment and 
App.roving Tracking Increase 

7. Piedmont Natural Gas Company 
Order Approving Tracking 
Increase 

8. Piedmont Natural Gas Company 
Order Establishing suspense 
Account for Tracking Un
recovered Gas cost 

9. Piedmont Natural Gas Company 
Order Approving Tracking 
Increase 

10. 

I I • 

I 2. 

I 3. 

I 5. 

I 6. 

I 8. 

Piedmont Natural Gas Company 
Order Approving Tracking 
Incre.ise 

Piedmont Natural Gas company 
Order Pemitting Withdrawal 
of Petition and Vacating order 

Piedmont Natural Gas Company 
Order Approving Tracking 
Increase 

Pu~lic Service Company of North 
Carolina - Order Closing Docket 
upon completion of Appeal 
Proceedings 

Pub1ic Servic~ Company of Horth 
Carolina - Order Approving 
Tracking Increase 

Pub1ic Service Company of North 
Carolina - Order Approving 
Tracking Increase 

United Cities Gas Company 
order Approving Tracking 
Increase 

United Cities Gas Company 
Order Establishing Suspense 
Account for Tracking Un
recovered Gas Cost 

United Cities Gas company 
Order Approving Ttacking 
Increase 

G-9, Sub 115 

G-9, sub 118 

G-9, sub II 8 

G-9, Sub 120 

G-9, Sub 123 

G-9, Sub 123 

G-9, .sub 125 

G-5, Sub 71 
G-5, Sub 77 

G-5, Sub gq 

G-5, sub 95 

G-1, Sub 39 

G-1, Sub 39 

G-1, Sub QI 

853 

5-IQ-73 

8-10-73 

9-11-73 

9-11-73 

I 1-29-73 

12-19-73 

12-20-73 

1-29-73 

0-16-73 

9-28-73 

8-29-73 

10-2-73 

10-10-73 
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B. Securities 

(. Piedmont Natural Gas Company, 
Inc. - Authority to Issue and 
Sell Common Stock - Granted 

2. United Cities Gas.Company 
Authority to Issue and sell 
First Mortgage Bonds & common 
stock - Granted 

c. ~iscellaneous 

1- Humble Pipe Line Company 
(Wilmington) - Name Change 
to Exxon Pipeline Com'?_~ny 

III. MOTOR BUSES 

G-9, Sub 112 

G- I , Sub 40 

PL-I 

3-27-73 

9-11-73 

1-23-73 

A. Franchise Certificates Granted, Cancelled, or Amended 

1. Roy Chester Hines - Recommended B-310 
order Granting Application 

2. Government Services, Inc. B-183, Sub I 
Order cancelling Certificate 

3. Southern coach Company B-30, Sub 48 
Authorizing .Discontinuance 
of Service 

q_ Southern Coach company B-30, sub 49 
Allowing Proposed Change in 
Sc~eduled Bus service 

B. Rates, Fares, and Charges 

I • Wilmington City Lines, Inc. 
Granting Application 

2. Wilson Bus Company, Inc. 
Granting Application 

c. Sales and Transfers 

I• Conover-Newton Bus Lines 
Transferred from Gabriel
White Bus Lines - Approved 

2. Gabriel Bus Company - Order 
Approving Sale and Transfer 

3. Gabriel-White Bus Lines 
Transferred from Conover
Newton Bus Lines - Approved 

B-78, Sub 11 

B-296, Sub I 

B-307, Sub I 

B-36, Sub I 

B-307 

9-21-73 

7-19-73 

4-24-73 

10-18-73 

7-17-73 

6-7-73 

I 2-7-73 

1-5-73 
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q. smoky Mountain Stages, Inc. 
Close Docket 

D. Terminals and Lease Agreements 

1- Bus Station - Carolina coach 
company - Order Dismissing 
Petition for Approval. of a 
Modification and an Extension 
of Lease Agreement 

2. Bus Station - Carolina Coach 
Company - Order Gr·anting 
Petition for Approval of Site 
for the Erection of a 
Modern Bus Terminal Faciljty 

3. Carolina Coach Company 6 Jack 
E. Peeler - Approved Lease 
Agreement 

q_ Carolina Coach Company & 
Reginald N. Flemming 
Approved Lease Agreement 

E. Misc0llaneous 

1- Briston-Jenkins Bus Line, Inc. 
order Closing Docket 

2. Willie Bryant - Order 
cancelling Permit 

3. Carolina Coach· company 
Emergency Operatin~ Authority 

Q. Cherokee Boys Club, inc. 
order Closing Docket 

5. Kelley Watson - Order can~ 
celling Certificate 

6. Wilkes Transportation Company, 
Inc. - order Closing Docket 

IV. MOTOR TRUCKS 

A. Acquisition of control 

t- Carolina Services of 
Fayetteville, Inc., from 
Murray Transfer and storage 
co., Inc. - Order Approving 
Sto9k Transfer · 

2. F & B Truck Line, Inc. 
Order Approving Stock Transfer 

5-t-73 

B-275, Sub qi q-13-73 

B-275, Sub q3 I 1-6-73 

B-15, Sub 172 e-1-73 

B-15, Sub 173 e-1-73 

B-301 5-15-73 

B-129, Sub 2 3-21-73 

B-15, Sub 17q 12-10-73 

B-309 6-5-73 

A-q I 2-19-73 

a-103, sub 16 5-15-73 

T-350, sub q 9-12-73 

T-159, Sub 3 3-2-73 
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3. Faircloth ftoving & storage 
Company - Recom■ended Order 
Approving Stock Transfer · 

4. Glosson Motor Lines, Inc., 
from State Motor Lines, Inc. 
order Approving Stock T"ransfer 

T-1282, sub 2 3-19-73 

T-qlO, Sub 7 5-29-73 

5. Glosson ftotor Lines, Inc., T-410, Sub 7 I 1-29-73 
from state Kotor Lines, 
Inc. - Order closing Docket File 

6. Kinston ftoving & Storage 
Company Transferred from A. 
Marrow, Inc. - Approved 

B. Authority Denied 

J. James ft. Gibson - Reco~■ ended 
Order Denying Application 

2. Marvin Malcolm Johnson - Order 
Denying Petition; Notice of 
Hearing 

3. Southern Mobile Home Hovers 
Recommended Order Denying 
Application 

4. R. B. Strader contractors, 
Inc. - Order Denying Appli
cation for Temporary Authority 

5. Triad Delivery service 
Recommended Order Dismissing 
Application for Operating 
Authority 

6. Union General Delivery 
Recommended order Denying 
Application 

c. Cancellations 

(~ The Buskirk Company 
Recommended Order Cancelling 
Certificate 

2. Faulkner Mobile Home Hoving 
Recommended order Revoking 
Authority 

3. Humphrey-Hardison Oil company 
Order cancelling Permit 

5-29-73 

T-1610 q-2-73 

T-1636 10-10-13 

I 1-21-73 

T-1668 8-13-73 

T-1637 1-19-73 

T-1653 10-15-73 

T-823, Sub q q-19-73 

T-1532 9-28-73 

T-1202, sub 2 6-26-73 
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4. Charlie F. Hutchens 
Recommended Order Revoking 
Authority 

5. Isothermal ftoving & Storage 
Recommended Order Cancelling 
Certificate 

T-60q, Sub 3 9-28-73 

T-1301, Sub q 5-23-73 

6. J'oe·•s Mobile BoI!le - Recommended T-1 IJ06, Sub I 9-28-73 
Order Revoking Authority 

7. !itchell Pick Up & Delivery T-1505 10-23-73 
Order Cancelling Permit 

8. Duard s. swain - Recommended T-1223, Sub 2 1-26-73 
Order cancelling Permit 

9. Trash Disposal, Inc. T- I 658 6-12-73 
Classification of Motor carrier 
Transportation and Cancellation 
of Exemption Certificate 

IO. Truck •·oTel corporation - Order T-768 4-12-73 
cancelling Permit 

I 1- Willard P. Watson - Recomnended T-1qo7, Sub I 1-30-73 
Order Cancelling Permit 

J 2. Webb 'Transfer Line, Inc. 
Recom■ended order Cancelling 
Certificate 

I 3. Wooten Oil Co11.pany - Order 
cancelling Contract carrier 
Permit 

T-686, Sub 2 6-19-73 

T-1201, Sub 2 3-28-73 

D. Franchise Certificates and Per•its 

(. Air Freight, Inc. - order 
Correcting Errata 

2. Tom Baker Express, Inc. 
Recommended Order Amending 
Permit 

3. Brovn 1 s car Transporting 
Order Granting operating 
Authority 

Q. Brovn•s car Transporting 
Recommended O~der Granting 
Application 

5~ Cauthen Gin & Bag company 
Recommended Order Granting 
Operating Rights 

T-302, Sub 9 10-30-73 

T-1533, Sub I 6-15~73 

T- I 6q6 6-8-73 

T-16q6, Sub I 10-3-73 

T-343, Sub 5 1-23-73 



858 SUBJECT INDEX FOR ORDERS NOT PRINTED 

6. commercial Warehouse, Inc. 
Recommended Order Granting 
Permit 

7. Culberson Motor Lines, Inc. 
Recommended Order Granting 
Addi'tional Operating · 
Authority 

B. w. A. Cummins - Recommended 
order Granting Permit 

9. custom Freight, Inc. 
Recommended Order Granting 
Permit 

10. custom P. T. H. D. Builders, 
Inc. - Recommended Order 
Granting Contract Authority 

If. John Louie Gibson - Order 
Amending Permit 

12. Grantham's Mobile Home Park 
sales & service - Recommended 
Order Granting Application 

13. Alton E. Grimes - Recommended 
order Granting Operating 
Authority 

14. Hester Transfer & Storage 
company - Errata Order 

15. Hill-Top Transport - Order 
Amending Per■it 

16. 

11. 

Johnson•s Mobile Home Services 
Recommended Order Granting 
contract carrier Authority 

Johnson's Hobi1e Home Services 
Recommended Order Granting 
co■■on Carrier Authority 

1a. Earnest B. Jones - order 
Amending Per■it 

19. Lover Creek Mobile Homes 
Recommended Order Granting 
Application 

20. Merchants Home Delivery 
service, Inc. - Recommended 
Order Granting Permit 

T-1663 9-27-73 

T-1414, Sub 3 8-30-73 

T- I 656 9- I 4-73 

T- I 67 I I 2-5-73 

T-1657 11-5-73 

T-1396, Sub I 6-6-73 

T-1640 6-12-73 

T-352, sub 4 10-2-73 

T-1614, Su"b 5-11-73 

T-1057, Sub 4 1-23-73 

T-1636 7-2-73 

T-1636 12-4-73 

T-806, sub 3 6-26-73 

T-1516, Sub I 9-28-73 

T-1655 9-24-73 
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2). Ralph K. Patt~rson 
Recommended Order Granting 
Application 

22. Truitt•s Express 
Recommended Order 

23. Tryon Moving & Storage, Inc. 
Recommended Order Granting 
contract carrier Authority 

24. Tucker's Mobile Home Dealer 
services - Recommended Order 
Granting Permit 

2 5. Ward Trucking company 
Recommended Order Granting 
Permit 

E. Name Changes 

T-)660 I 0-19-73 

T-)629 3-22-73 

T-854, Sub 2 5-2-73 

T-J6Q8 I 1-5-73 

T-16QI Q-25-73 

1- Ace Moving & Storage company T-954, Sub 2 6-29-73 
Approved 

2. Burham Van service of North T-951, sub 9 8-7-73 
caro1ina, Inc. - Approved 

3. Burris Express, Inc., from T-68 I , sub 39 6-22-73 
Helms Rotor Express, Inc. 
Order Approving Change in 
Corporate Name 

Q. central Motor• Lines, Inc. T-262, sub 9 8-23-73 
Order correcting corporate Name 

5. Novene !lobley English T-1482, Sub 1-30-73 
Approved 

6. Harnett Transfer, Inc. T-1132, Sub 3 9-5-73 
Approved 

7. Bruce Johnson Trucking Coapany, T-1652, Sub I 9-4-73 
Inc. - Approved 

F. Rates, Fares, and Charges 

1- Herbert HooYer Barden 
Recom■ended Order of Vacation 

2. Joe•s Mobile Home - Order of 
Vacation 

3. Rates-Truck - Associated 
Petroleum carriers, Inc. 
Order of Vacation 

T-1233, Sub 5-2Q-73 

T-IQ06, Sub 6-)9-73 

T-825, Sub 161 6-29-73 
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4. Rates-Truck - ftotor Common T-825, Sub 164 8-21-73 
Carriers - Order Cancelling 
Bearing and Discontinuing 
Proceeding 

5. Bates-Truck - !!otor Common T-825. Sub 165 I 0-1-73 
Carriers - order Cancelling 
Order of Suspension and 
Approving Tariffs 

6. Rates-Truck - Motor Common T-825, Sub 168 I 0-5-73 
Carriers - Order Allowing With-
drawal and cancellation of 
Proposed Tariff Piling 

G. Sales and Transfers 

f. AAA Storage Company, Inc. 
Transferred fro■ A. Taurus 
Van Lines 

G. w. •ftcKinney - Transferred 
from AAA Storage Company, Inc. 

A. Taurus Van Lines 
Recommended Order Disrilis_sing 
Show Cause and Approving 
Transfers 

T-913, Sub I 6-19-73 

T-913, Sub 2 

T-1593 

2. Tom Baker Express, Inc. - Order T-1533~ Sub 
Approving Transfer 

5-17-73 

3. Bulk Haulers, Inc., from 
Public Transport Corporation 
Recommended Order Granting 
Approval of Transfer 

4. Bulk Haulers, Inc., from 
Public Transport Corporation 
Final Order Approving Transfer 

T-1250, Sub 12 1-23-73 

T-1250, sub 12 2-20-13 

5. Campbell 66 Service T-1626 1-q-73 
Transferred• from Tall~y-Brook, 
Inc., Errata Order 

6. Carolina Crane corporation T-1381, Sub I e-16-73 
from·warren Brothers, Inc. 
Order Approving Transfer 

7. CauthE!n Gin & Bag company T-3Lf3, Sub 6 12-3-73 
Order Approving Transfer 

8. Central Motor Lines, Inc., T-262, Sub JO 10-5-73 
from Winston-Elkin Motor 
Express, Inc. - Order Approving 
Merger 
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9. Clark's Transfer - Order 
Approving Transfer 

10. coast Refrigerated Trucking 
company, Inc., from A. v~ 
Dedmon 'Trucking, Inc. - Order 
Approving Transfers 

I 1- Coastal Moving Comp~ny, Inc., 
from AAA Storage company, Inc. 
Order Approving Transfer 

12. coats & Peede Trailer Moving 
Company fro■ Johnny Lee 
Williams - Order Approving 
Transfer 

J 3. Douglas· and Bess, Inc. 
Transferred from Guignard 
Trucking Company, Inc. (North
eastern Trucking company) 
Merger. and Transfer Approved 

14- Eastern Mobile Homes, Inc., 
from Richard Levis Wilburn 
Order Approving Transfer 

T-919, Sub I 9-q-73 

T-160ij, Sub I 10-31-73 

T-16ij3 7-27-73 

T-1633 1-23-73 

T-1635 7-23-73 

T-1622, Sub I 2-15-73 

1s. c. D. Elks Truck Line from John T-1615, Sub I 2-23-73 
o. Callis and sons, Inc. 
Order Approving Transfer 

( 6. Novene t!obley Bng-lish - order 
Amending Permit 

t7. Everette Truck Line, Inc. 
order -Approving Transfer 

JS. Everette Truck Line, Inc. 
Order Approving Transfer 

T-27, Sub 5 

T-27, Sub 6 

19- Grantham Transfer from Herbert T-1645 
Hoover Barden - Recommended 
order Approving Transfer 

20. Grantham's Hobile Home Park T-1640 
Sales· •& Service Transferred 
from Sanford Mobile Home 
Tovirtg service - Order Allowing 
Withdrawal of Appeal 

21. Griffin Transfer & Storage T-864, Sub 2 
company, Inc. - Order Approving 
Transfer 

22. Harper Trucking Company - Order 
of Merger 

T-521, Sub 9 
T-52 I , Sub I 0 

3-5-73 

1-29-73 

8-16-73 

6-22-73 

7-2ij-73 

3-28-73 

5-23-73 
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23. Hester Transfer & storage T-1614, sub I 5-3-73 
Company (a Corporation) - Order 
Approving Transfer 

24. Hester Transfer & Storage 
company (a Corporation) 
Order of Modification 

25. w. B. Holt Transfer & Storage 
Order Approving Transfer 

26. Hovell 1s Motor Freight, Inc., 
from Rabon Transfer, Inc. 
Order Approving Transfer 

27. Iredell Kilk Transportation, 
Inc., from Carolina Milk 
Transportation Company - Order 
Approving Transfer 

28. J. E. Ladd & Son - Order 
Approving Transfer 

29. Henry Moncure Motors, Inc. 
Order Approving Transfer 

30. Mullikin Transfer, ~nc. 
Order Approving Transfer 

31- Brandon L. Mullis, Inc. 
order Appro.ving Transfer 

T-1614, sub I 6-25-73 

T-895, Sub I 9-11-73 

T-1318, sub 2 6-1-73 

T-1647 7-16-73 

T-867, Sub I 12-19-73 

T-1608, Sub 2-15-73 

T-1618, sub 6-13-73 

T-1470, Sub 1-4-73 

32. Parker•s Van & storage, Inc. T-165J 6-22-73 
Recommended Order Granting 
Application 

33. Patterson storage Warehouse T-857, sub 2 7-10-73 
Company, Inc., fro~ A. Marrow, 
Inc. - Order•Approving Transfer 

34. Queen's Moving & Storage, Inc., T-1639 4-24-73 
from Bobby•s Transfer & storage 
company, Inc. - Order Approving 
Transfer 

35. Seaboard ?loving & storage, T-1664 a-16-73 
Inc., from Warren Brothers, 
Inc. - Order Approving Transfer 

36. Security Storage Company, Inc., T-978, Sub 10 5-29-73 
Transferred from· coastal Plains 
Distributing Company - Order 
Approving Transfer of certifi-
cate and Change of origin Point 
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37. Security storage Company, Inc., T-978, Sub 10 6-15~73 
Transferred from Coastal Plains 
Distributing company - Errata 
or·aer 

38. security Storage Company, Inc., T-978, Sub JI 7-3(-73 
from Patterson Storage 
Warehouse company, Inc. - Order 
Approving Transfer 

39. Sells service, Inc. - Order T-942, Sub 4 
Approving Transfer 

40. A. c. Simpson Transfer - Order T-844, Sub 2 
Approving Transfer 

41. K. M. Smith Storage Warehouse, T-916, Sub 2 
Inc., from John G. HcGugan, Jr. 
Order Approving Transfer 

42. Walters Transfer and Farms, T-616, Sub 2 
Inc. - Order Approving Transfer 

43. J. L. Williams Trailer Hoving 
Company Transferred from 
Eastern Mobile Homes, Inc., 
Approved 

B. Miscellaneous 

T-1661 

I 1- 19-73 

10-5-73 

5-4-73 

B-28-73 

1. Burris E:r.press, Inc. (Helms T-681, Sub 38 9-q-73 
ftotor Express, Inc.) - Order 
Permitting Withdrawal. vf Notice 
of Appeal and EXceptions and 
Closing Docket 

2. Complaint-Truck - D. L. n. T-1287, Sub 25 a-1 -73 
Corporation - Recommended Order 
Dismissing Request 

3. Complaint-Truck - Red Ball van T-1287, Sub 26 7-18-73 
Lines, Inc. - Recommended Order 
Dismissing Shov cause 
Proceeding · 

LJ. Kenosha Auto Transport T-1581 
Corpo_ration - Order Closing 
Docket 

S. William F. Lane - Order Closing T-1650 
Docket 

V. RAILROADS 

A. ftobile Agency Concept 

1. Seaboard Coast Line Railroad R-71, sub 26 

5-7-73 

6-5-73 

1-5-73 
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Co■pany - JacksonYille, Korth 
Carolina - Order ApproYing 
Application 

2. Seaboard Coast Line Railroad R-71, Sub 29 8-30-73 
Co■pany - !ooresboro, Korth 
Carolina - Order Granting 
Application 

3. seaboard coast Line Railroad R-71, Sub 31 I 1-6-73 
Co■pany - Chadbourn, Korth 
Carolina - Order Appro•ing 
Application 

IJ. Seaboard coast Line Railroad R-71, Sub 34 12-20-73 
Co■pany - Aberdeen, North 
Caroi'ina - Order Granting 
Application 

5. Southern Railway Co■pany R-29, Sub 193 IJ-27-73 
Liberty, Korth Carolina - Order 
Approving Application 

6. Southern Railway Co■pany R-29, Sub 194 4-27-73 
Liberty, Korth Carolina - Order 
Appro•ing Application 

B. !iscellaneous 

1. Norfolk and Western Railway R-26, Sub 25 12-7-73 
Co■pany - Order Granting 
Application for Abandon■ent of 
Se•eral Kon-Agency Stations in 
North Carolina 

2. Seaboard Coast Line Railroad R-71, Sub 32 4-12-73 
Co■pany - Order Granting 
Authority to Retire Tea■ Track 

3. Seaboard Coast -Line Railroad R-71, Sub 33 9-7-73 
co■pany - Graingers, Korth 
Carolina - Order Granting 
Application 

ll. Southern Railway co■pany R-29, Sub 196 7-23-73 
!otion to Re■o•e Station 
Building at !ebane Allowed 

5. Southern Railway Co■pany R-29, Sub 197 3-30-73 
Addie, Korth Carolina - Order 
Granting Petition 

6. Southern Railway Co■pany R-29, Sub 198 1-31-73 
Durha■, Korth Carolina - Order 
Appro•ing Relocation of Freight 
Agency Station to Ellis Road 
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VI. TELBPBOMB 

A. Co■plaints 

1. co■plaint-Telephone - E. A. 
Friddle Ys. Central Telephone 
co■pany and southern Bell 
Telephone and Telegraph 
Co■ pany - Order Affir■ing and 
Adopting Reco■■ ended Order 
Issued 3-19-73 

2. co■plaint-Telephone - E. A. 
Friddle YS. Central Telephone 
co■pany and southern Bell 
Telephone and Telegraph 
Co■pany - Order Postponing 
EffectiYe Date of Co■aission 
Order Issued 6-19-73 

B. Radio coa■on Carriers 

P-29, Sub 85 

P-29, Sub 85 

1. Anser-Quik Enterprises, Inc. , P-110, Sub I 
Transferred fro■ Carteret Radio 
Telephone SerYice - Approved 

2. Patterson Anserphone coa■u- P-119 
nications Enterprises, Inc., 
Transferred fro■ Auserphone of 
Raleigh, Durhaa, and High Point 
Authority to Issue Stock and 
Transfer Certificate - Granted 

3. Ra-Tel Coapany - Order P-92, Sub 8 
Appro•ing Modification of 
Certificate and Extension of 
Service Area 

4. Telephone Answering Ser•ice of P-103, Sub 4 
PayetteYille, Inc. - Order 
ApproYing Purchase and 
Assignaent of Radio Coaaon 
carrier certificate P-99 

c. securities and Borrowed Ponds 

865 

6-19-73 

7-20-73 

10-24-73 

10-22-73 

10-31-73 

a-13-73 

1. Carolina Telephone & Telegraph 
co■pany - Order Granting 
Authority to Issue and Sell 
Debentures 

P-7, Sub 589 10-12- 73 

2. Central Telephone Coapany 
Order Granting Authority to 
Issue and sell First Mortgage 
and Collateral Lien Sinking 
Fund Bonds 

P-1 O, Sub 341 I 0-26-73 
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3. Concord Telephone company 
Order Granting Authority to 
Issue and Sell First Mortgage 
Bonds 

4. First Colony Telephone Company 
Authority to Herge and 
Authority to Issue Notes 

P-16, sub 120 J0-4-73 

P-28, sub J4 1-12-73 

s. B~ins Telephone Company P-26, Sub 72 11-26-73 
Authority to Borrow Funds 

6. Lexington Telephone Company P-31, Sub 94 9-11-73 
Order Granting Authority to 
Issue Co■mon Stock 

7. Mebane Home Telephone Company, P-35, Sub 58 3-6-73 
Inc. - Order Granting Authority 
to Borrow Funds and to Sell 
Stock 

8. Norfolk & Carolina Telephone & P-40, Sub 128 4-18-73 
Telegraph Company - Authority 
to Issue and Sell common Shares 

9 .. Norfolk & Carolina· Telephone P-40, Sub 129 7-J8-73 
& Telegraph Company - Authority 
to Issue and Sell sinking Fund 
Debentures 

10. North Carolina Telephone 
Company - Authority to Borrow 
Funds and Issue Note and 
Mortgage 

11- Nor'th State Telephone Company 
Authority to Issue and Sell 
Sinking Fund Notes 

J2 .. Westco Telephone company 
Authority to Sell common Stock 

F-70, Sub I 14 4-18-73 

P-42, Sub Bl B-JS-73 

P-78, Sub 28 3-J 5-73 

f3 .. western Union Telegraph company WU-93 
Authority to Issue and Sell 

3-6-73 

Unsecured Sinking Fund 
Debentures 

D .. Miscellaneous 

1 .. Central Telephone company, P- IO, Sub 339 3-6-73 
Central Telephone & Utilities 
Corporation - Order Granting 
Authority to Sell N ... c. 
Properties of Lee Telephone Co. 
to Central Telephone co. 

2. Central Telephone & Utilities P-10, Sub 3qo 1-2q-73 
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corporation and Central 
Telephone Co~pany - Order 
Approving Increase in Advances 
from Parent and Affiliated 
Corporation 

867 

3. Ellerbe Telephone Company P-21, sub 24 1-30-73 
Order Disallowing Tariff Filing 

4. Graphic Communications, Inc. P-1 f 3 2-5-73 
order Allowing Installation of 
Facsimile Equipment 

5. Heins Telephone company - Order P-26, Sub 71 I f-15-73 
Approving Application 

6. Norfolk & Carolina Telephone & P-40, Sub J27 3-2-73 
Telegraph company - Order 
Granting Authority to Declare 
Share Dividend 

7. Pineville Telephone Company P-120 10-24-73 
order Granting Certificate of 
Public convenience and 
Necessity 

8. Southern Bell Telepholie & P-55, Sub 663 8-6-73 
T~legraph company - Charlotte 
and Pineville, North Carolina 
Order Closing Docket Upon 
Completion of Appeal 
Proceedings 

9. Southern Bell Telephone & P-55, Sub 728 8-8-73 
Telegraph Company - Order 
Postponing Effective Date of 
Co11.11ission Order Dated· 6-12-73 

10. Southern Bell Telephone & 
Telegraph Company - Order 
Denying Request 

11- Southern Bell Telephone & 
Telegraph Company - Order 
Approving Tari~f on Less 
Than Statutory Notice 

P-55, Sub 729 3-1-73 

P-55, sub 731 q-13-73 

12. Western Union Telegraph Company WU-89 
Order Denying Exe■ ption 

1-q-73 

VII. WATER AND SEWER 

A. certificates Granted 

1- Bailey's Utilities, Inc. 
Order Granting Certificate and 
Approving Bates 

W-365 2-22-73 
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2. Belmont Water company, Inc. 
order Granting Certificate and 
Approving Rates 

3. Bland Construction Company, 
Inc. - Order Granting Certifi
cate and Approving Rates 

Recommended Errata Order 

4. Bondurant Development Company, 
Inc. - Order Granting Certifi
cate and Approving Rates 

5. J. c. Bumgarner - Order 
Granting Interim Temporary 
Certificate 

6. c & M Collection Agency, Inc. 
Interim Recommended order 

7. Carolina Forest Utilities, 
Inc. - Order Affirming and 
Adopting Recommended Order 

W-393 

W-3q2, Sub I 

W-3ij2, Sub I 

W-395 

W-398 

W-388 

W-361 

6-28-73 

1-25-73 

2-2-73 

B-23-73 

0-11-13 

8. Cumberland Water company W-169, Sub 12 7-2-73 
Order Granting Certificate and 
Approving Rates 

9. Ray F. Curtis and Evelyn 
Curtis - Order Granting 
Certificate and Approval of 
Rates 

W-368 

10. Dillard Grading Company (Forest W-340, Sub I 
Bills Water Development co.) 
Order Granting Franchise and 
Approving Rates 

I 1- Dillard Grading Company W-340, Sub 2 
Interim Order Granting 
Operating ~uthority 

12. Essential Utilities, Inc. W-297, Sub 2 
Order Granting Franchise and 
Approving Rates 

13. Fleetwood Falls, Inc. - Order 
Granting Franchise and 
Approving Rates 

14 •. Fortis Enterprises, Inc. 
Order Granting Certificate and 
Approving Rates 

W-380 

W-358 

5-11-73 

3-13-73 

3-13-73 

I 0-9-73 

6-1-73 

1-25-73 
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1s. General Homes corporation 
Order Granting Certificate and 
Approving Rates 

16- Goose Creek Utility Company 
Order Granting certificate 
and Approving Rates 

f7. Gail-Rand Realty and Home 
Building company - Order 
Granting certificate and 
Approving Rates 

10. e & B Water Service - Order 
Granting certificate and 
Approving Rates 

W-369 

W-391 

W-89, Sub 8 

19- Heater Utilities, Inc. W-274, sub 8 
Recommended order Granting 
Franchise and Approving Rates 

20. Heater Utilities, Inc. W-274, Sub 9 
Recoamended Order Granting 
Certificate and Approving Rates 

21. Holiday Island Property Owners W-386 
AssOciation - Recom■ended Order 
Granting Franchise and 
Approving Rates 

22. Hound Ears Lodge and Club, w-397 
Inc. - order Granting Temporary 
Authority to Operate and 
Approving Rates 

23. Hydraulics, Ltd. - order W-2) 8, Sub 8 
Granting certificate and 
Approving Rates 

2ll. Investment Land Sales, Inc. W-302, Sub I 
order Granting Certificate and 
Establishing Rates 

25. Lake Sagamore water company, ii'-376 
Inc. - Order Granting Certifi-
cate and Approving Rates 

26. Lea_ Rater Company - order W-377 
Granting Franchise and 
Approving Rates 

27. Ban gum construction company W-375 
order Granting Certificate 
and Approving Rates 

28. B. n. Batthis - order Granting W-383 
Certificate and Approving Rates 

869 

2-5-73 

6-6-73 

6-19-73 

2-22-73 

2-13-73 

3-19-73 

9-27-73 

I 1-5-73 

5-25-73 

5-7-73 

7-5-73 

3-21-73 

8-23-73 
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29. ftontclair Water Company - Order W-173, Sub 8 
Granting Certificate and 
Approving Bates. 

30. c. J. Hoss - Order Granting 
Interim Temporary certificate 

1-2q-73 

10-10-73 

31. 0/A Utility, Inc. - Order 
Granting Franchise and 
Approving Rates 

W-392 6-26-73 

32. Piedmont Construction and Water 
Company, Inc. - Order Granting 
Franchise and Approving Bates 

33. Pioneer Homes, Incorporated 
Recommended Order Granting 
certificate and Approving Bates 

W-262, Sub 10 6-11-73 
W-262, Sub 11 

W-317, Sub 2-22-73 

34. Robin Lake water system - Order W-370 
Granting Certificate and 

2-20-73 

Approving Rates 

35. Fred D. Rozzelle - Order 
Granting Franchise and 
Approving Rates 

36. Suburban Industries, Inc. 
order Granting Franchise 
and Approving Rates 

37. Suburban water Company - order 
Granting certificate and 
Approving Rates 

38. Surry Water Company, Inc. 
Order Granting Certificate 
and Approving Rates 

39. Surry Water coapany, Inc. 
Order Granting Certificate 
and Approving Rates 

40. William J. Timberlake 
Recommended Order Granting 
Franchise and Approving Rates 

41• Transylvania Utility Company 
Order Granting Temporary 
Operating Authority, Approving 
Initial Issue of stock, ~nd 
Rates 

qz. Tull's Bay utility Corporation 
Order Granting Certificate and 
Approving Rates 

W-202, Sub q 

W-381 

ff-39ij 

w-31q, sub 7 

w-31q, sub a 
W-31q, Sub 9 

W-290, Sub 5 
W-290, Sub 6 

W-378 
W-378, Sub I 

W-367 

9-21-73 

6-18-73 

2-1-73 

2-1-73 

2-13-73 

10-31-73 

2-23-73 
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43. Jack A. Underdovn Property 
ftanagement, Inc. - Order 
Granting certificate and 
Approving Rates 

44. Urban water Company, Inc. 
Order Granting Franchise 
and Approving Bates 

45. Willow Creek Builders, Inc. 
order Granting Franchise 
and Approving Rates 

B. Rates and Revised Tariffs 

1- Atlantic Beach Sales and 
service - Order Establishing 
Rates 

2. Beatties Ford Utilities, Inc. 
Derita Woods Utilities, Inc. 
Idlevild Utilities, Inc. 
Sharon Utilities, Inc. 
Springfield Utilities, Inc. 
Providence Utilities, Inc. 
Order OYerruling Exceptions and 
Affirming Recommended Order 

W-366 

W-256, Sub 5 

W-387 

W-75, Sub 3 

W-192, sub 2 
W-191, Sob 2 
W-167, Sob I 
W-193, Sob I 
W-19q, sub 2 
W-181, Sob 3 

3. Brookhaven, Inc. - order W-119, Sub Q 

Approving Rates 

4. Carolina Pines Construction R-341, Sub 
Company - Order Approving Rates 

s. R. E. Graham - Order Granting W-18Q, Sub 
Rate Increase 

871 

2-22-73 

6-1-73 

I 0-23-73 

8-29-73 

6-29-73 

9-17-73 

9-20-73 

I 1-B-73 

6. H & H Water Service - Order W-89, Sub 9 2-20-73 
Approving Revised Tariff 

7. Charles C. Neill - Order R-270, Sub I 2;-5-73 
Approving Metered Rates and 
Reguiring Water neters 

a. Piedmont construction and Water W-262, sub 12 10-1-73 
company, Inc. - Order Approving 
Increased Rates 

9. Regalvood Water company - order W-187, Sub 2 2-19-73 
Approving Revised Tariff 

10. Ridgecrest Baptist Assembly W-71,. sub 2 2-20-73 
Order Approving Revised Tariff 

I I• Jack A. Underdown Property 
Management, Inc. - Order 
Approving Revised Rates 

W-366, Sub I 6-1-73 
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c. Transfers 

I• Devonshire !anor Utilities w-212, Sub 2 
Co■pany, Inc. - Order Granting 
Authority to Transfer 
Ownership 

2. East Central Water, Inc., fro■ W-351, Sub I 
w. H. Beard - Order Approving 
Transfer, Cancelling Franchise, 
and Requiring Notice 

3. Genoa Water syste ■ fro■ W-321, Sub I 
Centennial water Co■pany, Inc. 
Order Approving Transfer of 
Franchise and Rates 

12-4-73 

4-10-73 

10-15-73 

4. Beater Utilities, Inc., fro■ 
Hoke E. Bullock - Order 
Granting Franchise and 
Approving Rates 

V-274, Sub II 7-25-73 

5. Hensley Enterprises, Inc., 
fro■ H & H Water Service 
Order Granting Approval of 
Transfer 

6. ~e■per Corporation fro■ 
Hanover services, Inc. 
Order Approving Transfer of 
stock 

W-89, Sub I 0 

W-323, Sub I 

D. Transfers to the City of Charlotte 

1. Ed Griffin Land co■pany 
Approved 

2. !ecklenburg Engineers and 
Contractors, Inc. - Approved 

3. SBS Utility co■pany - Approved 

4. Sharon Utilities, Inc. 
Approved 

E. !iscellaneous 

I• Beech !onntain Utility Co■pany 
to Carolina Caribbean Utility 
Co■pany - Order Approving 
Change in corporation Na■e 

2. R. D. Jackson - Order 
Cancelling Certificate 

v-266, sub 

W-138, Sub 8 

W-265, Sub 

W-193, Sub 2 

W-300, Sub 2 

W-26, Sub 3 

10-9-73 

10-25-73 

3-7-73 

7-9-73 

1-10-73 

2-20-73 

1-10-73 

4-2-73 
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3. Page-Boling-Jessup, Inc. 
Order Allowing !otion to 
Withdraw Application 

4. Ridgecrest Baptist Asse■bly to 
Ridgecrest Baptist Conference 
center - Order Authorizing 
Change in lla■e 

5. F. C. Saith Water Syste■ 
Order Authorizing Abandon■ent 

6. Water Co■pany, Inc. - Order 
Requiring Continued Service 

W-374 

W-71, Sub 3 

11-33, Sub 2 

w-10, Sub 5 

873 
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3-14-73 
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