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GENERAL |

DOCKET NO. M-|00, SUB 52
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Emergency Fuel Surcharge for Trans-) ORDER ALLOWING EMER-
portation of Passengers and Preight) GENCY FUEL SURCHARGE
by Motor Carrier ) FOR MOTOR CARRIERS

BY THE COMMISSION. This proceeding 1is before the
Comaission upon the consideration of an emergency arising
from the rapid increase in fuel costs of motor carriers, and
upon th2 request of the Chairman of the Interstate Commerce
Commission that State Commissions consider a 6% emergency
fuel surcharge for intrastate transportation to match the 6%

emergency fuel surcharge authorized by the Interstate
Commerce Commission on FPebruary 7, |974, for interstate
transportation. The Commission has pending before it

applications for intrastate rate increases fronm motor
carriers of specified commodities with exhibits showing
average increases of 32% in fuel costs from MNay (5, 1973,
through January |5, [|974, from 3|¢Z per gallon to U|¢ per
gallon, being in excess of |0¢ per gallon for motor carrier
fuel. Upon notice being taken by the Commission of the
urgent need for allowances for such cost increases in order
to provide continued intrastate motor carrier service to the
public of North Carolina, and in order to alleviate the
emergency financial conditions resulting from such sudden
fuel cost increases and to forestall curtailments of
trucking and bus service or interruptions in such service,
and upon consideration of the emergency fuel surcharge
adopted by the Interstate Commerce Commission on Pebruary 7,
1974, for line haul transportation charges and other charges
of interstate motor common carriers, authorizing a surcharge
not to exceed A% on interstate passenger fares and
interstate freight charges to aeet emergency situations
arising from drastic and sudden increases in the fuel
expenses of motor carriers, and based upon such increased
fuel costs, the Commission makes the following

FINDINGS OF FACT

| That the exhipnits on file with the Utilities
Commission in pendiing motor carrier rate cases show an
average increase of fuel costs of |0¢ per gallon, being an
increase from 3|¢ to 4|¢g since May |5, 1973, and that such
increase of approximat2ly 32% in the cost of fuel requires
an increase of approximately 6% in operating revenues to
accomplish a pass-through on a dollar-for-dollar basis for
the increase in fuel costs in the transportation charges.

2. That some intrastate transportation in North Carolina
is performed by owner-operators or independent truckers
under lease to common carriers and contract carriers hauling
on regulated freight charges, and the emergency fuel
surcharge authorized herein should be authorized solely on
the condition that the proceeds of the emergency fuel
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surcharge will go to the person paying for the fuel used in
each transportation charge, and in cases where a regulated
motor carrier has used a leased operator to transport any
shipment subject to this surcharge, the surcharge shall be
passed through to the leased operator performing the highway
transportation.

3. That the 1Interstate Commerce Commission on February
7, 1974, authorized an emergency fuel surcharge for 1line
haul transportation of passenger and freight motor common
carriers not to exceed 6%, based upon increases in fuel
expenses throughout the nation which have increased motor
carrier costs by amounts requiring an approximate increase
of 6% 1in operating revenues, and that there is an urgent
need for immediate relief in order that such carriers may
recoup such averag2 increased costs forthwith.

4. That the authorization of such emergency fuel
surcharge for interstate carriers operating in North
Carolina reflects similar emergency conditions for
intrastate +transportation in North Carolina, and if

authorization for corresponding emergency fuel surcharge for
intrastate traffic is not authorized that intrastate traffic
vill suffer from the lack of such emergency fuel surcharge
and will be placed in Jjeopardy of interruptions and
curtailments of service for failure to meet such operation
costs of such intrastate service.

CONCLUSIONS

The Commission concludes that an emergency exists in
intrastata transportation by motor common and contract
carriers of passengers and freight and exempt for-hire
carriers due to the sudden increase in the cost of motor

fuel since May |5, 1973, and reyuires an emergency fuel
surcharge not to =2xceed 6% to <cover said increased fuel
expenses. Motor transportation is a vital necessity to the

economy of North Carolina, and the present fuel emergency
requires that emergency measures be taken to insure the
continued availability of intrastate motor transportation
and to forestall curtailments or stoppages of intrastate
service due to inawility of motor «carriers to continue
operation under such fuel expense increases without
corresponiing pass-through of said expense to the freight
charges. The fuel expenses apply to both common carriers of
freight and common carriers of passengers. Intercity common
carriers of passengers can place a surcharge on passenger
tickets in the same fashion that motor carriers of freight
can place a surcharqge on freight bills. The Commission will
consider any feasible method of allowing the emergency fuel
surcharge +to be applied by intracity passenger carriers and
will leave this proceeding open to consider the method of
applying such surcharge so that the riding public will not
be inconvenienced by a surcharge of carriers requiring exact
change when the change for the riding passenger would not be
available.
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The Commission has considered applications now pending
before the Commission for increases in freight charges on
specified commodities, said increases heinqg sought, in part,
based upon fuel cost increases, and the Commission is
suspending said increases for investigation and will
consider the effect of the emergency fuel surcharge
authorized herein in consideration of said investigations of
general freight increases.

IT IS, THEREFORE, ORDFERED AS FOLLOWS:

l. All motor common carriers of passengers and freight,
or their authorized publishing agents that have tariffs or
schedules on file with this Commission, are hereby
authorized to fils on |-day's notice an increase in

passenger fares and in freight charges for 1line haul
transportation and charges for other services which consume
fuel, such as pickup and delivery, not to exceed 6%, by
means of a percentage surcharge, except as otherwise
authorized by this Commission.

2. The Commission shall analyze the impact of fuel
expenses on a month-to-month basis to determine whether
there 1is Jjustification for increasing or reducing the
surcharge authorized by this Order. Such analyses will be
based on monthly reports to be filed by specified carriers
consisting of the necaessary data as required by the
Utilities Commission to properly determine that portion of
fuel cost 1increases applicable to each carrier's North
Carolina intrastate operations and the North Carolina
intrastate reverues derived fronm the emergency fuel
surcharge; if conlitions warrant, this Order will be amended
accordingly. If the data is not furnished, the surcharge
will not be continued.

3. The surcharge filed under the authority of this
permission may take the form of a master tariff increase, or
as a supplement to the affected tariffs or schedules.

4. If any motor carrisr charging the freight charges or
passenger fares subject to this emergency fuel surcharge
utilizes the servics=s of any lease-operator, owner-operator,
or independent trucker, who is responsibtle for the fuel
2xpenses of the transportation involved, the said ccmmon
carrier collecting the freight charges shall remit the
emergency fuel surcharge to the operator of the vehicle
paying the fuel costs, in addition to other remuneration due
to said lease-operator, owner-op2rator, or independent
trucker, and the tariff publication containing the surcharge
shall contain one of the following certifications, as may be
applicable:

"This is to certify that <ach carrier party to this
publication has been notified that:

North Carolina Utiliti>s Commission Order in Docket
No. #-100, Sub 52, dated Pebruary , 1974, requires
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that the person actually responsible, by contract

or otherwvise, for the payment of fuel charges is to
receive the full increase in revenue derived from
surcharges published thereunder, and that a carrier's
participation in a publication filed thereunder con-
stitut2s an undertaking to comply with that requirement.

or

"This is to certify that the person actually responsible,
by contract or otherwise, for the payment of fuel
charges will receive the full increase in freight
revenue to be derived from the proposed surcharge.”

S. Contract carriers of passengers or freight are hereby
authorized to file amended contracts on |[-day's notice
modifying the freight <charges or passenger fares of said
contracts to reflect the emergency fuel surcharge of 6%
authorized herein.

6. Fxempt motor carriers operating under Exemption
Certificates in for-hire service are hereby authorized to
increase charges for such service by the amount of the
emergency fuel surcharge of 6% authorized herein.

7. This docket shall remain open for further
consideration of the emergency fuel surcharge. All
outstanding Orders of the Commission are hereby modified to
the extent to permit the filing of the emergency fuel
surcharge herein.

8. Notice of this emergency fuel surcharge shall be
given to the general public by issuance of a general release
of this Order to the public and by forwarding a copy thereof
to all media covering releases from this Commission, and a
copy to all authorized tariff publishing agents on file with
the Commission.

ISSUED BY ORDER OF THE COMMISSION.
This |3th day of February, |974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. M-]00, SOB 52
BEFORE THE NORTH CAROLINA UTILITIES COKMISSION

In the Hatter of
Emergency Fuel Surcharge for Transportation) ORDER IMPLE-
of Passengers and Freight by Motor Carrier )MENTING COMHON
) CARRIER MONTHLY
) FOEL USE REPORT
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BY THE COMMISSION. On Pebruary |3, |974, the Commission
issued an Order granting a 6% emergency fuel surcharge to
all for hire motor carriers of passengers and property
operating in North Carolina. This order arose out of the
emergency fuel situation confronting for hire motor carriers
operating throughout the Onited States. This Commission had
received a requast from the Chairman of the Interstate
Commerce Commission that the State Commissions consider a 6%
emergency fuel surcharge for intrastate transportation to
meet the 6% emergancy fuel surcharge authorized by the
Interstate Commerce Commission on February 7, (974, for
interstate transportation.

In its Order of February (3, (974, the Commission said:

"The Commission shall analyze the impact of fuel expense
on a month-to-month basis to determine whether there is
justification for increasing or reducing the surcharge
authorized by this Order. Such analyses will be based
on monthly reports to be filed by specified carriers
consisting of the necessary data as required by the
Utilities Commission to properly determine that portion
of fuel cost increases applicable to each carrier's
North Carolina intrastate operations and the North Caro-
lina intrastate reverues derived from the emergency fuel
surcharge; if conditions wvarrant, this oOrder will be
amended accordingly. TIf the data is not furnished, the
surcharge will not be continued.”

The Commission is of the opinion that the directive
contained in its order should be implemented effective with
the April |974 accounting period. To further this end, the
Commission Staff has prepared a Monthly Fuel Use Report for
property and passenger carriers, attached hereto as Exhibits
A and B, respectively, for use by selected carriers. The
Commission is requiring this Monthly Fuel OUse Report so that
it can monitor the fu2l surcharge revenue impact on the
participating carriers and determine the adequacy of the 6%
fuel surcharge.

The Commission's Accounting Staff will assist the
participating carriers with any problems that may arise from
the use of the ¥onthly Fuel Use Reports.

IT IS, THEREFORE, ORDERED, as follows:

(1) That the #onthly Fuel Use Report for property and for
passenger carriers, attach2d hereto as Exhibits A and B,
respectively, shall be used by the «carriers listed in
ordering Paragraphs 2 and 3 in reporting the wmonthly data

requested therein. Each item, when applicable, must be
completed by e2ach carrier from 1its official, permanent,
operating records. Each participating carrier shall be

required to file the Monthly Puel Use Report on or before
the last day of each subsequent month.



6 GENERAL ORDERS

(2) That the following property carriers shall be
required to submit the Monthly Fuel Use Report for Property
Carriers (Exhibit A) in compliance with this Order:

Burris Express, Inc.

Burton Lines, Inc.

Carolina Delivery Service Company, Inc.
Eastern 0Oil Transport, Inc.

Epes Transport System, Inc.

Estes Express Lines

Forbes Transfer Company, Inc.
Fredrickson Motor Express Corporation
Harper Trucking Company

Kenan Transport Company, Inc.

Morgan Drive-Away, Inc.

National Trailer Convoy, Inc.

Overnite Transportation Company
Standard Trucking Company

Southern 0il Transportation Company, Inc.
Thurston Motor Lines, Inc.

Widenhouse, A. C., Inc.

(3) That the following passenger carriers shall be
required to submit the Monthly Fuel Use Report for Passenger
Carriers (Exhibit B) in compliance with this Order:

Carolina Coach Company
Continental Southeastern Lines, Inc.
Greyhound Lines, Inc.
Seashore Transportation Company
(4) That this oOrder shall become effective for the above-
listed carriers at the beginning of the April 1974
accounting period.
ISSUED BY ORDER OF TRE COMMISSION.
This the |9th day of March, |974.

NORTH CAROLINA OTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)
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DOCKET NO. M-|00, SUB 52
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Emergency Fuel Surcharge for ) ORDER REDUCING EMERGENCY
Transportation of Passenger and) FUEL SURCHARGE FOR MOTOR
Freight by Motor Carrier ) CARRIERS

BY THE COMMISSION. This proceeding came before the
Commission upon consideration of an emergency caused by the
rapidly increasing fuel costs of motor carriers and upon the
request of the Chairman of the Interstate Commerce
Commission that State Commissions consider a 6 percent
emergency fuel surcharge for intrastate transportation to
match the 6 percent emergency fuel surcharge authorized b
the Interstate Commerce Coammission on FPebruary 7, [974, for
interstate transportation. By oOrder dated February |3,
| 974, the Commission granted a 6 percent emergency fuel
surcharge to all for hire motor carriers of passengers and
property operating in North cCarolina; said oOrder also
provided that the Commission should analyze the impact of
fuel expenses on a month to month basis to determine whether
there existed Jjustification for increasing or reducing the
surcharge. By Order dated March |9, |974, the Comaission
directed selected carriers to file with the Coamission
Monthly Fuel Use Reports so that the Commission could
monitor the impact of the fuel surcharge revenue upon the
participating carriers and determine the adequacy of the 6
percent fuel charge. Opon notice being taken by the
Commission of the stabilized cost of fuel, recent action by
the Interstate Commerce Commission, and the Monthly Fuel Use
Reports filed with the Commission, the Commission makes the
following

FINDINGS OF FACT

l. That the emergency fuel surcharge authorized by the
Comnission in its oOrder of FPebruary |3, (974, being a
response to rapidly increasing fuel costs caused by acute
energy shortages, 1is interim in nature and subject to
continual scrutiny and revision by the Commission.

2. That, although the price of fuel has stabilized, the
Monthly Fuel Use Reports filed with the Commission pursuant
to its March |9, 1974, oOrder indicate that, for the
participating carriers' system and North Carolina intrastate
operations, the 6 percent fuel surcharge has consistently
generated revenues in excess of increased fuel expenses, and
that a reduction of the surcharge from 6 percent to 4
percent will eliminate this excess.

3. That by oOrder issued July |0, |974, in Ex Parte MC-
92, the Interstate Commerce Comamission, noting that the
price of fuel had stabilized and that the revenues generated
by the 6 percent fuel surcharge it had authorized on
February 7, 1974, 1in Special Permission 74-2525 were
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excessive, cancelled said 6 percent surcharge and instructed
motor carriers to incorporate increased fuel expenses into
their applications for general rate increases.

4. That although the price of fuel has stabilized, the
price remains at a sufficiently elevated 1level to warrant
continuation of relief to North Carolina Motor Carriers in
the form of a fuel surcharge through June 30, |975.

CONCLUSIONS

The Commission concludes that while the increased cost of
fuel warrants a continuation of the fuel surcharge, the
amount of the surcharge should be reduced from 6 percent to
4 percent and the surcharge itself should be terminated on
June 30, |975S.

IT IS, THEREFORE, ORDERED AS FOLLOWS:

fa That effective Deceaber |, |974, the emergency fuel
surcharge authorized by the Commission Order of February 13,
1974, shall be reduced to an amount not to exceed four (4%)
percent.

2. That the emergency fuel surcharge shall terminate on
June 30, |975.

3. That with the exception of the aforesaid reduction of
the emergency fuel surcharge maximum from six (6%) percent
to four (4%) percent, the provisions of the Commission's
FPebruary |3, |974, Oorder shall remain in full effect.

4. That all motor carriers currently participating in
any tariff schedule on file with this Commission containing
the emergency fuel surcharge shall make an appropriate
tariff filing reducing said surcharge to an amount not to
exceed four (4%) percent effective December |, 1974.

S. This order shall in no way alter the filing
requirements set forth in the Commission's Order of March

19, 1974, the provisions of which shall remain in full
effect.

6. That Monthly Fuel Use Reports covering operations
after June 30, |975, shall not be required to be filed with
the Commission.

ISSUED BY ORDER OF THE COMMISSION.

This |3th day of November, |974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)
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DOCKET NO. ¥-100, SUB 54
BEFORE THE NORTH CAROLINA UTILITIES COMBISSION

In the Matter of
Revision of Rule R2-76 (b), (f) and

)
Rule R2-83 (q), (p) (2) of the Motor ) ORDER
Carrier Rules and Regqulations of the )
North Carolina Utilities Commission. )
BY THE COMMISSION: The North Carolina Utilities

Commission, acting under the power and authority delegated
to it by law for the promulgation of rules and regulations
for the enforcement of the Public Otilities Act, is of the
opinion that the proposed revision in Rule R2-76 (b), (f)
and Rule R2-83 (g), (p) (2) is in the Gpublic interest and
should be approved.

IT IS, THEREFORE, ORDERED:

(]) That paragraphs (b) and (f) of Rule R2-76 of the
Commission's Rules and Regqulations be, and the same are,
hereby amended to read as follows:

(b) Prior to operating a vehicle within the borders of
North Carolina, the motor carrier shall place one of
such indentification stamps on the back of the cab
card in the square bearing the name of this State in
such manner that the same cannot be removed without
defacing it. The motor carrier shall thereupon duly
complete and execute the form of certificate printed
on the front of the cab card so as to identify itself
and such vehicle, or driveaway operation gnd, in the
case of a vehicle leased by the motor carrier such
expiration date shall not exceed the ezpiration date
of the lease. The appropriate expiration date shall
be entered in the space provided below the
certificate. Such expiration date shall be within a
period of fifteen wmonths from the date of any
identification stamp or number placed on the back
thereof.

(f) A motor carrier permanently discontinuing the use of
a vehicle, for which a cab card has been prepared,
shall nullify the cab card at the time of such
discontinuance: Provided, however, that 1if such
discontinuance results from destruction, 1loss or
transfer of ownership of a vehicle owned by such
carrier, or results from destruction or loss of a
vehicle operated by such carrier under a lease of

thirty consecutive days or more and such carrier
provides a newly acquired vehicle in substitution

thereof within thirty days of the date of such
discontinuance, each identification stamp and number
placed on the cab card prepared for such discontinued
vehicle, if such card is still in the possession of
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the carrier, may be transferred to the substitute
vehicle by compliance with the following procedure:

That paragraphs (g) and (p) (2) of the Commission's

Rules and Requlations be, and the same are, hereby amended
to read as follows:

9

?)

The NARUC shall issue to the motor carrier the number
of cab cards requested. A motor carrier receiving a
cab card under the provisions of this article shall
not knowingly permit the use of same by any other
person or organization. Prior to operating a
vehicle, or conducting a driveaway operation, within
the borders of the State during the ensuing year, the
motor carrier shall place one of such identification
stamps on the back of a cab card in the square
bearing the name of the State in such a manner that
the same cannot be removed without defacing it. The
motor carrier shall thereupon duly complete and
execute the form of certificate printed on the front
of the cab card so as to identify itself and such
vehicle or driveaway operation and, in the case of a
vehicle leased by the motor carrier, such expiration
date shall not exceed the expiration date of the
lease. The appropriate expiration date shall be

entered in the space provided below the certificate.
Such expiration date shall be within a period of

fifteen months from the date the cab card is executed
and shall not be later in time than the expiration
date of any identification stamp or number placed on
the back thereof.

(2) A motor «carrier permanently discontinuing the
use of a vehicle, for which a cab card has been
prepared, shall nullify the cab card at the
time of such discontinuance: Provided,
however, that if such discontinuance results
from destruction, loss or transfer of ownership
of a vehicle owned by such carrier, or results
from destruction or loss of a vehicle operated
by such carrier under lease of thirty
consecutive days! duration or wmore, and such
carrier provides a newly acquired vehicle in
substitution therefore within thirty days of
the date of such discontinuance, each
identification stamp and number placed on the
cab card prepared for such discontinued
vehicle, if such <card is still in the
possession of the carrier, may be transferred
to the substitute vehicle by compliance with
the following procedure:
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(3) That this Order be made effective as of April
16, |974.

BY ORDER OF THIS COMMISSION.
This the |6th day of April, [|974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. #-|00, SUB 55
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Revision of Rule R2-48 of the Commission's )
Motor Carriers Requlations to Revise the ) ORDER AMENDING
Classification of Motor Carriers of ) RULE R2-48
Property to Conform with the Uniform System )

BY THE COMMISSION. The North Carolina Utilities
Commission, acting under the power and authority delegated
to it for the promulgation of rules and requlations for the
enforcement of the Public Utilities Act, and upon
consideration of 1its records and the Uniform Systems of
Accounts adopted by the Interstate Commerce Commission for
Class I, Class II, and Class III common and contract motor
carriers of property, hereby adopts amendments to its Rule
R2-48 to revise the classification of common and contract
motor carriers of property to conform with the revision of
the Uniform Systems of Accounts for Class I and Class II
common and contract motor carriers of property and the
classification of common and contract motor carriers of
property under the Uniform Systems of Accounts adopted by
the Interstate Commerce Commission.

IT IS, THEREFORE, ORDERED that Commission Rule R2-48 is
hereby amended to read as follows:

Rule R2-u48. Accounts; annual reports.---(a) The Uniform
Systems of Accounts adopted by the Interstate Commerce
Commission are hereby prescribed for use of Class I, Class
II and Class III Common and Contract Motor Carriers of
Passengers and Class I, Class II and Class III Common and
Contract Motor Carriers of Preight, who operate under the
jurisdiction of this Commission pursuant to the Public
Utilities Act or through the Commission's authority to fix
rates and charges. (G.S. 62-260, subsection (b).)

(b) Por purposes of the accounting regulations
common and contract carriers of passengers subject to the
North Carolina Utilities Commission's jurisdiction are
grouped into the following three classes:
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Class I. Carriers having average gross operating
revenues (including interstate and/or
intrastate) of $1,000,000 or over

annually, from motor carrier operations.

Class II. Carriers having average dross operating
revenues (including interstate and/or
interstate) of $200,000 or over but under
$1,000,000 annually, from motor carrier
operations.

Class III. Carriers having average gross operating
revenues (including interstate and/or
intrastate) of less than $200,000
annually, from motor carrier operations.

(c) For purposes of the accounting regqulations
common and contract carriers of property subject to the
North Carolina UWtilities Commission's Jjurisdiction are
grouped into the following three classes:

Class I. Carriers having average gross operating
revenues (including interstate and/or
intrastate) of $3,000,000 or over

annually, from motor carrier operations.

Class II. Carriers having average gross operating
revenues (including interstate and/or
intrastate) of $500,000 or over but under
$3,000,000 annually, from motor carrier
operations.

Class III. Carriers having average gross operating
revenues (including interstate and/or
intrastate) of less than $500,000
annually, from motor carrier operations.

(d) The class to which any carrier belongs shall be
determined by the average of its annual gross operating
revenues derived from motor «carrier operations for the
three calendar years immediately preceding the then
current year.

(e) Each carrier shall keeg its books on the basis
of either (|) an accounting year of |2 months ending on
the thirty-first day of December in each year or (2) an
accounting year of thirteen 4-week periods ending at the
close of one of the last 7 days of each calendar year.

(f) For the purposes of rendering an annual report,
common and contract carriers shall secure froa the
Commission the proper form and make and file with the
Commission an annual report as soon after the close of the
calendar year as possible, bLut in no event later than
April 30th of the succeeding year.
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ISSUED BY ORDER OF THE COMMISSION.
This 24th day of May, |974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. M-}00, SUB 56
BEFORE THE NORTH CAROLINA OUTILITIES COMMISSION

In the Matter of
Increasing the Required ) ORDER INCREASING REQUIRED
Number of Copies of Filings.) NUMBER OF COPIES OF FILINGS

BY THE COMMISSION. The Commission Staff has increased in
size and in 1its scope of inquiry. It 1is, therefore,
necessary to increase the required number of copies of
filings for all rules to an original plus seventeen (|7)
copies, with the following exceptions:

Exception |. For filings by Class A & B electric and
telephone utilities under Rules R|-5, RI-
7, RI-15, R|-17, R|-24, R8-42, or R8-u43,
an original plus twenty-five (25) copies
shall be provided to the Commission.

Exception 2. For filings by water and sewer utilities,
an original plus five (5) copies shall be
provided to the Commission.

Exception 3. For filings of applications by motor
carriers under Rule R2-8 (a) (I) and (b)
(1), an original and five (5) copies shall
be provided to the Commission.

IT IS, THEREPORE, ORDERED:

|. That Rule RI-5 (g) shall be, and the same hereby is,
changed to read in its entirety the following:

R|-5(g) Copies Required - The original plus seventeen
copies of all pleadings shall te filed with the
Commission, and shall include a certificate that a copy
thereof has been mailed or delivered to each party of
record in the cause or to counsel of record. If the nanmes
and addresses of such parties are not known, the
certificate should so state, and five (5) additional
copies, unless a greater number 1is requested, shall be
filed with the Commission for the use of other parties and
their counsel, (provided that in the case of applications
for authority of motor carriers of property an original
and five (5) copizs shall be required) with the following
exceptions:
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Exception |. For filings by Class A & B electric and
telephone utilities under Rules R|-7, R|-
{5, RI-|7, R|-24, R8-42, or R8-43, an
original plus twenty-five (25) copies
shall be provided to the Commission.

Exception 2. Por filings by water or sewer utilities,
an original plus five (5) copies shall be
provided to the Commission.

Exception 3. For filings of applications by amotor
carriers under Rule R2-8 (a) (f§) and (b)
(1), an original and five (5) copies shall
be provided to the Commission.

NOTE: A photocopy which has been signed after copying
shall be considered an original.

2. That Rule R|-7(c) shall be, and the same hereby is,
changed to read in its entirety the following:

R|-7(c) Copies; Notice to Parties. - Subject to the
provisions of Rule R|-2| (c) every motion made in a pending
proceeding other than those made before the Commission or
an Examiner at the time of the hearing, shall be filed
with the Commission, with original plus the number of
copies specified in Rule R|-5(g), and shall certify that a
copy thereof has been mailed or delivered to each party of
record in the cause, or to the attorney of record of each
such party.

3. That Rule R|-]|5(3) shall be, and the same hereby is,
changed to read in its entirety the following:

RI-15(3) Reply. - Within twenty (20) days after service of
the Commission's Order suspending said schedule, the party
filing such schedule may file with the Comaission a reply
[original plus the number of copies specified in Rule RI-
5(q9) 1, under oath, of the particular reasons, or
conditions or relied upon to warrant the Comamission in
vacating said suspension order.

4. That Rule R|-24(f) (3) and RI-24(g) (3) shall be, and
the same hereby are, changed to read in their entirety the
following:

R1-24 (f) (3) Copies. - Not less than an original plus
twenty-five (25) copies of each exhibit shall be provided
for the use of the Commission, with an extra copy for each
party to the proceeding, unless the Coamission shall
require a larger number in the particular case.

R|I-24(qg) (3) Copies Required. - An original plus
twenty-five complete copies of the testimony of each
expert witness, as required by this rule, shall be filed
with the Comaission for its use.
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S. That Rule R|-34 shall be, and the same hereby is,
changed to read in its entirety the following:

R|-34 Exceptions to Number of copies to be filed. -
In any case where the provisions of this chapter require
the filing of a specific number of copies of any document
and it appears that there is no reasonable or substantial
need for said specific number of copies of documents under
the procedures to be observed in the proceeding in which
the document is to be filed, or where it is not feasible
for other reasons to provide the specific number of
copies, upon request of the party filing the document or
on its own motion, the Commission may authorize a 1lesser
number of copies by notifying the parties in writing of
the number of copies to be filed. (NCUC Docket No. M-|00,
Sub 23, 8-18-69).

6. That Rules R|-|](b) and R2-|| (d) shall be, and the
same hereby are, changed to read 1in their entirety the
following:

R|-11(b) Time for PFiling. - Protests, as herein
provided, must be filed with the Commission (original and
seventeen copies) not less than ten (|0) days prior to the
date fixed for the hearing; provided, the notice of hearing
may fix the +time for filing protests, in which case such
notice shall govern. All protests shall be signed and
verified as provided in Rule R{-5, and shall certify that a
copy thereof has been delivered or mailed to the applicant
or to applicant's attorney, if any.

R2-|| (d) The original and seventeen complete copies of
the protest must be mailed or delivered to the Commission
within the time fixed for filing protests, and it must
appear in the verification or in some statement attached
to the protest that a copy thereof has been mailed or
delivered to the applicant and a copy to his attorney, if
any, appearing in the notice of hearing.

7. That Rule R2-8(a) (I) and R2-8(b) (I) shall be, and
the same hereby are, changed to read in their entirety the
following:

R2-8(a) (1) Application for authority to operate
either as a common carrier or as a contract carrier nmust
be made on forms furnished by the Commission, and all the
required exhibits must be attached to and made a part of
the application. The original and five complete copies of
the application, including exhibits, must be filed with
the Commission. The original and the copies shall be
fastened separately. A filing fee of $25.00 aust
accompany the application before it is considered as being
filed.

R2-8(b) (1) Application for approval of sale, lease,
or other transfer of operating authority shall be
typewritten, shall be filed with the Commission by
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providing an original and five copies, and shall be
accompanied by a filing fee of $25.00. Such applications
may necessarily differ according to the nature of the
transaction involved, but must include the following:

a. The names and addresses of all parties to the
transaction.
b. A full and complete explanation of the nature

of the transaction and its purpose.
ISSUED BY ORDER OF THE COMMISSION.
This the 24th day of May, |974.

NORTH CAROLINA UTILITIES COMMISSION
Ratherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. H-]00, SOB 57
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Revision of Rule R2-36, Paragraph (a) ) ORDER
Thereof, of the Commission's Motor Carrier ) AMBENDING
Regulations to Revise the Liability Insur- ) ROLE R2-36,
ance Requirements for the Protection of the ) PARAGRAPH
Public. ) (a) THEREOF

BY THE COMMISSION: Notice is hereby given that the North
Carolina Otilities Commission, acting under the power and
authority delegated to it for the promulgation of rules and
regulations for the enforcement of the Public Utilities Act,
upon consideration of the ratification on April 8, |974, of
the North Carolina House Bill No. {803, Chapter [206, Lavs
1974, requiring motor carriers licensed in North Carolina to
maintain minimum limits of 1liability insurance of fifty
thousand dollars (3$50,000)/one hundred thousand dollars
($100,000)/ fifty thousand dollars ($50,000), with said
House Bill No. |803 being as follows:

"Section |. G.S. 62-268 is hereby amended by adding
thereto the following:

The Commission shall require that every motor carrier for
vhich a certificate, permit, or license is required by
the provision of this Chapter, shall maintain

liability insurance or satisfactory surety of at least
fifty thousand dollars ($50,000) because of bodily injury
to or death of one person in any one accident, and sub-
ject to said limit for one person, one hundred thousand
dollars ($|00,000) because of bodily injury to or death
of two or more persons in any one accident, and fifty
thousand dollars ($50,000) because of injury to or
destruction of property of others in any one accident;
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and the Commission may require any greater amount of
insurance as may be necessary for the protection of the
public.

Section 2. This act shall become effective on January
e 1975."

the Commission finds and concludes that the ®"Schedule of
Limits" contained in Rule R2-36, Paragraph (a) thereof, of
the Rules and Regulations of the North Carolina Utilities
Commission, presently being as follows:
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IT IS, THEREPORE, ORDERED AS FOLLOWS:

(1) That the "Schedule of Limits" contained in Paragraph
(a) of Rule R2-36, of the Rules and Regulations of the North
Carolina Utilities Commission be, and the same is hereby,
amended to read as follows:
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(2) That a copy of this oOrder be noticed in the
Commission's Truck Calendar of Hearings; and apon Mr. B. F.
Moffitt, Chief of Tariff Bureau, Motor Carriers Traffic
Association, Inc., Agent, P. O. Box |500, Greemnsboro, North
Carolina 27402; Mr. J. T. Outlaw, Chief of Tariff Bureau,
North Carolina Motor Carriers Association, Inc., Agent, P.
0. Box 2977, Raleigh, North Carolina 27602; Mr. L. Vernon
Farriba, Chief of Tariff Bureau, Southern Motor Carriers
BRate Conference, Agent, P. O. Box 7347, Station C, Atlanta,
Georgia 30309; Mr. Francis L. Wyche, Agent, North Carolina
Movers and Warehousemen's Association, 2425 Wilson
Boulevard, Arlinqton, Virginia 2220|; and Mr. P. J.
Campbell, Chairman, National Bus Traffic Association, Inc.,
506 South Wabash Avenue, Chicago, Tllinois 60605 for and on
behalf of their member carriers.

ISSUED BY ORDER OF THE COMMISSION.
This the 2nd day of August, [974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)
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DOCKET NO. M-]00, SUB 59
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Revision of Rule R2-27 of the Commission®'s ) ORDER AMENDING
Hotor Carrier Regulations. ) RULE R2-27

BY THE COMMISSION: The North Carolina Utilities
Commission, acting under the power and authority delegated
to it for the promulgation of rules and requlations for the
enforcement of the Public Utilities Act, and upon
consideration of the need to conserve fuel and to maintain
and preserve the maximum efficiency and utilization of motor
carrier vehicles engaged in transportation operations over
the highways of this State, the Commission is of the
opinion, finds and concludes, that Rule R2-27 of the Rules
and Regulations of the North Carolina Utilities Commission,
presently being as follows:

"Rule R2-27. DUAL OPERATIONS - No motor freight common
carrier shall transport any property as a contract carrier
which said carrier is authorized to transport as a common
carrier. No such carrier authorized to operate both as a
common carrier and as a contract carrier shall transport
property as a common carrier and as a contract carrier in
the same vehicle at the same time."

should be amended to read as follows:

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

IT IS, THEREFORE, ORDERED AS FOLLOWS:

(1) That Rule R2-27 of the Rules and Regulations of the
North Carolina Utilities Commission be, and the same 1is
hereby, amended to read as follows:

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

(2) That a copy of this Order be served ugon all motor
freight carriers authorized by this Commission to operate in
a dual capacity as both a common and contract carrier in
intrastate operations within the State of North Carolina.
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ISSOED BY ORDER OF THE COMMISSION.
This the 22nd day of Noveamber, |974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)
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DOCKET NO. E-|00, SUB |7
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION
In the Matter of

Bule-making Procedure to Establish a )
Method of Adjustment for Rates Varying ) ORDER ESTABLISHING

from Schedule or for Other Billing ) ROULE
Errors )

PLACE: Commission Hearing Room, Raleigh, N. C.
DATE: March 28, |974

BEFORFE: Commissioners Hugh A. Wells, presiding,

Ben E. Roney and Tenney I. Deane, Jr.
TIME IN SESSION: 10:00 to |[|230
APPEARANCES:
Por the Commission Staff:

John R. Holm

Associate Commission Attorney
P. 0. Box 99¢

N. C. Utilities Commission
Raleigh, North Carolina

For the Intervenors:

Steve C. Griffith, Jr.

Duke Power Company

P. O. Box 2|78

Charlotte, North Carolina
For: Duka Power Company

R. C. Howison, Jr.
Joyner & Howison
Wachovia Bank Building
Raleigh, North Carolina
Por: Virginia Electric & Power Company

William O'Quinn
Carolina Power and Light Company
P. 0. Box |55]
Raleigh, North Carolina
Por: Carolina Power and Light Company

BY THE COMMISSION: By oOrder of January |4, |974, the
Commission instituted this rule-making proceeding to
consider the adoption of proposed rule R8-44 entitled
"Method of Adjustment for Rates Varying from Schedule or for
Other Billing Errors". In this Order Instituting Rule-
making Procedure, Setting Public Hearing, and Requiring
Public Notice, both affectad electric suppliers and members
of the using and consuming public were invited to file
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formal intervention and/or protest and to participate in the
public hearing. Parties which responded by filing comments
and motions for leave to intervene were Carolina Power and
Light Company, Duke Power Company, and Virginia Electric and
Power Company.

Appearing at the public hearing on March 28, |974, vere
attorneys for all three intervenors and for the Commission
Staff. Messrs. C. Curtis Griggs and J. Reed Bumgarner
presented testimony on the necessity of and proposed changes
in the rule for the Commission Staff, and Mr. Henry Cranford
presented testimony on a proposed modification in the rule
for intervenor Duke Power Company.

This Commission 1is of the opinion that the proposed Rule
BR8-44 in the form in which it appears attached hereto as
Appendix "A", is a just and reasonable guideline for billing
error adjustments and will ensure uniform treatment for all
consumers throughout the State. Therefore, recognizing its
duty under G.S. 62-|40 to make reasonable and just rules and
requlations to prevent discrimination in the rates or
services of public utilities this Commission concludes that
Rule R8-44 should be prorulgated and made a part of the
Rules and Regqulations of the North Carolina Utilities
Commission.

IT IS, THEREFORE, ORDERED:

I8 That Rule R8-44, attached hereto as Appendix ™A™ be,
and hereby is, adopted to be promulgated as a part of the
Bules and Requlations of this Commission, effective June |,
1974,

2. That each affected electric supplier be, and hereby
is, directed to file five (5) <copies of the appropriate
tariff revisions by July i, 1974.

ISSUED BY ORDER OF THE COMMISSION.
This th=2 j0th day of May, 974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

APPENDIX "A"

Rule R8-44 -- Method of Adjustment for Rates Varying from
Schedule or for Other Billing Errors

If it is found that a utility has directly or indirectly,
by any device whatsoever, charged, demanded, collected or
received from any consumer a greater or less compensation
for any service rendered or to be rendered by such utility
than that prescribhed in the schedules of such utility
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applicable thereto then filed in the manner provided in
Article 62 of the North Carolina General Statutes; or if it
is found that any consumer has received or accepted any
service from a utility for a compensation greater or less
than that prescribed in such schedules; or if, for any
reason, billing error has resulted in a greater or lesser
charge than that incurred by the consumer for the actual
service rendered, then the method of adjustment for such
overcharge or undercharge shall be as provided by the
following:

(a) If the overcharge or undercharge is the result of a
fast or slow meter, then the method of compensation shall be
as provided in Rule R8-|5.

(b) If the utility has wilfully overcharged any consuamer,
except as provided for in (a) above, then the mwmethod of
adjustment shall be as provided in G.S. 62-(39(b).

(c) If the wutility has inadvertently overcharged a
consumer as a result of a misapplied schedule, an error in
reading the meter, a skipped meter reading, or any other
human or machine error except as provided in (a) above, the
utility shall at the customer's option credit or refund the
excess amount paid by that consumer or «credit the amount
billed as provided by the following:

(1) If the 1interval during which the consumer was
overcharged can be determined, then the utility
shall credit or refund the excess amount
charged during that entire interval provided
that the applicable statute of 1limitations
shall not be exceeded.

(2) If the interval during which the consumer vwas
overcharged cannot be determined, then the
utility shall credit or refund the excess
amount charged during the |[2-month period
preceding the date when the billing error was
discovered.

(3) If the exact usage and/or demand incurred by
that consumer during the billing periods
subject to adjustment cannot be determined,
then the refund shall be based on an
appropriate usage and/or demand.

(d) If the wutility has undercharged any consumer as the
consequence of a fraudulent or wilfully misleading action on
that consumer's part, or any such action by any person other
than the employees or agents of the company, such as
tampering with, or bypassing the meter where it is evident
that such tampering or bypassing occurred during the
residency of that <consumer, or if it is evident that a
customer has knowledge of being undercharged without
notifying the utility as such, then notwithstanding part (a)
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above, the utility shall recover the deficient amount as
provided by the following:

(e)

(1) If the interval during which the consumer was
undercharged can be determined, then the  utility
shall collect the deficient amount incurred during
that entire interval, provided that the applicable
statute of limitations is not exceeded.

(2) If the interval during which the consumer was
undercharged cannot be determined, then the utility
shall collect the deficient amount incurred during
the |2-month period preceding the date when the
billing error was discovered by the utility.

(3) If the usage and/or demand incurred by that
consumer during the billing periods subject to
ad justment cannot be determined, then the adjustment
shall be based on an appropriate estimated usage
and/or demand.

If the wutility has undercharged any consumer as the

result of a misapplied schedule, an error in reading the

meter,

a skipped meter reading, or any other human or

machine error, except as provided in (a) and (d) above, then

the

utility shall recover the deficient amount as provided

by the following:

(1) If the interval during which a consumer having
a demand of less than 50 KW was undercharged «can be
d=termined, then the utility may collect the
deficient amount incurred during that entire interval
up to a maximum period of |50 days. FPor a consumer
having a demand of 50 KW or greater, the maximunm
period shall be }2 months.

(2) If the 1interval during which a consumer was
undercharged cannot be determined, then the utility
may collect the deficient amount incurred during the
|50 day period preceding the date when the billing
error was discovered by the utility. For a consumer
having a demand of 50 KW or greater, the maximum
period shall be |2 months.

(3) If the usage and/or demand incurred by that
person during the billing periods subject to
adjustment cannot be determined, then the adjustment
shall be based on an appropriate estimated usage
and/or demand.

(4) The consumer shall be allowed to pay the
deficient amount, in equal installments added to the
regular monthly bills, over the same number of
billing periods which occurred during the 1interval
the customer was subject to pay the deficient amount.
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(f) This Rule shall not be construed as to prohibit equal
payment plans, vwherein the charge for each billing period is
the estimated total annual bill divided by the number of
billing periods prescribed by the plan, and the difference
between the actual and estimated annual bill is settled by
one payment at the end of the year. However, incorrect
billing under equal payment plans shall be subject to this
rule.

(g) This rule shall not be construed as to prohibit the
estimation of a consumer's usage for billing purposes vwhen
it 1is not feasible to read the consumer®s nmeter on a
particular occasion.
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DOCKET NO. G-|00, SUB |8
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Rulemaking Proceeding for Curtailment) NOTICE OF REDUCED
of Gas Service Due to Gas Supply ) NATORAL GAS SUPPLIES
Shortage ) PFOR |974-1975

BY TBE COMMISSION. This proceeding was instituted by the
Utilities Commission on November 6, |973, to establish Rules
for curtailment of retail natural gas customers, required by
the reduced supplies of natural gas available to natural gas
distribution companies in North Carolina from
Transcontinental Gas Pipe Line Corporation (TRANSCO).

A public hearing was held on November 20, |973, and
evidence and testimony were received from numerous parties
regarding the adverse effect of gas curtailment on the
economy and continued industrial emgloyment in North
Carolina. The hearing was recessed, pending the outcome of
proceedings before the Federal Power Commission relating to
the gas supply of Transco, with further hearings to be
conducted in September |974 to consider Rules for
curtailment of North Carolina retail gas customers during
the winter heating season |974-(975.

The North Carolina Utilities Commission has been advised
of testimony before the Federal Power Commission in PPC
Docket No. PR72-99, Transco Permanent Curtailment
Proceeding, setting forth the latest estimates of
curtailments of natural gas supply by Transco to North
Carolina natural gas distribution companies during the |974-
1975 heating season. Such estimates are based on two
curtailment plans for Transco presently under study by FPC.
One plan is a continuation of the present Transco pro rata
plan. The other is a plan based on FPC Order 467-B and is
generally known as the FPC "end use"™ plan.

Under either of these plans, the curtailments during |974-
1975 will be substantially more severe than during the years
1973-1974. All interruptible customers, and potentially
some classes of firm customers, will be curtailed in their
supply of natural gas, and North Carolina will receive
substantially reduced quantities of natural gas, the exact
amount depending upon whether FPC Plan 467-B is ordered into
effect for the |974-|975 season, or whether the present pro
rata plan will remain in effect during said season.

The anticipated reduction in supplies to North Carolina
for the next twelve (|2) months under the two plans has now
been placed in the record of the FPC proceeding as follows:

l. The present interim QL pro gata plapn. The
curtailments under this plan during |973-|974 have averaged
|4 to |6 percent less gas than the contract demand or the
historical supply from Transco to North Carolina gas
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distribution companies. It is now estimated that under the
interim or pro rata plan, the North Carolina curtailment

will be 30.9|% for [974-|975.

2. PPC 467-B plan (end-use plan). It is now estimated
that the PPC U467-B or end-use plan would result in
curtailments to North Carolina during the winter heating

season up to 40.|8%, and that all interruptible customers jin
North Carolina would be cut off from gas during the entire

150-day winter heating season from November J974 through
April }97S. In the case of some of the North Carolina
distribution companies, priority 3, 4 and S firm customers
would be curtailed.

The Commission Gas FEngineering Staff has prepared the

memorandum and schedules attached hereto entitled
"TRANSCONTINENTAL GAS PIPE LINE CORPORATION -~ DOCKET NO.
RP72-99 CURTAILMENT PROCEEDING, " wvhich attachment

describes in detail the impact of the increased Transco
curtailment under both of the plans presently being
considered by the Pederal Power Commission. This study
shows the effects of such increased curtailment not only to
North Carolina distribution companies, but also to the
interruptible and priority 3, 4, and 5 firm customers of
such companies.

Based on the above evidence introduced in the FPC Docket
No. RP72-99 and the Commission Staff report thereon, the
Otilities Commission considers it of vital importance to the
economy of North Carolina that all interruptible customers
and priorities 3 through S5 firm customers of all natural gas
companies in North Carolina be notified of the potential
curtailment of their natural gas supplies for |[974-|975, in
order that they might begin immedjagtely to make necessary
arrangements for alternate fuel supplies. To assist in
making such arrangements, there is attached hereto a letter
from Fowler W®. Martin, Director, State Energy Division,
Department of Military and Veterans Affairs and a copy of
Form FEO-|7. This 1letter and the PEO form are self-
explanatory.

IT IS, THEREFORE, ORDERED:

le That all interruptible and priority 3 through 5 firm
customers in North Carolina are hereby notified of the
forecast of increased curtailment of natural gas set forth
in this Notice, and as further described by the Commission
Staff memorandum and schedules attached hereto, and such
customers should immediately begin to make arrangements or
to establish contracts for an adequate supply of alternate
fuel for the winter heating season |[|974-|975, including
application for any additional allotments of fuel needed
from the Federal EBnergy Administration. As a first step,
such customers should complete and send in the FEO-|7 form
by the date specified in the Martin letter.
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2. That the hearing in this docket will be resumed in
September |974 by further oOrder of this Commission, to
receive direct evidence in this docket of the nataral gas
supply in North Carolina for [|974-]975, and to receive
reports and evidence of natural gas customers on the effect
of proposed curtailments of natural gas on the economy in
North Carolina and the continued operation of industry in
North Carolina.

3. That a copy of this Notice of forecast reduction in
natural gas supplies for [974-|975, the Commission Staff
memorandum and schedules attached hereto and the HMartin
letter and Porm FEO-|7 shall be mailed by each North
Carolina gas utility to all interruptible customers of
natural gas in North Carolina and to all priority 3 through
S firm customers of said gas companies.

4. Each gas company shall reprint and mail this notice
and the attachments hereinabove specified on or before June
25, 1974, and shall certify in writing to the Commission
that such mailing has been done as required herein. Each
gas company shall furnish a list of their customers to whonm
this notice has been mailed to the Commission and to the
State Energy Division, Department of Military and Veterans
Affairs.

5. Fach gas wutility shall notify its interruptible and
category 3 through 5 firm customers of the forecast number
of days their gas will be cut off from November |5, |974,
through April |5, 975, based on normal weather under both
the FPPC 467-B plan and also the Transco interim plan.

ISSUED BY ORDER OF THE COMMISSION.

This the |8th day of June, [974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

STATE OF NORTH CAROLINA
DEPARTMENT OF MILITARY AND VETERANS AFFAIRS
ENERGY DIVISION
June ||, 1974
TO: All Customers Subject to Curtailment of Natural Gas
The State Energy Division, Department of Military and
Veterans Affairs (DMVA) has been aware of the forecasted
decrease in North Carolina's supplies of natural gas. At

present, the State Energy Division, DMVA, 1is working with
the Federal Enerqgy Administration (PEA) to plan various
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approaches to potential problems resulting from the natural
gas shortage. To insure thoughtful planning, the State
Energy Division, DMVA, requests that those firms included in
the classes of customers subject to curtailment complete
Form FEO-|7.

For the purpose of this survey, we ask that you assume
that you will experience the maximum curtailment as stated
in the Utilities Commission Docket G-]00, Sub-|8.

In addition to the information required on Form FEO-|7,
request you add in paragraph |8, or on a separate
attachment, the following information:

|« If available, we would 1like to know the number of
days in calendar year |972 and |[973 that natural gas
supplies wvere curtailed.

2. Volume of gas used by months in calendar years [972
and |973.
3. Volume of gas estimated to be lost by month from

curtailment for the |2 months ending June 30, |975.
Include the |50 days already forecasted.

4. Explain the nature of your business (to include a
breakdown of how you use natural gas in your business -
percent of use for heating, processing, drying, etc.) Also
include the number of employees vho would be adversely
impacted by various degrees in plant slowdown and/or
complete shutdown due to fuel shortages.

5. Please attach a copy of the notification furnished
you by the gas utility as per paragraph 5 in Docket G-|00,
Sub-|8.

6. If you have already made the necessary arrangements
to obtain an adequate supply of substitute fuels, you need
not prepare a Form FEO-|7. However, please send a letter
to the State Energy Division, DMVA, confirming that you do
have an assured source of product.

This information is needed to determine alternate/standby
fuel requirements when natural gas shortages affect you as a
custonmer. Communications with major o0il companies have
indicated that in order to be assured of an alternate fuel,
you will be required to make a commitment to use the fuel on
a continuous basis or to make a firm commitment for a
specific quantity of product.

The Form FEO-|7 is attached. If you need additional foras
or assistance in completing the Porm |7, contact your Local
Energy Field Agent, Local Petroleum Council, or call the
State Energy Division, DMVA, in Raleigh 9]9/829-2230. In
completing Form FEO-|7 the base period for propane is by
calendar quarter during the period April |, (972, through
March 3|, |973, corresponding to the current quarter; middle
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distillate (kerosene, #2 fuel o0il, etc.) 1is by calendar
month |}972 corresponding to current month; residuals fuel
oil (#4, S5, and 6, etc.) 1is by calendar month [973
corresponding to current month.

The data being requested is for planning purposes only.
It will not necessarily quarantee you a source of supply for
alternate fuel. Upon receipt and compilation of regports
from all customers, the State Energy Division, DMVA, will
vork with the FEA and the o0il companies supplying product to
the State to determine possible courses of action. You will
be notified at a later date regarding any additional steps
you will need to take. To facilitate our planning, the
completed forms must be submitted as soon as possible, but
not later than July |0, |974. Please mail to:

State Energy Division

Dept. of Military & Veterans Affairs
|16 West Jones Street

Raleigh, North Carolina 27611
ATTENTION: Alternate Fuel Coordinator

Your immediate cooperation will bLetter enable North
Carolina to avoid severe hardship situations.

Sincerely,
Fovler W. Martin
Director

FAN/pJ

Attachment
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FEDERAL ENERGY OFFICE

Request for Assignment of a Supplier
or Adjustments of Base Period Supply Voluame

(FEO- |7 (1-74))

Instructions

General Instructions
Who Submits and Rhere to Subamit.

a. The

following should submit this form to their

current or prospective supplier.

a)
(2)
3)

4)

b. The

Wholesale purchasers who do not have a
supplier.

Wholesale purchasers who need to establish
a base period supply voluame.

Wholesale purchasers who have had unusual
growth (more than |0% per year aotor
gasoline and more than 5% per year for all
other products) since the base period and
wish to adjust their base period supply
voluame.

Wholesale purchasers who wish to adjust
their base period supply volume to cover
certified increases in volume from end
users allocated on the basis of J00% of

gurrent reguirements.
following should subamit this foram to the

appropriate Regional Office of FEO:

)

Wholesale purchasers vwho wish to adjust
their base period supply volume to cover
certified increases in volume from end
users allocated on the basis of a
ercentage of base period su .

(2) Suppliers who question the validity of
this application.

(3) Suppliers who have approved an adjustment
of the base period supply volume in excess
of 20%.

(4) Wholesale purchasers wvho request an
adjustment in the base period supply
volume due to curtailment or abandonment
of service of an energy source other than
residual fuel o0il or refined petroleua
products.

c. The following should submit this form to the
FEO National Office: (1) International air
carriers requesting allocations of non-bonded
fuels. (2) Civil Air Carriers and Public
Aviation requesting redistribution of aviation
fuels.

Fuels Covered

110 Propane

_ 120 Butane
____130 Propane/Butane
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200 Motor Gasoline
310 Kerosene
320 #2 Heating 0il
___ 330 piesel Fuel
____340 other Middle Distillates
410 Aviation Gasoline
____ U420 Kerosene Jet Fuel
430 Naphtha Jet Fuel
5{0 #4 for Otilities
520 #5 & #6 for Otilities
530 #4 for Non-Utilities
____ 540 #5 & %6 for Non-Otilities
550 Bunker C
____560 Navy Special
570 Oother Residuals
___710 Lubricants
720 sSpecial Naphthas
730 Solvents
740 Miscellaneous

General Information
Adjustment or assignment for only one type of product

can be requested on this fornm. If information on
this form is not complete, the form will be returned
to you. Forms sent to FEO should be submitted in
triplicate.

Specific Instructions

|-

la.
2.

Ta.

7b.

am of Company - Enter the corporate name, or the
name of the entity making the request.
Date - Enter the year, month and day of this request.

®

Street Address - Enter the street address of the
company or individual making the request.

City - Enter the name of the city location of the
company making the request.

State - Enter the name of the state location of the

company making the request.

zip Code - Enter the zip code of the company making
the request.

Employer Identification Number - Enter the nine digit
number that is used in all filings with the Internal
Revenue Service.

Person to Contact - Enter the name of the person to
contact from the requesting company.

Telephone - Enter the telephone number (Including
area code) of the person to contact from the
requesting company.

8a.,8b.,8c.,68d. Street Address, City, State, 2Zip Code -
v i -

Delivery Location Enter the street address, city

name, state name and zip code of the location to
vhich the supply is to be delivered. This
information should only be completed if the delivery
location is different from the corporate address
entered in 2.,3., & 4. above. If the delivery is to
be more than one location enter the address of each
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9a.

9b.

| 2b.
|2c.

|24.

| 2e.

12£.

| 29.
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location, other than that in blocks 2.,3., & 4. on
separate sheet(s) and attach to this foram.

Storage Capacity of Delivery Location - Enter the
storage capacity in gallons for each 1location to
which the product is to be delivered.

Current Inventory of Delivery Location - Enter the
inventory level in gallons as of the date of this
request for each location to which the product is to
be delivered.

Type of Product - Check only one box for the type of
product for which supply or supplier is being
requested.

Specify Grade of Product - Enter the grade of the
product under request such as Diesel #2, etc.

Type of Regquest - Check the appropriate box for the
request being made.

Name of Supplier - Enter the name of the supplier who
is presently supplying you the product. There are
four lines provided and the principal supplier should
be entered on the first line. If there are more than
four suppliers 1list on an additional sheet. If the
request is for an assignment of a supplier, enter the
names of potential suppliers who could provide the
product to you. Rank preference of potential
supplier with the highest preference on line (|).
Supplier Address - Enter the city, state and zip code
of the appropriate supplier.

Brand Name of Supplier - Enter the brand name of
supplier.

% of Base Period Supplier - Enter the percentage of
the annual base period volume that has been supplied
by the appropriate supplier.

Person to Contact & Telephone - Enter the name of the
person to contact for each supplier and his telefphone
number including the area code.

Willing to Supply? = For each supplier you have
entered, indicate his willingness to supply by
checking the appropriate box.

Supplier's Decision on this Request - This section
should be completed by the supplier. The supplier's
name 1is entered and the appropriate box checked for
approving or disapproving this request. If the
request is disapproved, indicate in detail the
reasons for disapproval.

Product Purchased Por - Check the appropriate box for
the type of use. If the product is for end-use
rather than for resale, briefly describe how the
product is used.

Credit or legal Problem - If there is a credit or
legal problem involving your request for supply,
describe the nature of the probleam.

Base Period Supply Volume by Honth - Enter for each
month the gallons of product purchased during the
base year.

Base Period Year - Enter the base period year for
which the request applies. For all products except
propane, butane, and residual fuel oils the base year
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is |972. For propane the base period is October 3,
1972 to April 30, |973. For butane the base period
is the corresponding quarter of [972. FPor residual
fuel oils the base period is the corresponding month
of |973.

Total - Enter entire total of base period volunme.
Base Period Agree with Supplier = Check the
appropriate box for agreement with the supplier's
records. If the base period supply volume does not
agree, attach a copy of the Base Period Supply Volume
Report and briefly describe the disagreement.

Actual Purchases in the Last Twelve Months - Enter
the gallons purchased for each month for the 1latest
tvelve complete months prior to date of this
application. Enter the appropriate year, for
example, may begin with #arch (973 and end with
February (974. Enter the percentage of the
comparable month in the Dbase period, for exasmple,

11790.

Twelve Month Total - Enter total purchases for the
last twelve months.

Actual Purchases by Ose Category - Enter the gallons

purchased in the last twelve months summarized for
each use category. Only the following use categories
are applicable.

Agricultural Production
Emergency Services

Energy Production

Sanitation Services
Telecommunications
Transportation Services

Space Heating

Industrial and Manufacturing
Ccargo, freight and mail hauling
Utilities

Medical and Nursing Buildings
Civil Air Carriers

General Aviation

Public Aviation

Marine Shipping

Others

T

Indicate the use category name on the appropriate
line. Space is provided for three use categories.
If more than three are needed attach additional
sheets using the same format prescribed herein. Also
enter the appropriate year and the percentage of the
comparable month in the base period.

Requested Adjusted Base Period Supply Volume - Enter

for each month the gallons requested for the adjusted
base period supply volume. This information should
be included for all requests such as establishment of
a base period supply, adjustment of a base period
supply due to growth, allocation for non-bonded fuels
or establishment of base period supply due to
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|7a.

18.

20.

2.

22.

23.

24.
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curtailment of other energy source. Also enter the
appropriate vyear, for example, |974. Enter the
percentage of the comparable wmonth in the base
period, for example, |25% if the request is an
adjustment to base period supply volume.

Requested Adjusted Base Period Supply - Total - Enter
the tvelve month total for the requested adjusted
base period supply volume.

Justification For Volumes Reguested - Describe in
detail the reasons justifying these requested
volumes. Indicate the names and telephone numbers of
major customers whose requirements have substantially
increased or major new customers who will be
supplied. Also indicate the end-use for each of
these customers and the impact on customers'
operations if the request is denied.

If the requested volumes are for your own end-use,
give a description including facilities or equipment,
major changes since the base period, usage rates and
hov the rates are determined. For the addition of
nev equipment attach certified statement concerning
usage rates and operational capacity.

If requested volumes are as a consequence of
curtailed access to other sources of energy, or
pursuant to a plan filed in compliance with a rule or
order of a Pederal or State Agency, indicate the
energy source denied and its BTU equivalent.

Applied to State for Exceptional Hardship - If you
have applied to the state for an exceptional hardship

for the type of product under request, check the
appropriate box. If "yes", indicate the state to
vhich application was mwmade, date of application,
reason for hardship, quantity of product requested
and the resolution of the hardship.

Application to the Federal Government - Indicate
vhether you have aver requested an assignment of a
supplier or an adjustment of a base period supply for
the type of product under request. Check the
appropriate box and enter the case number if the
answver is "yes".

Other Significant Pactors - Enter any other
significant factors or remarks that are important to
this request.

List Titles of Attached Sheets - Enter the titles of
the attached sheets in this section of the form.
Certification - The form must be certified both by
the person completing it, and also by the person or a
senior representative of the firm on whose behalf the
request is submitted.

International Air cCarriers Certification - For such
requests, this additional certification is required
by a senior company official.
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i9. Have you applied to the State for exceptional hard-
ship? Check () Yes () No
If "yes", briefly describe.

20. Have you ever filed this form with the Federal Gov-
ernment for the type of fuel you are presently
requesting action? Check () Yes (If yes give case
# ) {) No

2). Other significant factors, special requirements, or
remarks (Provide additional sheets if required).

22. List titles of attached sheets.

23. Certification - I hereby certify that the above
statements are true, accurate, and complete to the
best of my knowledge and that any guantity reguested
for priority use will be used only for that use.

Signature of person completing form

Signature and title of
certifying company official

24, International Air Carriers:
Additional cCertification for Assignment of Non-Bonded
Fuels - I hereby certify that Ltonded fuel supplies
are not available at any price to provide a level of
fuel comparable to the average percentage of base
period fuel currently supplied to other international
air carriers operating into the U0.S.

§ignature and title of
certifying company official

Title |8 USC Sec. }00| makes it a crime for any person know-
ingly and willfully to make to any department or agency of
the United States any false, fictitious or fraudulent gtate-
ments or representations as to any matter within its
jurisdiction.

FEO-|7(]-74) 50H
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(Supersedes 00G-PAP~-|7-11-73)

TRANSCONTINENTAL GAS PIPELINE CORPORATION
DOCKET KO. RP72-99
CORTAILMENT PROCEEDING

Impact of the Increased Curtailment Under
the Ratable Plan and the 467-B Plan on North
Carolina Consumers and Industrial Customers
and the amount of Alternate Fuels Necessary
to Make Op for the Increased Curtailment
Under Both Plans

Report by R. J. Nery
chief Engineer, Gas Section

The purpose of this report is to illustrate the effect of
the two proposed curtailment plans being considered by the
Federal Powver Comnission in this Docket and their impact on
gas customers in North Carolima and the financial impact on
industrial interruptible customers in this state and the
determination of the amount of alternate sources of energy
which will be required to make up this deficiency.

The following is a summary of the actual cartailments by
North Carolina companies for the calendar years [97]|-]973 in
HCF and in percent of contract entitlement and the estimated
annual curtailment under the Pro rata Plan and the 467-B
Plan for the twelve months beginning November |6, 1974. The

-above estimates are based on Transco's exhibit introduced in
Docket No. BRP72-99 before the Federal Power Conmission dated
May IS5, |974, and are predicated on Transco's estimated
curtailments of 25.77% during the winter season and 34.74%
during the summer season.*

Curtailment Expressed

Year MCF % of Contract Entitlement
197] 8,950,339 4.7348

{972 15,647,059 8.2774
1973 24,015,832 12.7045
1974 30,773,073 16.29 Year Ending April, (974

Estimated
1 974-75 58,433,755 30.9 Pro rata
1974-75 83,457,0)6 44, 467-B

* Winter Season - November |6 through april |5
Summer Season - April |6 through November |5
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During the calendar year |972, which is the base year for
FEA's o0il requirements, North Carolina utilities vere
curtailed by |5, 647,059 MCF or 8.27%. If the Pro rata Plan
is adopted with the increased curtailments projected by
Transco for the twvelve months beginning Noveamber (6, [974,
North Carolina gas utilities will 1lose 42,786,695 MCF or
305,497,009 gallons of number two fuel o0il equivalents. If
the 467-B Plan is authorized, North Carolina®s increased
curtailment over the base year (972 will be 67,809,907 MCF
or an equivalent of 484,163 gallons of number two fuel oil.
It will be necessary for North Carolina industrial
interruptible customers to obtain these quantities of oil or
other energy equivalents by filing the appropriate
applications through the FEA Offices. The difference
between the adoption of the 467-B Plan over the Ratable Plan
is a 1loss to North Carolina gas wutilities and their
customers of 25,000,000 MCF. The details showing the impact
of the 467-B Plan over the Ratable Plan for each North
Carolina gas wutility is shown on Schedule No. | attached
hereto.

Schedule No. 2 attached hereto shows the impact of the
467-B Plan on North Carolina gas utilities and the impact on
priorities two through nine which priorities are designated
in the 467-B Plan for both the winter and summer perioad.
The impact of this plan on each company varies depending
upon the mix of its customers and the priorities for which
these customers use their gas. However, the average annual
curtailment under the 467-B Plan for all North Carolina gas
utilities is U44.|5% as opposed to the Ratable Plan with an
annual 30.9|%. These curtailments do not include the effect
of storage gas which each North Carolina gas utility has
such as (GSSs, LSS, LGA, LPG, LNG).

If the Ratable Plan is adopted assuming that each gas
utility earned a fair rate of return at December 3|, (973,
under the then existing |2.70% curtailment, the North
Carolina gas utilities' customers® rates would bave to be
increased by |0.87¢ per MCF to make up for the revenue lost
due to increased curtailment. If the 467-B Plan is adopted
these customers' rates would be increased by 23.2¢ per MCF
to make up for the loss due to the increased curtailment.

The 1loss of gas to industrial interruptible customers is
substantial and to illustrate the future impact on these
customers due to the increased curtailment under the Ratable
Plan and the 467-B Plan based on the Transco exhibit is
34,417,923 HCF and 59,44]|,|84 MCF respectively over (973.
At the present price for number five fuel o0il ($((.38/bbl)
based on this increased 1loss of gas the industrial
interruptible customer's fuel bill will be increased by
$34,417,923 and $59,44|,|84 respectively under the Pro rata
Plan and the 467-B Plan.

The hearing in Transco Docket No. RP72-99 is in session at
this time and it is anticipated that further Settlement
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Conferences will convene after the hearing is completed,
which is expected to end in about two weeks.
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DOCKET NO. G-]00, SUB |8
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Rulemaking Proceeding ) ORDER ESTABLISHING CURTAILMENT
for Curtailment of Gas ) PRIORITIES AND REQUIRING
Service Due to Gas ) CONTINUED CONSERVATION OF
Supply Shortage } NATURAL GAS

BY THE COMMISSION: This proceeding was instituted by the
Otilities Commission on November 6, | 973, to establish Rules
for curtailment of service to natural gas custoners,
required by the reduced supplies of natural gas available to
the five natural gas distriktution companies in North
Carolina from Transcontinental Gas Pipeline Corporation
(TRANSCO), the only pipeline supplier of natural gas to
North cCarolina.

A public hearing was held on Noveaber 20, |973, and
affidavits, testimony and other evidence vere received from
numerous parties regarding the adverse effect of gas
curtailment on the economy and continued industrial
employment in RNorth Carolina. The hearing was recessed,
pending the outcome of proceedings 1in Docket No. RP72-99
before the Federal Power Commission (FPC) relating to the
gas supply of Transco and the curtailment priorities which
FPC would require Transco to follow. At that time, the FPC
vas considering two curtailment plans for Transco, the
"pro -rata" plan, by which Transco would curtail gas supplied
to every gas distribution company it serves an equal
percentage amount based on contract demands, and the "467-B"
plan, which would require Transco to «curtail its gas
distribution companies by varying amounts based on a nine
priority system. At that time it was estimated that wunder
the pro rata plan, the supplies of gas available to North
Carolina gas distribution companies from Transco would be
approximately |3% of contract demand volumes. Under the
"467-B" plan the curtailment was projected to be
approximately 27% less than contract demand.

On December 5, |973, the Commission issued an Order which
adopted an emergency procedure for the allocation of natural
gas, required mandatory conservation by all gas customers of
|5% of their previous usage and imposed substantial
penalties on all persons and firms failing to achieve this
level of conservation. The Commission further required the
gas distribution companies to file new contracts and rate
schedules for "essential human needs" customers. This Order
was subsequently modified on Decemkter 20, 1973, to
temporarily suspend the penalty provisions, since
conservation of at least |5% wvas being voluntarily achieved.

This rate of conservation continued through the entire
winter heating season ending on April |5, |974. The State
of North Carolina and this Commission were able to obtain a
federal court order which postponed the effective date of an
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FPC order vhich would have required Transco to curtail gas
sugglies on the basis of the “467-B" plan. In addition, the
1973~1974 winter period vas much warmer than normal. These
three factors combined to minimize the anticipated adverse
impact of curtailment of natural gas on the North Carolina
econony.

As a result of a motion by Piedmont Natural Gas Company
(Piedmont) on seeking clarification of sone of the
aforementioned priority categories, the Coamamission scheduled
additional hearings in this bocket for September 4, |974.

During the intervening winter and summer months, the
amount of curtailment by Transco to RNorth Carolina gas
distribution companies has growvn steadily vorse.
Curtailment under the pro rata plan is novw 3|%¥ and is
expected to increase further. In addition, the FPC has now
concluded its formal hearings in RP 72-99.

On June }8, (974, the Utilitites Commission issued a
Notice of Reduced Natural Gas Supplies for [|974-(975,
vherein the Comnission noted that under either "467-B" or
"pro rata® plan North Carolina would receive substantially
less gquantities of natural gas than it had received during
1973-1974. The Commission forecasted that {974-1975 annual
curtailment would be 30.9}% under the pro rata plan and
40.18% under the "467-B" plan. Under this latter plan wmany
North Carolina industrial natural gas users would be cut off
from gas during the entire winter heating season from
Noveamber |5, (974, through April {5, |975. The Commission
required each North Carolina natural gas distribution
company to notify its industrial and commercial customers of
the forecast number of days their gas would be cut off based
on normal weather under both the pro rata plan and the "467-
B" plan.

on July 3|, 974, the Comnission, in announcing the
resuaed hearing in this docket on September 4, 1974,
released a copy of a new Commission plan for curtailment
priorities which the Commission would be considering for
adoption at the September 4 hearing. The Commission invited
affidavits and conments on its proposed plan prior to the
hearing. Approximately 45 such affidavits were received.
These parties and many more actually appeared at the
September 4, |974, hearing.

Based on the foregoing, the affidavits and exhibits
introduced at the hearing and the entire record in this
docket, the Commission nov finds, determires and concludes
as follows:

t. That the serious crisis concerning the shortage of
natural gas available to RNorth Carolina gas distribution
companies, which has existed for over a year, continues to
be a grave threat to North Carolina's industry and economy
and to the job security of thousands of wage earners in this
State.
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2. That a major industrial crisis was avoided last year
because of the fortuitous combination of three factors: (a)
The actual curtailment experienced was only [6% as
contrasted with the 27% that it would have beem if federal
courts has not suspended implementation of the "467-B" plan,
(b) the winter weather was much warmer than normal and (c)
natural gas users conserved use of gas by |5%. The absence
of any of these factors «could have produced industry
shutdowns and widespread unemployment.

3. That the anticipated pro rata curtailment for North
Carolina gas distribution companies during the coming winter
season will, at best, average 27%, which is worse than that
which was experienced last year. This year, if the "467-B"
plan is placed into effect, it 1is anticipated that
curtailment will average over 40%. Settlement negotiations
are currently underway in FPC Docket No. RP72-99, but any
settlement reached would probably exceed the 27% level of
the present pro rata curtailment.

4. That all gas wutilities have filed tariffs for the
protection of "human needs™ requirements as required by
Commission Order dated December 5, |973. In addition, the
Commission has approved tariffs for the protection of
industries' essential gas uses-process, and direct fired
applications.

S. The Commission's previously announced Revised Rule
R6-19.2 is a fair, just, reasonable and equitable method of
allocation to retail gas customers in North Carolina such
volumes of gas as will be available to gas distribution
companies in this State from Transco.

6. That Companies with multi-plant operations within a
gas utility's franchised service area should be permitted to
shift gas contracts and the maximum daily contracted
entitlement from one plant to another if the gas utility
system deliverability permits.

7. To the extent that they are not modified or altered
herein, the Commission hereby adopts the findings and
conclusion made in its Interim Order Establishing Emergency
Procedure for Allocation of Natural Gas issued on December
S5, 1973.

IT Is, THEREFORE, ORDERED:

| That, in this period of energy shortage, it is
imperative that all natural gas consumers conserve and limit
their wuse to basic and essential purposes. Therefore, the
Commission oOrder of December 5, |973, requiring a mandatory
|5% conservation by all users shall remain in effect until
modified wupward or downward or abolished by further
Commission Order. The suspension of penalty provisions
contained in the Commission oOrder in this Docket dated
December 20, 1973, shall remain in effect, but if the |5%
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rate of conservation is not achieved, the Comaission nay
reimpose such penalties at any time.

The Coanission heéereby establishes a special priority
category to protect the economy of North Carolima from an-
employment due to factory shutdowns caused by 1lack of
natural gas or an alternate fuel, and the Comaission will
declare an emergency for the service area of any natural gas
utility in which factories are «closed down for 1lack of
natural gas or alternate fuel and, during said emergency
period, the Commission shall reduce the gas available to all
customers of said gas utility by calling on all customers ‘to
further reduce their space heating thermostat to that degree
of temperature necessary to conserve use of gas required to
maintain factory employment at the best level which can be
maintained consistent with the need for minimua temperatures
required to maintain health and safety of customers in the
service area of such gas utility. Each natural gas utility
in vhich such an emergency is declared -shall have the
responsibility of auditing all customers® consuaption which
appears to be using greater quantities of gas than necessary
for heat for such reduced temperature and calling upon such
customer to reduce his temperature or notify such custonmer
that his gas will be disconnected for failure to comply ¥ith
the emergency temperature reduction order.

2. That, to the extent gas is unavailable for any North
Carolina natural gas distributing company to supply its
customers' requirements and it becomes necessary for such
company to curtail its customers, such curtailment shall be
made in accordance with Revised Commission Rule R6-[9.2
vhich is attached hereto as Exhibit |, and which is hereby
adopted by this Commission as its Rule of Priorities for
Curtailment of Service. The former Rule R6—]9.2, adopted by
this Commission in Docket No. G-|00, Sub |8 on December 5,
1973, is hereby rescinded and cancelled.

3. That to the extent that gas is required for higher
priority users due to increased curtailment lower priority
customers will be curtailed.

4. (a) That Priority Classes A, B, C, D, E, F, G, H,
I, N, O, P AND Q0 as shown on the attached Exhibit shall be
frozen and no new customers whose gas requirement would fall
in these categories shall be added by any gas company.
Further, existing customers shall not be allowed’ to add gas-
burning equipment whereby gas that is used in such equipment
would fall within any of the above designated priority
classes.

(b) Customers in Priority Classes A, B, C, D, B, F,
G, H, I and J having gas requirements which £fall within
Priority Classes K, L, and #H of Revised Rule R6~|9.2 are
pernitted to shift ¢these volumes into those classes by
notifying their gas distribution companies thereof. Such
notification shall take place by not later than October ||,
1974, Each gas distribution company shall thereupon report
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to the Commission the amount of volumes so shifted and the
amount of gas available for each priority class and the
number of days of use that customers can expect in each
priority class based on normal weather and settlement filing
by Transco with the FPC. Por the purpose of making such
report to the Commission, each gas utility shall use the
form contained in Exhibit 2 attached hereto. Such report
shall be filed with the Commission on or before October 20,
1974.

(c) Prior gas company approval shall be required for new
customer sales or new sales volumes to existing customers in
Priority Classes J, K, L, M and R. If any customer, other
than those in Priority Classes R and J, purchases gas within
several different priority classes, the customer's volumes
in each such priority shall be separately metered.

Se All gas which 1is upgraded or shifted from an A - J
priority to a K - M priority upon the «customer's request,
shall be sold under the gas utility's tariff or rate
provisions which apply to the higher priority.

6. That Companies with multi-plant operations within a
gas utility's franchised service area be and are hereby
permitted to shift gas contracts and the maximum daily
contracted entitlement from one plant to another if the gas
utility system deliverability permits.

7. That retail customers of a wmunicipality which
distributes natural gas and which purchases its gas
requirements from a gas utility subject to the jurisdiction
of the N.C.U.C. shall be protected in the same manner and
to the same extent as the gas utilities' customers are
protected. In order to accomplish this requirement each
natural gas utility affected shall file appropriate tariff
provisions.

8. That each natural gas utility shall send to each of
its custonmers in priority A through Q a copy of this order.
Customers in priorities A through J shall also be sent a
copy of the notice attached hereto as Exhibit 3. Further,
each gas utility shall advise each of its customers in
priorities A through Q the specific category or priority
class into which its gas usage falls.

9. That this proceeding shall remain open for further
orders of this Commission.

ISSUED BY ORDER OF THE COMMISSION.
This the 20th day of September, |974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)
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Exhibit |

Rule R6-{9.2 Priorities for curtailment of service. - (a)
In the event that the volumes of natural gas available to
any North Carolina gas distribution company are insufficient
to supply the demands of all the customers of that company,
the company shall curtail gas service to individual
customers in accordance with the following order of
priorities:

Priority

_Class Description
Curtailed A. Interruptible requirements of more than
Pirst 10,000 MCF per day*

B. Interruptible requirements of more than
3,000 HCF per day through | 0,000 HCF
per dayx

C. Interruptible requirements of more than
| .500 MCF per day through 3,000 MCF per
day*

D. Interruptible requirements of more. than
300 MCF per day through |,500 MCF per
day*

E. Interruptible requirements of more than
300 MCF per day* where propane is the
only alternate fuel

P. Firm industrial requirements for boiler
fuel use of more tham 3,000 MCF per day*

G. Pirm industrial requirements for boiler
fuel use of more than 300 MC¥ per day
through 3,000 MCF per day*

H. Interruptible requirements of more than
50 MCF per day through 300 MCF per day*

I. ZInterruptible requirements -of more than
50 MCF per day through 300 MCF per day*
where propane is the only alternate fuel

J. Interruptible requirements through 50 MCF
per day*

K. 1Industrial requirements for ncn-boiler
direct flame process application where
0il is the alternate fuel

L. Industrial requirements for ncn—boiler
direct flame process application where
propane (or other gaseous fuels) is the
only alternate fuel



GAS 65

#*Calculated by dividing highest billing cycle usage during
the period May {, 1972, through April 30, |973, by the
number of days in the billing cycle.

Priority
Class Description

M. Essential human needs requirements of
less than 300 MCF on peak day which have
alternate fuel capability

N. Pirm industrial non-boiler fuel require-
ments of more than 300 MCF per day* not
in higher priority classes

0. Pirm industrial requirements of more than
300 MCF per day and for feedstock, direct
flame process or plant protection*

P. FPirm industrial requirements of more than
50 MCF per day through 300 MCF per day*

Q. PFirm commercial requirements of more than
50 MCF per day,* other than essential
human needs requirements

Curtailed R. Residential requirements, essential human

Last needs requirements of less than 300 MCF
per day without alternate fuel and firm
industrial and ccmmercial requirements of
50 MCF or less per day*

(b) |. Gas shall not be considered available on a day by
day basis for any interruptible priority class until
requirements for emergency gdas sales, current demands of
higher priority classes and necessary storage for protection
of firm service and system integrity are met.

2. Except for emergency gas service, all customers
vithin a priority class must be interrupted completely prior
to the interruption of any customer in a higher priority
class.

3. In the event that it 1is not necessary to
completely interrupt all customers in a priority class, each
customer in that class shall, wherever practical, be
curtailed on a pro rata basis for the season (Winter -
Rovember (|6 through April |5 and Summer - April {6 through
November |5).

4. In the event that gas supplies are not sufficient
to support requests for emergency gas service from
customers, such service shall be curtailed according to the
above priorities.
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#Calculated by dividing highest billing cycle usage during
the period of May |, [972, through April 30, 973, by the
number of days in the billing cycle.

¥ithin a priority class emergency gas service shall be sup-
plied on a first-request basis.

{c) Definitions to be used in conjunction with Rule
R6-]9.2.

]. Boiler Fuel - Is considered to be natural gas used for
a fuel for the generation of steam or electricity,
including the utilization of gas turbines for the
generation of electricity.

2. commercial - Service to customers engaged primarily in
the sale of goods or services including institutions and
local and federal government agencies for uses other than
those involving manufacturing or electric power
generation.

3. Direct Flame Process Gas — Is defined as gas use for
which alternate fuels are not technically feasible such as
in applications requiring precise temperature controls and
precise flame characteristics for those customers who have
contracted for service under specific rate schedules
applicable only to this class of service.

4. Essential Human BHBeeds - Is defined as hospitals,
nursing homes, orphanages, prisons, sanitoriums, gas used
for water and sewage treatment, boarding schools for gas
volumes used for residential purposes, for those customers
vho have contracted for service under specific rate
schedules applicable only to this class of custoazer.

S. Feedstock Gas - Is defined as natural gas used as a
rav material for its chemical properties in creating an
end product, including atmospheric generation for those
customers who haye contracted for service under specific
rate schedules applicable only to this class of service.

ic - Service from schedules or contracts
under vhich seller is expressly obligated to deliver
specific volumes within a given time period and which
anticipates no interruptions, but vwhich may permit
unexpetted interruption in case the supply to higher
priority customers is threatened.

6. Firm Serv

e
e

7. Industrial - Service to customers engaged priwmarily
in a process which creates or changes raw or unfinished
naterials into another form or product ircluding the
generation of electric power.

8. Interruptible Service - Service from schedales or
contracts under which seller is not expressly, obligated to
deliver specific volumes within a given time. period, and
vhich anticipates and perpits interruption on short
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notice, or service under schedules or contracts which
expressly or impliedly require installation of alternated
fuel capability.

9. Plant Protection Gas - Is defined as minimum volumes
required to prevent physical hare to the plant facilities
or danger to plant personnel when such protection cannot
be afforded through the use of an alternate fuel.

|10. Residential - Service to customers which consists of
direct natural gas usage in a residential dwelling for
space heating, air conditioning, cooking, water heating,
and other residential uses.
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EXHIBIT 3

NOTICEB
To Bach Natural Gas User in Priority Classes A - J

Notice is hereby given that in accordance with the
attached order each industrial gas customer purchasing gas
in priorities A-3J vhich has gas requireaents that fall
within K, L, A has until October (|, |974 to advise its gas
utility if it desires to have its high priority gas usage
placed in X, L, M in accordance with North Carolina
Utilities Comnission oOrder issued in G~|00 Sub 8 on
Septeaber 20, |974.

You are further advised that your gas usage falls in

priority (ies) ____ according to our informationm. Ko
request to change priority class by customers eligible for
such K, L or B priority can be allowed after October ||,

1978, as all gas volumes will then be frozen based on the
priorities then assigned.

DOCKBT NO. G-|00, SUB 20
BEFORE THE NORTH CAROLINA UTILITIES COMMISSICH

In the Matter of
Installation of the Oniform System ) OBDER ADOPTING
of Accounts Edited and Compiled by the ) UNIFORM SYSTEM
National Association of Regulatory Utility )OF ACCOUNTS
Commissioners (Formerly National Associa- ) FOR GAS UTILI-
tion of Railroad and TUtilities } TIES AS RE~-
Commissioners) for Gas Dtilities. ) VISED IN 972
)AND 973 BY
) THRE NATIONAL
) ASSOCIATION OF
) REGULATORY U-
} TILITY COMMIS-
) SIONERS

BY THE COMMISSION. On February 22, [960, the Commission
issued an order in Docket G-|00, Sub | orderirng all gas
utilities under the Jjurisdiction of the North Carolina
Utilities Commission to adopt the Uniform System of Accounts
for Gas Utilities as adopted by the National Association of
Railroad and Utilities Commissioners at its [958 Annual
Convention. The effective date of that order was January |,
1961, The Uniform System of Accounts for Class A ard B Gas
Otilities was revised in (972, and for Class C and D Gas
Utilities in {973 by the National Association of Regulatory
Otility Commissioners. The revisions include additional
accounts, definitions and instructions which the VWNational
Association of Regulatory Utility Comaissioners considered
necessary to recognize both accounting changes as well as
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other changes in the gas industry since |958. This
Commission is of the opinion that these changes should be
adopted by all gas utilities under the jurisdiction of this
Commission.

IT IS, TBEREFORE, ORDERED that Commission Rule R6-70 is
hereby amended to read as follows:

Rule R6-70. Uniform System of Accounts... (a)
Except as otherwise provided in Subsection (b) here-
in, the Uniform System of Accounts for Gas Uti-
lities as revised in |972 and |973 by the Na-

tional Association of Reqgulatory Utility Com-
missioners is hereby adopted as the accounting

rules of this Commission for gas companies and

is prescribed for the use of all gas utilities

under the jurisdiction of the North Carolina
Utilities Commission, viz:

Uniform System of Accounts for Class A and B
Gas Utilities - (972

Uniform System of Accounts for Class C and D
Gas Utilities - |973

(b) The accounting treatment to be used for Contri-
butions in Aid of Construction is as follows:
(Letter Order dated February 5, |974.)

(1) Contributions in Aid of Construction are
revoked from the uniform system of accounts
for gas utilities and the balances therein
are to be transferred to plant in service
and to the related property investment ac-
count of plant giving rise to the contri-
bution.

(2) The amounts of contributions in aid of con-
struction which are related to depreciable
property which is no longer in service, or
cannot be identified or associated with a
plant function, shall be credited to Ac-
count |08, Accumulated Provision for De-
preciation of Utility Plant.

(3) The amounts of contributions in aid of
construction vhich are related to non-de-
preciable type of property that is no
longer in service shall be credited to
Account (|}, Accumulated Provision for
Amortization and Depletion of Utility
Plant.

(4) Puture contributions in aid of con-
struction shall be credited to the appro-
priate plant in service account when
booked.
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(5)

(6)
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Where amounts in contributions in aid of
construction relate to non-utility plant
the amounts shall be credited to Account
122, Accumulated Provision for Depreciation
and Amortization of Non-Utility Property.

%¥hen a customer has advanced money for con-
struction and it is recorded in Account
252, Customer Advances for Construction,
upon refunding the entire amount to which
he is entitled according to the agreement
or rule under vhich the advance was made,
the balance, if any, remaining in this
account shall be credited to the respec-
tive plant account.

ISSUED BY ORDER OF THE COMMISSION.

This 24th day of May, |974.

(SEAL)

NORTH CAROLINA UTILITIES COMMISSION
KRatherine M. Peele, Chief Clerk
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DOCRET NO. P-|00, SUB 28

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

The Application of United Telephone Company of ) ORDER
the Carolinas, Inc. for a Hearing and oOrder ) DERYING
Determining that Toll Settlement Ratio Used in ) ADOP-
Intrastate Toll Settlements Between Southern ) TION OF
Bell Telephone and Telegraph Company and United ) PRO-
Should Recognize and Properly Reflect the Relative ) POSED
Cost of Capital of Bell and United for Each ) PINAN-
Settlement Study Period. )CIAL

)RISK

) PLAN

RHeard In:

Before:

Appearances:

Hearing Room of the Commission, One Hest
Morgan Street, Raleigh, North Carolina on
June |9, 20, 2|, |973. Commission Libra-
ry, One West Morgan Street, Raleigh,
North Carolina on September 26, 27, 1973.
Chairman Marvin B. Wooten, presiding,
Commissioners Ben E. Roney and Hugh A.
Wells.

For the Applicant and Intervenor:

James M. Kimzey and
Stephen T. Smith

For:
United Telephone Company of the Caro-
linas, Inc. and

Carolina Telephone and Telegraph Company

Claude M. Warren and
C. M. Warren, Jr.

For:

United Telephone Company of the Caro-
linas, Inc. and

Carolina Telephone and Telegraph Company
For the Respondents:

R. C. Howison, Jr.

For:

Southern Bell Telephone and Telegraph
Company

John F. Beasley
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For:

Southern Bell Telephone and Telegrapﬁ
Company

Drury B. Thompson
For:

Southern Bell Telephone and Telegraph
Company

Hard W. Wueste, Jr.
For:

General Telephone Comxpany of the South-
east

A. Terry Wood

For:

Central Telephone Company
Donald W. Glaves

For:

Central Telephone Comgpany
For the Conmmission sStaff:

Edward B. Hipp, Commission Attorney,
North Carolina UOtilities Commission,
Raleigh, North Carolina 27602

Hilson B. Partin, Assistant Conmission
Attorney, North Carolina Utilities
Commission, Raleigh, North Carolina 27602

BY THE COMMISSION. On October {5, |97|, in Docket Ko. P-
55, Sub 68|, Southern Bell Telephone and Telegraph Company
(hereinafter "Southern Bell") applied for an increase in
rates for intrastate local and toll telephone service in
North Carolina. The intrastate toll rate increases applied
for were in addition to tke increases granted to Southern
Bell in Docket No. P-55, Sub 650 and to the remaining
telephone companies in Docket No. P-|00, Sub 26.

The cCommission, on November 8, [97|, in Docket No. P-55,
Sub 68], ordered that Somthern Bell's application for
increased intrastate toll rates be separated frow Docket No.
P-55, sub 68] and in a separate proceeding a newx docket -
Docket No. Pr~100, Sub 28 made all telephone companies under
the Jurisdiction of the Commission parties to the
proceeding, recognizing that it be in the public interest
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that toll rates be uniform among all telephone companies
operating in Korth Carolina. The Commission, on its own
motion, set Docket No. P-|00, Sub 28 for public hearing on
March 2|, |972.

Oon June 30, |972 and July 3, |972, the Commission issued,
respectively, its Order Denying Toll Rate Increase and Order
Correcting Errors in Docket No. P-|00, Sub 28. These orders
denied the toll rate 1increase and among other things,
required Southern Bell to renegotiate all costs and division
of revenues toll settlement contracts with connecting
companies in North Carolina then being settled on a coambined
local and toll intrastate rate of return to be settled using
an intrastate toll only rate of return to become effective
January |, |973.

By the end of Noveaber |972, all cost and division of
revenues toll settlement contracts had been renegotiated in
accordance with the Commissiont's orders except those
contracts with United Telephone Company of the Carolinas,
Inc. (hereinafter "Onited") and Carolina Telephone and
Telegraph Company (hereinafter "Carolina®"). The Comaission
scheduled a recorded conference to be held on December ||,
1972, for the purpose of determining the status of the
renegotiations between Southern Bell and United and between
Southern Bell and Carolina. At this conference both United
and Carolina explained that their interpretation of the word
renegotiate in the Commission's orders included
renegotiation of any and all issues that might concern
intrastate toll settlement procedures and that as part of
the renegotiation they wanted recognition or their greater
cost of capital to be used in determining the settlement
ratio used in the intrastate toll settlements and that the
satter of which rate of return to use - combined 1local and
toll or toll only - was of no great consequence to either of
them. Southern Bell was not willing to negotiate this issue
of including relative costs of capital in the toll
settlement procedures.

At the conclusion of the recorded conference on Deceamber
Ils 1972, United filed an Application with the Commission
seeking a hearing and order which wvould require
incorporating into the intrastate toll settlement process,
recognition of United's greater cost of capital. 1In view of
the fact that the existing toll settlement contracts between
said parties were not to be renewed as of January |, 1973,
if renegotiation agreements could not be reached, the
Commission, by 1letter of December 2|, |972, requested that
intrastate toll settlements betwveen parties be conducted
under contract on a cost basis using the intrastate toll
only rate of return. This settlement arrangement would be
in effect until an order was issued following further
considerations and hearings by the Coammission on the
Application filed by United on Deceamber (|, |972.

Oon December 27, |972, cCarolina filed its petition for
Leave to Intervene in the matter of United's Application.
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The Commission allowed such petition by order issued
February |, (973. Also, on Pebruary |, (973, the Commission
issued its Order of Investigation and the Setting of BRearing
in the matter and scheduled a public hearing beginning June
19, 1973.

The following telephone companies making settlements on
the cost or division of revenues basis were made parties to
the investigation: Carolina Telephone and Telegraph
Company, Central Telephone Company, Citizens Telephone
Company, Concord Telephone Company, General Telephone
Company of the Southeast, Heins Telephone Company, Norfolk
and Carolina Telephone and Telegraph Company, North Carolina
Telephone Company, Oldtown Telephone Systems, Inc., Thermal
Belt Telephone Company, Restco Telephone Company and Western
Carolina Telephone Company.

In the same order, the Commission ordered that United and
Southern Bell and Carolina and Southern Bell settle their
intrastate toll settlements on Southern Bell'’s earned
intrastate toll only rate of return beginning January |,
1973, and continue to do so until ordered otherwise.

Hearings were held in this matter on June |9, 20, 2i,
1973, and on September 26, 27, |973. Testimony was
presented for the Applicant, United, by M#r. Joseph F.
Brennan, President of Associated Utility Services, Inc., an
independent utility consulting firm specializing in rate of
return and financial studies and Mr. Edwin ®. Smail,
President of United Telephone Company of the Carolinas, Inc.
Testimony for the Intervenor, Carolina, was presented by Mr.
J. P. Havens, who at the time of the hearings, was Vice
President of Revenue Regquirements and Public Relations,
Carolina Telephone and Telegraph Company and is now

President of the Company. Respondent Central Telephone
Company presented the testimony of Mr. K. L. Pohlman,
Secretary-Treasurer of Central Telephone Company.

Respondent, Southern Bell Telephone and Telegraph Company,
presented testimony of the following witnesses: Mr. Charles
H. Garity, Assistant Vice President of Southern Bell
Telephone and Telegraph Company; Mr. Robert L. Towles, Jr.,
Independent Company Relations Manager of Southern Bell
Telephone and Telegraph Company; Mr. Robert N. Dean,
Assistant Vice President and Assistant Treasurer of Southern
Bell Telephone and Telegraph Company, and MHr. W®alter W.
Sessomas, who was on leave of absence from Southern Bell and
is now a financial analyst with the Federal Power
Commission. The following other companies who were made
party to the investigation filed their response to the
Commission's oOrder of 1Investigation and the Setting of
Hearing of Pebruary |, |973, by letter, statement or short
testimony but did not participate otherwise at the hearing:
Citizens Telephone Company, Concord Telephone Company,
General Telephone Company of the Southeast, Norfolk and
Carolina Telephone and Telegraph Company, North Carolina
Telephone Company, Thermal Belt Telephone Company, Westco
Telephone Company and Western Carolina Telephone Company.
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The Staff of the North Carolina Utilities Commission did not
present testimony in this proceeding.

ISSUES AND ARGUMENTS

This section contains a brief summary of the issues and
arquments as presented through the testimonies of the
vitnesses previously named in this proceeding.

In its Application, United proposed a Financial Risk Plan
wvhich would incorporate into the intrastate toll settlement
process recognition of the relative cost of capital in
determining the settlement ratio used in the intrastate toll
settlements. Support for the Plan stemmed from the
arguments that the cost of capital to the independent
companies is higher than that to Southern Bell and should be
recognized in making intrastate toll settlements. Hence,
the rate of return element in the intrastate toll settlement
process should not be the achieved or earned toll rate of
return of Southern Bell. Also, due to the higher capital
costs in providing toll facilities, the toll settlement
revenues (based on Southern Bell's achieved rate of return
on toll) received by the independents is less than the cost
of providing toll facilities. Applicant further argued that
since Southern Bell has traditionally initiated changes in
the 1levels of the intrastate toll rates subject to approval
by the North Carolina UOtilities Commission, Southern Bell's
cost in providing intrastate toll facilities have included
its cost of capital, but that the intrastate toll rates do
not account for the cost of capital to the independents
since the toll settlements do not include recognition of the
independent®s higher cost of capital.

Applicant stated that the toll settlement process
indirectly recognizes two components of the cost of capital,
debt capital and interest free capital, through the
treatment of fixed charges and deferred taxes, respectively,
and that the third component, equity capital, should be
recognized. Thus, the Pinancial Risk Plan was proposed to
recognize this coaponent.

The application of the proposed Financial Risk Plan would
require using in the toll settlements an overall rate of
return to be applied to each independent’s net investment
used and useful in rendering intrastate toll service and to
be computed using each independent’s weighted cost of debt
and an equity return tied to Southern Bell's achieved rate
of return on equity adjusted to reflect the debt to equity
ratio between Southern Bell and the settling independent
company. Applicant stated that the intent of the Plan is
not to guarantee a rate of return to the independents on
their intrastate toll investment base but to provide the
same equity component to all participants in the Jjoint
venture of rendering intrastate toll service. Applicant
recognized that adoption of the Financial Risk Plan would
result in a relative larger intrastate toll settlement
amount to both United and Carolina and to a majority of the
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other companies nmaking toll settlements on a cost or
division of revenues basis. Southern Bell's relative
portion of the toll settlements and that of the BEA financed
conpanies with a high debt compoment would be reduced.

Respondent, Southern Bell, arqued that the intrastate toll
settlement methods presently being used have resulted in an
equitable and reasonable distribution of toll revenues among
the participating companies in the Joint venture of
rendering intrastate toll service throughout the state of
North Carolina and that since the intrastate toll .operxation
is a joint venture it is subject to the same business risk.
Thus, there is no measurable difference in overall risk to
the participating companies in the toll operation. If
intercompany financial risk ezxists, it is caused by other
factors unrelated to the Jjoint venture since the overall
risk of the joint toll business provides equal risk to each
participant, and the overall cost of capital and rate of
return is the same for investments of all coapanies.
Respondent further stated that the intrastate toll rates
presently in effect in North Carolina were set using the
value of service c¢oncept rather than being set based on
actual costs of providing the service. Therefore, it is not,
possible to determine without a cost of service study,
whether the present rates are producing revenues sufficient,
pore than sufficient or less than sufficient to allow the
participating companies to recover their total costs in
providing intrastate toll service.

Southern Bell criticized the proposed Financial Risk Plan
on four (4) points:

|e The Plan assumes that the overall cost of capital is
applicable to every separate operation of the company. This
ignores the fact that the business risk for the joint
venture is the same for all participants.

2. The Plan assumes there are measurable differences in
overall cost of capital betwveen the participants in the toll
operation. In actuality, there is not a precise way to
measure the cost of equity capital. United and carolina
have testified previously to overall cost ef capitals which
wvere not significantly different from that allowed to
Southern Bell.

3. The Plan assumes that any difference in overall cost
of capital can be measured directly through the relatiomship
between the common equity ratio and the cost of equity
capital. 1In reality, investors will demamnd varying returns
on equity depending on the earnings prospects of the firm
and the general economic conditions following an increase in
debt cost rate. There are other factors that may increase
debt cost beyond an increase in debt component - higher debt
costs, demand for higher yields due to increased business
risk, timing of debt issue, and maturation of low cost
issues.
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4. The Plan assumes that the intrastate toll settlement
ratio is Southern Bell's achieved toll rate of return with
the implication that it is not the same as the industry wide
toll rate of return. 1In actuality, the determination of the
settlement ratio is no more dependent on Southern Bell's
capital structure than that of any other participating
company.

FINDINGS OF FACT

|- The rendering of intrastate toll service in North
Carolina is a joint venture participated in by all telephone
companies in North Carolina charging unifora toll rates
approved by this Commission for this service. A fair and
equitable method has to be used to divide toll revenues
generated by this service among the companies, recognizing
their cost in the joint provision of this service. The toll
settlements have been conducted relying on the separation
procedures as contained in the Pebruary |97| issue of the
Separations Manual adopted by the National Association of
Requlatory and Otilities Commissioners and the Federal
Communications Commission.

2. Through the years, Southern Bell has acted as a
clearinghouse for the toll settlements. Negotiated Traffic
Agreements between Southern Bell and each of the
participating companies have been used to conduct these toll
settlenents. The Traffic Agreements have not included a
specific provision as such for recognition of the relative
cost of capital among the participating companies in
determining the settlement ratio used in the intrastate toll
settlements.

3. Over the years, prior to January |, 1973, both United
and Carolina participated in the toll settlements by means
of these negotiated Traffic Agreements.

4. The Pinancial Risk Plan is not consistent with the
accepted financial principle of leverage. Leverage provides
an increased return to the equity owner as compensation for
the increased financial risk on equity from a higher debt
obligation. The Plan would further increase equity return
by requiring the weighted cost of equity to remain constant
as the debt component of the capitalization increased over
and above the automatic increase in equity return through
leveraging. The Plan would provide for a minimum cost of
capital occurring with a capital structure consisting of
|00% equity capital.

S. Due to the Jjoint venture nature of the intrastate
toll service, a change in toll settlements to one coapany
would necessarily cause changes in the toll settlements of
all the other participating coampanies. If adopted, the
Pinancial Risk Plan as proposed by United would result in a
redistribution of toll revenues among the companies settling
with Southern Bell on a cost basis or a division of revenues
basis. Some of the companies, including United and Carolina



80 GENERAL ORDERS

would receive relatively more revenues while Southern Bell
and the high debt -financed companies would receive relative
less toll revenues. Such a Plan vwvould not affect the
companies settling with Southern Bell on a standard contract
basis.

6. This matter of intrastate toll settlements is subject
by law to the jurisdiction of the North Carolina Utilities
Commission as stated in Section 62-44 of the General
Statutes of North Carolina and as evidenced by the
Commission's fixing of the intrastate toll rates in North
Carolina and by the Commission’s decision in Orders Denying
Toll Rate 1Increase and Correcting Errors issued previously
in this Docket No. P-]0C, Sub 28 in which the Commission
ordered that the intrastate toll settlements be made using
Southern Bell's toll only rate of return and not their
combined 1local and toll rate of return effective January |,
1973.

CONCLUSIONS

| The Commission concludes that when it issued its
Oorder Denying Toll Rate Increase and Order Correcting Errors
dated June 30, (1972, and July 3, |972, respectively, in
Docket ©No. P-}00, Sub 28, it had intended that the
renegotiation of the Traffic Agreements would be directed
specifically to the guestion of changing from a combined
local and toll intrastate rate of return to the intrastate
toll only rate of return.

2. The Commission concludes that the Financial Risk Plan
is not consistent with the principles of finance employed by
this Commission in its determination of the minimua cost of
capital and is, therefore, inappropriate as a basis uponr
vhich to distribute North Carolina intrastate toll revenues.

3. The Commission concludes that the adoption of the
proposed Financial Risk Plan will further complicate the
intrastate toll settlement procedures and, consequently,
further complicate the regulation of this matter.

4. The Commission concludes that the evidence presented
on the key issues in this proceeding wvas sharply
contradictory and that the burden of proof to make a change
in the present intrastate toll settlement procedures at this
time by adopting the Financial Risk Plan was not fully
demonstrated by the Applicant,

5. The Coammission concludes that the intrastate toll
service in North Carolina is possible through the 3joint
undertaking of all the telephone companies in North Carolina
and that the present toll settlement procedures are not
exact and that inequities may be present in them warranting
a general investigation into the total matter of the
division of intrastate toll revenues to be initiated in a
separate docket to investigate any possible inequities and



TELEPHONE 8|

not to make any changes to the present toll settlement
process until the completion of this investigation.

IT IS, THEREFORE, ORDERED AS POLLOWS:

| That the adoption of the Applicant's proposed
Pinancial Risk Plan to modify intrastate toll settlement
procedures to recognize the relative cost capital in the
settlement ratio used in the intrastate toll settlements be
denied.

2. That the matter of the recognition of the relative
cost of capital to be used 1in determining the settlement
ratio used in intrastate toll settlements be considered,
among other aspects of the division of intrastate toll
revenues, in a general investigation to be conducted under a
separate docket into the matter of the division of
intrastate toll revenues among the participating companies
in North cCarolina.

3. That United Telephone Company of the Carolinas, Inc.
and Carolina Telephone and Telegraph Company shall continue
to conduct intrastate toll settlements with Southern Bell
Telephone and Telegraph Company by renewing the cancelled
Traffic Agreements between said parties modified only to
reflect using the intrastate toll only rate of return as
specified in Commission's Order Denying Toll Rate Increase
and Order Correcting Errors issued June 30, |972 and July 3,
1972, respectively, in Docket No. P-|00, Sub 28 to be
retroactive to January {, 1973.

4, That a copy of this oOrder be sent to all other
telephone companies settling intrastate toll revenues with
Southern Bell on a cost basis or division of revenues basis.

ISSUED BY ORDER OF THE COMMISSION.

This the 7th day of May, [974.

NORTH CAROLINA UOTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. P-|00, SUB 3|
BEFORE THE NORTH CAROLINA UTILITIES COMNISSION

In the Matter of
Investigation of Interconnection of
Subscriber-Provided Equipment with ) SOPPLEMENTAL
the Telephone Network of Telephone Companies )ORDER AMEND-
Onder the Jurisdiction of the North Carolina )ING PROPOSED
Otilities Commission. ) ROLE
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BY THE COMMISSION: Subsequent to its Order of June 29,
1973, in this Docket, the Commission has held public
hearings, received motions and coaments, and has further
considered the Quties and responsibilities of this
Commission: under the laws and statutes of North Carolinma to
deal with the matters under consideration in this Docket as
may be necessary to (]) ". . . provide fair regulation of
public utilities in the interest of the public, to prorote
adequate, economical and efficient utility services to all
the citizens and residents of the State, to provide just and
reasonable rates and sérvices without unjust discrimination,
undue preference or advantages, or unfair or destructive
competitive practices. . . ." (Korth Carolina ‘General
Statutes, Chapter 62, Section 2), and (2) ". . . ascertain
.and fix Jjust and reasonable standards, classifications,
requlations, practices, or service to be furnished, imposed,
observed or followed by any or all public utilities . . ."
{G. S. 62-43).

In the progress of this Docket, the Commission has
carefully considered every aspect of the broad public policy
issues involved in this investigation. We are inclined to
the view that the overriding concern of the Commission
should be the integrity of the public telephone network and
its continued availability to the gemeral papulation at
reasonable rates, Competition among suppliers or would-be
suppliers of telephone terminal equipment and station
apparatus may or may not lend itself to a more dependable
network and/or stable telephone rates, but we cannot
responsibly respond to our duty under the laws of this State
by mere conjecture on this point. ¥e do know that
experience has shown that the traditional approach of
relying upon certificated public utility telephone entities
to supply and be responsible for the great bulk of terminal
equipment and station apparatus has resulted in a reliable,
efficient, nationwide communications system at costs which
have enabled the great majority of our citizens to enjoy its
use and benefits.

We recognize that the last two decades have witnessed the
developnent of significant new dimensions of
telecomnmunications in the data field and that the public
utility telephone comrpanies have neither traditionally
supplied data transmitting and receiving terminal equipment
in the same way in which they have supplied station
apparatus for voice communications, nor have they
demonstrated their superior capability of rendering this
type of service, as they have for conventional voice
communications. The progress of this Docket and the instant
Order will reflect our recognition of this basic distinction
of needs and capabilities.

The Commission also recognizes the widespread use of
certain specialized customer-owned equipment such as
automatic announcement machines and automatic answering and
recording devices, and that the public interest would
indicate that the. continued use of such equipment under
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appropriate tariffs with appropriate interface devices would
require an exception for this type of equipment. This Order
will therefore reflect our recognition of this distinction
of customer needs and requirements.

While tending to the view that the certificated utilities
should be responsible for furnishing and maintaining all
conventional voice communication station apparatus and
terminal equipment, we recognize that non-affiliated
manufacturers of such equipment have offered and are
offering a wide variety of apparently useful devices not
offered by the certificated companies. While we tend to the
viev that an infinite variety of customer offerings is not
and should not be the goal of any well managed regulated
telephone utility, regulated companies should not be
insensitive to changing customer needs and tastes. F§e will
expect, and if necessary require, regulated companies to
exert every reasonable effort to avail themselves and their
customers of soundly engineered and efficiently manufactured
station apparatus and terminal equipment which can be
economically acquired, marketed, and maintained, and that
regulated companies should not and may not blindly and
obstinately rely solely upon affiliated suppliers of such
equipment purely out of family loyalty.

The Commission continues its emphasis on the promotion of
the availability of adequate and efficient station apparatus
and terminal equipment to North Carolina ratepayers and, to
that end, proposes to establish a reporting procedure
whereby the Commission will be advised monthly by each
telephone utility of the applications for such apparatus and
equipment which the utility fails or refuses to furnish.

Based upon the evidence, comments, and motions so far
received in this Docket, the Commission, in its judgment and
discretion, PFinds and Concludes that the proposed rule
promulgated with the Order of June 29, 973, should be
amended and clarified to express the Commission's declared
intent to deal as justly, fairly, reasonably and
specifically with the many and diverse facets inherent in
the question of whether and to what extent this Commission
should, wunder the laws of this State, allow and direct the
interconnection of customer-owned terminal equipment and
station apparatus to the telephone network o¢owned and
operated by the various public utilities <certificated to
conduct such business in the State of North Carolina.

IT IS, THEREFORE, ORDERED AS FOLLOWS:

. That the proposed Rule numbered R9-5 and promulgated
with the Commission's Order of June 29, 973, 1is hereby
amended by deleting said Rule in its entirety and
substituting in lieu thereof the proposed Rule attached to
and mad2 a part of this Order designated as EXHIBIT A TO
COMMISSION ORDER OF JUNE |2th, {974, IN DOCKET NO. p-j00,

SoB 31.
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2. That all subpoenas duces tecum heretofore filed in
this Docket are hereby disallowed.

3. That the evidentiary hearing commenced in this docket
on October 2, |973, and recessed by agreement of the parties
is hereby scheduled to be resumed on January 7, |975, at
10:00 A.M., in the Commission Hearing Room, One West Morgan
Street, Raleigh, North Carolina.

4. That objections to direct evidence tendered and
received into the record at the October 2, |973, hearing may
be made at the resumed hearing, at the time for cross-
examination of the witnesses, including motions to strike.

5. That any party desiring to submit supplemental direct
testimony prefile this testimony with the Commission and
serve a copy of said testimony on all parties of record on
or before December 6, |974.

6. That request to cross-examine any specific witness
whose testimony was received into the record at the October
2, 1973, public hearing or who files supplemental testimony
on or before December 6, 1974, shall be served on all
parties of record and filed with this Commission on or
before December 20, |974.

7. The Commission vill establish an appropriate
procedure for rebuttal evidence upon motion or notice of any
party desiring to offer said evidence.

8. That computers, data transmitting and receiving
terminals, fire alarm equipment, turglar alarm equipment, or
other non-voice communications equipment not usually offered
for service by a telephone company and automatic answering
and recording devices and automatic announcement devices may
be interconnected with the system of any public utility
telephone company operating in this State wunder duly
approved tariffs.

9. That telephone utilities operating in this State may
continue to authorize interconnection of telecommunications
equipment owned and operated by the following named entities
and customers, so long as adequate protection is provided to
eliminate potential harm to the telephone network, and said
telephone utilities are relieved from all responsibility for
service and maintenance of such equipment; executive
agencies of the United States and the State of North
Carolina; military forces of the United States; law
enforcement agencies of the State of North Carolina or any
political subdivision in the State; pipeline companies,
electric suppliers, railroads, public utility radio common
carriers and Western Union.

|0. That the above actions shall not apply to direct
interstate communications service, and telephone utilities
operating in this State may interconnect subscriber-owned or
subscriber-provided telecoamunications equipment for direct
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interstate communications service under such rules as may be
prescribed by the Federal Communications Commission.

ISSUED BY ORDER OF THE COMMISSION.
This the |2th day of June, [974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

EXHIBIT A TO COMMISSION ORDER OF JUNE |2, 974,
IN DOCKET NO. P-]00, SUB 3|

PROPOSED RULE FOR THE CONNECTION OF SUBSCRIBER
OWNED OR PROVIDED TELECOMMUNICATIONS EQUIPMENT

RULE R9-5. Telephone utilities to own, service, and be
responsible for certain equipment used in telecoammunications

service; interconnection of certain subscriber-owned or
subscriber-provided equipment prohibited.

(a) PFrom and after June |, 1975, no telephone public
utility doing business in North Carolina shall allow the
interconnection of its telecommunications system customer-
owned or provided station apparatus of terminal equipment of
the following types:

| PBX and PABX equipment
2. Key and push-button telephone equipment.

3. Main station and extension telephone sets, ringers,
bells, gongs, chimes, buzzers, jack equipment and
telephone set cords.

(b) Customer-owned or customer-provided equipment of the
type described in sub-paragraph (a) atove connected to any
telephone wutility system in this State prior to June |,
1975, under appropriate interconnection tariffs on file with
this Coammission may remain in service so 1long as said
equipment is useful to the customer for whom said
interconnection was initially provided or any successor
customer occupying the same premises upon which said
equipment is located.

(c) Por the purposes of this Rule, coamputers, data
transmitting and receiving terminals, fire alarm equipment,
burglar alarm equipment or other non-voice communications
equipment not usually offered for service by a telephone
company and automatic answering and recording devices and
automatic announcement devices shall not be deemed to be
station apparatus or terminal equipment as defined by this
Rule, and may be interconnected with the system of any



86 GENERAL ORDERS

public utility telephone coapany operating in this State
under duly approved tariffs.

(d) Telephone utilities operating in this State may
continue to authorize interconnection of telecommunications
equipment owned and operated by the following named entities
and customers, so long as adequate protection is provided to
eliminate potential harm to the telephone network, and said
telephone utilities are relieved from all respounsibility for
service and maintenance of such equipment; executive
agencies of the United States and the sState of North
Carolina; military forces of the United States; law
enforcement agencies of the State of North Carolina or any
political subdivision in the State; pipeline companies,
electric suppliers, railroads, public utility radio coamon
carriers and Western Union.

(e) This Rule shall not apply to direct interstate
communications service, and telephone utilities operating in
this State may interconnect subscriber-owned or subscriber-
provided telecommunications equipment for direct interstate
comnunications service under such rules as may be prescribed
by the Federal Communications Commission.

(f) PFrom and after January {, |975, each telephone public
utility company operating in North Carolina shall furnish to
the Commission a monthly report describing applications for
the types of station apparatus and terminal equipment,
enumerated in paragraph (a) above, which the utility has
failed or refused to furnish.
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DOCRET NO. W®W-|00, SUB 3
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

Installation of the Uniform System ) ORDER ADOPTING
of Accounts Edited and Compiled by the ) UNIPORM SYSTEM
National Association of Regulatory ) OP ACCOUNTS FOR
Utility Commissioners (Formerly National ) WATER UTILITIES
Association of Railroad and Utilities ) AS REVISED IN

Commissioners) for wWater Utilities. ) 1973 BY THE NA-

) TIONAL ASSOCIA-
) TION OF REGULA-
) TORY UTILITY

) COMBISSIONERS

BY THE COMMISSION. On November 25, |958, the Commission
issued an Order in Docket W-|00, Sub | ordering all water
utilities under the Jjurisdiction of the North Carolina
Utilities Commission with annual gross operating revenues of
$10,000 or more derived from sales of water to adopt the
Uniform System of Accounts for Water Utilities as adopted by
the National Association of Railroad and Utilities
Commissioners on April |, |957. The effective date of that
order was January |, |959. The Uniform System of Accounts
for Water Utilities was revised in [973 by the National
Association of Regulatory Utility Commissioners. The
revisions include additional accounts, definitions and
instructions which the National Association of Regulatory
Utility Commissioners considered necessary to recognize both
accounting changes as well as other changes in the water
industry since [957. This Commission is of the opinion that
these changes should be adopted by all water utilities under
the Jjurisdiction of this Commission with annual gross
operating revenues of $|0,000 or more derived from sales of
vater.

IT IS, THEREFORE, ORDERED that Commission Rule R7-35 is
hereby amended to read as follows:

Rule R7-35. Uniform System of Accounts. The
Uniform System of Accounts for Water Utilities as
revised in |973 by the National Association of
Regulatory Utility Commissioners is hereby adopted
as the accounting rules of this Commission for
water companies and is prescribed for the use of
all water utilities under the jurisdiction of the
North Carolina Utilities Commission having annual
gross operating revenues of $|0,000 or more derived
from the sales of water.
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IT IS PORTHER ORDERED, that those water companies now
exempt from this Order shall become subject to said Order
when their annual gross operating revenues reach or exceed

$)0,000.
ISSUED BY ORDER OF THE COMMISSION.
This 24th day of May, [1974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)
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DOCKET NO. E-7, SOB |52

BEPORE THE NORTH CAROLINA UTILITIES COMMISSION

Clark H. Kirkman, Jr., and wife, Eugenia K.
Kirkman, 8500 Fox Run, Potomac, Maryland

20854,

V.

Duke Power Company, Charlotte, North

Carolina

HEARD IN:

BEFORE:

APPEARANCES:

In the Matter of

Complainants

)
)
)
)
)
) ORDER
)
)
)
)

Defendant

The Commission Hearing Room, One

West Morgan Street, Ruffin Building,
Raleigh, North Carolina, on September
19, 1973, at 9:30 A. M.

Chairman Marvin R. Wooten (Presiding),
and Commissioner Ben E. Roney.

Commissioner Hugh A. Wells to read the
record and participate in the decision.

For the Complainants:

filliam T. Crisp, Esq.
Crisp & Bolch
Attorneys at Law
P. 0. Box 75|
Raleigh, North Carolina 27602
Por: Clark H. Kirkman & Wife, Com-
plainants

Robert S. Cahoon, Esq.
Cahoon & Swisher
Attorneys at Law
232 W. Market Street
Greensboro, North Carolina 2740
For: Clark H. Kirkman & Wife, Com-
plainants

For the Respondent:

¥. I. Ward, Jr., Esq.

Attorney at Law

422 S. Church Street

P. O. Box 2|78

Charlotte, North Carolina 2820|
For: Duke Power Company

Daniel W. Fouts, Esgq.
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Adams, Kleemeier, Hagan, Hannah & Fouts
Attorneys at Law
P. 0. Box 3463
Greensboro, North Carolimna 27402
For: Duke Power Company

For the Commission Staff:

Maurice W. Horme, E=sg.

Assistant Commission Attorney

North Carolina Utilities Commission
Ruffin Building

Raleigh, ¥orth carolina 27602

and

Robert Page, Esq.

Assistant Commission Attorney

North Carolina Utilities Commission
Ruffin Building

Raleigh, North Carolina 27602

BY THE COMMISSION. This matter came on for hearing before
Chairman Marvin R. Wooten (Presiding), and Commissioner Ben
E. Roney with Commissioner Hugh A. Hells to read the record
and participate in the decision on September |9, (973, on
the complaint of Clark H. Kirkman, Jr., and wife, Bugenia K.
Kirkman against Duke Power Company.

Kirkman's complaint was filed with the Commission on
February |5, 1973, alleging certain wrongful and damaging
acts and plans on the part of Duke in conrnection with the
proposed construction of a high—-voltage transmission line by
Duke across property owned by Kirkman in Fentress Township,
Guilford County, North Carolina. The complaint was served
on Duke by the Cormuission's Order of February 2|, |973, in
which Order Duke was notified to answer or otherwise plead
to the conplaint within 20 days of the service of the oOrder.

On February 23, 1973, Duke filed its Answer to the
complaint, setting forth certain defenses therein, and
praying that the complaint be dismissed. Duke's answer was
served on Kirkman by Commission Order of February 27, [973.

On March |5, (973, Kirkman filed Reply to Duke's answer,
vherein they set forth certain further allegations of facts
and circumstances, and prayed that the issues raised in the
pleadings be set for hearing before the Commission.

Oon March 20, |973, Duke filed its Motion to Dismiss for
failure to state a cause of acticn and, in the alternative,
that the complaint be disnissed for want of jurisdictionm.
By its order of #March 27, |973, the Commission set Duke's
Motion ¢to Dismiss for Oral Argument on April |0, |973.
Arqurent was duly heard before Chairman Wootem (Presiding),
and Conmissioners McDevitt, Roney and FWRells. Duke was
represented at the Oral Argument on its MHotiom to Dismiss by
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William 1I. Wward, Jr., FEsquire, of the Charlotte Bar, a
member of Duke's Legal Staff. Kirkman was represented at
the Oral Argument by Robert S. Cahoon, Esquire, of the
Greeensboro Bar.

Opon consideration of the able argument of counsel, the
Commission issued its Order of June |2, |973, denying Duke's
Motion to Dismiss and setting the matter for hearing before
the Commission. Chairman Wooten dissented froam the Order of
June | 2. on June |8, 1973, Duke filed Exceptions to the
order of June |2, but did not request to be heard on its
Exceptions.

By various oOrders, the matter was continued and finally
set for hearing on Septeamaber |9, |973. At the hearing,
Kirkman was represented by Mr. Cahoon and by William T.
Crisp, Esquire, of the Raleigh Bar. Duke was represented by
Mr. Ward and by Daniel T. Fouts, Esquire, of the Greensboro
Bar. Kirkman went forward with the evidence, presenting the
testimony and exhibits of three witnesses: Mr. Frank A.
Jenkins, Vice President, Transeission and Electrical
Installations, Duke Power Company; Mr. Clark H. Kirkman,
Jr., and Dick Booth, a registered professional engineer of
the firm of Booth and Associates of Raleigh.

Jenkins was examined and testified extensively as to the
location of Duke's substation facilities in the neighborhood
of the Kirkman property; certain other property owned by
Duke in the neighborhood; Duke's proposed transamission line,
a portion of which would cross the Kirkman property; the
nature and terrain of the Kirkman property and property
adjacent to it; alternative means of routing the
transmission line across or around the Kirkman property; and
design principals involved in transmission line construction
and location.

Kirkman was examined and testified extensively as to the
nature and location of his property; its use for forestation
purposes in the past and at present; his plans for future
use and development of the property; his atteapted
negotiations with Duke over the location of the proposed
transmission 1line; the w®manner in which Duke's planned
construction would affect and damage his property; and
environmental criteria for the <construction of electric
transmission lines and facilities.

Booth was examined and testified as to his study of maps
and aerial photographs of the Kirkman property and the
immediate vicinity; his experience 1in the design and
construction of transmission lines and facilities; his study
of Duke's proposed 1line and its impact on the Kirkman
property; and his study of and recommendations as to certain
alternative routes for Duke's proposed line.

Kirkman placed into evidence a number of aerial
photographs, maps, and plats of the Kirkman property and
other property in the neighborhood, showing the present
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nature of the property, Duke's proposed 1line, possible
alternative 1location for Duke's proposed line, and proposed
or possible subdivision of the Kirkman property into
residential lots and tracts.

Duke presented the testimony of a single witness, Mr.
James L. Bskridge, Jr., a Greensboro real estate broker, who
testified as to the nature and value of the Kirkman property
and its potential for development and as to how these things
might be affected by Duke's proposed transmission line
construction across or through the Kirkman property.

During the <course of the hearing, Duke did not renew its
Motion to Dismiss, neither at the <close of Kirkman's
evidence nor at the close of all the evidence.

Pollowing the hearing, simultaneous briefs were filed by
both parties on November {3, 1973.

Based wupon the entire record, the Commission makes the
following

FINDINGS OF FACT

| Complainants are the owners of a certain tract or
parcel of real property in Fentress Township, Guilford
County, North Carolina, said tract being approximately |02.6
acres in size.

2. Defendant is a duly certificated public utility firm
doing business in North Carolina and more particularly in
Fentress Township, Guilford County, North Carolina.

3. Duke 1is proposing and has plans to construct a 230-
kilovolt electric transmission line, with supporting
structural towers, for a distance of approximately 3,592
lineal feet across the property owned by Complainants in
Fentress Township, requiring a right-of-way of |00 feet in
width, upon which Duke proposes to place five 1large steel
transmission towers. The segment of 1line <crossing the
Kirkman property is a portion of a line from Duke's Beleus
Creek generating facility in Stokes County, North Carolina,
to its Pleasant Garden's substation in Guilford <County,
North Carolina, the total transmission project being
approximately 20 miles in length.

4. The proposed Duke transmission line would cross the
Kirkman property 1i1n a generally north-south trajectory,
generally along the highest elevation of said property.

Se Said line, when constructed, would be clearly visible
from any point of orientation on said property and generally
throughout the neighborhood.

6. Duke owns certain property in the vicinity of the
Kirkman property along which it would be physically possible
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to route a large portion of the line proposed across the
Kirkman property.

7. Complainants have offered Duke an alternative
location along a lower elevation of their property, where,
if 1located, said 1line would Lbe less visible from a large
portion of said property.

8. Said 1line, if constructed as proposed by Duke, will
have a significant visual impact upon persons residing upon
or near the Kirkman property. If 1located in the
alternatives proposed by Complainants, said visual impact
would be significantly diminished.

9. The record 1is not clear or conclusive as to the
comparable cost of constructing the segment of 1line in
question as proposed by Duke compared to alternatives
proposed by Complainants.

[0. Of the approximately 20 total miles of right-of-way
needed for the construction of the entire 1line, Duke has
acquired the right to use all of the property needed by it
in the construction of the line except the portion crossing
the Kirkman property.

ll. This Commission has not promulgated or established
rules or requlations setting forth or dealing with design or
construction criteria for wuse or guidance of public
utilities in the planning or construction of electric
transmission lines by said public wutilities in North
Carolina.

Based upon the foregoing Findings of Pact, the Commission
makes the following

CONCLUSIONS

The gravamen of the complaint in this matter is that the
Defendant, Duke Power Company, has acted or proposed to act
in an unreasonable and arbitrary manner to the detriment and
damage of the complainants, and contrary to and in
contravention of the 1laws and statutes of the State.
Inherent in the complaint is the question of the
Jurisdiction of this tribunal to hear the complaint,
consider the evidence, and to render a judgment.

The public policy of the State of North Carolina as it
pertains to the organization, existence, acts, and
activities of public utilities is principally enunciated in
Chapter 62 of the General Statutes. The public policy of
the State as it relates to the environmental ethic is
principally enunciated in Chapter ||3-A of the General
Statutes. Construed together, we conclude that the acts and
activities of public utility firms operating in North
Carolina are not free from considerations of environmental
criteria and that this tribunal is charged with the judicial
responsibility to determine whether or not public utility
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firms 1in this. State are operating their various and
respective enterprises in a @manner conpatible with the
spirit of the Environmental Policy Act of [97]. Such
determinations, however, cannot be properly made in a
judicial or regulatory vacuum, but must be achieved in a
context of due process for all concerned. This coaplaint
proceedings viewed further in the 1ight of the broad grant
of regqulatory authority and duety stated in Chapter 62,
indicates that the acts and activities of public utilities
in Worth Carolina are gemerally subject to the review and
judgment of this Commission as those acts and activities
relate to the furnishing to individual comnsumers and the
public at large of their services which are affected with a
public interest, the franchise for which has been granted by
the State to the utility. B careful reading of the
pertinent provision of Chapter 62 leaves no doubt as to the
duty and responsibility of this Commission to exercise its
regulatory judgment in a m@manner which will establish a
proper balance between the economic interest of the utility
in providing a «critical public utility service at a
reasonable return and the right of the individuval citizen,
private or corporate, in the enjoyment of that service at
reasonable costs and in a sensible and safe manner. It is
therefore basic 1law 1in this State that the grant of
franchise to a public utility carries with it the
requirement of reasonable conduct in the discharge of its
business functions. ©No public utility may, under the cloak
of franchise, act arbitrarily and unreasonably in the
conduct of its business and in the providing. of its service
to the public without being answerakle to the law or the
jarisdiction. Assuming such arbitrary and unreasonable acts
on the part of the public utility in the providing of its
service to the public or to individual citizens, the proper
forum for the consideration of such matters may be either
this Commission or the General Court of Justice, depending
upon the nature of the complaint and the relief sought in
this matter. The nature o0f this coaplaint is that the
Defendant, Duke Power Company, has acted or proposes to act
in an unreasonable and arbitrary manner in the construction
of an electric transmission line, the purpose of which is to
provide electric service to individual citizens and the
public in general in North Carolina, and the relief sought
is an order to alter the plans of Duke Power Company for the
construction of said line and to reguire that the proposed
transmission line be constructed in a different manner and
particularly in a different place. This is the proper forum
for the consideration of such a complaint.

Under the present laws and statutes of North Carolina and
the Rules and Regulations of this Commission, we conclude
that, upon the evidence in this case and the facts found
herein, the Defendant, Duke Power Company, has not acted
arbitrarily in the location of the transmission line in
question. It appears clear and uncontroverted from the
record in this matter that the line in question is of such
length and size that it would be expected to cross or
traverse the property of many persons, including that of the
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Complainants, and the record is clear and uncontroverted
that Complainants' property is the missing link; that is,
all other property rights needed for the construction of a
line of approximately 20 niles in length have been acquired
by Duke. There is no showing that Duke singled out the
property of Complainants for arbitrary routing of the line.
The record here reflects an unyielding and intransigent
attitude on the, part of Dunke's officials and agents, but
their acts and activities herein considered do not reach the
arbitrary level.

Until such time as this Commission properly promulgates
and adopts appropriate rules and regulations for the design,
construction and location of high-voltage transmission lines
by electric utilities in this State, it will be difficult
for us to apply our judgment ex post facto to such design
and construction so as tos conclude in a particular instance
that the utility has acted arbitrarily.

He conclude that it is not necessary under the laws of
North Carolira for a public utility to obtain from this
Conmission a Certificate of Public Convenience and Necessity
for the construction of a high-voltage electric transmission
line, nor is it necessary under the provisions of the
Environmental Policy Act of {97| for such a utility to file
with any agency of the State of North Carolina an
environmental impact statement before undertaking such
coastruction. In so concluding, we enunciate the caveat
that suchk construction is not in any sense to be undertaken
at the whim or caprice of a public utility, but is, in the
broad regulatory framework set forth in chapter 62, subject
in a proper case to the review and Jjudgment of this
Commission. High-voltage transmission lines are very
expensive to build and wmaintain and therefore are first
cousins to generating facilities, which facilities are
subject to formal, prior certification. Such high-voltage
transmission lines make critical demands upon the use of
land resources and are therefore to be reasonably built and
maintained in keeping with the broad public policy set forth
in the Environmental Policy Act of [|97]|.

Consistent with the foregoing Findings of Fact and
conclusions, it is, therefore,
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ORDERED
That the relief prayed for herein is hereby denied, and
the complaint of Clark H. Kirkman, Jr., and vife, Eugenia K.
Kirkman, is hereby dismissed.
ISSUED BY ORDER OF THE COMMISSION.
This the |st day of February, |974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)
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DOCKET NO. E-2, SUB 234
BREFORE THE NORTH CAROLINA UTILITIES COMMISSION
In the Matter of

Application of Carolina Power ) ORDER APPROVING FOSSIL FUEL
and Light Company for ) CLAUSE AND REVENUE
Authority to Adjust Its Elec- ) COLLECTED UNDER IT THROUGH
tric Rates and Charges ) SEPTEMBER 30, 974

HEARD IN: Commission Hearing Room, Raleigh, North Car-
olina, and the Cities of Wilmington and Ashe-
ville, North Carolina

DATE: July 9, 1974, through September |9, |974

BEFORE: Chairman Marvin R. Wooten, presiding,
Commissioners Hugh A. Wells, Ben E. Roney,
Tenney I, Deane, Jr,, and Geoxge T, Clark, Jr.

APPEARANCES:
For the Applicant:

R. C. Howison, Jr.

Joyner and Howison

Attorneys at Law

Wachovia Bank Building
Raleigh, North Carolina 27602

William E. Graham & Sherwood H. Samith, Jr.
Carolina Power and Light Company

P. 0. Box 55|

Raleigh, North Carolina 27602

For the Protestants:

Thomas R. Eller, Jr.
Cansler, Lassiter, Lockhart & Eller, P. A.
Attorneys at Law
1010 NCNB Building
Charlotte, North Carolina 28|05
For: The N.C. Textile Manufacturers
Association, Inc.

For the Intervenors:

Robert C. Hudson
Office of General Counsel
Department of Navy Counsel
Atlantic Division
Naval Facilities Engineering Command
Norfolk, Virginia 235]|
For: Executive Agencies of United States
of America
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For the Intervenors - continued:

Andrev G. ¥illiamson
Mason, Williamson, Etheridge & Moser
Attorneys at Law
600 E. South Main Street
Laurinburg, North Carolina 28352
For: Southern Tri-County Ginners Asso-~
ciation

J. Melville Broughton, Jr.
Broughton, Broughton, McConnell & Boxley
Attorneys at Law
P. O. Box 2387
Raleigh, North Carolina 27602
For: Ball Corporation, Asheville, N.C.

I. Beverly Lake, Jr.
Jerry J. Rutledge and Robert Gruber
Department of Justice
P. 0. Box 629
Raleigh, North Carolina 27602
For: The Using and Consuming Public

For the Commission staffs:

Wilson B. Partin, Jr.
Assistant Commission Attorney
Jerry B. Pruitt

Essociate Commission Attorney
P. 0. Box 99|

Raleigh, North Carolina 27602

BY THE COMMISSION. This matter is before the Commission
upon the application of Carolina Power and Light Company
(hereinafter referred to as "CP&L™) filed with the
Commission on January 25, {974, for authority to adjust its
retail electric rates and charges by the addition of a
fossil fuel adjustment clause. By Commission Order dated
February S5, |974, the Conmission authorized and permitted
CPEL to place into effect an interim fossil fuel cost
adjustment clause. The Commission further consolidated
Docket E-2, Sub 234 with Docket E-2, Sub 229 and ordered
that evidence heretofore presented in this matter be subject
to cross—examination and further review before final
disposition as part of Docket E-2, Sub 229,

By Order dated March 3, [|974, the Commission modified its
Order of February 5, 1974, to provide for an undertaking for
refund pending final determination of all revenue collected
under the fossil fuel adjustment clause,

The Commission recognized the Notice of Intervention of
the Attorney General in Docket B-2, Sub 229 to which E-2,
Sub 234 vas consolidated and allowed Petitions to Intervene
in both dockets by the North Carclina American Federation of
Labor and Congress of Industrial oOrganizations (A.F.L.-
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C.I.0.); North Carolina Textile Manufacturers Association,
Inc.; Horth Carolina Consumer Council, Inc.; United States
of America, Department of the Havy, Atlantic Division, Naval
Pacilities Engineering Command; The City of Asheville;
Southern Tri-County Ginners Association; and Ball
Corporation.

on HKarch |8, |974, the City of Asheville filed an
application for leave to withdraw as an Intervenor. By
Commission oOrder dated #arch 25, (974, the Commission
allowed the Application of the City of Asheville to withdraw
as an Intervenor.

The Attorney General appealed the Commission®s Order of
February 5, |974, authorizing CPEL to implement a fossil
fuel adjustment clause. The Court of Appeals allowed a
Notion to dismiss the appeal from the Order and subsequent
efforts by the Attorney General to obtain review in the
Supreme Court by appeal and by certiorari were unsuccessful.
File Number 74)00C 539

On June |2, |974, the Commission issued an Order requiring
publication of the final Notice setting the case for public
hearing.

The Commission held public hearings for nineteen days
beginning on July 9, |974, and going through September |9,
1974, in Raleigh, Wilmington and Asheville.

Briefs were filed in this proceeding on October 3|, |974.

At the public hearings, the Commission received the pre-
filed written testimony of witnesses of the Applicant, the
Staff and the Intervenors, and each witness was tendered for
cross~-examination and the transcript will show a full and
ample right of all parties to introduce all relevant
evidence and exhibits and to cross-examine all proposed
evidence and exhibits of all other parties.

With respect to fossil fuel adjustment clause, CPEL
offered the testimony and exhibits of the following
witnesses: Shearon Harris, Chairman of the Board, President
and Chief Executive Officer of CP&L, testifying on the
uncertainties created by the energy crisis and the need for
a fuel clause; Bruce C. Netschert, Economic Consultant,
testifying on the price outlook for fossil fuel for CPEL,
and the management of its fuel purchases under recent market
conditions; Edwin E. Utley, Vice President of the Bulk Power
Supply Department of CPEL, testifying on fuel purchasing
practices, the recent erratic market conditions that exist
in the fossil fuel market; and Samuel Behrends, Jr., Vice
President and Director of BRates and Reqgulations for CPEL,
testifying on the advantages and disadvantages of the
proposed fuel clause.

The N.C. Textile Manufacturers Association, Inc., offered
the testimony of Dr. Charles E. Olson, Professor of Public
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Otility Economics at the University of Maryland, testifying
on the appropriateness of the use of a fossil fuel clause.

The Commission Staff offered the testimony and exhibits of
Mr. Andrew H. Rilliams, Chief of the Electrical Section in.
the Engineering Division, as to the advantages and
disadvantages of automatic adjustment clauses and as to the
relative effectiveness of the proposed automatic fossil fuel
cost adjustment clause.

As a result of the Commission®'s continuing surveillance
program of the operation of the fossil fuel clause in effect
on an interim basis, the Commission on September 30, |974,
directed its staff to broaden the scope of its monthly
investigations into the operation of CPEL's clause and to
quantify reasons for the differences in the monthly
surcharges of CPSL, Duke and VEPCO. In addition, the Staff
was directed to investigate the fuel purchasing practices
and policies of each utility.

By further Commission Order issued November 27, |974, the
Commission set further hearings in this docket for January
30, 1975, and separated it from Docket E-2, Sub 229 for
decision and further hearings, and ordered that the record
of the consolidated hearings be made a part of the record in
both dockets.

By a separate Commission order dated Kovember 27, (974,
the Commission merged Docket E-2, Sub 247, a Complaint by
the Attorney General, into this docket (E-2, Sub 234) for
investigation, and further hearings, and final decision.

ISSUES

Rates charged by electric utilities are a composite of
three distinct charges: demand, energy, and customer
charges. Normally fuel and fuel related cost are recovered
in the energy portion of the rates. Basic electric rates
are based on many factors and these basic rates are expected
to remain in effect over a period of time. By the very
nature of a rate application case, it takes many months to
change these basic rates. Each case is bottomed in part on
an assumed price of fuel, for, to a large extent, fuel is
the raw material of electricity. So when the price of this
fuel fluctuates rapidly and spirals upward, it destroys one
of the primary foundation stones of the basic rates. This
produces a time lag for the utility company whose rates were
based on a much lower fuel price, and whose basic rates
cannot be changed except by a time-consuming process. One
means of adjusting rates for rapidly changing fuel costs in
a period of severe fuel market instability is to have a
surcharge placed upon the basic rates to reflect the true
and rapidly changing fuel costs not reflected in the basic
rates. This same fuel ad justment will reduce the consumer's
total bill (Basic rate plus adjustment for fuel) if and when
the price of fuel is less than that assumed in the basic
rates. The surcharge under consideration here is calculated
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by subtracting the established base cost of fossil fuel
reflected in the fossil fuel adjustment formula from the
actual monthly cost of fossil fuel burned in the generation
of electricity. Ideally, the base cost of fossil fuel
reflected in the fuel adjustment formula equals the base
cost of fossil fuel recovered in the energy portion of the
rates. The total dollar increase in fossil fuel is divided
by total monthly sales to yield a dollar per KWH factor
vhich is applied to customers! bills in the second month
following the generating month. 1In effect, the ratepayer
vould pay the amount by which current costs for fossil fuel
exceed the base cost of fossil fuel in the fuel clause,
corresponding proportionately to the KWH the ratepayer
consumes. The Commission monitors the operation of the
formula and monthly charges to protect the consumer against
overcharges.
FINDINGS OF FACT

[ The largest single item of expense for CPEL in |973
vas fossil fuel used for electric generation. During the
test year, [|973, CP&L spent approximately |06.2 million
dollars for fuel for generation of power for an increase of
seven times over the |960 expenditure of (3.9 million
dollars.

2. CPEL used approximately 7.8 million tons of fossil
fuel in the generation of electricity during the test year
1973.

3. CPEL's fossil fuel consumption for 1973 was
approximately 7.8 =aillion tons or an increase of
approximately |6.4 percent over the 6.7 nmillion tons
consumed during the calendar year |972. The average price
of coal (the major fossil fuel consumed) increased from
46.79 cents per million Btu in January, |973, to 92.5 cents
per million Btu in June, [|974, or approximately a |00
percent increase in burned coal cost in approximately one
and a half (| |/2) years. O0il increased from 49.|6 cents
per million Btu in January, (973, to |76.84 cents per
million Btu in March, |974, for an increase of over 350
percent. Gas experienced much ssaller increases in cost
from 50.52 cents per million Btu in January, |973, to 58.|5
cents per million Btu in March, |974. Total burned fossil
fuel cost increased from 47.80 cents per million Btu in
January, (973, to 78.25 cents per million Btu in March,
1974, for an increase of over 50 percent. These sudden and
drastic increases in the cost of fossil fuel used in
electricity generation have resulted in large increases in
the cost of producing electric power. Such increases cannot
be recovered in CP6L's rate design without an automatic
adjustment for fuel costs without further deterioration of
earnings before general rate cases can be filed properly
noticed and heard under the procedure for general rate
cases.

4. The demand for coal (CP&L's predominant fuel)
continually increases, while the production of coal appears



102 ELECTRICITY

to be 1leveling off or decreasing. The electric utility
industry is the single 1largest consumer of coal in the
nation. The Commission takes judicial notice of the coal
industry estimates of a total consumption of coal of 659
million tons, of which 435 mnillion will be consumed by
electric utilities.

5. CP&L has been unable to earn the return on its common
stock equity found to be fair and reasonable by this
Commission. This shortfall in earnings has been caused, in
part, by the sharp rise in the cost of fossil fuel. A
continuing shortfall in earnings could result in higher
rates to the customer and possibly jeopardize service.

6. At last count |96 privately owned electric utilities
in 43 states had fuel adjustment clauses in operation. To a
large extent coal, oil and gas are burned in the same plant
facilities, and thus, a reasonable adjustment clause should
include all fossil fuels. A fossil fuel clause would allow
the pass-through of the increased cost of fuel in the
monthly electric bill in an amount to reflect no more than
the actual -increase in the cost of fossil fuel over the base
cost of the fossil fuel clause. Such a fuel clause must be
administered so as not to increase the rate of return to
CP6L. The clause constitutes only a pass—-through of the
expense incurred by CP&L in the production of each kilcwatt
hour of electricity in the form of a direct surcharge for
each kilowatt hour consunmed.

7. A UEWH" type of fuel clause, as opposed to a "Btu"
type clause, adjusts for improvements in generation
efficiency and appropriately passes any savings to the
ratepayer.

8. A reasonable base cost for CP8L?’s fossil fuel cost
adjustment clause amounts to .005|3 cents per kilowatt hour,
vhich was the cost of fossil fuel for the month of -June,
§973, using the average heat rate for the twelve (}|2) months
ending June 30, (973. This base cost is derived from the
costs of fossil fuels shown on monthly reports filed with
the Comnission.

9. The fossil fuel cost adjustment factor applied to
bills rendered in September, |974, wvas computed based on
July, {974, burned cost of fossil fuel. All of which fossil
frel wvas purchased prior to July 31, 1974.

]0. In view of the circumstances surrounding the fossil
fuel nmarket, the fossil fuel adjustment clause is a
reasonable method by which CP8L can recover a part of its
reasonable operating expeuses.

COKCLUSIONS
The Conwmission concludes from all of the evidence in this

proceeding that it is necessary and essential and in the
public interest to approve the revenues collected by CP6L
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under its fossil fuel cost adjustment clause from bills
rendered through September 30, |974. The adjustment factors
used on bills rendered through September 30, |974, are based
on fossil fuel (coal primarily) purchased and burned prior
to July 3|, 1974. Failure of the Commission to approve
revenues of the magnitude involved would seriously impair
the Company's ability to earn the return set by the
Commission as just and reasonable.

The Commission also concludes that the cost of coal and
oil continue to spiral wupward exceeding the estimates
projected by the Company.

In this and other recent dockets involving CPEL and other
electric wutilities operating in North Carolina, this
Commission has heard and considered voluminous evidence on
the supply and price of coal and on the procuresment
practices of the particular utilities. Aadditionally, the
Commission, through various conferences, contacts, and
correspondence with the FPederal Power Commission and the
Federal Energy Administration, has kept itself informed as
to continuing developments relating to the supply and price
of coal, as well as other fossil fuels used in the
generation of electricity.

Beginning in 970, coal prices began to move sharply
upward from pre-|970 levels. Expressed in price units per
million Btu (burned cost), the wunit prices moved from a
range of 26 cents to 29 cents per million Btu to a range of
4] cents to 45 cents per million Btu by the end of (97| or
early |972, at which levels prices became stable until the
last quarter of |973.

With the advent of the petroleum shortage of the fall and
winter of |973, several circumstances combined to result in
rapid and sharp rises in the price of coal. At that time,
although coal was not in short supply, it was not in
abundant supply. There was apparently a sufficient supply
of coal for the use of those electric utilities in North
Carolina and other southeastern states who depend primarily
on coal for generation. The Federal Energy Administration
decided that one means of alleviating the petroleum shortage
would be for Eastern Seaboard electric utilities who had
stopped using coal but still had coal-burning capacity to
switch back to coal (where possible) for the |973-74 winter
season. Upon 1learning of the position and actions of the
FEA in this regard, this Commission, in a meeting with FEA
officials at the Federal Power Commission offices in
¥ashington in December, |973, urged the FEA officials not to
pursue their intended actions to bring additional demands
upon the coal market because we were convinced that there
was not enough coal to allow for such additional demands
without resulting in an imbalance of supply and demand, with
the result that prices would inevitably be forced upward.
We also called to their attention that coal hopper cars were
in short supply, and that significant increases in coal
shipmrents to northeastern utilities would cause delivery
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problems for utilities in WNorth Carolina and other
southeastern states. He reinforced these views through
correspondence with the FEA and the FPC. Our suggestiomns
and warnings were ignored.

puring the winter of |973-74, we contacted all members of
the North Carolina congressional delegation, calling their
attention to the potential problems related to PEA policy,
and although the wmembers of the delegation responded with
similar pleas to the FEA, their suggestions and pleas were
sabstantially ignored.

Prom December of |973 forward, coal became increasingly
hard to obtain. Contract deliveries began to 1lag; Btu
content of delivered coal deteriorated; hopper cars becanme
in short supply:; and spot coal hecame progressively harder
to buy and more and nore expensive. To sum up, the price of
spot coal of acceptable quality and Btu content went from a
range of $8.00 to £(2.00 per ton in the fall of (973 to
$18.00 to $23.00 per tom in early 974 to $25.00 to $30.00
per ton in the spring of [974 to $35.00 to $45.00 per tom in
the sumner of |974.

It is clear to us that these rapid price increases in spot
coal, reaching almost 400 percent within less than a year,
were not completely cost related but resulted in large
neasure from coal producers and sellers taking advantage of
a crisis of supply of fossil fuels available to the Awerican
people to gain unprecedented and excessive profits for
themselves.

These market fortces to which we have alluded and with
which CP&L has had to deal are beyond the ability of either
this Compission or CP&L acting alonme to control. Under
these adverse and unfortunate circumstances, we are
compelled to allow CPEL to recoup these great increases in
fossil fuel cost in a just and reasonably expeditiocous and
orderly manner, for to do otherwvise would imperil CPEL's
ability to operate and provide service.

The Commission further concludes that the substantial
increase in the cost of fossil fuel has contributed to the
shortfall in earnings experienced by CPEL.

The Commission concludes that savings resulting from
improvements in dgeneration efficiency will automatically be
passed on to the customers in the operation of the fossil
fuel clause.

During 1973 CP&L incurred a cost of fossil fuel
significantly in excess of that recovered by CP&L in the
energy portion of the rates charged to its customers. 1In a
fuel market in which there exists steadily increasing
prices, CP&L will continually experience a shortfall in
earnings in that rates designed without an adjustment clause
vill not permit CP&L to recover the cost it incurs in
purchasing fossil fuel. In light of these circumstances, a
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fossil fuel adjustment clause is a Jjust and reasonable
method of recovering the costs CPEL incurs in its purchase
of fuels.

The Commission concludes that the cost of fossil fuel
incurred by CP&L is a reasonable operating expense to the
extent that CP&L exercises sound management practices in
negotiating with suppliers and to the extent that CP&L pays
a reasonable price for the fuels purchased.

The Commission concludes that a fossil fuel adjustment
clause is a part of the rate to be fixed by the Commission
pursuant to G.S. 62-|33. The Commission further concludes
that G.S. 62-|33(b) (5) directs the Commission to fix rates
to be charged as will earn in addition to reasonable
operating expenses the rate of return on the fair wvalue of
the property which produc2s a fair profit. Thus, the
Commission concludes that for the purpose of approving a
fossil fuel adjustment clause, the Commission should
determine whether the Company's operating expenses are
reasonable in that the clause will not increase CP&L's rate
of return, but will merely slow attrition of the rate of
return. The rate of return on the fair value of the
property used and useful in providing service will be
determined in the general rate case, E-2, Sub 234, and which
has been separated from this docket for decision.

The Commission concludes that its system of monitoring the
operation of the fossil fuel clause will insure that CP&L
acts 1in accordance with sound management practices in its
negotiations, as well as protect the ratepayers of North
Carolina from CP&L recovering more through the fossil fuel
clause than its reasonable operating expenses as they relate
to cost of fossil fuel increases above the base cost in the
fossil fuel clause.

IT IS, THEREFORE, ORDERED AS FOLLOWS:

}. That the fossil fuel adjustment clause set forth in
the Company's application filed on January 25, |[|974, and
approved on an interim basis by Commission Order of February
S, 1974, is hereby approved on the basis herein set forth.
All revenues collected thereunder from bills rendered
through September 30, |974, be, and the same hereby are,
approved.

2. That the Commission shall continue its investigation
and proceed with the hearings scheduled for January 30,
1975, into the application of the clause and the fossil fuel
purchasing procedures and policies of CPEL to the extent
that they affect the fossil fuel adjustment factors applied
to bills rendered after September 30, |974.

3. That the undertaking for refund required by
Commission Order dated March |3, |974, be, and the same
hereby 1is, discharged and cancelled with respect to all
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revenues collected under CPSL's fossil fuel clamse on bills
rendered tirough September 30, |974.

4. That CP&L shall continue to file with the Commission
monthly reports on the amount of the fuel cost adjustment
factor and the factors and coaputations used in its
derivation. This form is to be expanded to include all
items shown in the form attached as Appendix "A."

ISSUED BY ORDER OF THE COBHAISSICK.

This |9th day of December, |974.

HORTH CAROLINA OTILITIES COMAISSION
Katherine ¥. Peele, Chief Clerk

(SEAL)

Commissioner Fells concurs with result only.

APPENDIX "a"®
CAROLINA POWER & LIGHT COMPANY
POSSIL FPUEL ADJUSTMENT CLAUSE
MORTHLY REPORT
Date:
TO: North Carolina Otilities Commission
The Fossil Fuel Adjustment Clause factor applicable to
North Carolina retail sales billed in the oonth of
s 197_, is 3 per KWH, based on fossil

fuel expense, generation and total sales in the month of
e r 197_, conputed as follows:

fe Total Cost of Fossil Puel Burned $
2. Base Cost ($0.00513 x Fossil Fuel
Generation of KWH) $
3. Difference (|. - 2.) $
4. Total System Sales — KWH
5. Factor Before State Taxes (3. = &4.) $____
6. Tax Factor o
7. Adjustment Factor (5. = 6.) $
8. The estimated generation mix for the

current billing month (% Possil,
% Nuclear)
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9. The generation mix for the second month
preceding the current billing month
(% FPossil, % Nuclear)

10. The fossil fuel fired generating plant
efficiency, the "heat rate," i.e., the
number of Btu which must be consumed to
produce one KWH of electric energy.

1l The average heat content of coal
expressed in Btu per pound.

| 2. Amount billed under Fossil Fuel
Ad justment Clause Factor applicakle to
North Carolina retail sales month

of e 19__. L
3. Coal received during the month of
_Percent = ¢/m Btu
Contract
Spot

DOCKET E-2, SUB 234
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Carolina Power and Light ) ORDER ALLOWING
Company for Authority to Adjust its ) PFOSSIL FUEL
Electric Rates and Charges. ) ADJUSTMENT CLAUSE

BY THE COMMISSION. Oon January 25, |974, Carolina Power
and Light Company (CP&L) filed with the North Carolina
Utilities Commission an application for authority to adjust
its retail electric rates and charges by the addition of a
fossil fuel adjustment clause to be rendered on monthly
bills on and after March |, [974.

The requested fossil fuel adjustment clause is intended to
charge (or credit) each kilowatt-hour sold with the Fproper
share of the cost of fossil fuel which is above (or below)
the established base cost. The tase cost in the requested
clause 1is 4.8| mills/KWH. The base cost was coemputed from
the heat rate for fossil generation and the actual cost of
fossil fuel burned by CP&L during the twelve months ending
June 30, |973. The clause is a "KWH" or "|00X efficiency"
type clause which automatically adjusts for improvements in
efficiency and for energy supplied by other sources.

CP8L included in its application detailed explanations of
conditions and occurences supporting its requested addition
of a fossil fuel clause to its tariffs. In addition, CPS&L
provided the affidavits of Mr. Samuel Behrends, Jr., Vice
President and Director of BRates and Regulations, and Mr.
Edwin E. Utley, its Vice President of Bulk Power Supply,
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offering further support to its request for a fossil fuel
cost adjustment clause. The affidavits of Mr. Behrends and
Br. Otley, respectively, describe the operation of
the proposed fuel <clause and the instabilities and
increasing costs in the fossil fuel market.

Prom the verified application and the affidavits offered
in this docket and the entire record in the matter, and
subject to further evidence as may be presented at a later
date, the Commission makes the following

FINDINGS OF FACT

(I) That CPE&L is a public utility corporation organized
and existing under the laws of the State of North Carolina,
and subject to the jurisdiction of this Commission.

(2) That CP&€L 1is engaged in the business of developing,
generating, transmitting, distributing and selling electric
pover and energy to the general public within the State of
North Carolina, with its principal office and place of
business in Raleigh, North Carolina.

(3) That in order to obtain the necessary capital to
finance the generating capacity which CPEL reasonably
anticipates, it must 1issue and sell securities in large
amounts which must come from outside financing, which conmes
at a time when interest rates and cost of labor, materials
and equipment are at or near their all-time high.

(4) That the fossil fuel market, particularly the coal
industry in Districts 7 and 8, is currently in an unstable
condition, and 1is likely to remain unstable for some time,
primarily because of rapidly increasing production costs and
competition for available supply.

(5) That CPSL's current coal inventories have fallen well
below the desirable level of a 70- to 80-day supply.

(6) That CP&L's financial condition is not sufficient to
enable it to absorb rapid large increases in its fuel costs
without severe economic dislocations and impairment in
CPEL'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 CPEL to help protect its financial integrity
during a period of a rapidly fluctuating fuel market.

(8) That the "RWH" or "|00% efficiency" type clause, as
filed by CPSL is the most appropriate form of fuel cost
adjustment clause.

(9) That this fossil fuel clause is designed to return to
CPEL only increased expenditures for fossil fuel and will
not result in any increase in rates of return previously
approved by the Commission in Docket E-2, Sub 229.
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(10) That the proper base cost for this clause should be
calculated using fuel costs for the end of the interim test
period in Docket E-2, Sub 229 (month of June |973) and the
average heat rate for fossil generation for this test
period, i.e., 5|.78¢/MBTU X 9899 BTU/KWH = 5.3 Mills/KWH.

{11) That this Docket E-2, Sub 234 can be appropriately
consolidated with CP&L's pending rate increase Docket E-2,
Sub 229 to provide opportunity for consideration of this
matter concomitant with all of CP&L's electric rates.

CONCLUSIONS

The current disturbances in the coal market, resulting in
large part from the energy crisis, the increasing prices of
all forms of energy and CP&L's present financial condition
lead this Commission to the conclusion that CPEL has shown
good cause in writing and through affidavits and exhibits,
reduced to writing, which justifies the approval of the
requested fossil fuel cost adjustment clause. The requested
fossil fuel clause is the most appropriate form of automatic
fuel adjustment clause because it 1is the "KRH™ or "|00%

efficiency” type which automatically adjusts for
improvements 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. In the design of its proposed clause, CPEL used the
actual fossil fuel costs for the twelve months ending June
30, 1973, to determine the base cost (4.8 HMills/KWH). The
proper base cost for the clause, consistent with Commission
actions in the interim rate increase proceeding, would be
calculated using fuel costs for the end of the test period
(month of June, |973) and the average interim test year heat
rate for fossil fueled generation, i.e., 5|.78¢£/MBTU X 9899
BTYU/KWRE = 5.|3 Mills/KWH. This fossil fuel cost adjustment
clause will only return to CPEL increased expenditures for
fossil fuel burned in the generation of electricity and
should help stabilize but not increase the rates of return
earned by CP&L; therefore, the Commission is of the opinion
that the fossil fuel clause should be approved. However,
recognizing the fact that there has been no hearing and no
opportunity for complaints, testimony or cross-examination,
the Commission deems it appropriate to consolidate this
Docket (E-2, Sub 234) with the pending rate increase Docket
(B-2, Sub 229) to afford opportunity for further review and
final disposition of a fuel cost clause as a part of the
consideration of all rates of CPé&L.

IT IS, THEREFORE, ORDERED:

(18 That effective on service rendered on and after
February 6, |974, with respect to fossil fuel burned on and
after December |{, [|973, the Applicant, Carolina Power and
Light Company, is authorized and permitted to put into
effect a fossil fuel cost adjustment clause of the type
attached to its application as Exhibit B, Rider No. 32,
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altered to reflect a base cost of $.005[3/KWH instead of the
requested base cost of $.0048]|/KEH.

2. That Carolina Power .and Light cCompany will report to
the Comaission on a monthly basis the amount of the fuel
cost adjustment and the factors and computatioms msed in its
darivation.

3. That Docket E-2, Sub 234 is hereby consolidated with
Docket E-2, Sub 229 and all evidence heretofore presented in
this natter is subject to cross-examination and further
review before final disposition as a part of Docket E-2, sub
229.

ISSUED BY ORDER OF THE CONMISSION.
This the 5th day of February, |974.

NORTH CAROLINA YUYTILITIES COMMISSION
Katherine M. Peele, Chief clerk

(SEAL)

DOCKET FO. EBE-2, SUB 234

¥ELLS, CONMISSIONER, DISSENTING. In my dissent in CPEL's
interim increase request (Docket No. E~2, Sub 229), I
pointed out that CP&L's present rate structure apparently
allows it to sell 1large amounts of power at low
discrirmiratory rates to certain industrial customers, and
that therefore an across-the-board interima increase would
vork further inequities, shifting the burden unfairly to the
residential consumer. To make bad matters worse, the type
of fuel clause granted by the majority in the Order is a
"one hundred percent recovery" clause, which means that the
power company will get back all its cost, no matter how
high, leaving little or no incentive for them to attempt to
achieve the lowest possible fuel cost and best gereration
mix. Under these circumstances, I nust dissent from the
majority oOrder.

I wvould also 1like to make it abundantly clear that I do
not accept fuel adjustment clauses as an acceptable tool or
device for setting rates for electric utilities in this
State, and it is only because of the very unusual, emergency
circumstances that we nov find ourselves in that I voted for
the principle of such a clause for Duke Power Coapany and
Virginia Electric Power Company requests. There is no
question but that the coal and o0il markets are out of
control of the American people and in the control of the
giants of the petroleum industry who own both coal and oil
reserves in the United States. The American consumer is
getting taken to the cleaners in a most unholy fashion by
the petroleum giants, and now, as a result of their
manipulations of the market, coal and oil prices to electric
companies are going to send electric bills out the ceiling.
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I an sure the petroleum giants love fuel adjustment clauses,
because they then can set the price of coal and oil where
they wvant it, collect it from the electric companies, who
vill then automatically get it back from' their customers. I
do not see much evidence that the electric companies are
doing a great deal .about the mess, except to come runping to
this and other Commissions and cry out for more money to
keep their stockholders happy, while everybody else is
taking it on the chin. I would like to see some of the
executives of Carolina Power and Light Company, Duke Pouer
Company and Virginia Electric and Power Company speaking
forth im righteous indignation about what's happening to
their customers in contrast to their constant sad refrain of
what might happen to' their stockholders.

Hugh A. Wells
Commissioner

DOCKET BE-7, Sub |6]|
BEFORE THE NORTH CAROLINA UTILITIES COMMISSIOR

In the Matter of
Application of Duke Power Company ) ORDER APPROVING
for Authority to adjust Its Electric ) FOSSIL FUEL
Rates and Charges ) ADJUSTHRNT CLAUSE

BY THE COMMISSION. This matter is before the North
Carolina Utilities Commission - upon application filed
Hovember 30, (973, by Duke Powver Company, Charlotte, Borth
Carolina, (hereinafter referred to as "Duke®) for authority
to adjust its electric rates . and charges by the
implendentation of an automatic .coal adjustment clause. BY
order dated Deceaber -[9, {973, :the- Commission allowed the
applicant, Duke Pover Company, to put .into effect the entire
adjustment clause applied for. The Order also consolidated
this Docket with Docket BE-7, Sub )59, an application by Duke
Pover Coapany for authority to adjust and increase its
electric rates and charges, and specifically stated that all
evidence presented 'in this matter would .be subject to cross-
examination and further review before final disposition.

Public hearings comzenced on May 28, |974, at which time
the following appearances were entered: '

APPEARANCES:
Por the Applicant:
¥. H. .Grigg
Steve C. Griffith, Jr.
Duke Power Company
4225 Church Street
Charlotte, North Carolina 28242

Clarence ¥. Walker
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Kennedy, Covington, Lobdell and Hickman
Attorneys at Law

[200 N.C.N.B. Building

Charlotte, North Carolina

For the Protestants:

J. Ruffin Bailey

Kenneth Wooten, Jr.

Bailey, Dixon, wooten, McDonald and Fountain
Attorreys at Law

P. 0. Box 2246

Raleigh, North Carolina 27602

For: R. J. Reynolds Tobacco Company

For the Intervenors:

Robert B. Byrd

Byrd, Byrd, Ervin and Blanton

Attorneys at Law

Drawer |269

Morganton, North Carolina 28605

For: Great Lakes Carbon Corporation, Inc.

James E. Keenan

Paul, Keenan & Rowan

Attorneys at Law

202 Rigshee Avenue

Durham, North Carolina

For: North Carolina Public Interest Research
Group, Inc. and North Carolina AFL-CIO

Ruth Greenspan Bell

Powe, Porter, Alphin and Whichard, P.A.
Attorneys at Law

First Union Bank Building

Durham, North Carolina

Por: Duke University

I. Beverly Lake, Jr.

Robert Gruber

Jerry Rutledge

Attorney Gemneral

P. 0. Box 69

Raleigh, North Carolina

For: Using and Consuming Public

Thomas L. Barringer (Attorney of Record)
Attorney at Law

P. 0. Box 2334

Raleigh, North Carclina 27602

For: North Carolina Consumer Council, Inc.

Thomas L. Eller, Jr. (Attorney of Record)
Cansler, lLassiter, Lockhart and Eller, P.A.
Attorneys at Law

|0]0 N.C.N.B. Building
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Charlotte, North Carolina 28202
For: Cheamstrand Research Center, Inc.

Bertram Ervin Brown, II (Attorney of Record)
Attorney at Law

300 Government Center

Winston-Salem, North Carolina 27909

For: Senior Citizens Club of Winston-Salenm

For the Commission Staff:

Edward B. Hipp
Commission Attorney

217 BRuffin Building
Raleigh, North Carolina

John R. Molm

Associate Commission Attorney
217 Ruffin Building

Baleigh, North Carolina

At their request, the above parties of record were given
until August 23, |974, to file briefs.

Petitions to 1Intervene allowed by the Commission wvere
filed by Great Lakes Carbon Corporation; The North Carolina
Public Interest Research Group; North Carolina Consumers
Council, 1Inc.; The North Carolina AFL-CIO; Chemstrand
Research Center, Inc.; The Senior Citizens Clubs of Winston-
Salem; The Durham Welfare Rights Steering Committee;
Carolina Action; R. J. Reynolds Tobacco Company; and Duke
Oniversity. The Attorney General of North Carolina gave
notice of intervention vhich was recognized by the
Commission.

WITHRESSES

With respect to the coal cost adjustment clause, Duke
offered the testimony and exhibits of the following
vitnesses: Mr. BRobert E. Frazer, Vice President-Finance of
Duke Power Company, as to the financing program of Duke
Power Company; Mr. Wallace 8. Carpenter, Vice President of
Consulting Services for Ebasco Services, Inc., Consultant,
as to the relative advantages and disadvantages of the
clause to the company and the nationwide trend of use of
fuel clause principle in the electric industry; Mr. B. B.
Parker, Executive Vice President and General HManager, Duke
Power Company, as to the current situation that Duke faces
with respect to obtaining an adequate supply of coal to meet
its 1load requirements, to show the current situation in the
coal field with respect to supply and demand, together with
price; Mr. M. T. Hatley, Manager - Rate Department, Duke
Power Company, and Mr. Carl Horne, Jr., President and Chief
Executive Officer of Duke Power Company, as to the operation
of the coal adjustment clause.
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The Attorney General offered the testimony and exhibits of
Ar. Paul Pahey, Procurement Consultant, as to the cost of
coal during the calendar year $973.

The Commission staff offered the testimony and exhibits of
NMr. Andrev W. Williams, Chief of the Electric Section in the
Engineering Division, as to the advantages and disadvantages
of automatic adjustment clauses and as to the relative
effectiveness of the proposed automatic coal cost adjustment
clause.

INTRODUCTION

Rates charged by electric utilities are a composite of
three distinct charges: demand, energy and customer
charges. Normally, fuel (including coal) and fuel related
costs are recovered in the energy portion of the rates.
Basic electric rates are based on many factors and these
basic rates are expected to remain in effect over a period
of time. By the very nature of a rate application case, it
takes many months to change these basic rates. Each case is
bottored in part on an assuned price of fuel, for, to a
large extent, fuel is the raw material of electricity. So
wvhen the price of this fuel fluctuates rapidly and spirals
upvard, it destroys one of the primary foundation stones of
the basic rates. This is unfair to the utility company
vhose rates wvere based on a much lower fuel price, and whose
basic rates cannot be changed except by a time-consuning
process. Thus, to be fair, the basic rates nust receive a
surcharge to reflect the true and rapidly changing fuel
costs not reflected in the basic rates. This same fuel
adjustment will reduce the consumers! total bill (basic rate
plus adjustaent for fuel) if and when the price of funel is
less than that assumed in the basic rates. This suxcharge
under consideration here is calculated by subtracting the
established base cost of coal reflected in the coal
adjustment formula from the actual monthly cost of coal
burned in the generation of electricity. Ideally, the base
cost of coal reflected in the fuel adjustment formula egquals
the cost of coal recovered in the energy portion’ of the
rates. The total dollar increase in coal cost is divided by
total monthly sales to yield a $/KWH factor which is applied
to customers' bills in the second month following the
generating wmonth. In effect, the ratepayer would pay the
amount by which current costs for coal exceed the base cost
of coal in the fuel clause, corresponding proportionately to
the K¥H the ratepayer consumes.

FINDINGS OF FACT

|« The largest single item of expense for Duke in |973
was fuel used for electric generation of which coal is the
largest single item. During the test year, |973, Duke spent
approximately |04.6 wmillion dollars for c¢oal used in
electric generation.
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2. Duke estimates its use of coal to be approximately |3
million tons in the generation of electricity during |974.

3. Duke's coal consumption for |973 exceeded the
consumption for |972 by two (2%) percent. The cost of «coal
®as burned" for |973, however, exceeded the cost of coal for
1972 by nine (9%) percent. The average price of coal
increased froam $|0.35/ton to $||.26/ton, or from 43.94 cents
per million Btu to 47.27 cents per million Btu.

The monthly costs of coal ™as burned" increased from 45.04
cents in January, |973, to 52.56 cents in December, [973, an
increase of |7 percent. Coal received for the same period
increased by 25 percent. The cost of coal "as burned" in
March, |974, vas 76.90 cents, an increase of 46 percent over
that in December, |973.

Coal as purchased for April, |974, was 90.|6 cents, an
increase of 60 percent over December, 1973. Duke had
projected an annual cost for |974 of 77.7 cents with a
monthly cost for april, |974, of 88.6 cents. These sudden
and drastic increases in the cost of coal used in steam
electric generating stations have resulted in large
increases in the cost of producing electric power. Such
increases cannot be recovered in Duke's rate design without
automatic adjustment for fuel costs without further
deterioration of earnings before general rate cases can be
filed, properly noticed and heard under the procedure for
general rate cases.

4. The demand for coal continually increases, while the
production of coal decreases. The electric utility industry
is the single largest consumer of coal in the nation. The
coal industry estimates a total consumption of coal of 659
million tons, of which 435 million will be consumed by the
electric utilities. The drop in the production of coal
appears to stem, in part, from certain laws and requlations.
Duke has secured its coal at relatively favorable prices.

5. Duke has been unable to earn the return on its common
stock equity found to be fair and reasonable by this
Commission. This shortfall in earnings has been caused, in
part, by the sharp rise in the cost of fuel. A continuing
shortfall in earnings could result in higher rates to the
customer and possibly jeopardize service. The higher rates
to the customers would be engendered by an increased annual
cost of funds raised to finance the plant facilities.

6. At present |94 electric utilities in 43 states have
fuel adjustment clauses applicable to some class of service.
To a large extent, coal, oil and gas are burned in the sanme
plant facilities, and thus, a reasonable adjustment clause
should include all fossil fuels. A fossil fuel clause would
allow the pass-through of the increased cost of fuel in the
monthly electric bill in an amount to reflect no more than
the actual increase in the cost of fossil fuel over the base
cost of the fossil fuel clause. Such a fuel clause must be
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administered so as not to increase the rate of return to
Duke. The clause constitutes only a pass-through of the
expense incurred by Duke in the production of each kilowatt
hour of electricity in the form of a direct surcharge for
each kilowatt hour consuaed.

7. A "EKWH"™ type of fuel clause, as opposed to a "Btu"™
type clause, adjusts for improvements in generation
efficiency and appropriately passes any savings to the
ratepayer.

8. A reasonable base cost in a fossil fuel cost
adjustment clause amounts to 0.5039 cents per kilowatt hour,
wvhich was the cost of fossil fuel for the month of October,
1973, using the average heat rate for the year |(973. This
base cost is derived from the costs of fossil fuels shown on
monthly reports filed with the Commission and is consistent
with the level of rates approved by the Commission in Docket
No. G-7, Sub |59.

9. In view of the circumstances surrounding the coal and
substitute fossil fuel market, the fossil fuel adjustment
clause 1is a reasonable method by which Duke can recover a
part of its reasonable operating expenses.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. |e.

The Exhibit |, Page 2 of K¥r. Stimart, Treasurer of Duke
Power Company and the testimony of Mr. BRobert E. Frazer,
Vice President of FPinance, Duke Power Company, indicated the
substantial expense that Duke incurs for fuel used in
electric generation. Mr. Prazer testified that Duke was
experiencing a phenomenal rise in the cost of fuels, the
most significant of which, he testified, was coal. He
stated that coal costs in }973 amounted to $|66 million, or
34 percent of total operating expenses. Based upon the
ratio of total company to company allocated to North
Carolina retail, the Commission computed the amount expended
on coal used as fuel in electric generation for North
Carolina retail customers.

The Commission concludes that price fluctuations in an
item of expense of this magnitude could seriously impair the
company's ability to earn the return set by the Commission
as reasonable and fair.

EVIDENCE AND CONCLUSIORS FOR FINDIRG OF FACT NO. 2.

Mr. B. B. Parker, Executive Vice President and General
Manager of Duke Power Company, estimated that Duke's coal
consumption for |974 would be |3.0 million tons. He added
that this estimate was subject to conservation measures,
weather conditions and the operation of nuclear units. The
Commission is of the belief that this estimate is
reasonable.
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EVIDENCE AND CONCLUSIONS FOR FINDING OF PACT NO. 3.

Mr. B. B. Parker, Executive Vice President and General
Manager of Duke and Mr. Paul Fahey, a Coal Procurement
Consultant, appearing on behalf of the Attorney General of
North Carolina, testified with respect to the increases in
both the cost of coal "as burned" and the cost of coal as
purchased in the years (973 and |974. These measurements of
the cost of coal have increased substantially. Aside from
these observable facts, Duke's projections were consistently
understated.

The Commission concludes that the cost of coal continues
to spiral upward exceeding the estimated increases projected
by the company.

EVIDENCE AND CONCLUSIONS FPOR FINDING OF FACT NO. 4.

In this and other recent dockets involving Duke Power
Company and other electric utilities operating in North
Carolina, this Commission has heard and considered
voluminous evidence on the supply and price of coal and on
the procurement practices of the particular utilities.
Additionally, the Commission, through various conferences,
contacts, and correspondence with the Pederal Power
Commission and the Federal Energy Administration, has kept
itself informed as to continuing developments relating to
the supply and price of coal, as well as other fossil fuels
used in the generation of electricity.

Beginning in 970, coal prices began to move sharply
upward from pre-|970 levels. Expressed in price units per
million Btu (burned cost), the unit prices moved from a
range of 26 cents to 29 cents per million Btu to a range of
4] cents to 45 cents per million Btu by the end of |97| or
early |972, at which levels prices became stable wuntil the
last quarter of |973.

¥ith the advent of the petroleum shortage of the fall and
winter of |973, several circumstances combined tc result in
rapid and sharp rises in the price of coal. At that time,
although coal was not in short supply, it was not in
abundant supply. There was apparently a sufficient supply
of coal for the use of those electric utilities in North
Carolina and other southeastern states who depend primarily
on coal for generation. The Pederal Energy Administration
decided that one means of alleviating the petroleum shortage
wvould be for Eastern Seaboard electric wutilities who had
stopped using coal but still had coal-burning capacity to
switch back to coal (where possible) for the |973-74 winter
season. Upon 1learning of the position and actions of the
FPEA in this regard, this Commission, in a meeting with FEA
officials at the Pederal Power Commission offices in
Washington in December |973 urged the FPEA officials not to
pursue their intended actions to bring additional demands
upon the coal market because we were convinced that there
vas not enough coal to allow for such additional demands
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vithout resulting in an imbalance of supply and demand, with
the result that prices would inevitably be forced upward.
We also called to their attention that coal hopper cars vere
in short supply, and that significant increases in coal
shipments to northeastern utilities would cause delivery
praoblenas for utilities in North Carolina and other
southeastern states. He reinforced these views through
correspondence with the FEA and the FPC. Our suggestions
and varnings were ignored.

During the winter of |973-74, we contacted all members of
the North Carolina congressional delegation, calling their
attention to the potential problems related to PEA policy,
and although the members of the delegation responded with
similar pleas to the PEA, their suggestions and pleas were
substantially ignored.

FProm December of }973 forwvard, coal becane increasingly
hard to obtain. Contract deliveries began to 1lag; Btu
content of delivered coal deteriorated; hopper cars becanme
in short supply;:; and spot coal became progessively harder to
buy and mnore and more expensive. To sum up, the price of
spot coal of acceptable quality and Btu content wvent from a
range of $8.00 to $|2.00 per ton in the fall of |973 to
$18.00 to $23.00 per ton in early (974 to $25.00 to $30.00
per ton in the spring of {974 to $35.00 to $45.00 per tom in
the summer of |974.

It is clear to us that these rapid price increases in spot
coal, reaching almost 400 percent within less tham a year,
were not, completely cost related but resulted in large
measure from coal producers and sellers taking advantage of
a crisis of supply of fossil fuels available to the American
people to gain unprecedented and unconscionable profits for
theaselves. In this Docket, Mr. Paul Fahey, a consultant
employed by the Attorney General who has had vast experience
in coal procurement for TVA and other electric utilities,
testified that in his opinion, the m@major cause of these
unprecedented rapid increases in the prices of coal uas the
greed of the mine operators.

Mr. Pahey also testified that Duke has purchased operating
coal nines, leased coal reserves vhich are being anined by
others for Duke's account, and assisted in financing new
nining operations. He further testified that Duke has been
vigorous in its efforts to secure performance by contractors
and that Duke had been able to buy coal at favorable prices
relative to prices being paid by the utility industry in
general. The Commission concludes that Duke has bheen
reasonable and successful in its efforts to secure coal at
favorable prices.

The record in this Docket shows and we concluded that Duke
has been reasonably diligent in its coal procurement program
and practices and that, conparatively speaking, it has
obtained wvhat s@ight be called favorable results, considering
the altogether unfavorable condition of the coal market
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since the fall of |973. These market forces to which vwe
have alluded and with which Duke has had to deal are beyond
the ability of either this Commission or Duke Power Company
acting alone to control. Under these adverse and
unfortunate circumstances, we are compelled to allow Duke to
recoup such great increases in coal cost in a reasonably
expeditious and orderly manner, for to do otherwise would
imperil Duke'’s very existence.

EVIDENCE AND CONCLUSIONS FOR PINDING QF PACT NO S.

Mr. Robert E. Prazer, Vice President—-Finance, Duke Power
Company, testified that the main reason Duke was unable to
earn the (2 percent return granted in E-7, Sud {45, was the
sharp rise in fuel without a fuel adjustment clause. He
further stated that a fuel clause would have kept revenues
more in line with fuel costs.

¥r. Prazer testified that the -rmost serious financial
problenm facing Duke was its inability to earn the return on
its common stock found to be fair and reasonable by the
Commission. This shortfall, he stated, led to a
deterioration in the company's mortgage bond rating, an
inability to sell these bonds and resulted in inequity to
the Duke stockholders.

As an example of increased annual costs, Mr. Frazer
testified that when the investor®s return is insufficient,
bond and preferred stock issues will have to be sold at
higher interest rates.

Mr. Wallace W. Carpenter, Vice President of Consulting
Services for Ebasco Services, Inc., appearing on behalf of
Duke, testified that the proposed coal adjustment clause
would prevent further deterioration in the company's
earnings.

The Conmission concludes that the substantial increase in
the cost of <coal has contributed to the shortfall in
earnings experienced by Duke.

EVIDENCE AND CONCLUSIONS FPOR FINDING OF FACT NO. 6.

Mr. Carpenter testified that acceptance of fuel clauses in
forty-three (43) states is evidence of their desirability.
He further testified that in five of the seven states which
do not have such clauses, generation is primarily hydro and
such adjustments are not required. The exhibits presented
by Mr. Carpenter indicated each electric utility that had a
fuel clause and which class of customers were subject to its
provisions.

Mr. Horn stated 1in his affidavit that North Carolina is
the only Jjurisdiction east of the Mississippi which
currently does not allow fuel adjustment clauses in the
rates of electric utilities. The Commission concludes that
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a coal clause is an appropriate and well recognized method
of recovering increased fuel costs.

Mr. Andrew W. Williams, Chief of the Electric Section in
the Engineering Division of the North Carolina UOtilities
Commission, testified that an automatic fossil fuel cost
adjustment clause is more appropriate than an automatic coal
cost adjustment clause because it is mcre representative of
actual conditions. He further testified that a fossil fuel
adjustment clause will more accurately pass along energy
costs to energy users and will closely maintain the Gproper
proportion of energy costs to other costs in overall rates.
Mr. Williams further testified that constant surveillance by
the Commission will maintain its regulatory prerogatives and
prevent Duke from earning any monies in excess of monies
spent for increases in fuel costs.

The Commission concludes that a <coal cost adjustment
clause is insufficient in that such clause does not account
for increases or decreases in costs in other fossil fuels,
i.e., 0il and gas. The Commission concludes that a fossil
fuel clause, i.e., a clause that would account for increases
and decreases in costs of oil and gas, as well as 1in costs
of coal, 1is more appropriate. The Commission concludes
further that a monthly monitoring of fuel costs and
resulting fuel adjustment factors will limit the possibility
of Duke achieving earnings beyond a fair rate of return and
Will keep the Commission cognizant of the effect of the fuel
clause on the ratepayers.

EVIDENCE AND CONCLUSIONS FOR FINDING OF PACT NO. 7.

Mr. Williams testified that the clause in question is a
"KWH" or "variable efficiency" type clause as opposed to a
"Btu” or "fixed efficiency" type of clause and that a
variable efficiency typ2 clause is designed to compensate
for improvements in production efficiency and changes in
generation mix.

The Commission concludes that savings resulting from
improvements in generation efficiency will automatically be
passed on to the customers in the operation of the fossil
fuel clause.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 8.

on December |93, 1973, the Commission approved, on an
interim basis, a coal cost adjustment clause reflecting a
base cost computed on fuel information statistics for the
month of October, 1973. This information was the most
recent data available at the time of the application for the
clause. The coal clause has automatically adjusted for
increases 1in «coal <costs since its implem=ntation. In its
consideration of appropriate rate levels and rate designs in
Docket No. E-7, Sub |59, the Commission recognized the
October, |973 base cost of the coal clause. Since increases
in costs of coal are currently being recovered by a clause
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based on October, [973 <costs and since the Comaission
considered this base cost in the determination of rates in
Docket F®-7, Sub |59, the automatic fossil fuel cost
adjustment clause, being approved herein, should reflect a
base cost computed on the related October, |973, generating
statistics. The Commission takes judicial notice of monthly
reports filed with this Commission by Duke Power Company
that pertain to the cost of all fossil fuels. Appropriate
computations from these statistics yield a base cost for the
fossil fuel clause of 0.5039 cents per kilowatt hour.

EVIDENCE AND CONCLUSIONS FOR FINDING OF PACT NO. 9.

During (973 Duke incurred a cost of coal significantly in
excess of that recovered by Duke in the energy portion of
the rates charged to its customers. 1In a fuel market in
which there exists steadily increasing prices, Duke will
continually experience a shortfall in earnings in that rates
designed without an adjustment clause will not permit Duke
to recover the cost it incurs in purchasing fossil fuel. 1In
light of these <circumstances, a fossil fuel adjustment
clause 1is a reasonable method of recovering the costs Duke
incurs in its purchase of fuels.

The Commission concludes that the «cost of fossil fuel
incurred by Duke is a reasonable operating expense to the
extent that Duke acts in good faith in negotiating with
suppliers and to the extent that Duke pays a fair and
reasonable price for the fuels purchased.

The Commission concludes that a fossil fuel adjustment
clause is a part of the rate to be fixed by the Commission
pursuant to G. S. 62-|33. The Commission further concludes
that G. S. 62-133(b) {5) directs the Coammission to fix rates
to be charged as will earn in addition to reasonable
operating expenses the rate of return on the fair value of
the property which produces a fair profit. Thus, the
Commission concludes that for the purpose of approving a
fossil fuel adjustment clause, the Commission need only
determine whether the company's operating expenses are
reasonable in that the clause will not increase Duke's rate
of return, but will merely slow attrition of the rate of

return. The rate of return on the fair value of the
property used and useful in providing service has been
determined in the general rate case, E-7, Sub [59,

consolidated for hearing with this docket, E-7, Sub [6].

The Commission concludes that a system of monitoring the
operating of the fossil fuel clause will insure that Duke
acts in good faith in its negotiations, as well as protect
the ratepayers of North Carolina from Duke recovering more
through the fossil fuel clause than its reasonable operating
expenses as they relate to cost of fossil fuels increase
above the base cost in the fossil fuel clause.

IT IS, THEREPORE, ORDERED, AS FOLLOWS:
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f. That the fossil fuel adjustment clause set forth in
Appendix No. | te, and hereby is, effective on Noveamber |,
1974, and shall be implemented in the manner set forth in
Appendix No. 2.

2. That the oOrder of December [9, 1973, approving the
coal adjustment clause be, and hereby is, to remain in
effect until November |, [974.

3. That Duke shall file with the Commission monthly a
complete Fossil Fuel Adjustment Clause Memorandum as set
forth in Appendix No. 2.

4. That the Motion of Attorney General filed on
September (7, |974, with its Notice of Appeal therein,
praying ¢that the Commission reconsider or rescind 'the Order
Approving Revenues Collected Under Coal Adjustment Clause
issued September (0, 1974, is hereby denied.

ISSUED BY ORDER OF THE COMMISSION.
This |Oth day of Octaober, |974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)
APPENDIX NO. |
FOSSIL FUEL ADJUSTMENT CLAUSE
Applicability

This clause is applicable to and 1is a part of all the
Company's North Carolina retail electric rate schedules.

Adjustwent of Bill

Current monthly bills shall be increased or decreased, per
kilowatt hour billed, by an amount, (a. below), to the
nearest one ten thousandths of a cent, deteruined by use of
the equation:

{b-c)e X |00

a = Amount of the adjustment to current wonthly bills, in
cents per Kwh.

b = Total cost of fossil fuel hburned in the Company's own
fossil fuel fired generating stations during the
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second wmonth preceding the current billing month, in
dollars.

c = Base cost of fossil fuel obtained by multiplying the
net Kwh generated in the Company's own fossil fuel
fired generating stations during the second month
preceding the current billing month, by .005039 in
dollars.

d = Total sales of energy during the second month
preceding the current billing month, in Kwh.

e = Adjustment for revenue-related taxes = |.0638
If the adjustment is a charge, it shall be added to the
minimam monthly bill stated in the Company's rate schedules,
but if it is a credit it shall not be subtracted froa such
minimum monthly bill.
Effective on bills rendered on and after November §, 1974.
NCUC Docket E-7, Sub |6}

APPENDIX NQ., 2

MENORANDUM: FOSSIL FOEL ADJUSTMENT CLAUSE

The Coal Cost Rdjustment Clause, applicable to sales billed
on the Company's retail rate schedules, for +the month of

R « 19__, will be cents per K®¥H, based on
statistics for the month of ¢+ 19__, computed as
follows:
e Total cost of fossil fuel burned during the
second month preceding the current billing
aonth . —
2. Base cost of fossil fuel ($.005039/KWB X
fossil fuel generation of RWH) $
3. Difference between total cost of fossil
fuel and base cost of fossil fuel (Line
| less Line 2) $
4, Constant tax adjustment of |.0638 X
Line 3 3
Se Total system sales KWH $
6. Anount of fossil fuel adjustment (to

nearest one ten thousandths of a cent)
(line 4 = Line 5 X |00)

7. The generation mix for the current
billing month (% Fossil, % Nuclear)

8. The generation mix for the second month
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preceding tlie current billing month,
(% Fossil, % Nuclear)

9. The fossil fuel fired generating plant
efficiency, the "heat rate," i.e., the
nurber of Btu which amust be consumed to
produce one KWH of electric energy.

|0. The average heat content of coal
expressed in Btu per pound.

M. Amnount billed under Fossil Fuel
Adjustment Clause Factor applicable to
North Carolina retail sales month

of ___ 4 19_. $___
12. Coal received during the month of
Percent g/m Btu
Contract
Spot _ _

DOCKET ¥O. E-7, SUB |6]

WELLS, COMNISSIONER, DISSENTING IN PART. I have
reluctantly come to recognize that fuel adjustment clauses
are a necessary evil in today's regulatory world. It is my
firm conviction that for many years, other regulatory
commissions throughout the United States have taken the easy
road by allowing automatic adjustments in electric rates by
vay of automatic fuel adjustment clauses; and that the
history of +their having done so for many Yyears has
substantially contributed to the severity of the fuel price
problem which we now face.

This Commission has resisted such clauses up until the
very recent past, but the electric utilities doing business
in Forth Carolina are nov paying such outrageous prices for
coal and oil that if we do not give them some such relief,
they would simply go broke. So I am willing to go most of
the way, but not all the way with them, for the time being,
until the coal and oil price situation resumes some degree
of sanity.

I therefore agree for the time being to the use of a
fossil fuel adjustment clause for Duke, but in order that
all possible pressure w®ay be upon Duke to do the best
possible job in fuel procurement and use, I do not agree
that they should get a |00% automatic recovery of fossil
fuel cost, no matter what it is or how high it may go. X
therefore vote for an 85% recovery provision, in order that
Duke would always have that additional incentive to strive
for and iasist upon the best deals it can possibly obtain in
its procurement of coal and oil and would always use the
most efficient generation mix in order to mitigate its fuel
cost.
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Hugh A. Wells
Commissioner
DOCKET NO. E-39, SUB 2
BEFORE THE WNORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of the University of North )

Carolina at Chapel Hill, University ) ORDER APPROVING
Service Plants, for Approval of Purchased) PORCHASED POWER
Power Cost Adjustment Clause in Its ) COST ADJUSTMENT
Electric Rates and Charges ) CLAUSE

BY THE COMMISSION. on ¥arch 5, (974, The University of
North Carolina at Chapel Hill, University Service Plants,
hereinafter referred to as "The University Service Plants"“,
filed an application seeking authority to increase its
electric rates and charges for metered service to
residential and commercial customers in its service area to
recover increases in the wholesale price of electric power
purchased from its supplier, Duke Power Company,
(hereinafter referred to as "Duke"). Duke, in accordance
with a filing with the Federal Power Commission (Docket No.
E-7994), has increased its rates to The University Service
Plants through the application of a fuel adjustment clause
and a general rate increase.

In its order issued on May 24, |972, in Docket No. E-39,
Sub |, the Commission authorized The University Service
Plants to increase its rates in accordance with the general
increase in its cost of wholesale energy. In that
proceeding The University Service Plants did not seek at
that time to pass on to its customers the increased cost of
purchased power attributable to Duke's wholesale fuel
adjustment clause. In the application in this proceeding,
The University Service Plants now seeks an increase in its
rates for metered service in the form of a monthly purchased
power adjustment surcharge on each customer billing computed
according to individual customer usage of energy on a
kilowatt-hour basis. The additional cost per kilowatt-hour
is proposed to be equal to the increased cost of wholesale
energy per kilowatt-hour from The University Service Plants!
supplier, Duke, adjusted to include the <cost of energy
losses in The Oniversity Service Plants electrical
distribution systen.

The University Service Plants seeks to apply this
adjustment to its total kilowatt-hour sales, although it
generates a continuously decreasing proportion of its
requirements. The Applicant contends in its application,
however, and includes supporting exhibits therein, that The
University Service Plants' own contemporary increase in fuel
costs of generation would be only partially recovered by the
application of the purchased power cost adjustment to its
generated kilowatt-hours.
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Based upon the application as filed and the records of the
Coamission in +this docket, the Comamission makes the
folloving

FINDINGS OF FACT

le Bpplicant, The University of North Carolina at Chapel
Rill, University Service Plants, by act of the {97] General
Assembly, Chapter 634, 97| Session Lavs, the "University
Enterprises®™ defined in G.S. [|]6-#}.| (9) were placed under
the Jjurisdiction of the North Carolina Utilities Commission
with respect to rates or service charges, effective January
{s 1973,

2. That the |97| General Assemhly passed on Act (Chapter
723, Session Laws of ]|97]) vhich provided for appointment by
the Governor of a Special cConmmission to study the
feasibility of retaining or selling or otherwise disposing
of the telephone, electric, vater and sever utility systeas
owned by the Applicant and to make reports and
recommendations with regard thereto to the Board of Trustees
of The University of North Carolina, now redesignated as the
Board of Governors of The University of North Carolina.
This Act creating the Special Study Commission further
empovers said Commission, in consultation with the officials
of the University of WNorth Carolina at Chapel Rill, to
actually negotiate for and effect the termas of any sale or
other disposition of any of such utilities which is
recoanended to and approved by the Board of Trustees (Board
of Governors). The Special Study Commission was duly
appointed by the Governor on November 30, |97], and the
Commission thereupon entered into and completed its study
and submitted its final report and recommendations to the
Board of Governors on August 3, |972, and within the period
of time specified for the completion of said study and
subnitted to the Board of Governors by the Study Commission
vith respect to each of the utilities involved and included
the recommendation that the Applicant sell its off-campus
electrical systen.

3. That the University Service Plants pursuant to the
approval of its final report and recommendations made to the
Board of Governors, and upon authority of said Board of
Governors and the Board of Trustees of the Applicant, the
Special Study Comnrission, in conjunction with the officials
of the Applicant, is in the process of moving forward with
preparations for the sale of Applicant's off-campus electric
utility system and facilities, which process has and will
include further extensive effort in the development of bid
documents and negotiation with prospective purchasers and
the ultimate consummation of the sale of said system and
facilities.

4. Applicant has experienced an increase in wholesale
cost of energy purchased froms its supplier, Duke Pover
Company. The Federal Power Commission has allowed the new
vholesale rate schedule including a KWH fuel clause in FPC
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Docket No. E-~7994 to become effective April 26, |973, under
bond pending a final decision.

Se That the ratio of net operating income for return
under the present rates as applied ¢to net investment in
electric wutility plant in service will be unaffected after
giving consideration to the proposed purchased power cost
ad justment and increased cost of power.

6. To require the Applicant to absorb the increases in
vholesale energy cost imposed upon it by its supplier, Duke
Power Company, approved by the Federal Power Commission in
PPC Docket No. E-7994, under bond pending final decision,
would result in the Applicant's being required to operate at
a diminished rate of retarn.

7. That the figure of .|42 cents per kilowatt hour shown
in exhibit IT of the Application, is an accurate estimate of
The University Service Plants' own contemporary increase in
fuel cost for generation during the period Duke's wholesale
fuel adjustment clause has been in operation.

Whereupon the Commission reaches the following
CONCLUSICNS

The Commission concludes that to require The University
Service Plants to absorb the increase in its cost of
purchased power from its supplier, Duke Power Company, as
approved under bond in FPC Docket No. E-7994 @may seriously
inpair the succesful negotiation of the sale of its off-
campus electric system to the end that the investment of the
taxpayers of North Carolina in this system will not be fully
and adequately protected and that fair and appropriate
compensation will not be received for the systen.

That without additional revenues to offset the added
expense in purchased povwer resulting from Duke's wholesale
fuel adjustment clause, its ability to efficiently and
effectively conduct the operations of its clectrical systen
to the public may further hinder the sale of its electrical
properties.

That the Applicant is not seeking a general increase in
its rates and charges for revenue purposes or to increase
its present 1level of earnings or rate of return now earned
by it on its investments.

That upon sale of the system, rates in effect under new
ownership, if within the jurisdiction of this Commission,
will require approval vhen submitted to the Comumission.

That setting this matter for public hearing would place an
additional burden upon The University Service Plants over
and above that of the selling of such property and could
extend the time for such sale.
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The Commission further concludes after review and analysis
of the data filed by the University Service Plants in this
docket that the filing will not result in an increase in the
Company's rates of return; that the application of Duke's
wholesale fuel adjustment factor, increased by an
appropriate loss factor, to The OUniversity Service Plants
generated kilowatt-hours is conservative in that it will not
fully recover The University's Service Plants® own increased
cost of generation; and that the pass-on of the wholesale
increased cost of purchased power to the Oniversity Service
Plants' total metered sales should therefore be allowed.

Based on the foreqoing Findings of Pact and Conclusions,
the Commission is of the opinion that the rate increase as
filed by The University Service Plants that seeks solely to
recover increases in the cost of purchased power to it from
its supplier as approved by the Federal Power Commission
should be permitted to become effective without hearing.

Based upon the foregoing Findings of Fact and Conclusions,
IT IS, THEREFORE, ORDERED AS FOLLOWS:

l. That the application of The University Service Plants
to increase its rates and charges in the form of a purchased
power cost adjustment clause for all classes of metered
service as filed in this docket, be, and the same hereby is,
approved to become effective on service rendered on or after
March 27, {974.

2. That in the event there is any reduction in wholesale
cost pursuant to any action of the Federal Power Comamission
vholly or partially denying the Duke Power Company regquest
pending in FPC Docket No. E-7994, The University Service
Plants be, and hereby is, ordered to file tariffs
immediately reducing its rates accordingly.

3. That The University Service Plants be, and hereby is,
ordered to pass on to its customers with interest of 6% per
year any refunds received from Duke Power Company pursuant
to action of the Federal Power Commission.

4. That The University Service Plants shall keep its
books and records of all amounts collected pursuvaat to the
increase approved herein in such form and manner as they may
be audited by representatives and agents of the Utilities
Commission and properly accounted for under this Order.

S5e That The University Service Plants shall duly report
to the Commission all amounts collected pursuant to the
increase approved herein and the additional amount expended
for purchased power by monthly reports filed with the
Coamission within fifteen (]5) days after the end of each
calendar month during which said increases are callected.
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6. That the Notice attached as Appendix "A" be mailed to
all customers along with the next bill advising them of the
actions taken herein.

ISSUED BY ORDER OF THE COMMISSION.
This the 27th day of March, |974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

APPENDIX %"aA"
NOTICE

Upon Application of the University of North Carolina at
Chapel Hill, University Service Plants, in Docket E-39, Sub
2, the North Carolina Utilities Commission approved a rate
increase in the form of a purchased power cost adjustment
clause on bills for metered electric service sold on or
after March 27, |974. This increase allows The University
Service Plants to recover the increase in the cost of
purchased power attributable to the wholesale fuel
adjustment clause of Duke Power Company which was approved
under bond, pending final decision by the Federal Power
Commission in Docket No. E-7994. The increase is subject to
refund, with interest of 6% per year in the event the
Pederal Power Commission in its final decision wholly or
partially disapproves the Duke Power Company wholesale
increase.

DOCKET NO. E-22, SUB |61
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application by Virginia Electric ) SUPPLEMENT TO AUTOMATIC
and Power Company for Authority ) FUEL CLAUSE ORDERING PRO-
to Adjust and Increase its ) VISION TO EBSURE PROPER
Electric Rates and Charges ) ACCOUNTING TREATMENT OF
) BULK POWER TRANSFERS

BY THE COMMISSION: On February 8, |974, this Commission
allowed virginia Electric and Power Company authority to
implement an automatic fuel cost adjustment clause. The
alloved clause permits the company to adjust its rates
monthly by a specific formula related to the variance of
current fuel costs from an established base fuel cost. In
addition, the Commission 1is «cognizant of policies and
requests by certain federal agencies encouraging interchange
conservation energy to the energy-short Northeast. The
Commission supports and encourages the cooperative spirit of
the "coal-by-wire" plans, but recognizes a potential adverse
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impact on the electric ratepayers of Nortk Carolina from an
interaction of supplying bulk electric energy and the
automatic fuel cost adjustment clause. The generation of
electric energy for bulk interchange will require increased
consuaption of primary fuels by the supplying utilities. 1In
the present fuels market with its rapidly increasing prices,
increased consumption of fuels attributable to bulk
interchange of conservation energy could result in an
escalation of the average fuel cost experienced by a utility
above the average cost which would normally occur from
domestic demands. With the automatic fuel clause in effect,
this increased cost would be passed directly to the retail
electric consumer.

It is very unlikely that any bulk transfers of
consexrvation energy will be made from this region in the
near future due to the dislocations and limited supply
conditions in the coal market. However, over the 1longer
term, with an improvement in the coal market, bulk transfers
of electrical energy from utilities operating in North
Carolina to energy short regions is probable.

It is the opinion of this Commission that special
accounting procedures should be established to prevent any
adverse impact on the electric ratepayers of North Carolina
that could result from the interchange of conservation
energy and its interaction with the automatic fuel cost
clause now in effect.

IT IS, THEREFORE, ORDERED

(1) That virginia Electric and Power Company establish
appropriate accounting procedures to separate fuel
expenses resulting from generation of conservation
energy for coal-by-wire interchange fron fuel
expenses resulting from generation of electrical
enerqgy for domestic supply. The procedures should be
designed so that the average system fuel cost used in
the computation of the monthly fuel adjustment factor
for retail consumers will not be increased above
levels that would be experienced without. bulk
interchange of comnservation energy.

ISSUED BY ORDER OF THE COMMISSION.
This the 2nd day of April, [(974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)
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DOCKET KO. E-38, SUB 4
BEFORE THE NORTH CAROLINA UTILITIES COMBISSION

In the Matter of
Application of Crisp Pover Company, ) ORDER APPROVING RATES

Inc., for an Adjustment of Its ) AND PURCHASED POWER

Rates and Charges ) COST ADJUSTHENT FACTOR

HEARD IN: Commission Hearing Room, Ruffin Building, One
West Morgan Street, Raleigh, North Carolina

DATE: November |3, (974

BEPORE: Chairman Marvin R. Wooten, presiding,

Commeissioners Hugh A. WHells, Ben E. BRoney,
Tenney I. Deane, Jxr., and George T. Clark, Jr.

APPEARANCES:
For Applicant:

George A. Goodwyn

Pountain & Goodwyn

P. 0. Box 6|5

Tarboro, North Carolina 27886

FPor the Comnmission Staff:

Jerry B. Pruitt, Associate Conmission Attorney
Lee W. Movius, Associate Commission Attorney__
Ruffin Building

Raleigh, North Carolina

BY THE COHMISSION. on March 27, |974, Crisp Power
Company, JInc. ("Crisp"} filed an Application with the
Comnission seeking authority to increase electrical rates
and charges to residential and coamercial customers in its
service area in FEdgecombe County rural townships 8, 9 and
10, effective April |5, |974, by an overall increase of
20.17 percent which would produce approximately $7520 of
additional revenue based on a test year ending December 3|,
1973. By order dated April |0, |974, the Comamission,
declaring the application a general rate case, suspended the
proposed rate increases pursuant to G.S. 62-|34, aathorized
Crisp to put into effect, subject to refund, an interia
across—-the~board increase of |3 percent, and set the matter
for hearing at |0:00 a.n. on November (3, ]3%74, in tke
Comnission Hearing BRoom, Ruffin Building, One West Morgan
Street, Raleigh, North Carolina. On April |9, |974, Crisp
moved to amend its application so as to request authority to
apply a Purchased Pover Cost Adjustment Clause to its KiH
sales; by Order dated Nay 2, |974, the Commission granted
Crisp's npotion to amend its application but suspended
application of the Purchased Powéer Costs Adjustment Clause
pursuant to G.S. 62-|34, subject to investigation and
hearing in conjunction with the original application. On
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flay |7, 1974, Crisp moved the Commission to allow immediate
implementation of the proposed Purchase Power Cost
Adjustment Clause and filed an UOndertaking im conjunction
therewith; by Order dated #ay 30, |974, the Commission
granted said motion subject to the provisions of the
Undertaking. By Motion filed October 9, |974, Crisp moved
the Commission to allow Crisp to present its expert direct
testimony on the date of the hearing and to adopt, where
appropriate, portions of the testimony of the Commission
Staff; by oOrder dated October |4, (974, the Commission
granted said motion.

At the November |3, |974, public hearing, Crisp offered
the testimony of its Vice President and Director Joseph E.
Bagles, testifying on service, maintenance and financial
condition, and the testimony of Willis S. Hardesty, C.P.A.,
testifying on fair value, accounting and the cost of
purchased power. The Commission Staff offered the testimony
of Je Reed Bumgarner, staff electrical engineer, on
distribution facilities and electrical service, and the
testimony of William W. Winters, C.P.A., on original cost
net investment, revenues and expenses, and rate of return.
At the close of the hearing, Crisp adopted the testimony of
the Commission Staff except as contradicted by Witnesses
Eagles and Aardesty. There vere no intervenors,
protestants, or public witnesses in the proceeding.

Based on competent evidence adduced at the hearing, the
Commission makes the following:

FINDINGS OF FACT

l. Applicant Crisp Power Company is a duly organized
public utility, subject to the jurisdiction of the North
Carolina Utilities Commission, providing electric utility
service to approximately 200 residential and business
customers in Edgecombe County, North Carolina, rural
townships 8, 9 and |O.

2. Crisp, which has no electric generating capacity,
purchases all its electricity from Edgecombe-Martin Electric
Sembership Corporation ("Edgecombe-Martin®) which in turn
purchases its electricity on a wholesale basis from Virginia
Electric and Power Company ("VEPCO"). In calendar year
1973, the test period used by both Crisp and the Commission
Staff in this rate-making proceeding, Crisp paid Edgecombe-
Martin $|9,072.00 for |,317,330 KWH, an average cost of
.0)448 per KWH. In calendar year |972, Crisp purchased
1,106,460 KWH for $|3,790.00, an average cost of .0|246 per
KA. In |974, the average cost per KWH paid by Crisp has
and will continue to exceed |973 and |972 averages. This
increasing cost per KWH Crisp pays to Edgecombe-Martin
reflects the sieilarly increasing amounts Edgecombe-Martin
must pay VEPCO, its electric supplier. The increasing price
VEPCO charges its wholesale customers is occasioned by
VEPCO's vwholesale electricity rates in combination with the
Automatic Possil Fuel Cost Adjustment Clause VEPCO applies
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to its wholesale electricity sales. There 1is 1little
likelihood that Crisp's increased cost of purchased
electricity will decrease in the foreseeable future.

3. Crisp's immediate electric supplier, Bdgecombe-
Martin, is an Electric Hembership Corporation and as such, a
non-profit organization. Each year Edgecombe-Martin refunds
to its member-customers, including Crisp, on a pro rata
basis, whatever amounts it has collected in excess of its
expenses. These refunds, however, do not initially take the
form of an actual cash distribution; rather, Edgecombe-
Martin enters on its books capital credits for each nmember
in an amount equal to the member's refund. Between |937 and
1973, EBdgecombe-Martin allocated to Crisp on its books
capital credits totaling $28,374.00. This sum includes
$1,386 capital «credits for Crisp's 1973 electricity
purchases of $|9,072.00. Between 960 and 968, Crisp
received cash distributions totaling $6,92].00 for all
capital credits accumulated between [|937 and |956. The
$2|,453.00 capital credits accumulated between [957 and
1973, however, remain undistributed. Actual cash
distribution of capital <credits is conditioned upon (])
Edgecombe-Martin satisfying guidelines, issued by the Rural
Electrification Administration of the United States
Department of Agriculture, which require that Edgecombe-
Martin's equity equal or exceed 40 percent of its total
assets both before and after distribution, and (2) decision
by Edgecombe-Martin's Board of Directors to retire capital
credits by cash distribution. At present, Edgecombe-Martin
has no specific plans to distribute capital credits. When
further cash distributions are made, however, it will be for
capital credits accumulated in (957, and capital «credits
accumulated in |973 for |973 electricity purchases will not
be distributed until all capital credits for the preceding
years have been successively retired. Based on these
factors, the Commission finds that the $|,386 |973 capital
credits refund Edgecombe-Martin has allocated to Crisp's
account should not be deducted from Crisp's test year
purchased power expenses.

4. For this rate-making proceeding, Crisp has incurred
accounting and legal expenses totaling $(500.00. This sum
should be amortized over a three-year period and will be
included in the test period as a $500.00 expense.

Se Crisp presently has three directors, paying each an
annual fee of $|500.00, and employs a general manager at a
$3,300.00 annual salary. While the manager's salary
constitutes a reasonable expense, the Commission finds that
for an electric utility as small as Crisp, annual director's
fees totaling $4500.00 are excessive. Crisp has failed to
present evidence indicating otherwise. The Commission finds
that the $|500 annual Director's fee paid to Joseph E.
Eagles should be disallowed. Accordingly, for purposes of
ascertaining Crisp's test year expenses, directors' fees
will be expensed at $3000, which the Commission finds
reasonable, rather than $4500.
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6. The uncontradicted evidence indicates that the
original cost of Crisp's electric plant is $4},687, that,
after deductions of $|9,{16 for accumulated depreciation and
${,105 for customer deposits, net investment in plant is
$2],466, and that vith the addition of a $J,536 Allowance
for Working Capital, Crisp's original cost net investment
totals $23,002. Crisp’s evidence as to the replacement cost
of its property, however, is less persuasive. Testifying
for Crisp, Witness Hardesty derived a fair value of $34,9]0
by applying the Consumers Price Index to electric plant used
and useful. By this method, however, Hardesty failed to
consider what the replacement cost of Crisp's facilities
would be wusing present day technology and offered no
evidence vhy this factor should not be considered. The
Coamission finds that Crisp has failed to satisfy its burden
of proof as to the replacement cost of its property used and
useful. Therefore, the Comnission will use Crisp'’s original
cost net investment of $23,002 as the fair value of its
properties used and useful.

7. The Commission finds that Crisp's test year net
operating loss under present rates 1is $593. Crisp seeks
permission to generate 37,519 additional gross operating
revenues yielding additional net income of 35,182 (|) by
increasing the w@monthly minimum charge from $|.50 to 3$3.00
and (2) by raising monthly commercial and residential rates
by 25 percent on all electric consumption in excess of 30
K¥H. These proffered rates, however, would rTesult in an
excessive return on fair value; Crisp's proposed rates would
generate $5775 net operating income ($593 plus $5|82), a
25.]] percent return on Crisp's fair value of $23,002, The
Comnission finds that {4 percent constitutes a Jjust and
reasonable rate of rTeturn on the fair value of Crisp's
properties used and useful. As seen below, additional gross
operating revenues of $38|2 will yield additional net
operating income of $2627 and a total net operating income
of $3220 (3593 plus 32627), a |4 percent return on $23,002
fair value.
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CRISP PORER COMPANY, INC.
DOCKET NO. E-38, SUB 4
STATEMENT OF RETURN

after
Present Approved Approved
Rates Increase Increase

Net Operating Revenue $37,276 $3,812 $41,088

1

Operating Expenses:

Operating expenses 28,235 28,235
Maintenance expense 3,812 3,812
Depreciation expense o166 1,166
Taxes other than income 3,327 229 3,556
Federal and state income taxes }0 956 966
Investment tax credit

adjustment (net) 133 133

Total operating expenses 36,683 12185 37,868
Net Operating Income $ 593 $2,627 $ 3,220

Investment in Electric Plants

Electric plant in service $41,687 $ $49,687

Deductions:

Accumulated depreciation 19,116 19,116
Customer deposits 12405 1108
Total deductions 20,22] 20,22
Net investment in plant $2),466 $2).466

Allowance for Working Capitals

Cash on hand and in banks,
accounts receivable, and

materials amd supplies 3 4,033 3 $ 4,033
Less accounts payable and

accrued taxes 2,497 2,497

Total $ 1,536 $ 1,536
original cost net investment $23,002 $23,002

Rate of return on fair value
(original cost net investment) 2.58% 14.00%

8. Based on test period data, Crisp can generate $4878
additional revenues by increasing its mconthly ainimum charge
from $].50 to $3.00 and by raising its rates for monthly KHH
usage in excess of 30 KRH by |2.7 percent. Crisp!s monthly
rates and charges would be as follows:



136 ELECTRICITY

MONTHLY CHARGES PER KWH

Percent Increase
Usage Present Rates Approved Rates Over Pr n

| -30KWH $.10 $.10 -0-
(Domestic &
Commercial)

3|-80KWH .05 .056 12.7%
(Domestic &
Commercial)

8|-| 30KWRH .04 . 045 12.7%
(Domestic &
Commercial)

KWH in excess of

130 KWH
Domestic .02 .023 12.7%
Commercial .03 .034 12.7%
MONTHLY MINIMUNM CHARGE
Present Charge $1.50
Approved Charge 3.00

FARM EQUIPMENT SERVICE

Same as domestic rates plus demand charge of $|.|5 per KW
for all KW in excess of |0 KW per month.

Minimum monthly charge shall be greater of (|) $.75 per KVA
of transformer capacity or fraction thereof, or (2) the
contract minimum.

9. By means of a Cost Adjustment Factor, Edgecombe-
Martin passes on to its customers, including Crisp, all
increases in the cost of electricity attributable to VEPCO's
Wholesale Fuel Cost Adjustment Factor. By Order dated May
30, |974, the Commission allowed Crisp, on an interim basis
and subject to refund, to pass on to its customers, through
a Purchased Power Cost Adjustment Clause, the increased
electricity cost attributable to Edgecombe-Martin's Cost
Adjustment Factor. Crisp's Purchased Power Cost Adjustment
Clause was equal to Edgecombe-Martin's Cost Adjustment
Factor increased by a multiplier of |.|8 to account for
line-loss and tax factors. Crisp's use of the Purchased
Power Cost Adjustment Clause has increased its rates and
charges only to the extent occasioned by increased purchased
povwer expenditures. At present, both VEPCO and Edgecombe-
Martin continue to apply cost adjustment factors to their
KWH sales.

|10. The Commission 1is aware of the possibility that, in
the future, VEPCO's wholesale electricity rates will
increase because of wholesale electricity rate increases
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allowed by the FPederal Power Commission; the Coammission is
also aware that should this eventuate, Edgecombe-Martin may
in turn raise its rates to reflect this increased cost of
wholesale electricity. For Crisp, because of small size and
total dependency upon purchased power, such a passed-on
increase in wholesale electrical rates could easily and
swiftly reduce or obliterate the Company's rate of return.
This situation, however, can be avoided if Crisp's Purchased
Power Cost Addjustment Clause, by means of which Crisp |is
presently passing on increased purchased power costs
attributable to VEPCO's Wholesale Fuel Cost Adjustment
Pactor, 1is expanded to cover those purchase power cost
increases attributable to increases in VEPCO's wholesale
electricity rates. The following Purchased Power Cost
Adjustment Clause will do this: Crisp should increase or
decrease its approved rates by 0.||8 mill per KWH for each
0.1 mill by which its total average purchased power cost per
KWH purchased during the preceding month exceeds or is less
than |5.2 mills par KWH. The .| |8 mill per KWH increased is
obtained by multiplying O.| mill per KWH by the [|.|8 line
loss and tax factor multiplier discussed above in Finding of
Fact No. 9; the |5.2 mills per KWH represents Crisp's end of
period average test period cost per KWH.

{|. Pursuant to Commission Order issued April |0, |974,
Crisp put into effect, effective May 2, |974, and subject to
interest, an across-the-board interim rate increase of |3%.
This 1interim rate increase, howvever, exceeds the rate
increase authorized by today's Order and, therefore, caused
Crisp to collect excessive interim revenues.

CONCLUSIONS OF LAW

Based on the Findings of Fact set forth above, the
Commission concludes that Crisp Power Company, Inc. should
be allowed to increase 1its rates and charges by a [|2.7%
increase in its monthly commercial and residential rates for
K¥H usage in excess of 30 KWH and by an increase in its
monthly minimum charge from $|.50 to $3.00. The Commission
further concludes that Crisp should continue to apply to its
KWH billings a Purchased Power Cost Adjustment Clause. Such
increased rates and charges and Purchased Power Cost
Adjustment Clause will allow Crisp to convert its presently
inadequate rate of return into a reasonable and fair return
on its investment.

Because Crisp placed into effect interim rates higher than
the rates authorized today, Crisp should refund, at 6
percent interest, to each customer billed under interin
rates, the difference between the actual amount so billed
and the amount which would have been billed had the rates
authorized today then been in effect.

The Commission also concludes that if and when Crisp
receives cash distributions from Edgecombe-Martin in
retirement of capital credits accumulated by Crisp for its
electrical purchases during and after |957, Crisp should
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immediately notify the Commission of such distribution and
retain such distribution pending Commission Order. Since
these capital credits represent refunds in the cost of power
purchased by Crisp, since Crisp's customers have provided
the funds with which Crisp purchases its power, and since
Crisp's test period ‘expenses have not been reduced by any
capital credits because of the uncertainty of time of
distribution, the Comeission is of the opinion that any cash
distributions of capital credits should redound to the
benefit of Crisp's customers. Given the uncertainty of
distribution, how Crisp's customers will benefit from such
distributions can best be determined by the Commission when
and if such distributions are made.

IT IS, THEREFORE, ORDERED RS FOLLO®S:

|- That effective with all service rendered on and after
Decenber (5, |974, applicant, Crisp Power Company, Inc., is
authorized and permitted to put 1into effect increased
monthly rates and charges in the form of a |[|2.7 percent
increase in charges for KWH usage in excess of 30 KWH and an
increase in the minipum monthly charge from $|.50 to $3.00,
as detailed in Appendix A attached hereto.

2. That Crisp shall promptly refund, in cash or by
billing credit, to each customer billed under interim rates,
the difference between the actual amount so billed and the
amount which would have been billed had the rates authorized
in this oOrder then been in effect, and that Crisp shall
promptly report to the Commission the refund procedures
taken.

3. That Crisp shall continune to apply to its monthly KWH
sales a Purchased Power Cost Adjustment Clause by increasing
or decreasing its approved rates by 0.||8 mill per KWH for
each 0.| mill by which its total average purchased power
cost per KWH purchased for the preceding month exceeds or is
less than |5.2 mills per KWH.

4, That whenever Crisp receives from Edgecombe-Martin a
cash distribution representing retirement of capital credits
Crisp has accumulated on electricity purchases during and
after 1957, Crisp shall immediately notify the Commission of
the amount of such distribution and hold such distribution
pending Commission Order concerning dispersal of such funds.

ISSUED BY ORDER OF THE COMHISSION.

This |3th day of Deceamber, |974.

NORTH CAROLINA UTILITIES COMMISSION
Ratherine M. Peele, Chief Clerk

(SEAL)

APPENDIX ™an
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CRISP POWER COMPANY, IMNC.

Rates and Charges Authorized in
North Carolina ODtilities Commission
Docket E-38, Sub 4 Effective December |, |974

Usage -Approved Bates
1-30 KWH $.10

{Domestic & Commercial)

31-80 KWH - 056
(Domestic & Commercial)

8|-130 KWH «045
(Domestic & commercial)

KWH in excess of |30 KWH:
Domestic 023
Commercial . -034

PURCHASED POWER COST ADJUSTMENT CLAUSE
The above rates shall be increased or decreased by 0.||8
nill per KWE for each 0.l mill by which the +total average
purchased power cost per KWH purchased for the preceding
month exceeds or is less than |5.2 nills per KWH.
MONTHLY HININUM CHARGE
$3.00
(Domestic & Commercial)

FARNM EQUIPEENT SERVICE

Same as domestic rates plus demand charge of $|.|5 per KW¥
for all KW in excess of {0 KW per month.

flinimum monthly charge shall be greater of (|) $.75 per KVA
of transformer capacity or fraction thereof, or (2) the
contract minimun.

DOCKET NO. E-7, SUB |45
BEFORE THE NORTH CAROLINA UTILITIES COBMISSION

In the Matter of
application by Duke Power Company for )
Authority to Adjust and Increase its ) FINAL ORDER
Electric Bates and Charges ) CLOSIRG DOCKET

BY THE COMNISSION. This proceeding was instituted on May
31, 1972, with the filing by Duke Power Company (hereinafter
called “DUKE") of an application for authority to increase
its electric rates and charges for retail customers in North
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Carolina. The Application sought increases ranging from 4%
on low-use customers to approximately |0% for high-use
customers in the residential service, and from 5% to |7% in
the industrial service, to produce additional annual revenue
from retail service of $28,37|,000.

The Application was heard in Raleigh from Noveamber 8,
1972, through December 20, |972. The Commission issued its
order on June 2|, |973, allowing 72% of the increase applied
for, to produce $2|,000,000 additional annual revenue.

Duke appealed from the oOrder of the Commission to the
Court of Appeals, and on March 6, |974, the Court of Appeals
issued its decision affirming the Commission in Utilities
Commission, et al v. Duke Power Company, 2|N.C. App. 89
(1974) .

Duke appealed from the Court of Appeals to the Supreme
Court, and the Supreme Court reversed the Court of Appeals
and the Otilities Commission and remanded the case to the
Commission in Otilities Commission, et al v. Duke Power
Company, 285 N.C. 377 (1974). By oOrder entered herein on
October |0, |974, the Commission issued its final Orders
deciding subsequent rate applications filed by Duke in
Docket No. E-7, Sub |59, general rate increase, and Docket
No. E-7, Sub |6|, coal adjustment clause, which were based
upon more recent test periods than the test period in Docket
No. E-7, Sub |45, and which sought rate increases based upon
expenses and revenues for a more recent test period, and
rates fixed in such subsequent rate cases would necessarily
encompass all of the expenses and revenues involved in the
prior proceeding in Docket No. E-7, Sub |45, and the
Commission afforded all parties opportunity to file briefs
on the procedure for determination of said Docket No. E-7,
Sub |45, upon remand from the Court of Appeals, pursuant to
the decision of the Supreme Court.

Opon consideration of the briefs filed by the parties and
of the entire record in this proceeding and the decision of
the Supreme Court on appeal in this proceeding, as above set
forth, the Commission is of the opinion that Docket No. E-7,
Sub |45, 1involves the same subject matter which is now the
subject matter of the more recent applications and
proceedings in Docket Nos. E-7, Sub |59, and E-7, Sub 16].

on October |0, |974, the Commission issued its final Order
in Docket Nos. E-7, Sub |59, and E-7, Sub |6|, granting the
full increase applied for in each of said applications, for
test periods subsequent to the test period in Docket No. E-
7, Sub (45, The Commission finds and concludes that the
subject matter of Docket No. E-7, Suk |45, has beconme
encompassed by Docket No. E-7, Sub |59, and the decision of
the Commission in said Docket No. E-7, Sub |59, granting an
increase of $6|,000,000 to provide a fair rate of return on
the fair rate base of Duke for the test year ending December
3, 1973, covering all reasonable expenses of Duke for said
test period has concluded the application of Duke in Docket
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No. E-7, Sub (45, for the expenses and revenues and return
and rate base on a prior test period.

Based upon the above, the Commission finds that all of the
issues included in Docket No. E-7, Sub |45, have been
decided and determined in Docket No. E-7, Sub |59, and that
the proceeding in Docket No. E-7, Sub |45, should be
concluded and the docket closed.

IT IS, THEREFORE, ORDERED that the proceedings on the
application of Duke Power Company in Docket No. E-7, Sub
{45, have been concluded by the granting of the rate
increase as applied for in the subsequent applications in
Docket No. E-7, Sub |59, and Docket No. E-7, Sub |6]|, fuel
adjustment clause, and that the docket is now closed.

ISSUED BY ORDER OF THE COMMISSION.
This |O0th day of October, |974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. E-7, SUB |59
BEFORE THE NORTH CAROLINA UTILITIES COMNISSION

In the Matter of
Application of Duke Power ) ORDER APPROVING RATES PRESENTLY
Company for Authority to ) IN EFFECT; REDUCING CERTAIN RATES
Adjust its Electric Rates ) AND INCREASING CERTAIN RATES
and Charges ) UNDER MODIFIED RATE DESIGN

HEARD: Commission Hearing Room, Raleigh, North
Carolina, and the Cities of Charlotte, Marion
and Greensboro, North Carolina

DATE: May 28, (974, through July 23, [974

BEFORE: Chairman Marvin R. Wooten, presiding,
Commissioners Hugh A. Wells, Ben E. Roney,
Tenney I. Deane, Jr., and George T. Clark, Jr.

APPEARANCES:
For the Applicant:

@. H. Grigg & Steve C. Griffith, Jr.
Duke Power Company

4225 Church Street

Charlotte, North Carclina 28242

Clarence W. Walker
Kennedy, Covington, Lobdell & Hickman
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1200 N. C. ¥. B, Building
Charlotte, North Carolina

For the Protestants:

J. Ruffin Bailey & Kenneth Wootemn, Jr.
Bailey, Dixon, Wooten, McDonald & Fountain
P. O. Box 2246
Raleigh, North Carolina 27602

For: R. J. Reynolds Tobacco Coapany

For the Intervenors:

Robert B, Byrd
Byrd, Byrd, Brvin & Blanton
Drawer [269
Morganton, North Carolina 28605
For: Great Lakes Carbon Corp., Inc.

James E. Keenan
Paul, Keenan & Rowan
202 Rigsbee Avenue
Durham, dorth Carolina
For: N. C. Public Interest Research Group,
Inc., North Carolina AFL-CIO

Ruth Greenspan Bell
Powe, Porter, Alphin & Whichard, P.A.
First Union Bank Building
Durham, North Carolima
For: Duke University

I. Beverly Lake, Jdr., Robert Gruber &
Jerry, Rutledge
Attorney General
P. 0. Box 629
Raleigh, Worth Carolina 27602
For: 0Osing and Consuming Public

Thomas L. Barringer
Attorney at Law
P. O. Box 2334
Raleigh, HNorth Carolina 27602
For: N. C. Consumer Council, Inc.

Thomas R. Eller, Jr.
Cansler, Lassiter, Lockhart & Eller, P.A.
|00 N. C. National Bank Building
Charlotte, North Carolina 28202

For: Chemstrand Research Center, Inc.

Bertram Ervin Brown, II
Attorney at Lav
300 Government Center
Winston-Salem, North Carolina 27909
Por: Senior Citizens Club of Winston-Salem
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For the Commission sStaff:

Bdward B. Hipp

Commission Attorney

2|7 Ruffin Building

Raleigh, North Ccarolina 27602

John R. Molm

Associate Commission Attorney
2|7 Ruffin Building

Raleigh, NWorth Carolina 27602

BY THE COMMISSION. This proceeding 1is before the
Comnission upon the Application of Duke Power Company
{hereinafter called "DUKE") filed on September |4, ]1973, for
an increase in retail rates on electricity sold in North
Carolina of approximately $60,378,000 on an annual basis for
the original test year ending July 3|, 1973, being an
increase of approximately |6.8% on overall North Carolinma
retail operations.

By Order of September 25, |973, the Commission suspended
the rate increase and set the proceeding for investigation
and hearing. 1In its Application of September |4, {973, Duke
applied for an interim rate increase, and after notice and
hearing, the Commission by Order of October 30, [973,
authorized an across—the—-board increase of 8X to produce
approximately $28,000,000 on an annual revenue basis on an
interim increase, subject to refund and hearing and final
determination.

In Docket No. E-7, Sub |6], Duke also filed for an interim
coal clause and simultaneously filed in Docket Fo. E-7, Sub
159, a Petition for additional interim relief, and on
December |9, (973, the Commission authorized a further
interim increase ir Docket ©No. E-7, Sub |59, of 2.25%,
subject to refund.

The Commission further ordered that the hearings in Docket
Nos. E-7, Sub (59, and E-7, Sub |6|, be consolidated for
hearing and advanced the test period to the |2 months ending
December 3|, |973, and suspended the proposed rates for a
period of 270 days from the end of the revised test period
date of December 34, |9373. The Commission recognized the
Notice of 1Intervention of the Attorney General and allowed
Petitions to Intervene by Great Lakes Carbon Corporation,
Inc., North Carolina Public Interest Research Group, Inc.,
North Carolina AFL-CIO, Duke Dniversity, North Carolina
Consumer Council, Inc., Chemstrand Research Center, Inc., R.
J. Reynolds Tobacco Company, Senior Citizens Club of
Winston-Salem, Durham Welfare Rights Steering Committee and
Carolina Action.

The Attorney General appealed the Comnission's Order of
Decesber {9, 1973, authorizing interim increases in Docket
No. E-7, Sub ]59, and in the interim coal clause in Docket
No. E-7, Sub |6|. The Court of Appeals allowved Motions to
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Dismiss said appeals, and the Attorney General gave notice
of appeal from the decision of the Court of Appeals to the
North Carolina Supreme Court and filed Petition for Writ of
Certiorari on said interim coal adjustment clause. By Order
entered September 24, |974, the Supreme Court denied
certiorari and dismissed the appeal. Robert Morgan,
Attorney General v. Duke Power Company and State of North
carolina, ex rel., Utilities Commission, N.C.
s (1974).

Oon March 26, |974, Duke gave notice of intention to place
the full rate increase into effect under Docket No. E-7, Sub
159, as provided in G.S. 62-]135. The Commission approved
the Undertaking for said bonded rate increase on March 29,
1978, and on April |5, (974, Duke placed the full increases
into effect, producing an overall increase of |{6.8% on
Duke's North Carolina retail operations, as set forth in
detail in the proposed tariffs of increases on all rate
schedules filed on September |4, |973.

Oon May 9, |974, the Commission issued its Order requiring
publication of the final Notice setting the case for public
hearing, including publication of the maximum increases
proposed under alternative rate designs to produce equal
rates of return between rate classifications, and to promote
economic efficiency and reflect incremental cost.

The Commission held public hearings for 23 days beginning
May 28, |974, through July 23, |974, in Raleigh, Charlotte,
Marion and Greensboro.

Briefs were filed in this proceeding on August 23, |974.

At the public hearings, the Commission received the pre-
filed written testimony of all witnesses of the applicant,
the Staff and the intervenors, and each witness was tendered
for cross-examination and the transcript will show a full
and ample right of all parties to introduce all relevant
evidence and exhibits and to cross-examine all proposed
evidence and exhibits of all other parties.

Duke offered the testimony of the following witnesses: R.
B. Frazier, Vice President-Finance, testifying on the
financial condition of Duke; W. T. Hyde, Economic
Consultant, testifying on rate of return; Dr. Arthur T.
Dietz, Professor of Economics, Emory University, testifying
on rate of return; W. R. Stimart, Treasurer, Duke,
testifying on the accounting records and financial
statements of Duke; John B. Gillett, Consulting Engineer,
testifying on the trended original cost of Duke's plant;
Louis Guth, Economic Consul tant, testifying on Duke's plant
system and system efficiency; Austin C. Thies, Senior Vice
President-Production and Transmission, Duke, testifying on
the condition of plant and service of equipment in the
Production and Transmission Department; D. W. Booth, Senior
Vice President-Retail Operation, Duke, testifying on the
Duke retail service, including customer rates; G. A. Coan,
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Engineering Consultant, testifying cn Duke's rate design; H.
T. Hatley, Jr., Manager, Rate Department, Duke, testifying
on rate design; W. W. Carpenter, Vice President, Ebasco
Services, Inc., testifying on the fuel clause; B. B. Parker,

Executive Vice President, Duke, testifying on coal
purchasing practices and the fuel clause; Carl Horm, Jr.,
President, Duke, testifying on financial needs and

operations of Duke; D. H. Denton, Jr., Assistant Manager-
General Sales of Duke, testifying on the insulation
requirements for mobile homes, in order to qualify for the
all-electric rate; and Jacob Fisher, President, Homes by
Pisher, testifying on insulation requirements and the all-
electric rate for all-electric mobiles homes.

The Commission Staff offered the testimony of Dr. Edward
Erickson, Professor of Economics, North Carolina State
Oniversity at Raleigh, testifying on cost of service and
rate design; Dr. Robert M. Spann, Professor of Economics,
Virginia Polytechnic 1Institute, testifying on cost of
service and rate design; Allen L. Clapp, Staff Engineering
Economist, testifying on cost of service and rate design;
Donald R. Hoover, Staff Accountant, testifying on financial
statements, audit report and accounting records; Edward
Tucker, Staff Electrical Engineer, testifying on growth
factor and plant allocation; Edwin A. Rosenberg, Staff
Economist, testifying on cost of capital and rate of return;
William ©P. TIrish, Staff Economist, testifying on weather
adjustment; Andrev W. Williams, Staff Engineer, testifying
on fuel adjustment clause and generation reserve; and M. D.
Coleman, Staff Director of Accounting, testifying on
allowance for funds during construction.

The North Carolina AFL-CIO offered testimony of Curtis #.
Bushnell and John PF. Hennigan, Consulting Engineers, on
replacement cost and the depreciation of trended cost plant,
and Wilbur F. Hobby, President, North Carolina AFL-CIO, on
the impact of rates increases on customers.

The Attorney General offered the testimony of Dr. Charles
E. Olson, Professor of Public Utility Economics at the
Oniversity of Maryland, testifying on rate of return and
rate design; David PF. Crotts, Economist, North Carolina
Department of Justice, testifying on rate design; Wallace
Kaufman, President, Conservation Council of North Carolina,
testifying on conservation of electric energy and
environmental matters; Mrs. Lillian Woo, President, North
Carolina Consumers Council, testifying on the impact of rate
increase on consumers, management of Duke and financial
matters; and Paul Fahey, Consultant, testifying on the fuel
clause, cost of coal and coal purchase procedures.

The Senior Citizens Club of Winston-Salem offered the
testimony of Dr. Gary W. Bickel, Consulting Economist,
testifying on impact of electric rates on consumers; and Dr.
¥illiam E. Cage, Professor of Economics, Wake Forest
Oniversity, testifying on utility reqgulation and ratemaking.
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The Durham Helfare Rights Steering Committee and Carolina
Action offered the testimony of ©bDr. EBdward J. Wegman,
Professor of Statistics, University of Rorth Carolina at
Chapel Hill, testifying on the impact of rate increases on
consumers.

The Commission conducted additional public hearings in
Charlotte, Marion and Greensboro to receive the testimony of
public witnesses and also received testimony of public
vitnesses on designated days during the public hearings in
Raleigh.

Porty-five public witnesses testified® at the Charlotte
hearing in protest and opposition to the rate increase and
certain billing practices of Duke and citing the impact of
rate increases on the wvitnesses. Pour public' witnesses
testified in support of the increase.

Twenty-five witnesses testified in Marion in protest and
opposition to the rate increase and to billing practices of
Duke and the impact of rate increase upon the witnesses.

Thirty~five public wvitnesses testified in Greensboro in
protest and opposition to the rate increase and the billing
practices of Duke, including two witnesses from the Senior
Citizens Club of Winston-Salem. Pive public witnesses
testified in support of the increase.

There are five basic issues to be decided in this case:

({) Duke's reasonable original investment in its
properties devoted to the public use in North Carolina.

(2) The fair value of Duke's properties devoted to the
public use in North Carolina.

(3) Duke's reasonable operating expenses.

(4) The level of return on the fair value of its
properties required to enable Duke to compete in the market
for capital funds.

(5) The Jjust ard reasonable rates by which Duke may
derive the revenues it needs to obtain the rate of return to
which it is entitled.

This Order will treat each basic issue in numerical order.

I Reasonable original investment. ¥We have reviewed the
original investment in Duke's properties devoted to the

public use in ©North Carolina. We find that Duke has
acquired, purchased and constructed its properties in a
manner and with results vhich meet the statutory standards
of reasonable original cost. 1In some areas, notably that of
the construction of major generation facilities, Duke has a
record of excellence deserving of recognition and
comnendation.
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2. Fair Value. on balance, the evidence in this and
previous recent dockets involving Duke Power Coapany would
persuade us that the fair value of Duke's properties devoted
to the public use in North Carolina 1is not significantly
greater than 1its reasonable original cost. After careful
consideration of recognized translators of original cost, we
reach a result which (a) recognizes general, historic
inflationary pressures; (b) improvements in design and
progressive construction efficiencies; and (c) Duke's own
proven in-house ability to achieve optimum construction cost
results.

3. Reasonable operating expenses. In a separate docket
(E-7, Sub |6]), we have considered and dealt with Duke's

dosinant operating expense, 1i.e., the cost of fossil fuel
used in the generation of electric power. In that docket,
the findings and conclusions of which are binding here, we
have found that it is just and reasonable that Duke be
allowed to invoke wupon its basic rates a fossil fuel cost
surcharge (adjustment) to enable it to equitably and
expediently recoup those costs of fossil fuel which exceed
the base costs found to be reasonable in this docket. In
determining Duke's reasonable base cost of fossil fuel fcund
and concluded herein, we have carefully weighed all the
creditable evidence before us, including the broad
implications of the current and expected supply of fossil
fuel, current and expected market prices, Duke's fossil fuel
procurement policies and practices, and the relative
availability of coal supply (and the cost thereof) to Duke
from its own coal mining subsidiary. We have further
weighed and considered Duke's other reasonable operating
expenses, and we find that there are certain areas in which
Duke should be able to achieve further operating
efficiencies and savings. After having carefully considered
the current economic environment, the rapidly escalating
cost of fuels, and general inflationary trends, we conclude
that Duke should begin immediately to institute the most
careful review of its entire operating btudget to effect and
carry out savings in every possible area of operations. It
would appear that Duke's administrative cost 1levels have
been growing quite rapidly and out of an abundance of
caution it is our conclusion that Duke should give special
attention to this area of cost and expense. To cite some
examples, it appears that Duke is still paying a former
president of the company a $75,000 a year consultant's
salary which appears to us to be excessive and not
justified. It also appears that Duke is continuing to spend
money on advertising (so-called "institutional® advertising)
which wve find to be difficult to justify in these times, and
therefore conclude that except for those contract
commitments already entered into, Duke should eliminate this
item of operating expense until the further Oorders of this
Commission. It also appears that Duke has certain employees
engaged in activities which are broadly termed "public
relations," and we feel that these persons should be
withdrawn from such activities until the further Order of
this Commission and should be assigned specific
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administrative or functional duties directly related to its
electric utility operations.

4. Level of Return. The dynamics of the present
economy, while demanding the most careful judgment, do not
require, any more today than it ever did, a guaranteed rate
of return for Duke or any other public utility. The best
that is required of us 1is our reasoned and careful
adjudgment of what return will enable Duke to compete in the
market for those capital funds which it wmust have to
continue to provide reliable electric' service, where and
vhen it may be needed in its North Carolina service area.
We have carefully weighed and considered all the evidence
before us in this and other recent dockets involving Duke,
as well as other public utilities of similar characteristics
doing business in North Carolina and the United States,
wvhere Duke must compete for its needed capital funds. Ve
carefully weighed and considered Duke'’s required and
anticipated construction program for the foreseeable future
and the relationship of this program to the need for
additional capital funds. By our findings and conclusions
herein, we seek not to guarantee Duke or its stockholders
any rate of return, but rather to offer Duke's management a
rate structure and level within which, with prudent
management, Duke may earn the reasonable return herein found
necessary.

S. Rate Design. Basic and inherent to Duke's ability to
meet its reasonable operating expenses and earn a reasonable
return on the fair value of its properties devoted to the
public use in North Carolina are the design of its rate
structure. In attempting to enable Duke to construct and
implement a rate design which would fairly and equitably
distribute the cost of service among its various customer
groups and classifications, we previously ordered Duke to
carry out detailed cost of service studies. These studies
were put in evidence in this docket, as well as Duke's most
recent preceding rate increase application. Aadditionally,
the Commission's staff, through its own expertise and the
assistance of expert consultants, has offered voluminous
testimony on the subject of Duke’s rate design and the
relationship of rate design to the overall cost of service.
Additionally, testimony was offered by intervenors in this
docket on this very vital aspect of regulation. The many
refinements and subtle implications of rate design are too
numerous to treat in detail in this Order; we emphasize that
all such criteria have been carefully weighed and
considered. our objective has been to achieve a reasonable
and equitable rate of return for each customer class vis a
vis that rate of return earned for each other customer class
and the company-wide rate of return found to be reasonable
herein. He have notably found that the demands upon Duke
for increased capacity of generation and transaission
facilities and the demands for 1large amounts of fuels
generated by heavy-use customers are the principal factors
behind Duke's needs for increased revenues. After careful
consideration of all the evidence, we do not see or feel
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that the small and medium-use customer on Duke's system is
responsible for the pressures upon Duke for increased
revenues, and this Order will therefore reflect our decision
to allowvw no increase in basic rates in the residential 1low-
use blocks (up to 350 KWH per month affecting |22,000
households, which customers will receive base rate
reductions from present existing rates); and our decision to
allow reduced increases lowver than that requested by Duke,
in basic rates in the residential medium-use blocks (up to
1300 KWH per month affecting 422,000 additional households,
which customers will also receive a base rate reduction from
present existing rates). We have carefully considered and
weighed the proposition of seasonal rates as a method or
means of inhibiting the growth of air conditioning 1load on
Duke's system, and have reached the conclusion that there is
not a suficient showing to persuade us at this time to
invoke this ratemaking device in Duke’s ©HNorth Carolina
service territory. In this connection, however, the
Commission wishes to emphasize to both Duke and its
customers and to the public in general in North Carolina,
the continuing urgent need for the conservation of electric
energy and indeed all forms of energy in this State and in
this Nation. It is abundantly clear that the United States
is still confronted with an energy crisis, the solution to
which 1is not yet in sight. Due to market forces beyond the
control of this Commission, all forms of energy have reached
record price levels, and it does not appear to us that the
pressure on energy prices will socn akate. It is, however,
our opinion that reasonable and prudent conservation
measures on the part of all our people will speed the day
wvhen energy prices will begin to 1level off and perhaps
recede in the direction of the levels of the early 1970's.
We cannot, of course, promise that conservation will achieve
these goals; but we can certainly predict that 1lacking
conservation, the pressures on energy prices will continue
to grow and energy prices will continue to escalate. We
urge all concerned to investigate every avenue of energy
conservation and savings and to practice conservation as a
way of life for the predictable and foreseeable future.

Based upon the record herein and the evidence adduced at
the public hearings, the Commission makes the following

FINDINGS OF FACT

|- That Duke 1is duly organized as a public utility
company under the 1laws of North Carolina, holding a
franchise to furnish electric power in a major portion of
the State of North Carolina wunder rates and service
requlated by the Utilities Commission as provided in Chapter
62 of the General Statutes.

2. That the reasonable original cost of Duke's property
used and useful in providing retail electric service in
North Carolina is $},571,296,000, the reasonable accumulated
provision for depreciation is $4)7,581,000, and the
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reasonable original cost, approximately depreciated, is
$1,153,715,000.

3. That the reasonable allowance for working capital is
$54,092,000.

4. That the reasonable original cost of Duke's property
used and useful in providing retail electric service in
North Carolina ($14571,296,000), less accunulated
depreciation ($4]17,58|,000), and contributions in aid of
construction ($7,807,000), plus an allowance for working
capital ($54,092,000) is ${,200,000,000.

5. That the reasonable replacement cost of Duke's
property used and useful in providing retail electric
service in North Carolina is $|,453,347,000.

6. That the fair value of Duke's electric plant used and
useful in providing retail electric service in North
Carolina should be derived from giving five-sevenths (5/7)
weighting to the original cost of Duke's depreciated
electric plant in service and two-sevenths (2/7) weighting
to replacement costs of Duke’s electric “plant. By this
method, using the depreciated original cost of
$1,145,908,000 (excludes $7,807,000 of contributions in aid
of construction) and a replacement cost of $),453,347,000,
the Commission finds that the fair value of said electric
plant devoted to retail service in North <Carolina is
$(,233,748,000.

7. To the fair value of Duke's property used and useful
in providing retail electric service to the public within
North Carolina at the end of the test year should be added
the reasonable allowance for working capital in the amount
of $54,092,000.

8. That Duke's approximate gross revenues far the test
year after accounting and pro forma adjustments under
present rates are $374,076,000 and after giving effect to
the company proposed rates are $435,|56,000.

9. That the level of operating expenses after accounting
and pro forma adjustments, including taxes, interest omn
customer deposits, and after exclusion of the comsulting fee
paid to a retired officer ($75,000), is $303,600,000 which
includes an amount of 344,629,000 for actual investment
currently consumed through reasonable actual depreciation
before annualization to year-end level.

|0 That the fair rate of return which Duke should have
the opportunity to earn on the fair value of its North
Carolina investment for retail operations is 7.65% which
requires additional annual revenue from Xorth cCarolina
retail customers of $6],080,000 and requires approval of the
increased revenues as filed in the application on September
14, 1973, and which are presently in effect under bond;
provided, that the rate design for said increases is
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modified to equalize the rates of return as hereinafter
provided.

Il. That the fair rate of return on the fair value equity
of Duke is 9.8|%.

|2. That under the rates in effect prior to the
authorization of the interim rates herein and the bonded
rates herein, Duke was not and would not be earning an
adequate rate of return on the property used and useful in
its service to the public in North Carolina and under said
prior rates Duke could not continue in operation as a viable
electric utility in North Carolina, and that if said interina
rates and bonded rates are not approved, Duke cannot
maintain its ability to compete in the market for capital
funds on terms reasonable and fair to its customers and its
existing investors, and could not continue the construction
of plants presently being built and necessary for the
continued service to the public in its service area, and the
full amount of the increase applied for and the retention of
the interim and bonded rates is necessary to continuation of
adequate service in Duke's service area.

|3. That the rate of return which would have been earned
by Duke during the test period under the rates in effect
prior to the interim rates would be 5.4% on the fair value
of its plant in service in North Carolina, which would have
been inadequate to pay the interest on Duke's debt and cost
of capital to support the plant then in service, and if Duke
were required to refund any of the interim rate increases
being collected during the test period and during the
hearing, said refunds would cause a financial crisis and
jeopardize the <continued ability of Duke to meet its
expenses in providing reliable and adequate electric service
in its service area in North Carolina.

|4. That during the 1last three general rate cases of
Duke, i.e., Docket Nos. E-7, Sub |20 in |97}, E-7, Sub |28
in |)972, and E-7, Sub |45 in 973, the Commission has
authorized rates which the Commission calculated would allow
Duke to earn a |2% return on actual equity in the first two
cases and an |{% rate of return on actual equity on the
third case. Due to the increases in expenses after each
case greater than the expenses of the test period utilized,
Duke has not earned the allowed rate of return and has
operated over the last three years at a rate of return less
than the return authorized by the Utilities Commission as a
just and reasonable rate of return.

|5 In addition to rising operating expenses and fixed
charges, Duke's rate design has significantly contributed to
attrition in its earnings.

{6. That it 1is necessary for Duke to compete in the
market for capital funds on teres which are reasonable and
fair to 1its customers and to its existing investors in
accordance with G. S. 62-133(4) in order to meet its capital
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requirements and maintain facilities and services in
accordance with the reasonable requirements of its
customers, and under the rates in effect prior to the
interim increases herein Duke would not be able to conpete
in the capital market on such tersms.

J7. That the rates filed herein in Docket No. E-7, Sub
{59, are found to be Jjust and reasonable rates for all
amounts heretofore collected thereunder and for all amounts
to be collected thereunder, without any refund therefor,
pending implementation of the modified rate designs provided
and approved in this Order for future application.

18. That Duke's interim and temporary rates are not
unlawfully discriminatory and that the revenues collected by
Duke under provisions of refund should be retained by Duke,
in that the total annualized amount of rTevenue collected
does not exceed the alloved annual general rate increase of
$61,080,000 granted in this Order.

19. That the rates of return between rate classifications
produced by Duke's proposed rates are closer together than
those produced by previous rates; however, substantial
variations would still exist under Duke's proposed rates.

20. That Duke's proposed rate designs may be made more
effective in accurately charging the cost of service and
promoting economic efficiencies amd in conserving our scarce
energy resources.

2l. A rate design should (]) reflect costs of service,
{2) recognize changes in long run incremental costs, (3)
require classes of customers to pay their fair share of the
costs to serve them, and (4) enable the utility to earn a
fair rate of return on the fair value of its property
including a return on equity sufficient to attract necessary
nevw capital. The rate design approved in this case and
attached hereto ia Exhibits |, 2, 3, and 4 vill
substantially achieve these objectives and result in more
equitable and efficient pricing of electric power to Duke's
custonmers.

22. Duke and the Staff should continue to study the
refinement of metering techniques, pricing mechanisms and
conservation measures, so that Duke's customers will have
incentives to use power as efficiently and conservatively as
possible, and in these ways reduce the demands being placed
on the company and 4its ratepayers in the building of
generating facilities.

23. That the fair rate of return on Duke's fair value
rate base is 7.65%, which will allow Duke to continue to pay
a reasonable dividend on its common stock attributable to
its ¥North Carolina retail operations, and retain a
sufficient surplus for capital needs or other .application by
its shareholders and directors.
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24, That the reasonable base cost of fossil fuel included
in the rates fixed as just and reasonable rates in this
docket is 0.5039 cents per kilowatt hour.

25. The Commission considered the use of seasonal rates
with a summer-winter differential for the summer air
conditioning peak demand costs, but finds this ratemaking
method 1is not justified at this time, as being
insufficiently tested to justify the difficulty and
misunderstanding possible from such a rate systen.

26. That the schedules showing the derivation and
application of such findings are set forth and included as
part of these findings as follows:

DURE POWER COMPANY
NORTH CAROLINA RETAIL OPERATIONS
STATEMENT OF RETURN
"000*s"™ OMITTED

After
Present Increase Approved
_Rates Approved Increase

Operating_ Revenues
Gross operating revenues $__374,076 $6],080 $__u435,]156

Operating Revenue Deductions
Fuel expense 120,883 120,883

Purchased power 9,62] 9,62)
Operation and maintenance
expenses (excluding fuel

and purchased power) 72,883 72,883
Depreciation 49,280 49,280
Taxes - other than income 35,854 3,665 39,519
Taxes - state income 25| 3,445 3,696
Taxes - Federal income 1,248 25,906 27,154
Taxes - deferred incoame 15,916 15,916
Investment tax credit

normalized 112 112
Amortization of investment

tax credits {2:555) (2,555)

Total operating revenue
deductions 303,493 33,016 336,509
Net operating inconme 70,583 28,064 98,647
Less: 1Interest on customer
deposits 107 107

Net operating income for
return $ 70,476 $28,064 $ 98,540
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Investaent in Blectric Plant

ECTRICITY

Electric plant in service $1,57[,296 § 21,571,296
Less: Accumulated
depreciation 417,581 417,581
Contributions in aid
construction - 7,807 _ . 7,807
Net investment in plant 1.]85,908 1,145,908
Allowance for Worki Capi
Materials and supplies 36,839 36,839
Cash 24,224 24,22)
Minimum bank balances 8,590 8,590
Prepayments 315 315
Less: Average tax accruals { 8,736) (5,419) { 14,155)
Customer deposits { 1,718} . 4 _1.718)
Total allowance for working
capital 59,511 {5,419) 54,092

Net investment in electric
plant in service plus
allowance for working
capital

Pair value rate base

$],205,4]9 3(5,419) $1,200,000

$),293,259 $(5.,419) 34,287,840

BRate of return on fair value

rate base
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DUKE POWER COHPANY
RETURN ON COMMON EQUITY
NORTH CAROLINA RETAIL OPERATIONS
nQ001s" OMITTED

Embedded Net Op-

Cost or erating

Return on Income
Fair value Ratio Common for
Rate Base % BEquity % Return

‘ _Present Rates - Fair Value Rate Base
Capitalization

Long-tarm debht $ 663,583 5{.31 6.67 344,26|
Preferred stock 175,870 13.60 7.22 12,698
Common aquity |/ 428,130 33.40 3.16 13,517
Deferred investment ‘
tax cradit 2/ 603 .05 - -
Deferred income taxes 25,073 1.9% - s
Total $1,293,259 |00.00 o $70,47

Approved Rates - Fair Value Rate Base

Long-term debt ¥ 660,600 5].29 6.67 344,062
Preferred stock 175,080 13.59 7.22 12,64]
Common equity |/ 426,600 33.13 9.8] 4,837
Deferred investmant

tax credit 2/ 600 .05 - -
Deferrad income

taxes 24,960 1.94 - =

Total %0,287,8490 100.00 - $38,540

|/ Excludes commron stock equity in sutsidiaries of
$32,6u8,000.

2/ Excludes 32,474,000 of Job Development Investment tax
credit.

NOTE: Deferred investment tax credit ard deferred incoume
taxes represent cost-free capital.
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DUKE POWER COMPANY
NORTH CAROLINA RETATL OPERATIONS
REVENUE REQUIREMENTS CORRELATED TO
ORIGINAL COST AND FAIR VALUE COMMON EQUITY
“000's"™ ONITTED

Iten original Cost Net
Investment Prior to
Adjustment for Fair
Value Increment

Revenue Resgquirements:

Gross revenues - prasent rates $374,076

Additional gross revenue required
to provide |([.50% return on
original cost common equity $ 54,930

Total revenue requirements $429,006

Net income available for return on equity $ 38,986

Equity component $338,9 |4
Return on actual conmon equity 11.50%
Revenue Requirements: Fair Value Rate Base
Gross reventes - present rates $374,076

Additional gross revenue raquired
to provide ](.50% return on
original cost common equity $ 54,930

Additional gross revenue required

for fair value common egquity $ 6,150
Total additional revenue $ 6],080
Total revenue requirements $435,156

Net income available for return on equity & 4],837

Equity component $426,600

Return on fair value equity 9.8 %
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CONCLUSICNS

The Commission concludes from all of the evidence in this
proceeding that it is necessary and essential and in the
public interest to approve the revenues presently bLeing
collected from interim rates and temporary rates under
provisions of G.S. 62-|35, and that it is further necessary
and essential in the public interest to modify the rate
designs upon which said rates are structured, for collection

of such ravenues in the future. Failure to approve said
interim and temporary vrates, and the revenues collected
thereund2r, as just and reasonable, would jeopardize

adequate service to the public, and would place Duke in a
weakened financial condition to compete in the market for
capital funds. The public interest requires that North
Carolina continu~ to be provided with adequate and reliable
electric service to maintain a sound economy and that Duke
be financially able to continue the operation of electric
service which is essential to the health and welfare of the
public of North Carolina. The interim and bonded rates are
approved only wuntil such time as modified rate designs to
produce the same additional revenues can be placed into
effect as provided hereafter in this Order.

The Commission concludes that the company's evidence with
respect to replacem2nt cost failed to give proper
consideration to improvements in plant design and
efficiency. The Commission further concludes the company's
method of computing the depreciation reserve applicable to
the trended original cost is incorrect. First, the company
trends up the original cost of plant, but fails to trend up
in like amount the d2preciation reserve applicaktle to that
plant. For example, the depreciation reserve applicable to
the trended original cost of the Rocky Creek hydro
production plant was 247%, whereas the took depreciation was
90% on an original cost basis. Second, it 1is recognized
that the group method utilized in the Duke evidence in which
large amounts of plant are included in cne category and to
which a composite depreciation rate is applied is the least
accurate.

The Commission concludes that the analysis of the
depreciation reserve applicable to the steam and hydro plant
conducted by the witnesses Bushnel and Hennigan is the
correct method of computing the depreciation reserve as
applied to the trended original cost. The Commission takes
note that this method 1is also appropriate for the
transmission and distribution plant of the company.

G.S. 62-|34(b) authorizes the Commission to suspend rates
filed by Duke for a period of 270 days from the time they
would otherwise have gone into effect. The rates filed in
Docket No. E-7, Sub |59, on September |4, |973, would have
gone 1into effect on October |5, 973, and the Commission
order suspending said rates for 270 days would have exgired
on July |2, 974, being 270 days after the original
effective date.



I's8 ELECTRICITY

Duke appealed to the Supreme Court from the Comamissionts
order in the Application of Duke in Docket No. E-7, Sub (u5,
vhich fixed the rates in effect prior to the interim rates
herein, and the Supreme Court reversed the Commission in its
calculations of the return required by North Carolina law on
the equity investment in the Duke property. Oor July |,
|974, the Supreme Court remanded the rate case in Sub |45 to
the Commission on the Court's finding that the Utilities
Commission's calculation of rate of return on the fair value
of Duke's property was not in accord with the statutory
formula for rate of return on equity as required by the
Supreme Court in Utilities Commission v. General Telephone,
28] N.C. 3(8. This most recent requirenment of the Supreme
Court for a revised method of calculating the rate of return
on the fair value of the equity requires approval of the
16.8% overall increase to produce %6|,|37,000 of additional
annual revenue on North Carolina retail electric operations.
Anything less than the $6|,137,000 annual increase applied
for in this Application would fail to meet the requirements
of the Supreme Court in Jtilities Commission ¥. Duke, 285
¥.C. 377 (1974, on the appeal in Docket No. E-7, Sub |45,
and would be inadequate under the North Carolina 1law.

In considering the various accounting adjustments that
were presented in the Staff testimony and the Duke
testimony, he Conmnnission concludes that this proceeding
should be decided on the basis of the accounting adjustments
recognized in the last Duke rate case in Docket No. E-7, Sub
|45, as decided on appeal in the North Carolina Suprenme
Court in Otilities Commission, et al v. Duke Pawer Co
285 N.C. 377 (1974), without prejudice to such consideration
of accounting adjustments as the Commission Staff or cther
parties may seek in any subseguent rate proceedings. This
includes the adjustments for the allowance for funds during
construction (AFDC), for investment credit, for deferred
income taxes and for such other accounting adjustments which
were included in the Staff testimony or the testimony of
other parties and which are not adopted in this decision.
The Staff and said parties are free to present studies 1in
support of such adjustments in other cases involving Duke or
other utilities regulated by the Utilities Commission, and
this decision shall not be construed to be a precedent or
res Jjudicata as to the treatment of the accounting
adjustments allowed in this decision or not allowed in this
decision, and they are specifically not rejected for
consideration in future cases.

The reasonable oparating expenses of Duke have excluded
the 375,000 a year consulting compensation paid to the
former President of Duke.

We find that a rate of return of 9.8% on the fair value
eguity of Duke is a just and reasonakle rate of return on
the appreciated equity of Duke. It requires gross revenue
of $6,150,000 in addition to the $54,930,000 necessary to
produce a return of [|.5% on the book ccmmon equity of Duke.
The 36,150,000 is additional revenue required under the
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decision in Commission ¥. Duke, 285 N.C. 377 (]974), as the
return on the appreciated equity from the fair value
appreciation in the rate base, referred to by the Court as
the Ypaper profit." The $54,930,000 of additional revenue
would have produced a return on actual common equity of
11.5% and would have allowed Duke to compete in the market
on terms reasonable to its existing stockholders and to its
customers, and the $6,150,000 more revenue from additional
rate increases is dzemed to comply with the requirement for
additional earrings from such paper profits in the fair
value rate base. The book coamon equity is increased by the
entire $87,840,000 of the increment for the fair value rate
base. This changes the ratio of equity froa 28% to'33% in
the capital structure of Duke, as pro formed for the Ffair
value =aquity. The reguired ©rate of return on fair value
equity is reduced by the resulting change in carpital
structure, based upon the reduced risk to the equity
component, and the Commission finds that the fair rate of
return on the resulting fair value egquity is 9.8|%. Util.
Comm. ¥. Duke, (supra), at p. 396. This will require a rate
increase of $6|,080,000 and is found to be fair on the
original cost equity and results in the steckholders
receiving additional earaings attributable to the paper
profit included in the fair value equity of $6,150,000.
This results in the stockholders actually having rates set
to produce (2.35% return on the actual equity they have
invested, instead of the ||.5% which the Commission finds to
be a fair return on actual common eguity, in compliance with
the Court's decision in Commission ¥. Duke, supra.

This' Order is based upon a test period of twelve months
ending December 3|, |973, and fixes rates to produce a fair
rate of —return on the fair value of all property used and
useful in providing service to the public at the end of the
test period on December 3|, [973. This determination thus
encompasses the subject matter of any prior rate application
still pending based on an earlier test period and earlier
expenses, revenues and rate base. 1In the rate case filed by
Duke on May 3{, 1972, in Docket No. E-7, Sud |45, the
Coanission Order of June 2], |973, granting 72% of the rate
increase applied for was appealed by Duke and the Court of
Appeals affirmed the Commission in Utilities Commission V.
Duke Power Company, 2| N.C. App. 89, 203 S.E. 24 404 (|974).
Duke appealed to the North Carolina Supreme Court, and the
Supreme Court reversed and remanded, in Utilities Commission
¥. Duke Pover Company, 285 N.C. 377 (1974), with
instructions to remand to the Coamission for further
proceedings by the Commission not inconsistent with the
Court's opinion. This Order and the rates fixed herein thus
cover a more recent test period and encompass the nratters
included in the Court's opinion,

The rate schedules filed by Duke in its Application on
September [4, |973, were designed to produce $6(,080,000 of
additional annual revenue from 3its North Carolina retail
customers during the twelve months ending December 3|, |973.
These rates vwere designed on the same basis as the rates
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approved by this Commission in Duke's last rate case, Docket
No. E-7, Sub }45. The interim and temporary rates in this
docket, which are in effect subject to refund, are not
unlawful. The Conmission is of the ofpinion that since the
total additional revenues obtained by Duke from rates that
were in effect in this docket subject to refund would be no
greater than the $61,080,000 of additional annual revenue
found herein to be just and reasonable, and since the
interin and temporary increases are found to be not
unlavwful, none of the revenue collected subject to refund in
this docket should be refunded.

The rates proposed by Duke in this docket are based upon
the general format of the rate schedules previously in
effect. The proposed increases were applied to the existing
rate design, resulting in raising the price per KWH in each
block of each schedule. The Commission concludes from the
evidence of the witness Spann that the rates of return
obtained from Duke'’s proposed rates for the test year vary
substantially between rate classifications. Using Duke's
proposed rates, based on test year operations, the rate of
return for the residential class would have been |0.]9%
vhich would have been greater than the North Carolina systen
retail average of 9.45%. The rate of return from the
indastrial class would have been materially lower at 7.94%.
(Figures based on net investment.)

The Commission concludes that an appropriate rate design
should reflect long-run incremental costs, conserve energy
resourcas, and promote economic efficiencies. The rate of
return on the residential rate class should be reduced and
the rate of return on the industrial class should be
increased so that each class pays a return which 1is closer
to the average retail rate of return. Certain residential
rate schedules had a lower than average rate of return,
wvhile others were above average. The variation in rates of
return between rate schedules within the residential class
on Duke's proposed rates would be relatively large. This
variation should be reduced. Rate schedules which meet
these objectives are listed as "Approved Rates® in Exhibits
ls 2, 3 and 4 attached. The approved rate schedules
attached are designed with pricing changes to reflect a more
equitable and efficient rate design.

The residential rates are designed such that all
residential customers who use less than 350 KWH will receive
no rate increase. In addition, residential customers who
use less than 300 KWH will receive rate increases in
anounts less than +those proposed by the company and less
than the rates presently in effect under bond. All monthly
bills for usage over [|300 KWH will be charged the amount
proposed by Duke (Note: round-off errors may caase these
bills to be a few cents different from Duke's proposed
charges). Sample bills for each residential rate schedule
are included in Exhibits [, 2 and 3.
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Under this rate design, approximately 40.9% of the bills
rendered in North Carolina on the basic residential
schedule, R, during |973 would receive no increase, and
94.7% would receive an increase less than that proposed by
Duke. Approximately |0.8% of the North Carolina bills on
the residential water heating schedule, RW, would receive no
increase, with 84.5% receiving less than the full increase
proposed by Duke. On the residential all-electric schedule,
RA, in North Carolina, about 5.4% of the bills would receive
no increase, with 44.8% receiving increases less than Duke
proposed. In total, an average of 22,000 residential
households in North Carolina would receive no increase in
rates, with an average of approximately 422,000 additional
residential households receiving less than the full increase
proposed by the company. All customers will continue to be
affected by the operation of the automatic fossil fuel cost
adjustment clause which will result 1in increases or
decreases on the basic rates varying with monthly fossil
fuel costs.

The changes in the pricing of the residential rate
schedules would reduce the total revenues obtained from the
residential customaers and, therefore, reduce the rate of
return on that class of service. 1Increases in addition to
those proposed by Duke would be needed in the industrial
class to obtain a rate of return on that class of service
vhich would more nearly equal the average retail rate of
return. The industrial rate schedules (Schedules I and 1IP)
listed as "Approved" in Exhibit 4 were increased in amounts
greater than that proposed by the company. The additional
revenue obtained from the industrial customers would be no
greater than the loss in revenues realized by Duke due to
the changes described above in the residential schedules so
that the total additional annual North Carolina revenues
produced by the rate schedules finally approved herein will
be approximately equal to but no greater than the
$61,080,000 found reasonable.

As can be seen from Exhibit 4, the industrial Schedule I
which is listed as "Approved™ uses Duke's Lkasic rate design,
but reprices the blocks of the rate schedule so that the
price in each rate block is greater than or egqual to Duke's
proposed rate, but no greater than the rate listed as "Equal
Rates of Return" which was noticed to the public. Further,
the percentage increase on each rate block is larger in the
first blocks of the rate schedule which would cause poor
load factor customers to experience 1larger percentage
increases on their bills. This change would reduce the
amount of subsidization present within the industrial
schedule as found and testified to by Dr. Spann.

A review of the effect of the approved residential and
industrial rate schedules discussed above indicates that
based on test year operations, the rates of return would
move closer together. The residential rate of return would
be 9.53%, with the average retail rate of return being
9.45%. The industrial rate of return would be 8.9)%. This
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represents a considerable reduction in the variations in
rate of return. Further, the approved resideatial schedules
vould reduce variations in rates of return within that class
by approximately 35%.

The Commission concludes that although Duke's interim and
temporary rates are not unlawful, it is necessary to reprice
the residential and industrial schedules in such a manner
that the rates of return on these classes of service would
be more nearly equal and more closely meet the other
objectives set out heretofore. The Commission is of the
opinion that the rate schedules 1listed as "Approved" in
Exhibits §, 2, 3 and 4 (R, RW, RA, I and IP rate schedules)
would produce this result and, therefore, should be
substituted for Duke's proposed rate schedules wunder the
rate section of the appropriate tariffs. All other terms
and conditions of those schedules, as well as all cther
tariffs included in this Application, should be approved as
filed. The total additional annual revenues obtained by
Duke from the rate schedules approved will be no greater
than $6),080,000.

IT IS, THEREFPORE, ORDERED AS FOLLOWS:

(. That effective for service rendered in North Carolina
on and after the date of this Order, Duke Power Company is
hereby alloved to place into effect the increased rates
described in paragraph 2 below, vwhich are designed to
produce additional annual revenues in the amount of
$61,080,000.

2. That the rates approved in this Order are to be
designed as follows: The rate schedules listed as
“approved" in Exhibits |, 2, 3 and 4 attached to this Order
(R, RW, RA, I and IP rate schedules) shall be substituted
for Duke's proposed rate schedules R, RW, RA, I and IP under
the "Rate" section of the respective tariffs. All other
terms and conditions of those tariffs and all other rate
schedules filed in the Application, including Schedules ¢,
¥, Ga, 9, BC, 12, T, and TS, as well as all aspects of all
other tariffs included 3in this Application are hereby
approved as filed.

3. That the revenues collected by Duke under the interinm
and temporary rates filed in this docket are hereby affirmed
as Jjust and reasonable and the undertakings filed with said
rates are hereby discharged and cancelled.

4. That Duke Power Company and the Commission Staff are
hereby directed to study the refinement of metering
techniques, pricing rechanisms, and conservation measures so
that Duke's customers will have incentives to use power as
efficiently and conservatively as possible, and in these
vays reduce the demands being placed on the company and 1its
ratepayers in the building of generating facilities.
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5. That Duke Power Company should give public notice of
the rate increase approved herein by mailing a copy of the
Notice attached as Appendix "AY by first class mail to each
of its Worth carolina retail customers during the next
normal billing cycle.

ISSUED BY ORDER OF THE COMMISSION.
This |0th day of October, |974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)
EXHIBIT No. |
RESIDENTIAL SERVICE - General
R Schedule
Present
$3.40 for the first 80 KWH or less
2.47¢ per KRH for the next 220 KHH
2.36¢ per KRH for the next 700 KWH
2.24¢ per KWH for the next 500 KWH
|.76¢ per KHWH for all over |[500 K#H
Proposed
$4.00 for the first 80 KWH or less
2.88¢ per KWH for the next 220 KWH
2.75¢ per KHH for the next 700 KWH
2.6\¢2 per KWH for the next 500 KWH
2.05¢ per KWH for all over |500 KWH
Approved
$3.40 for the first 80 KWH or less
2.47¢ per KWH for the next 220 KWH
2.36¢2 per KWH for the next S0 KRH
2.88¢ per KWH for the next 950 KWH
2.61¢ per KWH for the next 200 KWH

2.05¢ per KWH for all over |500 KWH
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Sample Bills
Usage Present Proposed Approved
Bill Bill Increase over Bill Increase over
(%) (€3] Present (%) (%) Present (%)
0 $ 3.40 4.00 i7.6 3.40 0.0
80 3.40 4.00 17.6 3.40 0.0
150 5.13 6.02 17-3 5.13 0.0
200 6.36 7.46 17.3 6.36 0.0
350 10.0] 1171 170 10.0¢ 0.0
500 13.55 15.84 16-9 [4.33 5.6
700 18.27 21.34 16.8 20.09 10.0
1000 25.35 29.59 16.7 28.73 13.3
1500 36.55 42.64 16.7 42.59 {6.5
2000 45,35 52.89 16.6 52.84 [6¢5
3000 62.92 73.39 16.6 73.34 16.5
EXHIBIT No. 2
RESIDENTIAL SEBVICE - with Water Heating
RW Schedule
Present
$3.65 for the first 80 K¥H or less
2.47¢ per KWH for the next 70 KWH
|.83¢ per KWH for the next 550 KWH
|.76¢ per KWH for all over 700 KWH
Proposed
$4.25 for the first 80 K¥H or less
2.88¢ per KWH for the next 70 K®H
2.13¢ per KWH for the next 550 KWH
2.05¢ per K¥VH for all over 700 KWH
Approved
$3.65 for the first 80 KWH or less
2.47¢ per KWH for the next 70 RWH
|.83¢ per KWH for the next 200 KWH
2.24¢2 per KWH for the next 950 K%H
2.05¢ per KWH for all over |300 RWH
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SAMPLE BILLS

Usage Present Proposed Approved

Bill Bill Increase over Bill Increase over

%) (%) Present % ($) Present %
0 3.65 4.25 |16.4 3.65 0.0
80 3.65 4.25 16.4 3.65 0.0
150 5.38 6.27 16.5 5.38 0.0
200 6.29 7.33 16.5 6.29 0.0
350 9.04 10.53 16.5 9.04 0.0
500 11.78 13.72 16.5 12.40 5.3
700 | S. 44 17.98 16.5 16.88 9.3
1000 20.72 24.13 16.5 23.60 13.9
1500 29.52 34.38 165 34.42 16.6
2000 38.32 44.63 16.5 44.67 16.6
3000 55.92 65.13 16.5 65.17 16.5

EXHIBIT No. 3
RESIDENTIAL SERVICE - All Electric

RA Schedule

Present
$3.8| for the first 80 KWH or less
2.47¢ per KWH for the next |20 KWH
|.83¢ per KWH for the next 500 KWH
l.76¢ per KWH for the n=xt 300 KWH
|.54¢ per KWH for the next 500 KWH
|.30¢2 per K¥H for all over {500 KWH
Proposed
$4.45 for the first 80 KWH or less
2.88¢ per KWH for the next |20 KWH
2.| 3¢ per KWH for the next 500 KWH
2.05¢ per KWH for the next 300 KWH
|.79¢ par KWH for the next 500 KWH
1.51¢# per KWH for all over {500 KWH
Approved
$3.8]| for the first 80 KWH or less
2.47¢ per KWH for the next 120 KWH
|.83¢ per KWH for the next |50 KWH
2.16¢ per KwH for the next 950 KWH
|.79¢ per KWH for the next 200 KWH

1.51¢ per KWH for all over |500 KWH
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SAMPLE BILLS

Usage Present Proposed Approved
Bill Bill Increase over Bill Increase over
(%) (%) Present (%) (€3] Present (%)

0 3.8] 4.45 16-8 3.8] 0.0
80 3.8{ 4.45 16.8 3.8] 0.0
150 5.54 6.47 |16.8 5.54 0.0
200 6-.77 7.9] 6.8 6.77 0.0
350 9.52 [1-10 16.6 9.52 0.0
500 12.26 [4.30 16.6 12.76 Y. |
700 15.92 18.56 [6.6 17.08 7.3
1000 21.20 24.7] 16.6 23.56 111
1500 28.90 33.66 16.5 33.62 16.3
2000 35.40 41.21 ]6.4 41.17 6.3
3000 48.40 56.3| 16.3 56.27 16.3
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APPERDIX "A®

DOCKET NO. EBE-7, SUB |59
DOCKET NO. E-7, SUB |6|

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Duke Power Company )
for Authority to Adjust its Electric ) NOTICE TO
Rates and Charges ) CUSTOMERS

Oon Septeaber |4, 1973, Duke Power Company filed an
Application with the North Carolina Utilities Comaission for
authority to increase electric rates to its North Carolina
retail customers. This Application requested approval cf an
overall 16.8% increase in rates that would produce
$61,080,000 of additional annual revenues from North
Carolina retail customers. The rates proposed by Duke were
placed into 2ffect subject to refund on April |5, (|974.

on October |0, 1974, the Commission issued the final
decision in this docket. That Order requires that the
interim and temporary rates presently in effect be rolled
back to the original rates for residential customers using
less than 350 KWH a month, and te rolled back partially for
residential customers using less than |300 KWH a month,
effective for service rendered after October |0, |974. The
bill for usage over |300 KWH monthly will be equal to Duke's
temporary charge which 1is presently in effect. This rate
design results in bills which will be 1lower, exclusive of
fuel <charges, than those «currently teing charged for all
households with a monthly usage under [300 KWH. on the
average, approximately |22,000 households in North Carolina
will receive a decrease back to their prior rates, and
approximately 422,000 more households will receive some
reduction in their present rate. All customers will be
affected by the automatic fossil fuel clause which results
in increases or decreases on the basic rate wvarying with
fossil fuel costs.

Duke's North Carolina industrial customers will be charged
rates in excess of those proposed by the company. Poor load
factor industrial customers will receive the 1largest
percentage increases. This rate design will result in
raising the rates of return on this class of service closer
to the average retail rate of return and, therefore, will
cause the industrial class to more nearly pay its fair share
of costs.

The general, or commercial rate, schedules were approved
as filed, and as presently in effect.

The oOrder found that the revenue collected from the
interim and temporary rates was required to maintain
service, and the roll-back in low-use residential rates and
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the increase in industxial rates was ordered effective for
service rendered after October |0, |974, without refund.

The Comnaission emphaéized to both Duke and its customers
and to the public in general in North cCarolina the
continuing urgent need for the conservation of electric
energy, and indeed all forms-.of energy in this State. The
Conmission stated that it is clear that the United States is
s5till confronted with an energy crisis, the solution to
vhich 1is not yet in sight. The Comnission expressed its
opinion that reasonable and prudent conservation measares on
the part of all people will speed- the day when emnergy prices
will begin to level off and perhaps recede in the direction
of the 1levels of the early }970's. The Commission stated
that lacking conservation, the pressures on energy prices
will continue to grow and energy prices will continue to
escalate, and urged all concerned to investigate every
avenue of energy conservation and savings and to practice
conservation as a wvay of 1life for the predictable and
foreseeable future.

Copies of the schedules may be obtained at your Duke Power
Company offices.

Issued October |0, {974.

DUKE POWER COMPANY

DOCKET MO. E-7, SUB |67
BEFORE THE NORTH CAROLINA UTILITIES COMHISSION

In the Matter of
Application of buke Power Company ) ORDER DISHISSING ~
for Authority to Adjust its ') APPLICATION INCONSISTERT
Blectric Rates and Charges ) WITH CORREBT INCREASES

BY THE COMNMISSION. On Bay 24, |S74, Duke Powver Company
filed the Application herein, seeking approval of an
increase in rates on retail electric service in North
Carolina to become effective July |, [|974, to produce
additional revenue in the approximate amount of $83,332,000
annually, based upon an overall increase of (6.6% in its
rates and tariffs for retail service in North Carolina.

At the time of the filing of this Application on May 24,
{974, Duke had pending before: the Commission its rate
increase application in Docket No. E-7, Sub |59, in the
amount of $60,378,000 annually, based on an overall increase
of |6.8% in rates, and an application in DPocket No. E-7, Sub
161, for a coal adjustment clause. An increase approved in
part and denied in part in Docket No. E-7, Sub |45, on June
21, 1973, vas pending on appeal in the North Carolina
Supreme Court on Duke's appeal from the Order of the XNorth
Carolina Court of Appeals affirming the Commission in ©Util.
Comm. ¥. Duke Power Co., 2| H.C. App. 89, 203 S.E. 24 404
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(1974) . The increases proposed in Docket Nos. E-7, Sub |59,
and E-7, Sub |6]|, were consolidated for hearing and were
heard during the period from May 28, |974, through July 23,
1974,

By oOrder of June 27, |974, the Commission suspended the
rate increase proposed by Duke in Docket No. E-7, Sub |67,
for a period of 270 days under G.S. 62-{34(b) and set the
proceeding for further Orders of the Commission, and denied
Duke's petition for interim rate relief filed with the
Application.

By Order entered September 10, 1974, after hearing and

_.briefing by the parties, the Commission approved the

revenues collected under the coal adjustment clause, subject
to any further Order the Commission w@ight enter wmodifying
the coal adjustment clause.

On April |5, |974, Duke placed the full increase applied
for in bocket No. E-7, Sub |59, in effect as a temporary
rate under bond wunder G.S. 62-135. Prior Orders of the
Commission in said Docket No. E-7, Sub |59, had allowed
motions for interim rate increases of 8% effective November
15, 1973, and 2.25% effective January |9, 1974.

By final oOrder entered on Octoker |0, |974, the Commission
approved the |6.8% overall increase in annual revenues then
in effect under bond in Docket No. E-7, Sub |59, in an
amount then estimated to produce $6|,080,000 annual revenue,
and approved the amounts collected under interim and
temporary rates under bond, but prescribed new rate designs
for application of said increased annual revenue to Duke's
tariff of rates and charges, to apply the increase to those
classifications ot customers and to the schedules of
customers found just and reasonable and nondiscriminatory
based on the recori 1in said proceeding. The Order of
October |0, |974, in nNocket No. E-7, Sub |59, applied a
greater portion of the rate increases to commercial and
industrial customers and to the high volume residential
customers, with certain resulting decreases in the proposed
rates for small residential customers. The new rate designs
were based upon voluminous testimony in said Docket No. E-7,
Sub |59, relating to the differences in rate of return from
the respective classifications of customers and to the
failure of the large volume rate schedules to take into
consideration the increasing cost of new production and the
higher cost of incremental volumes of electric power for the
high volume <customers and the inadequacy of the declining
block rates for higher use by all customers. The new rate
designs offer a strong potential for maintaining the rate of
return of Duke as approved for the test period ending
December 3}, {973, and are based upon testimony that the new
rate designs could slow down or tring an end to the
attrition of earnings of Duke.

The new rate designs, produce an overall increase in
revenue |6.8% greater than the revenue in Docket No. E-7,
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Sub |45, ©being %6],080,000 of additional revenue annually
for the test period endingq December 31, |973.

Duke has not had any experience under the new rate
designs, and it is anticipated and expected that the rate
designs will slow down the attrition in the earnings of Duke
and offers the expectation that the fair rate of return
fixed 1in the Order of uctober |0, |974, will Lke realized by
Doke for the prospactive period Leginuing with the effective
date of the rew rate desiqns on November |, |974.

By final Order entered on Octoter (0, |974, in Docket No.
8-7, Sub 6|, the Commission approved a fossil fuel
adjustment clause which allows Duke to pass through tc its
customers all increases in the cost of coal and o0il on a
monthly fuel surcharge added to each customer's Ltill, based
on the actual fuel expense increase for each KWH sold. This
fuel clause prevents any substantial erosion or attrition in
earnings from increases in fuel prices, and removes this
expense as a cause or basis for filing a new rate case
before a pending case 1is completed. The Commission had
allowed an interim coal adjustment clause in Docket No. E-7,
Sub }6|, effective January |5, |974, but the final Order of
October |0, [|974, allowing a fossil fuel adjustment adds
other fossil fuels, including oil, and the fuel adjustment
clause removes fuel expense in the calculation of a need for
a further rate increase in the docket.

In addition to the new rate designs effective October |0,
1974, in August |974 Duke informed the Commission of a
considerable reduction in its construction program which
vill eliminate approximately $|50,000,000 a year of new
construction and will reduce the need for new money for Duke
and slow down the need for additional «capital from the
marketplace. Customers of Duke have achieved considerable
conservation in the use of electricity and the announcement
of the reduced construction program was made by Duke, in
part, upon the reduced rate of growth predicted by Duke.

The Application in this proceeding was filed on May 24,
|974, prior to the hearings in Docket Nos. E-7, Sub |59, and
E-7, Sub |6}, and without knowledge Lty Duke of the modified
rate designs fixed by the Commission, and without knowledge
of the reduction in construction program and the full
effects of the conservation of electricity by Duke's
customers.

Based wupon the above considerations, the Commission finds
that the Application for rate increase in this docket to be
inconsistent with the —rate increase and rate of return
considered by the Commission in the hearings from May 28,
{974, through July 23, 1974, and considered by the
Commission in its final order of Octoker |0, |974, in Docket
Nos. E-7, Sub |59, and E-7, Sub |6|. The rate increases
sought in this Docket No. E-7, Sub |67, are thus based on a
premise of rates, rate of return and revenue and expenses
vhich are no longer in existence, and are inconsistent with
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rates already approved by the Commission in other Duke rate
applications. The Application 1is thus out-of-date and
inappropriate based upon the subsequent actions of the
Commission in Docket Nos. E-7, Sub |59, and E-7, Sub |[6]|,
and 1is not based upon conditions now in effect with respect
to Duke's rates, revenues and rate of return, and for these
reasons the Commission is of the opinion and finds that the
rate Application should be dismissed.

IT IS, THEREFORE, ORDERED that the Application of Duke
Power Company filed herein on May 24, |974, for authority to
adjust 1its electric rates and charges as contained in said
Application is hereby denied for the reasons hereinabove set
forth.

ISSOED BY ORDER OF THE COMHMISSION.
This |0Oth day of October, {(974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. E-|5, SUB 23
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Pamlico Power and )
Light Company, Inc., for an Ad- ) ORDER GRANTING
justment in its Rates and Charges ) RATE INCREASE

HEARD IN: The Commission Hearing Room, Ruffin Building,
One W>st Morgan Street, Raleigh, North
Carolina, on Thursday, November |4, |974, at
10:30 a.m.

BEFORE: Chairman Marvin R. Wooten, presiding, and
Commissioners Hugh A. Wells, Ben E. Roney,
Tenney I. Deane, Jr., and George T. Clark, Jr.

APPEARANCES:
Por the Applicant:
F. Kent Burns
Boyce, Mitchell, Burns & Smith
Attorneys at Law
P. O. Box |U06
Raleigh, North Carolina 27602

Por the Commission Staff:

Rotert F. Page
Assistant Commission Attorney
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North Carolina Utilities Commission
P. 0. Box 99| - Ruffin Building
Raleigh, North Carolina 27602

E. Gregory Stott

Associate Commission Attorney

North Carolina Utilities Commission
P. O. Box 99| - Ruffin Building
Raleigh, North Carolina 27602

BY THE COMMISSION. On April 26, |974, Pamlico Power and
Light Company, Inc. (hereinafter called Applicant), filed an
application with the Commission for authority to increase

its rates and charges in North Carolina. It further
requested a purchase powver adjustment clause and an
emergency interim rate relief requiring a |6.1% uniform,

across-the-board increase in the level of rates heretofore
prescribed by the Commission in Docket E-|5, Sub 22.

on May 2|, 1974, the Commission entered an Order in the
above-captioned matter which, among other things, suspended
the proposed general rate increase, declared this matter to
be a general rate case, ordered an investigation into the
reasonableness of the proposed rates and required that
notice be given to the public.

On June 3, |974, Pamlico Power and Light Company by and
through its attorney filed an Undertaking by Petitioner to
institute the purchase power adjustment clause and also
filed motion on June 3, |974, requesting the Commission to
permit Pamlico Pover and Light Company to place into effect
on one day's notice the purchase power adjustment clause
contained in application heretofore filed with the
Commission on April 26, |974. By Order dated June 5, 1974,
the Comnmission approved the proposed undertaking.

By further Order dated September 4, |974, the Commission
suspended the proposed emergency interim rates included in
Pamlico Power and Light Company's application, set the
matter for hearing in the Commission Hearing Room, required
Pamlico Power and Light Company to give notice of the
aforementioned hearing to its custonmers. The matter of
interim rates was heard at the designated time and place.
Upon the evidence adduced therein these interim rates vere
allowed to become effective by Order dated September 25,
1974. The matter in the above-captiorned case was heard on
Thursday, November |4, 1974, at |0:30 in the Commission's
Hearing Room, Ruffin Building, One West Morgan Street,
Raleigh, North Carolina. There were no protestants present
at said hearing.

applicant offered the testimony of Mr. P. D. Midgett, Jr.,
President of Pamlico Povwer and Light Company, who testified
regarding the need of Pamlico Power and Light Company for
immediate rate relief in order to cover its ordinary
expenses and borrow money to finance 1its present
construction. He further testified regarding the corporate
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makeup of said company. Mr. Howard ®W. Jones, Registered
Professional Engineer and Consultant of Pamlico Power and
Light Company testified regarding plant presently in
operation owned by Pamlico Power and Light Company and
regarding improvements to said plants which Mr. Jones has
suggested.

The Applicant further offered the testimony of Mr. Joseph
B. Plott, Manager with Arthur Young and Company, a firm of
certified public accountants, who offered testimony
regarding financial conditions of Pamlico Power and Light
Company as well as predictions regarding projected income if
rate relief is granted. Said wvitnesses were cross-exalined
by the Utilities Counmission Staff.

North Carolina Utilities « Commission Staff offered
testimony of Nr. F. Paul Thomas, Staff Accountant, who
testified regarding certain adjustments the Utilities
Commission Staff had made to the exhibits supplied by the
Applicant. He further testified regarding the finamcial
needs of Pamlico Powver and 1lLight Company, Inc. The
Commission Staff further offered the testimony of Mr. J.
Reed Bumgarner, Utilities Engineer, Electric Section,
Bngineering Division, who testified regarding distribution
of facilities, service arrangements, and offered certain
suggestions reqarding possible improvements to Pamlico Power
and Light Company's distribution systeam.

Based on the application filed, testimony offered, and the
evidence adduced, the Commission makes the following

FINDINGS OF FACT

| That Pamlico Power and Light Company is a duly
organized public utility subject to the jurisdiction of the
North Carolina Utilities cCommission and is providing
electric utility service to certain customers in eastern
North Carolina.

2. That Pamlico Power and lLight Company, which has no
electric generating power, purchases all its electricity
from Virginia Flectric and Power Company (VEPCO). Pamlico
Power and Light Company continues to pay an increasing price
for purchased electricity due to a general rate increase
granted VEPCO and also by an automatic fossil fuel
adjustment clause which this Commission bhas granted to
VEPCO. There is little likelihood that Pamlico's increased
cost of purchased 2lectricity will decrease in the
foreseeable future.

3. That the original cost net investment of Pamlico
Power and Light Company is $760,47|, that the working
capital requirement 1is 31,408 and that original cost net
investment plus working capital regquirements is $76(,879.

4, That the net operating income for return before the
proposed increase, after staff adjustments, including
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aportization of rate case expenses over a three-year period,
is $23,943.

5. That net operating income for return after proposed
increase, after staff adjustments including amortization of
rate case expenses over a three-year period is $62,786.

6. That rate of return on original cost net investment
before proposed increases is 3.|4% and that rate of return
on original cost net investment after proposed increases
will be 8.24%. That the net operating income for return
before the proposed increases of $23,943 1less interest
expense of $23,218, 1less preferred dividends of $4,007,
lggvggz a negative amount available for common equity of
-$3, .

7. That the net operating income for return after
proposed increase of $62,786 less the interest expense of
$23,2|18, 1less preferred dividends of $4,007, leaves an
amount available for common equity of $35,56].

8. That the common equity of Pamlico Power and Light
Company is $368,]40.

9. That the return on common equity before the proposed
increase is -.89% and that return on common equity after the
proposed increase will be 9.66%.

|10. That Pamlico Powver and Light Company has no service
rules and regulations on file with this Commission.

). That Pawmlico Power and Light Company does have
service rules and regulations, however, they have not been
filed with or approved by this Commission.

12. That certain service voltage levels are not within
the 1levels prescribed by the Commission rules and
regulations.

|3. That Pamlico Power and Light Company should continue
its present program of 1line improvements, outlining the
systems study by Mr. Jones, which study should be modified
periodically to assure that realistic power costs are
factored into the determination of optimuz conductor sizes.

4. Pamlico Power and Light Corpany should file a
complete set of service rules and regulations for Commission
approval.

Based on the foregoing Findings of Pact, the Commission
reaches the following

CONCLUSIONS
The Conmmission concludes from all the evidence in this

proceeding that it is necessary and essential and in the
public interest to approve the revenues presently being
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collected from interim rates and temporary rates wunder the
provisions of G. S. 62-|35. Pailure to approve said interinm
and temporary rates and the revenues collected thereunder as
just and reasonable would jeopardize adequate service to the
public and would place Pamlico Power and Light Company in a
weakened financial <condition tc compete in the market for
capital funds. Public interest requires that North Carolina
continue to be provided with adequate and reliable electric
service to maintain a sound economy and that Pamlico Power
and Light Company be financially able to continue the
operation of electric service which 1is essential to the
health and welfare of the public of North Carolina. The
interim and bonded rates are approved only until such tigme
as modified rates designed to produce the same revenue can
be placed into effect as provided hereinafter in this Order.

The Commission further concludes that its net operating
income for return after proposed increase in rates and
charges for Pamlico Power and Light Company will be $62,786
on which, after interest expenses and preferred dividends
have been deducted from said amount will produce an amount
available for common equity of $35,56}. The Commission
concludes that when this fiqure is compared with Pamlico
Power and Light Company's common equity of $368, |40 it will
produce a rate of return on fair value common equity after
the proposed increase of 9.66% which this Commission deeas
to be a just and reasonable rate of return. The Commission,
therefore, concludes that because good cause has been shown
in writing that the rate increase heretofore placed under
suspension by this Commission should be withdrawn and that
the aApovlicant should be allowed to institute an across-the-
board increase of |5.90% which should provide annual net
operating income for return of $62,786 which is needed to
produce a rate of —return of 8.24% on original cost
investment. The Commission further concludes that the
Applicant should file its service rules and regolations with
this Commission so that they may be approved by this
Commission.

IT IS, THEREFORE, ORDERED:

B That the Commission Order suspending proposed rate
increase, setting investigation and hearing, and requiring
public notice in this matter dated May 2|, 1974, be, and
hereby is, cancelled and withdrawn.

2. That the Applicant, Pamlico Power and Light Company,
Inc., be allowed to increase the level cf rates heretofore
prescribed by this Commission in Docket No. E-|5, Sub 22, by
applying thereto a uniform, across-the-board increase of
15.90% to become effective January |, |975.

3. That Applicant, Pamlico Power and Light Coapany, file
a complete set of service rules and regqgulations with this
Coamission for its approval.
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4. That the revenues collected by Pamlico Power and
Light Company on the interim and temporary rates filed 1in
this docket are hereby affirmed as just and reasonable and
the undertakings filed with said rates are hereby discharged
and cancelled.

5. That Paplico Power and Light Company shall give
public notice of the rate increase approved herein by
mailing a copy of the notice attached as Appendix "A" by
first class mail to each of its North cCarolina retail
cuastomers during the next normal billing cycle.

YSSUED BY ORDER OF THE COMAISSION.
This the |6th day of December, [974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine H. Peele, Chief Clerk

(SEAL)

APPENDIX "avw
DOCKET NO. E-]S, SUB 23
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application by Pamlico Power and Light ) NOTICE
Company, Inc., for an Adjustment in ) TO
its Rates and Charges ) COSTOMERS

on RApril 26, |974, Pamlico Power and Light Company, Inc.
filed an application with the North Carolina Utilities
Conmission for authority to increase its rates and charges
in North Carolina by a |6.]1% uniform across-the~board
increase to the level of rates heretofore prescribed by the
Comaission in Docket E-|5, Sub 22. It further requested a
purchase power adjustment clause and emergency interiam rate
relief of [6.]|%.

on June 3, (974, Pamlico Power and Light Company, Inc., by
and through its attorneys, filed an Undertaking by
Petitioner to institute purchase power adjustment clause and
also filed a Motion on June 3, [974, requesting the
Conmission to permit Pamlico Power and Light Company, Inc.,
to place into effect on one day's notice the purchase powver
adjustment clause contained in the application heretofore
filed with the Commission on April 26, |974. By Order dated
June 5, 1974, the Commission approved the proposed
undertaking.

After . public hearing on the matter of interik rates, the
North carolina Utilities Commission by order dated September
25, {974, alloved a uniform across-the-board interim
emergency increase of [2.2% subject to the undertaking for
refund filed by Pamlico Power and Light Company in this
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proceeding with interest as to any amount not finally
approved by the Commission.

Oon December (6, (974, the Conmission issued the final
decision in this docket. The Order found that the revenue
collected from the interim and temporary rates was required
to maintain service and, therefore, dissolved and cancelled
the undertaking by Pamlico Power and Light Company, Inc. for
refund and allowed Pamlico Power and Light Company, Inc. to
permanently retain the revenues collected under the interinm
rates. The final Order further alloved the Applicant to
increase the 1level of rates heretofore prescribed by this
Commission in Docket No. B-|5, Sul 22, by applying thereto a
uniform, across-the-board Jincrease of [5.90% to Dbecome
effective on January [, |975. Copies of the schedules may
be obtained at the offices of Pamlico Power and Light
Company.

This the |6th day of December, |974.

PAHLICO POWER AND LIGHI COMPANY, INC.
By

P. D. Midgett, Jr.
president

DOCKET NO. E-|5, SUB 23
BEFPORE THE NORTH CAROLINA UTILITIES COMBISSION

In the Matter of
Application of Pamlico Power and Light )
Company for an Adjustment in its Rates ) ERRBRATA ORDER
and Charges )

BY THE COMMISSION. It has come to the attention of the
Commission that the Ordering Paragraph 6 of Compission Order
Granting Rate Increase issued Decembter |6, |974, in the
above captioned matter has erroneously been deleted, and the
Commission being of the opinion that said error should be
corrected,

IT IS, THEREFORE, ORDERED: o That Comrmission Order
Granting Rate Increase dated December |6, 1974, in the above
captioned matter be, and the same hereby is, amended to
include Ordering Paragraph 6 which shall read as follows:

ne. That Pamlico Power and Light Company, Inc., be
allowed to institute the purchase power cost adjustment
clause in the form of a purchased pover cost adjustment
factor to be applisd to each kilowatt hour sold, which
factor shall be equal to the cost adjustment factor of its
supplier, Vvirginia Electric and Power Company, multiplied
by a tax factor of 1.06 and an appropriate line loss
factor.”
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other respects the Commission Order of

2. That 4in all
full force and

December |6, |974, shall be and remain in
effect.

ISSUED BY ORDER OF THE COMMISSION.

This the 20th day of December, |974.

NORTH CARGLINA UTILITIES COMMISSION
Katherine M. Peelz, Chief Clerk

(SEAL)
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DOCKET NO. ES-94
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Charles M. Reeves, Jr.,
and Sam Q. Bass

Complainants

vVs.

Carolina Power & Light
Company and Harkers
Island Electric
Membership Corporation
Respondents

ORDER DISMISSING COMPLAINT

HEARD IN: The Municipal Board Room, City Hall,
202 South 8th Street, Morehead City,

North Carolina, on Wednesday, May
at 9:30 a.m.

BEFORE: Chairman Marvin R. Wcoten (presiding) and
Commissioners Tenney I. Deane, Jr.,

George T. Clark, Jr.
APPEARANCES:
For the Complainants:

Clawson L. Williams, Jr.
Attorney at Law

P. 0. Box 96

Sanford, North Carolina

William W. Staton
Pittman, Staton & Betts
Attorneys at Law

205 Courtland Drive
Sanford, North Carolina

For the Respondents:

Pred D. Poisson

Attorney at Law

Carolina Power & Light Coampany
P. 0. Box |55}

Raleigh, North Carolina 27602

Appearing for: Carolina Power
& Light Company
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W. Britton Smith, Jr.

Crisp, Bolch & Smith

Attorneys at Law

P. 0. Box 75|

Raleigh, North cCarolina 27602

Appearing for: BHarkers Island

Electric Membership
Corporation

‘George H. HcNeill
McNeill, Graham & Darden
Attorneys at Law
Flowers Building
Morehead City, Rorth Carolina
Appearing for: Harkers Island Electric
Membership Corporation

For the Commission Staff:
E. Gregory Stott
Associate Commission Attorney
North Carolina Utilities Conmission
P. 0. Box 99| - Ruffin Building
Raleigh, N¥North Carolina 27602

BY THE COBMISSION., This natter arose upon the filing with
this Commission of a Petition on HMarch |0, |972, by Charles
M. Reeves and Sam Q. Bass for the assignment of Cape Lookout
and Core Banks, hereinafter referred to as Core Banks, in
cCarteret County, North Carolina, to an electric supplier.

Order serving Petition upon Carolina Power & Light Coapany
and Harkers Island Electric Membership Corporation was
issued by the Commission on March 27, {972, and answer of
Harkers Island Electric Membership Corporation was received
by +the cCcommission on April |9, |972, and response of
Carolina Power & Light Company was received April 2|, {972,
and amendment thereto by Carolina Power & Light Company was
received on December (5, |972.

Notice to Complainant Petitioners of the answers filed by
the Defendants was issued on May 5, {972, and reply thereto
by Complainant Petitioners with a reguest for public hearing
vas received by the Commission on June 7, |972.

Order serving Complaint Petition for hearing on September
12, 1972, vas issued by the Commission in August of that
year, After numerous reguests for and granting of
continuances, all of which are a, part of the record ‘in this
case, Final oOrder continuing the matter to May |5, }974, at
9:30 a.m., in the Municipal Board Room, City Hall, 202 South
8th Street, Morehead City, North Caroclina, was issued.

Complainants offered the testimony of Charles M. Reeves,
Jr., Sam Q. Bass, David J. Reaves and Headon ¥Willis,
property owners on Core Banks, who testified that they
thought that there vas a need for public utility electric
service on Core Banks. NMr. David Yeoman was tendered for
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cross—-exanination as corroborating and adopting the
testimony of Mr. Willis.

Josiah Bailey testified that he was cwner and operator of
Outer Banks Transportation Cowmpany, which is a conmon
carrier carrying passengers and freight between Harkers
Island and Core Banks. He further testified that although
it wvas not essential that he be provided electric service on
Core Banks, it would be a great comnvenience for him in the
operation of his business.

Complainants further offered the testimony of Stephen
Massey, Commander-Chief of the €Civil Engineering Branch of
the Fifth Coast Guard District, who described the present
facilities owned by the Coast Guard which are 1located on
Core Banks. He statad that the Coast Guard desired to have
a source of public power due to the fact that it would be
much cheaper to operate than the present system since the
Coast Guard's present system was in need of repair and
replacement. Henry Styron, Chief Boatswain'®’s Mate and
Officer in Charge of Cape Lookout Station, testified that
there was a need for the Coast Guard Rescue Station
presently located on Core Banks and that the Coast Guard
desired to receive powver frox a public electric supplier.
John Angras, Jr., Ccontracting Officer for the FPifth Coast
Guard District, testified that the Coast Guard desired to be
served by a public electric supplier and that the Coast
Guard would be willing to pay some contributions in aid of
construction, but that no money had been presently set aside
for said contribkutions.

Tony Seaman, Jr., Restaurant Owner and interested citizen,
testified that he would 1like to see electric service
supplied to Core Banks so that a Marine Sciemce Laboratory
could be established on Core Banks. He further testified
that he did not own any property on the Core Banks.

In opposition to said petition, Charles Manooch, Vice
President of the Carteret County Wildlife Club, and Bob
Simpson representing North Carolina Rildlife Pederation and
the Conservation Council of North Carolina, stated their
opposition to the imposition of electric power facilities on
Core Banks because of what they +thought the detrimental
effect would be to the ecology. Walker Gillikin, Betty Sue
Rinehart, Francis Rinehart, Gladys Cutter Harker, all
residents of Harkers Island, North Carolina, and members of
Harkers Island Electric M¥embership Corporation, stated that
they vere in opposition to Harkers Island Electric
Menbership Corporation having to furnish electric power to
Core Banks because it would detrimentally affect the
financial and econoric status of Harkers Island Electric
Membership Corporation and, therefore, would require their
rates to go up.

Wilson Davis testified that he presently owns property on
Core Banks and stated that he is opposed to the
establishment of elactric service on Core Banks because he
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is afraid that it would destroy the ecology. Mary Simpson
of _the Environmental Resources Committee of Carteret County
stated that she is opposed to supplying electricity to Core
Banks because she was concerned about the environmental
impact of public power on Core Banks because of the
potentiality of an unnecessarily high deleterious effect on
a basically natural area.

Respondent, Carolina Power & Light Company, first
submitted into evidence deposition of Mr. Preston Rydell,
Superintendent of Cape Lookout National Seashore, regarding
the status of Core Banks as a national seashore without any
objection of the parties involved. Carolina Power & Light
Company further offered the testimony of M. E. White, State
Department of Administration, who described the State's
interest and ownership of the Core Banks.

Robert Hunter, Department of Natural and Economic
Resources, in the position of special assistant to the
Secretary for the State of North Carolina, testified
regarding steps presently being taken by the State of North
Carolina for the acgqguisition of land on the outer banks for
inclusion in the Cape Lookout National Seashore.

Thomas J. Byrum, Manager-Distributing Engineer for
Carolina Power & Light Company, testified concerning the
problems, cost and expenses of supplying Core Banks with
electric power. Mr. L. R. Stalling, Assistant Energy
Service Manager, testified regarding what the estimated
future revenues by present demand on the Core Banks would be
under current rate schedules. Norris Edge was tendered for
cross-examination by Respondent, Carolina Power & Light
Company, to further corroborate the testimony given by Mr.
Byrum and Mr. Stallings.

Respondent, Harkers Island Electric Membership
Corporation, offered the testimony of H. W. Horney, of the
North Carolina State Rural Electrification Authority who
testified regarding cost and feasibility of supplying
electric power to the Core Banks. Mr. H. R. Litzaw,
Registered Professional Engineer, Booth and Associates,
Inc., Raleigh, North Carolina, testified regarding the
estimated cost to Harkers Island Electric Membership
Corporation for the extension of service to the Cape Lookout
area and Core Banks. Mr. Maxwell Willis, Board Member of
Harkers Island FElectric Membership Corporation, testified
regarding the cost of the establishment of electric service
to Core Banks and the further expenses of maintaining said
system.

Based on testimony given, the exhikits presented, filed
briefs and the evidence adduced, this Commission makes the
following

FINDINGS OF FACT
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|. That both Carolina Power & Light Company and Harkers
Island Electric Membership Ccrporation are velectric
suppliers" as d=fined by G. S. 62-|1|0.2 (a) (3) and are
subject to the jurisdiction of the North Carolina Utilities
Commission in this docket.

2. That the petition 1in this matter requests the
assignment of Cape Lookout and Core Banks, North Carolina,
to either Carolina Power & Light Company or Harkers Island
Electric HMembership Corporation.

3. That there are only two year-round residents in the
area in question, and the United States Coast Guard Station
with a contingency of eighteen ([|8) men.

4. That the future growth potential of the area for
electrical use is very limited by the presently authorized
Cape Lookout National Seashore.

S. That in order for Carolina Power & Light Company to
properly serve the area in gquestion, it will be necessary to
construct three-phase electric service facilities which
would cost Carolina Power & Light Company approximately
$900,000 to build.

6. That in order for Harkers Island Electric Membership
Corporation to properly serve the area in question, it will
be necessary to construct facilities which would cost
Harkers Island Electric Membership Corporation approximately
$420,000 to build.

7. That the potential revenues from the present
customers on Core Banks and any foreseeable future customers
would not exceed $3,000 annually.

8. That annual maintenance cost of the facilities
necessary to serve the area would exceed actual revenues
which could be expected to be received therefrom.

9. That the Complainants, Sam Q. Bass and Charles M.
Reeves, have not carried the statutory turden of proof to
show that public convenience and necessity would best be
served by requiring Carolina Power & Light Company or
Harkers Island FElectric HMembership to provide electric
service to Core Banks.

|10. That the complaint in the above-captioned matter
should be dismissed.

Based on the abov2 Findings of Fact, the Commission makes
the following
CONCLUSIONS OF LAW

G. S. 62-110.2 (c) (i) requires this Commission to assign
as soon as practicable electric suppliers to all areas by
adequately defined boundaries that are outside the corporate
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limits of municipalities and that are more than 300 feet
from the lines of all electric suppliers as such lines exist
on dates of the assignment; however, this Commission
concludes that it bhas a mandate to consider the public
convenience and necessity before assigning said area. This
Commission further concludes that upon scrutiny of the facts
involved in this petition requesting the assignment of Cape
Lookout and Core Banks to either Carolina Power € Light
Company or HRarkers Island Electric Membership Corporation
that such assignment is not in accordance with the public
convenience and necessity.

The purpose of regulation of public utilities 1is to
protect the interest of the public to the end that adeguate
service may be provided at reasonable rates and in fixing
such rates, Utilities Commission must be fair to both the
users and the consumers. State ex rel N.C.U.C.vs. Piedmont
Natural Gas Company, 254 NC 536, [||9 SE 2d u469. This
Commission must consider how the public convenience and
necessity can best be served in determining adequate
service. The Commission concludes that if the public
convenience and necessity of the majority of ratepayers is
impaired in order to provide service for a few individuals,
the service is not in the public interest.

The Supreme Court of #orth Carolina in State ex rel
N.C.U.C.vs. Haywood Electric Memtership Corporgtion, 260 NC
59, 13| SB2d 865, stated the policy that a company has a
right to realize sufficient revenues by their rendition of
such services to meet 1its expenses, The Conmission
concludes that in the matter in gquestiom that the evidence
tends to show that the utilities will not be able to derive
sufficient revenues from the residents of Core Banks to
compensate them for the expenses incurred to maintain said
distribution system. The Supreme Court, speaking to this
issue, stated: "daste of a utility's manpower, or other
resources, with no substantial resulting benefit to the
public 1is not in the public interest. . ." State ex rel
N.C.U.C., ¥s. Atlantic Coast Line Railroad,268 NC 242, |SO SE
2d 368. The Commpission concludes that if Carolina Power &
Light Company or Harkers Island Electric Membership
Ccorporation is required to serve the area in guestiomn, said
service will create financial losses which must be borne by
the majority of the rate-payers and, therefore, would not be
in the public interest.

The Supreme Court in State ex rel N.C.U.C. ¥s. Southern
Railway Company, 254 NC 73, [|8 SE 24 2|, stated five
criteria for deciding if a utility should be required to
serve or continue to serve: "{]) The character and
population of the territory served; (2) the public patromage
or lack of it; (3) the facilities remaining; (4) the expense
of operation as compared with revenu’. from it; (5) the
operations. . .as a whole." The Commissiun, after careful
scrutiny of these criteria nust conclude that the public
convenience and necessity will not be served by regquiring
either Carolina Power & Light Company or Harkers Island
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Electric Meambership Corporation to provide electric service
to Core Banks and that G. S. 62-|]0.2 when invoked in this
factual situation does not require this Commission to assign
the area 1in question to Carolina Povwer & Light Company or
Harkers [Island Electric Hembership cCorporation nor to
require either of those wutilities to provide electrical
service to Core Banks.,

G. S. 62-75 places the turden of proof upon the
Complainant in a complaint proceeding before the North
Ccarolina Utilitias Coomission. The Connission concludes
that in the above-captioned matter, Complainant has failed
to carry the statutory burden of proof and, in fact,
scrutiny of the evidence presented indicates that the public
convenience and necessity can best be served by aot
requiring the establishment of electric service on Core
Banks. The Commission nmust, therefore, conclude that the
complaint of Charles H. Reeves, Jr., and Sam Q. Bass shoulad
be dismissed.

IT IS, THEREFORE, ORDERED

l. That the complaint of Charles 4. Reeves, Jr., and Sanm
Q. Bass, Complainants, v¥s. Carolina Power & Light Company
and Harkers Island Electric Membership Corporation,
bPefendants, be, and the same hereby is, dismissed.

2. That the docket in the above-captioned matter be, and
hereby is, closed.

ISSUED BY ORDER OF THE CONMMISSION.
This the 4th day of Septembexr, |974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)
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DOCKET NO. E-2, SUB 233
BBFORE THE NORTH CAROLINA OTILITIES COHHMISSION

In the Matter of
carolina Power and Light )} OBDER APPROVING VARIOUS
Company Application for ) AGREEMENTS RELATING TO COAL
Authority to Enter into )} HMINING AGREEMENTS AND
various Agreements ) REQUIRING SPECIAL EREPORTS
Relating to Coal 8ining. )} RELATING TRERETO

This cause coming on to be heard upon an Application of
Carolina Power and Light Company (CP&L) filed under date of
January 24, [974, for approval by the Comaission of various
agreements and transactions more specifically set forth
hereinafter, and the Commission having reviewed the verified
application, exhibits, and other matters of record, nakes
the following findings of fact:

FINDINGS OF FACT

|« CPEL is a corporation organized and existing under
the laws of the State of North Carolina, with its principal
office at 336 Fayetteville Street, Raleigh, North carolina,
and it is engaged 1in the generating, transmitting,
delivering and furnishing of electricity to the public for
compensation.

2. Coal comprises a substantial portion of the fuel
required by CPEL in the generation of electricity and CPEL
is seeking out potential 1long-term sources of coal and
negotiating with the owners of coal supplies for 1long-tere
arrangenents that will help assure the availability of coal
to meet the Company's future coal requirements. Pickands
Mather and Co. (PM), a Delaware corporation, has acquired
and is acquiring long-term interests and mining rights in
certain low sulfur coal properties located in Pike County,
Kentucky. These properties are estimated to contain
reserves of 1low sulfur coal sufficient to support a mine
with a capacity of one nillion tons of clean coal a year for
a period of up to 25 years.

3. There are very fev sources of low sulfur coal that
are available for development presently, and after diligent
search by CP6L, the evaluation by experts, and negotiation
by CP&L and PH, it appears that it is to the long-term
advantage and benefit of CP&L and its customers for CP&L to
be assured of a long-term supply of coal from these
properties.

4, PY¥ is willing to develop the mine properties provided
the capital required for such development is jointly
supplied by PM and CPRL, and the parties have agreed,
subject to the approval of this Commission, to an
arrangement which will assure CPEL of 80% of the coal
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produced from the properties for a period of 25 years or
until the reserves are exhausted.

5. Under the agreements and arrangements proposed, PM
and CP&L will organize and operate a corporation in
accordance with the provisions of a shareholders agreement
substantially in the form of Exhikit A to CP&L Application.
The corporation will be organized under the laws of the
State of Delaware as the Leslie Coal Mining Company (LC),
and its articles of incorporation and by laws will be
substantially in the form attached to Exhibit A to the
Application. The purpose of LC will be to construct and
operate a coal mine in Pike County, Kentucky, with 80% of
the common equity capital of LC being owned by CP&L and 20%
being owned by PHM.

6. In the event a lease with favorable terms and
conditions can be obtained, the mine will be financed
through a 1long-term lease agreement pursuant to which LC
will lease all or part of the operating mine and equipment.
If a lease cannot be obtained with acceptable terms and
conditions, LC will be <capitalized at not 1less than
$30,000,000, 75% to be represented Ly debt capital and 25%
to be represented by equity capital. The debt capital, if
required by the 1lender, will Pe secured by a mortgage on
LC's real property and unconditional wundertakings by CPEL
and PM to purchase from LC, pro rata in proportion to their
shareholdings in LC, all washed coal produced by LC. 1In the
event that additional sums are needed and cannot ke obtained
on a reasonable terms, CPE6L will advance LC the additional
funds needed in exchange for subordinated notes
substantially in the form of Exhikit B to the Application.

7. LC will acquire the real property upon which the mine
will be developed and operated (Leslie Property) in
accordance with the provisions of a property agreement
between LC and PH substartially in the form as Exhibit C to
the Application. The term of the property agreement will be
for 25 years or such longer time as necessary to exhaust the
mineable and merchantable reserves of coal contained in the
Leslie Property. Pursuant to the Property Agreement, PM
will be paid 35¢ per ton royalty for each ton of coal mined
and shipped from the Leslie Property. This royalty rpayment
will be subject to escalation in accordance with a formula
set forth in the agreement and utilizing a price index.

8. LC and Robert Coal Company (Robert), a wholly-owned
subsidiary of PM, will enter into a management agreement
substantially in the form of Exhibit D to the Application.
Pursuant to the management agreement Robert will manage and
supervise the construction, development, improvement and
operation of the mine under the direction of LC, and it will
furnish all employees for the work force of the wmine.
During the construction of the mine, Robert will receive
from LC a construction supervision fee of 2 (/2% of the
initial capital cost estimate. During the operation of the
mine, Robert will receive a fee of |5¢ per ton of coal
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shipped from the mine plus reimbursement of its out of
pocket cost, these payments being made in consideration for
managing and supervising the mine. The fee of |S5¢ will be
subject to escalation in accordance with a formula set forth
in the agreement and utilizing a price index.

9. CP&L will purchase from LC B80% of the total amnnual
output of washed coal from the mine and P# will purchase 20%
of said output under the coal purchase agreenments
substantially in the £form as Exhibits E and F to the
Application.

[0. CPEL will pay LC as the purchase price of coal
received by it each year an amount equal to the greater of
(i) the fair market value of the coal received by it or (ii)
80% of LC's total cost of producing coal for such year. PN
likewise will pay LC an amount equal to the greater of (i)
the fair market value of the coal received by it or (ii) 20%
of LC's. total cost of producing coal for such year. LC!'s
cost ‘of producing coal will not include any cost for ‘equity
funds invested in LC by CP&L.

|te In order for CPSL to realize a reasonable return on
investor-provided capital invested in LC, CP&L proposes to
account for the coal purchased. under the coal purchase
agreement with LC (Exhibit E to the Application) in
accordance with the procedures set forth in BExhibit G to the
Application. This will be accomplished by crediting to cash
the price actually paid 1Cc, which will be the cost of
producirg the coal or fair market value, whichever is
higher, and debiting inventory by the total amount of the
coal cost, which shall be the cost cf producing coal to LC
as defined in Exhibit B plus cost of CP&L's invested equity
capital computed by using the rate of return on ccrmmon
equity allowed to CPEL in the latest final order by the
Compission establishing Jjust and reasonable rates for
electric utility service. Any excess of amounts paid for
the coal over the cost of producing thereof (fair market
value less cost of .producing) will be debited to
miscellaneous nonoperating revenues and amounts representing
the cost of CPfL invested equity capital will be credited to
miscellaneous nonoperating revanues.

[2. The developnent of the wmine will require an
investment of approximatsly 3$30,000,000.

|3. The agreements and transacticns proposed herein and
more fully s=t forth in Exhibits to the Applicatian are
subject to requlation by this Commission under Chapter 62 of
the Gen2ral Statutes of North Carolina and more specifically
under Article 8 of Chapt2r 62 and .Section 62-(53.

14. The agreem»nts and transactions herein referred to
are for a lawful objective and are within the corporate
purposes of CPLL.
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|5. The agreements and transactions will further the
public interest in that:

a. They will make available to CP&L's Roxboro Onit
No. 4, which is presently under construction,
approximately 800,000 tons of low-sulfur coal per year for
25 years - approximately {/2 of that unit's estimated
annpual burn.

b. CP6L will have better control over this supply
of coal than it presently has over supplies from long-tera
contracts.

C. The current energy crisis has caused the
competitior for the purchase of coal to increase
dramatically and has virtually eliminated opportunities
for acguiring long-term coal supplies through contract, or
methods other than through participation by coal users in
mine development; thus other feasible alternatives are
presently unavailable to CP&L.

d. The results of the coal analysis show that the
sulfur content is less than required by EPA emission air
quality rstandards of Performance for HNew Stationery
Sources. " Under current regqulatioms, using this low
sulfur coal, no stack gas desunlfurization equipment will
be required for Roxboro Unit No. 4 and, in addition, this
coal may be blended with high sulfur coal thus making
othervise unusable coal usable. This estimated large
savings in sulfur removal equipment costs are an
additional justification for the proposed transaction.

I6. The transactions and agreements are consistent with
the proper performance by CP&L of its service to the public;
will not impair its ability to perform that service; and are
reasonably necessary and appropriate for such purposes in
that:

a. In order to meet the future energy needs of its
customers, CP&L has a duty to exercise diligence to secure
adequate sources of coal that will be available to meet
its future requirements;

b. Because of the scarcity and/or the location of
known reserves of low sulfur coal, and because of the
demand for coal caused by the current energy crisis, these
transactions represent the most feasible arrangement
available to CP&L for obtaining coal of this quality and
quantity for the period of time for which it is needed;

c. The contracts and arrangements for vwhich
approval is sought are reasonable and will benefit CPEL
and its custowmers.

|7 On February 22, 1974, the Commission held a
conference for the purpose of hearing the applicant and the
Attorney General's coal expert on the provisions of the
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various coal mining agreements. Attending and participating
in the conference were the Commissioners, and members of its
Staff; representativas of CPSL and ¥r. 1. Beverly Lake, Jr.,
Assistant Attorney Ganeral, and Mr. Paul Pahey, representing
the Attorney General's office as a coal procurement
conrsultant.

At this conference, CP&L representatives with Mr. Sherwood
Smith (Senior Vice President and General Counsel) serving as
spokesman first reviewed and explained the various coal
mining agreements followed by H4r. Fahey's review and
comments about each of the agreements,

In essence, W¥r. Pahey pointed out that the terms of the
contracts were npot as definite and certain as he would
desire in the areas of penalties for lack of performance and
financial liabilities which might become operative due to
lack of performance by parties other tham CP&L, and
financial liabilities caused by economic, environmental, or
other conditions not directly caused by either parties to
the agreements. Nr. Pahey, nonetheless, felt that under the
present economic and energy fuel supply conditions and in
viev of CP8L's need for the quantities and qualities of coal
expected from coal pining properties covered by these
agreements that CPSL should not be barred from participating
in their execution.

|18. Notwithstanding the above findings of fact, which in
the nain are favorable to and support an order granting the
authority sought by CPSL, a close review of the various
agreements and in particular Exhibit E attached to the
Application and entitled m"Coal Purchase Agreement Between
Carolina Power and Light Company and Leslie Coal MNining
Company" lack the strict requirements and possible penalties
relating to lack of performance on the part of LC, as would
normally be required in contracts between non-affiliated
companies which resulted from pnre arms-length megotiationms.
An example of a loose type provision is found on Page 3,
Section 4, Specifications & Quality, wherein among other
items the BTOG/pound content is stated as 2,800 minimum
(based on }4,900 MNAP). Language immediately following this
BTU/pound regquirement states, %It is further understood
betwveen the parties hereto that, although Seller shall use
its best efforts to produce a coal product conforming to the
above approximate analysis, failure to do so shall in no
event constitute a breach of this Agreement and ﬂuyer (CPEL)
shall remain committed for eighty (80) percent of the washed
coal produced from the Leslie Mine during the life of said
mine." <There are no provisions for price adjustments based
on failure to produce the specified quality of coal. All
through the various agreements and especially the
"Management Agreement Between Robert Coal Company and Leslie
Coal Mining Company™ (Exhibit D to the Application), the
term best efforts are used in reference to perfoimance and
without any adjustments or penalties for failure to nmeet
specified performance levels. Robert Coal Company, which
vill manage the mining operations for a fee of |5¢ per net
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ton of 2,000 pounds on all washed coal shipped froa LC, is a
wholly-owned subsidiary of PN, which has for some time been

engaged in managing and supervising coal mining and
processing properties and has therety acquired special
skills and knowledge necessary for the wmining and

preparation of bituminous <coal and these skills and
knowledges are available to Robert Coal Company. Yet in the
main, the contracts and agreements are structured on the
cost-plus-fixed fee type contracts, which by their nature
lack the incentives for effective cost controls and quality
performance inherent in quaranteed performance fixed price
type contracts generally entered into through arms-length
negotiations.

CPEL clearly assumes the greater financial responsibility
should this coal mining undertaking not be successful or
administered with extreme diligence and efficiency.

The Commission fully recognized the need for and benefits
of CPEL securing an adequate supply of coal and especially
high quality 1low sulfur content coal such as contemplated
from the Leslie Coal Mining Company property as herein
proposed. The Commission also must exercise its authority
and responsibility to see that the cost of this essential
element and large portion of the total cost of providing the
needed electric energy by CPEL for its customers is kept at
the very lowest 1level possible consistent with sound and
prudent managerial policies and practices.

CONCLUSIGNS

From a review and study of the Application, its supporting
data and other information in the Coammission's files, the
Commission is of the opinion and so concludes that the
transactions described herein, and in particular the
shareholders agreement, property agreeament, w®anagement
agreement, coal supply agreement, and the accounting
procedures substantially in the form as Exhibits A, C, D, E,
and G respectively, with attachments substantially in the
form attached thereto, are:

a. Subject to requlation by this Commission under
Chapter 62 of the General Statutes of North Carolina and
more specifically wunder Article 8 of Chapter 62 and
Section 62-|53.

b. For a lawful object within the corporate
purposes of Carolina Power and Light Company.

c. Compatible with the public interest.
d. Necessary and appropriate for and consistent

with the proper performance by CPEL of its service to the
public.
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e. Not detrimental to the ability of CP&L to
perform its service to the public and will in no way
impair that ability.

f. Reasonably necessary and appropriate for the
proper performance by CPEL of its service to the public
and the carrying out of its corporate purposes.

g- However, to insure that CP&L and the Conmnmission
are kept fully and timely posted on the operating costs of
Leslie Coal Mining Company (the Seller), so that CP&L as a
majority owner (80%) of the Seller cam take prompt and
corrective measures to keep the mining costs at a
favorable relative position to the costs of coal purchased
froao non-affiliated other sources, certain operating
reports are to be submitted by the Seller to CPE&L and the
Commission on a prescribed schedule. BAlso, CP8&L is being
put on notice that the Seller's costs of producing its
coal under these referenced agreements must be closely
monitored by CP&L and should they get out of line to the
point that coal being supplied CP&L under these agreements
is substantially higher than the fair market value of coal
of the same or comparable grade and quality being
purchased from non-affiliated other sources, the excess
cost would be disallowed for rate making purposes.

h. The Commission finds the proposed accounting
treatment as reflected by the methodology contained in
Exhibit G to be reasonable based on the assertion by CPEL
that this accounting treatment will always result in the
price of <coal being charged as an operating expense iten
to include only the actual coal production costs to Leslie
Coal ¥ining Company (such costs to be 1like those
enumerated on page 5 of Bxhibit E as attached to the
application) plus a return on CP&L's actual invested
equity capital in Leslie Coal Mine (such rate of return to
be the rate of return on common equity allowed CPEL in the
latest final order by the Commission establishing just and
reasonable rates for electric utility service).

IT IS, THEREFORE, ORDERED that:

. The transactions proposed herein by CP&IL pursuant to
the shareholders agreement, property agreement, management
agreement, and coal supply agreements substantially in the
form as Exhibits A, ¢, D, and E, respectively, with
attachments sunstantially in the form attached thereto, and
each and every exhibit and attachment be, and are hereby,
approved.

2. The accounting treatment as contained in Exhibit G
and as defined in the above conclusions item h) of this
order, be and is hereby approved.

3. The purchase by CPEL from time to time of the share
of capital stock of Leslie Coal Hining Company and the
making of 1loans, advances, pledges to, guarantees for the
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benefit of Leslie Coal Mining Company, for the purposes as
set forth in the exhibits referred to herein, be and hereby
are approved.

4. CPEL cause Leslie Coal Mining Company to prepare
Summary Cost Reports for transmittal to the Commission in a
similar format to the Summary Cost Sheets identified as
Exhibit Cc, pages C-|, 2, 3, 4, and 5, attached to and a part
of Exhibit H, "Preliminary - Big Creek Reserve Area, Pike
County, Kentucky, Pickands Mather & Company," October |[973
by John T. Boyd Company, Mining Engineers and Geologists.
The above reports are to have additional information showing
the average BTU/pound content for each report period.

These reports are to be sent to the Commission not later
than 30 days after the <close of each quarter after the
Leslie Coal Mining Company operation reaches its design
level of |,000,000 tons of washed coal per year or its
operations become profitable based on the pricing of its
coal at "fair market value," whichever comes first.

Carolina Power and Light Company is also required to
include as a part of the report its own comparative analysis
of the price of the coal purchased from Leslie Coal Mining
Company to that coal it has purchased during the same report
period from its othar non-affiliated sources.

ISSUED BY ORDER OF THE COMMISSION.
This the 5th day of March, |974.

NORTH CAROLINA UTIILITIES COMMISSION
Anne L. Olive, Deputy Clerk

(SEAL)

DOCKET NO. E-2, SUB 244
BEFORE THE NORTH CAROLINA UTILITIFS COMMISSION

In the Matter of
Carolina Power & Light Company ) ORDER GRANTING AUTHORITY
- Authority to Enter into a ) TO ENTER INTO A
Financing Arrangement Covering ) FINANCING ARRANGEMENT
Certain Turbine Generator Units ) (NET LEASE) CONCERNING
) CERTAIN TORBINE
) GENERATOR UNITS

TO: CAROLINA POWER & LIGHT COMPANY

This cause comes before the Commission upon an Application
of Carolina Power & Light Company (the ®Company®) filed
under date of May 2|, 974, vherein approval of the
Commission is sought to enter into a lease arrangement with
respect to eleven internal combustion turbine generating
units.
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FINDINGS OF FACT

|- The Company 1is a corporation duly organized aand
existing under the laws of the State of North Carolina, with
its principal office at 336 FPayetteville Street, Raleigh,
North Carolina. It is duly authorized to engage in the
business of generating, transmitting, distributing and
selling electric power and energy. It is duly domesticated
in the State of South Carolina and is authorized to conduct
and carry on the business above mentioned imn both states.
It is an electrical utility under the laws of this State and
in its operations in this State is subject to the
jurisdiction of this Commission. It is a public utility
under the Federal Power act.

2. At December 3|, |973, the Company's short~term notes
payable amounted to $28,355,799 and are expected to be about
$8,000,000 at May 3|, 1974, after the sale and application
of proceeds of 650,000 of Serial Preferred Stock, $8.48
Series, issued February 28, |974, for $64,3[7,500 and after
the application of proceeds €from $|25,000,000 principal
amount of Pirst Mortgage Bonds, Series due 2004, sold and
issued on May 22, |974. Such funds have been or «ill be
expended in continuing the Company's construction program of
substantial additions to its electric generation,
transmission and distribution facilities in order to meet
the continuing increase in demand for electric service.

3. Duting 1973, expenditures for the Company's
construction programr were $358,09(|,000, and are estimated to
be $445,46),000 in {974, of which $84,90(,000 were expended
through #arch 3|, 1974, and of which $157,79|,000 is
expected to be expended through May 3|, )974.

4. The Applicant proposes to enter into a financing
arrangenent described below and substantially as set forth
in the proposed Participation Agreement (the "Participation
Agreement') attached to the Application as Attachment A for
the purpose of financing the cost of construction of
additions to its electric plant facilities.

5. In the conduct of its business as a utility, the
Company entered into a purchase agreement with Westinghouse
BElectric Corporation ("purchase Contract®) attached to the
Application as Attachment B vhereby the latter is supplying
the company with eleven ({|) internal combustion turbine
generator units, together with certain accessory equipnent,
for an aggregate purchase price of approximately
$36,475,000. These units are all 1located in Darlington
county, South Carolina. The total installed cost of the
units together with accessories and supporting equipment is
expected to be approximately $67,246,000 of which property
having a cost of approximately $46,000,000 is to be assigned
under the proposed leasing arrangement.

6. The proposed financing arrangement, which is
described in the Application, is summarized as followus:
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(a) By virtue of a Purchase Contract Assignment,
substantially as set forth in Exhibit G to the Participation
Agreement, the Company would assign its rights under the
Purchase Contract (with the exception of the Company's
rights and interests in respect of and to the extent the
Purchase Contract relates to transmission or distribution
equipment) to First National Bank of South Carolina (First
National) as the trustee under a trust agreement
(substantially in the form of Exhibit P to the Participation
Agreement) for the benefit of General Electric Credit
Corporation ("GECC").

(b) The Company would also transfer title to said eleven
an internal combustion turbine generator units,
accessories and supporting equipment to First National, as
trustee, pursuant to a Bill of Sale. The turbine generator
units, accessories and supporting equiprment are hereinafter
called "the Equipment."

(c) It is proposed that First National will pay the
Company for such rights and the Equipment out of (a) funds
representing approximately seventy percent (70%) or
approximately $32,200,000 of the aggregate purchase price
vhich would be borrowed from institutional investors and (b)
funds wvhich would be advanced to FPirst National, as trustee,
by GECC as an investment in the beneficial ownership of the
Equipment, and which would represent the remaining thirty
percent (30%), approximately, of the purchase price, or
approximately $13,800,000.

First Bational, as trustee, would simultaneously lease the
Equipment to the Company under a lease (the "Lease")
substantially in the form of Exhibit D to the Participation
Agreeament, described in more detail below. The
institutional investors would receive promissory notes, to
bear interest at the rate of 9.|25% per annum, which would
be obligations of FPirst National, as trustee, payable solely
out of the assets of the trust estate, and wquld be secured
by a security interest in the Equipment, the Lease and the
rentals due thereunder, as well as all other rights and
assets in the trust estate. Pirst National would hold the
trust estate, including the Equirment, as trustee for the
benefit of GECC, as owner, and First National, as trustee,
wvould assign a security interest in the Equipment and the
Lease to Bankers Trust Company as trustee under an indenture
substantially in the form of Exhibit E to the Participation
Agreement securing the institutional investors, as lenders.
Pirst National, GECC and such 1lenders are hereinafter
collectively called "the Lessor.®™

(d) The Lease would be a net lease for a term of twenty-
five (25) years from July |, {974, and, if necessary, for an
interim period prior to July |, }974. Under the Lease, the
Company would operate the Equipment and would be responsible
for wmaintaining, repairing and insuring it, and for paying
substantially all taxes, assessments and other costs arising
from the possession and use thereof. The Company would bear
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the risk of loss in the event of condemnation of or casualty
to all or a part of the Bquipment. In the event that any of
the Bquipment should become unusable by the Company as a
result of a casualty, the Lease would be terminated on the
next rental payment date upon payment of the amount of the
value of such Equiprent and vwhich is to be a stipulated
percentage of the original cost, varying from a high of
{05.467|% to a lov of |5.0000% over the period of the Lease.
The Company would also have the option at any time after the
expiration of the fifteenth year of the Lease to make a
determination that the Equipment is econozically obsolete.
In such event, the Company will Le responsible for the
deficiency, if any, between the +termination value of the
BEquipment (to be similarly stipulated) and the net resale
proceeds.

The rentals to be paid by the Company semi-annually in
arrears until the end of the term of the Lease would be
calculated to provide funds sufficient to pay the principal
and interest on the notes to be issued to the institutional
investors by First National and to <Teturn the equity
investment of GECC to it plus a return omn its investment.
Based on the cost of 9.125% for the senior funds, the semi-
annual rental would equal 4.088% of the aggreqgate purchase
price for the Equipment. These 50 semi-annual payments will
be $1,880,530,60 with the final payment adjusted to produce
an accunulative grand total of all payments in the amount of
$94,026,550 which equnates to an annual rental rate of
approxinately 8.|76%. The Company would have the option to
renew the Lease at a fair rental value for unlimited periods
of one year or more of duration, and would have no option to
purchase the Equipment under the Lease. At the termination
of the Lease, GECC would be entitled to receive any proceeds
realized from again leasing or selling the Equipment.

To permit First National, as trustee, appropriate access
to the Equipment, the Company will grant to it an easenent
on the Company's premises at Darlington, South Carolina by
means of a Deed of Easement, substantially in the form of
Exhibit B to the Participation Agreement.

(e) The Company would have the absolute and uncontrolled
right to use the &Eguipment in its electric utility
operations, subject only to the conditions of the Lease; and
the Company will exercise the same measure of control over
the operation and mnanagement of the Equipment as it would
exercise as owner, The Lease will =not, therefore, impair
the Company's ability to perform its services to the public
as an electric utility, nor will it relieve the Company of
any of its responsibilities as an electric utility with
respect to the operation or maintenance of the Equipment, or
otherwise.

() The Lessor will not at any time exercise any measure
of control or direction over the performance by the Company
of its service as an electrical utility; nor will the Lessor
have any economic interest in or liability with respect to
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the Equipment or the Lease, except the right to receive
semiannual rentals and early termination values under the
terns of the Lease, and upon termination of the Lease, it
will be entitled to the residual value of the Equipment.
The Lessor will not, therefore, render any service to the
public as a wutility or exercise any of the rights,
privileges, duties or obligations of an electrical utility.
It will derive no other compensation or bear any risk of
loss as owner of the Equipment. The Company will assume
full electrical utility responsibility with respect to the
Equipment, including without limitation, the obtaining and
maintaining of any permits and certificates and the filing
of any reports which might from time to time be required in
connection with its ownership or operation. The Company
has, as required by lav, previously obtained Certificates of
Public Convenience and Necessity with respect to the
installation and operation of the Equipment.

(9) The Company believes that the transaction herein
proposed is desirable and in the public interest in that:

(a) In the Company's opinion, leasing is the most
desirable means of obtaining the permanent f£fimancing for
this Equipment under existing conditions. Recently the
8.75% FPirst Mortgage Bonds due 2000 of the Applicamnt were
trading with a yield to maturity of approximately 9.7%.

(b) Leasing would provide financing in an amount
equal to |00% of the cost of ¢the Equipment and would
enable the Company to tap sources of capital not otherwise
available to it.

CONCLUSIONS

Prom a review and study of the Application, its supporting
data and other information in the Comnmnission's files, the
Commission is of the opainion and so concludes that the
transaction herein proposed is:

(a) Por a lawful object within the corporate purposes of
the Company and within the limits of the authority
and purposes set forth in its Articles of
Incorporation, as amended;

(b) Compatible with the public interest;

(c) Necessary and appropriate for, and consistent with,
the proper performance by the Company of its service
to the public as a utility and will not impair its
ability to perform that service;

(d) Reasonably necessary and appropriate for such
purposes;

(e) Not a transaction which will subject either First
National or GECC, upon the completion of the
transactions described herein and as contemplated by
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the Participation Agreement, the Purchase Contract
Assignment, the Lease and the Easement, to the
jurisdiction of this Commission or constitute either
of them a "public utility" within the meaning of the
North Carolina Public Utilities Act of |963 as
amended;

(f) That the terms and conditions of the Lease and the
Participation Agreement be, and hereby are, approvegd.

ORDER

IT IS, THEREFORE, ORDERED, that Carolina Power & light
company be, and it is hereby, authorized, eapowered and
pernitted under the terms and conditions set forth im the
Application; (]) to enter into +the net 1lease financing
transaction described in this Order and in the Applicationm,
and to execute such instruments, documents and agreements as
shall be necessary or appropriate in order to effectuate
such transaction; and (2) to file with the Commission when
the transaction has been completed a report showing the
final terms and conditions including the proposed initial
accounting 3Jjournal entries to record the transaction on the
books and the monthly accounting entries to record the
rental payments,

ISSUED BY ORDER OF THE COMMISSION.
This 7th day of June, {974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. E-2, SUB 244

MARVIN R. WOOTEN, CHAIRMAN, CONCURRING. I agree fully
with the majority in approving the proposed financing plan
involving the leasing of certain turbine-generator units and
I would point out the following additional facts from the
record 1in this case, which were before the Commission and
considered by it in arriving at the majority decision:

(1) That while internal combustion turbine-generator
units of this type have relatively high operational costs,
their Jow investment cost combined with limited operation
during peak periods make this type generation economically
attractive for meeting peak load demands;

(2) That when factors beyond the control of Carolina
Pover & Light cCompany forced delays in the expected
operation dates of the Brunswvick and Harris Nuclear Plants,
reserve levels were lowered to the point of jeopardizing
reliable electric service to Carolina Power & Light's
customers; and



MISCELLANEOUS 20]

(3) That installation of internal combustion turbine-
generators, which can be constructed more rapidly than any
other generation facility, was the most prudent action
available to ensure reliable electric service to Carolina
Pover &€ Light's customers.

Marvin R. Wooten, Chairman

DOCKET NO. E-2, SUB 244

HOGH A. WELLS, COMMISSIONER, DISSENTING. It does not
appear to me that internal combustion turbines constitute an
efficient device for the generation of electricity. Their
acquisition cost is relatively high and their operational
costs are exceptionally high. It would therefore appear
that the decision by Carolina Power § Light Company to
acquire and use such a large number of these units and to
assume the attendant cost of their ownership and operation
cannot be said to be compatible with the public interest,
consistent with the proper performance by Carolina Power §
Light Company of 1its service to the public, or reasonably
appropriate to said service.

Hugh A. Wells, Commissioner

DOCRET NO. E-2, SUB 248
BEFORE THE NORTH CAROLINA UTILITIES CONMISSION

In the Matter of
Application of Carolina Power )
& Light Company for Authority ) ORDER GRANTING AUTHORITY
to Enter into a Sale and ) TO ENTER INTO A SALE AND
Leaseback Arrangement ) LEASEBACK ARRANGEMENT
Concerning Certain Nuclear ) CONCERNING CERTAIN
Material ) NUCLEAR MATERIAL

This cause comes before the Commission upon an application
of Carolina Power & Light Company (the ®Company"), filed
under date of November 2|, |974, wherein approval of the
Commission is sought to enter into a sale and 1leaseback
arrangement with respect to certain nuclear material.

FINDINGS OF FACT

. The Company is a corporation duly organized and
existing under the laws of the State of North Carolina, with
its principal office at 336 Fayetteville Street, Raleigh,
North Carolina. It is duly authorized to engage in the
business of generating, transmitting, distributing and
selling electric power and energy. It is duly domesticated
in the State of South Carolina and is authorized to conduct
and carry on the business above mentioned in both states.
It is a public utility requlated under the Pederal Power Act
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and the laws of this State and in its operations in this
State is subject to the jurisdiction of this Commission.

2. At September 30, |974, the Company's short-term notes
payable amounted to 348,006,497 and are expected to be about.
$]57,000,000 at November 29, |974. Such funds have been or
will be expended in continuning the Company's construction
progran of substantial additions to its electric generation,
transmission and distribution facilities in order to neet
future demands for electric service.

3. During 1973, expenditures for the Company's
construction program were $358,09{,000 and are estimated to
be $380,19],000 in 974, of which $258,678,000 was expended
through September 30, |974.

q. The Company proposes to enter into the nuclear
material lease agreement (the "Nuclear Lease") and Bill of
Sale (the "Bill of Sale'") substantially in the form attached
to the application as Bxhibit A and Exhibit B respectively
in order to reduce the amount of new securities required to
be sold to fund the Company's construction programe.

SIS The terns and conditions of the ©Nuclear Lease
provide:

(@) The Company, at its discretion nay from time to time
sell to Prulease, 1Inc. ("Prulease"), anuclear material
comprising the fuel assemblies which make up the cores at
the Brunswick Wo. | and Brunswick No. 2 nuclear power
stations. The sales price of such nuclear material will be
an amount equal to the Conmpany's cost of nilling,
conversion, enrichment, fabrication, installation, storage
and any other costs incurred by the Company in acquiring
such material. The Company may sell PruLease up to $50
million worth of nuclear material.

(b) all of the nuclear material sold by the Company to
Prulease will be leased back by the Company for a wmonthly
rental price equal to the amourt of nuclear material burned
two mnonths previously plus a carrying charge on the
unamortized fuel at an annual rate egual to {-3/4 percent
plus the higher of the then existing prime rate of
PruLease's comnmercial paper rate. The monthly rental
nathematically expressed is the sum of (A) and (B) below:

() Monthly Burnup Charge = MWRH produced MWH Charge
during second X formula to be
preceding month agreed upon by

PruLease and
the Company

(B) Rent = SCV X (BR4[-3/4%) X days in current month
360
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WHERE:

SCV (Stipulated Casualty Value) = Acquisition Cost -
Cunulative HMonthly Burnup

BR (Base Rate) = the higher of the prime interest rate or
PruLease's dealer quoted 90-day commercial
paper rate

(c}) The Company proposes to charge its payments under the
contract to fuel expense. The monthly charge to Account 518
— Nuclear Fuel Expense will be a pro rata part of the cost
of the nuclear material under the lease based on the thermal
energy produced. This account will also be charged with all
other lease expenses. The charges will be allocated based
on the nunmber of #WH's generated in each month as compared
to the total MWH's expected to be generated from the nuclear
material.

A sub-account is to be maintained which shows separately
the monthly interest charges and the accuaulative interest
charges which are a portion of the monthly lease payment.

(d) The company is required to account for the Nuclear
Lease on its books as a true lease for all purposes subject
to the strictures of applicable law and regqulatory
authorities.

(e) Under the Nuclear Lease, the Company would utilize
the nuclear fuel in its reactors and wculd be responsible
for maintaining, repairing and insuring the nuclear
material, and for paying substantially all tazes,
assessments and other costs arising from the possession and
use thereof. The Coapany would bear the risk of loss in the
event of condemnation of or casualty to all or a part of the
nuclear material which it will insure against consistent
with its general insurance practices,

(f) The Company would have the absolute and uncontrolled
right to the possession and use of the nuclear fuel in its
‘electric wutility operations, subject only to the conditioms
of the Nuclear Lease and during the term of the Kuclear
Lease so long as no condition of default exists the Company
will exercise tle same measure of control over the operation
and management of the nuclear fuel as it would exercise as
ovner, The Nuclear Lease will not, therefore, iampair the
Company's ability to perform its services to the public as
an electric utility, nor will it relieve the Company of any
of its responsibilities as an electric utility with respect
to the transportation, operation, maintenance, reprocessing
or disposal of the nuclear material.

(g) Prulease will not at any time exercise any measure of
control or direction over the performance by the Company of
its service as a public utility nor will PruLease have any
economic interest in or 1liability with respect to the
nuclear mnaterial or the Nuclear Lease, except the right to
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recéive monthly rentals and upon teramination of the Nuclear
Lease, it will be entitled to the Stipulated Casualty Value
of the nuclear material and, in most cases, to the excess,
if any of fair market value of the nuclear material over and
above the stipulated casualty Value. Prulease will not
render any service to the public as a utility or exercise
any of the rights, privileges, duties or obligations of a
public utility. It will derive no compensation other than
the monthly rentals nor bear any risk of loss as owner of
the nuclear material. The Company will assume full public
utility responsibility with respect to the nuclear material
including without limitation, the obtaining and maintaining
of any permits and certificates and the filing of any
reports which wmight from time to time be regquired in
connection with its ownership or operation. In the event
that Prulease acts or fails to act in any manner which in
the Company's opinion impairs its ability to fulfill its
electric utility responsibilities with respect to the
nuclear material, the Company may, upon notice to Prulease,
terminate the WNuclear Lease and automatically revest title
to the nuclear material in the Company.

(h) The Nuclear Lease has an indefinite term which may
expire upon the occurrence of any of the events set forth in
Sections 8, 3, |6, |7 and |8 as follows: (i) 1f£f PrulLease
gives notice of termination pursuant to Section 8 or |8 or
the Company exercises its option to purchase pursuant to
Section {93, the Company would have the right to purchase the
nuclear naterial at a price equal to the greater  of
Stipulated Casualty VvValue or appraisal value; ({ii) If the
Nuclear Lease is terminated pursuant to Section {3 the
Company would be required to pay to Prulease the Stipulated
Casualty Value, use its best efforts to sell the material to
a qualified third party, and, wupon such sale, pay the
proceeds to Prulease. Prulease would then pay back to the
Company the amount previously paid as Stipulated Casualty
Value to the extent available from such proceeds. Section
13(c) provides that the Company may terminate the HNuclear
lease at any time after one year upon determining that the
nuclear material is no 1longer useful to the Company by
reason of being economically unserviceable or for any other
reason. Section [3(f) provides that the Nuclear Lease will
terminate upon the expiratiom of the "cooling off" period
for any nuclear material subsequent to its removal from the
nuclear reactor without agreement by the Company and
PruLease to extend the lease term. The Company presently
estimates that +the "cooling off" period for all of the
nuclear material to be leased will have expired within five
years; (iii) Section [6 provides that upon the occurrence of
any event of default (as defined in Section [5), Prulease
may terminate the 1lease, take possession of or sell the
nuclear waterialj; (iv) Section |7 permits PrulLease to
terminate the ©Nuclear Lease upon notice for changes in the
Atomic Energy Act, lavs or requlations, regulations
concerning the carrying out of the transactions comteamplated
in the Nuclear Lease, applicable insurance, occurrence of a
nuclear incident with an aggregate liability in excess of
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$|0 million, adoption of additional laws or requlations, or
material modification of existing approvals, with respect to
the Nuclear Lease or transactions contemplated thereby. In
the event of such termination title to the nuclear material
immediately revests in the Company and the Company is
required to pay to PruLease the Stipulated Casualty Value.

6. The Company believes that the transaction herein
proposed is desirable and in the public interest in that
leasing would provide financing in an amount equal to |00
percent of the cost of the nuclear material and would enable
the Company to tap sources of capital nct otherwise
available to it. To the extent that funds are obtained
pursuant to the arrangement herein described, the Company
will be relieved from the need of seeking a corresponding
amount of permanent financing at a time when the teras and
conditions in the securities markets are generally
unfavorable for permanent utility financing. The terms and
conditions of this transaction compare favorably to the
terms under which similar transactions are presently being
negotiated. If a sum of similar magnitude were available
and could be obtained by the Company in the short-term money
market at this time at the present prime rate of interest of
t10-1/4 percent such a loan would require either a 20 percent
compensating balance or an "all in" rate such that the
minimum effective rate of interest would be |2.8 percent.

7. No fee for services (other than attorneys,
accountants, rating services and fees for similar technical
services) in connection with the negotiation or consummation
of the lease transaction will be paid in connection with the
transaction except a closing fee of ${25,000 payable to
Prulease.

8. The purpose for which the proposed transaction is to
be effected, as hereinabove set forth, is (i) a 1lawful
objective within the corporate purposes of the Company; (ii)
compatible with the public interest; (iii) consistent with
the proper performance by the Company of its service to the
public and will not impair its ability to perform that
service; and (iv) reasonably necessary and appropriate for
such purpose.

CONCLUSIONS

Prom a review and study of the Application, its supporting
data and other information in the Commission's files, the
Commission is of the opinion and so concludes that the
transaction herein proposed is:

(a) Por a lawful object within the corporate purposes of
the Company and within the limits of the authority
and purposes set forth in its Articles of
Incorporation, as amended;

(b) Compatible with the public interest;
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(c) VYecessary and appropriate for, and consistent with,
the proper performance by the Company of its service
to the public as a utility and will not impair its
ability to perform that service;

(d) Reasonably necessary and appropriate for such
purposes; and

(e) Not a transaction which will suhject Prulease, upon
the completion of the tramnsactions described herein
and as contemplated by the Nuclear Lease, to the
jurisdiction of this Commission or constitute it a
"public wutility"™ within the wmeaning of the North
Carolina Public Otilities Act of |963 as amended.

ORDER

IT IS, THEREFORE, ORDERED, That Carolina Power & Light
Company be, and it hereby is authorized, empovered and
permitted under the terms and conditions set forth in the
Application:

A. To enter into the sale and leaseback arrangement
described in this order and in the Application, and
to execute such instruments, documents and agreements
as shall be necessary or appropriate in order to
effectuate such transaction; and

B. To account for the nuclear material lease payments
described in the Application and as modified im this
order.

IT IS FURTHERED ORDERED that Carolina Power §& Light
Company shall maintain a sub-account of Account 5|8 -
Nuclear Fuel Expense - vwhich shows separately the nonthly
interest charges and the accumulative interest charges which
are a portion of the monthly lease payment.

IT 1S FURTHER ORDERED that carolina Power & Light Company
shall submit an initial report within 30 days after the
execution of this 1lease agreement showing the source
material and methodology used in determining the amount of
the #WH charge formula. Any subsequent changes in the
amount of the HWH charge formula must be similarly reported
before they become effective.

IT IS FURTHER ORDERED that the terms and counditions of the
Nuclear Lease and Bill of Sale are hereby approved.

IT IS PURTHER ORDERED that PrulLease shall not be subject
to the jurisdiction of this Commission or be deemed a
“public utility" within the meaning of the North Carolina
Public Utilities Act of 1963, as amended, as a result of
entering 1into the transactions contemplated by the muclear
lease and described hereinabove.
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IT IS FURTHER ORDERED that Carolina Power & Light Company
file with this Commission, after the consummation of the
transactions described in this Order and in the Application,
a report setting forth the terms of such transactions
(including the expenses of the transactions) and a copy of
the executed final form documents and agreements that are
material to the transactions, and that this proceeding be,
and the same is, continued on the docket of the Coanmission,
without day, for the purpose of receiving the aforementioned
documents and the results of the transactions, as
hereinabove provided, and nothing in this order shkall be
construed to deprive this Conmmission of its regulatory
authority under law or to relieve Carolina Power & Light
Company from complying with any law or the Conmmission's
reqgulations.

ISSUED BY ORDER OF THE COMMISSION.
This 27th day of November, |974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. E-22,- SUB |68
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Petition of Vvirginia ®lectric and
Power Company to Change Fron
Flow-Through to Normalization
Accounting for Income Tax Benefits
From Liberalized Depreciation and
the Asset and Depreciation Range
System on Additions Placed in
Sservice puring and Subsequent
to |974.

ORDER GRANTING CHANGE
FROM PLOW-THROUGH

TO NORHALIZATION
ACCOUNTING

e L e

BY THE COHMISSION: This matter is before the Commission
upon petition filed on November (8, |974, by Virginia
Electric and Power Company (VEPCO) wherein the company seeks
approval to change from the flow-through method to the
normalization method with respect to the tax benefits from
liberalized depreciation and asset depreciation range (ADR)
on property additions placed in service beginning with the
year |974. VEPCO states in its petition that it has taken
full advantage of liberalized depreciation.and ADR and has
with this Coommission's approval consistently followed flow-
through accounting for the Federal income tax reduction from
both liberalized depreciation and ADR.

VEPCO further states that a change to normalization
accounting is needed for the 1long-run benefit of the
consumer. The company asserts that normalizatiom accounting
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would make available through deferred taxes sabstantial
capital for 1its construction program; that this cost-free
capital reduces the overall cost of capital and nminimizes
the need to go to the financial market under today's adverse
conditions; and that interest coverage requirements of the
company's mortgage indenture and fixed charge coverage used
by rating agencies will be improved by normalization with
compensating rate relief and that as a conseguence of
inproved ratings the cost of capital is reduced.

FPor the foregoing reasons, the Conmission finds that
VEPCO's request for approval from flov-through to
normalization accounting with vrTespect to the income tax
benefits from liberalized depreciation and ADR on additions
made during and subsequent to |974 should be approved.

IT IS, THEREFORE, ORDERED:

|- That VEPCO's request for «change from flow-
through to normalization accounting for the
income tax effects of liberalized depreciation
and ADR on additions placed in service during
and subsequent to |974 be, and the same is
hereby, approved.

2. That VBPCO shall account for deferred income
taxes as set forth in Rule R|-35 and that the
tax deferrals for rate-making purposes be
reflected in accordance with the provisions of
Section |67 of the Internal Revenue Code and
requlations thereunder.

ISSUED BY ORDER OF THE COHMISSION.
This the t0th day of December, (974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. E-22, SUB |7]
BEFORE THE KRORTH CAROLINA UTILITIES COMMISSION

In the Hatter of
Application of Virginia Electric ) ORDER GRANTING
and Power Company for Authority ) AUTHORITY TO SELL
to Sell and Leaseback Realty ) AND LEASEBACK REALTY

This cause came before the Commission upon an application
of Vvirginia ®lectric and Power Company ({(Vepco) filed
December |0, [974, wherein authority is sought by Vepco to
sell and leaseback realty located in Virginia, as described
below.
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Based on the evidence of record herein, the records of the
Commission and the verified representations in the
application, the Commission makes the following:

FINDINGS OF FACT

f. Vepco 1is a corporation duly organized and existing
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,
distributing and selling electric power in the State of
North Carolina. It is a public utility under the 1laws of
Borth Carolina, and as such is subject to the jurisdiction
of this Commission.

2. Vepco presently owns the following properties: (a)
approximately 2|.7 acres, together with the improvements
thereon, known as 7500 West Broad Street, Richmond, Virginia
(Parcel A); (b) approximately 6.4 acres, together with the
improvements thereon, known as 525 Pirst Colonial Road,
Virginia Beach, Virginia (Parcel B); and (c) approximately
8.0 acres, together with the imgrovements thereon, known as
|00 Washington Street, Herndon, Virginia (Parcel C). Parcel
A, Parcel B and Parcel C are collectively referred to herein
as the Premises. The principal improvesents on the Premises
are Vepco office buildings, warehouses and repair shops.

3. To reduce the amount of new securities required to be
sold in aid of Vepco's |974 construction program, Vepco
proposes to sell the Premises and the improvements thereon,
free from the lien of Vepco's Indenture of M#Mortgage, to
Chemical Bank, New York (Chemical), as Trustee for several
pension funds. 1In order to comply vwith Virginia 1law, a
Virginia bank may hold title to the Premises for Chemical.

4. The sale prices have been determined by appraisals
and are payable in cash to Vepco at the closing, 1in the
respective amounts of $4,900,000 for Parcel A, $},200,000
for Parcel B and $|,200,000 for Parcel C. Simultaneously
with the sale of the Premises, Vefpco will enter into net
leases (the Leases) for the use of the Premises for an
initial term of 20 years at an annual rental of |0% of the
sale price for the respective Parcel. The rentals will be
payable in equal monthly installments in advance. Such
rentals, paid to Chemical, or to the Virginia bank, for
Chemical, as the case may be, will be net of all taxes,
repairs and other costs relating to the maintenance and
operation of the Premises.

S. Each Lease will provide for two 5-year renewal
options to Vepco at an annual rental of (0% of the fair
market value (as defined in the Lease) of the respective
Parcel as of the first day of the renewal term. In no event
will the rentals for a renewal term be 1less than the
original rental rate or exceed $823,200 per annum in the
case of Parcel A, $204,600 in the case of Parcel B or
$20),600 in the case of Parcel C.
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6. Vepco will have the option under each Lease to
purchase each respective Parcel at the end of the |0th or
]S5th lease year. The purchase price for each respective
Parcel will be equal to the greater of (a) the purchase
price paid by Chemical, or the Virginia bank, as the case
may be, or (b) the fair market value (as defined imn the
Leases) of the respective Parcel, plus an additional 20% of
such amount, if the option is exercised at the end of the
|0th lease year, or an additional |0%, if the option is
exercised at the end of the |Sth lease year. In addition,
Yepco will have the option to purchase each respective
Parcel at the end of the initial term or at the end of any
renewal term at a purchase price equal to the greater of the
purchase price paid by Chemical, or the Virgimnia bank, as
the case may be, or the fair market value (as defined in the
Leases) of the respective Parcel as of the last day of the
initial term or renewal term, as the case may be.

7. In final form, the Leases Will provide that in the
event of damage to or destruction of any particular Parcel,
Vepco will be entitled to the proceeds of insurance thereon
and the net rentals will continue to be payable to Chemical,
except that if, during the last 5 years of the Lease tern,
more than_S50% of the Buildings and Improvements (as defined
in the Lease) are ~destroyed, Vepco may cancel such Lease
upon written notice vithin 30 days of such casualty.

8. The Company proposes to charge its payments under the
Leases to rent expense. The customary 1legal, accounting,
brokerage, tax and other expenses of the transaction will be
prorated over the original terms of the Leases.

9. Chemical and the virginia bank cannot enter into the
proposed transaction if by their participation therein, they
will become subject to regulation by the Commission as
public ntilities or public service companies.

CONCLUSICNS

From a review and study of the application, its supporting
data and other information in the Commissiont's files, the
Commission is of the opinion and concludes that the
transactions herein proposed are:

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

{b) cCompatible with the public interest;

(c) VNecessary and appropriate for and comnsistent with the
proper performance by Vepco of its service to the
public and will not impair its ability to perforn
that service; and

(d) Reasonably necessary and appropriate for such
purposes.
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ORDER

IT IS, THEREFORE, ORDERED, That Virginia Electric and
Power company, be, and it is hereby authorized, empowered
and permitted:

| To enter into the transactions described in this
order and in the application, and to execute such
instruments, documents and agreements as shall be necessary
or appropriate in order to effectuate such transactionms.

2. To account for the transactions as described in the
application and more specifically as follows:

As prescribed in the Uniform System of Accounts the
amortization of the gain, before reduction in income tax,
vill be credited to Account 424{.], Gain on Disposition of
Property, and the amortization of the increase in income tax
attributable to sach gain will be charged to Account 409.2,
Income Taxes, Other Income and Deductions. Account 42].]
must be maintained in sufficient detail to permit readily
the accounting treatment given this particular transaction
over the life of the amortization of the gain on the sale of
the realty.

Vepco shall furnish the Commission Accounting Division two
(2) copies of the journal entries recording the sale 'of the
realty and the gain related thereto.

IT IS PURTHER ORDERED, That Chenmical Bank of New York and
the Virginia  Dbank vhich nay participate in this
sale/leaseback transaction shall not, because of their
participation in the arrangement, be subject to regulation
by the cCommission as a public utility or a public service
company.

IT IS PURTHER ORDERED, That Vepco file with this
Commission after the consummation of the transactions
described in thkis Order and in the application, a report
setting forth the terms of such tramsactions (including the
expenses of the transactions), and at the time of such
report Yepco shall file with this Commission a copy of each
Lease 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 executed; and that
this proceeding be, and the same is, continued on the docket
of the Commission, without day, for the purpose of receiving
the aforementioned documents and the results of the
transactions, as hereinabove provided, and nothing in this
Order shall be construed to deprive this Commission of its
requlatory authority under 1lawv or to relieve Vepco from
complying with any law or the Comaission's regulations.
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ISSUED BY ORDER OF ‘THE COMMISSION.
This the |9th day of Decenber, |974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. B-22, SUB (72
BEFORE THE NORTH CAROLINA UTILITIES CONMISSION

In the Matter of
Application of Virginia Electric ) OBRDER GRANTIKG
and Power Company for ARuthority } AUTHOBITY To SELL
‘to Sell Aadditional Pollution } ADDITIOHNAL POLLUTION
Control Facilities and Issue ) CGCNTROL FACILITIES ARD
Intermediate-Tera Obligation )} ISSUE INTERHMEDIATE-
) TERN OBLIGATION

This cause came before the Commission upon an application
of vVirginia Electric and Power Company (Vepco) filed
December |0, |974, wherein authority is sought by Vepco for
intermediate-term financing of additional pollution control
facilities at its North Anna Power Statiom in Virginia, as
described below.

Based on the evidence of record herein, the records of the
Commission and the verified representations in the
application, the Commission makes the following:

FINDINGS OF FACT

l- vepco is a corporation duly organized amnd existing
under the laws of the Commonwealth of Virginia, with its
general offices in Richmond, Virginia, and is aunthorized to
engage in the business of generating, transmitting,
distributing and selling electric power in the State of
Forth Carolina. It is a public utility under the .laws of
North Carolina, and as such is subject to the jurisdiction
of this Coonnission.

2. In Docket No. E-22, Sub |57, Vepco obtained authority
from the Comnmnission to issue short-ters obligations to
finance certain pollution control facilities at Vepco's
North Anna Nuclear Power Station located in Louisa County,
Virginia {the North Anna Station), and in connection
therewith, to sell such pollution comntrol facilities. The
short—-tarm obligations were to be issued through, and the
pollution control facilities sold to, the Industrial
Developaent Authority of the Town of Louisa, virginia (the
Authority), a political subdivision of the Commonvealth of
virginia, organized and existing pursuant to the Virginia
Industrial Development and Revenue Bond Act (Code of
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Vvirginia, Section |5.1-1373 et seq. ) (the 1Industrial
Development Act).

3. Vepco now proposes to issue an intermediate-term
obligation, through the Authority, to finance additional
pollution control facilities (the Additional Pollution
Control Facilities) at the North Anna Station, and as in
Docket No. B-22, Sub |57, to sell the Additional Pollution
Control Facilities to the Authority.

4. The proposed transaction will enable Vepco to finance
the capital requirements attributable to the Additional
Pollution Control Facilities at a lower interest cost than
any available alternate means of financing.

5. Vepco proposes to enter into a credit agreement (the
Credit Agreement) with the Authority and Morgan Guaranty
Trust Company, a New York bank (the Bank). The Credit
Agreement will provide that in December |974, the Authority
will issue to the Bank a note in the principal amount of
approximately $|0 million and with up to a 30-month maturity
(the Note). The proceeds of the Note will be paid by the
Authority to Vepco to acquire the Additional Pollution
Control Facilities, subject to the prior 1lien of the
Indenture Trustee under Vepco's Indenture of Mortgage, at a
price equal to the cost of those facilities to Vepco.
Section |5.|-]379 expressly empowers the Authority to issue
obligations and to wuse the proceeds of the sale of such
obligations to acquire pollution control facilities.

6. Vepco will deliver to the Authority a bill of sale
with respect to the Additional Pollution Control PFacilities.
But so long as no event of default exists, such bill of sale
will not be recorded by the Authority and Vepco is to retain
the absolute right to possess, use and manage the Additional
Pollution Control Facilities during the term of the Credit
Agreement, subject only to its provisions.

7. As collatsral for the Note, Vepco will issue, at the
time of the issuance of the Note, its note (the Collateral
Note), ©payable to the Authority and equal in amount,
maturity and interest rate to the Note. The Authority will
have no obligation under the Note except to make payments
from the proceeds of the Collateral Note.

8. The Collateral Note and the rights of the Authority
under the Credit Agreement, except for any interest which
the Authority may have in the Additional Pollution Control
Facilities, will be assigned to the Bank as security for
payment of the Note.

9. The Bank will purchase the Note on the basis that the
interest thereon, at a rate not to exceed 7-|/8%, is exempt
from Pederal taxation. Vepco and the Bank will enter into a
contingent purchase and indemnification agreement (the
Contingent Purchase Agreement) whereby, if the interest on
the Note becomes taxable to the Bank, Vepco will agree to
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repurchase the Note and to pay the Bank additional interest,
in an amount equal to the difference between the interest
actually paid or accrued on the ©Note and the amount of
interest which would have been payable if the Note had borne
interest at the rate not to exceed (25% of the Bank's
ninimum commercial lending rate. Onder +the Contingent
Purchase Agreement, Vepco will also, if the interest on the
Note becomes taxable to the Bank, pay to the Bank such
additional sums as will, on an after tax basis, 'save the
Bank harmless from any loss on that account.

10. It 1is contemplated that the Note will be repaid from
proceeds of the sale of the Authority's long-term tax—exempt
pollution control bonds at the maturity of the Note.

{}]. A1l expenses of the +transaction will be paid by
Vepco, charged to unamortized discount and expense and
amortized over the term of the Note. The sale of the Note
will be accounted for as long-term debt. The Note will
reduce the amount of baank loans or commercial notes that
would otherwise be outstanding, at a substantial saving in
interest cost. Aaccordingly, Vepco plans to charge interest
accrued on the Note to interest expense, as would be the
case with respect to the bank loans or commerical notes that
would otherwise be outstanding, and continue to provide
allowance for funds used during construction for
expenditures on the Additional Pollution Control Facilities
recorded in construction work in progress.

|2. The Bank cannot enter into the proposed tramsaction
if by its participation therein, it will become subject to
regulation by the Conmmission as a public utility or a public
service company.

[3. The proposed transaction will have no pro forma
effect on the Company's income statement except for a
decrease in interest cost. The Note will replace an equal
amount of bank loans or commercial notes and will be shosn
on the balance sheet as long—-term debt.

CONCLOSIONS

Prom a review and study of the application, its supporting
data and other information in the Commisgion's files, the
Commission is of the opinion and concludes that the
transactions herein proposed are:

(a) Por a lawful object within the corporate purposes of
vVepco;

(b) Compatible with the public interest;

{c) Necessary and appropriate for and consistent with the
proper performance by Vepco of its service to the
public and will not dimpair its ability to perfornm
that service; and
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(d) Reasomnably necessary and appropriate for such
purposes.

OBRDER

IT 1Is, THEREFORE, ORDERED, That Virginia Electric and
Pover Company, be, and it is herebdby authorized, empowered
and permitted:

| To enter into the transactions described in this
order and in the application, including the issuance of the
Collateral V¥Yote and the assumption of the obligations set
out in the Credit Agreement and the Contingent Purchase
Agreement, and to execute such instruments, docuwments and
agreements as shall be necessary or appropriate in order to
effectuate such transactionms.

2. To devote the proceeds of the transactions described
in this Order and in the application to the purposes set
forth in the application.

3. To account for the transactions relating to the Note
and the Collateral Note as described in the application.

IT IS FORTHER ORDERED, That Morgan Guaranty Trust Company
of New York, by its participation in this transaction, shall
not become subject to regulation by this Commission as a
public utility or a public service company.

IT IS PURTHER ORDERED, That Vepco file with this
Commission after the consummation of the transaction,
described in this oOrder and in the application, a report
setting forth the terms of such transactions (including the
expenses of the transactions), and at the time of such
report Vepco shall file‘with this Commission a copy of the
Credit Agreement, the Contingent Purchase Agreement 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 -executed; and that this
proceeding be, and the same is, continued on the docket of
the Commission, without day, for the purpose of receiving
the aforementioned documents and the results of the
transactions, as hereinabove provided, and nothing in this
order shall be construed to deprive this Commission of its
reqgulatory authority under law or to relieve Vepco from
conmplying with any law or the Commissiomr's regulations.

ISSUED BY ORDER OF THE CONMISSION.
This the {9th day of December, |974.

NORTH CAROLINA UTILITIES CORMISSIOW
Katherine M. Peele, Chief Clerk

(SEAL)
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DOCKET NO. LPG—|, SUB 3
BEFORE THE NORTH CAROLINA UTILITIES COHHISSIOK

In the Matter of
Filing of Revised Rates and Requesting )
that a Fuel Adjustment Clause be Allowed) ORDER APPROGVING
by Lonnie R. Langley, d/b/a Langwood ) BATES AND ALLOWING
Hobile Park, Highway 97 West, Rocky ) FOEL ADJUSTHMENT
Hount, North Carolina ) CLAUSE

BY THE COMMISSION: On November 3, 1972, Lonnie R.
Langley, d/b/a Langwood Nobile Park ({hereinafter referred to
as Langley), filed an Application with the Commission for a
Certificate of Public Convenience and Necessity to provide
water, oil and gas utility services to Langwood Hobile Park,
Nash County, North Carolina, and for approval of rates. BY
order dated February 9, (973, the Commission granted a
franchise and approved the proposed rates of the Applicant
in the above-mentioned Application.

On September |[{, 973, the Commission received from
Langley, an Application under Docket No. LPG—|, Sub | for an
adjustment of his rates and charges. "This ad-justment vas
requested due to the wholesale increase of gas and oil to
the Applicant by his suppliers. Langley requested that he
only be allowed to pass his wholesale increase on to his
customers. on September {7, {973, the Commission, at Staff
Conference, accepted for filing in Docket LPG—|, Sub | the
proposed rates.

on October 25, |973, the Commission received from Langley
under Docket No. LPG-|, Sub 2 an Application for adjustment
of rates and charges due to the wholesale increase of gas
and oil from his suppliers which said increase would be
passed on to Applicant's custonmers.

on October 29, 1973, the Commission, at Staff Conference,
accepted for filing the proposed rates by Mr. Langley.

on December |3, {973, the Commission received from Mr.
Langley a request that the Commission accept for filing
revised rate schedules submitted under Docket No. LPG—|, Sub
3. Said rate schedules reflected only the vholesale
increase of gas and o0il to Langley from his suppliers.
Before the Commission had time to act or the above-mentioned
filingy, #r. Langley notified the Staff that his wholesale
price of oil was again increased by 5¢ per gallon effective
January 2, ([974. In response to the numerous increases,
filing fees and associated paper vwcrk, Mr. Langley
submitted a request that the Commission add a fuel
adjustment clause to his tariff for future vholesale
increases and request permission that effective January 3,
1974 he be allowed to increase the price of gas and oil
metered ¢to customers in Langwood Park, subject to omne (])
day's notice, as wholesale rates from suppliers are
increased to hinm.
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FINDING OF FACTS

Due to the energy shortage, the Commission realizes that
from time to time in the future the wholesale price of gas
and o0il to Mr. Lanqgley from his suppliers may fluctuate.
Due to the limited number of customers and the type service
rendered, in order that no unjust burden is imposed on Mr.
Langley, it seems equitable that a fuel adjustment clause be
allowed on the tariff of Langwood Mobile Park. Such fuel
adjustment clause would enable Mr. lLangley to increase or
decrease his rates to his customers on a one day's notice by
the amount of his wholesale increase or decrease in cost
from his suppliers provided that the Commission receives
evidence that the wholesale «cost to Mr. Langley has
increased or decreased. By use of the Fuel Adjustment
Clause, a filing fee of $25.00 will no longer be necessary
if the 1increase or decrease in rates is due solely to
vholesale increases or decreases in cost to the Langwood
Mobile Park from its suppliers of gas and oil.

IT IS, THEREFORE, ORDERED AS FOLLOWS:

(1) That effective January 3, {974, the proposed rates
and fuel adjustment clause of Lonnie R. Langley, d/b/a
Langwood Mobile Park, as are reflected in attached tariff
(Appendix A) are approvad as filed under Docket LPG-|, Sub 3
as amended.

(2) That the Applicant is authorized to increase or
decrease the rate to his customers by the amount of the
vholesale increase or decrease in the cost of fuel by filing
a Tariff on one (|) day's notice. Said filing to include
documented evidence of the increase or decrease cost froa
Applicant's fuel suppliers.

(3) That th= Notice to the Public Appendix "B" attached
hereto be hand delivered on the same date of filing to each
gas and/or o0il customer of the Langwood Mobile Park. Such
Notice shall also be placed in a conspicuous location within
the Langwood Mobile Park.

ISSUED BY ORDER OF THE COMMISSION.

This the 22nd day of January, |974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

Appendix A

SCHEDULE OF RATES

Lonnie R. Langley, d/t/a
Langwood Mobile Park
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Name of Company or Owners
SUBDIVISION OR SERVICE AREAS

Langwood tlobile Park, Rocky Mount,
North Carclina

GAS AND OIL RATE SCHEDULES

Hetered Rates (Residential Service)

Gas: $0.57 per gallon for cooking only (May, June, July,
August, and September)

$0.31 per gallon for heating and cooking (January,
February, March, April, October, November, and
December)

0il: 35.9¢ per gallon

Puel Adjustment Clausa:

Bffective dJanuary 3, |974, vrates of the gas and/or oil
customers of the Langwood Mobile Park are subject to change
on a one (]) day's notice by the amount of the wholesale
increase or decrease in cost to the Langwood Mobile Park
from its gas and/or suppliers.

BILLS DOE - Fifteen days after date received.

Issued in accordance with authority granted bty the North
Carolina Otilities Commission in Docket LPG-|, Sub 3,
effective January 3, |974.

Rppendix B
NOTICE TO THE PUBLIC

DOCRET NO. LPG-|, SUB 3
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION
Notice is hereby given that Langwood Mobile Park has filed a
revised tariff as authorized by the North Carolina Utilities
Commission pursuant to a fuel adjustment clause which allows
increase or decrease in rates on a one (|) day's notice by
the amount of the wholesale increase or decrease in cost
from the fuel suppliers.

Gas and 0il Rate Schedule

Metered Rate (Residential Service)

Gas: per gallon for cooking only
(May, June, July, Rugust, September)
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per gallon for heating and cooking
{January, February, Octokter, November,
March, April, December)

0il: per gallon

By:

Lonnie R. Langley

Date

NOTE: This 1s a sample of the Notice to the Public. On
each revision you are required to file a copy of the
Notice with the Commission.
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DGCKET KO. PL-|, SUB 2
BBFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Exxon ) ORDER APPROVING ISSUANCE OF
Pipeline Company for } $250 MILLION PRINCIPAL AKQUNT
Approval Before Issu-) OF EXXON PIPELINE COMPANY'S
ance of Securities ) 9% GUARANTEED 30-YEAR DEBENTURES

This cause comes before the Commission upon a Petition of
Exxon Pipeline Company (Petitioner) filed under date of
October 25, |974, wherein authority is sought to issue 250
million dollars of 9% Guaranteed Debentures due 2004, The
paynent of the principal of, premium, if any, and interest
on the Debentures is quaranteed by the Petitioner®s parent,
Exxon Corporation.

Petitioner's application was filed by attorney

J. Allen Adams

Sanford, Cannon, Adams & HcCullough
[500 BBET Building

P. 0. Box 389

Raleigh, North Carolina 27602

Based on the evidence of record herein, the records of the
Commission, and the verified representations in the
Petition, the Commission makes the following:

FINDINGS OF FACT

|- That Exxon Pipeline Company is a corporation
organized and existing under the laws of the State of
Delaware, with its principal office in HAouston, Texas and a
registered office in North Carolina at ||| Corcoran Street,
Durham County, North Carolina.

2. That Exxon owns and operates some thirteen thousand
miles of pipeline in ten states, including a substantial
amount of vhich is common carrier pipeline, and by
Certificate of Public Convenience and Necessity issued by
this Cownmission Augqgust 29, |972 (Docket No. PL-]), operates
a pipeline as a common carrier of two or more petroleun
products by pipeline for the public for compensation from
the Marine Terminal of Exxon Corporation in Hew Hanover
County, North Carolina, on the east bank of the Cape Fear
RBiver at or near the confluence of that river and the
Brunswick River, thence crossing under the Cape Fear River
and proceeding in a northern direction approximately (4%
miles to a point on the west bank of said Cape Fear River,

3. That the aforesaid {4 miles of pipeline constitutes
the sole operation of Petitioner within the State of WNorth
Carolina.
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4. As of December 3|, |973, Exxon Pipeline had net plant
in service and work under construction of about $3(7
million, and the plant in service for the North Carolina
portion of Exxon Pipeline had a book value of $3,580,7|5, or
about |% of Exxon Pipeline's plant valuation. The $250
million of 9% 30-Year Guaranteed Debentures due 2004 will be
issued by Exxon Pipeline and will be wunconditionally
guaranteed by its parent, Exxon Corp. Exxon Corp. vas
incorporated under the 1laws of the state of New Jersey in
1882 and its subsidiaries and affiliated companies operate
in the United States and more than |00 other countries,
principally in exploring for and producing crude oil and
natural gas; in petroleum and chemical manufacturing and in
transporting and selling crude oil, natural gas, petroleunm
and chemical products.

S. Exxon Pipeline Company owns a 20% undivided interest
in the Trans Alaska Pipe Line System (TAPS), which is a
proposed 800-mile, 48-inch pipe 1line presently under
construction to transfer crude oil from Alaska‘'s north slope
to a tanker terminal at the Port of valdez, Alaska.

6. That the proceeds from the sale of the Debentures
will be used to finance a part of the TAPS project and to
repay $45 million of currently outstanding short-tera debt
incurred primarily for the construction of TAPS.

7. That none of the proceeds will be used to finance any
properties of Exxon Pipeline Company located in North
Carolina, neither will any of the North Carolina properties
be pledged specifically as security for this debt. Exxon
Corporation will unconditionally guarantee the due and
punctual payment of the principal of, premium, if any, and
interest on the Debentures and the due and punctual payment
of the sinking fund payments, when and as the same shall
become due and payable, whether by declaration or otherwise.

8. That Exxon Pipeline Company has registered said
offering with the Securities Exchange Commission, copy of
said registration statement being attached to Petition as
Exhibit A, and copy of the Final Prospectus for such
offering being attached to Petition as Exhibit B.

CONCLUSIONS
From a review and study of the Petition, its supporting
data and other information in the Coammission's files, the
Commission 1is of the opinion and so concludes that the
transactions herein proposed are:

le. Por a lawful object within the corporate purposes of
the Petitioner;

2. Compatible with the public interest;

3. Necessary and appropriate for and consistent with the
proper performance by the Petitioner of its service to the
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public and will not impair dits ability to perform that
service; and

4. Reasonably necessary and appropriate for such
purpose.

ORDER

IT IS, THEREFORE, ORDERED that Exxon Pipeline Company be,
and it is hereby authorized, empowered and permitted:

|l To offer $250,000,000 of its 9% Guaranteed Debentures
due 2004, with payment of the principal of, premium, if any,
and interest on the Debentures guaranteed by Exxon
Corporation for the purposes and under the terms specified
in the Final Prospectus attached to the Petition as Exhibit
B.

2. That Exxon Pipeline company file with this
Commission, within thirty (30) days-after the consummation
of the transaction described in this Order and in the
Petition, a report setting forth the final terms of such
transaction (including the expenses of the transaction and a
calculation showing the net annual interest cost to Exxon
Pipeline Company).

ISSUED BY ORDER OF THE COMMISSION.
This the 29th day of October, [974.

NORTH CAROLINA UTILITIES COMMISSION
Ratherine K. Peele, Chief Clerk

(SEAL)
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DOCKET ®O. G6-9, SUB |3]
BEFORE THE NORTH CAROLINA UTILITIES COHMISSION

In the Matter of
Application of Piedmont Natural )
Gas Company, Inc., for Authority ) ORDER
to Adjust and Increase its Rates ) ESTABLISHING
and Charges ) RATES

HEARD IN: The Commission Hearing Room, Ruffin Building,
One HWest Morgan Street, Raleigh, North
Carolina, on Tuesday and Wednesday, October [5
and J6, [974.

BEFORE: Chairman Marvin R. FWooten, presiding, and
Commissioners Hugh A. FWells, Ben E. Roney,
Tenney I. Deane, Jr., and George T. Clark, Jr.

APPEARANCES:
For the Applicant:

Jerry W. Amos, Esquire

James T. Williams, Bsquire

Brooks, Pierce, McLendon, Humphrey & Leonard
Attorneys at Law

P. 0. Drawer U

Greensboro, North Carolina 27402

For the Intervenor:

Robert P. Gruber, and
Jerry J. Rutledge
Associate Attorneys General
Justice Building
Raleigh, HNorth Carolina
Appearing for: The Bsing and Comnsuming
Public

For the Coammission Staff:

Robert P. Page
Assistant Commission Attorney
and
E. Gregory Stott
Associate Commission Attorney
North Carolina Utilities Commission
P. O. Box 99| - Ruffin Building
Raleigh, North carolina 27602

BY THE COMMYISSION: On March |, |974, Piedmont Natural Gas
Company, Inc., (hereinafter called "Piedmont%®) filed a
petition or application with this Commission in which it
sought an increase in its rates and charges for natural gas
service, based on the test year ending December 31, [973.
The application included a request that, should the full
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general rate increase as proposed by Piedmont be suspended,
the company be allowed to place an approximately 6.5%
overall rate increase into effect immediately under an
undertaking for refund pending final determination by the
Cosrission on the application for a general rate increase.

By Order dated March 2|, {974, the Coanmission declared the
matter to be a general rate case, the proposed rates were
suspended, the general rate case was set for hearing in
October, |974, and hearing vas set for April 9, {974, on the
petition to place interim rates into effect under an
undertaking.

on April 4, |974, Notice of Intervention in this case was
filed by the Attorney General on behalf of the using and
consuring public of the State of North Carolina. The
Commission, by Order issued on April 8, |974, recognized the
intervention of the Attorney General.

on April 9, |974, the Attorney General filed a Motion to
Deny and Dismiss Piedmont's application for dinteria rate
relief. This MYotion was partially denied by a Comnmission
order issued on April |6, {974, which authorized Piedmont to
increase its rates to all customers other than residential
customers by .0638 per HCF.

In its initial oOrder suspending the proposed general rate
increase and setting the matter for hearing, the Commission
required Piedmont +to use a test year consisting of the
twelve uwmonths ending April 30, |974, rather than the
December 3], |[|973, test year used by Piedmont in its March
le 1974, filing.

on July |5, (974, Piedmont filed a Motion for leave to
amend its petition for general rate relief in order to
increase the amount of additional revenues requested, the
need for which was, according to Piedmont, discovered in the
process of updating its initial application to the April 30,
1974, test year as required by the Commission. On September
3, {974, Piedmont filed wvwith the Commission a motion to
amend its amended petition and rate schedules filed
therewith in order to give effect to a rise in the cost of
natural gas purchased from its sole pipeline supplier, for
vhich Piedmont simultaneously requested a 'tracking®
increase in Docket No. G-9, Subp |37. On September |3, (974,
the Commission isswed an Order allowing Piedmont!s motion
for leave to amend its initial application.

Oon September 3, 1974, Piedmont filed with the Coamission
its notice and undertaking, that it intended +to place the
full amount of its proposed general rate increase into
effect for all services rendered on and after October |,
1974, pursuant to the provisions of Chapter 62 which allow
such rates to become effective under an undertaking for
refund following the lapse of |80 days after the rate
increase as initially proposed would have gone into effect.
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on October |, |974, Piedmont filed a motion for leave to
further amend its amended petition. Piedmont stated that
such further amendment was necessary in order to reflect in
its proposed rate schedules the effect of yet another
increase in price of purchased gas from its pipeline
supplier and also to introduce a formula proposed by
Piedmont to allow it to track anticipated revenue gains and
losses occasioned by curtailment of its supplies of natural
gas from its pipeline supplier. The Commission, by Order
issued on October |4, |974, allowed the application to be
further amended in the ways proposed by Piedmont.

The matter came on for hearing at the time, place and date
initially set by the Commission in its Order setting hearing
issued March 2|, |974.

SUMMARY OF EVIDENCE

Mr. J. D. Pickard, President and Chief Executive Officer
of Piedmont Natural Gas Company, testified that this
proceeding is only Piedmont's second general rate case since
1959 seeking to increase rates for other than tracking
purposes; that the curtailments in natural gas supglies
which Piedmont was experiencing from Transcontinental Gas
Pipe Line Corporation (Transco), Piedmont's only pipeline
supplier, had increased drastically from 4.7% in [97] to
8.3% in 972 to [2.9% in |973 to 27% in mid 974 and to 3%
as of the date of this hearing; that the purposes for the
rate increase being sought were that while Piedmont®s fixed
and variable costs were constantly increasing, the volumes
of gas available to it for resale and recovering these costs
were constantly decreasing, and that the deepening
curtailment threatened the future existence of the company
as a viable business entity; that Piedmont needed increased
revenues in order to be able to raise capital with which to
engage in development and exploration activities outside the
Transco system which would increase the amount of natural
gas available to Piedmont for resale within the State of
North Carolina; and, that the effect on Piedmont's
industrial customers and the economy of the State of North
Carolina generally would be disastrous if Piedmont were
unable to locate and bring to North Carolina new supplies of
natural gas to replace those being 1lost through the
deepening Transco curtailment.

Mr. Everette C. Hinson, Vice President and Treasurer of
Piedmont, testified that historically the company had been
able to absorb increased costs of operation through normal
growth and expansion, but that today's inflation and
curtailment require the company to pass along its increases
in costs to its customers or suffer a decline in its
earuings per share; that in the two years since its last
general rate increase, the rate of increase in the company's
costs has been astounding; that among the most rapidly
increasing items of cost to the company are «capital costs
which have increased from 8.25% in |972 to almost |[2% in
|974; that the deepening Transco curtailment has required
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Piedmont to curtail sales to interruptible customers (from
whom Piedmont has historically been able to earn a higher
rate of return) in order that Piedmont might protect its
firm, principally residential, load (from which Piedmont has
historically earned a lower rate of return); that Piedmont
could no longer rely upon Transco or any other traditional
sources to assure its future gas supply, but rather it aust
begin and continue expensive, frustrating and painstaking
efforts to independently secure the volumes of gas which it
and its customers need; that fundamental changes in
Piedmont's rate structure vere necessary in order to accom-
modate the needs of both the company and its customers, so
that the residential 1load might earn a rate of return for
the company more in keeping with the cost of serving such
load; that the company's exhibits, other than the testimony
and exhibits of its expert witnesses, were prepared by
hinself or other company employees working under his
supervision and that such exhibits fairly, though
conservatively, reflect the results of the company's
operations during the test period; +that the companrny's
exhibits were prepared using the same methodology which wvas
used by the Commission Staff during Piedmont's last general
rate case in (972 and for that reason, there are no major
differences between the results shown in the staff exhibits
and the company's exhibits; that if the company had computed
the return on common equity using the method now utilized by
the Commission Staff, it would have shown a return on common
equity of approximately {4.[2% which is a difference of only
2/100ths of |% from the [4.|4% shown by the staff on its
exhibit; that the curtailment revenue gains and losses
tracking formula which was supplied by Piedmont as an
exhibit to 1its second amended petition will allow the
company to maintain a stable revenue-generating position by
tracking a "™margin", which is the difference between gross
revenues, less cost of gas and gross receipts taxes; that
the operations of the formula would be subject to review by
the company and the Commission every six wmonths and
appropriate adjustments, if necessary, would be made on an
across—-the-board per MCF basis; and, that if as presently
proposed, the Transco settlement plan with vcompensation"®
feature is approved by the Federal Pover Commission (FPC),
the company will in all probability be able to reduce thke
rates which it proposes to charge its customers and still
maintain its "margin" at the level desired by the companye.

Wilton L. Parr, Vice-President in charge of Morth Carolina
operations, testified that Piedmont's present rate structure
wvas drawn up during a period of and vas designed for the
sale of |00% of its contract desand volumes of gas froam
Transco, which because of curtailment, Piedmont was no
longer receiving; that the present rates had been designed
on a basis of -distinguishing between "firm" and
Rinterruptible® custoners; that "interruptiblen rate
structures were designed to be attractive to industrial
users so that the large excess of gas that the company would
have available for sale during off-peak times in the suamer
would be purchased by interruptible customers and the
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revenues received therefrcm could be used to keep the firm
price lover than it otherwise would have to be; that
Piedmont's present 24 separate rate schedules have in this
proceeding been revised so that Piedmont in the future
proposes to sell gas only under |2 rate schedules; that the
proposed rate schedules were designed using the present
reduced availability of natural gas supplies as the major
factor under consideration; that other factors considered in
designing the new rate structure were the value of service
to each class of customer, the cost of serving each class of
customer, the need to encourage conservation, conmpetitive
fuel prices and the company's revenue requirements; that the
new rate structures vere designed to dovetail with the
Commission's Order of priorities for curtailment as
contained in Docket ©No. G-]100, Sub |B8; that the new rates
charge a higher price per MCF to those customers who, being
in high priority categories, cam expect to receive gas 365
days a year and progressively lower prices to those
customers in descending order of curtailment priority
importance, because the value of the gas service being
rendered is much less to persons receiving gas only a few
days out of the year than to persons receiving gas 365 days
of the year; that a study of comparisons for alternative
energy costs reveals that, for the average residential user,
the cost of heating with natural gas is 75% of the cost of
heating with oil, 43% of the cost of leating with propane,
and only 26% of the cost of heating with electricity; that
natural gas is clearly and demonstrably the most economical
of any competing energy source for commercial and industrial
customers as well as residential; that as the amount of gas
sold to industrial custoaers decreases because of
curtailment, the amount of revenues produced by such
customers will 1likewise decrease and those lost revenues
nust be replaced by revenues from residential and other &igh
priority customers who will receive gas: that the cost of
serving residential customers is much higher than the cost
of serving commercial and industrial customers and hence,
residential customers should pay a larger portion of the
proposed rate increase than commercial and industrial
customers; that there has been no significant dincrease in
residential rates for amny purpose other than tracking of
supplier increases since [959; and that, since Piedmont's
last general rate increase in |972, the company has spent in
excess of $8,000,000.00 for the construction of an LNG plant
to meet the needs of its residential and commercial
customers. The witness concluded that in 1light of the
factors mentioned above, it was his opinion that the
proposed new rate structure was just, fair and reasonakble
for all classes of service provided by Piedmont and that
such proposed rate structure would not be unjustly dis-
crininatory or preferential as to any class of customer or
as to any customers within the several classes of customers
served by Piedmont.

Br. Richard S. Johnson, Vice President of Stone and
Webster Management Consultants, Inc., 90 Broad Street, New
York, New York, testified that his company was asked to
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assist Piedmont in designing the rates nkcessary to produce
the revennes which Piedmont determined that it would reguire
in order to raise the capital necessary to meet its expenses
and earn a fair return for its shareholders, and to prepare
a cost of service study to deternmine the approximate rate of
return which would have been earned by each of Piedmont's
classes of service had the proposed rates been in eiffect
during the test year; that, in his opanion, it was
inperative that the residential customers receive their fair
share of Piedmont's proposed general rate increase; that
following the criteria earlier discussed by Witness Parr,
his company developed a rate structure encompassing five
basic classes of service, with one or more rates within each
class of service; that the new rate schedules were designed
to tie in wvith the Conmission's order of priorities as
issued in Docket No. G-]00, Sub |8; that the design of the
new proposed' rate structure will tend to encourage
conservation to the extent that the use of pricing
techniques can achieve conservation; that conservation vas
only one of many factors considered in the rate design,
because to set rates which would maximize conservationr would
produce test year revenues far in excess of that which
Piedmont could justify based on its cost of service; that
for the twelve nonths ended April 30, }974, as adjusted,
Piedmont earned an overall rate of return of 7.96%, a rate
of return on its residential class of customers of 4.23%, a
rate of return on its commercial and general service of
11-89%, a rate of return on its high priority industrial
customers of 25.56% and a rate of retura on boiler fuel
customers of [0.44% and a rate of return on all other
custosers of 23.2|%; and that, in his opinion, the proposed
rate structure would be just, fair and reasonable for the
classes of service provided by Piedmont, and would not be
unjustly discriminatory or preferential as to any class of
customers, or as to any customers within the several classes
of customers served by Piedmont.

Mr. Eugene S. Merrill, Senior Vice President and Director
of Stone and Webster Management Consultants, Inc., testified
that he had prepared studies of the finances and capital
cost of Piedmont and the earnings requirements for that
company; that he used three (3) approaches in determining
earnings requirements, as follows: (|) relative risks or
comparative earnings approach, (2) cost of capital approach,
and (3) the investor or financial integrity apgroach; that
since its last general rate increase casa, Piedmont had sold
in the market $14,000,000,00 of 8-|/4% debentures in [972
and 4.8 million dollars of common stock in |973; that from
1972 to {974 Piedmont's senior capital ratio declined <from
73.5% to 67.2% whereas Piedmont's common equity ratio
increased from 26.5% to 32.8%; that this change in capital
structure places Piedmont in a much better position to do
the necessary financing to carry out its plans to supplement
its gas requirements as well as normal construaction
programs; that coverage of interest charges has remained
close to two times, but the percent earred on common equity
declined from |4.7% in [973 to [|.9% in the twelve-month
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period ending March 3|, |974; that earnings per share have
declined from $2.19 in (972 to $|.84 in |974; that the price
of Piedmont common stock on the market is now below book
value; that based on the facts uncovered in his introductory
study of Piedmont's financial status, he concluded that an
improvement in earnings for Piedmont is required so that
adequate coverage may be provided for interest on its debt
and dividends on preferred stock and so that the decline in
common earnings may be reversed; that during the period (972
to 974 Piedmont's overall cost of capital increased
significantly, but its overall return did not increase to
compensate for the increased cost of the capital and
Piedmont, therefore, experienced a decline in common stock
earnings; that at the conclusion of his comparative earnings
study, he determined that comparative earnings could not be
properly used to determine the cost of capital for Piedmont;
that the common equity ratio of Piedmont is quite thin for a
utility and much thinner than most of the comparison
companies which he wused; that yields on A-rated security
issues, such as Piedmont's, have increased from around 8% in
1973 to some over |0% in |974; that in his opinion the cost
of common capital for the group of seventeen (|7) comparison
natural gas distributors that he analyzed was at least |4%;
that such group of natural gas distributors had an average
common ~2quity ratio of around 39%; that since Piedmont is
capitalized much thinner than the comparison companies, its
common equity capital is obviously exposed to greater risks
to those of the comparison companies; that for Piedmont's
higher risk common capital tc earn a return commensurate
with the risk and thus compare favorably with the comparison
companies used by Mr. Merrill, Piedmont should be allowed to
earn a |5.3% return on its common equity; that the overall
cost of capital to Piedmont as of the end of the test year
is 9.68% and that, in his opinion, the cost of capital to
Piedmont Natural Gas in mid-|974 is no less than 9-3/4%;
that if the company were allowed to earn revenues sufficient
to cover its cost including a 9-3/4% cost of capital, long-
terr interest charges would be covered by 2.3 times and such
coverage would be sufficient to attract debt capital as
required by Piedmont; and that in his opinion, Piedmont is
more than justified in requesting a rate of return based on
a |5% cost of coamamon stock equity and that the requested
rate of return is eminently fair.

Mr. David F. Crotts, an Economist with the d¥orth Carolina
Attorney General's office, testified that he had prepared a
study showing the cost of equity capital to Piedmont;. that
Piedmont should be allowed to earn a rate of return on
common equity sufficient to cover the cost of such capital,
since in theory the rate of return on equity capital will be
equal to the cost of such capital; that, in his opinion, the
cost of equity capital for Piedamont is [2.3% on original
cost equity and that the cost of equity capital based on
fair value equity would depend on the Commission's
subsequent determination of the fair value rate base and the
resulting fair value capital structure; that the greater the
risk assumed by the investor, the higher expected return the
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investor would require before assuming the risk; that he
applied the discounted cash flow analysis to the data of
Piedmont as well as gas comparison companies and other
utility comparison companies in deriving an ||].8% return on
Piedmont's common stock which a reasonable 1investor would
require; that to the [[.8% he added an appropriate factor to
take into account the cost of fimancing future equity and
thereby derived his conclusion that the cost of equity
capital to Piedmoant is [2.3%; that because of the present
day inflation, the state of the economy generally and the
market aversion to public utility stocks in particular, it
is doubtful +that any return short of 20% to 25% on common
equity could bring the price of Piedmont stock back up to
book, assuming it is possible at all; that most of these
factors are outside the control of the Commission and that
it would be wunjust to the ratepayers to allow a rate of
return vhich would bring the market price of Piedmont stock
back up to book value at this time; and that, to the extent
the Commission finds a fair value rate base greater than
original cost and allows a positive rate of return on this
paper profit close to the rate of return om original cost
equity, the effects of inflation on the stockhclder will be
sorevhat mitigated.

Mr. Donald E. Daniel, an Accountant on the North Carolina
Utilities Commission Staff, testified that he had made an
exarination of the books and records of Piedmont Natural Gas
Company with a view towards determining its original caost
net investment, revenues and expenses; that Piedmont?s rate
of return on original cost net investment after staff
accounting and pro forma adjustments was 6.78 percent; that
Piedmont's return on common equity after staff accounting
and pro forma adjustments is 6.27% and after the company's
proposed rate increase, the return on common equity would be
f4.18%; that the differences between the company's
accounting exhibits and the staff's accounting exhibits were
minimal because the company used the exact procedures and
techniques employed by the staff in Piedmont's last general
rate increase case in [972; and that, in certain respects,
the adjustments made by the staff to the coopany's figures
and exhibits were favorable to the company.

Mr. Thomas M. Kiltie, an Economist in the Operations
Analysis Section of the Engineering Division of the North
Carolina Utilities Commission, testified that he had
performed a quantitative analysis of the cost of capital and
fair rate of return to Piedmont;~that in preparing such
analysis he had used the considerable ‘data supplied by the
company as well as information from numerous financial
journals and news publications; that the overall cost of
capital to Piedmont can be measured as a weighted average of
the cost of Piedmont's long-term debt, preferred stock and
common <equity, such weights being determined by their
proportions in the total capitalizatiom structure of the
company; that an authorized rate of return above the cost of
capital would allow the utility investor to earn excess or
monopoly profits through unreasonably high rates imposed
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upon the consumer, which rates would misallocate gas
resources by inhibiting efficient gas consumption and would
redistribute income from the ratepayer to the stackholder -
conversely, a return set below the cost of capital will
confiscate the property of the investor since insufficient
earnings will be reflected in declining values of egquity
shares; that there is one, and only one, return that is fair
in terms of efficient resource use and distributional
Justice and that fair return is egqual to the cost of
capital; that as of April 30, |974, the embedded cost of
$67,293,002.00 of outstanding long term debt for Piedmont
was b6.87%; that as of April 30, 1974, the embedded cost of
Piedmont preferred stock was 7.87%; that using the
discounted cash flow analysis technique, vith adjustments
for market financing costs and market pressures, the cost of
equity capital to Piedmont and, hence, the return reguired
on Piedmont's common equity investment falls in a range
between [3.75% and j4.05% with a median value of |3.9%; that
of the ten ([0) gas companies which he selected for purfgoses
of comparison with Piedmont, seven (7) of such companies
were selected by Company Witness Merrill wusing entirely
different selection «criteria; and that, based wupon his
analysis of the total cost of each component of Piedmont's
capital structure as of the end of the test year, he
concluded that the fair rate of return to be applied to
Piedmont's original cost rate base is 9.34%.

Mr. William P. ITrish, an Economist with the North Carolina
Dtilities Commission Staff, testified that he had performed
an analysis of the comparative costs of alternate fuels and
the expected effect of the rate increase in certain custoner
classes on revenues which Piedmont might expect to derive
from such rate increases; that comparative fuels, on
average, have a significantly higher cost per million BTUD by
customer class than does natural gas; that in general his
analysis of comparative costs of fuels agrees with the
analysis made by the company and the overriding conclusion
is that natural gas has a significantly loser cost per
million BTU for all customer classes; that given the
percentage increases in rates for the residential customers
(9.83%) and for commercial and general service custoumers
(approximately 1(7.05%), it can be expected that natural gas
sales to these two customer classes will ke reduced because
of the rate increase = this simply amounts to the
functioning of the law of supply and demand which states
that customers will purchase less of any given commodity at
a higher price than they would purchase at a lower price; in
terms of revenue calculations, any revenue figures arrived
at under the assumption of no reduction in sales will in
fact be higher than the revenue actually realized - thus the
revenue figures reported by the company after the progosed
rate increase would be inflated since they are computed
under the assumption of absolutely no reduction in ‘sales
brought about by the rate increases; in terms of curtailment
policy and comnservation, a significant reduction 4in sales
because of the price increases may help to alleviate
shortages in other customer classes; and that, even when
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raking the most conservative consumptions as to the
elasticity of demand, there will be some reduction in sales
and even though revenues will increase because of higher
rates, the revenues derived will not increase to the levels
reported by the company.

Based upon the verified application, the prefiled
testimony and exhibits, the amendments to testimony and oral
testimony at the hearing in this cause, which comprises the
record herein, the Commission now makes the following

FINDINGS OF FACT

l. 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 a
franchised public utility providing natural gas service in
forty-tvo (42) North Carolina communities, and is properly
before the Comnrission in this proceeding for a determination
of the justness and reasonableness of its proposed rates and
charges as regulated by the Utilities Commission under
Chapter 62 of the Gemeral Statutes of North Carolina.

2. That the increases in rates and charges proposed by
Piedmont wounld produce a total of $4,805,776.00 in
additional gross revenues.

3. That the test period set by the Commission and
utilized by all parties in this proceeding was the twelve
months ending April 30, |974.

[ Aftex accounting and pro forma adjustaoents,
Piedmont's gross operating revenues in ¥North Carolina vwere
$47,854,000 as developed by the Comnission Engineering
staff. TIts reasonable operating expenses in North Carolipa
wvere $42,303,572 (including cost of gas of $24,669,000)
consisting of operating expenses of $42,[34,482 (Company
Exhibit 8, page |, 1line 9, column 3) and interest on
customer deposits of §43,090 (Company Exhibit 8, page |,
line |{, column 3) plus Staff adjustments of $|26,000
(Daniel Exhibit |, Schedules 3-| through 3-6). The
resulting net operating income for vteturn after application
of the growth factor of |.0|04 wvas $5,608,000 (Daniel
Exhibit |, Schedule 3, line 3). A schedule of revenues and
expenses after proposed rate increase rounded to the nearest
thousand and the resulting approzimate rates of retucn
follow:



Revenues
Cost of gas

Total

Deduct other

operating expenses
Net operating income

Growth factor

(1.04%)

Net operating income

for raturn

Fixed Charges:

Interest

Preferred dividends

Total fixed charges
(line 7 4 line 8)

Balance for common
equity (line 6 -

line 9)
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Proposed After Pro-
after staff Rate posed Rate
Adjustments Increase Increase
$47,854,000 $u4,806,000 $52,660,000
24,669,000 - 24,669,000
$23,185,000 4,806,000 27,99|,000
17,635,000 2,598,00¢ 20,233,000
$ 5,550,000 $2,208,000 $ 7,758,000
58,000 o 58,000
$ 5,608,000 $2,208,000 $ 7,816,000
$ 3,461,000 - $ 3,461,000
369,000 = 369,000
$ 3,830,000 3 = $ 3,830,000

$ 1,778,000
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|{. Common equity $28,354,000 - $28,354,000

|2. Rate of return on
common equity
(line |0 < line [[) 6.27% - 14.06%

]3. Fair value equity $45,540,000 - $45,540,000

|4. Rate of return on
fair value equity
{line |0 = Line |3) 3.90% - 8.75%

|5. Original cost net
investnent $82,809,000 - $82,809,000

|6. Rate of return on
original cost net
investment
{line 6 = line |5) 6.77TH - 9.44%

|7. Fair value of
property $99,995,000 - $99,995,000

18. Rate of return on
fair value
(Line 6 = line |7) S.6]% - 7.82%

5. The ultinate difference between the accounting
treatment given to Piedmont's book figures by the company
and by the Commission Staff is so small that the Commission
feels that either the company figures or the staff figures
could be equally used without affecting Piedmont's overall
revenue requirements. For the sake of wuniformity, the
Commission herein adopts the accounting treatments in the
exhibits of the Commission Staff.

6. The Conmission finds Piedmontt's net investment as of
the end of the tést year in utility plant providing service
to the public in North Carolina to be $82,809,000, including
working capital allowance (Daniel Exhibit [, Schedule 2,
line 12). The Company has expended nearly $[8,000,000 in
capital improvements since its last general rate case, and
the bulk of such expenditures consisted of the building of
an LNG plant, which exists solely for the protection of firum
and residential customers.

7. As stated by the Commission Staff in the record at
Tr. II, pp. U42-44, and presented in Daniel Exhikit |,
Schedules 2-| and 2-2, the working capital allowance was
computed by analysis of the balance sheet and resulted in a
wvorking capital allowance of $3,00{,000. The Commission
finds this to be a reasonable working capital allowance.

8. The fair value of Piedmont's property used and useful
in providing service to the public within this state as of
the end of the test year is $99,995,089, consisting of the
fair value of plant in service of $96,994,089 (Company
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Bxhibit 4) plus the working capital allowance of $3,00[,000
determined in Finding of Pact No. 7. The fair value of
plant in service was determined by taking the fair value of
Piedmont's property as determined in its last general rate
case in April, (972, adding the original cost value of
additions since the last case and deducting the retirements
at original cost plus additional depreciation since the last
case.

9. Based upon the Commission's foregoing findings of net
income and fair value before adjustments for proposed rate
increase, the Commission finds Piedmont's rate of returm on
fair value for the test year to be 5.6[% (85,608,000 <
$99,955,089) and its rate of return on its actual common
equity investment for the test year to be 6.27% (Daniel
Exhibit |, ine 4, column e). Assuming a common equity
structure adjustment of $(7,(186,000 to allow for the
increment by which fair value as hereinabove determined
exceeds original cost net investment (see Daniel Exhibit |,
Schedule 2, 1line |2), the rate of return onm fair value
equity of $45,540,000 for the test year would be 3.90%. The
Commission finds that such rates of return on fair value,
common equity and fair valme equity are insufficient +to
allow the wutility by sound mpanagement to groduce a fair
profit to its stockholders, to maintain its facilities and
service in accordance with the reasonable requirerents of
its customers and to compete in the market for capital funds
on reasonable terms.

|0. The Commission finds that the fair rate of return for
Piedmont on the fair wvalue of its North Carolina property as
hetetofore determined is egqual to Piedmont's cost of
capital. The cost of capital is determined by calculating
the weighted average of the cost to Piedmont of its long-
term debt, preferred stock and common equity. The Company's
evidence shows an indicated cost of capital of 9.75 based on
original cost, The Staff's evidence shows an indicated cost
of capital of 9.287 - 9.390 based on original cost. The
Commission finds that the cost of capital to Piedmont, and
hence its fair rate of return is 9.44% based on original
cost, which is equal to 7.82% on fair value as heretofore
determined of $99,995,089. Hence, the fair rate of return
for Piedmont on the fair value of its North Carolina
property used and useful in rendering utility service is
7.82%. The Commission finds such rate of return to he just
and reasonable,

|{. Based wupon the Commission'’s foregoing findings of
revenues, expenses, fair value and fair rate of return,
Piedmont #¥ill require additional annual gross revenues of
$4,805,776.00 to achieve the rates of return on fair value
and common equity heretofore determined to be just and
reasonable. Such rates are sufficient to allow Piedmont by
sound management to produce a fair profit to its
stockholders, to maintain its facilities and service in
accordance with the reasonable requirements of its customers
and to compete in the market for capital funds on reasonable
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teras. such additional revenues will produce a rate of
return on the fair value of Piedrmont®s property of 7.82%
($7,816,000 = $99,995,089) and rate of return on actual
conmon equity of |4.06%, which is $3,986,000 (balance for
comnon determined in Ro. 4 above) divided by $28,354,000
(actual common equity determined in No. 4 above).

12. The comnission finds that the rates requested by
Piedmont in this docket are just and reasonable and accord-
ingly herein approves the full amount of the requested addi-
tional revenues and further approves the rate structure as
proposed by the company in order that the additional
revenues alloved in this Order will be generated upon a
schedule of rates' which are <found herein to be non-
discriminatory and just and reasonable. The sales volumes
during the test year reflect the shifting of volumes of gas
due to conservation efforts by firm customers.

|3 Since within the 1last tvo years, the actual and
projected rates of curtailment for Piedmont Katural Gas have
fluctuated wildly, the rate of curtailment from Transco has
been the most uncertain variable element in gas utility rate
making. The Commission finds that the ®"tracking" formnla
vhich the company has proposed in order to wmaintain its
pmargin (the difference between its revenues and the cost of
purchased gas plus dgross receipt .taxes) is Just and
reasonable and will be to the benefit of both the company
and its customers. To the extent that the curtailment plan
ultimately approved by the FPC for Transco in Docke't RP72-99
provides for “compensation™ to Piedmont, the tracking
provision herein approved will allow those benefits to be
floved through for the benefit of Piedmont's customers.

Based on the foregoing Findings of Fact, the Coammission
novw reaches the following

CONCLUSIORS

le Upon consideration of the record herein, it has
become apparent that Piedmont Natural Gas Company is in need
of substantial rate relief, bhaving issued a significant
anmount of debt and equity capital during the period |972 to
mid-{974 when 'interest rates and required earnings on common
stock reached an all-time high. ©Further, the company has
sustained a sharp decline in its earnings since its last
general rate case in [972.

2. In the present case, both the Applicant and the Staff
offered competent evidence of adjustaent to operating
revenues to normalize test year revenues to reflect the
abnormally warm winter temperature during the test year.
The Commission adopts the revenue figures presented by the
Staff which were based on Piedmont's total North Carolina
supply of natural gas of 42,388,308 MCF during the test
year.
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3. The Staff and the Company are in substantial
agreement concerning the final results of the Company®s need
for additional revenues. When contrasted with the overall
size of the Company's rate base and its annual revenue
requirements, the differences between the Company and the
Staff are so small as not to require separate resolution
herein; in fact, the closeness of the data filed by the
Company and the Staff can be taken as further evidence in
justification of the Company's need for additional revenue.

5, ¥e conclude that the rate relief requested herein is
just and reasonable inasmuch as, according to both Company
and Staff figures, it would do little more than restore the
Company's earnings on rate base and on common eguity to
those 1levels declared by the Commission to be just and
reasonable in Piedmont's last general rate increase case, at
which time its 1level of curtailment was less than |0%,
wvhereas at the present time it exceeds 30%.

54 We conclude that the additional revenues requested by
Piedmont will allow it to earm a rate of returm of 7.82% on
its fair value rate base, and a rate of return in the range
of ]2.5% to |4% on its original cost common egquity and a
rate of return of approximately 8.75% on its fair value
equity. These additional revenues, producing the returns
indicated above should be sufficient at the present time to
allow Piedmont by sound management to produce a fair profit
to its shareholders, to maintain its facilities and service
in accordance with the reasonahle requirements of its
customers and to compete in the market for capital fuads omn
reasonable terms.

6. The Comumission concludes that the current natural gas
supply situation will not be substantially alleviated in the
near future and that, therefore, Piedmont, as well as other
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
low priority use of natural gas and that expenditures for
such purposes will not be allowed as reasonable operating
expenses in the future until this Commission shall order
otherwise. The Commission, hovever, concludes that
educational and informational advertising practices and
prograns which educate the public as to the appropriate use
of natural gas and conservation of energy are valid and
reasonable and should not be discouragead.

7. We conclude that the curtailment "tracking®" formula
as proposed by Piedmont will justly, fairly and reasonably
allow the Company to maintain its margin based on gains aand
losses in revenues depending on the existing 1level of
curtailment 1in the future. Such a forwula will be fair and
reasonable not only to the Company, but also to its
customers in that the compensation, if any, which is paid to
Piedmont for excess curtialment will flow through to reduce
the rates required from Piedmont's customers.
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8. #e finally conclude that the rate structure as
proposed by Piedmont is just and reasonable im that it
follows closely the order of curtailment priorities
established by this Comuission in its Order in Docket No. G-
100, Sub [8. Such proposed rate structure is not unfair to
the residential customer group because the rate of return
which will be produced by the residential customers under
the proposed rate structure will not exceed the rate of
return produced by the rate structure for other customer
groups. The rates of return earned by the other classes of
customers are just and reasonable. The value of service
testimony clearly indicates that the cost of natural gas to
these customers is well below the cost of alternate sources
of energy.

9. The test year volumes reflect the conservation shift
by firm customers to interruptible, and, since the
Commnission Order herein allows a fair rate of return on such
shifted volumes, no further consideration need be given to
the interruptible surcharge proposed by Piedmont in its
original application.

IT IS, THEREFPORE, ORDERED as follows:

[ That the amended and revised tariffs and rate
schedules as finally filed by Piedmont with the Conaission
in this docket and as testified to by Company Ritnesses Parr
and Johnson be, and the same hereby are, approved and
accepted for filing pursuant to G. S. 62-|34. Such rates
have been in effect under bond since Octoker |, 974, and
they are hereby alloved to remain effective from and after
such date. The rates herein approved are those attached
hereto as Exhibit waw,

2. That the revenue collected by Piedmont under the
interim rate request approved by the Commission in its Order
of april |6, 1974, shall be retained by Piedmont for its
corporate purposes.

3. That Piedmont is hereby authorized to file a schedule
of rates reflecting changes in curtailment and effects of
compensation. Puture rate schedules to reflect the further
changes in curtailment and compensation shall be filed every
six (6) months from and after the date of the initial
filing, unless the Commission by Order shall otherwise
direct. The Company, 1in calculating its base margin for
purposes of determining the new rate schedules to be filed,
shall use the schedule of revenues and cost of gas after
proposed rate increase contained in Finding of Pact No. &
herein.

4, That Piedmont shall notify its customers concerning
the effect to them of the rate increase herein granted by
appropriate bill insert as a portion of its next regular
billing cycle.
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5. That the surcharge on interruptible gas sales volumes
proposed by Piedmont in its initial filing of March |, [974,
be, and the same is hereby, denied.

ISSUED BY ORDER OF THE COMMISSION.

This the |2th day of Deceaber, [974.

NORTH CAROLIKRA UTILITIES COMMISSIOW
Katherine M. Peele, Chief Clerk

(SEAL)
EXHIBIT "“aA®
PIEDMONT NATORAL GAS CONMPARY, INC.
§.C.U.C. TARIFF Second Revised Sheet Ko. |

RATE SCHEDULE £(0]
RESIDENTIAL SERVICE

Applicability

Gas sService under this rate schedule is available in the
area served by the Company in the State of North Carolina to
single family residential units, and governmmental housing
projects.

Rate

First 300 cu. ft. or less per month $2.00
Next 700 cu. ft. per month 2 $.28064 per hundred cu. ft.
Next |,500 cu. ft. per aonth 3 $.|9064 per hundred cu. ft.

Year Round Service

Next 2,500 cu. ft. per month

® $.15764 per hundred cu. ft.
All over 5,000 cu. ft. per month

@ $.12764 per hundred cu. ft.

Space Heating Only
Next 2,500 cu. ft. per month
@ $.18064 per hundred cu. ft.
All over 5,000 cu. ft. per month
® $.15064 per hundred cu. ft.
Space Cooling (Air Conditioning) - May through September

A1l over 2,500 cu. ft. per momnth
? $.|2064 per hundred cu. ft.
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Governmental Housing Projects

Governmental Housing Authorities purchasing gas through
master meters for redistribution without resale to their
residential tenants at $.|3564 per hundred cubic feet for
all gas. Governmental Housing Authorities purchasing gas
under this rate schedule shall provide and maintain all
facilities and equipment for the distribution and
utilization of gas beyond the outlet of the Company's meter
or meters.

Hinimom Monthly Bills

Governmental Housing Projects - $0.25 per nmonth per
residential unit connected.

All Other - $2.00 per meter per month.

Payment of Bills

Bills are net and due upon receipt. Bills become past due
|5 days after bill date.

Rate Schedule Subject to Change

The rates, terms and conditions set forth in this rate
schedule are subject to the Special Provisions on the
reverse side hereof and to change at any time and from time
to time by the Company with the approval of the Korth
carolina Utilities Commission as provided by law.

Issued by J. David Pickard, Presideht

Issued to couwply with authority granted by the

North Carolina Utilities Commissicn - Docket No.
G-9, Sub |37 Revised

Issued: August 30, |974

Effective: October |, {974

RATE SCHEDULE #]02
COMMERCIAL SERVICE

Applicabjility and Character of Service

Gas Service under this rate schedule is available in the
area served by the Company in the State of North Carolina to
all non-residential customers, including churches regularly
used for religious worship, with peak day requirements not
exceeding 50 Hcf per day. Although prolonged interruption
or curtailment of service is not anticipated, it may be
required by the Conmpany when the supply of gas to higher
priority customers is threatened.

Rate

Pirst 300 cu. ft. or less per month $2.00
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Next 700 cu. ft. per month 2 $.36064 per hundred cu. ft.
Next (9,000 cu. ft. per month @ $.2|264 per hundred cu. ft.

Year Round Service

Fext 480,000 cu. ft. per month
@ $.|4064 per hundred cu. ft.
Next 500,000 cu. ft. per month

@ $.|3564 per hundred cu. ft.
All over 1,000,000 cu. ft. per month
@ $.)1064 per hundred cu. ft.

Space Heating Only

All over 20,000 cu. ft. per month
@ $.|7564 per hundred cu. ft.

Space Cooling (Air Conditioning) May through September

All over 20,000 cu. ft. per month
® $.]2064 per hundred cu. ft

Minimum Monthly Bills

$2.00 per meter per month

Payment of Bills

Bills are net and due upon receipt. Bills become past due
|5 days after bill date.

Bate Schedule Subject to Change

The rates, terms and conditions set forth in this rate
schedule are subject to the Special Provisions on the
reverse side hereof and to change at any time and froa time
to time by the Company with the approval of the North
Carolina Dtilities Commission as provided by law.

Issued by J. David Pickard, President

Issued to comply wvith authority granted by the

North Carolina Utilities Commission - Docket No. G-9,
Sub |37 Revised

Issued: August 30, (974

Effective: October |, 974

RATE SCHEDULE #|03
GENERAL SERVICE

Applicability and Character of Service

Gas Service under this rate schedule is available in the
area served by the Company in the State of North Carolina to
all non-residential customers. All gas purchased pursuaat
to this rate schedule shall be metered separately from any
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gas purchased under any of the Company's other rate
schedules. Although prolonged imnterruption or curtailment
of service 1is not anticipated, it may be required by the
Company when the supply of gas to higher priority custoners
is threatened.

Rate
Year Round Service
First 10,000 cu. ft. or less per month $40.00
Next 40,000 cu. ft. per month
® $.15064 per hundred cu. ft.
Next 950,000 cu. ft. per month

® $.(3564 per hundred cu. ft.
All Over |,000,000 cu. ft. per month
2 $.]2064 per hundred cu. ft.

Space Heating Only

Pirst 10,000 cu., ft. or less per month $40.00
Next 990,000 cu. ft. per month

@ $.|5064 per hundred cu. ft.
All Over },000,000 cu. ft. per month

® $.14064 per hundred cu. ft.

finimonm Monthly Bills
$40.00 per meter per month

Payment of Bills

Bills are net and due upon receipt. Bills hecome past due
|5 days after bill date.

Rate Schedule Subject to Change

The rates, terms and conditions set forth in this rate
schedule are subject to the Special Provisions omn the
reverse side hereof and to change at aay time and from--time
to time by the Company with the approval of <the HNorth
Carolina Otilities Commission as provided by law.

Issued by J. David Pickard, President

Issued to comply with authority granted by the North
Carolina Utilities Commission - Docket No. G-9, Sub
]37 Revised

Issued: 2Auqust 30, |974

Effective: OQctober |, {974

RATE SCHEDULE &]04
GENERAL SERVICE - HIGH LOAD FACTOR

licability and Character of Service
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Gas Service under this rate schedule is available in the
area served by the Company in the State of North Carolina to
all non-residential customers. All gas purchased pursuant
to this rate schedule shall be metered separately from any
gas purchased under any of the Company's other rate
schedules. Although prolonged interruption or curtailment
of service is not anticipated, it may be required by the
Company wvhen the supply of gas to higher priority customers
is threatened.

Rate
Pirst 200,000 cu. ft. per month
@ $.|3564 per hundred cu. ft.
Next 800,000 cu. ft. per month

® $.12064 per hundred cu. ft.
All Over |,000,000 cu. f£t. per month
® $.(1564 per hundred cu. ft.

Minimum Monthly Bills

The minimum monthly bill shall be the greater of the
followving:

(2) 60% of the maximum monthly bill rendered during the
preceding heating season (October through April).

(8) $250.00

Payment of Bills

Bills are net and due upon receipt. Bills become past due
I5 days after bill date.

Rate Schedule Sub-ject to Change

The rates, terms and conditions set forth in this rate
schedule are subject to the Special Provisions on the
reverse side hereof and to change at any time and from tinme
to time by the Company with the approval of the North
carolina Otilities Commission as provided by law.

Issued by J. David Pickard, President

Issued to comply with authority granted by the Borth
Carolina Utilities Coamission - Docket No. G-9, Sub
137 Revised

Issued: August 30, |.974

Bffective: October {, |974

RATE SCHEDULE #]05
OUTDOOR GASLIGAT SERVICE

Applicability
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This rate schedule is available in the area served with
natural gas by the Company in the State of North Carolirpa to
customers using non-netered gas in mantle-eguipped outdoor
gas light fixtures. Service under the rate schedule is
available only to custoners receiving such service on August
e 1974,

Rate

Pirst fixture coannected $2.00 per month
Each additional fixture connected $[.50 per month

Payment of Bills

Bills are net and due upon receipt. Bills become. past due
|5 days after bill date.

Rate Schedule Subject to Change

The rates, teras and conditions set forth in this rate
schedule are subject to the Special Provisions on the
reverse side ‘hereof and to change at any time and from time
to time by the Company with the approval of the ©North
Carolina Utilities Commission as provided by law.

Issued by J. David Pickard, President

Issued to comply with authority granted by the _.Rorth
Carolina Otilities Conmmission - Docket No. G=9, Sub
137 Revised

Issued: August 30, [|974

Effective: October |, 1374

RATE SCHEDULE #|06
PROCESS GAS SERVICE

Applicability and Character of Servige

Gas Service under this rate schedule is available in the
area served by the Company in the State of North Carolina to
all non-residential customers using gas in direct flame
applications for which alternate fuels are not technically
feasible such as in applications requiring precise
temperature controls and precise flame characteristics. For
the purposes of this rate schedule propane and other gaseous
fuels shall not be considered alternate fuels. Although
prolonged interruption or curtailment of service is not
anticipated, it may be required by the Company upon one
hour's notice when the supply of gas to higher priority
customers is threatened.

Standby Puel Capability

Customers receiving service under this schedule shall have
complete standby fuel and equipment available or give a
wvritten statement to the Company that gas curtailzent,
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interruption or discontinuance will not cause undue
hardship.

Rate
First 500,000 cu. ft. per month
@ $.)4064 per hundred cu. ft.
Next 1,500,000 cu. ft. per month
@ $.13064 per hundred cu. ft.
Next 4,000,000 cu. ft. per month

@ $.11064 per hundred cu. ft.
All Over 6,000,000 cu. ft. per month
@ $.09864 per hundred cu. ft.

Should it become necessary for the Company to order
customer to discontinue using gas, all gas used by customer
after the time specified by the Company for discontinuing
service shall be billed in accordance with the rates set
forth above plus an additional charge of $2.50 per |00 cubic
feet; provided that the additional charge shall apply only
if billed by the Company.

Hinimum Monthly Bjlls

The minimum monthly bill shall be 75% of the maximum
monthly bill rendered during the preceding twelve months.

Rayment of Bills

Bills are net and due upon receipt. Bills become past due
{5 days after bill date.

Rate Schedule Subject to Change

The rates, terms and conditions set forth in this rate
schedule are subject to the Special Provisions on the
reverse side hereof and to change at any time and from time
to time by the Company with the approval of the North
Carolina Utilities Coemission as provided by law.

Issued by J. David Pickard, President

Issued to comply with authority granted by the North
Carolina Utilities Commission - Docket No. G-9, Sub
137 Revised

Issued: August 30, |974

Effective: October |, |974

RATE SCHEDULE #|07
ESSENTIAL HUNMAN NEEDS SERVICE

Applicability and Character of Service

Gas Service under this rate schedule is available in the
area served by the Company in the State of North Carolina to
hospitals, nursing homes, orphanages, water pumping and
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sewage treatment plants, prisons and schools with resident
dormitory facilities. Service is subject to interruption or
curtailment upon one hour's notice in the event the Company
determines the forecasted average temperature in the
Company's service area to be 35 degrees or lower. Although
additional interruption or curtailment of service is not
anticipated, it may be required by the Company when the
supply of gas to higher priority customers is threatened.

Alternate Fuel Capability

Customers receiving service under this schedule shall have
complete standby fuel and equipment available or give a
written statement to the Company that gas curtailment,
interruption or discontinwance will not cause undue
hardship.

Rate
First 500,000 cu. ft. per month
@ $.[2064 per hundred cu. ft.
Next 500,000 cu. ft. per month
d $.]0064 per hundred cu. ft.
Next 3,000,000 cu., ft. per month

@ $.09064 per hundred cu. ft.
All Over 4,000,000 cu. ft. per month
® $.08064 per hundred cu. ft,

A1l gas used by customer after the time specified by the
Company for discontinuing service shall be billed in
accordance with the rates set forth above plus an additiomal
charge of $2.50 per |00 cubic feet; provided that the
additional charge shall apply only if billied by the Company.

Minimum HMonthly Bills

The minimum monthly bill shall be the greater of the
following:

{A) 25% of the maximum monthly bill rendered during the
preceding twelve months.

(B) $500.00

Payment of Bills

Bills are net and due upon receipt. Bills become past due
|5 days after bill date.

Rate Schedule sSubject to Change

The rates, terms and conditions set forth in this rate
schedule are subject to the Special Provisions on the
reverse side hereof and to change at any time and from time
to time by the Company with the approval of the North
carolina Utilities Commission as provided by lav.
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Issued by J. David Pickard, President

Issued to. comply with authority granted by the KNorth
Carolina Utilities Commission -~ Docket No. G-9, Sub
137 Revised

Issued: August 30, (974

Effective: October [, |974

RATE SCHEDULE #(08
DIRECT FLANE SERVICE

Applicability and Character of Service

6as Service under this rate schedule is available in the
area served by the Company in the State of North Carolina to
all non-residential customers using gas in direct flame
applications requiring precise temperature controls or
precise flame characteristics. Gas pucchased under this
rate schedule shall not be used in bhoilers or other indirect
flame applications. Interruption or curtailment of service
vill be required by the Company upon one hour's notice when
the supply of ' gas to higher priority customers is
threatened.

Alternate Fuel Capability

Custoners receiving service under this schedule shall have
complete standby fuel and eguipment available or give a
written statement to the Company that gas curtailsent,
interruption or discontinuance will not cause undue hardship
to customer's enmployees,

Rate
First 500,000 cu. ft. per month
2 $.12564 per hundred cu. ft.
Hext 4,500,000 cu. ft. per aonth

3 $.11064 per hundred cu. ft.
All over 5,000,000 cu. ft. per month
@ $.09|64 per hundred cu. ft.

Should it become necessary for the Coapany to order
customer to discontinue using gas, all gas used by customer
after the time specified by the Company for discontinuing
service shall be billed in accordance with the rates set
forth above plus an additional charge of $2.50 per |00 cubic
feet; provided that the additiomnal charge shall apply only
if billed by the Company.

nimu® Fonthly Bills

The wminimum monthly bill shall be 75% of the vaximun
ponthly bill rendered during the preceding twelve months.

Payment of Bills
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Bills are net and due upon receipt. Bills become past due
|5 days after bill date.

Rate Schedule Subject to Change

The rates, terms and conditions set forth in this rate
schedule are subject to the Special Provisions on the
reverse side hereof and to change at any time and froa time
to time by the Company with the approval of the FHorth
Carolina Otilities Commission as provided by law.

Issued by Jd. David Pickard, President

Issued to comply with authority granted by the North
Carolina Utilities Commission - Docket Ro. G-9, Sub
| 37 Revised

Issued: August 30, {974

Bffective: October |, |974

RATE SCHEDULE #|09
INTERRUPTIBLE SERVICE

Applicability and character of Service

Gas service under this rate schedule is available in the
area served by the Company in the State of North Carolina to
non-residential custonmers vho bave interruptible gas
requirements of ap to 300 HMcfd. The Company is not
obligated to deliver specific volumes . of gas within any
given time period. Service may be interrupted or curtailed
wpon one hour's notice by the Company.

Alternate Fuel Capability

Customers receiving service under this schedule shall have
complete standby fuel and equipment available or give a
written statement to the Company that gas curtailment,
ipterruption or discontinunance will not cause undue hardship
to customer's employees.

Rate

211 cubic feet per wmonth @& $.09064 per hundred cu. ft.

211 gas used by customer after the time specified by the
Company for discontinuing service shall be billed in
accordance wWith the rates set forth above plus an additional

charge of $2.50 per |00 cubic feet; provided that the
additional charge shall apply only if billed by the Company.

Hinimum Monthly Bill
$150.00 per meter per month,

Payment of Bills
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Bills are net and due upon receipt. Bills become past due
|5 days after bill date.

Rate Schedule Subject to Change

The rates, termns and conditions set forth in this rate
schedule are subject to the Special Provisions on the
reverse side hereof and to change at any time and from time
to time by the Company with the approval of +the North
carolina Utilities Commission as provided by law.

Issued by J. David Pickard, President

Issued to comply with authority granted by the North
Carolipa Utilities Commission - Docket No. G-9, Sub
|37 Revised

Issued: August 30, |974

Effective: october |, |974

BRATE SCHEDULE #[|0
INTERRUPTIBLE SERVICE

Applicability and Character of Service

Gas Service under this rate schedule is available in the
area served with natural gas by the Company in the State of
North Carolina and is applicable to non-residential
customers vho have interruptible gas requirements of more
than 300 Mcfd, but less than |500 Mcfd. The Company is not
obligated to deliver specific volumes of gas within any
given time period. Service may be interrupted or curtailed
upon one hour's notice by the Company.

Alternate Fuel Capability

Custonrers receiving service under this schedule shall have
complete standby fuel and eguipment available or give a
vritten statement to the Company that gas curtailment,
interruption or discontinuance will not cause undue hardship
to customert's employees.

Rate

All cubic feet per nmonth @ $.08564 per hundred cu. ft.

All gas used by customer after the time specified by the
Company for discontinuing service shall be billed in
accordance vith the rates set forth above plus an additional

charge of $2.50 per |00 cubic feet; provided that the
additional charge shall apply only if billed by the Company.

Hinimum Monthly Bill
$500.00 per meter per month.

Payment of Bills
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Bills are net and due upon receipt. Bills becoae past due
IS5 days after bill date.

Rate Schedule Subject to Change

The rates, terms and conditions set forth in this rate
schedule are subject to the Special Provisions on the
reverse side hereof and to change at any time and from time
to time by the Company with +the approval of the ©WNorth
Carolina Otilities Commission as provided by law.

Issued by J. David Pickard, President

Issued to comply with authority granted by the Eorb{
Carolina Utilities Commission - Docket No. G-9, Sub
137 Revised

Xssued: August 30, [974

Bffective: oOctober |, [974

RRTE SCHEDULE #111|
INTERRUPTIBLE SERVICE

Applicability and Character of Service

Gas Service under this rate schedule is available in the
area served with natural gas by the Company in the State of
Rorth Carolina and is applicable to non-residential
customers who have interruptible gas requirements of not
less than 1500 Mcfd. The Company is not obligated to
deliver specific volumes of gas within any given time
period. Service may be interrupted or curtailed upon one
hour's notice by the Company.

Alternate Fuel Capability

Customers receiving service under this schedule shall have
complete standby fuel and equipment available or give a
vritten statement to the <Conpany ¢that gas curtailaent,
interruption or discontinuance w¥ill not cause undue hardship
to customer's employees.

Rate

All cubic feet per month @ $.077{4 per hundred cu. ft.

811 gas used by customer after the time specified by the
Company for discontinuing service shall be billed in.
accordance with the rates set forth above plus an additional

charge of $2.50 per |00 cubic feet; provided that the
additional charge shall apply only if billed by the Company.

Minipum Monthly Bill
$1,000.00 per meter per month.

Payment of Bills
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33. Between Kinston, N. C. and the junction of U. S.
Highway No. 258 and N. C. Highway No. 24 over D. S.
Highway No. 258.

34. Between Red Springs, N. C. and Lumkerton, N. C. over
N. C. Highway No. 2||.

35. Between Red Springs, N. C. and the junction of N. C.
Highway No. 7|0 and 0. S. Highway No. 50| over N. C.
Highway No. 72 to the junction of N. C. Highway No.
710, thence over N. C. Highway No. 7|0.

36. Between Elkin, N. C. and the intersection of N. C.
Highway Nc. 65 and 0. S. Highway No. 52 over N. C.
Highway No. 67 to its junction with N. C. Highway No.
65 and thence over N. C. Highway No. 65.

37. Between the junction of U. S. Highway No. 40| and N.
C. Highway No. 55 and Angier, N. C. over ©N. C.
Highway No. 55.

38. Between Zebulon, N. C. and Selma, N. C. over N. C.
Highway No. 96.

39. Between the intersection of Interstate Highway No.
95 and U. S. Highway No. 74 and W®hiteville, N. C.,
over U. S. Highway No. 74.

40. Between Jacksonville, N. C. and Wilmington, N. C.,
over U. S. Highway No. |7.
DOCKET NO. T-|38|, SUB 2
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION
In the Matter of
Carolina Crane Corporation, Route 8,

}
Box ||4, Raleigh, North Carolina 276|2- )
Application for Authority to Transport ) RECOMMENDED ORDER

Group 2, Heavy Commodities, Between ) GRANTING OPERATING
All Points and Places throughout the ) AUTHORITY

State of North Carolina )

HEARD IN: The Hearing Room of the Commission, Ruffin

Building, One West Morgan Street, Raleigh,
North Carolina, on Thursday and Friday, June 20
- 21, 1974
BEFORE: Robert F. Page, Hearing Examiner
APPEARANCES:
For the Applicant:

J. Ruffin Bailey
Bailey, Dixon, Wooten, McDonald & Fountain
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30.
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Between Chocowinity, N. C. and Vanceboro, N. C. over

U. S. Highway No. |7.

Between lLaurel Springs, N. C. and Index, N. C. over

N. C. Highway No. 88.

Between 1lenoir, N. C. and Taylorsville, N. C. over

N. C. Highway No. 90.

Between Lenoir, N. C. and Conover, N. C. over U,
Highway Ro. 32].

Between Baldwin, N. C. and Deep Gap, N. C. over U.
Highway No. 2 2{.

Between Hinston~ Salem, N. C. and Reidsville, N.
over U. S. Highway No. |58.

Se

S.

C.

Between Mooresville, N. C. and Rockwell, N. C. over

N. C. Highway No. |52.

Between Whiteville, ¥§. C. and the junction of O.
Highway No. |7 and U. S. Righway No. 74, over U.
Highway No. 74.

Between the junction of N. C. Highway No. ||| and
S. Highway No. 70 and Beulaville, N. C. over N.
Highway No. [Il-

Between Warsaw, N. C. and Wilmington, N. C. over
S. Highway No. {|7-

Between Dunn, N. C. and Clinton, N. C. over U.
Highway No. #42].

Between Clinton, N. C. and Whiteville, N. C. over
S. Highway No. 70]-

Se.
S.

U.
C.

U.

Between the intersection of N. C. Highway No. 27 and

N. C. Highway No. 705 and the intersection of N.
Highway No. 2|| and N. C. Highway No. 705 over N.
Highway No. 705.

Between Eastwood, N. C. and Hest End, N. C. over
C. Highway Ko. 73.

Between the Jjunction of N. C. Highway No. 73 and
C. Highway No. 27 and the intersection of U.
Highway No. 29 and N. C. Highway No. 73 over N.
Righway No. 73.

Between Kinston, N. C. and the junction of U.
Highway No. {7 and N. C. Highway No. 55 over N.
Highway No. 55.

C.
C.

S.
C.



298

9.

12.

HMOTORK TROCKS

Between Arrowood Industrial Park, #Mecklenburg County,
N. C. and the junction of Interstate Highway No. 77
and N. C. Highway No. 89, in Surry County, over
Interstate Highway No. 77.

Betwveen Greensboro, N. C. and Durham, N.'C. over
Interstate Highway No. 85.

Between Durham, N. C. and Raleigh, N. C. over
Interstate Highwvay No. 40.

Between Rinston-Salem, d¥. C. and Conover, N. C. over
Interstate Highway No. 40.

Betwean Rowland, N. C. and Rocky Hount, N. C. over
Interstate Highway No. 95 with the right to traverse
0. S. Highway No. 30| Letween Kenly, N. C. and
Wilson, N. C. where Interstate Highway No. 95 has not
been completed.

From Norwood, N. C. over U. S. Highway No. 52 to its
intersection with N. C. Highway No. 73|, thence over
N. C. Highway No. 73| to Mount Gilead, N. C. and
return over the same route.

From Mount Gilead, N. C. over N. C. Highway No. 73 to
its intersection with U. S. Highway No. 220 and
return over the same route.

From Norwood, N. C. over 8. S. Highway No. 52 to its
junction with U. S. Highway No. 74 and return over
the same route.

Between the junction of U. S. Highway No. 30] and U.
S. Highway No. |3 and the junction of O. S. Highway
No. |3 and U. S. Highway No. ||7 over U. S. Highvay
No. [3.

From Greenville, N. C. over N. C. Highway No. 30 to
its junction with N. C. Highway No. 33, thence over
N. C. Highway No. 33 to Washington, N. C. and return
over the same route.

Between Kinston, . C. and KWilson, N. C. over N. C.
Highway No. 58.

Betveen the Jjunction of N. C. Highvay No. 42 and U.
S. Highway No. 42| and Fugquay Varina, N. C. over N.
C. Highway No. 42.

Betwean Concord, N. C. and Monroe, N. C. over U. S.
Highway No. 60].

Between Greenville, N. C. and Bethel, N. C. over U.
S. Highway No. |3.
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IT 1S, THEREFORE, ORDERED

{. That Burris Express, Inc., be, and it is hereby,
granted additional operating authority in accordance with
Exhibit A hereto attached and that Certificate C=-3 bhe
amended accordingly.

/

2. That the Applicant be, and it is hereby, authorized
to file with the Interstate Commerce Commission a copy of
this order as evidence for a certificate of registration in
accordance with the provisions of Section 206 (a) (6) of the
Interstate Commerce Act, as amended [49USCA306(a) (6) ],
relating to registration of state motor carrier
certificates.

3. That Burris Express, Inc., comply with all applicable
rules and requlations of the North Carolina Utilities
Commission and commence operations under the authority
granted in Bxhibit A not later tham thirty (30) days from
the date of this order.

ISSUED BY ORDER OF THE COM¥MISSION.
This the [7th day of April, |974.

NORTH CAROLINA UTILITIES CONNISSION
Katherine M. Peele, Chief Clerk

{SEAL)
Docket No. T-68{, Burris Bxfpress, Inc.
Sub 4} |02h Second Street

P. O. Drawer 700
Albemarle, North Carolina

Regular Route Common Carrxier Authority
EXHIBIT A
Transportation of general conmodities, except those
requiring special eqguipment, for operating convenience only
with no service at any intermediate point thereon over the
following routes:
Commodity and Territory Description:
Group |, General Commodities, over the following routes:
|- Between the junction of Scotland County Road No.
420 and U. S. Highway No. 40) and Raeford, N. C.
over U. S. Highway No. 40].

2. Between Charlotte, N. C. and Greensboro, N. C. over
Interstate Highway No. 85.
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convenience and necessity in any future case concerning
said routes.™

4. Burris Express, Inc., has, over a period of several
years, experienced operating losses and has been forced to
take advantage of every possikle means of economizing and
better utilizing its equipment so as to avoid reflecting
deficits or operating losses.

5. Burris Express, Inc., serves a vital need to the
shippers and receivers of freight in North Carolina, both in
interstate and in intrastate commerce; and the fproposed
service set forth in this application will enable it to
reduce operating expenses to improve its service and to
operate under safer conditions without adversely affecting
the use of the highways or the operations c¢f other
certificated carriers.

6. There is a public n=2e€d for the improved service which
the proposed 40 routes will enakle Burris to render in
addition to the other existing, authorized transportation
service, both in interstate and in intrastate commerce; and
the granting of this application is in the puklic interest.

7. Public convenience and necessity require the proposed
service in intrastate commerce in Ncrth Carolina and in
interstate and foreign commerce, within limits, which do not
exceed the scope of the proposed intrastate operations.

8. Burris is fit, willing and able, financially and
otherwise, to perform properly the proposed service.

CONCLUSICNS

Burris has carried the burden cf proof, as required by G.
S. 62-262(e), that public convenience and necessity requires
the granting of the proposed service in addition to existing
authorized service and that the Applicant is fit, willing
and able to perform the proposed service, that the same will
not result in any unfair or unreasonable competitive
advantage over other carriers and that the proposed service
will permit economies, will cause the moving of freight more
expeditiously and more safely over the fproposed routes than
over the present routes, and will permit Burris to affect
economies which would result in more favorakle operating
ratios. The prorosed routes are safer, more direct and
should result in improved service. Burris, in keeping with
its representations in its application, should not be
permitted to provide transportation service at any point on
the proposed routes which it is not already authorized to
serve; and the granting of the authority set out in this
application shall in no way be construed as granting
anything other than the right to operate for convenience
over said routes; and the operation over said routes,
pursuant to this order, shall not okviate the necessity for
the proving of public convenience and necessity in any
future case concerning points alcng said routes.
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transportation equipment and will enable Burris Express,
Inc., to improve its service to its customers. He further
testified that these routes would benefit Burris and the
shippers without adversely affecting other certificated
carriers and would reflect substantial savings to the
carrier, which savings are essential to the preservation of
Burris Express, Inc.'s transportation system and that the
same would be an improved public service within the area,
both in intrastate and interstate coumerce.

He further testified that in many cases, except for the
fact that this carrier holds authority from the Interstate
Commerce Comnission under a certificate of registration,
many of the routes would be authorized as alternate routes
pursuant to the rules and regulaticns of the Interstate
Commerce Comnmission and that interstate shipments are
transported along with intrastate shipments at a ratio of
close to 50/50 in all cases; that the interstate shipments
could move wore economically and expeditiously and more
safely over the proposed routes, both with resgect to the
line-haul movements and peddle runs.

Based upon testimony, exhibits, and the evidence adduced
at the hearing, the Commission makes the following

FINDINGS OF FACT

|« Burris is a duly created and existing corporation,
which holds extensive North Carclira intrastate operating
authority under CcCertificate C-3 as a regular route common
carrier of general commodities.

2. Burris Express, Inc., 1is the holder of Interstate
Common Carrier Certificate No. H¥C-{{3067 and is a @motor
carrier operating solely within the koundaries of the State
.of North Carolina, and filed this application with
appropriate notice to be published and which was published
in the Federal Register pursuant to Section 206 (a) (6) of the
Interstate Commerce Act, with said notice being published on
March 6, |974.

3. As a result of the notice in the calendars of
hearings from the North Carolina Utilities Conmmission and in
the Pederal Register, two protests were £filed — one by
Morven Freight Lines, Incorporated, Box 47|, Morven, North
Carolina; and ome by Dixie TIrucking Company, Inc., Post
Office Box 3553, cCharlotte, North Carolina - which said
protests were withdrawn on behalf of these protestants, with
the understanding and stipulation that +this order would
include a provision as follows:

WThe granting of the above authority shall in no way be
construed as granting anything other than the =right to
operate for convenience over said routes; and the
operation over said 'routes, pursuant to this order, shall
not obviate the necessity for the proving of public
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BY THE COMMISSION: Burris Exgress, Inc., filed
application on February ||, |974, for authority for the
transportation of Group ls General Commodities in

Intrastate, Interstate and Foreign Commerce, for operating
convenience only, with no service at the intermediate points
thereon except as otherwise authorized, over the routes,
forty (40) in number, as set out in Exhibit A attached
hereto.

In addition to the application before the North Carolina
Utilities Commission and as a part of said application, the
Applicant also seeks corresponding authority leading to a
certificate of registratior to conduct operations in
interstate or foreign commerce under Section 206(a) (6) of
the Interstate Commerce Act. Notice of said application was
published in Calendar of Hearings issued February |5, |974,
with correction in a Supplemental Calendar of Hearings
issued February 1|5, (974; and notice dated March |, [974,
covering the application <for authority 1leading to the
certificate of registration in interstate or foreign
commerce under Section 206 (a) (6) of the Interstate Commerce
Act was published in the Federal Register on March 6, |974.
Thereafter, protests were filed with the Commission by #r.
H. P. Taylor, Jr., Attorney at Law, Wadesboro, HNorth
Carolina, for and on behalf cf Morven Freight Lines,
Incorporated, and Dixie Trucking Company, Inc.; and by order
dated March 27, |974, order was issued allowing the protests
and motions for intervention.

At the call of the hearing, the parties who had .heretofore
filed protests and had been made parties protestants did not
appear and, in fact, a letter was received in evidence which
indicated that, in lieu of a stipulation for a provision to
be incorporated in the Order of this Commission, their
protests were withdrawn.

Mr. Carl Leslie testified on behalf of Burris Express,
Inc., stating that he is Vice President, Traffic and Claiums,
of Burris Express, Inc.; that as such he is responsible for
the application before the Commission at this time; that the
purpose of the application is to seek authority from the
North Carolima Utilities Conmission to serve over the 40
routes in order to utilize interstate highways in lieu of
other highways in some instances, and to utilize short
routes between points which they already are authorized to
serve, and, in all cases, in order to affect economies which
would contribute to safer operation and which would amount
to considerable savings in time and in mileage, as well as
afford the carrier to better serve its customers and provide
more economical utilization of its equipment; that without
reciting all of the evidence in this order, it is suffice to
say that all of the routes provide a safer route, shorter
route and afford the better utilization of the equipment of
the Applicant in its effort to service the shippers and
receivers of freight within its territory omn a continuing
and improved type service, and each of these <routes are
considered safer and more economical for the operation of
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DOCKET NO. T-404,

SUB 4 Barnes Truck Line, Inc. c-29
DOCKET RO. T-—-48],
SUB {0 Pitt County Transportation
Company, Inc. c-389

Irregular Route Common Carrier Authority
EXHIBIT B
Transportation of Group 2|, viz: Lanmninated Modular Panels,
from Tarboro, North Carolina, to all points and places in
North Carolina.
DOCKET NO. T-68|, SUB 4]
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
application of Burris Express, Inc., for

)
Authority to Transport General commodities, ) ORDER
Except Those Requiring Special Equipment, ) GRANTING
over Certain Specified Routes, for Opera- ) ADDITIONAL
ting Convenience Only and Rith Nc Service ) OPERATING
at Intermediate Points ) AUTHORITY
HEARD IN: The Commission Hearing Room, Ruffin Building,
Raleigh, North carolina, on Tuesday, April 2,
1974
BEFORE: Chairwan Marvin R. Wooten and Commissioners

Hugh A. Wells (presiding) and Ben E. Roney
APPEARANCES:
For the Applicant:

J. Ruffin Bailey, and

Ralph McDonald

Bailey, Dixon, Wooten, McDonald & Fountain
Attorneys at Law

P. 0. Box 2246

Raleigh, North Carolina 27602

For the Protestants:
None
For the Commission Staff:
E. Gregory Stott
Associate Commission Attorney
North Carolina Utilities Commission

P. 0. Box 99| - Ruffin Building
Raleigh, North carolina 27602
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3. That there is a need for the transportation of Group
2| - Laminated modular panels from Tarboro, North Carolina,
to points and places in North Carolina.

4. That public convenience and necessity requires the
services applied for in addition to existing authorized
transportat.on services.

5. That the Applicants, and each of them, are fit,
willing and able, financially and otherwise, to properly
perform the proposed services on a continuing basis.

Based wupon the foreqoing Findings of Fact, the Commission
reaches the following

CONCLUSIONS

That the Applicants, and each of them, are experienced and
well gqualified to provide the transportation services
applied for in the consolidated dockets herein; that there
is a need for such services; that it is in the public
interest to grant the applications herein; and that the
public convenience and necessity will be served by the
granting of the authorities requested in the dockets herein,
and in each of then.

ORDER
IT IS, THEREFORE, ORDERED:

(I1) That the applications by Barnes Truck Line, Inc. and
Pitt County Transportation Company, Inc., be, and the same
are hereby, granted.

(2) That the certificates of Barnes Truck Line, Inc. and
Pitt County Transportation Company, Inc., be, and the same
are hereby, amended to include the authority as more
particularly described in Exhibit B attached hereto and made
a part hereof.

(3) That the Applicants, and each of them, shall
appropriately and promptly file with the Commission tariff
schedules of rates and charges pursuant to the authorities
herein granted and begin operations under said authorities
herein involved within a period of sixty (60) days from the
date of this crder and otherwise comply with the
Commission's Rules and Regulations prior to commencing
operations as herein authorized.

ISSUED BY ORDER OF THE COMMISSION.
This the 2nd day of Augqust, [974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)
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truckloads would move to points in North Carolina as the
Tarboro plant had very little holding or storage capacity,
and that several carriers would be required to meet bhis
company's transportation needs.

He further testified that his company has previously
utilized the services of the Applicants involved in this
proceeding and desires their services from the Tarboro
plant, and that his company, Pormica, was not solicited by
either Protestant herein involved prior to the filing of the
applications now before the Commission, but was contacted by
Mr. Everette, Everette Truck Line, Inc., on April 22, |[974.

Mr. Hoodraw Everette, Everette Truck Line, Inc.,
Protestant, offered testimony and exhibits tending to show
that his company is authorized to transport the involved
commodity from Tarboro, North Carolina, to all points in
North Carolina; that his equipment list reflects 34 tractors
and 5| trailers, 38 of which are flatbeds suitable for the
transportation of the involved traffic; that Mr. Cecil W.
Bradley, his Traffic Manager, contacted officials of Formica
on April 22 and 25, (974, and solicited traffic from the new
Tarboro plant, and that he had flatbed eguipment idle.

On cross—-examination, H#Hr. Everette responded that his
company specializes in truckload movements; that his company
has several applications pending before the Interstate
Connerce Commission to serve Weyerhaeuser and that the
traffic for said company would require flatbed trailers, and
that his company was, as of May 9, 1974, leasing flatbed
trailers from Pitt County Transportation Company, Inc.

J. D. BHBcCotter, 1Inc., did not present a witness, but
through Counsel, requested that its equipment 1list and
annual reports be incorporated in the record by reference.

Parties herein requested and were permitted to file briefs
in this matter.

Opon consideration of +the applications, the evidence
presented, the briefs as filed, +the Commission's records,
and the matter as a whole, the Commission is of the .opinion
and finds the following

FINDINGS OF FACT

|« That the Applicants are each experienced cammon
carriers in intrastate commerce in North Carolina, holding
Common Carrier Certificates issued by this Commission as
follows:

Barnes Truck Line, Inc. - C-29
Pitt County Transportation Company, Inc. - C-389

2. That each of the Applicants have or can acquire
sufficient terminal and transportation equipment +to render
service as applied for.



290 MOTOR TRUCKS

As requésted by Attorney for Applicants in his letter
dated March 22, |974, the two applications as hereinabove
described were consolidated for hearing.

The Applicants offered the testimony of three witnesses,
¥r. C. T. Harris, Traffic Manager, Barnes Truck Line, Inc.;
Mr. Thomas S. Wainwright, Vice President, Pitt County
Transportation Company, Inc., and Mr. James H. Gordon,
Traffic MWanager, Formica Corporation, in support of their
applicationms.

The Protestants offered one witness, Mr. Woodrow Everette,
President, Everette Truck Line, Inc., with +the equipment
list and annual reports of J. D. McCotter, Inc., as filed
with the cCommission, being offered im the record by
reference.

Mr. C. T. Harris, Barnes Truck Line, Inc., and Mx. Thomas
E. Wainwright, Pitt County Transportation Company, Inc.,
offered testimony and exhibits tending to show their
respective company's operating authority, equipment used and
financial condition. Each of these witnesses testified
regarding their experience as carriers; the 1location of
their +terminals near Tarboro, the plant site from which the
involved commodity will be shipped; their ability and desire
to serve the involved shipper and their fleet of flatbed
equipment suitable for the transportation thereof.

dr. James H. Gordon, Traffic Manager, Formica Corporation,
shipper, offered testimony and exhibits in support of both
applications herein involved. His testimony reflected that
his company's new plant, under construction at Tarboro,
North Carolina, would process and market laminated modular
panels, composed of fibreboard, laminated with a (/|6 inch
finishing for use on verticle surfaces; that fibreboard is
otherwise known as particleboard or flakeboard, and that the
plant is scheduled for completion during July, {974, and
that it would reach full production in September or October,
1974,

He further testified that all outbound shipments would be
by requlated motor common carriers; that shipper projects it
will ship 330 truckloads in |975 and 500 truckloads in [976
to North Carolina points; that shipments would be on a 6-
day-a-week basis, with small shipments tkeing consolidated as
much as possible for economy; that the traffic would involve
multiple dropoffs to points in North Carolina, and at points
in South carolina, Tennessee and Virginia; that many of the
shipments would be 1less—than-truckload and his company
desired carriers with authority to handle both intrastate
and interstate traffic.

His testimony further reflected that his company would be
shipping to various North Carolina points covering all areas
of the State; that flatbed trailers are the type that would
he required for the transportation of the involved
comnodity; that there would be days when as many as temn (|0)
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HEARD IN: Commission Hearing Roon, Raleigh, North
Carolina, on May 9, [|974.

BEFORE: Chairman Marvin R. Hooten, Presiding,
Connmissioners Ben E. Roney and Tenney I. Deane,
Jre.

APPEARANCES:

For the Applicants:

Mr. Ralph McDonald, Esquire

Bailey, Dixon, Wooten, McDonald and Pountain

Attorneys at Law

P. 0. Box 2246

Raleigh, North Carolina 27602

Appearing for: Barnes Truck Line, Inc.

Pitt County Transportation
Company, Inc.

For the Protestants:

Mr. Vaughan S. Winborne, Esquire
Attorney and Counselor at Law
1108 Capital Club Building
Raleigh, North Carolina 2760]
Appearing for: Everette Truck Line, Inc.
J. D. McCotter, Inc.

WOOTEN, CHAIRMAN: By applications filed with the
Commission on #arch 22, |974, in Docket No. T-404, Sub 4, by
Barnes Truck Lines, Inc., 506 Mayo Street, P. 0. Box 999,
Wilson, North Carolina 27893 (Applicant), and Docket No. T-
48|, Sub {0, by Pitt County Transportation Company, Inc.,
Highway 258 South, P. 0. Box 207, Farmville, North Carolina
27828 (Applicant), through and by their counsel, Mr. J.
Ruffin Bailey and M¥r. Ralph McDonald, Bailey, Dixon, Wooten,
McDonald and Fountain, Raleigh, North Carolina, Applicants
seek authority to transport Group 2|, Other Specific
Commodities, viz: Laninated mnodular panels from Tarhboro,
North Carolina, to all points and places in North Carolina.

Each of these dockets were noticed in the April 4, (974,
Commission's Calendar of Hearings. said notices gave a
description of the authority applied for and set the
applications for hearing on May 9, (974, at the place
captioned.

Protests were timely filed to the applications by Everette
Truck Line, Inc., Washington, North Carolina, and J. D.
McCotter, Inc., Washington, North Carolina, through and by
their Counsel, Mr. Vaughan S. FWinborne, Counsellor and
Attorney at Law, Raleigh, North Carolina, and the
Commission, by its orders in the captioned dockets dated Nay
7 and 8, |974, allowed the protests by Everette Truck Line,
Inc., and J. D. McCotter, Inc.
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CONCLUSICNS

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
for these services in the requested counties. This
testimony was only corroborated by one witness from the
Wilmington, North Carolina, area.

The Hearing Commissioner is of the opinion that the
Applicant has failed to carry the burden of proof of showing
that public convenience and necessity require the proposed
service in addition to existing authorized service in the
counties requested by the Applicant as required by G. S. 62-
62 and North Carolina Utilities Commission Rules and
Requlations R2-|5 and, therefore, the application for
authority tc transport Group 2|, Mobile Homes, in the
Counties of New Hanover, Brunswick, Pender, Columbus,
Bladen, Duplin, Onslow, Sampscn, North Carolina, as
requested in the application, should be denied.

IT IS, THEREFORE, ORDERED

That the application filed by Virgil K. Painter, d/b/a
Painter Mobile Homes, Route 3, Box 209A, Wilmington, North
Carolina 2840, for irregular route common carrier authority
to transport Group 2|, Mobile Homes, to and from New
Hanover, Brunswick, Pender Counties, North Carolina, from
points and places in New Hanover, Brunswick, Pender
Counties, North Carolina, to points and places in Columbus,
Bladen, Duplin, Onslow, Sampson Counties, North Carolina,
be, and is hereby, denied.

ISSUED BY ORDER OF THE COMMISSICN.
This the |8th day of January, (974.

NORTH CARCLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. T-404, SUB 4
DOCKET NO. T-48}, SUB |0

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Barnes Truck Line, Inc., and Pitt County )
Transportation Company, Inc. - Applications ) ORDER
For Authority to Transport Group 2|, Lami- ) GRANTING
nated Modular Panels, From Tarboro, North ) APPLICATIONS
Carolina to all Points and Places in North )
Carolina. )
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Protestants offered the testimony of Allen Hughes, Sales
Representative and Assistant District Hanager for Morgan
Drive Away. Mr. Hughes testified +that his confpany is
certificated to haul mobile homes in the counties that the
Applicant has requested the certificate of public
convenience and necessity. He further testified that he has
had difficulty obtaining enough moving business to keep his
drivers busy in this area and that granting of this
certificate would cause a financial burden on Morgan Drive
Away. Mr. Hughes stated that he is actively soliciting the
mnobile home transportation business in this area, would
welcome any additional business and would be more than
willing to serve people in the counties that Painter Mobile
Homes has requested authority to serxve. Mr. Hughes was
cross—examined by the Staff Attorney. At the close of
Morgan Drive Away's evidence, Attcrney for Morgan Drive Away
renewed his motion to dismiss on the grounds that Applicant
had not carried the burden of proof in proving a public need
for the proposed service in the counties that Applicant has
requested authority to serve. This motion was also taken
under advisenent.

Transit Homes introduced testimony of Forrest L. Strange,
District Hanager of Transit Homes, Inc. Mr. Strange
testified that Transit Homes, Inc., has authority to operate
in North Carolina, has terminals in this area in the Towns
of Fayetteville, Goldsboro, and Jacksonville. He testified
that they advertise in the local directory and actively
solicit mobile home moving business.

Edmond W. Clemmons, d/bs/a Clem's Mobile Home Repair
Service, testified +that his certificate covers all the
counties +that Applicant has requested in his application to
serve. He further testified that he has recently purchased
a new truck that will enable him to haul any size trailer
and thereby enable him to better serve the area in which he
has authority to operate. With this testimony Protestants
closed their case.

Filing of briefs was waived by all parties involved.

Based on the testimony offered, the evidence adduced, and
the exhibits herein, the Hearing Conmissioner makes the
following

FINDINGS OF FACT

l. That the Applicant is £fit, willing, and able to
perform the proposed service.

2. That the Applicant is financially able and otherwise
qualified to furnish adequate service on a continuing basis.

3. That Applicant has not carried the burden of proof in
showing the public convenience and necessity requires the
proposed service in addition to existing awthorized
transportation service as required by G. S. 62-62.
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For the Commission Staffs

E. Gregory Stott

Associate Commission Attorney

North Carolina Utilities Commission
P. 0. Box 99| - Ruffin Building
Raleigh, North Carolina

WOOTEN, HEARING COMMISSIONER: By application filed with
the Commission on October (|, {973, Virgil K. Painter, d/b/a
Painter Mobile Homes, seeks irregular route common carrier
authority to engage in the +transportation of Group 2§,
tiobile Homes, from points and places to and from New
Hanover, Brunswick, Pender Counties, North Carolina; fron
points and places in New Hanover, Brunswick, Pender
Counties, North Carolina, to points and places in Columbus,
Bladen, Duplin, Onslow, and Sampson Counties, North
Carolina.

Notice of said application along with time and place of
the hearing together with a brief description of thz
authority sought was published in the Commission's Calendar
of Hearings issued October 23, |973. Protests thereto were
timely filed by Transit Homes, Inc., P. 0. Box [628,
Greenville, South Carolina, Morgan Drive Away, Inc., 2800
West Lexington Avenue, Elkhart, Indiana, and Edmond W.
Clenmons, d/b/a Clem's Mobile Home Repair Service, 2702 Dare
Street, Wilmington, North Carolina 2840].

The Applicant, Virgil K. Painter, testified that he is
ready, willing, and financially able to transport mobile
homes in the requested service area. He further testified
that there seems to be some need in these counties for
additional mobile home noving services. Applicant testified
that he knows of some mnobile home brokers who have had
difficulty in procuring trucks to get their mobile homes
moved. Protestants waived cross—exanination of the
Applicant.

Mr. L. E. Burchette testified that he is a mobile hone
dealer in Wilmington, North Carolina; and that he dis
familiar with the needs of mobile hcme dealers in this area.
Mr. Burchette testified that he has had some difficulty
procuring mobile home movers to move his larger mobile
homes. He further testified that he thinks Painter Hobile
Homes 1is a reliable mover and that his rates are just and
reasonable. On cross-examination, Mr. Burchette testified
that he did not mind using the other carriers in this area
if they would provide him with the necessary services. This
testimony concluded the case for the Applicant.

At this Jjuncture, the Protestants joined in a Motion to
Dismiss on the grounds that the Applicant had failed to
carry the burden of proof of showing a public need for these
requested services., This motion was taken under advisement.
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DOCKET NO. T-|678
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Virgil K. Painter, d/bs/a Painter Hobile )
Homes, Route 3, Box 2093, Wilmington, )
North Carolina 2840| - Application for )
Group 2}, Mobile Homes, from Points and )
Places to and from New Hanover, Eruns- )
wick, Pender Counties, North Caroclina; ) RECOMMENDED
from Points and Places in New Banover, ) ORDER
Brunswick, Pender Counties, North )
carolina, to Points and Places in )
Columbus, Bladen, Duplin, Onslow, )
Sampson Counties, North Carolina )

HEARD INg: The Compission Hearing Room, Ruffin Building,
Raleigh, North Carolina, omn January 4, [|974,
at ||:30 a.m.

BEFORE: Chairman Marvin R. Wooten, Hearing
Commissioner

APPEARANCES:
For the Applicant:
None
For the Protestants:

Edmond W. Clemmons
Clem's Mobile Home Repair Service
2702 Dare Street
Hilmington, North Carolina 2840|
Appearing For: Clen's HMobile Home
Repair Service

Thomas Harrington

Harrington & Stultz

Attorneys at Law

Box 535

Eden, North Carolina 27288

Appearing For: Morgan Drive Away, Inc.

2800 West Lexington
. Avenue
Elkhart, Indiana

Garland B. Daniel

Attorney at Law

{106 Capital Club Building

Raleigh, North Carolina

Appearing Por: Transit Homes, Inc.
P. 0. Box |628
Greenville, South
Carolina
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this case was held in Charlotte during the height of the
energy crisis. The need for a strong and responsible public
transportation syst2m was brought home with compelling
force. The Commission reluctantly grants the |0 cents
increase in the adult fare and in adult tickets from 7 for
$2.00 to S for $2.00 1in recognition of the company's
deteriorating financial condition, and with the expectation
that the company will take immediate steps to significantly
improve the 1level of service, especially in those areas
testified to by the public witnesses. The Commission
invites and enjoins the City of Charlotte to fulfill its
responsibility by ensuring that the service of the company
will be responsive to the needs of the people of Charlotte.

IT IS, THEREFORE, ORDERED as follows:

|- That the proposed tariff filing of Charlotte City
Coach Lines, Inc., Local Passenger Tariff No. |-D, N.C.U.C.
No. |0, scheduled to bacome effective on February 8, {974,
be, and it is, hereby disallowed, except the charter coach
provisions named therein, and that an appropriate tariff
schedule be issued immediately to <cancel the proposed
Charlotte City Coach Lines, Inc., Local Passenger Tariff No.
|-D. N.C.U.C. No. |0, in its entirety.

2. That the Responda2nt Charlotte City Coach Lines, Inc.,
be, and the same 1is, hereby authorized to publish an
appropriate tariff schedule providing for increases in its
adult tickets from 7 for $2.00 to S for $2.00 and in its
one-vay adult fares by ten (10) cents for each one-way adult
fare over those one-way adult fares contained in the present
Charlotte City Coach Lines, Inc., Local Passenger Tariff |-
C, N.C.U.C. No. 9, and bring forward its charter coach
rates, charges, and provisions which were allowed to becoame
effective in its Tariff No. |-D, N.C.U.C. No. |O.

3. That increases as otherwvise sought in this
proceeding, by Respondent, in addition to those hereinabove
granted, are hereby denied.

4, That the publication authorized hereby may be made on
ten (|0) days' notice to the Comamission and to the public,
but shall otherwise comply with the rules and regulations of
this Commission governing the publication, posting and
filing of tariff schedules.

ISSUED BY ORDER OF THE COMMISSION.

This the |6th day of april, |974.

NORTH CAROLINA UTILITIES COMMISSION
Anne L. Olive, Deputy Clerk

(SEAL)
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evidence and exhibits, projects that the company's proposed
fare increases will result in approxzimately $663,000
additional revenues during 1974, and in an operating ratio
of 88%. The differences between the company*s projections
and the Staff's projections are primarily que to the use of
a different diminution factor to measure the impact of the
proposed fare increase upon the decline in the number of
passengers carried. OUsing its diminution factor, the
company projects that it will lose 835,000 passengers in
1974 as a result of the adult and adult transfer increases.
Using its diminution factor, the Commission Staff projects
that the Company will lose only 330,67| passengers in |[974
as a result of the proposed fare increases. The difference
between the company's projection of passenger loss and the
Sstaff's projection is 500,000 passengers. The diminution
factor used by the company was developed in the late |S940's
from the operating experience of intracity passenger
carriers throughout the country. The diminution factor used
by ¢the sStaff was computed from the actual passenger-1loss
experience of Charlotte City Coach Lines imn the year
following its last fare increase in |970. The Commission
accepts the diminution factor developed by the Staff.

The Conmission approves an increase in adult single fares
from 30 cents to 40 cents and the adult tickets from 7 for
$2.00 to 5 for $2.00. Using the diminution factor developed
by the staff, the Commission finds and concludes that the
company should realize increased gross operating revenues
during {974 of approximately $500,000, and an operating
ratio of approximately 93%. The Commission finds this fare
increase to be just, reasonable, and compensatory +to the
company.

The Commission is concerned over the quality of service
that Charlotte City Coach Lines provides to its passengers.
The large turnout of public witnesses in Charlotte, during a
day of inclement weather, demonstrated the interest that the
citizens of Charlotte have in the service of the company.
Hitnesses from all walks of life testified to the probleams
they encountered 1in using the company's buses: unreliable
service; lack of schedules; rudeness by the drivers; dirty
buses; failure of drivers +to complete routes. Under the
lavs of North Carolina, jurisdiction over the operation of
Charlotte City Coach Lines is divided between the Utilities
Commission and the City of Charlotte. The Comnission is
responsible for the fixing of rates., The City is primarily
responsible for the awarding of the franchise, the approval
of routes, and the adequacy of service. The Conuission may,
however, in fixing the rates of the company, consider the
quality of service provided by the company. The Commission
has done so in this case. The Order grants an increase of
|10 cents in the adult single passenger fare and in adult
tickets from 7 for $2.00 to 5 for $2.00, but denies the
other fare increases sought by the company.

The Commission 1is avare of the vital role that charlotte
City Coach Lines plays in the community. The hearing in
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tickets from 7 for $2.00 to 5 for $2.00 will be
approximately 93%.

|7. Passengers using the buses of Charlotte City Coach
Lines are experiencing many difficulties in service.
Testimony of the public witnesses at the hearing shows the
following: The service 1s mnot sufficiently dependable;
schedules and other information availakle to the passengers
are not rTeadily available; some drivers have been
discourteous and rude to the passengers; the management of
the company is often unresponsive to customer conmplaints;
there is overcrowding at peak hours.

8. The company has attempted to reverse the passenger
decline. During the past three years, the company has
placed into service 22 new air-conditioned buses at a cost
of $960,000 and has ordered, for delivery in August of |974,
8 new air-conditioned buses. The company has hired three
additional supervisors and a special projects co-ordinator.
The company is operating 5% more miles in 1973 than in [965.
The company has made changes in its service in response to
the urban renewal program in Charlotte and to the energy
crisis.

Based on the above Findings of Fact, the Commission makes
the following

CONCLUSIONS

Charlotte City Coach Lines, Inc., by Application filed
with this Commission, is seeking increases in its rates and
charges for passenger service in Charlotte. The evidence
and exhibits presented by the company and by the Commission
staff lead to the conclusion that the company is faced with
substantial operating losses for the year |974. The reason
for these 1losses 1is twofold: a continuing decline in the
namber of passengers who ride the company's buses, and an
increase in operating expenses incurred by the company.
Since }969 the number of passengers carried by Charlotte
City Coach Lines has declined month-by-month almost without
interruption, at a time of increasing fares and
deteriorating service. At the same time, the cost of goads
and services used by the company in 1its operations has
increased; the increases in the price of fuel alone will add
approximately $50,000 to the company's operating expenses in
1974. In 973 the company's operating ratio was 99.99%.
The Commission finds and concludes that this operating ratio
is unjust and unfair to the company.

The Commission finds and concludes that Charlotte City
Coach Lines will realize a net operating loss of
approximately $3(5,000 under the company's present rate
structure; the company's operating ratio in 974 will be
t13%. The company, in its evidence and exhibits, projects
that the proposed fare increases will result in
approximately $434,000 additional operating revenues during
1974, and in an operating ratio of 94%. The staff, in its
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9. Charlotte City Coach Lines 1is facing increased
operating costs for the <year |974. Rages for hourly
employees (union contract) will increase by $]37,720; the
vages of salaried employees by $7,300. Increases in the
cost of goods and services as a result of inflation will
amount to $50,790. Payroll taxes will increase by $1],8]8.
Injuries and damages expense will increase by $20,884.
Workman's compensation taxes will increase by $|,600, and
payroll taxes by $1],8]8.

{0. The company's average fuel cost per gallon has
increased substantially. During |973 the company paid an
average of [3.02¢ per gallon (excluding tax) for fuel; in
January |974 the cost per gallon had risen to |[9.4]¢#. The
company's fuel costs at current prices will add
approximately $50,000 to the company's operating expenses
during (974.

1. Based upon current operating revenue trends and
passenger declines, and upon projected increases in
operating expenss2s, Charlotte City Coach Lines wvill realize
a net operating loss in |974 of approximately $315,000 under
its present rate structure. The company's operating ratio
€or the year will be approximately || 3%.

{2. Charlotte City Coach Lines needs additional operating
revenues in |974 to offset the projected operating losses
during the year.

!

|13. Charlotte <City Coach Lines has projected that its
proposed fare increases will result in approximately
$434,000 additional operating revenues during (974; the
projected operating ratio wil bhe approximately 94%. The
company's projections are based upon a diminution factor
developed in the )1940's from the operating experience of
intracity passenger carriers throughout the country. (The
diminution factor measures the loss of passengers resulting
from the adoption of the proposed fare increases.)

|4. The Commission Staff has projected that the proposed
fare increases will result in approximately $663,000
additional operating revenues during [|974%; the operating
ratio will be approximately 88%. The Staff's projections
were based upon a diminution factor developed from the
company's actual experience in passenger declines following
its last fare increase in [970.

{5. The diminution factor developed and used by the Staff
in this proceeding is a mnore reasorable and realistic
measurement of the impact that the company's proposed fare
increases will have on the decline in passengers.

|6 An increase in the company®s adult single fare fron
30¢ to 40¢ will produce approximately $530,000 additional
revenues for the company in |974, based upon the diminution
factor developed by the Staff; the company's operating ratio
under the |0¢ increase 1in adult single fare and in adult
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FINDINGS OF FACT

| Charlotte City Coach Lines, Inc., is engaged in the
transportation of passengers for compensation in the City of
Charlotte, North Carolina, and is subject to the
jurisdiction of this Commission with respect to the fizxing
of rates and charges.

2. Charlotte City Coach Lines, 1Inc., seeks authority
from the Commission to increase its tariffs and fares as
follows: Adult single fare, from 30¢ to 40f; adult
transfers, from |0¢ to 20¢; adult tickets, from 7 for $2.00
to S5 for $2.00; student single fare, from |5¢ to 20¢;
student transfer fare, from 5¢ to |0¢; and college passes,
from $2.50 to $3.25.

3. In the calendar year |972 Charlotte City Coach Lines
had a net operating revenue of $207,358. The company's
operating ratio for the same year was 92.|%. (The operating
ratio is the ratio of operating expenses before taxes to
operating revenue; if the operating expenses of a company
were the same as 1its operating revenues, the company's
operating ratio would be |00%.)

4. In the calendar year |973 Charlotte City Coach Lines
had a net operating revenue of $253.00. The company's
operating ratio for the same year was 99.99%.

5. Two factors responsible for the decline in the
company's net operating revenues from |972 to |973 are the
decrease in the number of passengers carried by the company
and the increase in the company's operating expenses.

6. During the ©period January |966-September |973, the
nueher of adult passengers riding the buses of Charlotte
City Coach Lines reached a peak of 8,609,550 for the twelve
months ending January |969, and then began to decline almost
without interruption to 6,773,206 passengers for the twelve
months ending September |973. For the single month of
October [|973 the number of passengers riding the company's
buses was 575,94|; in November |973, the number of
passengers was 538,585; in Deceamber |973, the number was
514,292; and in January |974, 535,439. The actual annual
decline 1in adult passengers carried during this period was
3.33%; the actual annual decline for the adult cash transfer
passenger was 8.70%.

7. Charlotte City Coach Lines has also experienced
declines in all of its other classes of fares: adult cash
transfer passengers; student revenue passengers; and student
transfer passengers.

8. During the period January |966-September |973, the
number of @miles operated by the company annually has
slightly increased, from 2,977,333 miles for the twelve
mronths ending January |966, to 3,138,477 miles for the
twelve months ending October |973.
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service. Witnesses gave examples indicating that the
service is fot sufficiently dependable; that information
regarding bus Toutes, schedules, and other information
valuable to the Tider is not readily available when needed
on the buses or at the bus stops. When schedules are
available, they are difficult to understand or are outdated.
Some drivers have been discourteous and rude to the
passengers; drivers smoke in violation of posted ""No
Smoking" 'signs in the bus; the management of the company is
often unresponsive and unsympathetic to customer complaints.
Services such as making change for riders, especially at the
Square, are nonexistent; transfers are accomplished in a
manner inconvenient to the passengers; overcrowvding at peak
hours in morning and evening is too commonplace. The kind
of service the passengers of Charlotte City Coach Lines want
was expressed by Mrs. Sarah Spencer, who testifieds "He
need service that takes us where we are to where we want to
go, and this serfvice must be frequent, dependable, safe,
courteous and economical. Experience tells us that such
service does not exist here.”

Mr. Hornbuckle and MNr. Poquette testified at length on
behalf of the company. Mr. Hormbuckle!s testimony dealt
with the financial condition of the company. The testimony
will be discussed in the Findings of Fact and Conclusions.
Mr. Joseph Poquette, the President of Charlotte City Coach
Lines, Inc., testified that the principal reason for the
decline in passengers on the company buses has been the
increased use of the private automobile. The company has
attempted to reverse the trend of passenger decline. 1In the
past three years the company has placed into service 22 new
air-conditioned buses at a cost of $960,000, and has ordered
for delivery in August {974 eight new air-conditioned buses
that will cost $364,800. The company has hired three
additional supervisors and a special projects coordinator.
The company is operating 5% more miles in |973 than in |965.
The company has made changes in its service in respomnse to
the wurban renewal program in Charlotte and the movement of
people to the suburbs. As a result of the enrergy crisis,
the company has instituted express service from the Coliseum
parking lot to the central business district. A downtown
shuttle service has been developed in cooperation with the
downtown merchants. Although the company has suffered a
continuous decline in passengers, it has been able to keep
its declining trend lower than that of cities of comparable
size elsevhere, 1In confronting its losses, the company had
two alternatives: to increase its rates or to reduce its
service. The company decided to ask for an increase in its
rates.

Based on the record in this docket, including the
application of the Respondent Charlotte City Coach Lines,
Inc., and the evidence and exhibits presented at the
hearing, the Conmission makes the following
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The hearing on the Company's proposed increases was
convened on February |9, |974, in Charlotte. The Respondent
Charlotte City Coach Lines, Inc., was present and
represented by counsel. The Commission Staff was present
and represented by counsel. In support of the progposed
tariff increases, the Company offered the testimony and
exhibits of the following witnesses: Mr. Joseph G.
Poquette, President of City Coach Lines, Inc., of
Jacksonville, Florida, and of its subsidiary companies,
including Charlotte City Coach Lines, Inc.; Mr. Charles T.
Hornbuckle, Vice President of Finance for City Coach Lines
and Charlotte City Coach Lines, Inc.; and #r. Carl ®Willianms,
Schedule Service Supervisor, Charlotte City Coach Lines,
Inc. The Commission Staff presented two witnesses: Mr.
James C. Turner, Staff Accountant; and Mr. James L. Rose,
Rate Specialist III, Traffic Division.

The public hearing was well attended, with more than 50
people present on a day of inclement weather. The following
citizens testified: Charles Garrison; Mrs. R. E. Fulwiley,
who spoke on behalf of the senior citizens; Dorothea Lakin,
for the Mecklenburg County Council on Aging; Sarah Spencer,
Chairperson for the Association of Better Public
Transportation; Bob Morgan; Kathryn Speidel, who presented
{352 petitions signed by senior citizens; Robert Doley, who
spoke on behalf of the working people who use the bus; Mrs.
Goldie Chernoff, for the Gray Panthers; Edna Hargett, who
spoke for the Thomasboro-Hoskins community; Lucille McNeill;
Maggie L. Nicholson; and Phillip Garrick. There was no one
present at the hearing representing the Charlotte City
Council, although the Commission had received, prior to the
hearing, a certified copy of a Resolution passed by the
Council on January |4, {974, which strongly opposed the fare
increases.

During the <course of the hearing, Mr. Hornbuckle, City
Coach Vice President, was asked: “What types of people use
your service mostly"? Re replied, "Hell, I would say
probably all types of people. Substantially, though, I

think there are a lot of our passengers are those who don't
have 3 choice, either because they are too infirm to drive
Qor too young, or just don't have any alternative.™ Many of
the witnesses at the hearing substantiated Mr. Hornbuckle's
description. Representing the senior citizens, a number of
vhom were present, Mrs. Lakin testified: ". . .we have come
to the realization that transportation has become an
overriding importance in the lives of senior citizens, the
great majority of whom 1live on fixed income.®™ PFor many
senior citizens the bus offers the only means of getting
about the «city. Mrs. Fulwiley testified: "We have to get
to doctors. ®Re have to go to the grocery stores. We have
to go to churches, and everywhere we go we have to ride the
bus, and then we like to go shopping sometimes. We got to
ride the bus." Although all of the witnesses expressed
their opposition to the increase in fares, it was
significant that their strong opposition to the increases
vas primarily based on the low level of the company's bus
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DOCKET NO. B-242, SUB |6
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Charlotte City Coack Lines, Inc. )
Tariff Filing Proposing Increases } ORDER GRAKTING RATE
in Passenger Fares and Charges, } INCRBASE IN PART
Bffective February 8, [|974. )

HEARD IN: County Commissioner's Board Meeting Roon,
4th Ploor, County Office Building 720 Bast
4th Street, Charlotte, North Carolina, on
February |9 and 20, }974.

BEFORE: Chairman Marvin R. Wooten, Presiding;
Commissioners Hugh A. Rells, Ben E. Raoney,
and Tenney I. Deane.

BPPEARANCES:
FPor the Respondent:

Thomas ¥W. Steed, Jr., Esq.
Allen, Steed & Pullen

P. 0. Box 2058

Raleigh, North Carolina 27602

For the Commission Staff:

Wilson B. Partin, Jr., Esg.
Assistant Coamission Attorney

North Carolina Utilities Commission
P. 0. Box 99|

Raleigh, North Carolina 27602

BY THE COMMISSION: on Januwary 8, {974, Charlotte City
Coach Lines, Inc., filed with the Commission Local Passenger
Tariff No. |-D proposing increases in its tariffs and fares
as follows: Adult single fare, from 30¢ to 40¢; adult
transfers, from |0¢ to 20¢; adult tickets, froa 7 for $2.00
to 5 for $2.00; student single fare, from {5¢ to 20f£;
student transfer fare, from 5¢ to [0¢#; and college passes
from $2.50 to $3.25.

The Commission, being of the opinion that the proposed
increases affected the public interest, suspended the
tariff, declared the matter a general rate case, instituted
an investigation into the lawfulness of the tariff, amd set
the matter for hearing in Charlotte. A Supplemental Order
required Charlotte City Coach Lines, Inc., to give the
public appropriate notice of the proposed increases and the
date and place of the hearing.

Ho formal protests or interventions were filed in this
docket.
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#5; South |-|/|10 mile to N.C. Hwy #2; East 2/|0 mile to
Cherokee Road in Pinehurst; 5/|0 mile to Fields Road; WNorth
3/10 mile to Dundee Road; East 6/|0 mile to N.C Hwy #2|]|;
BRast 5/10 mile to traffic circle to N.C Hwy #2; East 2/]0
mile to State Road #|843; North approximately 3-6/|0 miles
to N.C. Hwy #22; North 2/|0 mile to Southern Pines Airport
and return over same route to N.C. Bwy #2; East
approximately 5-2/|0 miles to Southern Pines Railroad
Station on Broad Street; South to Route #]; approximately |-
4/10 miles; South on Route #| approximately 2-7/|0 miles to
Aberdeen; North on Route #5 approximately |-2/|0 mile to J.
P. Stevens Company and return over same route to U0.S. Hwy
#|15-50]; North four miles to traffic circle and return over
same route to Taylortown.

Alternate (1) Prom traffic circle on U.S. Hwy #|5-50| at
Pinehurst, North on U.S. Hwy #|5-50| approximately 3-4/]0
miles to Eastwood and return over same route to traffic
circle.

Alternate (2) From Pinehurst where N.C. Hwy #2 intersects
N.C. Hwy &5 approximately 5/|0 mile to State Road #|205;
East 2-3/|0 miles to U.S. Hwy #|5-50|; South approximately
2/10 mile to State Road #|205; East approximately 2-4/|0
miles to Broad Street in Southern Pines and return.

The riqght of Applicant to transport passengers and
their baggage in intrastate commerce includes, the
right, wunless hereafter restricted by an order of
this Commission, to engage in charter service under
the conditions set out in Rule R2-67. Charter
Service of the Rules and Regulations of the North
Carolina Otilities Commission.
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4. That Mr. Richard Rawlings, the major shareholder of
Applicant, has had experience in providing bus
transportation service in other areas.

S. That there has beén a rapid growth in population and
industry in the applied for area.

CONCLUSIONS OF LAW

Based upon the evidence presented, the record as a whole
and the foregoing Pindings of Fact, the Hearing Commissioner
is of the opinion that public convenience and necessity
require the proposed service, and that Applicant is f£fit,
villing and able to provide the proposed service, and that
Applicant 1is solvent and <£financially able to furnish
adeguate service on a continuing basis. The HRearing
Commissioner is, therefore, of the opinion that the
Application should be approved.

IT IS, THEREFORE, ORDERED AS FOLLOWS:

| That the application of Sandhills Stage Line,
Incorporated, for authority to operate as a motor passenger
comnon carrier as more particularly described in Exhibit a
attached hereto and made a part hereof, be, and the same
hereby is, approved.

2. That the Sandhills Stage Line, Incorporated, file
vith the Commission evidence of insurance, tariffs of fares,
rates and charges, 1lists of equipment, desigmation of
process agent, and othervise comply with the BRules and
Regulations of the Commission and institute operations under
the authority acquired herein within thirty (30) days fron
the date this order becomes final.

ISSUED BY ORDER OF THE COMNISSION.
This |jth day of February, [974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)
EXHIBIT A
Docket Ho. B-3(2

sandhills Stage Line, Incorporated
Pinehurst, North Carolina

Transportation of passengers and their baggage
over the following routes serving all
interaediate points:

Froa Leaverne's Supersmarket in Taylortown, Beulah Hill Road;
South 3/(0 mile to N.C. Hwy #2]|; Bast 2/}0 aile to N.C. Hwy
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The Applicant offered the testimony of its principal
shareholder, Mr. Richard Rawlings, in support of its
application. Mr. Rawlings testified that there had been
frequent request made of him to provide the proposed
passenger service. He stated that at the present time the
Applicant had not established a regular schedule and that
the one finally established vould be flexible to meet the
current demands. The applicant at this time has one London
double-decker bus with another one on order. Applicant, in
addition, has a back-up Greyhound bus in case of an
emergency problem, the vitness testified. The Applicant's
proposed fares had not been definitely established at the
date of the hearing. Mr. Rawlings related that he bhad had
extensive experience in the mechanical as well as managerial
aspects of providing passenger bus service and that he was
financially solvent and able to furnish adequate service on
a continuing basis.

The Applicant then offered the testimony of Hr. EBEarl
Hubbard, Mayor of Southern Pines; #r. F. M. Sayre, Jr..,
Executive Vice President of the Sandhills Chamber of
Commerce; Mr. Glen Crisman, Manager of Belk's Department
Store in Aberdeen, and Mr. David Stein, the owner of a small
variety store in Aberdeen, North Ccarolina. All four of
these vitnesses testified as to the public need for
passenger bus service in the proposed area because of:

{- Energy Crisis (gas shortage)

2. Parking problems that presently exist

3. Rapid increase in population

4. Substantial manufacturing growth

S. Large concentration of elderly retired people

6. At the present time no form of mass transportation
exists in the sought for areas.

gpon consideration of the evidence presented in this
proceeding, the Hearing Commissioner makes the following

FINDINGS OF FACT
l- That the Applicant currently ovns one London double—
decker bus and one Greyhound bus as an energency back-up
vehicle.

2. That there is no caommon carrier bus service being
provided over the routes in the present application.

3. That the Applicant has blanket insuramnce coverage in
the amount of $|,000,000.00.
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For the Commission Staff:

Jerry B. Fruitt

Associate Commission Attorney
P. 0., Box 99|

Raleigh, North Carolina 27602

RONEY, HEARING COMMISSIONER: By Application filed with
the Commission on October 20, {973, Sandhills Stage Line,
Incorporated (Applicant), Pinehurst, North Carolina, seeks
authority to operate as a motor common carrier of passengers
and their baggage in the Aberdeen, Pinehurst and Southern
Pines, North Carolina areas, over +the following North
carolina routes serving all intermediate points:

From Leaverne's Supermarket in Taylortown, Beulah Hill
Road; South 3/|0 mile to N.C. Hvy #2]); East 2/]0 mile to
N.C. Hwvy #5; South |-|/|0 mile to N.C. Hwy #2; East 2/(0
mile to Cherokee Road in Pinehurst; 5/]0 mile to Pields
Road; North 3/|0 mile to Dundee Road; Bast 6/|0 mile to
N.C. Hwy #2]|; East 5/|0 mile to traffic circle to N.C.
Hwy #2; @Bast 2/10 mile to State Road #|843; ©North
approximately 3-6/(0 miles to N.C. Hwy #22; WNortk 2/]0
mile to Southern Pines Airport and return over same route
to N.C. Hwy #2; East approximately 5-2/30 niles' to
Southern Pines Railroad Station on Broad Street; South to
Route #|; approximately |-4/]10 miles; South on Route #|
approximately 2-7/{0 miles to Aberdeen; North on Route #5
approximately |-2/|0 mile to J.P. Stevens Conmpany and
return over same route to U.S. Hwy #}5-50); Rorth four
miles to traffic circle and return over same route to
Taylortown.

Alternate (|} PFrow traffic circle on D.S. Hwy #[5-5C| at
Pinehurst, North on U.S. Hwy #{5-50| approximately 3-4/]0
miles to Eastwood and return over same route to traffic
circle.

Alternate ({2) From Pinehurst where N.C. Hwy #2 intersects
N.C. Hwy #5 approximately 5/|0 mile to State Road #]205;
East 2-3/{0 miles to U.S. Bvy #|5-50]; South approximately
2/10 mile to State Road #]205; East approximately 2-4/|0
ailes to Broad Street in Southern Pines and return.

By order dated December (0, |973, the Commission set the
application for public hearing in Raleigh, North Carolina,
on January 24, |974, and required notice thereof, along withk
a description of the involved routes and the time and place
of hearing, to be published in The Pilot, a weekly newspaper
having general circulation in the Aberdeen, Pinehurst and
Southern Pines, North Carolina, areas, herein involved.

At the call of the hearing the Applicant was present and
represented by counsel. No protests to the authority sought
were filed with the Commission nor did any parties appear at
the hearing in opposition to the application.
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Greyhound Lines, Inc. Although Greyhound serves
Huntersville on a flag-stop basis, and although Greyhound
has no terminal facilities in Huntersville, Greyhound does
provide service three times a day between Huntersville and
Charlotte.

IT IS, THEREPORE, ORDERED as follows:

(1) That the Application, as amended, of North
Mecklenburg Bus Company, to serve the routes described 1in
its Application, as amended, be, and the same hereby is,
denied.

(2) That Robert G. Watkins shall not engage in the
transportation of passengers for hire except as he is
authorized to do so by Exemption Certificate No. EB-52}.

ISSUED BY ORDER OF THE COMMISSION.
This the |st day of July, (974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. B-3|2
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Sandhills Stage Line, Incorporated )
Pinehurst, North Carolina - )
Application for authority to trans- )
port Passengers and their Baggage ) RECOMMENDED ORDER
in the Aberdeen, Pinehurst and ) GRANTING APPLICATION
Southern Pines, North Carolina )
)

areas.

HEARD IN: Commission Hearing Room, Ruffin Building,
Raleigh, North Carolina, on January 24,
1974 at |0:00 A.HM.

BEFORE: Ben E. Roney, Hearing Commissioner

APPEARANCES:

Por the Applicant:
Robert L. Gavin
Attorney at Law
Sanford, North Carolina

For the Protestants:

None
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CONCLUSIONS

OUnder the 1laws of North Carolina, an aApplicant seeking
common carrier authority to transport passengers for
compensation over the liighways of the State must show:

"{{) That public convenience and necessity require the
proposed service in addition to existing authorized
transportation service, and

"(2) That 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."

G. S. 62-262(e); Rule R2-|5(a) .
In addition, the laws of North Carolina also provide:

"No certificate for the transportation of passengers shall
be granted to an applicant proposing to serve a route
already served by a previously authorized motor carrier
unless and until the Commission shall find from the
evidence that the service rendered by such previously
authorized motor carrier or carriers on said routes is
inadequate to meet the requirements of public convenience
and necessity;. . .%

G. S. 62-262(f) .

The Cormmission finds and concludes that the Applicant
North Mecklenburg Bus Company has failed to carry the burden
of proof that the public convenience and necessity reguires
the proposed service in addition to the existing Greyhound
service, All of the Applicant's witnesses stated that they
wvere in favor of the Application, but only one or tvwo
witnesses testified unreservedly that they would use the
proposed service. Other witnesses testified that they were
unable to use the proposed service due to the nature of
their work (Mr. walters) or the hours of their work (Mr.
Rankin and Mr. Todd) or their proximity to their work (Nrs.
Stephens). One witness (¥rs. Nichols) stated that she would
use the service when she returned to work in Charlotte later
this year. Another witness (Mrs. Rankin) testified that she
would use the service in the summer. Clearly, this evidence
is insufficient to warrant approval of the Application.

Moreover, in ruling upon the fitness of Mr. Watkins to
operate the proposed service, the Commission concludes that
the action of Mr. Wwatkins, in knowingly operating a
passenqger service into Charlotte during April and May in
clear-cut violation of the laws of North Carolina, remders
kima unfit to hold a comamon carrier certificate.

Finally, an existing authorized carrier 1is presently
serving the Davidson-Charlotte~Huntersville routes, namely,
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B.| miles back to the starting point at Huntersville,
N. C. thence, over Righway ||5 to Davidson, N. C.,
and return by the same route."

(2) The assets of the company include a 966 Chevrolet
school bus valuead at $3,000 which Mr. Watkins plans to use
in his proposed service. The net worth of Mr. Ratkins and
his wife 1is approximately $40,000, which includes real
estate owned by the couple.

(3) ©#r. Watkins currently holds Exenption Certificate FB-
52| from this Commission, which allows him to tramsport
workers to the following places of business: Reeves Bros.
Plorida Steel Corporation, Charlotte; General Time
Corporation, Davidson; and Pharr Yarn Corporation,
McAdeaville.

(4) North Mecklenburg Bus Company proposes to operate its
bus during the hours 8:00 to 8:30 A.H. and 5:00 to 5:30
P.M., six or seven days a week depending on need.

(5) Beginning on or about April |5, |974, and continuing
to the actual date of the hearing in +this docket, Robert
Watkins, the Applicant herein, doing business as North
Mecklenburqg Bus Company, without previous authority from
this Commission and in clear violation of the laws and
statutes of the State of North Carolina pertaining to such
operations, did in fact operate substantially the sane
authority applied for in this application. Mr. Watkins
operated said authority knowingly and deliberately in
violation of the law, which conduct on his part renders him
unfit to hold a common carrier certificate from this
Cormission.

(6) One or two witnesses for the Applicant would use the
proposed service either in going to work or for shopping or
pleasure trips 1into Charlotte. Other witnesses for the
Applicant, although they supported the Application, would
not use the service or would use it only occasionally.

(7) Greyhound Bus Lines, Inc. is the only common carrier
of passengers serving the Davidson-Huntersville-Charlotte
croute. Greyhound Bus Lines, Inc. operates buses through the
Town of Huntersville on a flag-stop basis +to and f£fronm
Davidson, and to and from Charlotte. Greyhound buses leave
Huntersville for Charlotte at the following times: 9:30
A.N., |=15 P.M., and 7:05 P.¥. Greyhound leaves Charlotte
for Huntersville at }|:00 A.M., 2:20 P.M., and 6:00 P.H.
Greyhound does not have a bus station or other terminal
facilities in Auntersville. Persons in Huntersville and the
surrounding areas who wish to board Greyhound service at
Huntersville must: flag the Greyhound bus.
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from this Commission, and that he knew he was carrying these
passengers in violation of the law.

Mr. Watkins presented at 1least six (6) witnesses in
support of his Application: Mr. John Thomas ®alters, Mayor
of Huntersville, who testified in support of the
Application, but who stated that he had no need to ride the
bus himself since he was a traveling salesman; Mr. Carey B.
Todd, who stated that the community needed the bus service
and that he would use it on occasion, but that he was a
postal employee who worked from 5:30 A.M. to ¥oon and would
not be able to ride the bus to work; Mrs. Willie Stephens,
vho supported the proposed service of Mr. Watkims, but did
not need the service since she walks to work; Mrs. Ruth
Nichols, who would wuse the proposed service when she
returned to work in Charlotte 1later on in the year; Mr.
Kirksey Rankin, who stated that his wife and daughter could
use the proposed service, but that his working hours
required him to drive a car to work; Mrs. Bannah H. Rankin,
a housewife, who would use the service in the summer to go
into Charlotte; and Mrs. Patricia Cox, a housewife whose
husband wused their only car for work, who stated that she
would use the service often to visit relatives in Charlotte.
The intervenors also presented witnesses; Charlotte City
Coach Lines offered the testimcny of Mr. Herman Hoose,
Transportation Planning Coordinator for the City of
Charlotte, and Mr. Kyle Williams, who is in <charge of
scheduled service for the Coach Lines. Greyhound Lines,
Inc. offered the testimony of Mr. L. W. Durand of Winston-
Salem, who is familiar with Greyhound service through
Huntersville.

Based upon the Application, as amended, of North
Mecklenburg Bus Company and the evidence and exhibits
presented at the hearing, the Commission makes the following

FINDINGS OF FACT

(1) North H#ecklenburg Bus Ccmpany is unincorporated and
is owned by Mr. Robert G. Watkins, Route 7, Charlotte, North
Carolina. The company has filed Application with the
Commission for common <carrier authority to transgort
passengers for coumpznsation over the following routes:

"Prom the city 1limits of Huntersville, N. C., over
Gilead Road a distance one mile to McCoy Road a
distance of 2.6 miles to Hamkright Road, thence over
Hambright Road a distance of |.6 miles to Beatties
Ford Road, thence over Beatties Ford Road a distance
of 7.7 miles to the city limits of Charlotte, N. C.,
thence a distance of 4 miles inside the city limits
of Charlotte, N. C., over Beatties Ford Road and
Trade Street to Mc Dowell Street, thence 5.0 miles
over Trade Street, Graham Street and Statesville
Avanue to the city limits of Charlotte on Highway 2},
thence over Highway 2| a distance of |.3 miles to
Higyhway 115, thence over Highway ||5 a distance of
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Appearing for: Continental Southeastern
Lines, Inc.

Thomas W. Steed, Jr., Esgq.
Allen, Steed & Pullen
Attorneys at Lavw

P. O. Box 2058

Raleigh, North Carolina 27609

Appearing for: Carolina Coach Coepany

John A. Mraz, Esq.

Mraz, Aycock, Casstevers & Davis
Attorneys at Law

812 Cameron Brown Building
Charlotte, North Carolina 28204

Appearing for: Charlotte City Coach Lines,
Inc.

For the Commission's Staff:

Wilson B. Partin, Jr., Esq.
Assistant Commission Attorney

North Carolina Utilities Commission
P. 0. Box 99}

Raleigh, North Carolina 27602

WELLS, HEARING COMNISSIONER: On March 6, [974, Robert G.
Watkins, d/bsa North Mecklenburg Bus Company (Applicant),
filed an Application with the Commission for common carrier
authority to transport passengers froa Huntersville,
Mecklenburg County, North Carolina, to Charlotte and return.
Thereafter, on April 24, |974, Applicant filed an armendment
to his Application to add service from Huntersville to
Davidson, North Carolina, over Highway ||5 and return.

The description of the routes sought by Applicant will be
set out in Findiny of Fact No. |. The matter was set for
hearing by Commission Order. Notice of the time and place
of hearing was mailed to passenger carriers operating in the
territory proposed to be served bty Applicant. The following
companies filed protest to the Application and were given
leave to intervene: Charlotte City Coach Lines, Charlotte,
N. C.; Greyhound Lines, Inc., Cleveland, Ohio; Continental
Southeastarn Lines of Charlotte; and Carolina Coach Company,
Raleigh, North Carolina.

The matter came on for hearing on May 23, |974, in the
Assembly Room, Town Hall, Huntersville, North Carolina. Mr.
Watkins was present on behalf of Applicant. The intervenors
and the Commission Staff were represented Ly ccunsel.
During th=2 course of the hearing, Mr. Watkins admitted under
cross-examination that for at least thirty (30) days prior
to the hearirg, h=2 had been carrying passengers for
compensation into Charlotte and return without authority
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Applicant to file a new Application at a future date if it
desires to do so.
(2) That this docket be closed.
ISSUED BY ORDER OF THE COMMISSION.
This the |9th day of November, [974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. B-3|5
BEFORE THE NORTH CAROLINA UTILITIES COMHISSION

In the Matter of

North Mecklenburg Bus Company, Route }

T, Box 632-K, Charlotte, North ) RECOMMERDED ORDER
Carolina - Application for Authority )} DENYING APPLICA-
to Engage in the Transportation of ) TION FOR COMMON
Passengers Between Charlotte and ) CARBRIER PASSENGER
Huntersville, North Carolina and ) AUTHORITY
Intermediate Points. )

HEARD IN: Assembly Room, Town Hall, Huntersville,

North Carolina, on May 23, [974.
BEPORE; Commissioner Hugh A. Hells, Presiding.
APPEARANCES:

For the Applicant:

Mr. Robert Watkins (Por Himself)
Route 7, Box 632-K
Charlotte, North Carolina 2823

For the Protestants:

J. Ruffin Bailey, Esq.

Bailey, Dixon, Wooten, McDonald & Fountain
Attorneys at Law

P. 0. Box 2246

Raleigh, North Carolina 27602

Appearing for: Greyhound Lines, Inc.

R. C. Howison, Jr., Esq.
Joyner & Howison

Attorneys at Law

P. 0. Box 109

Raleigh, North Carolina 27602
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(4) Coastal plans to purchase seven used buses to
commence its operations. These buses will cost
approximately $42,000.00.

(5) H#r. Lewis made an Application to the Small Business
Administration, a Federal agency, for a loan of $}9|,000.00
in order to finance the operations of Coastal Transportation
Company. This loan, if approved, would be the only source
of funds available to Coastal Transportation Company. HMr.
Levis stated at the August 22, 974 hearing that final
action on the loan should take place within six (6) weeks,
and that if the loan were approved, Mr. Lewis would contact
the Commission of the approval. The Comaission, as of the
date of this Order, has not received notification from the
Applicant concerning the status of the loan.

CONCLUSIONS

Onder the 1laws of North Carolina, an Applicant seeking
common carrier authority to transport passengers must show:

" (}) That public convenience and necessity require the
proposed service in addition to existing authorized
transportation service, and

®(2) That 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."®

G. S. 62-262(e); Rule R2-|5(a) -

It 1is apparent from the evidence presented by Coastal
Transportation Company that the Applicant does not have the
financial <capabilities at this time to undertake the duties
and obligations of a common carrier of passengers in the
area proposed to be served by it. The Applicant's own
evidence shows that a large sum of money -- approximately
$42,000 for buses alone == would ke needed to begin
operations. Consequently, the Hearing Commissioner 1is of
the opinion, and so concludes, that the Application of
Coastal Transportation Company should be denied for failure
to meet the statutory requirement that the Applicant be
financially able to furnish service on a continuing basis.
The Application will be dismissed without prejudice to the
Applicant to file another Application at some future date if
it desires to do so.

IT IS, THEREFORE, ORDERED:

(1) That the Application of Coastal Transportation
Company, as amended, to engage in the transportation of
passengers as a common carrier over certain routes described
in its Application be, and the same hereby is, denied, and
the Application is dismissed wvithout prejudice to the
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Seashore would suffer impaired service if the Application
wvere granted to Coastal Transportation Company.

The wmatter came on for hearing on August 22, {974, at the
Municipal Building in Morehead City, North Carolina. The
Applicant was represented by Mr. Edwvard W. Lewis, the sole
ovwner. Seashore was represented by Mr. David L. Ward, Jr.
of New Bern, ©North Carolina, and the Commission Staff was
represented by Mr. Wilson B. Partin, Jr.

Hr. Lewis offered testimony in support of the Application.
He also amended the Application to delete mail delivery and
the routes to Jacksonville and New Bern from Morehead City;
this amendment was allowed. Mr. Oswald Singer, vho
represented the senior citizens of Carteret County, offered
testimony in support of the Application. Seashore ‘offered
the testimony and exhibits of Mr. R. C. O'Bryan, the Traffic
Hanager of Seashore.

Based upon the record in this docket and the evidence
adduced at the hearing, the Hearing Commissioner makes the
following

FINDINGS OF FACT

(1) cCoastal Transportation Company, 917 Arendell Street,
Morehead City, North carolina, filed Application with the
Commission to serve certain routes in Carteret County,
including the cities of Beaufort and Morehead City.

(2) Coastal Transportation Company is solely owned by HMr.
Bdward W. Lewis, |208 Bridges Street, Morehead City, North
Carolina. Mr. Lewis owns and operates a janitorial service.

(3) The Applicant Coastal Transportation Company listed
the following assets and liabilities in its Application.

ASSETS

Real Estate $19,500.00
Rolling Equipment 3,650.00
Cash on Hand 57.00
Cash in Bank 512.50
Other Assets ____360.00

Total $21,079.50

LIABILITIES

Liens on Real Estate $5,200.00
Liens on Equipment =
Judgments s

Other Liabilities -
Total $5,200.00
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1163 a distance of about 3 miles to U.S. |0|, then
south over (0| a distance of about 5 miles to West
Beaufort Road. Then west on W. Beaufort Rd4d. a
distance of | mile to Turner St. then south on Turner
St. a distance of about (/2 mile to U.S. 70 and
return over U.S. 70 to Morehead City.

m2. From Morehead City over State Road ||76 north a
distance of about 3 miles to State Road |[|77 South
west over a distance of about 3 miles to Rochelle Dr.
a distance of | block to Pittman Ave. a distance of
|74 mile to Hodges St. a distance of |/4 mile to
Midyette Ave. a distance of two blocks and return
over same route.

®"3, PFrom Morehead City over Atlantic Beach Road and
Morehead Ave. to Atlantic Beach. Thence east over
Port Macon Rd. a distance of about 5 miles to U.S.
Coast Guard Station, Fort Macon, returning over Fort
Macon Rd. a distance of about 5 |/2 miles to Salter
Path Rd. a distance of about 4 miles to Pine Knoll
Shores, continuing on Salter Path Rd. a distance of
about 4 miles to Emerald Isle, thence north over the
Emerald 1Isle Bridge to U.S. 24, then west over U.S.
24 a distance of about 7 miles to Swansboro,
continuing over U.S. 24 a distance of about |} miles
to Jacksonville, and return over U.S. 24 to Morehead
City.

"4y, From Morehead City over U.S. 70 to Newport, thence
over State Rd. |247 a distance of about 2 miles to
U.S. 70 thence over U.S. 70 a distance of about 4
miles to Havelock continuing over U.S. 70 a distance
of about |8 miles to New Bern (Triangle Plaza
Shopping Center) and returning over same route.

®5., From Morehead City over U.S. 70 to Beaufort. Thence
over U.S. |0|] to Havelock a distance of about 22
miles and return over the same route.”

By oOrder of the Commission dated June |3, [974, the
Application was set for hearing. The Applicant was required
to publish notice of its Application in a newspaper having a
general circulation in the area sought to be served.

on June |9, 1974, Seashore Transportation Company filed
Botion for Intervention in this docket and moved for a
continuance; the Commission duly ordered that Seashore be
allowed to intervene in the docket and that the matter be
continued to August 22, |974, in Morehead City, North
Carolina.

on July |0, |974, Seashore Transportation Company filed a
protest to the Application of Coastal Transportation
Company, alleging, among other things, that Coastal proposed
to offer services now being rendered by Seashore and that



CERTIPICATES 263

DOCKET NO. B-3|8
BEFPORE THE NORTH CAROLINA UTILITIES COEKMISSION

In the Matter of

Coastal Transportation Company, 917 )

Arendell Street, Morehead City, )

North Carolima = Application for )

Authority to Engage in the ) RECOMMENDED
Transportation of Passengers, Their ) ORDER DENYING
Baggage, Mail and Light Express ) AND DISMISSING
Between Morehead City, North ) APPLICATION
Carolina, and Various Points and )
Places in Eastern North Carolina. )

HEARD IN: The Municipal Board Room, City Hall, 202 South
8th Street, Morehead city, North Carolina,
on August 22, 1974, at 9:30 A.HM.

BEPORE: Commissioner Hugh A. Wells, Hearing
Commissioner.

APPERRANCES:
For the Applicant:

Edwatd W. Lewis (For Himself)
9|7 Arendell Street
Morehead City, North Carolina 28557

For the Protestant:

David L. Ward, Jr., Esq.

Ward, Tucker, Ward & Smith, P.A.
310 Broad Street

New Bern, North Carolina 28560

For the Commission Staff:

Wilson B. Partin, Jr., Esq.
Assistant Commission Attorney

North Carolina Otilities Commission
One West Morgan Street

Raleigh, North Carolina 27602

WELLS, HEARING COMMISSIONER: Oon May 30, |974, Coastal
Transportation Company, 9|7 Arendell Street, Morehead City,
Horth carolina, filed an Application vwith the Commission for
auwthority to engage in the transportation of passengers,
baggage, mail and light express over the following routes:

"l. From Morehead City over U.S. 70 to Beaufort, thence
over an unnumbered road (Turner St:) a distarce of
about |/4 mile to Front St. then east on Pront S5t. |
mile to Live Oak St., a distance of about 5 miles on
Live o0ak St. to U.S. 70 East, then a distance of 5
miles to State Road ||63 then west over State Rd.
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Application. The language of the statute, in the
circumstances, is mandatory and not discretiomary. N. C. G.
S. 62-263({d) reads in pertinent part: "A license shall be
issued to any gualified Applicant therefor . . ." (Emphasis
Rdded).

The standard of proof required in an Application for a
Broker's License is different from and far 1less than the
standard required in an Application for common carrier or
contract carrier authority. The Applicant for a Broker's
License does not have to prove that the issuance of such
license is required by public convenience and necessity. It
is sufficient if the Applicant proves his or her
qualifications and that the services as proposed will, in
fact, be used. The Commission is not required by the
statute to consider the competitive effect that the issuance
of a Broker's License will have upon other licensed brokers
in the area sought to be served.

For these reasons, the Commission is of the opinion and
hereby concludes that the protest filed herein must be
disalloved and denied and that the Application ought to be
granted.

IT IS, THEREFORE, ORDERED that the Application in Docket
No. B-3|9 be granted and that the Applicant, Anne H. Guy,
d/b/a Trekmaker be issued a 1license to engage in the
business of a broker for tours to be conducted throughout
and within +the State of North Carolina; that the bond
offered into evidence at the hearing herein is accepted as
valid and sufficient under the provisions of G. S. 62-263
and Comemission Rule R2-66(c).

ISSOED BY ORDER OF TRE COHMISSION.
This the 27th day of September, [974.

NORTH CAROLINA UTILITIES COMMISSION
Anne L. Olive, Deputy Clerk

(SEAL)
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2. That the Applicant proposes to offer an intrastate
tour service, principally originating in Winston-Salem, for
ladies groups to visit various clothing factory outlets
throughout the State of North Carolina.

3. That no other individual, group or agency in the
State of North Carolina presently offers such a service to
the public.

4. That the Applicant has contacted numerous vomen's
clubs, groups, associations and organizatioms in the
Winston-Salem area and has determined that there is great
interest on the part of such groups in utilizing the
services vwhich she proposes to offer, In addition, the
Applicant has traveled in excess of 2,000 miles and visited
97 different <clothing factory outlets and has determined
that such outlets would be happy to receive and deal with
large tour groups of the type which she proposes to
organize.

5. That Applicant proposes to use and engage only those
motor carriers authorized by this Commission to tramsport
passengers by motor vehicle in intrastate commerce in North
Ccarolina. Three of such 1licensed common carriers have
assured the Applicant that buses would be available for the
tours which she proposed to organize.

6. That Applicant is not now and has never been an
employee or agent of any such licensed motor comaon carrier.

7. That service proposed by the Applicant is desired by
persons, groups and organizations in the principal community
proposed to be served by the Applicant and will be used by
the public in such area.

8. That Applicant is fit, willing and able to properly
perform the proposed service.

9. That Applicant has filed with the Commission a valid
and sufficient bond of the type required by G. S. 62-263(e)
and Commission Rule R2-66(c).

Based upon the foregoing Findings of Fact, the Coamission
now reaches the following

CONCLUSIONS

It 1is clear from the record herein that the Applicant has
satisfied the statutory requirements in that she is fit,
willing and able properly to perform the service proposed by
her and_ to conform to the provisions of the Public Otilities
Act as they relate to brokers and the rules, requirements
and requlations of this Commission pertaining to brokers.
Further it is clear that the proposed service will bhe
consistent with the public interest and policy declared in
the Public Utilities Act. Under such circumstances, the
Coamission has no discretionary authority to deny the
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Robert F. Page, Esgq.

Assistant Commission Attorney

North Carolina Otilities Commission
P. 0. Box 99)

One HWest Morgan Street

Raleigh, North Carolina 27602

BY THE COMMISSION: By Application filed with the
Commission on August |, |974, the Applicant, Anne H. Guy,
d/b/a Trekmaker, 24|| Fairway Drive, Winston-Salem, North
Carolina, seeks a Broker's License pursuant to N. C. G. S.
62-263 to act as a travel agent for tourists to be conducted
throughout and within the State of North Carolina. By Order
issued August |3, |974, the Commission, being of the opinion
that such Application was a matter affecting the public
interest, assigned the matter for hearing in the Commission
Hearing Room at the above-captioned time and place and
required that protests, if any, be filed with the Commission
on or before September |6, |974.

Oon August 20, 1974, a 1letter of protest was filed on
behalf of Dorothy H. Gough, d/b/a Gough Tours, Winston-
Salem, WNorth Carolina, by Carl D. Downing, Attorney at Law,
Fhite & Crumpler, 26|6 Wachovia Building, Winston-Salen,
¥orth Carolina. Oon September |9, |974, an affidavit
attested to by Mrs. Gough was submitted by attorney Downing
to the Commission with the request that such affidavit be
considered by the Commission during the course of its
deliberations in this docket.

The matter came on for hearing at the time and place first
above stated. The Applicant offered the testimony of Nrs.
Anne H. Guy and introduced into evidence a bond in the
amount of $5,000.00 secured by Mrs. Guy in accordance with
Commission rules and regulations should her Application be
granted. The affidavit of Hrs. Gough, the protestant, was
offered and accepted into the record for Commission
consideration.

The Applicant moved that the transcript be furnished to
the other four Commissioners and that they read same and
participate in the decision in order that a Commission Order
might be issued, rather than a Recommended Order. Such
Notion was granted by the Chairman.

Based upon the foregoing, the verified Application, the
matters and things offered into evidence at the hearing and
the entire record in this proceeding, the Commission now
makes the following

FINDINGS OF FACT
I That the applicant has had eight (8) years experience

in organizing and conducting international tours of groups
of varying sizes to Europe, Scandinavia and the Middle East.
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(1) That the Application of Circle Tours, Inc., in Docket
No. B-320, be, and the same is hereby, approved, and that
the Applicant be issued a license to engage in the business
of a broker within and throughout the State of North
Carolina.

(2) That wunder the provisions 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
the Commission of not less tham $5,000 in such form as will
insure the financial responsibility of the applicant as a
broker and will further insure the supplying of authorized
transportation in accordance with agreements, contracts and
arrangements therefor.

ISSUED BY ORDER OF THE COMMISSION.
This the 24th day of October, |974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)

DOCKET NO. B-3]9
BEFORE THE NORTH CAROLINA UTILITIES COMMISSTION

In the Matter of
Anne H. Guy, d/bsa Trekmaker, 24| }
Fairway Drive, Winston-Salem, North } ORDER
Carolina 2703 - Application for )  GRANTING
License to Engage in the Business ) APPLYICATION
of a Broker. )

HEARD IN: The Commission Hearing Room, Ruffin Building,
One West Morgan Street, Raleigh, North
Carolina, on Thursday, Septeaber 26, (974,
at 2:00 P.M.

BEFORE: Chairman Marvin R. Wootem, Presiding;
Commissioners Wells, Roney, Deane and
Clark to Read the Record and Participate
in the Decision.

APPEARANCES:
For the Applicant:
Robert M. Clay, Esg.
Teague, Johnson, Patterson, Dilthey & Clay
Suite 508, First Federal Building
Raleigh, North Carolina 27602

Por the Commission Staff:
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there were no written protests filed in response to the
September 3, 1974, Notice of Hearing.

Applicant offered the testimony of Mr. John s. Hill, Jr.,
President, and Mrs. Hedviqg Huber, Secretary-Treasurer and
General Manager. Testimony of these two vitnesses tends to
show that Applicant holds authority from the Interstate
Commerce Commission to engage in operations as a broker;
that such license has been held since ]962; that the North
Carolina operations would be similar to the five (5) tours
authorized on a temporary basis; that the proposed service
is desired and will be used by the public as evidenced by
the five (5) previously contracted tours; that only those
notor carriers authorized by the Commission to traasport
passengers as common carrier by motor vehicle in intrastate
comrerce in WNorth cCarolina will be used; that applicant is
not a bona fide employee or agent of any motor carrier and
they are experienced and able, financially and otherwise to
properly perforan the proposed service.

Upon consideration of the application, the evidence
presented and the record in this proceeding as a whole, the
Hearing Examiner makes the following:

FINDINGS OF FACT

(1) That Applicant 1is fit, willing and able to properly
perform the proposed service and to conform to the
statutory provisions and the Rules and Regulations of the
Commission promulgated pursuant thereto.

(2) That the Applicant is not a bona fide employee or
agent of any motor carrier.

(3) That the proposed service will be consistent with the
public interest and the declared policy as set forth in G.
S. 62-2 and 62-259.

(8) That the Applicant proposes to engage only those
motor carriers authorized by this cCommission to transport
passengers as common carriers by motor vehicle in intrastate
commerce in North Carolina.

(5) That the proposed service is desired and will be used
by the public.

CONCLUSIONS

Based upon the record, the evidence presented and the
foregoing Pindings of Fact, the Hearing Examiner concludes
that Applicant has borne the burden of proof as required by
Statute and that the application for a license to operate as
a broker in North Carolina intrastate commerce should bhe
approved.

IT IS, THEREFORE, ORDERED AS POLLONS:
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DOCKET FO. B-320
BEFORE THE NWORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Circle Tours, Inc., 4509 Creedmoor
Road, Raleigh, North Carolina 276|2
- Application for License to Engage
in the Business of a Broker in
Intrastate Operations Within the
Entire State of North Carolina

RECOMBENDED ORDER
GRANTING
BROKERS LICENSE

St et S s e

HEARD IN: The Commission Hearing Room, Ruffin Building,
Oone West Morgan Street, Raleigh, North
Carolina, on September 25, 1974

BEFORE: D. D. Coordes, Hearing Examiner
APPEARANCES:
For the Applicant:

Joha T. Hunter, III

Attorney at Law

P. 0. Box u44sg

Raleigh, North Carolina 27602

Protestants:
None

COORDES, HEARING EXAMINER: By application filed with the
Commission on August [3, |974, Circle Tours, Inc., U509
Creedmoor Road, Raleigh, North Carolina 276)2, seeks a
Brokers License pursuant to G. S. 62-263 and Bule R2-66 of
the Conmnission's Rules and Regulations to act as a travel
agent in arranging passenger tours by wmotor vehicle of
passengers and their ©baggage within the State of North
carolina.

By Petition filed with the Ccmmission on August 2|, 1974,
Applicant sought a temporary 1license to engage in the
business of a broker within the State of North Carolina for
five (5) tours as more specifically set forth in said
Petition pending final disposition of instant Application.

By order issued September 4, }974, the Coumamission,
approved the Petition for a temporary license and assigned
the Application for permanent 1license for hearing and
required that protests, if any, be filed with the Commission
on or before September |3, |974. Copy of this Order was
furnished to other Brokers in North Carolina.

Opon the call of this matter for hearing at the captioned
time and place the Applicant was present and represented by
Counsel. No one was present in the hearing room in
opposition to the granting of the license sought herein and
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7. The easements for the proposed system are for a
twenty (20) year period with the option of renewing the
easeaments for two additional ten (|0) year periods.

8. The system is to be paid for by the Applicant.

9. Onder the "Agreement and Easement™ entered into by
the developer and the Applicant it is completely within the
discretion of each individual hcmeowner as to whether or not
he uses the Applicant's services.

10. That the Applicant does not seek to transport or
convey gas, crude oil or other fluid substance by pipeline
for the public for compensation, but on the contrary, the
transportation or movement here involved is purely an
incidental adjunct to its established private business owned
and operated by it, to wit, the distribution of fuel oil.

CONCLUSIONS

That the Applicant failed to carry the burden of proof in
establishing that public convenience and necessity require
the proposed regulated service in addition to the presently
existing unrequlated alternatives. Unregulated suppliers
can provide heating o0il or comparable alternatives to those
which the Applicant proposes to cffer. Regulation would not
effectively manage pricing policies since the applicant
proposes to charge the same rates in the applied for area as
those charged in his wunrequlated truck home o0il delivery
service. In addition, in the present case, one of the main
characteristics of a wutility is missing. The proposed
service would not create the typical situation where a
regulated monopoly exists since the residents of the
subdivisions have available alternate means of securing
heating oil or other heating sources. Therefore, based upon
the record, the evidence presented and the Findings of Fact
in this particular case, the Commission concludes that the
operation proposed hy the Applicant is not sufficiently
dissimilar from available unregulated services to warrant
its requlation. Thus, a Certificate of Public Convenience
and Necessity is not required under the facts in this case.

IT 1S, THEREFORE, ORDERED that the Application of Lytle
0il Company, Inc., T/A Lytle Service Company, 902 South Lee
Street, Whiteville, ©North Carolina, for a Certificate of
Public Convenience and Necessity be, and the same hereby is,
denied.

ISSUED BY ORDER OF THE COMMISSION.

This | |th day of april, |974.

NORTH CAROLINA UTILITIES COMMISSION
Katherine M. Peele, Chief Clerk

(SEAL)
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At the call of the hearing a representative of Applicant
was present and represented by counsel. There were no
Protestants.

The Applicant offered the testimony of Hr. Gerald P.
Matthevs, P. E. of Raleigh, North Carolina and Mr. John C.
Plasky of Whiteville, North Carolina.

Mr. Matthews, Technical Director of the North Carolina 0il
Jobbers Association, testified that he had designed the
Applicant®'s proposed system and that the system as planned
wvould meet all Federal and State safety and design
standards. The proposed system also contains a "fail safe”
characteristic which protects against sudden drops in
pressure caused by ruptures or other malfunctions in the
main lines. Mr. Matthews further testified that the type
system proposed by the Applicant vas safer than the past
practice of individual home storage tanks and that there
vould be cost savings to the consumer since he would only
pay for oil as it was used. Mr. Matthews concluded that the
proposed o0il distribution system is an improvement over past
methods and would be an asset to a community.

¥r. Plasky, 6General HKanager of Lytle 0il Company, Inc.,
also testified in support of the application. He testified
that the applicant company had extensive experience in
supplying home heating oil and that the applicant was f£fit, "’
willing and financially able to provide the applied for
service.

FINDINGS OF FACT

|- The Applicant's proposed system is in compliance with
all Pederal and State design and safety requirements.

2. The Applicant is proposing to provide piped heating
0il service to a total of 87 potential customers in Lakeland
Village Subdivision, Whiteville, North Carolina.

3. The residents of Lakeland Village have available
alternate means of securing heating oil as well as other
heating sources, and that +the Applicant only has an
exclusive right for piped heating o0il distribotion in
Lakeland Village.

4. The Applicant proposes to charge the same rate to
custorers on the piped heating o0il system in Lakeland
Village as that «charged to its other customers receiving
individual home truck delivery service.

5. The Applicant's proposed customers will be homeowners
in Lakeland Village. None of these potential customers will
be tenants of the Applicant.

6. No provisions are included in the applicatiom for
charging tap-on-fees.
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DOCKET NO. P-{
BEFORE THE NORTH CAROLINA UTILITIES COMNISSION

In the Matter of
Application by Lytle 0il Company,
Inc., T/A Lytle Service Coupany,
902 South Lee Street, Whiteville,
North Carolina, for a Certificate

of Public Convenience and ORDER DENYING

- e B Wt N P Nt et g? o

Necessity to provide 0il Utility APPLICATION

Service in the Lakeland Village

Subdivision, Whiteville, North

Carolina, and for Approval of

Rate

HEARD IN: Hearing Room of the Commission, BRuffin
Building, One West Morgan Street, Raleigh,
North Carolina, on Tuesday, March |38, |974,
at |0:00 A.N,

BEFORE: Chairman Marvin R. Wooten, Presiding,
Commissioners Ben E. Roney and Terney
I. Deane, Jr.; wvith Commissioner Hugh A. Wells
to read the record and participate in
decision.

APPEARANCES:

For the Applicant:

Mr. J. B. lee

Powell, Lee & Lee
Attorneys at Law

108 Pinkney Street
Whiteville, North Carolina

Por the Commission Staff:

Mr. Jerry B. Pruitt

Associate Commission Attorney
Ruffin Building

Raleigh, North Carolina

BY THE CONMISSION: on January [0, [974, the Applicant,
Lytle 0il Company, Inc., T/A Lytle Service Conpany filed an
application with the North Carolina Utilities Comaission for
a Certificate of Public Convenience and Necessity to provide
0il wutility service in the Lakeland Village Subdivisiom,
Whiteville, North Carolina, and for approval of rates.

By order issued January 23, [974, the Comamission set the
matter for public hearing and required the Aapplicant to
publish notice of the scheduled hearing. The required

notice was advertised in The Fevs Reporter,%hiteville, North

Carolina. No protests were filed.
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The term "force majeure®™ as employed above
shall mean acts of God, extreme weather conditions,
strikes, 1lockouts, or other industrial disturbances,
acts of the public eneay, var, blockades,
insurrections, riots, epidenics, landslides,
lightning, earthquakes, fires, storas, floods,
washouts, arrests and restraints of governments and
people, civil disturbances, explosions, breakages or
accidents to machinery, 1lines of pipe or the
Company's peak shaving plants, freezing of wells or
lines of pipe, partial or complete curtailment of
deliveries to the Company by its suppliers, reduction
in gas pressure by its suppliers, inability to obtain
rights-of-wvay or permits or materials, eguipment, or
supplies for use in the Company's peak shaving
plants, and any other causes, whether of the kind
herein enumerated or otherwise, not within the
control of the Company and which by the exercise of
due diligence the Company is unable to prevent or
overcome. It is wunderstood and agreed that the
settlement of strikes or lockouts shall be entirely
within the discretion of the Company, and the above
requirement that any force majeure shall be remedied
with all reasonable dispatch shall not require the
settlement of strikes or lockouts when such course is
inadvisable in the discretion of the Company.

Curtailment of Gas Service

Service under this schedule is subject to
curtailment or discontinuance as ordered or as
prescribed by a duly constituted governmental
authority having jurisdiction over either or both the
Company and the customer or in accordance with any
order of priorities which may be deemed ©practicable
under existing conditions by the Company. The
Company shall not be liable for any damages that may
result to customers or any other person, firm, or
corporation by reason of the Company's curtailing
service 1in accordance with the provisions of this
paragraph.

Limitations on Sale of Gas

Notwithstanding any other provision of this
rate schedule, the availability of gas wunder this
schedule may be limited because of insufficient gas
available to the Ccmpany, in which case, gas service
will be available only in accordance with the order
of priorities prescribed by duly constituted
governmental authority having Jjurisdiction over
either or both the Company and the customer.
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for protection of higher priority customer requirements, the
Company will notify customer and all gas bought by the
customer pursuant to this rate schedule shall thereafter
antil the customer otherwise is notified by Company be On-
Peak Emergency Service at a rate of $.40064 per hundred
cubic feet.

gi!lent of Bills

Bills are net and due upon receipt. Bills become past due
|5 days after bill date.

Rate Schedule Subiect to Change

The rates, terms and conditions set forth in this rate
schedule are subject to change at any time and from time to
time by the Company with the approval of the North Carolina
Otilities Commission as provided by law.

Issued by J. David Pickard, President

Issued to comply with authority granted by the North
Carolina Utilities Commission - Docket No. G-9, Sub |37
Revised

Issued: August 30, (974

Effective: October |, 1974

SPECIAL PROVISIONS
As Applicable to Rate Schedules #|0| through #||2
e Governmental and Compan u

Service under this rate schedule is subject to
all lawful orders, rules and regulations of duly
constituted governmental authorities having juris-
diction over either or both Company or custonmer,
including any orders of the North Carolina Otilities
Commission requiring Company to curtail or
discontinue service hereunder or setting forth
priorities for such curtailment or discontinuance of
service. In addition, service under this rate
schedule is subject to such reasonable rates and
regulations as the Company may prescribe for the
protection of itself and its customers.

2. Force Maijeure

In the event the Company is unable, wholly or
in part, by reason of force majeure to carry out its
obligations to provide service under this schedule
the obligations of the Company so far as they are
affected by such force majeure, shall be suspended
during the continuance of any inability so caused but
for no longer period, and such cause shall as far as
possible be remedied with all reasonable dispatch.
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Bills are net and due upon receipt. Bills become past due
{15 days after bill date.

Rate Schedule Subject to Change

The rates, terms and conditions set forth in this rate
schedule are subject to the Special Provisions on the
reverse side hereof and to change at any time and from tine
to time by the Company with <the approval of the North
Carolina Utilities Commission as provided by law.

Issued by J. David Pickard, President

Issued to comply with authority granted by the North
Carolina Utilities Commission - Docket Ko. G-9, Sub
137 Revised

Issued: August 30, 974

Effective: oOctober |, (974

RATE SCHEDULE #||2
EMERGENCY SERVICE

Applicability and Character of Service

Gas Service under this rate schedule may be available in
the area served by the Company in the State of VNorth
carolina to any non-residential customer who would otherwise
be curtailed under any other of the Company's rate schedules
if such customer has no standby or alternate energy source
or finds it impossible to continue operations on his standby
or alternate enargy source as a result of some bona fide
existing or threatened emergency. All emergency gas service
is of a discretionary nature and implies no present nor
future obligation of the Company to any customer to provide.
such service on either a temporary or comtinuing basis.
Deliveries of gas hereunder shall be made pursuant only to
advance operating arrangements betveen the Conpany's
authorized personnel and the customer and shall be subject
to curtailment and interruption at any time should the
Company deem it necessary.

Rate
off-Peak Emergency Service

If the Company has gas available for sale as emergency gas
from its regular allocated storage volumes or some pipeline
source other than its reqular Contract Demand Service from
franscontinental Gas Pipe Line Corporation, such gas shall
be at a rate of $.20064 per hundred cubic feet.

On~Peak Emergency Service
If it should become necessary, in the Company's opinion,

to operate its peak shaving facilities, to inject Liquefied
Natural Gas into 1its systeam or to inject gas into storage
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Attorneys at Law
P. 0. Box 2246
Raleigh, North Carolina 27602
For: Carolina Crane Corporation

For the Protestants:

Vaughan S. Winborne
Attorney at Law
1108 Capital Club Building
Raleigh, North Carolina 2760}
For: Everette Truck Lines, Inc.
Clarkson EBrothers Machinery
Haulers, Inc.

H. EF. Taylor, Jr.

Attorney at Law

Box 593

Wadesboro, North Carolina 28|70

For: Home Transportation Company, Inc.

Yarborough Transfer Company
Moss Trucking Company, Inc.
McLeod Trucking & Rigging
Company, Inc.

PAGE, HEARING EXAMINER: By application filed with the
Commission on April |9, (974, Carolina Crane Corporation,
Route 8, Box | |4, Raleigh, North Carolina, seeks authority
to operate as an irregular route common carrier in the
transportation of Group 2, Heavy Commodities, from all
points and places throughout the State cf North Carolina to
all points and places throughout the State of North
Carolina.

Notice was published in the Calendar of Hearings issued
May 2, |974, setting the matter for hearing at the time and
place first stated above, and giving notice of the commodity
and territory authority being scught and the manner and
method of filing protests or interventions in the cause.

Oon May 20, 1974, a protest and motion for leave to
intervene was filed by Vaughan S. Winborne, Attorney for
Everette Truck Lines, Inc., P. O. Box |45, Washington, North
Carolina 27889, and Clarkson Brothers Machinery Haulers,
Inc., P. O. Box 25, Cowpens, South Carolina 29330. On June
10, 1974, protests and motion for leave to intervene in the
cause was filed by H. P. Taylor, Jr., Attorney for Home
Transportation Company, Inc., P. O. Box 6425, sStation A,
Marietta, Georgia 30062; Yarborough Transfer Company, [500
Doune Street, Winston Salem, North Carolina 27|07; Moss
Trucking Company, Inc., P. O. Box 8409, Charlotte, North
Carolina 28208; and dcLeod Trucking and Rigging Company,
Inc., P. 0. Box 8409, Charlotte, North Carolina 28208. Such
protests and motions for leave to intervene were allowed by
Commission Orders issued on June |2, |974, and June |9,
1974, respectively. The Applicant offered the testimony of
B. Robert W®illiamson, Gregory Foole, Jr., Storey Hamilton,
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John Burress, Joe Harris, Bill Watkins, and Earl Johnson,
Jr. The protestants offered the testimony of Woodrow
Everette, Gilbert T. Jones, Thomas Nix and Charles Eugene
Holland. A synopsis of such testimony follows:

#ir. B. Robert Williamson testified +that he is a Vice
President of North Carolina Equipment Company with primary
responsibility in equipment =sales; <that he had general
supervision over the Traffic Department of North Carolina
Equipment Company, the section of his company that arramnges
for the transportation of its equipment; +that his company
deals primarily in heavy construction machinery of all types
out of North Carolina offices located in Raleigh, Winston-
Salem, Greensboro, Payetteville, Wilmington and Greenville;
that North Carolina Equipment Company sells primarily to big
job contractors who are not ccnfined to the areas wherein
their home offices are located, rut have jobs all over the
State of North cCarolina; that he is familiar with the
operation of Carolina Crane Corporation and his company has
used and presently uses Carolina Crane for the
transportation of heavy commodities; that the service
rendered to his company by Carclina Crane has been
excellent; that he understood that Carolina Crane's present
authority was restricted to a haul which either originates
or terminates in Wake County; that such restrictions do not
meet the needs of North Carclina Equipment Company with
respect to the demand that it wishes +to make on Carolina
crane; that his company has a need for the services of
Carolina Cramne Corporation statewide over and above the
services presently available frcm other carriers; that when
service is unavailaktle or beyond the scope of authority of
Carolina Crane, his company has to wait for needed service;
that his company has some trucks and trailers of its own,
but they are not adequate to do all the company's hauling,
so the company is compelled to use ccmmor carriers for a
certain percentage of its equipment hauls; that North
Carolina Equipment Company has used and will use Moss
Trucking Company or any other company that could give then
the gquickest service, but.for the most part Moss bhad been
unable to meet the time schedules imposed on North Carolina
Equipment by its customers; +that most of his company®s
experience with Home Transportation involves interstate
moves from outside the State of North Carolina into the
State of North Carolina and North Carolina Equipment has had
no intrastate experience with either Home Transportation
Company, Yarborough Transportation Company, Everett Truck
Lines, or Clarkson Brothers Machinery Haulers; that he
personally has never been approached by any of the
protestants seeking to secure hauling business of North
Carolina Equipment Company for themselves; and that in his
opinion there is a need for the services for Carolina Crane
Corporation to serve between points and places throughout
the State of North Carolina, such need being over and above
the existing, authorized service available to his company at
the present time; that his company uses common carriers for
approximately {0 to |5 percent of its movements, using its
own equipment or the customers equipment for the balance of
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the moves; that North Carolina Equipment Company's demands
on the common carriers are based upon dJdemands made upon
North Carolina Equipment by its customers, who, when they
wvant service, want such service almost instantaneously; that
Carolina Crane Coxrporation is presently hauling
approximately 508 of North cCarolina Equipment Company's
business that -moves by common carrier; that North Carolina
Equipment Company moves certain of its commodities by common
carrier between |00 and |50 times per year, approximately
half of which movements either originate or terminate in
Raleigh; that he would see no need for additional authorized
carrier service if his company was able to get service on
the day that it called for such service; that it is vital in
his business to be able to get mcving service on the same
day that it was called for; that to the Lest of his
knowledge, his company has never called on Carolina Crane
Corporation and failed to receive service the same day.

Mr. Gregory Poole, Jr., testified that he is President of
Gregory Poole Eguipment Company, with offices in Raleigh,
Wilmington, Washington and Edenton, North Carolina; that he
was present to testify on behalf of the Sales and Service
Department, Heavy Constructior Eguipment Division of Gregory
Poole Equipment Company; that his company has used the
moving services of Carolina Crane Corporation since Carolina
Crane entered the hauling business, and that such services,
within the scope of their present authority, have been very
satisfactory; that he was familiar with the restrictions on
the operating authority of carolina crane and that such
restrictions operate as an inconvenience to his company with
respect to the use which his conmpany wishes to make of
Ccarolina Crane's services; that his company uses Moss and C.
C. Mangunmn for intrastate hauls and Home, Gregory and others
for interstate hauls; that his company has had difficulty
obtaining transportation service for eguipment that does not
originate in or is not destined to Wake County; that in his
opinion, because of the demand of the construction industry
and contractors upon the equipment dealers of the state,
North Carolina is definitely entitled to have better heavy
comnodity hauling service from ccmmon carriers than it is
presently getting; that his company owns some of its own
hauling equipament, but is unable to furnish the numbers and
types of equipment needed to satisfy all its customers!
demands; that despite the enormous expense of new hauling
equipment, his company is considering puxchasing additional
sophisticated hauling equipment Lecause it cannot get the
service it needs from the presently authorized common
carriers of heavy commodities; that. in his ofinion the
available service of common carriers to haul heavy
commodities is inadeguate at the present time and has been
inadequate for at 1least ten years; that in his opinion
Everette Truck Lines does not have the special equipment
necessary to haul the heavy commodities sold by Gregory
Poole which its own equipment is wunable to handle; in
allocating its hauling business vhich cannot ke handled by
its own -equipment, his company awards the business to
whichever carrier can service the account the quickest; that
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his company is required to call cn common carriers to get
equipment moved some |00 tipes a year and of such |00 moves,
{S to 20 of them originate or terminate in Wake County; that
Gregory Poole Equipment Company's need for common carrier
service involved two separate aspects - one, the carrier to
be used must have the specialized, sophisticated equipment
needed to haul overweight, overheight, or "~ oversized 1loads,
and - two, the carrier to be chosen would have to have such
equipment available when required by Gregory Poole to meet
the needs of its customers; that the problem with the
present service available, except for Carolina Crane, wuas
meeting the 1latter of these two requirements; that the
objective of the carriers in their business is to maximize
the investment and get the maximum utilization out of their
equipment, but such objectives dc not meet the needs of
Gregory Poole and its customers; that 24 .bours is a
reasonable length of time for the common carriers to get a
piece of equipment moved after the initial request is made;
that loss Trucking Company has dcne a good joLk when Gregory
Poole could get them; that his ccmpany's experience with
Home Transportation Company has keen purely interstate; that
wvhen a customer calls upon his company to supply a piece of
equipment which cannot be supplied because of the lack of a
carrier; the prospective customer goes somewhere else to get
his equigment.

Mr. sStorey Hamilton, Manager c¢f Ccnstruction Procurenent
Services with Carolina Power & Light Company, testified that
he was the CP6L official responsible for expediting
construction eguipment, inventory and transfer of
construction equipment from one site to another site and for
warehousing and site procurement; that under his supervision
were a number of power plant constructicn projects underway
throughout the State of North Carolina in various 1locatiomns
such as Asheville, Roxboro, Lumberton, Moncure, New Bill,
Goldsboro, two sites in Wilmingtom, and Southport; that at
the various plant sites, there are general contractors to
wvhon he delegates the responsibility for the movement of
equipment from one job site tc another job site; that the
contractors, who use the common carriers toc a great extent
in getting the equirment moved from one job site to another
have experienced delays in the movement of equipment; that
some CP&L owned equipment has Leen moved by Carolina Crane
and the services performed by Carolina Crane were of good
quality; that it would be a convenience to CP&l and would
help to meet the need of CP&L for movement of equipment
between Jjob sites if the application of Carolina Crane vere
granted to expand its authority; that any delays in povement
of equipment from job site to job site was detrimental to
CP6L's efforts to maintain its construction program of new
plants on schedule so as to meet the needs of its utility
customers within the State of North Carolina; that CP&L does
not have or own the type of equipment that is required to
nove heavy construction equipment vwvhich it owns such as
cranes, bulldozers, etc.; that to the best of his knowledge,
the general contractors emgployed by CP&L have no heavy
commodity transportation equigment of their own; that
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because of its territorial restriction, CP&L has only been
able to use Carolina Crane for transgortation to or from its
New Hill, Wake County, construction site; that in his
opinion, a reasonable time for a carrier to have equipment
on the site to receive a particular shipment after receiving
the initial request from the shipper should be no more than
eight hours; that the general cobntractors entrusted by CP&L
with the responsibility of moving CPEL equipment from job
site to job site reported to him that the delays in such
moves were caused by the contractors inability to get
trucks, but that he did not know himself why the trucks were
not available; that of the |0 to |2 shipments per month
which CPEL contractors make of CFEL equipment, two or three
of such shipments are problem cases, involving delays of two
to three days; that CP&L eguipment has been moved by Moss
Trucking Company and in his ofpinion Moss is very capable,
reputable and competent; that in his opinion it would be in
the best interest of CP&L and its contractors to have
available as many common carriers as possible to move
equipment immediately; that the more specialized and
sophisticated trailer and heavy commodity hauling equipment
which is available, the more such availability would enhance
the possibility of CP&L meeting its construction schedule;
and, that it is important in North Carolina to have common
carriers with the type of equipment available to move the
heavy commodities promptly and efficiently.

Mr. John Burress, President of J. W. Burress, Inc., a
distributor of construction and industrial machinery from
offices in Raleigh, Winston-Salem and Charlotte testified
that his company had a twenty-five tcn lowboy trailer which
could handle most of their smaller equipment sold, but could
not handle loads that were oversized as to height, width or
weight; that his company, in addition to its sales progran,
is extensively engaged in the business of renting heavy
equipment and commodities to general contractors throughout
the State of North Carolina; that he is familiar with the
authority presently held by Carolina Crane Corporation and
has found Carolina Crane s