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Sir:
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period beginning January 1, 1982, and ending December 31, 1982.

The additional report provided under G.S. 62-17(a), comprising the
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1982 Annual Report of Orders and Decisions
of the

North Carolina Utilities Commission

Note: For General Orders, see end of Alphabetical Listing

Ace Transport, Ltd. - Final Order Overruling Exceptions and
Affirming Recormended Order Denying Application
T=1979, Sub 1 (2-12-82) siveeieeeecccccaascaseesscsocsosassssancsan

Aircare Cartage Company, S.K.H., Inc., d/b/a -Recommended Order
Cancelling Operating Authority (Contract Carrier Permit No. P=-375)
T=2123, SuD 1 (6-29-82) tveeseosescascassssesscscansssssasaascsansas

Anser-Quik Enterprises, Inc. - Recommended Order Granting Increase
in Rates and Charges Applicable to Intrastate Radio and Common
Carrier Service

P-110, Sub 15 (7=2=82) .ccieesccccccscsessaccsasscssosanscascosannsse

B & C Builders, Inc. - Recommended Order Requiring Improvements in
Water Utility Service in Olde Well Subdivision in Catawba County
W=697, SUD 1 (2-17-82) ticevevorocsssasscsssassasssccncsccscsssacsas

Baker Water Services, Inc. - Recommended Order Granting Temporary
Operating Authority to Provide Water Service in Country Club Estates
Subdivision, Richmond County, and Approving Rates

WeTS6 (T-18=82) ciecestoececacessccassssascscascssssosanascossscans

Bailey’s Delivery Service, William Sprite Bailey, d/b/a -
Recommended Order Cancelling Operating Authority (Contract Carrier
Permit No. P-348)

T-2024, Sub 1 (3=30=82) ceveeccesccsncasssassascassassosassasascnna

Bailey’s Utilities, Inc. - Recommended Order Granting Increase in
Rates and Requiring Improvements
W=365, Sub 12 (6-4-82) seuveeeetcacscscosessrscsscrsiossarsacassncs

Burrus, Alonzo, Jr. - Order Cancelling Certificate No. A-2U

A-Zu (5"3‘82) R N N R N RN NN

Cape Fear Utilities, Inc., et al. - Recommended Order Granting Rate
Increase
W-279, Sub 9 (1-11-82) .succvcerensncessascesarsccassnsannns T

Carolina Coach Company - Order Granting Partial Increase in Rates
B=15, Sub 186 (12-22-82) sveceecscosscssssssscssscsassosassassanssnne

Carolina Power & Light Company - Final Order
E-2, Sub 416 (2=12=82) .cuiciasersveososasscssassosasaasacsasasssnssse
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Carolina Power & Light Company - Final Order Overruling Exceptions
in Complajint of Mr. and Mrs. James Garland Barefoot and Affirming
Recommended Order

E-2, Sub U421 (2-23-B2) seecesenvesccccssacrencssssoscscsscscncssns

Carolina Power & Light Company -~ Order Approving Expansion of Water
Heater Control Program and Modification of Residential Interruptible
Rider No. 56D

E-2, Sub U35 (1-29-82) ...cvecvsscccccacssacccasscsacossancosansnnns
(Errata, 2-2-82) seiccecosccacocsrosacaccssoacsoncssosssascassosssanes

Carolina Power & Light Company - Order Approving Certain Fuel Costs
Accounting Methodology
E-2, Sub U0 (2-9-82) ..vececrecrcccnccscacscesascnnsssassossccascas

Carolina Power & Light Company - Order Accessing Rate of Return
Penalty and Granting Partial Increase in Rates

E-2, Sub HUU (9-2U=82) .ceveeecsccssanncsscocccnscosssoacncesaacsanssn
(Errata, 11-28=82) cicecseccccorocnsaosssnsesacarssssansanssccssosore

Carolina Power & Light Company - Order Approving Adjustment of Rates
and Charges Pursuant to G. S. 62-134{e)
E-2, Sub UHE (2+26-82) sececcesecscacsasssrosacsasssscascssacracacs

Carolina Power & Light Company - Recommended Order Denying Complaint

of Carroll R. Childress
E-2, Subd U487 (5-11-82) cvveesssvesscscsasasscssssosnsocscssescnsnns

Carolina Power & Light Company - Order Approving Amendment of
Nuclear Fuel Trust Financing
E-2, Sub 453 (6~17=82) ceeecscccssosacsacasossscaaasscasesssasssanse

Carolina Telephene and Telegraph Company - Order Granting Partial
Increase in Rates

P=Ty Sub 662 (Uab-82) cecveaescccscssccssesscsassssscsssascnvacsssns
(Errata, U=21-82) ceceicecocssascecscscsesncasssocossscscsscsscsssans

Carolina Telephone and Telegraph Company - Order Establishing
Extended Area Service in Johnston County
P=7, Sub 665 (8-11282) .scececeecscacssescacsoasssasosansoancsnssssas

Carolina Water Service, Inc., of North Carolina - Recommended Order
Granting Rate Increase
W=358, Sub 16 (1-12-82) tcceeeccrecccoscascasessacescccscscancnnsnes

Chimney Rock Water Works - Recommended Order Approving Additional
Assessment and Changing Designation of Trustee in Complaint of Ms.
Barbara Meliski, et al.

Wa102, Sud 6 (2-25-82) .ecceeccenssessssccsscscassascssacsossasnsns

Corriher Water Service, TIne. - Recommended Order Granting
Certificate to Provide Water Service in Tay-Mor, Sleca-Wa, and
Mountain Creek Shores Subdivision in Rowan County and Approving
Rates

W-233, Sub 9 (5-14-82) ciceccescssnccrcaccscacncosscscananssssoccce
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Hardy, Raymond Earl - Recommended Order Authorizing Removal and
Revocation of License Plates Pursuant to G.S. 62-278
T-1287, Sub 38 (5=19=82) ieceteccccocscacsessescaccscansiassassasas

Hazelwood Water Company, L. W. Shreve, d/b/a - Recommended Order
Approving Transfer of Franchise for Water Service from Hazelwood
Water Corporation and Approving Partial Rate Increase

WeT89 (5-19-82) cecesccrocsoronssccasescssssvacssnasscssrsoscsnsscss

Iredell Milk Transportation, 1Inc. - Recommended Order Granting
Authority to Transport Group 21, Liquid Corn Syrup, etc., in Tank
Trucks from Facilities of A. E. Staley Manufacturing Company at
Marion to Points in the State and Transportation of Vegetable 0ils
in Bulk, in Tank Trucks, from the Facilities of C & T Refinery,
Inc., at Charlotte to Points in the State

T~164T7, Sub 4 (3=8-82) .ceeuaveerescacssssoncasnsossssssncsacnansnns

Johnson, Jerry, Mobile Home Movers, Jerry T. Johnson and Wife, Helen
H. Johnson, d/b/a - Recommended Order Granting Authority to
Transport Mobile Homes Between Points and Places in Vance and
Franklin Counties

T=2218 (11=10282) ccecceccccsacescassosasocsasasensnsenansasssssass

Lexington Telephone Company - Order Granting Partial Increase in
Rates
P=31, Sub 110 (6-1%-82) ceececoccrsoorscsenssnsarasonscascscnnassans

M&S Corporation - Recommended Order Granting Partial Increase in

Rates
We625, Sub 2 (T=22=82) iceceveccsssescccossscscscssesscsossssnssanssse

Masonboro Utilities, Inc. = Recommended Order Approving Stock
Transfer Authorizing the Pledging of Stock and Assets and Requiring
Service Improvements in Complaint of Wanda L. Browning, et al.
W-623, Subs 1 and 2 (9-30-82) cececesrccrccactascsncocssoncccansnns

Mecklenburg Utilities, Inc. ~ Recammended Order Granting Partial
Increase in Rates
W=61T, Sub 2 (6-23-82) cisvvscnansvasnssnssntnisrssnsineennvedssnss

Mercer Environmental Corporation Recommended Order Granting
Increase in Rates
W-198, Sub 14 (Ue182B2) tiveveesccrcscsccssscscnsesnsncasesnsnsnnsns

Merritt Trucking Company, Inc. - Final Order Overruling Exceptions
and Affirming Recommended Order
T-2153, Sub 1 (3=10+82) tevesvecseoacascasrsaseaseasaascassasssossans

Mid-Carolina Telephone Company, Inc. - Final Order Granting Partial
Increase in Rates and Charges Applicable to Intrastate Telephone
Service

P-118, Sub 22 (6-2-82) sirissinsssnnnsinssassnssssnonivensaresinrons

Mid-Carolina Telephone Company, Inc. - Order Setting Rates
P-118, Sub 22 (6-17-82) civeeesrssctcsssassscasssssssccccassasssoas
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Duke Power Company and the City of Durham -~ Order Continuing
Restoration of Bus Service and Scheduling Hearing in Complaint of
Lavonda 'Bullock, Bonita Cates, Teresa Cates, Anne Sheppard, and
Durham Citizens Roundtable Coalition

B=209, Sub 25 2-23-82) ....cccceseccstcsscscrosescsnrsnsosesssnssnsans

Duke Power Company - Final Order Granting Partial Increase in Rates
and Charges
E-7, Sub 314 (2-11-82) scvenvencanscans S VR R

Duke Power Copmpany -~ Order Authorizing Sale of Catawba Nuclear
Station to Piedmont Municipal Power Agency
E-Ty Sub 325 (1=11=82) cececesecascccscesssossosevssscocssascascnsne

Duke Power Company - Recommended Order Granting Complaint of
Harold T. Fergus
E-7, Sub 329 (u-15-82) e00ctceccceccccccsschtscssscsssscsnrsnsbesee e

Duke Power Company - Final Order Ruling on Exceptions in Complaint

of Harold T. Fergus
E=7, Sub 329 (8-23-82) cecosesvssecsccccccccscoccesscrsestsosssnnses

Duke Power Company - Order Apporoving Adjustment of Rates and
Charges Pursuant to G. S. 62-13u(e)
E-T, Sub 335 (2-26-82) seveceosscssssescccoscasennssassoasassassscssns

Duke Power Company - Order Granting Partial Rate Increase
E-T, Sub 338 (11=1-82) .tccvecereresccsnscssesscssennssssssccscsssse

Duke Power Company - Recommended Order Granting Increase in Rates
and Charges
W-9’-l, Sub 9 (6-23-82) L N T

Electric Service Areas - Order Denying Petition of Larry C. Eaves,
et al., and Motions for Assignment and Confirming Present Service
ES-81, Sub 2 (2=5282) tteeccccsvcccescccccssccnssscassasssssassenns

Freedom Acres Water System, Troutman Enterprises of Concord, Inc.,
d/b/a - Recommended Order Granting Temporary Operating Authority to
Furnish Water Service in Freedom Acres Suddivision, Cabarrus County,

and Approving Rates
W=T57 (T=2=82) tectecevccososessssosncsssssascasaasnssssssasssscnas

Freeman, Henry Louis - Recommended Order Denying Application
T=2197 (7=23=82) cetseerccssaascacoanartssatsstonsscscnassnccansnene

General Telephone Company of the Southeast -~ Recommended Order
Denying Complaint of Ellen Covey and J. H. Casseday, et al.
P~-19, Sub 188 (6-23-82) ceceecsescsesstosessocsccscoscsacscscscssans

General Telephone Company of the Southeast - Final Order Overruling

Exceptions and Affirming Recommended Order
P-19, Sub 188 (B-17-82) .ccececencsrscncovsoassccscsacsocssasscsssne
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Mid South Water Systems, Inc., - Recommended Order Granting Rate
Increase
W-720, SUD 5 (6=3-82) .tetveececcsccccccccacaasssasssssssasrosnasssne

Mid South Water Systems, Inc. -~ Recommended Order Approving
Franchise Transfer from Beachwood Distribution Company, Inc., and
Approving Rate Increase

W=T20, Sub 6 (B6=3-82) seeeeecsnoecsnrsssaccocascccassssssscansncrane

Nantahala Power and Light Company -~ Order Increasing Rates and
Requiring Refund
E-13, Sub 35 (6-8-82) (Errata, 6-9-82 Not Printed)eeescscscsrecscss

Norfolk Southern Railway Company - Final Order Overruling Exceptions
and Affirming Recommended QOrder
R-U4, Sub 139 (2-19=82) tcveececcaccnassacssasesassscsoscsesssansasna

North Carolina Natural Gas Corporation - Recommended Order -
Regulated Companies to Amend Tariffs, Rates, and Regulations
G-21, Sub 177, and G-100, Sub 24 (4~30-82) .vveseccsncccscssccnrons

Observer Transportation Company -~ Recommended Order Granting
Increase and Approving Tariff Filing
T-107, Sud 15 (U=5-82) .eceueceacverorssssssscssassssssasssasoncnns

Osteen, David H. - Recommended Order Approving Transfer of Water
Utility System Serving Woodland Trace Subdivision to City of
Hendersonville

W=TAU N (B=—30=82) ¢ alc e/aloiels/sle/alals|slsisie s/slos/als slslalels|s als|e\olslsle/s/sls s oalels/a s s s s /s e's

Owen Hill Utilities Corporation - Recommended Order Granting
Complaint of Mrs. James Worth Thompson, Sr., Requiring Improvements
and Requiring Compliance with Commission Rules R1-32 and R7-12
W-U37, Sud 2 (B-12~82) ,seceassccrcosensssassrarssssansanassasnanans

Pennsylvania and Southern Gas Company - Order Eliminating
Exploration and Development Surcharge
G=3y Sub 109 (7~T=82) .uivereeesacctoavsscsocssrocsncsscascssronncss

Piedmont Natural Gas Company, Inc. - Order Granting Partial Rate

Increase
G-9, Sub 212 (2-2-82) civececccccrscccaccctancossossosasacsasaarsose

Piedmont Natural Gas Company, Inc. - Order Granting Partial Increase
in Rates and Charges
G=9, Sud 219 (11-30=82) +uivceecceaccsesosscssasssesvsosacssnssscsncs

Pinehurst, Incorporated - Recommended Order Requiring Water and
Sewer Service to Linden Associates in Complaint of George D.
Anderson, dJr., J. Forrest Joyner, H. Barry Leslie, and W. Y. Alex
Webdb, t/a Linden Associates

W-6, Sub 9 (2-8-82) seecreecsccnccaacncccsssscacsasnsesrsonsacsancs
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Price, Larry F. - Recommended Order Denying Application to Transport
Group 21, Motor Homes, Statewide
T=2162 (7=8-82) ccevsnsccarcsscrscssoccssscssrsronstscsscsssoscssssse

Public Service Company of North Carolina, Inc. -~ Order Granting
Partial Increase in Rates i

G-5, Sub 166, and G-5, Sub 168 (5-18-82) .eeeeecserscsssscsssccaces
(Errata, 5=18=82) cceseecssessscscesscssascasccosscsccscacssassenses

Rates Truck - Order Reducing Fuel Surcharge for General Commodity
Carriers
T-825, Sub 248 (6=14-82) sevecevsiscoscscosssoracssanssasasoancansas

Riverview Utilities, Inc. - Recommended Order Granting Certificate
to Provide Water Service in Riverview North Subdivision in Wake
County and Approving Rates

W=75BRN((6=17=82)BNaITelelelels ofe o elelololelo]el=le e o]ole c]o o eloles ool elo]e lc = sI=|c sle[ole]a slelo]e

Roach, L. W., Co. - Final Order Overruling Exceptions and Affirming
Recommended Order Denying Application
Te2148 (2-25-82) evuscsecosessassacscsssacessscasssccsassanasssvane

Seaboard Coast Line Railroad Company - Recommended Order Granting
Authority to Retire Team Track and Discontinue Mobile Agency Station
at Rocky Point

R=T1, Sub 112 (6=28-82) s.evesesccscsescoonaccccasossscsscnsssesaes

Seashore Transportation Company =~ Recommended Order Approving
Increase in Rates and Charges
B=79,; Sub 22 (11-2-82) ceeesesceccsossesserocsnssssoscsssascansnsss

Service Telephone Company - Recommended Order Granting Partial
Increase in Rates

P-60, Sub 45 (10=19=82) tuvievevcrancesccsosaasssccassctossscscnnse
(Order of Clarification, 11-3=82) .eecsecscsorosessscccscsccscscnnses

Southern Bell Telephone and Telegraph Company - Order Affirming
Recommended Order Requiring EAS Between Subscribers of Locust
Exchange and Certain Other Exchanges in Stanly County and Overruling
and Denying Exceptions

P=55, Sub TT6, (1-25=82) .seccesssccancsancsoscassscccccnnssscncnsees

Southern Bell Telephone and Telegraph Company - Notice of Decision
and Order on Rates and Charges Applicable to Intrastate Service
P=55, Sub 794 (3-3-82) cctseccceccrssrcccessccsssesusconcssscncccane

Southern Bell Telephone and Telegraph Company - Final Order Granting
Partial Increase in Rates
P-55, Sub T4 (U4-9-82) seiceesersesnscsssassassersancosscanscssnsane

Southern Railway Company - Recommended Order Granting Petition for
Authority to Remove Side Track at Asheville
R-29, Sub 331 (3-2-82) secevsescrsaseesonsccasorssnsnsnsssssessases
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Southern Railway Company - Recommended Order Granting Petition to
Remove Side Track Nos. 154-4 and 154-5 at Shelby
R-29, Sud 345 (Uu18-82) cuiceeensennccncncccasesssosanssosassassssens

TET Utility Company, Inc. - Recommended Order Granting Certificate
to Provide Sewer Utility Service in Dunescape Villas in Carteret
County and Approving Rates

W=759 (B=1T=82) ceceeecectessceasocssessstosesoctaccscnccsssaccnnes

Tharrington Brothers, Ernest Broughton Tharrington and Early Pugh
Tharrington, d/b/a - Recommended Order Granting Application in Part
to Transport Group 21, Mobile Homes, Between all Points and Places
in the Counties of Wake, Durham, and Franklin

T=2185 (9-9-82) civecescosessososscrsscscoscscscascsnsnaasessasnsos

Tidewater Transit Company, Inc. - Recommended Order Granting
Application in Part to Transport Liquid Fertilizer, etc., in Tank
Trucks, Between all Points and Places in the State

T-380, Sub 20 (B-11-82) .cuvesececccccccccsesassascassssssccnassass

Touch and Flow Water System, W. E. Caviness, d/b/a/ - Recommended
Order Denying Transfer of Certificate of Public Convenience and
Necessity

W=-201, Sub 27 (6-18=82) tieeeesccccccscssassssancsccscscsnssasansnnse

Trailways Southeastern Lines, Inc. - Order Granting Partial Increase
in Rates
B-69, Sub 133 (9=1-82) sicceecccsccoasacsrovesssasasssscsssssssccns

Trailways Southeas<ern Lines, Inc. - Order Approving Tariffs
B-69, Sub 133 (10-8282) cecescssccosccsssssssnscnccsosossosssscscnss

Vickers, C. L., Transfer, Inc. - Order Granting Authority to
Transport Group 21, Crushed Scrap Glass in Dump Trailers, from
Scotland County to all Points in the State

T=933, Sub 1 (3=10-82) .cceeceesesoscescsacsscsascassssscnassarenns

Virginia Electric And Power Company -~ Order Granting Partial
Increase in Rates
E=22, Sub 265 (B=26-82) .ucreecsesscccsctossccccocsensvannsvonsascas

Virginia Electric and Power Company - Order Approving Adjustment of
Rates and Charges Pursuant to G. S. 62-134(e)
E-22, Sub 267 (2-26-82) c.ueecsscccscsisccsssascecccccsccscsscracas

Virginia Electric and Power Company - Order on Motion to Reconsider
or Stay, or in the Alternative to Modify Order of November 24, 1982
E-22, Sub 272 (12-9=82) tecevrcescaccscsosassosasoscccscssncsansersns
(Errata, 12-10-82) ceeecncoesocossntasarsensscscecsccssasssosvacascnse

Virginia Electric and Power Company - Order of Summary Judgment in

Complaint of the Town of Tarboro
E=22, Sub 272 (12-21=82) tccesevescsosccncssscscsassasssascacsasnanns
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Westco Telephone Company ~ Order Granting Partial Rate Increase
P=78, Sub 50 (11=30=82) secsereasoasoscssssosccsacsscssassannsosoans

Western Carolina Telephone Company - Recommended Order Denying
Complaint of Mrs. Marie Leatherwood
P-58, Sub 120 (1-21-82) .ivceicceatoososaccossacncasssasnaassnnnsnne

Western Carolina Telephone Company -~ Order Granting Partial Rate
Increase
P-58, Sub 124 (11-30~82) ce.cereccssccsassscascscaassanccsssscaansas

Western Union Telegraph Company - Recommended Order Granting ‘Rate
Increase Applicable to Intrastate Telegraph Service
WU-110 (5-19-82) .tceccrcscnscsecscsscsasccscsscscssscscancssnssnsase

Western Union Telegraph Company - Order Cancelling Tariff North
Carolina Utilities Commission No. 1 and Intrastate Deregulation of
Western Union Telegraph Company

WU=111 (B-3-82) seueecerceeccoscascaocnseasocnssaacrsncsnsasssnsses

Willis, Alger G., Fishing Camps, Inc. - Recommended Order Granting
Authority to Transport Passengers

A=27 (5425-82) teeceecesscicsccencesoceccsccscscantncsaccacssnsosens

Willis, Alger G., Fishing Camps, Inc. - Final Order Adopting
Recommended Order

A=2T (5=25-82) ticescerorvococnrenconcerrossnassssstaasccsosasassnse

GENERAL ORDERS
General

M-100, Sub 58 - Order Modifying NCUC Form E-1 Rate Case Information
Report - Electric Companies (2=3-82) ticeeieccecescessascscaansanes

M-100, Sub 58 - Order Modifying NCUC Form G-1 Rate Case Information
Report - Gas Companies (2-3=82) .eeescsccvsesoccscososcscssascssasns

M-100, Sub 58 - Order Modifying NCUC Form P-1 Rate Case Information
Report - Telephone Companies (2-3=82) ceeecevevcessrvsosssccnnncsens

M-100, Sub 68 - Order Amending Rule R2-U8 (2-5-82) .veevcevrenncnss
M-~100, Sub 68 - Order Amending Rule R3-9 (2-5-82) .¢vecevcsscccccss

M-100, Sub 85 - Recommended Order Exempting Animal and Poultry Feed
from Regulation (Rule R2-52) (1-28-82) svcceecscecsccancsancssnns

M-100, Sub 88 - Order Modifying Rule R1-17(a) (2-17-82) .tceeveeses
(Errata, 2-19=82) ..ceeecasvsocacaassassacssssscacsasacsssasossesos

M-100, Sub 90 - Recommended Order Establishing Cost-Study Groups for
the SMCRC, NCMCA, and MCTA (4-21-82) ..uccvesesssacssncsscsnsnnnans

viii
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M-100, Sub 90 - Order Denying Motion and Extending Effective Date of
Recommended Order of April 21, 1982 (5-4-82) teteeccenascactacascnse

M-100, Sub 91 - Order Revising Rule R2-86 (6-7-82) ..ccccsecccrease
M-100, Sub 94 - Order Amending Rule R2-65 (11-9-82) .ieceeseeccccas
Electriclity

E-100, Sub 39 - Order Allowing Participation in Excess Property
Insurance Program (3-3<82) ..icececcscccescsearssssesscsscesssansase

E-100, Sub Y0 ~ Order Adopting Updated Forecast and Plan for Meeting
Long-Range Needs for Electric Generating Facllities in North
Carolina ~ 1980/81 (4-20-82) ..ceeeecsaceaseassssssacscssssnsasnnca
E-100, Sub 41 - Recommended Order on Wheeling of Power (1-11-82) ..

E-100, Sub 41 - Order Allowing Company to Receive Capacity Credits
as Defined in Docket No. E-100, Sub 41 (T=14-82) seeevcorssossssnse

E-100, Sub 41 - Order of Effective Date of Recommended Order of
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DOCKET NO. M-100, SUB 58
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Amendment to NCUC Form E-1 ) ORDER MODIFYING NCUC FORM E-1 RATE
Rate Case Information Report ) CASE INFORMATION REPORT - ELECTRIC
) COMPANIES

BY THE COMMISSION: It having come to the attention of the Commission that
certain problems existed in the internal distribution of information contained
in NCUC Form E-1, Rate Case Information Report, the Commission regquested that
a review of the minimum needs and requirements of the Commission and the
Public Staff be conducted with respect to the number and content of copies of
the General Rate Case Information Report. The review has now been completed
and clearly shows that the needs and requirements of the Commission and the
Pudlic Staff have changed significantly. Therefore, the Commission is of the
opinion that the NCUC Form E-1 General Instructions should be amended to
reflect current requirements.

IT IS, THEREFORE, ORDERED as follows:

1. That all references as to the number of copies required in NCUC
Form E-1 Section C shall hereby be deleted.

2. That NCUC Form E-1, Section B General Instructions Rate Case
Information Report should be modified to include the following item:

7. The Company shall file its response in accordance with Rule
R1=5. However, the total number of sets of data required shall be
thirty (30). Further, the number of copies required of each
individual data response item and the organization of each set of
data shall be as listed below:
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The number of copies of each data request item required is as follows:

Ttem Copies Item Copies Item Copies
No. Required No. Required No. Reguired
1 14 25 14 ug 13
2 6 26 14 49 13
3 14 27 16 50 13
4 11 28 11 51 16
5 15 29 16 52 16
6 12 30 14 53 16
i 16 3N i 54 15
8 11 32 2 55 0
9 12 33 16 56 y

10 14 34 16

11 13 35 12
12 11 36 1
13adb 1 37 13
13a8 5 38 11
13a9 5 39a,b,d,e,f 9
14 14 39¢1 1
15 16 39c2 5

16 13 40db,c,d 1
17 16 40a 13

18 12 LY 14

19 14 42 L]

20 15 43 1

21 1 44 14

22 n 45 L}

23 " ) 12

2 9 u7 12

The content of each set provided should be the following:

Set 1 May exclude the following items:
32’ 39¢1
Set 2 May exclude the following items:

2, 13a8, 139, 24, 31, 32, 39c1, 39c2, 56

Set 3 May exclude the following items:
32, 39¢1, 56

Set 4 May exclude the following items:
32, 39abdef, 39c1, 39c2

Set 5 May exclude the following items:
2, 13a8, 13a9, 31, 32, 39c1, 39¢c2, 56

Set 6 May exclude the following items:
2, 13a8, 13a9, 32, 39ct, 39c2, 56

Set 7 May exclude the following items:
2, 13a8, 13a9, 24, 31, 32, 39ci, 39c2, 56
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Set 8 May exclude the following items:
32, 35, 39abdef, 39c1, 43, 46-50

Set 9 May exclude the following items:
31, 32, 35-38, 39abdef, 39c1, 39c2, 43, 45-50

Set 10 May exclude the following items:
2, 13a8, 13a9, 21', 31, 32, 35-37, 38, 39abdef’, 39¢1, 39c2,
40a, 43, 45-50, 56

Set 11 May exclude the following items:
y, 6, 8-10, 12, 13ab, 13a8, 13a9, 18, 22-24, 28, 56

Set 12 May exclude the following items:
2, 4, 6, 8, 9, 10, 12, 13ab, 13a8, 13a9, 18, 22-24, 28, 31,
32, 39c1, 56

Set 13 May exclude the following items:

1-6, 8, 9, 11-14, 16, 18, 19, 20-26, 28, 30, 38-4u4, 56

Set 14 May exclude the following items:
1-4, 6, 8, 9, 11-14, 16, 18, 19, 22-26, 28, 30-32, 37-u44,
46, 47, sS4, 56

Set 15 May exclude the following items:
2, 4, 8, 11-13a9, 16, 21-23, 28, 31, 32, 35, 38-39, 56

Set 16 May exclude the following items:
2, 13a8, 13a9, 31, 32, 39¢(1), 39c(2), 56

Sets 17-30 Shall include a copy of the application, testimony and
exhibits only

Note: Sets 1-16 shall also include a copy of the application, testimony
and exhibits. Additionalliy, Item 55 shall be excluded from all sets.

ISSUED BY ORDER OF THE COMMISSION.
This the 3rd day of February 1982.

NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk

DOCKET NO. M-100, SUB 58

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Amendment to NCUC Form G-1 )  ORDER MODIFYING NCUC FORM G-1 RATE
Rate Case Information Report ) CASE INFORMATION REPORT - GAS COMPANIES

BY THE COMMISSION: It having come to the attention of the Commission that
certain problems existed in the internal distribution of information contained
in NCUC Form G-1, Rate Case Information Report, the Commission requested that
a review of the minimum needs and requirements of the Commission and Public
Staff be conducted with respect to the number and content of copies of the
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General Rate Case Information Report. The review has now been completed and
clearly shows that the needs and requirements of the Commission and the Publie
Staff have changed significantly. Therefore, the Commission is of the opinion
that the General Instructions contained in the NCUC Form P-1 General
Instructions should be amended to reflect current requirements.

IT IS, THEREFORE, ORDERED as follows:

1. 'That all references as to the number of copies required in NCUC Form
G-1, Section C shall hereby be deleted.

2. That NCUC Form G~1, Section B - General Instructions Rate Case
Information Report should be modified to include the following item:

8. That the Company shall file its response in accordance with Rule
R1-5. However, the total, number of sets of data required shall be
twenty-seven (27). The number of copies required of each individual
data response item and the organization of each set of data shall be as
listed below:

The number of copies of each data request item are as follows:

Item Copies Item Copies

No. Required No. Required
1 14 25 14
2 6 26 12
3a 12 27 15
3b,c 14 28 1
Yy 12 29 16
5 13 30 14
6 12 31a 13
7 13 31b,c,d 14
8 13 32 14
9 12 33 14
10 15 34a,b,c 13

1 1% 34d 14
12 14 35 14
13ab 11 36 15

13a8 5 37 0
13a9 5 38 4
it 1

15 14

16 13

17 14

18 12

19 12

20 14

21 14

22 1"

23 1"

24 13



The

Set

Set

Set

Set

Set,

Set

Set

Set

Set

Set

Set

Set

Set

Set

Set

Sets 16-27
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content of each set provided should be the following:

1

2

10

11

12

15

Note:

and exhibits.

Shall include all items

May exclude

the following items:

2,13a8, 13a9, 24, 38

May exclude

the following items: 38

Shall include all items

May exclude

the following items:

2, 13a8, 13a9, 38

May execlude

the following items:

2, 13a8, 13a9, 38

May exclude

the following items:

2, 13a8, 13a9, 24, 38

Shall include all items

May exclude
13a8, 13a9,

May exclude
2, 3a, 4.7,

May exclude
2, 3a, u‘7v

May exclude

May exclude

the following items:
31a, 34a, 3Ub, 34c

the following items:
9, 13ab, 13a8, 13a9, 18, 19, 22, 23, 26, 28, 38

the following items:
9, 13ab, 13a8, 13a9, 18, 19, 22, 23, 26, 28, 38

the following fitem: 38

the following items:

1-3abe, 6, 8, 9, 13-23, 25, 26, 28, 30-35, 38

May exclude the following items:

2, 4, 8, 11-

May exclude

13a9, 16, 22, 23, 28, 38

the following items:

2, 13a8, 13a9, 38

Shall include a copy of the application, testimony and
exhibits only

Sets 1-15 shall also include a copy of the application, testimony
Additionally, Item 37 shall be omitted from all

ISSUED BY ORDER OF THE COMMISSION.
This the 3rd day of February 1982.

(SEAL)

NORTH CAROLINA UTILITIES COMMISSION
Sandra J. Webster, Chief Clerk
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DOCKET NO. M-100, SUB 58

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Amendment to NCUC Form P-1 Rate ) ORDER MODIFYING NCUC FORM P-1
Case Information Report )  RATE CASE INFORMATION
Section B General Instructions } REPORT - TELEPHONE COMPANIES

BY THE COMMISSION: It having come to the attention of the Commission that
certain problems existed in the internal distribution of information contained
in NCUC Form P-1, Rate Case Information Report, the Commission requested that
a review of the minimum needs and requirements of the Commission and the
Public Staff be conducted with respect to the number and content of copies of
the Rate Case Information Report required. The review has now been completed
and clearly shows that the needs and requirements of the Commission and the
Public Staff relating to such data responses have changed significantly.
Therefore, the Commission is of the opinicn that the General Instructions
contained in NCUC Form P-1 should be amended to reflect current requirements.

IT 1S, THEREFORE, ORDERED as follows:

1. That NCUC Form P-1 Section B - General Instructions Rate Case
Information Report Item 9 should be modified to the following:

9. The company shall file its response in accordance with Rule R1-5.
However, the total number of sets to be filed shall be twenty-nine (29). The
number of copies required for each individual data response item and the
organization of each set of data shall be as listed below:
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The number of copies of each data request item required is as follows:

Jtem

No

13a
13a
13a
13b
14
15
16
17
18
19
20

The
Set

Set

Set

Set

Set

Set

Set

. R

1-8
9
10

content of

Copies

equired

16

5
1
16
n
L
L
L}
13
14
13
15
13
16

5

5
13
16
1
15
14
12
14
14

Item Copies Item
No. Required No.
21 16 40d,e,f
22 16 41a
23 13 B1e
24 16 41v,d
25 11 42
26 16 43
27 13 Ly
28 16 45
29 S 46
30a 1 47
30b 7 L8

31a-f 13 49
31g 6
32 13
33 13
34 7
35 9
36a 16
36b 9
37 16
38 7
39 9
40a,d,c 5

each set provided should be the following:

Shall include a

11 items

May exclude the following items:
2’ 1339, 13310, 25, 29’ 30b, 318, 3“-35) 36b, 38—39, uoa’

4ob, uOc, 41a,

Shall include a
Shall include a
May exclude the
2, 13a9, 13a10,
40c, 41a, 41c

May exclude the
2, 13a9, 13a10,
40e, M1a, 4ic

May exclude the

40b, Y40e, W1a,

41c
11 items

11 items

following items:

29, 30b, 318, 3“-35,

following items:

29, 30b, 31g, 34-35,

following items:
2’ 1339, 13310, 25’ 29, 3°b) 318, 31"‘351 36b1 38—39) uoal

41c

Copies

Required

13
5
5

13

13

13

16

13

16

16

16

16

36b, 38-39, 40a, LOb,

36b, 38-39, 40a, u0b,
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Set 8 Shall include all items

Set 9 May exclude the following items:
25, 30b, 3ig, 34, 35, 36b, 38-39, 40a, U40b, 40c, H#ia, 41e

Set 10 May exclude the following items:
2, 13a9, 13a10, 25, 29, 30b, 31g, 34, 35, 36b, 38-39, 40a,
40b, UOc, 412, 41e, 45

Set 11, 12 May exclude the following items:
2, 3a, 410, 12, 1319, 13a10, 13b, 15, 17-20, 23, 27, 29-34,
38, 40-43

Set 13 May exclude the following items:

2, 4, 13a9, 13a10, 18, 25, 29, 40a, 40b, 40c; 41a, 41c, 45

Set 14 May exclude the following items:
2, 4, 10, 13a9, 13a10, 18, 29, 45

Set 15 May exclude the following items:
2, 4, 8, 11, 12, 13a9, 13a10, 13b, 16, 23, 27, 29, 31a-f,
31g, 32-33, 40-43

Set 16 May exclude the following items:
2, 13a9, 13a10, 29, 30b, 31g, 34-35, 36b, 38-39, 40a, 40b,
40c, 41a, HBic

Sets 17-29 Shall include a copy of the application, testimony and
exhibits

Note: Sets 1-16 shall also include a copy of the application, testimony
and exhibits.

ISSUED BY ORDER OF THE COMMISSION.
This the 3rd day of February 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk

DOCKET NO. M-100, SUB 68
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Revision of Rule R2-48 of the Commission’s ) ORDER AMENDING
Motor Carriers Regulations Relating to the ) RULE R2-48
Classification of Motor Carriers )

BY THE COMMISSION: The North Carolina Utilities Commission acting under
the power and authority delegated to it for the promulgation of rules and
regulations hereby adopts Amendments to its "Rule R2-U48. Accounts; Annual
Reports.” These Amendments which are set forth in Exhibit A attched hereto
revise Rule R2-48 to incorporate revisions adopted by the ICC effective
January 1, 1980, changing revenue requirements for Class I, Class II and
Class III common and contract carriers of passengers and freight. The purpose
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of the amendment is to avoid confusion and inconsistency which arises when the
ICC and the NCUC have different revenue classifications. The Amendment will
allow motor carriers regulated by both this Commission and the ICC to
duplicate the annual report filed with the ICC for filing with the NCUC.
Furthermore, the Commission believes the present ICC revenue classifications
are reasonable and should be adopted as its own.

IT IS, THEREFORE, ORDERED as follows:

1. That Exhibit A attached hereto is adopted as an Amendment to Rule
R2-48.

2. That all motor carriers of passengers and motor carriers of freight
regulated by the North Carolina Utilities Commission and the Interstate
Commerce Commission shall be allowed to file with this Commission a duplicate
of the annual report it files with the ICC.

3. That a copy of this Order be mailed to all Class I, Class II, and Class
III railroads regulated by this Commission.

ISSUED BY ORDER OF THE COMMISSION.
This the 5th day of February 1982.

NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk

RULE R2-48. 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, who operate under the
Jurisdiction of this Commission purswant to the Public Utilities Act or
through the Commission’s authority to fix rates and charges. (G.S. 62-260,
subsection (b)).

For purposes of annual, other periodical and special reports commencing
with the year beginning January 1, 1980, and thereafter until further ordered,
common and contract carriers of passengers subject to the North Carolina
Utilities Commission’s jurisdiction will assume their classification according
to the most current dollar amounts in effect and prescribed by the Interstate
gommerce Commission. Classifications in effent as of January 1, 1980, are as

ollows:

CLASS 1I: Carriers having annual carrier operating revenues (including
interstate and intrastate) of $3 million or more.

CLASS II: Carriers having annual carrier operating revenues (including
interstate and intrastate) of $500,000 but less than $3 million.

CLASS III: Carrlers having annual carrier operating revenues (including
interstate and intrastate) of less than $500,000.

The class to which any carrier belongs shall be determined by annual
carrier operating revenue by the following manner and procedure:
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(1) If at the end of any calendar year or of 13 four-week periods,
such annual carrier operating revenue is greater than the maximum
for the class in which the carrier is classified, the carrier
shall adopt the accounting and reporting requirements of the
higher class in which it falls. For Class III carriers, adoption
of Class II classification shall be effective as of January 1 of
the following year. For Class II carriers, adoption of a higher
classification shall be effective as of January 1 of the second
succeeding year after the carrier meets the minimum revenue limit
for Class I.

(2) If at the end of a calendar year, or accounting year of 13
four-week periods, a carrier’s annual operating revenue is less
than the minimum of the class in which the carrier is classified,
and has been for three consecutive years, the carrier shall adopt
the accounting and reporting requirements of the lower class in
which the current year revenue falls. Adoption of the 1lower
class shall be effective as of January 1 of the following year.

(3) carriers shall notify the Commission by letter of any change in
classification by October 31 of each year.

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

(5) When a business combination occurs, such as a merger,
reorganization, or consolidation, the surviving carrier shall be
reclassified effective January 1 of the next calendar year on the
basis of the combined revenue for the year when the combination
occurred.

(6) In wunusual circumstances, such as partial 1liguidation and
curtailment or elimination of contracted services, where the
classification regulations will unduly burden the carrier, the
carrier may request the Commission for an exception to the
regulations. This request shall be in writing specifying
conditions Jjustifying an exception.

(b) The Uniform Systems of Accounts adopted by the Interstate Commerce
Commission are hereby prescribed for use of Class I, Class 1I, and eclass III
Common and Contract Motor Carriers of Freight, who operate under the
Jurisdiction of this Commission prusuant to the Public Utilities Act or
through the Commission’s authority to fix rates and charges. (G.S. 62-260,
Subsection (b)).

For purposes of accounting and reporting regulations, commencing with the
year beginning January 1, 1980, common and contract carriers of property
subject to the North Carolina Utilities Commission’s jurisdiction will assume
their classification according to the most current dollar amounts in effect and
prescribed by the Interstate Commerce Commission. Classifications in effect as
of January 1, 1980, are as follows:
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CLASS I: Carriers having annual carrier operating revenues of $5 million
or more.

CLASS II: Carriers having annual carrier operating revenues of $1 million
but less than $5 million.

CLASS III: Carriers having annual carrier operating revenues of less than
$1 million.

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

(1) If at the end of any calendar year, or accounting year of 13
four-week periods, such annual carrier operating revenue is
greater than the maximum for the class in which the carrier is
classified, the carrier shall adopt the accounting and reporting
requirements of the higher class in which it falls. For Class II
carriers adoption of Class I classification shall be effective as
of January 1 of the following year. For Class III carriers
adoption of a higher classification shall be effective as of
January 1 of the second succeeding year.

(2) 1f at the end of any calendar year, or accounting year of 13
four-week periods, a carrier’s annual carrier operating revenue
is less than the minimum of the class in which the carrier is
classified, and has been for three consecutive years, the carrier
shall adopt the accounting and reporting requirements of the
lower class in which the current year revenue falls. Adoption of
the 1lower class shall bte effective as of Januvary 1 of the
following year.

(3) Ccarriers shall notify the Commission by letter of any change in
classification by October 31 of each year.

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

(5) When a business combination occurs, such as a merger,
reorganization, or consolidation, the surviving carrier shall be
reclassified effective January 1 of the next calendar year on the
basis of the combined revenue for the year when the combination
occurred.

(6) In wunusual circumstances, such as partial 1liquidation, and
curtailment or elimination of contracted services, where the
classification regulations will unduly burden the carrier, the
carrier may request the Commission for an exception to the
regulations. This request shall be in writing specifying the
conditions justifying an exception.

(c) Special provisions for carriers with household goods operations include
the following:
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(1) For purposes of accounting and reporting revenues and expenses,
the revenues of common and contract motor carriers of property
that have household goods operations are categorized as follows:

(a) Instruction 28B (household goods)
(b) Instruction 27 and 28a (general commodity and other)

Each category of revenue is then classified in accordance with the dollar
revenue limits prescribed in the definitions of Class I, II, and III above and
shall be classified in accordance with subsections (b) (1) - (6) above. When
a carrier has both household goods and general commodity and other revenue,
each category shall be classified (I, II, or: III) to determine the accounting
and reporting regulations 'which pertain to that category.

(2) If a carrier grouped as a Class I or Class II carrler in
accordance with this section has operations in both categories in
subsection (c) (1) above, and one of the categories is classified
as Class III, such revenues and expenses shall be accounted and
reported in accordance with the regulations pertaining to the
Class I or Class II category.

(3) 1If a carrier grouped as Class II in accordance with this section
has operations in both categories and both categories are grouped
as Class III in accordance with this section, such revenues and
expenses shall be accounted and reported in accordance with the
regulations pertaining to the category with the larger annual
gross carrier operating revenues.

DOCKET NO. M~100, SUB 68
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Revision of Rule R3-9 of the Commission’s Railroad ) ORDER AMENDING
Regulations Relating to the Classification of ) R3-9
Railroads )

BY THE COMMISSION: The North Carolina Utilities Commission acting under
the power and authority delegated to it for the promulgation of rules and
regulations hereby adopts Amendments to its "Rule R3-9. Accounts; Annual
Reports." These Amendments which are set forth in Exhibit A attached hereto
revise Rule R3-9 to incorporate revisions adopted by the ICC effective
January 1, 1980, changing revenue requirements for Class I, Class I and Class
ITI railroads. The purpose of the amendment 1s to avoid confusion and
inconsistency which arises when the ICC and the NCUC have different
classifications. The Amendment will allow railroads regulated by both this
Commission and the ICC to duplicate the annual report filed with the ICC for
filing with the NCUC. Furthermore, the Commission believes the present ICC
revenue classifications are reasonable, and should be adopted as its own.

ISSUED BY ORDER OF THE COMMISSION.
This the 5th day of February 1982.

NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk
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SXHIBIT A
RULE R3-9. 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
Railroads which operate under the Jjurisdiction 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) For the purpose of annual, other-: periodical and special reports,
commencing with reports for the year beginning January 1, 1980, and thereafter
until further ordered, operating carriers by railroad subject to the North
Carolina Utilities Commission’s Jurisdiction will assume their classification
according to the most current dollar amounts in effect; and prescribed by the
Interstate Commerce Commission. Classification in effect as of January 1,
1980, are as follows:

Class I: Carriers having annual carrier operating revenues of $50 million
or more.

Class II: Carriers having annual carrier operating revenues of $10 million
but less than $50 million.

Class III: Carriers having annual carrier operating revenues of less than
$10 million.

(c) (1) The class to which any carrier belongs shall be determined by
annual carrier operating revenue. If at the end of any calendar
year such annual carrier operating revenue is greater than the
maximum for the class in which the carrier is classified, the
carrier shall adopt the accounting and reporting requirements of
the higher class in which it falls. Carriers shall adopt a higher
classification effective as of January 1 of the following year.

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

(3) CcCarriers shall notify the Commission by letter of any change in
classification by October 31 of each year.

(4) Newly organized carriers shall be classified on the basis of their
annual carrier operating revenues for the 1latest period of
operation. If actual data are not available, new carriers shall
be classified on the basis of their carrier operating revenue
known and estimated for a year.

(5) When a business combination occurs, such as a merger,
reorganization, or consolidation, the surviving carrier shall be
reclassified effective January 1 of the next calendar year on the
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basis of the combined revenue for the year when the combination
occurred.

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

(e) 1In applying the classification grouping to any switching or terminal
company which is operated as a joint facility of owning or tenant railways the
sum of the annual carrier operating revenues, the Joint facility rent income,
and the totals of the joint facility credit accounts in operating expenses,
shall be used in determining its class.

DOCKET NO. M-100, SUB 85
BEFORE THE NORTH CAROLINA UTILITIES, COMMISSION

In the Matter of
Proposed Rule Revision - Request to Exempt from ) RECOMMENDED ORDER
Regulation the Transportation of Animal and Poultry ) EXEMPTING ANIMAL AND
Feed, Including Feed Ingredients and Pet Foods, in ) POULTRY FEED FROM
North Carolina Intrastate Commerce by Motor Carriers ) REGULATION (RULE R2-52)

HEARD IN: Commission Hearing Room, Dobbs Building, 430 North Salisbury
Street, Raleigh, North Carolina, on November 12, 1981

BEFORE: Hearing Examiner Wilson B. Partin, Jr.
APPEARANCES:
For the Public Staff':

Gisele L. Rankin, Staff Attorney, Public Staff - North Carolina
Utilities Commission, P. O. Box 991, Raleigh, North Carolina 27602
For: The Using and Consuming Public

For the Intervenor:

Joseph W. Eason, Allen, Steed & Allen, Attorneys at Law, P. O.
Box 2058, Raleigh, North Carolina 27602
For: Southern Motor Carriers Rate Conference, Inc.

PARTIN, HEARING EXAMINER: By Order dated September 25, 1981, the
Commission initiated a rulemaking investigation to consider whether a proposed
Rule R2-52(9) should be adopted which would make the transportation of animal
and poultry feed, including feed ingredients and pet foods, exempt from
Commission regulation. Notice of the rulemaking was given pursuant to
Commission regulations. Southern Motor Carriers Rate Conference, Inc.’s
motion for intervention filed on October 30, 1981, on behalf of its
participating carriers in SMCRC Tariff No. 304-C, NCUC 304-C, was granted on
November 10, 1981.
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The hearing came on as scheduled at 10:00 a.m. on November 12, 1981. The
Public Staff’s continuing intervention in this docket was recognized at that
time. By motion of both parties, the hearing was recessed for the purpose of
conducting negotiations toward a stipulation regarding the language of the
proposed exemption. When the hearing resumed, the parties agreed to stipulate
that the language of the currently proposed exemption should be deleted and
that in lieu thereof the following language should be substituted:

Agricultural 1livestock and poultry feed, if such products (excluding
products otherwise exempt) are transported to a site of agriecultural
production or to a business enterprise engaged in the sale to agricultural
producers of goods used in agricultural production.

The parties’ agreement to the above stipulation was conditioned upon the
Commission’s interpretation of the language of the proposed exemption as

parallelling the interpretation of the virtually identical language contained
in the Motor Carriers Act of 1980, 49 U.S.C. 10526, rendered by the Interstate
Commerce Commission in docket number MC-C-10792, which was decided March 23,
1981, titled "Petition for Declaratory Order - Livestock and Poultry Feed
Exemption® and was reported at 132 M.C.C. 535.

The Hearing Examiner heard testimony from the following witnesses: Zack
Roy Bissette, a common carrier in Elm City, North Carolina, opposed the

proposed rule. John A. Guglielmi, Vice President in charge of Commodity
Purchasing of Holly Farms; David McLeod, an attorney with the North Carolina
Department of Agriculture; James Durby, Purchasing Director, Goldsboro Milling
Company; Dale Starnes, Starnes Brothers Milling Company; and John R. Keemeier,
Traffic Manager of Ralston-Purina supported the proposed deregulation of
animal and poultry feed.

Upon consideration of the stipulation of the parties, the testimony
presented at the hearing, and the entire record in this docket, the Hearing
Examiner makes the following

FINDINGS OF FACT

1. The poultry industry, whieh includes broilers, eggs, turkeys, ducks,
and quail, 4is the biggest food industry in North Carolina. Much of the
state’s poultry production is exported to other states and countries.

2. The agricultural 1livestock industry is 1likewise Iimportant to the
economy of North Carolina.

3. The exemption from regulation of the transportation of agricultural
livestock and poultry feed, including feed ingredients, will be of great
benefit to the farmers and to the citizens of North Carolina. The exemption
will alleviate backhaul problems experienced by unregulated truckers and
farmers by allowing them to return to sites of agricultural production with
agricultural livestock and poultry feed, including feed ingredients. Empty
backhauls will thus be eliminated. This exemption will greatly reduce fuel
consumption and thereby lower transportation costs. Agricultural efficiency
will also be increased.

4. The exemption adopted by this proceeding should not include pet food or
pet food ingredients.
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5. By Order 1issued on January 15, 1981, in this docket, the Commission
exempted from regulation the transportation of soybean meal in truckloads.
This exemption has resulted in lowering the transportation costs of soybean
meal, Farmers and consumers have benefitted from the lowering of the costs of
transporting soybean meal.

CONCLUSIONS

The Examiner concludes that Commission Rule R2-52 should be amended by
adding a new subsection (9) to read as follows:

"Rule R2-52, Exemption of clay, fertilizer, lumber, grain, pipe,
peanuts, cotton seed, ete. - {a) Transportation of the following
comnodities is exempted from regulation:
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"(9) Agricultural 1livestock and poultry feed, including feed
ingredients, if such products (excluding products otherwise exempt)
are transported to a site of agricultural production or to a
business enterprise engaged in the sale to agricultural producers of
goods used in agricultural production. This exemption shall not
include pet food or pet food ingredients."

In so deciding that agricultural livestock and poultry feed should be so
exempted, the Commission further finds and concludes that the transportation
of such commodities in Intrastate commerce is of such a nature and character
as not substantially to affect or impair uniform regulation by the Commission
of transportation by motor carriers engaged in intrastate commerce. G.S. 62-
261(8).

All of the witnesses in this proceeding except one supported the exemption
of agricultural livestock and poultry feed; all of the comments and statements
filed in this proceeding likewise supported the proposed exemption.
Expressions of support came from the North Carolina Department of Agriculture,
including a statement from Commissioner James A. Graham, and from officials in
the milling, feed processing, and poultry industry. The witnesses agreed that
the proposed exemption would greatly benefit. the farmers and the citizens of
North Carolina, in that transportation costs for livestock and poultry feed
would de lowered. The exemption would allow unregulated farmers and truckers
to return to sites of agricultural production with agricultural livestock and
poultry feed, thereby reducing the problem of empty backhauls.

Attention is called to the Commission’s Order in this docket issued
January 15, 1981, wherein the transportation of soybean meal in truckloads was
exempted. The witnesses in this proceeding agreed that this Order has
resulted in lower transportation costs.

The rule adopted herein parallels the actions of the federal government as
expressed in the Motor Carrier Act of 1980, %49 U.S.C. 10526(a)(6)(e), and in.a
decision of the Interstate Commerce Commission in docket number MC-C-10792,
decided March 23, 1981, and reported in 132 M.C.C. 535.
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IT IS, THEREFORE, ORDERED:

1. That the transportation of agricultural livestock and poultry feed,
including feed ingredients, if such products are transported to a site of
agricultural production or to a business enterprise engaged in the sale to
agricultural producers of goods used in agricultural production, be, and the
same 1is hereby, exempted from regulation under the North Carolina Pubdblic
Utilities Act, except as provided in G.S. 62-260(g) and G.S. 62-281.

2. That Commission Rule R2-52 be, and the same is hereby, amended by
adding the following subsection:

"(9) Agricultural 1livestock and poultry feed, including feed
ingredients, if such products (excluding products otherwise exempt)
are transported to a site of agricultural production or to a
business enterprise engaged in the sale to agricultural producers of
goods used in agricultural production. This exemption shall not
include pet food or pet food ingredients."

3. That this Order shall become effective on and after the effective date
hereof and shall remain in effect until vacated or modified by further Order
of the Commission.

ISSUED BY ORDER OF THE COMMISSION.

This the 28th day of January 1982.

NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sharon Credle Miller, Deputy Clerk

DOCKET NO. M-100, SUB 88

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Proposed Amendment of Rule R1-17(c) ) ORDER MODIFYING RULE

HEARD IN: The Commission Hearing Room, Dobbs Building, 430 North Salisbury
Street, Raleigh, North Carolina, on June 22, 13981

BEFORE: Donald R. Hoover, Hearing Examiner
APPEARANCES:
For the Respondents:
Robert T. Bockman, Associate General Counsel, Carolina Power &
Light Company, P. 0. Box 1551, Raleigh, North Carolina 27602
For: Carolina Power & Light Company
Steve C. Griffith, Jr., Duke Power Company, 422 S. Church Street,

Charlotte, North Carolina 28242
For: Duke Power Company
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Edward S. Finley, Jr., Hunton & Williams, P. O. Box 109, Raleigh,
North Carolina 27609
For: Virginia Electric and Power Company

Jerry W. Amos, Brooks, Pierce, McLendon, Humphrey & Leonard, P. O.

Drawer U, Greensboro, North Carolina 27402

For: Piedmont Natural Gas Company, United Cities Gas Company,
Pennsylvania & Southern Gas Company

Donald W. McToy, McCoy, Weaver, Wiggins, Cleveland & Raper, Box
2129 - 222 Maiden Lane, Fayetteville, North Carolina 28302
For: North Carolina Natural Gas Corporation

¥. Kent Burns, Boyce, Morgan, Mitchell, Burns & Smith, P.A., P.O.

Box 2479, Raleigh, North Carolina 27602

For: Publle Service Company of North Carolina, Inc., Western
Carolina Telephone Company, Westco Telephone Company, Heins
Telephone Company, Mid-Carolina Telephone Company, Sandhill
Telephone Company

Richard W, Stimson, Senior Attorney, General Telephone Company of
the Southeast, P. 0. Box 1412, Durham, North Carolina
For: General Telephone Company of the Southeast

R. Frost Branon, Jr., General Attorney, Southern Bell Telephone and
Telegraph Company, P. O. Box 30188, Charlotte, North Carolina 28230
For: Southern Bell Telephone and Telegraph Company

Dwight W. Allen, Carolina Telephone and Telegraph Company, 720
Western Blvd., Tarboro, North Carolina 27886
For: Carolina Telephone and Telegraph Company

For the Using and Consuming Public:

Thomas K. Austin, Public Staff - N. C. Utilities Commission, P.O.
Box 991, Raleigh, North Carolina 27602

HOOVER, HEARING EXAMINER: On February 16, 1981, the Public Staff requested
that the Commission amend Rule R1-17(c) to require that the applicant in
general rate case proceedings file proposed updates to their testimony or case
at least forty-five (45) days prior to the date of the hearing. The proposed
amendment would alter the present rule under which said applicants are
required to update at least ten (10) days prior to the date of the hearing.

On March 4, 1981, in Docket No. M-100, Sub 88, the Commission issued its
Order soliciting comment on the Public Staff’s proposed amendment. The
following companies filed comments to the proposed amendment and stated their
opposition to the proposed change: Piedmont Natural Gas Company, United
Cities Gas Company, Duke Power Company, Carolina Telephone Company, Southern
Bell Telephone and Telegraph Company, General Telephone Company of the
Southeast, Heins Telephone Company, Public Service Company of North Carolina,
Inc., Western Carolina and Westco Telephone Companies, Mid-Carolina and
Sandhill Telephone Companies, Virginia Eleectric and Power Company, Central
Telephone Company, Carolina Power & Light Company, and North Carolina Natural
Gas Corporation.
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Upon consideration of the comments filed by the parties, the Commission by
Order dated June 3, 1981, set this matter for hearing on Monday, June 22,
1981, at 1:00 p.m., in the Commission Hearing Room, Dobbs Building, 430 N.
Salisbury Street, Raleigh, North Carolina.

The matter came on for hearing as scheduled. Certain parties to the
proceeding offered the testimony of the following witnesses: Utilities
Commission - Public Staff, Nancy Bright, Director of Accounting; Carolina
Power & Light Company, David R. Nevil, Manager, Rate Development and
Administration in the Rates and Service Practices Department; North Carolina
Natural Gas Corporation, Gerald A. Teele, Assistant Vice President; Duke Power
Company, William R. Stimart, Vice President ~ Regulatory Affairs; and Carolina
Telephone and Telegraph Company, T. P. Williamson, Vice President
Administration.

Upon completion of direct testimony and cross-examination of the witnesses,
the Public Staff requested that it be allowed an opportunity to submit
modifications to its proposed amendment to Commission Rule R1-17(ec). The
Public Staff”s request was granted and July 15, 1981, was established as the
due date for said modifications. Other parties to the proceeding were allowed
a period of 31 days or up to and including August 15, 1981, to submit comment
with respect to the Public Staff’s modified proposed amendment to Commission
Rule R1-17(c), and/or to submit an alternative proposed rule.

The Public Staff filed its modified proposed amendment to Commission Rule
R1-17(c) on July 15, 1981, On July 28, 1981, North Carolina Natural Gas
Corporation filed "Comments on Public Staff’s Proposed Rule R1-17{c) and
Proposed Rule of North Carolina Natural Gas Corporation.® On August 17, 1981,
Carolina Telephone and Telegraph Company filed "Comments on Proposed Amendment
to Rule R1-17{c)," and Southern Bell Telephone and Telegraph Company filed its
comments in this regard. Finally, on August 18, 1981, Carolina Power & Light
Company filed supplemental comments.

After having carefully considered the entire evidence of record concerning
this matter, the Hearing Examiner concludes that Commission Rule R1-17(c)
should be amended to read. as follows:

"(c) Supplemental Data. - The Commission shall consider such
relevant, material, and competent evidence as may be offered by any
party to the proceeding tending to show actual changes in costs,
revenues, or the cost of the public utility’s property used and
useful, or to be used and useful within a reasonable time after the
test period, in providing the service rendered to the public within
this State, including its construction work in progress, which is
based upon c¢ircumstances and events occurring up to the time the
hearing is closed.

"Information relating to the change(s) referred to above relied upon
by the applicant shall be filed with the Commission ten (10) working
days prior to the date that the testimony of the Public Staff and
other intervenors is due to be filed to the extent said change(s)
are known by the applicant at that time.

"To the extent that additional information becomes available
subsequent to ten {10) working days prior to the filing of testimony
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by the Public Staff and other intervenors, such information which
will be offered to support change(s) shall be made available to the
Commission and other parties as soon as practicable. Under such
circumstances the Public Staff and other intervenors shall have the
right to address said evidence through additional direct testimony,
such option to be exercised at the discretion of the Publiec Staff
and other intervenors."

IT IS, THEREFORE, ORDERED as follows:

That Commission Rule R1-17(e) be, and hereby is, amended to read as
follows:

"(c) Supplemental Data. - The Commission shall consider such
relevant, material, and competent evidence as may be offered by any
party to the proceeding tending to show actual changes in costs,
revenues, or the cost of the public utility’s property used and
useful, or to be used and useful within a reasonable time after the
test period, in providing the service rendered to the public within
this State, including its construction work in progress, which is
based upon circumstances and events occurring up to the time the
hearing is closed.

"Information relating to the change(s) referred to above relied upon
by the applicant shall be filed with the Commission ten (10) working
days prior to the date that the testimony of the Public Staff and
other intervenors 1is due to be filed to the extent said change(s)
are known by the applicant at that time.

*To the extent that additional information becomes available
subsequent to ten (10) working days prior to the filing of testimony
by the Public Staff and other intervenors, such information which
will be offered to support change(s) shall be made available to the
Commission and other parties as soon as practicable. Under such
circumstances the Public Staff and other intervenors shall have the
right to address said evidence through additional direct testimony,
such option to be exercised at the discretion of the Public Staff
and other intervenors.”

TSSUED BY ORDER OF THE COMMISSION.
This the 17th day of February 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk
DOCKET NO. M-100, SuB 88
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Proposed Amendment of Rule R1-17(c) ) ERRATA ORDER

BY THE CHAIRMAN: On February 17, 1982, Donald R. Hoover, Hearing Examiner,
issued an Order in Docket No. M-100, Sub 88, captioned "Order Modifying Rule."
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Said Order should have been captioned "Recommended Order Modifying Rule" and
should have had attached thereto a Notice to Parties setting forth the due
date for exceptions and the date said Recommended Order will become effective
and final absent postponement of the effective date thereof by the
Commission.

The Commission being of the opinion that the foregoing error should be
corrected

IT IS, THEREFORE, ORDERED as follows:

1. That the caption reflected on the Order issued by Donald R. Hoover,
Hearing Examiner, on Fedruary 17, 1982, Docket No. M-100, Sub 88 is hereby
modified to read "Recommended Order Modifying Rule."

2. That the Notice to Parties attached hereto is hereby made effective with
respect to the aforementioned Recommended Order.

ISSUED BY ORDER OF THE COMMISSION.
This the 19th day of February 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sharon Credle Miller, Deputy Clerk

DOCKET NO. M-100, SUB 90
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Rule-making Proceeding Concerning the Appropriate ) RECOMMENDED ORDER
Cost-Study Group(s) for the SMCRC, MCTA, and NCMCA ) ESTABLISHING COST-~
and the Proper Utilization of the Continuing Traffic ) STUDY GROUPS FOR THE
Study (CTS) ) SMCRC, NCMCA, AND MCTA

HEARD IN: The Commission Hearing Room, Dobbs Building, U430 North Salisbury
Street, Raleigh, North Carolina 27602, on February 9, 1982, at
10:00 a.m.

BEFORE ¢ Hearing Examiner Jim Panton

BY HEARING EXAMINER PANTON: This wmatter was set for hearing to determine
the appropriate cost-study group(s) for the general commodities carriers
participating in the Southern Motor Carriers Rate Conference (SMCRC), North
Carolina Motor Carriers Association (NCMCA), and the Motor Carriers Traffic
Association (MCTA). 1In addition, determination was to be made as to the
appropriateness of the application of the CTS mechanism, as employed by the
SMCRC. At the public hearing held on February 9, 1982, the Hearing Examiner
emphasized the Commission’s concerns that the above~described matters run to
the heart of the present regulatory mechanism for determining fair and
reasonable North Carolina intrastate general commodity rates for -carriers
participating in the SMCRC, NCMCA, and MCTA. In addition, Examiner Panton
pointed out that after much deliberation the Commission has concluded that the
best way of resolving the aforementioned concerns i1s to give the interested
parties six weeks to work together in any and every fair and reasonable way
possible in order to agree on appropriate solutions.
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On April 19, 1982, the working committee established by the parties in this
matter to address the issues under consideration filed their report with
recommendations for a fair and reasonable resolution to the matters at hand.

The working committee report selected a cost-study group for each of the
rate bureaus, the SMCRC, NCMCA, and MCTA, which will sufficiently represent
local North Carolina intrastate general commodity traffic movements under the
tariffs of the respective rate bureaus. After a careful review of this report
and the Commission’s files, the Hearing Examiner concludes that the
appropriate cost-study groups to be used in setting rates on intrastate
general commodities traffic under the participating tariffs of the SMCRC,
NCMCA, and the MCTA are those recommended by the working committee and set out
in Appendix A attached hereto. Clearly the study groups approved herein will
afford the Commission a better measurement of the operating results achieved
by the general commodity carriers participating in the SMCRC, NCMCA, and the
MCTA. Hence, the study carriers approved herein should be required to furnish
North Carolina intrastate traffic and financial data in support of general
commodity rate proposals made (collectively or otherwise) by the:

1. SMCRC in its Tariff 304 series
2. NCMCA in its Tariff 10 series
3. MCTA in its Tariff 3 series

Further, the Hearing Examiner concludes that the cost-study carriers selected
herein should make every reasonable effort to file appropriate data
supporting the rate requests in Docket No. T-825, Sub 271. The selected
carriers should be accutely aware of the responsibility bestowed upon them as
cost-study carriers, in that the very integrity and reasonableness of the
regulatory process governing the involved tariffs is at stake. Thus, in
finality, data compliance by the cost-study carriers is neither an option nor
Y“sometime thing," but rather an essential and non-compromisable necessity.

The working committee also recommended that the NCMCA and MCTA cost-study
carriers should not be required to participate in the SMCRC’s CTS, and
instead, should adapt their justification to the data resources. The Hearing
Examiner adopts this position and requests that the Public Staff and the
respective cost-study carriers make every reasonable effort to establish
mutual parameters for this data requirement. This position should not be
viewed as approval to the respective non-CTS cost-study carriers to provide
less than adequate ¢traffic and financial information in that adequate
information is, of course, nonnegotiable, as spoken to above.

The working committee did not come to a conclusion on whether or not the
present CTS is sufficient for use by the SMCRC. The Hearing Examiner,
therefore, concludes that a decision on this matter is best deferred to the
Commission at a later date, at which time the Commission will have had a
better opportunity to evaluate the CTS and its application with the SMCRC
cost~-study group approved herein.

IT IS, THEREFORE, ORDERED as follows:

1. The appropriate cost-study groups for the SMCRC, NCMCA, and MCTA, as
shown in Appendix A attached hereto, be, and hereby are approved.
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2. The cost-study groups approved herein be, and hereby are, ordered to
furnish North Carolina intrastate traffic and financial data in support of
applicable general commodity rate proposals.

3. The cost-study groups approved herein be, and hereby are, ordered to
furnish North Carolina intrastate traffic and financial data in support of the
rate filing in Docket No. T-825, Sub 271.

ISSUED BY ORDER OF THE COMMISSION.
This the 2ist day of April 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk
APPENDIX A

A. Southern Motor Carriers Rate Conference Cost-Study Carriers

(1) Blue Ridge Trucking Company, Inc.
P.0. Box 5118, Biltmore Station
Asheville, North Carolina 28803

(2) Bruce Johnson Trucking Co., Inc.
P.0. Box 56MAT
Charlotte, North Carolina 28225

(3) Dixie Trucking Co., Inc.
4901 Sunset Road
Charlotte, North Carolina 28213

(4) Estes Express Lines
P.0. Box 25612
Richmond, Virginia 23260

(5) Fredrickson Motor Express Corp.
P.0. Box 21098
Charlotte, North Carolina 28206

(6) Standard Trucking Company
P.0. Box 30725
Charlotte, North Carolina 28230

B. North Carolina Motor Carriers Association Cost-Study Carriers

(1) Carpenter Trucking Co., Inc.
1810 Milton Road
Charlotte, North Carolina 28215

(2) A. V. Dedmon
Route 6, Highway 15 East
Shelby, North Carolina 28150
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(3) Edmac Trucking Company, Inc.
Drawer 770
Fayetteville, North Carolina 28302

(4) Sherman & Boddie, Inc.
Durham Road - P.0Q. Box 621
Oxford, North Carolina 27565

(5) Wieker Service, Inc.
P.0. Box 1398
Burlington, North Carolina 27215

C. Motor Carriers Traffic Association Cost-Study Carriers

(1) DeHart Motor Lines, Inc.
P.0. Box 368
Conover, North Carolina 28613

(2) Shippers Freight Lines, Inc.
P.0. Box 1547
Salisbury, North Carolina 28144

(3) Super Motor Lines, Inec.
P.0. Box 6553
Greensboro, North Carolina 27405

(4) HWestern Carolina Express, Inc.
P.0. Box 3523
Hickory, North Carolina 28601

(5) Terminal Trucking Co.
Highway 29
Concord, North Carolina 28025
DOCKET NO. M-100, SUB 90
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

Investigation of Appropriate Cost-Study Group for ) ORDER DENYING MOTION
General Commodity Traffic Under Southern Motor ) AND EXTENDING
Carriers Rate Conference, Inc., North Carolina Motor ) EFFECTIVE DATE OF
Carriers Association, Inc., and Motor Carriers ] RECOMMENDED ORDER
Traffic Association, Inc. ) OF APRIL 21, 1982

HEARING EXAMINER PANTON: After consideration of the Motion for Stay and
Motion to Reconsider and Amend Recommended Order filed by the North Carolina
Motor Carriers Association, Tnc. (NCMCA), and the Motor Carriers Traffic
Association, Inc. (MCTA), the Hearing Examiner concludes that reconsideration
of the Hearing Examiner’s Recommended Order of April 21, 1982, is not
warranted. At first blush, it may seem that the arguments posed in the Motion
by the NCMCA and the MCTA has merit, but, after further analysis, it is clear
that the appropriate decision in this matter is to reaffirm the decisions in
the Recommended Order of April 21, 1982. The Hearing Examiner bases this
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conclusion on two facts. First, it is not, and was never, the purpose of this
hearing to rule in any way as to how the data from the NCMCA and MCTA cost-
study carriers should be considered with the data from the cost-study carriers
participating in the Southern Motor Carriers Rate Conference (SMCRC). This is
for the Commission to decide in a general rate case proceeding. This rul
emaking proceeding was conducted in large part to determine representative
cost-study groups for the SMCRC, NCMCA, and the MCTA. This was done in this
proceeding and the parties should be commended for their efforts.

The second fact upon which the Hearing Examiner rests his decision not to
reconsider the Recommended Order of April 21, 1982, is that the NCMCA and the
MCTA are experienced rate bureaus that have appeared before this Commission
nurnerous times in the past. The Hearing Examiner would be remiss if he did
not recognize this fact. With this recognition the Hearing Examiner concludes
that it is inappropriate to delay this matter any longer because the NCMCA and
the MCTA assert that their cost-study carriers should be given more direction
as to what financial data is required to support proposed rate filings. The
historic record of this Commission is burdened, as most utilities in this
State whether they be large or small will readily attest, with financial data
duly filed to support rate proposals. For the Hearing Examiner to believe
that the NCMCA and the MCTA lack either the expertise or the insight as to
what constitutes appropriate data to support rate case filings would be to
indulge in simple folly.

IT IS, THEREFORE, ORDERED as follows:

1. That the Motion of the NCMCA and the MCTA be, and hereby is, denied,
except that the effective date of the Recommended Order of April 21, 1982, be,
and herehby is, extended to May 17, 1982, and the time for filing exceptions
be, and hereby is, extended to and includes May 11, 1982,

ISSUED BY ORDER OF THE COMMISSION.
This the Uth day of May 1982,
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk

DOCKET NO. M-100, SUB 91
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In. the Matter of
Revision of Rule R2-46, Safety Rules and Regulations, )
Transportation of Hazardous Materials by Private and ) ORDER REVISING
For-Hire Motor Carriers } RULE R2-46

BY THE COMMISSION: On March 1, 1982, the North Carolina Utilities
Commission entered an Order in this docket entitled "Notice of Proposed Rule
Revision" whereby the Commission gave notice that it would revise Rule R2-U6
in conformity with Appendix A attached to said Order wunless significant
protests pertaining to said rule revision and requests for hearing were
received on or before June 1, 1982,

No protests or requests for hearing in this matter have been received by
the Commission. By letter filed with the Commission on March 15, 1982, the
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Solid and Hazardous Wast Management Branch of the Environmental Health Section
of the North Carolina Division of Health Services has indicated that it
strongly supports the propoosed rule revision.

IT 1S, THEREFORE, ORDERED that Rule R2-46 be, and the same is hereby,
revised in conformity with Appendix A attached hereto.

ISSUED BY ORDER OF THE COMMISSION.
This the 7th day of June 1982.
NORTH CAROLINA UTILITIES COMMISSION
(seavL) Sandra J. Webster, Chief Clerk

Rule R2-46. Safety rules and regulations. -- The rules and regulations
adopted by the U. S. Department of Transportation relating to safety of
operation and equipment (49 CFR Parts 390-398 - formerly Parts 290-298 - and
amendments thereto) and the rules and regulations adopted by the U. S.
Department of Transportation relating to hazardous materials (49 CFR Parts
170-190 ~ formerly Parts 71-79 - and amendments thereto) shall apply to all
for-hire motor carrier vehicles engaged in .interstate commerce and intrastate
commerce over the highways of the State of North Carolina, whether common
carriers, contract carriers or exempt carriers; provided, that Section
393.95(d} is amended by inserting the words "or snow tires" immediately
following the words "tire chains."” The rules and regulations adopted by the
U. S. Department of Transportation relating to safety of operation and
equipment (49 CFR Parts 390-398 and amendments thereto) and the transportation
of hazardous materials (49 CFR Parts 170-190 and amendments thereto) shall
also apply to all private motor carriers engaged in the transportation of
hazardous waste and radioactive waste in interstate and intrastate commerce
over the highways of the State of North Carolina.

DOCKET NO. M-100, SUB 94
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Revision of Rule R2-65, Other Bus Safety ) ORDER AMENDING
Requirements, to Delete Paragraph (18) Thereto ) RULE R2-65

BY THE COMMISSION: Effective May 26, 1982, the Federal Highway
Administration, Department of Transportation, rescinded the requirement for
first-aid kits on buses by deleting Section 393.96 of Title 49, Code of
Federal Regulations, which was included in parts of federal regulations
adopted by this Commission pursuant to G.S. 62-281 in Rule R2-46. In addition
to the general safety requirements this Commission has other bus safety
requirements in its Rule R2-65 and paragraph (18) thereof is quoted as
follows:

"(18) First Aid - Passenger vehicles shall carry emergency
first-aid equipment, and all drivers shall be trained in the use of

same.”

Upon review of the safety rules and regulations adopted by the United
States Department of Transportation relating to safety of operation and
equipment (49 CFR Parts 390 - 398), as amended, and subsequently adopted by
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this Commission in Rule Ré—uﬁ and other bus safety requirements in Rule R2-65,
the Commission is of the opinion that paragraph (18) of Rule R2~-65 should be
deleted due to the very limited use of first-aid kits on buses and the
additional expense of this requirement and in an effort to make the rules and
regulations of this Commission more compatable in this respect with the
requirements of the United States Department of Transportation.

On August 30, 1982, the Commission issued an Order for Notice of Proposed
Rule Revision in this matter, stating that unless significant protests or
requests for hearing were received on or before September 30, 1982, the
Commission would revise Rule R2-65 to delete paragraph (18) thereof; and as of
this date the Commission has not received any protests nor request for hearing
concerning this proposed rule revision.

Accordingly, the Commission concludes that its Rule R2-65 should be revised
by deleting paragraph (18) thereto, as quoted hereinbvefore.

IT IS, THEREFORE, ORDERED:

That Rule R2-65 of the Commissions’ Rules and Regulations is hereby amended

by deleting paragraph (18) thereof as quoted hereinbefore, effective with the
date of this Order.

ISSUED BY ORDER OF THE COMMISSION.
This the 9th day of November 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk
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DOCKET NO. E-100, SUB 39
BEFORE THE MORTH CAROLINA UTILTTIES COMMISSION

In the Matter of
Carolina Power & Light Company, Duke Power ) ORDER ALLOWING
Company, Virginia Electric and Power Company - ) PARTICIPATION IN
Application for Property Insurance for Losses } EXCESS PROPERTY
in Excess of $500,000,000 ) INSURANCE PROGRAM

BY THE COMMISSION: On October 13, 1981, Virginia Electric and Power
Company (Vepco) filed "Application for Authority to Obtain $500 Million of
Property Insurance for Losses in Excess of $500 Million at Nuclear Sites." In
its Application, Vepco proposes to obtain property insurance from Nuclear
Electric Insurance Limited (NEIL), a mutual insurance company incorporated
under the laws of Bermuda. Vepco, Duke Power Company, and Carolina Power &
Light Company, with approval of this Commission, are members of NEIL and are
currently participating in the insurance program for replacement power costs
resulting from a nuclear accident. Vepco now proposes to participate in the
NEIL program which will establish a new $500 million layer of property
insurance coverage to meet losses in excess of $500 million.

The Application alSo states that in the event of nuclear accident at any
participating utility all of the insured participants could be responsible for
a retrospective premium adjustment not to exceed 7.5 times the annual
premium. This retrospective premiuvm would be assessed if the losses from an
accident exceeded its accumulated funds.

On December 7, 1981, at the Commission’s Regular Staff Conference, the
Public Staff recommended that Vepco be allowed to participate in the "Excess
Property Insurance Program," but that the Commission should reserve the right
to later decide whether the ratepayers, stockholders, or some combination
thereof, should pay any retrospective penalty that may be assessed.

The Commission initially indicated approval of participation in the manner
recommended by the Publiec Staff, but on December 17, 1981, after being advised
that Duke and CP&L would also be filing for approval to participate, the
Commission decided to defer approval pending review of their applications.

On January 28, 1982, Duke and CP&L filed "Joint aApplication Regarding
Property Insurance for Losses in Excess of $500,000,000." Like Vepco, Duke and
CP&L seek permission to participate in the NEIL property insurance plan.
Duke’s initial annual premium will be approximately $2.11 million and CP&L’s
initial annual premium will be approximately $1.82 million. On February 22,
1982, at the Commission’s Regular Staff Conference, the Public Staff,
consistent with their position with regard to Vepco’s participation,
recommended that the Commission grant approval to Duke’s and CP&L’s
participation in NEIL but that the Commission should reserve the right to
determine whether any retrospective premjum will be included in the cost of
service for these utilities.

The Commission has studied the Applications and is of. the opinion that the
best iInterests of,the companies and their customers will be served by the
Applicants participating in the NEIL "Excess Property Insurance Program."
Pursuant to G.S. 62-161 and G.S. 62-162, the Commission finds and concludes
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that the proposed assumption of contingent 1liabilities for retrospective
premiums as insureds of NEIL (a) is for a lawful object within their coroorate
purposes, (b) is compatible with the public interest, (¢) is necessary or
appropriate for and consistent with the proper performance by the Applicants
of their service to the public as utilities and will not impair their ability
to perform that service, and (d) is reasonably necessary and appropriate for
such purposes.

Finally, the Commission concludes that the policy offered by NEIL is by far
the most economical means of obtaining property insurance for the companies,
and that but for the provision allowing for a retrospective premiunm
ad justment, the annual premiums would be far greater.

IT IS, THEREFORE, ORDERED that Vepco, Duke, and CP&L are each authorized to
take all reasonable steps that may be required to participate in the NEIL
"Excess Property Insurance Program" described in the applications filed in
this docket.

TSSUED BY ORDER OF THE COMMISSION.
This the 3rd day of March 1982.
NORTH CAROLINA UTILITIES COMMISSION
(sEAL) Sandra J. Webster, Chief Clerk

DOCKET NO. E-100, SUB 40
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Investigation, Analysis, and Estimation ) ORDER ADOPTING UPDATED FORECAST A
of Future Growth in the Use of Electricity ) PLAN FOR MEETING LONG-RANGE NEEDS
and the Need for Future Generating Capacity ) FOR ELECTRIC GENERATING FACILI-
for North Carolina ) TIES IN NORTH CAROLINA - 1980/81

HEARD IN: Commission Hearing Room, 2nd Floor, Dobbs PBuilding, U430 North
Salisbury Street, Raleigh, North Carolina, on March 17 - 20 and on
March 24 - 27, 1981;

Mew Hauover County Administration Building, Wilmington, North
Carolina, on March 23, 1981;

Buncombe County Courthouse, Courthouse Plaz2a, Asheville, North
Carolina, on March 23, 1981; and

Guilford County Courthouse, No. 2 Governmental Plaza, Greensboro,
North Carolina, on March 23, 1981

REFORE: Chairman Robert K. Koger, Presiding; and Commissiotiers Douglas P.
Leary and Leigh H. Hammond

APPEARANCES:
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For the Respondents:

Richard E. Jones, Associate General Counsel, and Robert T. Bockman,
Associate General Counsel, Carolina Power & Light Company, P.O.

Box 1551, Raleigh, North Carolina 27602

For: C(arolina Power & Light Company

Steve C. Griffith, Jr., Vice President and General Counsel, and W.
Edward Poe, Jr., Assistant General Counsel, Duke Power Company,
P.0. Box 33189, Charlotte, North Carolina 28242

For: Duke Power Company

Guy T. Tripp, IIl, and Edgar M. Roach, Jr., Hunton and Williams,
Attorneys at Law, P.0. Box 109, Raleigh, North Carolina 27602
For: Virginia Electric and Power Company

James E. Tucker, Hunton and Hilliams, Attorneys at Law, P. O.
Box 109, Raleigh, North Carolina 27602
Fors Nantahala Power and Light Company

For the Intervenors:

Daniel V. Besse, Attorney at Law, N. C. Public Interest Research

Group, P.0. Box 17691, Greensboro, North Carolina 27410

For: North Carolina Public Interest Research ,Group and
Conservation Couacil of North Carolina

Thomas S. Erwin, .Attorney at Law, P.0. Box 928, Raleigh, North
Carolina 27602
For: Conservation Council of North Carolina

Thomas R. Eller, Jr., Attorney at Law, P.Q. Drawer 27866, Raleigh,
North Carolina 27611
For: North Carolina Textile Manufacturers Associlation, Inc.

M. Travis Payne, Augustus S. Anderson, Jr., Thomas W. Jordan, Jr.,
and Deborah Greenblatt, Attorneys at Llaw, P.0. Box 183, Durham,
North Carolina 27705
For: Kudzu Alliance

For the Using and Consuming Public:

Karen E. Long, and Theodore C. Brown, Jr., Staff Attorneys, Public
Staff - North Carolina Utilities Commission, P.0. Box 991, Raleigh,
North Carolina 27602

Robert E. Cansler, Associate Attorney, North Carolina Department of
Justice, c¢/o DHR Western Regional Office, D/SS Building 17, Western
Carolina Hospital, Black Mountain, North Carolina 28711
For: The Attorney General of North Carolina

BY THE COMMISSION: The General Statutes of North Carolina require that the
Commission develop an analysis of the long-range needs for expansion of
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facilities for the generation of electricity in North Carolina. G.S. 62-
110.1{c) provides that:

The Commission shall develop, publicize, and keep current an
analysis of the long-range needs for expansion of facilities for the
generation of electricity in North Carolina, including its estimate
of the probable future growth of the use of electricity, the
probable needed generating reserves, the extent, size, mix, and
general location of generating plants and arrangements for pooling
power to the extent not regulated by the Federal Power Commission
and other arrangements with other utilities and energy suppliers to
achieve maximum efficiencies for the benefit of the people of North
Carolina, and shall consider such analysis in acting upon any
petition by any wutility for construction. In developing such
analysis, the Commission shall confer and consult with the public
utilities in North Carolina, the utilities commissions or comparable
agencies of neighboring states, the Federal Power Commission, the
Southern Growth Policies Board, and other agencies having relevant
information and may participate as it deems useful in any joint
boards investigating generating plant sites or the probable need for
future generating facilities. 1Tn addition to such reports as public
utilities may be required by statute or rule of the Commission to
file with the Commission, any such utility in North Carolina may
submit to the Commission its proposals as to the future needs for
electricity to serve the people of the State or the area served by
such utility, and insofar as practicable, each such utility and the
Attorney General may attend or be represented at any formal
conference conducted by the Commission in developing a plan for the
future requirements of electricity for North Carolina or this
region. In the course of making the analysis and developing the
plan, the Commission shall conduct one or more public hearings.
Each year, the Commission shall submit to the Governor and to the
appropriate committees of the General Assembly a report of its
analysis and plan, the progress to date in carrying out such plan,
and the program of the Commission for the ensuing year in connection
with suech plan.

On October 8, 1980, the Commission issued an Order scheduling a hearing and
inviting participation in this docket. The Order required the Public Staff,
Carolina Power & Light Company (CP&L), Duke Power Company (Duke), Virginia.
Electric and Power Company (Vepco), and Nantahala Power & Light Company
(Nantahala) to file their forecast reports and testimony and exhibits in
support of their forecasts. The Order also invited other interested parties to
participate in this docket and established a schedule for such persons to file
petitions of intervention, testimony, and exhibits. It further directed CP&L,
Duke, Vepco, and Nantahala to pudlish notice of the hearing in newspapers
throughout the State for four consecutive weeks. Proof of publication has
been filed with the Commission as required by the Order.

Notice of intervention from the Public Staff was received and recognized by
the Commission. The Commission also received petitions to intervene from the
following parties: CP&L, Duke, Vepco, Nantahala, North Carolina Public
Interest Research Group, 1Inc., David Springer, North Carolina Textile
Manufacturers Association, Ine., Kudzu Alliance, and the Conservation Council
of North Carolina. The Commission granted all of the petitions to intervene
and made the petitioners thereto parties of record in this proceeding.
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On February 2, 1981, Nantahala Power and Light Company filed its testimony
and exhibits in the case.

The Public Staff’s Report entitled Analysis of Long Range ‘Needs E‘_
Electric Generating Facilities in North Carolina - 1981 was filed with the
Commission on February 23, 1981. On that same day, CP&L, Duke, and Vepco
filed their testimony and exhibits in this case. The Public Staff also filed
an addendum to their testimony on March 12, 1981, On March 13 and 20, 1981,
the Kudzu Alliance and the Conservation Council of North Carolina filed their
testimony and exhibits. On March 24, 1981, Vepco filed rebuttal testimony of
Dr. Irene M. Moszer.

The hearing began as scheduled on March 17, 1981, Duke presented the
testimony and exhibits of the following witnesses: Warren H. Owen, Senior
Vice President, Engineering and Construction for Duke; Donald H. Sterrett,
Manager, System Planning for Duke; David Rea, Manager, Forecasting for Duke;
and Donald H. Denton, Jr., Vice President, Marketing for Duke.

The Public Staff presented the testimony and exhibits of the f{ollowing
witnesses: Hsin-Mei C. Hsu, an Analyst Programmer in the Economic Research
Division of the Public Staff; Thomas S. Lam, a Utilities Engineer in the
Electric Division of the Public Staff; Dennis J. Nightingale, Director of the
Electric Division of the Public Staff; John C. Romano, a Utilities Engineer in
the Electric Division of the Public Staffj James D. Seabolt, an Economist in
the Economic Research Division of the Public Staff; Richard G. Stevie, an
Economist in the Economic Research Division of the Public Staff; and T.
Michael Kiltie, an Economist in the State Budget and Management Division of
the North Carolina Department of Administration.

Nantahala presented the testimony of N. Edward Tucker, Director, Rates,
Research, and Corporate Planning for Nantabala.

CP&L presented the testimony and exhibits of the following witnesses:
Bobby L. Montague, Manager, System Planning and Coordination for CP&L, and
Archie W. Futrell, Jr., Director, Economic and Energy Forecasting and Special
Studies for CP&L.

Vepco presented the testimony and exhibits of the following witnesses:
Dr. Irene M. Moszer, Director, Forecasting and Economic Analysis for Vepco;
Jack H. Ferguson, Executive Vice President -~ Power for Vepco; and John G.
Barrie, Jr., Manager, Financial and Regulatory Services, Accounting and
Control Department of Vepco.

The Conservation Council of North Carolina presented the testimony and
exhibits of Dr. Lavon B. Page, Associate Professor of Mathematics at North
Carolina State University.

The Kudzu Alliance presented the testimony and exhibits of Wells Eddleman,
Energy Consultant.

The following public witnesses appeared and testified during the course of
the hearing in Raleigh, North Carolina: David Martin, John Runkle, Bill
Holman, Dr. E. Roy Weintraub, James Henderson, Robin VanLieu, Daniel Read,
Steve Schull, Meredith Emmett, Elisa Wolper, Marilyn Butler, Rob Freedman,
David Silver, John Roth, Ray Bunnage, John Cowgell, and Helen T. Reed.
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At the hearing in Asheville, North Carolina, the following public witnesses
testified: Mary Robertson, Nathaniel Coleman, Jesse Coleman, Joe T. Jodnes,
Charles Brookshire, Ruben Falk, John Paden, Aleesa Young, Kitty Boniske, Linda
Lonon, Alfred Sellers, Charles Hall, Judy Allen, Tolula Rodgers, Melville
- Thomason, Joe Rotowitz, Tish Robbins, and Walter Greene.

At the hearing in Greensboro, North Carolina, the following publie
witnegses testified: Martin Jones, Dorothy Bardolph, Carolyn Allen, Polly
Walker, Allen Myrick, Kay House, and Gerald Meisner.

At the hearing in Wilmington, North Carolina, the following public
witnesses testified: Ron Shackelford, -Leonard G. Anderson, Thomas G.
Cunningham, and Sheila Anderson.

Based on the foregoing, the testimony and exhibits offered at .the hearing,
and the Commission’s file and record in this matter, the Commission now makes
the following

FINDINGS OF FACT

1. Duke Power Company and Carolina Power & Light Company provide 95% of
the electricity consumed in North Carolina. Virginia Electric and Power
Company. and Nantahala Power and Light Company supply the remaining 5%.

2. The policy of the State of North Carolina is to encourage the
growth of industry in this State to provide additional employment and higher
living standards.

3. The historical rates of growth in peak load for CP&L, Duke, and Vepco
for the periods 1975 - 1980 and 1970 - 1980 have been:

1975 - 1980 1970 - 1980
Summer Winter Summer Winter
CP&L 3.94 5.20: 5.83 6.53
Duke 4.24 4.13 5.13 5. 11
Vepco 3.53 6.05 5.75 6.69

Y, The probable future rates of growth in kWh sales for CP&L, Duke, and
Vepco for the period 1981 - 1995, taking into account conservation measures an
load management as appear most likely at the time of this hearing, will fall
in the following range:

Annual Sales

CP&L 3.3 - 4.3%
Duke 4.5 « 4,7%
Vepco 3.0 -~ 4.0%

5. The probable future rates of growth in kW peak demand for CP&L, Duke,
and Vepco for the period 1981 - 1995, taking into account conservation
measures and load management as appear likely at the time of this hearing,
will fall in the following range:
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Summer Peak Winter Peak
CP&L 3.4 - 4.1 3.4 - 3.5
Duke 4.3 - 4.5% 4.1 - 4.1%
Vepco 2.1 - 3.8% 2.8 - 3.9%

6. The appropriate generating reserve for CP&L, Duke, and Vepco continues
to be 20% for planning purposes.

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 1, 2, AND 3

These findings are based on information contained in the files and records
of the Commission, testimony presented at the hearing, and upon findings of
the Commission in previous Orders including Docket No. E-100, Subs 22, 33, and
35. These findings are essentially uncontroverted.

EVIDENCE AND CONCLUSIONS FOR FINDINGS' OF FACT NOS. 4, 5, AND 6

It is abundantly clear that forecasting future electricity needs 5, 10, and
15 years into the future is at best an imprecise art. Virtually all of the
forecasting tools in common use assume, in part, that historical trends will
continue into the future. As a result, any 'shift in behavioral patterns can
introduce errors into the forecast. A prime example of this was the shift in
usage patterns in the mid-1970s which rendered virtually all prior forecasts
invalid. Most forecast methodologies require independent forecasts of such
diverse phenomena as growth in population, in real personal income, in housing
stock, and in prices of alternative fuels. Predicting the behavior of the
economy and making the various independent component forecasts upon which the
energy forecasts depend will only provide a rough guide, not a precise map, of
the future, especially when such forecasts are made many years and even
decades into the future. Because of the inherent difficulty in accurately
forecasting future economic and social conditions, planning must be. based on
the assumption that actual electricity usage in the future could fall anywhere
within a range or band of forecasted values.

Tn these uncertain and changing times of 1load growth, a primary
consideration of any capacity expansion plan must be that of majintaining as
much flexibility as is economically and feasibly possible. Of course, this is
made very difficult by the extremely long lead times (up to fourteen years)
associated with the construction of base lcad generating plants.

The principal value of these periodic load forecast and capacity planning
hearings 1is to bring all parties together, including consumers, in a public
hearing so that the State, through the Commission, can be assured that
sufficient planning is taking place to ensure that adequate electric power
will be available in the future, but, at the same time, excessive capacity
will not be constructed causing higher rates -than necessary.

Since the hearing, many substantive changes have been made in the point
forecasts of the utilities and in plant addition schedules. However, the
revised forecasts. still fall in the band of forecasted values. The Commission
will continue to monitor actual peak demand and usage experience between
formal load forecast hearings.

Testimony on probable future growth rates in kWh sales and in %W demand was
presented in this proceeding by witnesses Futrell and Montague of CP&CL,
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witnesses Rea and Denton of Duke, witnesses Barrie and Moszer of Vepco,
witness Tucker of Nantahala, and witnesses Hsu, Seabolt, Stevie, Kiltie, and
Romano for the Public Staff. The growth rates for CP&L, Duke, and Vepco are
summarized as follows:

PROJECTED ANNUAL GROWTH RATES IN
PEAK LOAD AND ENERGY SALES
FOR 1981 - 1996

¢ Growth in
kW Peak Demand % Growth in
Forecast Summer Winter kWh Energy Sale
CP&L
CP&L 3.4% 3.4% 3.3%
Public Staff - most likely 4,19 3.5% 4,.3%
Public Staff - low 3.7% 2.9% 3.8%
Duke
Duke 4, 37 4,142 h,5%%
Pudblic Staff - most likely 4.5% 4,1% 4.7%
Public Staff - low 4.1% 3.6% 4.4%
Vepco
Vepco 2. 1%+ 2.8%+ 3.0%+
Public Staff - most likely 3.8% 3.9% 4,0%
Public Staff - low 3.14% 3.4% 3.7%
* 1979 - 1995
+ 1981 - 1995

CP&L, Duke, Vepco, and the Public Staff each utilized generally accepted
forecasting procedures. Although their specific forecast models are
different, econometric techniques were employed in each study to develop
correlations between past usage patterns and those social and economic
variables which might explain the variations in such usage patterns.
Forecasts of the future behavior of said social and economic variables were
then utilized to project future energy requirements. Although there is broad
room for differences of opinion concerning such things as basic assumptions,
treatment of raw data, selection of statistical techniques, and selection of
social and economic variables, the basic methodology employed by the major
electric utilities and. the Public Staff is widely used for projecting and
quantifying future trends. Each requires the analysis of massive amounts of
data, as shown by even a cursory review of the studies filed by the major
electric utilities and the Public Staff in this proceeding.

The range of forecasts resulting from the variety of data used and the
different assumptions made requires that flexibility be included in planning
capacity addition s3chedules. It can require suddenly accelerating
construction, and it can require the deferral or cancellation of construction.
Therefore, the precision achieved by the various forecasts must be considered
when selecting an appropriate capacity addition sehedule.

In order to determine what effect the precision achieved by the various
forecasts would have on future construction by the major electric utilities,
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the Commission must review the capacity addition schedules proposed by said
utilities in response to their forecasts. Testimony on capacity addition
schedules was presented in this proceeding by witness Montague of CP&L,
witnesses Owen and Sterrett of Duke, witness Ferguson of Vepco, witness Tucker
of Nantahala, and witnesses Nightingale and Lam for the Public Staff. The
capacity addition schedules for CP&L, Duke, and Vepco are summarized as
follows:

CAROLINA POVER & LIGHT COMPANY
Comparison of Capacity Addition Schedules

Year Public Staff Company
Unit oW Unit ol
1981 S
0§
1982 3 Uprate 35
1
1983 S Mayo 1 720 Mayo 1 720
1%
1984 3§
W
1985 s Harris 1 900
W Harris 1 900
1986 s
W
1987 S Peaking 250
W
1988 3§ Harris 2 900 Harris 2 900
%)
1989 s
W
1990 S Mayo 2 720 Mayo 2 720
W
1991 s
W
1992 S Harris 3 900 Harris 3% 900
)
W
1993
W
1994 s Base/Inter, 720 Harris 4® 900
W
1995 S
W
1996 S Harris 4 900

*Subsequent to the hearing, CP&L announced that Harris Units 3 & 4 were to be
cancelled.



Year
1981 S
W
1982 s
W
1983 s
W
1984 s
)
1985 s
]
1986 s
W
1987 S
]
1988 s
Y
1989 s
W
1990 S
W
1991 S
W
1992 S
%)
1993 S
)
1994 S
w
1995 S
%]
1996 S
%)
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DUKE POWER COMPANY

Comparison of Capacity Addition Schedules

Public Staff

Unit
McGuire 1

McGuire 2

Catawba 1
Catawba 2
Peaking
Retirement
Peaking
Retirement
Retirement
Base/Inter.
Retirement
Cherokee 1

Bad Creek 1 & 2
Retirement

Bad Creekx 3 & U
Cherokee 2

Base/Inter.

Cherokee 3

Perkins 1

i
1180

1180

1145
1145
400
-135
800
-93
-90
1120
-90
1280
500
-108
500
1280
1120

1280

1280

37

Company
fnit ™
McGuire 1 1180
McGuire 2 1180
Catawba 1 1148
Catawba 2 1145
Retirement -135
Retirement -93
Retirement -85
Retirement -90
Cherokee 1% 1280
Bad Creek 1 & 2 500
Retirement -108
Bad Creek 3 & 4 500
Retirement -76
Cherokee 2% 1280
Cherokee 3% 1280

# Subsequent to filing testimony Cherokee units were to be indefinitely

postponed
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VIRGINIA ELECTRIC AND POWER COMPANY
Comparison of Capacity Addition Schedules

Year Public Staff Company
Unit my Unit m

1981 s

W
1982 s

w
1983 S Peaking 1000

w
1984 s Peaking 400

W
198% s Bath County 1050%

W Bath County 525+
1986 S Bath County 1050%

W Bath County 525+
1987 S

W
1988 s Peaking 150

W
1989 s North Anna 3 898

W North Anna 3 907
1990 S Base/Inter. 800

ki
1991 S Base/Inter. 800

W
1992 3 North Anna 4 900

W Fossil 550
1993 s Base/Inter. 800

i} Fossil 550
1994 s Nuclear Base 900

W Fossil 550
1995 s Base/Inter. 800

W
1996 S Nuclear Base 900

W

Total capacity
+ Vepco portion of total capacity

The capacity addition schedule presented by CP&L and the schedule presented
by the Public Staff for CP&L are similar through 1995. The only significant
difference 1s 250 mW of peaking capacity the Public Staff would add in 1987.
On cross-examination the Public Staff witness implied that CP&L was not really
expected to add additional internal combustion turbine generators and that
alternative ways to achieve additional peaking capacity included purchases
from other utilities and increased load management or conservation measures.
In effect, then, there is no difference in the CP&L and the Public Staff
forecasts as far as the effect such forecasts will have on the resulting
capacity addition schedules through 1995. These statements do not take into
account the cancellation of Harris 3 and 4.

The capacity addition schedule presented by Duke and the schedule presented
by the Public Staff for Duke are similar through 1995, except for three
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significant differences. The only significant differences through 1988 are 400
mW of peaking capacity the Public Staff would add in 1986 and 800 aW of
peaking capacity it would add in 1987. As discussed earlier, additional
peaking capacity might also be achieved by outside purchases or by increased
conservation or load management. The Company still has several years of lead
time to see whether or not its near term load forecast proves accurate before
it must take action to provide the additional peaking capacity suggested by
the Public Staff analysis.

The only significant difference between the capacity addition schedule
presented by Duke and the schedule presented by the Public Staff for Duke for
the 1989 - 1993 period is 1120 mW of base/intermediate capacity the Public
Staff would add in 1989. Witness Owen testified that Duke is continuing with
the necessary engineering and purchase commitments to keep its four pumped
storage hydroelectric units, Bad Creek 1 - U, available for service at the end
of the 1980s. This could provide a viable alternative to the additional
base/intermediate unit suggested by the Public Staff. Therefore, it appears
that there is little difference in the Duke and Public Staff forecasts as far
as the effect such forecasts will have on the resulting capacity addition
schedules through 1993, if the flexibility contained in such capacity addition
schedules is considered.

The capacity addition schedule presented by Vepco and the schedule
presented by the Public Staff for Vepco differ significantly in the number and
timing of generating plant additions. This is primarily due to the difference
between the growth rates forecast by the Public Staff and by Vepco. The major
diffevences through 1989 are the 1400 m¥ of peaking capacity the Public Staff
would add in 1983 -~ 84, and the additional 1050 mi of capacity the Publie
Staff would add in 1985 - 86 by not selling a portion of the Bath County
pumped storage units. As discussed earlier, additional peaking capacity might
also be achieved by outside purchases or by increasing conservation or 1load
management . However, it is questionable whether or not as much as 1400 mW
additional capacity could be constructed by 1983 - 84, although such peaking
capacity could probably be constructed by 1985 - 86 if the Public Staff’s near
term forecast should prove accurate, Therefore, the higher Public Staff
forecast of future generating capacity needs for Vepco becomes more serious.

The major differences between the capacity addition schedules presented by
Vepco and the schedule presented by the Public Staff for Vepco for the 1990 -
1995 period is 800/900 mW the Public Staff would add each year beginning in
1990 through 1995, while Vepco would only add 550 mW each year beginning in
1992 through 1994, The Vepco plan should be flexible enough to allow for
accelerating to some extent the completion of North Anna 3 and of the three
fossil units scheduled for the early 1990s, and additional flexibility is
expected from generation provided by small power producers and by cogeneration
facilities. However, the wide disparity between the capacity additions needed
to meet the Public Staff forecast and those actually planned by Vepco is
disturbing.

The Commission recognizes that the Public Staff was unable to go into as
much detail in its analysis of growth for Vepco as it did in its analysis of
growth for CP&L and Duke, and that its forecast of Vepco’s load growth may
suffer as a result. However, the Commission is also not convinced that the
forecast by Vepco is any more accurate than the Public Staff forecast when
such forecasts are compared with the historical growth rates for Vepco for the
past five and 10 years.
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The Commission concludes that the ranges of load forecasts defined by the
CP&L and Duke load forecasts and by the Public Staff 1load forecasts
respectively will result in very similar capacity addition schedules, and that
such ranges should be adopted as the current load forecasts of this Commission
for CP&L and Duke. The forecasts as revised since the close of the hearing
still fall within these ranges.

The Commission further concludes that it should also adopt the range of
load forecasts defined by the Vepco load forecast and by the Public Staff load
forecast as the current load forecast of this Commission for Vepco, although
said range of forecasts will result in quite different capacity addition
schedules. Such Commission forecast for Vepco must necessarily remain less
precise than the Commission would like, but it is the best forecast that the
Commission can make in this proceeding in view of the_evidence before it.

The Commmission will now review the capacity addition schedules proposed by
the parties to determine if they will provide an adequate and reasonable level
of reserve capacity. It is virtually impossible to plan for major capacity
additions in a manner which will provide a constant level of reserves.
Reserves will generally be less than optimum Jjust prior to placing new plants
into service, and reserves will generally be more than optimum Just after new
plants are placed into service. The Commission also notes that reserves must
be adequate to account for a variety of uncertainties which until recently
were unknown. Among the new uncertainties is the impact of regulatory policies
and environmental laws. Units are subject to being out of service as a result
of pollution control equipment malfunctions and Nuclear Regulatory Commission
orders and directives. Further uncertainty is created by the as yet unknown
impact of load management programs currently being implemented and relied upon
to reduce the need for future generating plan%t additions.

The Commission has found in previous proceedings of this nature that a
minimum reserve margin of 20% should be utilized for planning purposes. The
witnesses for CP&L, Duke, and the Public Staff testified in this proceeding
that a 20% minimum reserve margin would provide adequate and reliable electric
service, while the Vepco witness testified that a 20% -~ 25% reserve margin
would be sufficient. Therefore, the Commission concludes that a 20% reserve
margin continues to be appropriate for planning purposes for the major
electric utilities operating in North Carolina.

The CP&L capacity addition schedule, using CP&L°s load forecast, provides
for reserves in excess of 20% in all but two years, 1985 (16.5%) and 1987
(19.5%). The reserves through 1995 range from the 1985 low of 16.5% to a high
of 29.8%, and they average 24.1%. The Commission finds this to be reasonable,
especially since 1,018 mW of the total reserves are comprised of IC turbines
which can be allowed to sit idle at very low cost to the consumer but which
can be pressed into service when needed. As stated earlier, after the
conclusion of the hearing in this proceeding, CP&L announced that it was
cancelling Harris Units 3 & 4, This would reduce projected reserve margins
below 14,0% after 1992. The Commission has concerns over the adequacy of this
reserve level and we will continue to monitor the prudence of this situation.

The Duke capacity addition schedule, using Duke’s load forecast, provides
for reserves through the 1989 summer peak ranging from a low of 14.5% to a
high of 33.1%, and averaging 22.7% for the period. From that time foreward,
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Duke projects inadequate reserves through 1995 ranging from a high of 14.5% to
a low of negative 5.8%. The Commission finds the reserves for Duke to be
reasonable through the end of the 1980s and recognizes that the low reserves
projected into the 1990s reflect the postponement of the Cherokee units. If
growth in the near term exceeds expectations, there should still be time to
adjust capacity additions planned for the early 1990s.

The Vepco capacity addition schedule, using Vepco’s load forecast, provides
for reserves in excess of 25% in all but two years, 1989 (24.8%) and 1992
(24.0%). The reserves through 1995 range from the 1992 low of 2U4.0% to a high
of 38.9%, and they average 28.8%. The Commission finds this to be reasonabdble,
since it is based on a load forecast which is significantly low in comparison
to the Public Staff load forecast.

The Commission concludes that the capacity addition schedules presented by
CP&L and Duke wWill not result in excessive reserve margins through 1995, and
that such schedules will result in adequate reserves at least through the end
of the 1980s. The Commission further concludes that the capacity addition
schedule presented by Vepco will also not result in excessive reserve margins
through 1995.

Nantahala is forecasting total energy sales in 1981 of S541.4 k¥h increasing
to 867.7 kWh by 1995, a 3.2% rate of growth. System peak demand in the 1981 -
1982 winter is expected to be 147.9 mW and 261.9 mW by 1995 - 1996, a 3.9%
rate of growth.

For several years Nantahala“s existing generating facilities have not been
capable of supplying the total requirements of its customers. For this
reason, the Company entered into agreements with the TVA to purchase on a firm
basis all electricity needed in excess of that available from its plants.
These long-term arrangements ‘expire in 1982. For future supply, Nantahala
plans to negotiate new agreements with the TVA. All indications are that the
TVA has anticlpated new agreements and has planned its system to include
Nantahala’s requirements. Further, the Company has no finite plans for
construction of additional generating capacity at this time.

Nantahala“s forecast is developed for its long-range bdudgeting purposes.
The Company’s budgets are prepared for five-year periods. Since Nantahala is
not planning jits generation system to meet its total requirements, planning
for construction is 1limited to the transmission and distribution systems.
Lead times for T&D additions fall well within the five-year normal forecasting
period.

The public witnesses generally exoressed concern about overestimating the
future need for additional generating capacity and also concern about the
types of generating facilities being planned for supplying such ~future
capacity. Many urged more conservation of energy and greater emphasis on
alternate sources of energy.

Intervenor witness Eddleman provided a discussion of alternate energy
sources and suggested that such alternatives were not being fully recognized
in the forecasts proposed by the Pudlic Staff or by the major electric
utilities. He also contended that such lack of recognition was partially
responsible for what he perceived to be the poor track record of the Public
Staff and the major electric utilities in forecasting peak loads for the past
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few vears. Intervenor witness Page also pointed out what he perceived to be a
tendency by the Public Staff and by the major electric utilities to
overestimate the rate of growth in the demand for electricity and he also
expressed concern with reliance on nuclear power to meet future electric
generating needs in North Carolina. Public witness Weintraub once again urged
the Public Staff to extend the sensitivity anaylsis in its forecasts by
examining 1%, 2%, and 2.5% average annual growth rates in real electricity
prices and by also examining at least one larger set of elasticities for the
price range selected.

One of the primary difficulties faced by this Commission is separation of
the fact of the energy alternatives that are known to be available and
desirable and the bYbelief that such alternatives will all become cost
effective and available in quantity in time to be of significant value during
the current planning horizon. The Commission is placed in the position of
having to evaluate firm capacity addition schedules to meet "known" or "most
likely" future occurrences at the same time it works to encourage energy
alternatives which could change those "known" or "most 1likely" sets of
conditions. Thus, the Commission is required as a matter of practicality to
allow for flexibility in generation planning.

The Commission has found in earlier dockets, including the previous load
forecast docket, that the most economical method of electric generation for
Duke, CP&L, and Vepco is a combination of hydroelectric generation and coal-
fired and nuclear-fueled steam generation. Therefore, the Commission
recognizes the need for base load nuclear and coal-fired power plants and
centralized hydroelectric peaking plants in North Carolina during the planning
period of the forecast. The Commission also recognizes, however, that
conservation, load management, and the development of alternative energy
sources will play an increasingly larger role during the latter years of this
century. The current load forecast of the Commission is based in large part
on the premise that conservation and load management efforts are not a
temporary phenomenon but represent permanent changes in the attitude of
society toward the use of energy. More recently, the Commission has
authorized the establishment and funding of a North Carolina Alternative
Energy Corporation in order to develop more efficient uses of energy
resources.,

IT IS, THEREFORE, ORDERED:

1. That the findings of fact and conclusions of this Order are hereby
adopted as the Commission’s Plan to meet the future requirements for electric
service in North Carolina.

2. That in future load forecast proceedings, CP&L, Duke, Vepco,and the
Public Staff shall file as a minimum a 15-year summer peak demand forecast,
a 15-year winter peak demand forecast, a 15-year energy forecast, and proposed
capacity addition schedules which would provide adequate, reliable, and
economic electric service in North Carolina in the event of the occurrence of
the most 1likely growth rate, the fastest expected growth rate, and the slowest
expected growth rate. Said capacity addition schedules shall include new
additions, retirements, cold reserve shutdowns, etc.

3. That the 1982/83 Load Forecast Proceedings are hereby tentatively
scheduled for public hearing beginning in late March 1983, with prefiled
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reports of the Public Staff, Duke, CP&L, Nantahala, and Vepco due in late
February 1983, and comments of all interested parties due 1n early March
1983. A further Order will be issued at a later date in order to institute
said proceeding and to confirm the hearing schedule and the scope of
investigation.

ISSUED BY ORDER OF THE COMMISSION.
This the 20th day of April 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk

DOCKET NO. E-100, SUB W1
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Determination of Rates for Purchase and Sale of )
Electricity Between Electric Utilities and Qualifying ) RECOMMENDED ORDER ON
Cogenerators or Small Power Producers and Rulemaking )} WHEELING OF POWER
Concerning Conditions and Requirements for Such )
Service

HEARD IN: The Commission Hearing Room, Dobbs Building, #430 N. Salisbury
Street, Raleigh, North Carolina on November 17, 1981

BEFORE: Hearing Examiner Allen L. Clapp
APPEARANCES:
For the Respondents:

Samuel Behrends, Jr., Esq,; Carolina Power & Light Company; P. O.
Box 1551, Raleigh, North Carolina 17602; and John Bode, Esq.; Bode,
Bode and Call, Attorneys at Law, P. O. Box 391, Raleigh, North
Carolina 27602

For: Carolina Power & Light Company

¥W. Edward Poe, Jr., Esq.; Duke Power Company, P. 0. Box 33189,
Charlotte, North Carolina 28242
For: Duke Power Company

Edgar M. Roach, Jr., Esq.; Hunton and Williams, Attorneys at Law;
P. 0. Box 109, Raleigh, North Carolina 27602; and Douglas Michael
Palais, Esq.; Hunton and Williams, Attorneys at Law; P.O. Box 1535,
Richmond, Virginia 23212

For: Virginia Electric and Power Company

For the Intervenors:
Jerry B. Fruitt, Esq.; Eller and Fruitt, Attorneys at Law; P. O.

Drawer 27866, Raleigh, North Carolina 27611
For: North Carolina Textile Manufacturers Association, Inc.
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Ralph McDonald, Esq.; Bailey, Dixon, Wooten, McDonald & Fountain,

Attorneys at Law; P. O. Box 2246, Raleigh, North Carolina 27602

For: O0lin Corporation, PPG Industries, Inc., The Singer Company,
Weyerhauser Company, and Kemp Furniture Industries, Inc.

For the Publiec Staff:

G. Clark Crampton, Esq.; Staff Attorney; Public Staff-- North
Carolina Utilities Commission, P. O. Box 991, Raleigh, North
Carolina 27602

For: The Using and Consuming Public

CLAPP, HEARING EXAMINER: On September 21, 1981, the North Carolina
Utilities Commission issued a Recommended Order in this docket approving rates
and terms and conditions for the purchase and sale of electricity between
electric ntilities and qualifying cogenerators and small power producers. That
Order also rescheduled a further hearing on wheeling provisions. No
exceptions were filed by any party and, consequently, the Recommended Order
became effective and final on October 12, 1981,

The Commission’s Order included the following Finding of Fact:

#18. Wheeling of power through one utility to another may be a cost
efficient means of improving power supply."

The evidence and conclusions for this finding of fact noted, however, that
the evidence in this docket at that time was not sufficient to determine the
necessity or cost of such wheeling services. Consequently, each eclectric
utility in North Carolina and the Public Staff were ordered to file on or
before October 13, 1981, "memoranda of law, testimony and data, concerning
rates and requirements for wheeling services, specifically addressing, as a
minimum, the rates of wheeling throusgh one utility to another and wheeling
from one customer installation to another installation of the same customer."

Pursuant to an Order dated October 6, 1981, the filing deadline was
extended to October 30, 1981. On that date, Carolina Power & Light Company
(cP&L) filed a memorandum of law and the direct testimony and exhibit of Bobby
L. Montague, Vice President of the Planning and Coordination Department of
CP&L. Duke Power Company (Duke) filed the direct testimony of Donald H.
Denton, Vice President of Marketing for Duke. Vepco filed a memorandum of law
and the direct testimony of Johnnie M. Barr, Jr., Director of Cost Analysis
for Vepco.

Based upon the foregoing, the testimony and exhibits at the hearing, and
the Commisison’s file and record in this matter, the Commission makes the
following

FINDINGS OF FACT

1. The rules promulgated by the Federal Energy Regulatory Commisison
(FERC) in Title 18 C.F.R. Part 292, implementing Section 210 of the Public
Utility Regulatory Policies Act (PURPA), provide for wheeling of power by
utilities on a voluntary basis.
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2. There has been no showing that the setting of wheeling rates for the
power generated by qualifying facilities in North Carolina is cost-effective
or necessary to encourage cogeneration and small power production. Charges to
qualifying facilities for the wheeling of their power throuzh a utility system
may appropriately be determined on a case-by-case basis. There are complaint
procedures available for use by qualifying facilities which are unable to
reach agreement with a utility concerning wheeling rates or provisions.

3. Jurisdiction over wheeling may reside with either the FERC or this
Commission, depending upon the circumstances.

EVIDENCE AND CONCLUSIONS

The evidence for these findings is in 18 C.F.R. Part 292, the prior record
in this docket, and the testimony of CP&L witness Montague, Duke witness
Denton and Vepco witness Barr. Title 18, C.F.R. 292.303(d) prescribes
electric utility obligations under the FERC Rules. Section 292.303(d)
orovides:

“Transmission to electric utilities. If a qualifying facility
agrees, an electric utility which would otherwise be obligated to
purchase energy or capacity from such qualifying facility may
transmit the energy or capacity to any other electric utility. Any
electric utility to which such energy or capacity is transmitted
shall purchase such energy or capacity under this subpart as if the
qualifying facility were supplying energy or capacity directly to
such electric utility. The rate for purchase by the electric utility
to which such energy is transmitted shall be adjusted up or down to
reflect 1line losses pursuant to 292.304(e)(4) transmission.”
{emphasis added)

This language indicates that mandatory wheeling was not contemplated by the
FERC. Indeed, in the introductory section of FERC Order No. 69, which
established the rules, the FERC explicitly stated with respect to 292,303(d):

"(T)he Commission notes that this transmission (wheeling) can only
occur with the consent of the utility to which energy or capacity
from the qualifying facility is made available. Thus, no utility
is forced to wheel." Order No. 69 at 31 (emphasis added).

Section 201(b)(1) of the Federal Power Act grants the FERC {(formerly the
Federal Power Commission) control over “the transmission of electric energy in
interstate commerce...." It 1is not necessary that power actually move in
interstate commerce in order to be regulated by the FERC. Rather, power is
construed as being in interstate commerce if the utility generating such power
is interconnected with utilities in other states by means of a power line
grid. CP&L, Duke and Vepco are all connected to such a grid, and are all
engaged in "the transmission of electric energy in interstate commerce." See
Federal Power Commission v. Florida Power & Light Company, 404 U.S. 453
(1972). Section 203 of PURPA granted the FERC authority to order wheeling in
very limited circumstances, but did not grant the states any such authority.

While the above would tend to 1{indicate that, to the extent that such
service is regulated at all, wheeling 1s regulated entirely by the FERC,
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wheeling may in some circumstances be under the jurisdiction of both the FERC
and this Commission.

Under the FERC rules, electric utilities to which power is offered by
qualifying facilities are obligated to purchase such power. The obligation of
each utility to purchase this power may be passed on to another utility only
if the utility in whose service territory the qualifying facility is located
does not wish to purchase the power and if the qualifying facility agrees to
the wheeling of the power.

CP&L, Duke and Vepco have all stated that they intend to purchase any and
all energy and capacity offered to them by qualifying facilities 1located
within their respective service territories. Under these circumstances,
wheeling of energy or capacity generated by qualifying facilities is not
expected to occur if a qualifying facility is econonically viable at the
avoided-cost rate levels of the utility with which it would connect. CP&L
witness Montague expressed concern that wheeling of power generated by
qualifying facilities in North Carolina to other regions may result in
increased demands upon CP&L°s system with resultant increased costs to North
Carolina consumers of electricity. That is a legitimate matter for concern.
However, in the case where a marginal qualifying facility would not be
economically viable at its connecting utility’s avoided costs but would be so
at a neighboring utility’s avoided costs, even after paying reasonable costs
of wheeling to the intermediate utility, assuming also that it is practical to
meter and wheel such energy, there does not appear to be significant adverse
impact on the intermediate utility’s ratepayers if the intermediate utility
wheels power from the qualifying facility to the receptor utility. Although
such wheeling could be necessary to the economic viability of marginal
installations, there is no evidence as to the need or appropriateness of
setting such rates and provisions at this time.

With respect to wheeling from one customer installation to another
installation of the same customer, CP&L witness Montague, Duke witness Denton
and Vepco witness Barr all expressed a common concern. These witnesses stated
that a qualifying facility could only find it economically advantageous for
them to wheel power between installations, rather than buying from utilities
and selling to utilities on Commission-approved tariffs, if the economic
benefits to these qualifying facilities, ie., rate reductions, would exceed
the utilities’ avoided costs, thus implying an imbalance 1in rate designs.
Such a situation would lead to increased costs to the utilities® other
customers because such economic advantage would be the result of subsidization
of qualifying facilities by the utilities” other customers. Such a
subsidization is prohibited by PURPA and by the FERC rules.

It is clear that this Commission has jurisdiction over the rates, including
terms and conditions, paid by retail customers to utilities for electric
service. This includes the authority to allow, require or prevent the use of
the totalized meter concept in billing customers that take electric service
through multiple meters, whether at the same site, on contiguous properties or
at separate locations. Jurisdiection is retained regardless of whether any or
all of these facilities include cogeneration at the site. The Commission is
also charged with preventing discrimination among and between customers, with
promoting efficiency, and with reducing the need to construct new electric
generating facilities. In order to accomplish these goals, it is necessary
for the Commission to examine the cost impacts of various kinds of service
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requirements and conditions, incliuding self-generation, and to set rates
accordingly. Such rates must be as fully reflective of the complete set of
service conditions and costs as practical., To that extent, the Commission has
jurisdiction over the effective charges or discounts included within the
calculation or application of such rates, including wheeling charges. (See
G.S. 62-2, 62-23, 62-30, 62-32, 62-131, 62-133 and 62-140.)

There is substantial evidence in the record that the current rates, terms
and conditions set by this Commisison in its Order of September 21, 1981, will
encourage cogeneration and small power production in North Carolina without
forcing the utilities” other customers to subsidize such generation. No
evidence has been presented by any party to this proceeding that wheeling of
power generated by qualifying facilities is necessary to maintain the economic
viability of existing qualifying facilities or to encourage further
development of cogeneration and small power production. There has also been
no showing that wheeling of power generated by qualifying facilities will be
cost-effective either for such facilities or for North Carolina’s other
consumers of electricity. Under these circumstances, it is unnecessary and
inappropriate to require wheeling or to set rates and terms and conditions for
such service especially since, if required, such rates and provisions might
best hbe set on a case-by-case basis. It is concluded %that such rates and
provisions, if needed in the future, should be determined through negotiation
between the qualifying facility and the utility. Where agreement cannot be
reached, it would be appropriate for this Commission or the FERC, as
apbropriate, to consider appropriate action in a complaint proceeding
initiated under applicable rules.

While it is clear thdt the Commission has jurisdiction over wheeling
between facilities under Jjoint operation and control, if such is ever found teo
be reasonable in 2 particular instance, it is also elear that the Commission
does not have the jurisdiction to require or to set rates and conditions for
wheeling from a qualifying facility through one utility to another. It is
equally clear, however, that this Commission has the mandate to cooperate with
other states and the federal government in promoting and coordinating the
latter service.

Should situations occur which are not presently contemplated by the parties
to this proceeding in which wheeling may be desirable, the utilities are
encouraged to work with qualifyinz facilities on a case-by-case basis to
develop cost effective and equitable arrangements. The Commission will stay
informed of developments in this area and will encourage and require
cooperation between utiltiies and qualifying facilities in the development of
individual wheeling rates, terms and conditions if such are appropriate.

IT 1S, THEREFORE, ORDERED THAT

CP&L, Duke and Vepco shall consider requests by qualifying facilities for
wheeling services on a case-by-case basis and are encouraged to develop
wheeling rates, terms and conditions if such service is appropriate and cost
justified.

ISSUED BY ORDER OF THE COMMISSION.
This the 11th day of January 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk
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DOCKET NO. 87100, SUB 41

BEFORE THE NORTH CAROLTNA UTILITIES COMMISSION

In the Matter of
Filing by Utilities Holding Company for Approval ) ORDER ALLOWING COMPANY
to Fnter into a Rate with Duke Power Company That )} TO RECEIVE CAPACITY
Would Include Payment of Capacity Credits ) CREDITS AS DEFINED IN
) DOCKET NO. E~100, SUB 41

BY THE COMMISSION: On June 18, 1982, 'Utilities Holding Company filed a
letter with this Commission, -stating the need to receive capacity payments in
order to continue operating at its present capacity and to make necessary
repairs to its equipment. As defined in the above-mentioned docket, this
Company would be described as "existing capacity” and thus would not be
eligible for capacity payments absent. a showing of financial need for the
payment of capacity credits to continue the benefits from such facility over
the foreseeable future. Utilities Holding Company has indicated that its
ope?ations would have to be substantially curtailed without capacity payments
by Duke Power Company.

This matter was presented for Commission consideragion by the Public Staff
at the Commission’s regular Monday morning Staff Conference held on July 12,
1982, Based upon its investigation into the matter at hand, the Public Staff
recommended that the Commission approve Utilities Holding Company’s request as
filed for purposes of payment of capacity credits under Duke Power Company’s
Schedule PP.

IT IS, THEREFORE, ORDERED das follows:

1. That Utilities Holding ‘Company shall for all reasons other than_ those
stated herein, continue to be defined as existing capacity.

2. That in order for this Company to continue hydroelectric operations it
must receive additional revenues. These additional revenues are essential for
the Company to make necessary repairs and replacements.

3. That this filing by Utilities Holding Company to receive capacity
payments as stated in Duke’s PP rate schedule is approved for this instance
only.

ISSUED B8Y ORDER OF THE COMMISSION.
This the 14th day of July 1982,
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk
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DOCKET NO. E-100, SUB 41

BEFORE THE MORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Determination of Rates for Purchase and Sale of )
Flectricity between Electric Utilities and Qualifying )
Cogenerators or Small Power Producers and Rulemaking } ORDER
Concerning Conditions and Requirements for Such )
Service )

RY THE COMMISSION: On Jznuary 11, 1982, Hearing Examiner Allen L. Clapp
issued a recommended order in this docket entitled "Recommended Order on
Wheellng of Power."™ By an accompanying Hotice, the parties were required to
file exceptions to the Recommended Order on or bYefore Januvary 26, 1982, and
further, were advised that if no exceptions were filed, the Recommended Order
would become effective and Final on February 1, 1982, unless the Commission
postponed the effective date thereof.

On January 25, 1982, Kemp Furniture Industries, 1Inc., an Intervenor in the
proceeding, filed a motion with the Commission asking that the time for filing
exceptions be extended from January 26, 1982, until February 3, 1982, and that
the effective date of the Recommended Order be postponed. In response to this
motion, the Commission issued an Order on January 28, 1982, allowing Kemp
Furniture TIndustries, 1Inc., an extension of time within which to file
exceptions until February 9, 1982, and providing that the effective date of
the Recommended Order dated January 11, 1982, be postponed ™until further
Order of the Commission." Subsequently, on February 9, 1982, counsel for Kemp
Furniture TIndustries, Inc., filed with the Commission a letter advising that
his client had decided not to file exceptions.

it has now come to the attention of the Commission that no further Order
regarding the effective date of the Recommended Order of January 11, 1982, has
ever been entered, as comtemplated by the Commission Order of January 28,
1982. It was not the intention of the Commission that the effective date of
the Recommended Order be postponed indefinitely.

IT IS, THEREFORE, ORDERED that the Recommended Order of January 11, 1982,
in the present docket be regarded as effective as of the present date.

TISSUED BY ORDER OF THE COMMISSION.
This the 2nd day of December 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sharon Credle Miller, Deputy Clerk

DOCKET NO. E-100, SUB 45
BEFORE THE NORTH CAROLINA UTILTITIES COMMISSION
In the Matter of

Revision of the Commission Rule R1-32 Requiring ) ORDER REVISING
Filing of Annual Reports by Public Utilities } RULE R1-32
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BY THE COMMISSION: On March 18, 1982, the Commission issued an ‘Order in
Docket MNo. E-100, Sub U5, entitled "Notice of Rulemaking; Order Allowing
Comments; Proposed Amendment to Rule R1=32," The proposed amendment to
Commission Rule R1-32 was made on the recommendation of the Public Staff and
would require electric companies to continue to provide certain information as
a part of the annual reports filed with this Commission in addition to the
revised Form No. 1 filed with the Federal Energy Regulatory Commission (FERC).
The proposed amendment to Rule 1-32 arises from a Order issued by the FERC on
January 6, 1982, wherein the Form No. 1 was revised to eliminate the
requirement for Certified Public Accountant certification on certain
schedules, to establish specific reporting thresholds for certain schedules,
to revise the instructions on specific schedules, to delete reporting columns
from certain schedules, and to delete numerous schedules in their entirety.

The proposed rule revision would add a subsection (g) to Rule R1-32 which
requires electric companies to continue to file certain of the aforereferenced
data with the Commission on an annual basis .in conjunction with the filing of
the revised FERC Form No. 1.

Comments on the proposed revisions were filed by Carolina Power & Light
Company, Duke Power Company, Virginia Electric and Power Company, and
Nantahala Power & Light Company excepting to the proposed rule revisions.
Generally speaking, the companies took the position that the information was
not needed on a continuing basis: that it was unnecessary; that it was of
minimal value: that it minimized cost savings; and that it was wunduly
burdensome.

Following written comments by the aforementioned electric companies the
matter was considered by the Commission in Monday morning Staff Conference on
April 16, 1982. Representatives from the Commission Staff, Public Staff,
Carolina Power & Light Company, and Duke Power Company presented their views
on the matter.

Based upon the foregoing, the Commission concludes that electric companies
in the State should file the information attached hereto as Appendix A with
the Commission annually in conjunction with the filing of the FERC Form No. 1
and that the proposed revision to Rule R1-32 shown in Appendix A should be
adopted.

IT IS, THEREFORE, ORDERED as follows:

1. That the Commission Rule R1-32 shall be revised by adding subsection
(g) shown in Appendix A attached hereto.

2. That the information shown in Appendix A applicable to the calendar
year 19891 shall be filed with the Commission by each electric company in this
state within thirty (30) days from the date of this order.

ISSUED 3Y ORDER OF THE COMMISSION.
This the 24th day of May 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra -J. Webster, Chief Clerk
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APPENDIX A
ADDITION TO COMMISSION RULE R1-32

In addition to filing FERC Form No. 1 as revised by the Federal Energy
Regulatory Commission effective on February 5, 1982, for reports to be
filed on or before April 30, 1983, and for reports filed thereafter,
Electric Companies shall also file the following financial schedules in
addition to the revised FERC Form No. 1, or modify the revised FERC Form
No. 1 schedules as follows:

(1) The following schedules previously included in FERC Form No. 1 but
not included in the revised FERC Form No. 1 shall continue to be
filed in Revised Form No. 1 and assigned the page numbers indicated

below:
Page Page Number
Number of To Be Assigned
Previous Revised
Schedule Title Form No. 1 Form No. 1

Investments 202 216
Accumulated provision for uncollectible

accounts 204 219
Production fuel and oil stocks 209 218-A
Miscellaneous current and accrued assets 210 221
Preliminary survey and investigation

charges 212 222
Deferred losses from disposition of

utility plant 21b-a 222-A
Unamortized loss and gain on reacquired

dedbt 214-8 222-8
Miscellaneous current and accrued

liabilities 224 262
Operating reserves 226 263
Investment tax credits generated and

utilized 228 274
Gain or loss on disposition of property 300 305
Income from utility plant leased to

others 301 306
Particulars concerning certain other

income accounts 303 307
Extraordinary items 306 319
Plant acquisition adjustments and

accumulated provision for amortization

of plant acquisition adjustments 407 325
Sales of electricity - by communities 410-411 302-303
Lease rentals charged 421A-D 328A-D

(2) The schedule entitled "Charges for Outside Professional and
Consultative Services," which was Page 354 of previous Form No. 1
shall be filed as Page 32% of revised Form %o. 1, but the previous
410,000 limit may be increased to $50,000.
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For Page Numbers 102 and 250 of revised Form No. 1 the electric
companies shall file the information requested by these schedules
instead of making reference to Securities and Exchange Commission
10-K Report Form.

The limit of $5,000 required in Line Number 5 of Page 333 of revised

‘Form No. 1 shall be decreased from $5,000 to $1,000.

A column (e) entitled “"Increase or Decrease" shall be added to Pages
110 - 113 of revised Form No. 1.

Columns (e) through (3) of Pages 214C-D of previous Form No. 1 shall
be added as Columns (c) through (j) of Page 224 of revised Form

No. 1. Column (e¢) of Page 22U of revised Form No. 1 shall be
changed to Column (k).

The. information requested in instruction 1.8 of Page 106 of previous
Form No. 1 which was omitted from Page 106 of revised Form No. 1
shall continue to be provided on Page 106 of revised Form No. 1.

Page 337 of revised Form No. 1 shall be filed based on the
instructions for Page 304 of previous Form No. 1.

Pages 350 and 351 of revised Form Mo. 1 shall be filed based on the
instructions for Pages 353 -~ 353A of previous Form No. 1.

A summary of operation and maintenance’expenses shall be inserted on
Page 323 of revised Form No. 1 in the same format as contained on
Page 420 of previous Form No. 1.
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DOCKET NO. G-100, SUB 24
DOCKET NO. G-21, SUB 177
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

General -~ Gas, and North Carolina Natural Gas )
Corporation - Rulemaking Proceeding for Curtailment ) RECOMMENDED ORDER
of Gas Service Due to Gas Supply Shortage )

HEARD IN: Commission Hearing Room, Dobbs Building, 430 North Salisbury
Street, Raleigh, North Carolina

BEFORE: Hearing Examiner Robert P. Gruber
APPEARANCES:
For the Applicant:
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27602

and

Edward Jacobs, Attorney at Law, General Counsel’s Office, CF
Industries
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For the Respondents:

Donald W. McCoy, McCoy, Weaver, Wiggins, Cleveland & Raper,
Attorneys at Law, Box 2129, 222 Maiden Lane, Fayetteville, North

Carolina 28302
For: North Carolina Natural Gas Corporation

James M. Day, Boyce, Mitchell, Burns & Smith, Attorneys at Law, P.
0. Box 2479, Raleigh, North Carolina 27602

Jerry W. Amos, Brooks, Pierce, McLendon, Humphrey & Leonard,

Attorneys at Law, P. 0. Drawer U, Greensboro, North Carolina 27402

For: Piedmont Natural Gas Company, United Cities Gas Company and
Pennsylvania & Southern Gas Company

Thomas W. Steed, Jr., Allen, Steed & Allen, P.A., Attorneys at Law,
P. 0. Box 2058, Raleigh, North Carolina 27602

and
Keith R. McCrea, Grove, Jaskiewicz, Gillian & Cobert, Attorneys at

Law, 1730 M Street, N. W., Washington, D. C. 20036
For: Kerr Glass Manufacturing Corporation and Owens-Illinois, Inc.
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Henry S. Manning, Hunton & Williams, Attorneys at Law, P. 0. Box
109, Raleigh, North Carolina 27602
For: Aluminum Company of America

Thomas R. Eller, Jr., Attorney at Law, P. O. Box 27866, Raleigh,
North Carolina 27611
For: North Carolina Textile Manufacturers Association, Inc.

Richard J. Bryan, Senior Staff Attorney, Burlington Industries,
Inc., 3330 W. Friendly Avenue, Greensboro, North Carolina 27420
For: Burlington Industries, Inc.

For the Public Staff:

Robert F. Page, Staff Attorney, PUBLIC STAFF - North Carolina
Utilities Commission, P. O. Box 991, Raleigh, North Carolina 27602
For: The Using and Consuming Public

ROBERT GRUBER EXAMINER: On August 4, 1980, CF Industries, Inc. ("CFI"),
filed a Motion seeking a higher curtailment priority for gas employed in an
essential agricultural use. More specifically, CFI sought to modify NCUC Rule
R6-19.2 to conform the Commission’s definition of '"process gas" to the
definition of* "process fuel" as prescribed by the United States Department of
Agriculture ("USDA"), in C.F.R. Section 2900.2(e). The USDA’s definition of
process fuel which CFI requested the Commission to adopt included "natural gas
used to produce steam which in turn is directly applied in processing of
products and for compression of products so that processing may take place.™
Under the USDA definition, some boiler fuel uses of natura)l gas would have
been included as process gas. The effect of CFI’s proprosal would have been
that gas used for "essential agricultural"” purposes would have been moved into
Priority 2.

At a November 2, 1980 Staff Conference, the Commission considered CFI’s
proposal and the recommendations of the Public Staff. The Public Staff
recommended that the Commission either reject outright the CFI proposal or
alternatively that it consider that NCUC Rule R6-19.2 be amended to place
large agricultural boiler fuel use in Priority 6.1. On December 1, 1980, the
Commission instituted a rulemaking to consider the adoption of the Public
Staff’s alternative proposal, and pending the hearing, the Public Staff’s
proposal was adopted on an interim basis. Subsequently, on December 10, 1980,
the Commission issued an amended order which stated that it would consider the
CFI proposal to place gas used for "essential agricultural' purposes in
Priority 2 as well as the alternative propsal that it be placed in Priority
6.1.

The matter came on for hearing on February 2%, 1981, before a Commission
Hearing Examiner. Parties appearing at the hearing are indicated above. The
following testimony was presented at the hearing:

CFI presented the testimony of of Arthur DelLeon, Manager, Energy Planning
in support of its request for a higher priority for natual gas employed to
produce steam by essential agricultural users.

Aluminum Company of America (Alcoa) presented the testimony of Mr. Maynard
F. Strickland, Chief Industrial Engineer at its Badin Works in opposition to
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both the CFI proposal and the alternative proposal. The Public Staff
presented the testimony of Ray J. Nery, Chief Gas Engineer. Also filed in the
record and considered were written statements of position by the North
Carolina Textile Manufacturers Association, Inc. and Owens-Illinois and Kerr
Glass.

Subsequent to the hearing, and prior to the filing of proposed orders and
briefs, the United States Court of Appeals for the D. C. Circuit on June 30,
1981, issued a decision entitled Process Gas Consumers Group v. United States
Department of Agriculture (No. 80-1558) which held that the term "essential
agricultural use"” as defined in Section 401(f){1)(B) of the Natural Gas Policy
Act of 1978 ("NGPA") does not include boiler fuel and, therefore, the USDA’s
definition of process fuel as contained in 7 C.F.R. Section 2900.2(e) is not
in a accord with NGPA. The Court ruled that the USDA“s definition of process

fuel be vacated and set aside.

On August 3, 1982, CFI filed "Motion for Leave to Amend" in which it moved
to amend its original motion as follows: (1) To suspend consideration of the
CFI proposed amendment to Rule R6-19.2 pending Appellate review of the
Process Gas Consumers Group case, (2) to continue for the 1981-82 winter
heating season the interim amendment heretofore approved by the Commission,
and (3) to make a final determination of the "process gas" definition and the
interim amendment to Rule R6~19.2 in the 1982 summer season.

The NCTMA and Public Service Company of North Carolina filed responses
opposing the motion for leave to amend. On September 28, 1981, the Commission
issued '"Order Allowing CFI to File Motion for Leave to Amend," which allowed
all partlies to respond to said .motion. Alcoa and the NCTMA have filed
responses.

On October 29, 1981, CFI filed "CF Industries Supplemental Comments and
Reply to Alcoa’s Response." On November 17, 1982, Alcoa filed '"Response of
Aluminum Company of America to Supplemental Comments of CF Industries.”

Having considered the foregoing, the Examiner concludes as follows:

The United States Court of Appeals has ruled that "process fuel™ does not
mean boiler fuel, and, therefore, CFI's proposed amendment whiech would place
certain agricultural uses of boiler fuel in NCUC Priority 2 must be rejected.
Any rule adopted by this Commission should be in full compliance with the
NGPA, and CFI’s proposal is clearly in violation of that Act.

The only remaining question to be decided is whether the interim rule
should be adopted. This rule splits Priority 6 into two sub-classes, with
boiler fuel for essential agricultural uses with No. 2 oil or propane as the
only alternative fuel (Priority 6.1) being placed ahead of other industrial
boiler fuel in the 300-~1500 MCF daily requirement range (Eriority 6.2).

The Examiner can find no compelling support in this record for splitting
Priority 6 into two sub-classes. No justification is presented in the record
for placing one use of boiler fuel ahead of others. The Publiec Staff which
first suggested the interim rule only as alternative to CFI’s original
proposal does not recommend adoption of this rule. Accordingly, the interim
rule should be terminated.
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Finally, in the joint Brief by Kerr Glass Manufacturing Corporation and
Owens-Illinois, Inc., these companies urge the Commission to consider
revisions to the existing priorities in Rule R6-19,2 which reflect non-boiler
essential agricultural uses. This examiner does not believe it would be
proper to consider any such revisions in this order since notice of such
revisions was not given in the order instituting this proceeding. Ir
Ownes-Illionis and Kerr Glass still desire the Commission to consider such
revisions, they should file a motion or petition for a rule-making addressed
to the full Commission which can institute a new rule making proceeding to
consider these proposals.

IT IS, THEREFORE, ORDERED:

1. That CFI’s Motion to Amend Rule is denied.

2. That the Interim Amendment to Rule is rescinded.
3. That this proceeding is terminated.

4. That regulated companies shall mend their tariffs and rates and
regulatioris to comply with this Order.

ISSUED BY ORDER OF THE COMMISSION.
This the 30th day of April 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sharon Credle Miller, Deputy Clerk
DOCKET NO. G-100, SUB 40
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

Order Establishing Uniform Procedures for )
Refunding Overcollections to Customers Who ) ORDER REQUIRING REPORT
Are Entitled to Same )

BY THE COMMISSION: On August 19, 1980, the North Carolina Utilities
Commission entered an Order in this docket revising its Rule R1-17(g)(10) so
as to require each of the five natural gas utilities in North Carolina
receiving refunds from Transcontinental Gas Pipeline Corporation (Transco) to
place such refunds in a deferred account, pending further order of the
Commission, and to report to this Commission, within five (5) days thereafter,
the following: amount of refunds placed in deferred account; applicable North
Carolina Utilities Commission docket number; applicable Federal Energy
Regulatory Commission {FERC) docket number; period to which refunds apply; and
the rate of interest to be applied to refunds. Rule R1-17(g)(10) further
requires the natural gas utilities to make refunds to their customers at the
earliest possible date pursuant to an Order approving such refunds issued by
the Commission.

On January 1, 1981, Transco placed in effect, subject to refund, a general
rate increase in FERC Docket No. RP80-117. This Commission allowed the
State’s natural gas utilities to track the Transco increase pursuant to G.S.
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62-133(f) and Rule R1-17(g), entering Orders which provide substantially as
follows:

"That in the event the Federal Energy Regulatory Commission should
by final order deny any portion of the Transco rates on which this
request is based, [the Company) shall immediately file revised
tariffs on one day’s notice reflecting the change, place refunds
that result from this action in the deferred account for refunding
to customers, and notify the Commission of the amount of the
refund."

The subject dockets are: North Carolina Natural Gas Corporation (NCNG), No.
G-21, Subd 215; Piedmont Natural Gas Company, Inc. (Piedmont), No. G-9, Sub
206; Public Service Company of North Carolina, Inc. (Public Service), No.
G-5, Sub 161; Pennsylvania & Southern Gas Company (P&S), No. G-3, Sub 101; and
United Cities Gas Company (United Cities), No. G-1, Sub 83.

Settlement discussions among the parties to FERC Docket No. RP80-117 and
the FERC Staff began in November 1981. Transco subsequently filed another
general rate increase, in Docket No. RP82-3-000, to become effective April 13,
1982. On February 12, 1982, Transco filed a proposed Settlement Agreement,
which was approved by FERC letter order dated April 12, 1982. The Settlement
Agreement provided for a return in Docket No. RP80-117 to Transco’s "pre-filed
rates,” that is, to rates in effect before January 1, 1981, adjusted for
certain filings during the pendency of the proceedings, and for the withdrawal
of the rate increase in Docket No. RP82-3-000. The Settlement Agreement
further provided for the refund by Transco of the total amount collected from
and after January 1, 1981, from each affected customer in excess of the
"pre-filed rates,” with interest, and for an additional lump-sum refund of $25
million, without interest, to be allocated among the affected customers. 1In
filing tariffs on April 30, 1982, to implement the Settlement Agreement
effective April 1, 1982, Transco stated that refunds would be made on or
before June 12, 1982.

Pursuant to North Carolina Utilities Commission Rule R1-17(g)(10), the
natural gas utilities filed reduced tariffs in the various dockets, effective
with the Settlement Agreement, reflecting the return to Transco’s "pre-filed
rates.” In separate dockets, also pursuant to Rule R1-17(g)(10), the utilities
later filed reports showing the amounts of refunds received from Transco under
the Settlement Agreement which had been placed in the deferred account. The
dockets and amounts are as follows: NCNG, No. G-21, Sub 214, $4,329,607.34;
Piedmont, No. G-9, Sub 202, $5,085,209.16; Pudblic Service, No. G-5, Sud 159,
$4,967,238.98; P&S, No. G-3, Sub 98, $366,240.70; and United Cities, No. G-1,
Sub 80, $272,951.53. As of August 1982, however, only one of the companies,
United Cities, had filed a plan for Commission approval to refund such
amounts. By Order entered July 28, 1982, the Commission approved United
Cities’ plan to refund the balance in the deferred account in the Company’s
August billing cycle.

By letter dated August 3, 1982, and signed by Commissioner Campbell as
Acting Chairman, the Commission directed the four remaining natural gas
utilities to file plans by August 15, 1982, refunding to customers the amounts
received from Transco under the Settlement Agreement effective on September
bills. P&S filed a refund plan on August 13, 1982, effective September, and
NCNG filed a plan on August 16, 1982, effective October 15 - November 15.
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Public Service, having been granted an extension until August 20, 1982, filed
a refund plan on August 19, 1982, effective September - October. Piedmont
requested to be heard at the Commission’s weekly Staff Conference on
August 24, 1982,

While the Commission believes it to be incumbent upon the natural gas
utilities to seek timely approval of refund plans, we recognize that no such
requirement is explicitly stated in Commission Rule R1-17(g)(10).
Nevertheless, being of the opinion that refunds should be returned to
ratepayers as scon as possible after receipt by the utilities and noting the
amounts received from Transco in FERC Docket No. RP80-117 for the period
January 1, 1981, to March 31, 1982, which have been held by the utilities in
the deferred account since June 1982, the Commission concludes that a uniform
automatic filing requirement for refund plans should now be imposed.
Moreover, such a procedure should reduce the number of filings and Orders
heretofore necessary to account for and to distribute refunds due to customers
in certain cases.

Therefore, the Commission concludes that it is appropriate to find that, in
every docket in which a natural gas utility has been allowed to increase its
rates pursuant to G.S. 62-133(f) to recover an increase in the wholesale price
of natural gas arising out of a proceeding before the FERC, any natural gas
utility which subsequently 1learns that it will receive refunds from its
wholesale supplier pursuant to a FERC order approving a Settlement Agreement
should be required to file a report for Commission consideration detailing the
following information not later than seven (7) days after the date of entry of
such FERC order:

1. The amount of the refunds expected to be received from the wholesale
supplier;

2. The timing of the refunds expected to be received from the
wholesale supplier; and

3. A proposed refund plan designed to distribute the full amount of
the refunds plus applicable interest to thé utility’s customers.

The Commission further concludes that, in all other respects, Commission
Rule R1-17(g)(10) should remain in full force and effect and that the
additional reporting requirements set forth hereinabove should become
effective thirty (30) days from the date of this Order unless significant
protests, comments, and/or requests for hearing with respect to such
additional reporting requirements are received during said thirty day period.

IT IS, THEREFORE, ORDERED as follows:

1. That any natural gas utility which has been allowed to increase its
rates pursuant to G.S. 62-133(f) to recover an increase in the wholesale price
of natural gas arising out of a proceeding before the FERC, which subsequently
learns ‘that it will receive refunds from its wholesale supplier pursuant to a
FERC order approving a Settlement Agreement shall file a report for Commission
consideration detailing the following information not later than seven (7)
days after the date of entry of such FERC order:
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1. The amount of the refunds expected to be received from the
wholesale supplier;

2. The timing of the refunds expected to be received from the
wholesale supplier; and

3. A proposed refund plan designed to distribute the full amount of
the refunds plus applicable interest to the utility’s customers.

2. That the reporting requirements set forth in decretal paragraph number 1
above shall become effective thirty (30) days from the date of this Order
unless significant protests, comments, and/or requests for hearing with
respect to such additional reporting requirements are received during said
thirty (30) day period.

3. That Commission Rule R1-17(g)(10) shall remain in full force and effect.

ISSUED BY ORDER OF THE COMMISSION.
This the 8th day of September 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk
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DOCKET NO. P-100, SUB 57
NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

Investigation of Intrastate Long Distance, WATS ) ORDER ALLOWING INCREASE

and Interexchange Private Line Rates of all ) AND REQUIRING THE FILING
Telephone Companies Under the Jurisdiction of ) OF RATES FOR INTRASTATE
the North Carolina Utilities Commission ) TOLL SERVICE

HEARD IN: Hearing Room of the Commission, Dobbs Building, 430 North Salisbury

Street, Raleigh, North Carolinra, December 1 and 2, 1981.

BEFORE: Chairman Robert ¥. Koger, Presiding; and Commissloners Edward B.
Hipp and A. Hartwell Campbell
APPEARANCES:
For the Applicant:
Robert C. Howison, Jr., Hunton & Williams, P.O. Box 109, Raleigh,
North Carolina 27602
For: Southern Bell Telephone and Telegraph Company
Robert W. Sterrett, Jr., Gene V. Coker, 4300 Southern Bell Center,
Atlanta, Georgia 30375
For: Southern Bell Telephone and Telegraph Company
R. Frost Brannon, Jr., P.0. Box 30188, Charlotte, North Carolina
28230
For: Southern Bell Telephone and Telegraph Company
For the Respondents:

James M. Kimzey, Kimzey, Smith and McMillam, P.O. Box 150,
Raleigh, North Carolina 27602
For: Central Telephone Company

Dwight W. Allen, General Counsel, Carolina Telephone and Telegraph
Company, 720 Western Boulevard, Tarboro, North Carolina 27886
For: Carolina Telephone and Telegraph Company

William C. Fleming, General Attorney, General Telephone Company of
the Southeast, P.0. Box 1412, Durham, North Carolina 27702
For: General Telephone Company of the Southeast

F. Kent Burns and James M. Day, Boyce, Morgan, Mitchell, Burns and

Smith, P.0. Box 2479, Raleigh, North Carolina 27602

For: Western Carolina Telephone Company, Westco Telephone Company,
Mid-Carolina Telephone Company, Sandhill Telephone Company,
Heins Telephone Company, Randolph Telephone Company, and
Mebane Telephone Company
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For the Intervenors:

Thomas R. Eller, Jr., Eller and Fruitt, P.O. Drawer 27866,
Raleigh, North Carolina 27611
For: North Carolina Textile Manufacturers Association, Inc.

Thomas K. Austin, Staff Attorney, Public Staff-North Carolina
Utilities Commission, P.O. Box 991, Raleigh, North Carolina 27602
For: The Using and Consuming Pubdblic

BY THE COMMISSION: On August 3, 1981, Southern Bell Telephone and
Telegraph Company (Southern Bell or Applicant) filed an application with the
Commission for authority to increase intrastate rates and charges to produce
increases in total annual revenues of $129,049,865. The Commission being of
the opinion that the mr“ter constituted a general rate case under G.S. 62-137
issued an Order on August 28, 1981, declaring it to be a general rate
proceeding, suspending the proposed rates for 270 days from the date the rates
were to become effective, and establishing the test period as the 12 months
ending May 31, 1981.

In said Order, the Commission found that the public interest required
intrastate message toll service (MTS), wide area telecommunications service
(WATS), and interexchange private line service rates and charges to be uniform
among all telephone companies operating in North Carolina. Accordingly,
Southern Bell’s request for authority to adjust its MTS, WATS, and
interexchange private 1line rates and charges were separated from Docket
No. P-55, Sub 794, and placed in Docket P-100, Sub 57, for investigation and
hearing with all other telephone companies under the Jjurisdiction of the
Commission being made parties thereto.

Notice of Intervention in the proceeding was filed by the Public Staff,
North Carolina Utilities Commission on August 7, 1981.

On November 3, 1981, the North Carolina Textile Manufacturers Association,
Inc., filed a petition for leave to intervene in this docket. On
November 19, 1981, the Commission issued an Order allowing the intervention of
the North Carolina Textile Manufacturers Association, Inc.

On December 1-2, 1981, in public hearing, the Commission heard from
witnesses of the telephone companies and Public Staff regarding increases in
MTS, WATS, and interexchange private line service rates and charges.

Southern Bell offered the testimony of the following witnesses: B. A.
Rudisill, District Manager, Bell, Independent Relations, with respect to the
settlement effect which will result from the changes requested in toll rates
by Southern Bell; Robert L. Savage, Division Staff Manager, Rates, describing
the proposed changes in the rates and charges for MTS, WATS, and interexchange
private line channel offerings.

Numerous witnesses appeared and offered testimony on behalf of .the various
Independent telephone companies (Independents) operating in North Carolina.
Those witnesses and the companies they represent include: Brian W. McCormick,
Western Carolina Telephone and Westco Telephone Companies; Harold W. Shaffer,
Mid-Carolina Telephone Company; T. E. Stephens, General Telephone Company of
the Southeast; T. G. Allgood, Jr., Carolina Telephone and Telegraph Company;
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Phil W. Widenhouse, Concord Telephone Company; Thomas S. Moncho, Central
Telephone Company.

The prefiled testimony of James E. Heins of Heins Telephone Company and of
David 0. Albertson of Citizens Telephone Company was copied into the record;
additionally, the supplemental statement of position of North State Telephone
Company was copied into the record.

The Public Staff presented the testimony of three witnesses: Millard N.
Carpenter, Communications Engineer, regarding the Public Staff’s analysis of
the Applicant’s proposal regarding interexchange private line service, foreign
exchange service (FX) and enterprise service; Richard G. Stevie, Director of
the Economic Research Division, presented the results of his analysis of
Southern Bell’s adjustments to toll revenues for ‘repression"; Hugh L.
Gerringer, Communications Engineer, regarding the Public Staff’s
recommendations on MTS rates and the restructuring of WATS rates and charges,
the amount of additional intrastate toll revenues which will be received by
Southern Bell and the Independents, flow through of the additional revenues
and the projected change in the intrastate toll settlement ratio.

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

FINDINGS OF FACT

1. Southern Bell and the Independents made parties to this proceeding are
duly franchised public utilities subject to the Jurisdiction of this
Commission.

2. The public interest requires that intrastate message toll service (MTS),
WATS, and interexchange private line service rates and charges be uniform for
all telephone companies operating in North Carolina.

3. Southern Bell’s proposed changes in the intrastate MTS rate schedules
are just and reasonable.

4. Southern Bell’s proposed formats for restructuring both the recurring
and nonrecurring intrastate WATS rates and charges are just and reasonable.
However, the recurring and nonrecurring rates proposed under those formats
produce undesired customer billing impacts and should be modified.

5. Certain increases proposed by Southern Bell in interexchange private
line service and foreign exchange service are excessive. Increases in rates
and charges for these services should be designed according to the
recommendations and limitations. proposed by the Public Staff.

6. An adjustment for repression of MTS revenues due to a price increase is
not appropriate in this proceeding.

T. The estimated annual amount of additional end-of-test-period intrastate
tol)l revenues subject to toll settlements that will be produced for Southern
Bell and the Independents combined due to the changes in all intrastate toll
rates (MTS, WATS, and interexchange private line) is $27,328,394.
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8. The method used by both Southern Bell and the Public Staff for
distributing the annual additional intrastate toll revenues among Southern
Bell and the Independents is proper and reasonable resulting in additional
toll revenues of $14,929,896 for Southern Bell and $12,398,498 for the
Independent telephone companies as shown on Appendix A under the column
"Increase In Settlement Revenue."

9. The increase in non-settlement revenues resulting from the herein
approved rates and charges for interexchange private line service, and foreign
exchange service is $58,454. Appropriate distribution of these revenues among
the Jurisdictional companies is shown on Appendix A under the column entitled
"Non-settlement Revenue."

10. The jurisdictional telephone companies, which presently do not have
general rate cases pending before the Commission, should have an opportunity
to show cause why the increased revenue derived from the rate changes herein
found reasonable will not result in an excessive rate of return on their
Jurisdictional rate base, unless said additional toll revenues are deemed de
minimis.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 1

This finding of fact is essentially procedural in nature, was not contested
by the parties, and warrants no additional discussion in this Order.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO, 2

The need for uniform toll rates in North Carolina was not an issue in this
docket. This finding is consistent with previous Commission practice and
policy.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 3

Southern Bell witness Savage and Public Staff witness CGerringer presented
testimony and exhibits regarding Southern Bell’s proposed changes in the
intrastate MTS rate schedules. In addition, witnesses appearing for the
Independents presented testimony regarding Southern Bell’s proposed changes in
the rates and charges for all intrastate toll services including MTS, WATS,
and interexchange private line.

Southern Bell witness Savage testified that the proposed changes in the MTS
rate schedules were fair and reasonable and' were designed to bring the price
for many intrastate calls equal to or more in line with that of a 1like
interstate call between North Carolina and a point in another state. In
addition, witness Savage indicated that since MTS provides a large
contribution to the overall requirements of Southern Bell, thereby maintaining
local service rates at a lower level than would otherwise be possible, the
proposed changes in MTS rates would continue to provide for the contribution.

Public Staff witness Gerringer testified that beginning with the mileage
band of 31-40 miles, Southern Bell proposed increases in the intrastate Direct
Distance Dialed (DDD) rates for both the Initial One Minute and Each
Additional Minutes categories make these rates identical to interstate DDD
rates that became effective on June 28, 1981. No changes were proposed in any
of the rates for the mileage bands in the range of 0-30 miles. Also, no
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changes were proposed in the add-on charges that apply to all types of
operator-handled Intrastate calls. Witness Gerringer testified that the
Public Staff was not opposed to Southern Bell’s proposed changes in MTS rate
schedules since they result in an increase in intrastate MTS revenues which
provide a desired contribution to maintain local service rates at a lower
level than otherwise would be possible.

Witnesses for the Independents testified in general regarding all of the
toll rate changes including MTS rate changes proposed by Southern Bell. All
independent witnesses concurred with the proposed changes. Carolina Telephone
Company witness Allgood testified that since a major toll rate increase had
not occurred since April 1978 during which time the intrastate toll settlement
ratio had declined which tends to put upward pressure on basic telephone
rates, Carolina Telephone Company endorsed the proposed rate changes.

Based on the evidence and testimony presented. in this proceeding, the
Commission concludes that the changes proposed by Southern Bell in the MTS
rate schedules are just and reasonable and, therefore, should be approved.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 4

Southern Bell witness Savage and Public Staff witness Gerringer presented
testimony and exhibits regarding Southern Bell’s proposed restructuring of the
rates and charges for intrastate WATS. In addition, witnesses for the
Independents presented testimony regarding the proposed changes.

Southern Bell witness Savage testified that the format and schedules
proposed for restructuring the recurring rates and charges for both Out-WATS
and In-WATS ("800" Service) arrangements, which were designed similar to those
that became effective on June 1, 1981, for interstate WATS, would establish
price schedules which will be more usage sensitive and which will result in
the relative contribution level paid by each customer being wore nearly equal.

Witness Savage testif%ed that Southern Bell’s proposals for the WATS
recurring rates and charges included separate access line charges, which do
not include any usage allowance, for each access 1line provided for both
Qut-WATS and "800" Service arrangements. The access line charge of $37 for
Out-WATS and $34 for *800" Service does not include the provision of a company
provided telephone set. The usage charges were designed with a declining
charge per hour with six taper points defining six blocks of usage (0-15 hrs.,
15.1-40 hrs., 40.1-80 hrs., 80.1-120 hrs., 120.1-180 hrs., all over 180 hrs.)
The usage charges were also set to maintain the overall relationships of
present WATS prices to those of the MTS rate schedules. Witness Savage
indicated that the combined effect of the access 1line and usage charge
proposals wWould result 1n an overall decrease for some 75% of the Qut-WATS and
n800" Service customers in North Carolina.

Witness Savage further testified that the proposed nonrecurring charges for
both Out-WATS and "800" Service arrangements were established at levels based
on their costs without contribution. R four-element schedule (service
ordering, central office line connection, premises visit, premises wiring) is
proposed for both arrangements.

Public Staff witness Gerringer testified that the Public Staff was not
opposed to the proposed format for restructuring the recurring rates for both
Out-WATS and "B800" Service arrangements to make them more usage sensitive.
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However, the Publiec Staff was concerned with the estimated distribution of the
impact of the proposed rates and charges on customer billings. Based on a
sample of WATS customers and their usage characteristics, Southern Bell’s
proposed access line charges and block usage rates will produce an estimated
8.1% annual increase in WATS revenues of $2,913,915 for Southern Bell and the
Independents combined. Application of this rate design to the sampled
customer usage profile results in a customer billing distribution change from
negative 50.3% at the low usage end (0-15 hrs.) to plus 113.2% at the high
usage end (all over 180 hrs.) for Out-WATS and from negative 36.6% at the low
usage end to plus 143.4% at the high usage end for "800" Service. Witness
Gerringer testified that in order to reduce the customer billing impact of
the proposed rates and charges, the Public Staff recommended that based on the
sampled customer usage profile, the recurring rates and charges for Out-WATS
and v800" Service be redesigned so as to produce no more than a plus 75%
customer billing impact for each service. The Public Staff further
recommended that this rate redesign should yield the same level of additiomal
total WATS recurring revenues that the proposed rates are estimated to
produce.

Witness Gerringer further testified that regarding Southern Bell’s proposed
nonrecurring rates and charges for both Out-WATS and "800" Service
arrangements the Public Staff was not opposed to the proposed four-element
format. He pointed out that the present charge for main and extension
installations is $55 for both services, while the proposed total installation
charge applying all four elements will be $237 for Out-WATS or an increase of
331% and will be $240 for "800 Service or an increase of 336%. Witness
Gerringer testified that the Public Staff was concerned with these 331% and
336% increases and recommended that all proposed nonrecurring rates and
charges be scaled uniformly so as to produce revenues that are 100§ more than
the revenues produced for the test period based on the present rates. Since
present rates produce annual revenues of $101,035, the Public Staff’s
recommendation would result in rates that produce annual revenues of $202,070.

Witnesses for the Independents testified in general that restructuring the
WATS rate and charges to make them more usage sensitive was desirable.
Concord Telephone Company witness Widenhouse testified that Concord Telephone
Company concurred in the need to restructure WATS service but believed that
Southern Bell’s proposals were too drastie for a one-time change, particularly
in view of the competitive alternatives open to business customers.

Based on the evidence and testimony presented in this proceeding, the
commission concludes that the format changes proposed by Southern Bell for
restructuring the recurring and nonrecurring rates and charges for intrastate
WATS (both Out-WATS and "800" Service) are desirable.’ However, the Commission
concludes that all proposed nonrecurring rates and charges should be scaled
uniformly so as to produce revenues that are 100% more than the revenues
produced for the test year based on the present rates. The following table
properly distributes the aforementioned nonrecurring charges.
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NONRECURRING CHARGES

OQut-WATS Charges In-WATS Charges

Service ordering $ 31.75 $ 31.75
Central office line connection 58.75 60. 40
Premises’ visit 12.00 12.00
Premises wiring 8.00 8.00

Total WATS nonrecurring increase = $101,005

The Commission further concludes that the recurring rates proposed under
those formats should be modified reducing the magnitude of the discount which
low users will receive and reducing the magnitude of the increase which high
users will experience. The Commission concludes that the following table
properly distributes recurring charges for Out-WATS and In-WATS and will
result in just and reasonable intrastate toll revenues for Southern Bell and
the Independents combined.

RECURRING CHARGES

Usage Charges Per £ Increase % Increase
Hour of Use Out-WATS or Decrease In-WATS or Decrease

0-15 12.92 -143.6% 14.01 -28,7%
15.1-40 10.20 -34.9% 11.02 - 7.5
40.1-80 7.38 - 7.0 8.00 +51.7
80.1-120 4.97 +30.4 5.40 +85.5
120.1-180 3.64 +55.1 3.95 +99.3
180.1 + 2.37 +76.6 2.57 +78.2

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 5

The Commission’s finding on the reasonableness of the proposed rates for

interexchange private line service is based on the testimonies of Southern
Bell witness Savage and Public Staff witness Carpenter.

Southern Bell witness Savage presented the Company’s proposals on
interexchange private line services. Witness Savage stated that the proposed
rates and charges were based on current costs and that current cost is the
appropriate basis for setting rates for these services.

Public Staff witness Carpenter presented testimony regarding his review of
the Applicant’s proposals for interexchange private line service and foreign
exchange service. Witness Carpenter concluded that in a number of categories
of service Southern Bell’s proposed percentage increases were excessive and
that the increases in those categories should be limited to a reasonable
level. Witness Carpenter recommended limitations of 30% on recurring revenues
and 50% on nonrecurring revenues.

Witness Carpenter also recommended that rates and charges to be applied for
bridging on FX should be no more than 50% of the rates and charges for
bridging applicable to 2001 channels. This recommendation was due to the
desire to 1limit increases on the FX category due to full imposition of
bridging charges where today no rates and charges apply.
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The Commission concludes that some of the proposed increases in private
line rates and charges are excessive and may cause unreasonable burdens on
subscribers to these services. The Commission concludes that the limitations
recommended by witness Carpenter, a maximum increase in revenues from each
category of 30% on recurring charges and 50% on nonrecurring charges, are
reasonable and should be applied on each category of service which witness
Carpenter identified.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 6

In its application for an increase in MTS rates and charges, Southern Bell
adjusted the revenues to be realized from its proposed rates to give
recognition to what it considered to be the effect of repression. The
ad justment contemplates that customer will respond to a price increase for
intrastate toll messages by reducing demand, which results in a percentage
increase in revenues less than the percentage increase in rates.

Southern Bell offered no testimony in support of the adjustment. The
adjustment was based upon an econometric analysis which indicated that the
Company’s requested 7.62% increase in rates would only produce a 5.TT%
increase in revenues after repression.

The Public Staff offered the testimony of Dr. Richard G. Stevie, Director
of the Economic Research Division of the Public Staff. Witness Stevie
testified that, in general, repression does exist. If real price increases,
customers respond by reducing the quantity that they will demand, other things
remaining the same. However, witness Stevie further testified that there are
complications in applying the economic theory to this procedure of adjusting
MTS rates for repression.

First, witness Stevie concluded that the aggregate nature of the
econometric model precludes its use in estimating repression effects or
in setting rates for different types of toll services. The model is too
aggregate in two respects: aggregate across customer classes such as
residential, commercial, and industrial and aggregate for MTS rates which vary
with respect to distance, time-of-day, and level of operator assistance. The
use of an aggregate model overlooks the relative impact of a price increase on
each of the demands for MTS.

Second, witness Stevie testified that factors other than price also affect
the level of demand for MTS. Growth in real income, wholesale and retail
sales, employment, and industrjal activity all affect the demand for MTS.
Witness Stevie concluded that to account for the effect of a price increase,
one must also project the impacts of these other factors. However, to do so
requires that cne must forecast a future test year.

And third, witness Stevie testified that Southern Bell’s repression
ad justment assumes that the 7.62% increase in MTS rates 1is a real price
increase instead of a nominal price increase. He further stated that the
extent of a real price increase from a rate increase depends upon whether or
not nominal price rises faster than inflation. Upon examining the real price
of MTS rates (nominal price adjusted for inflation) and the percent increase
in rates requested, witness Stevie concluded that no real price increase will
result and, therefore, no repression will occur from the increase in MTS
rates.
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While the Commission finds no fundamental deficiency in the econometric
approach employed by Southern Bell, it concludes that the model as applied is
not acceptable for rate-making purposes and that Southern Bell has failed to
carry its burden of proof to show that repression does in fact exist on MTS.
The Coumission is particularly concerned about the aggregate nature of the
model used by the Company. Such a model prohibits estimation of demand
elasticities for the particular types of toll ecalls which must be priced, and
consequently, provides little assistance to the Commission in setting rates.

Furthermore, the Commission concludes that adjustments to the test year for
only a price increase overlooks the impacts of other variables which impact
the demand for MTS. To adjust for »>rice increases and projections of other
variables is a future test year consideration. To base rates upon such an
adjustment is not reasonable since the test year concept contemplates the use
of known facts and not hypothetical facts:

The Commission, upon review of the evidence relating to repression,
concludes that an adjustment for repression of MTS revenues due to a price
increase is a future test year consideration and is not appropriate in this
proceeding.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 7

Southern Bell witness Savage and Public Staff witnesses Gerringer,
Carpenter, and Stevie presented testimony and exhibits regarding the
determination of the estimated annual amount of additional end-of-test period
intrastate toll revenues subject to toll settlements that would be produced
for Southern Bell and the Independents combined related to Southern Bell’s
proposed changes in all intrastate toll rates (MTS, WATS, and interexchange
private line) in its general rate case in Docket No. P-55, Sub 794,

The following tabular summary shows a comparison of the total increase in
intrastate toll revenues subject to Foll settlements estimated by Southern
Bell with those estimated by the Public Staff:

Southern Bell s Estimate Public Staff’s Estimate

MTS $292,331,560 $305,615,879

x 5.77% x T.62%

16,867,531 23,287,930

WATS 3,245,795 3,014,950
Interexchange Private Line 1,981,339 1,281,860

Total for Southern Bell and
the Independents combined $ 22,094,665 $ 27,584,740

Regarding the estimated additional revenues for MTS, Southern Bell witness
Savage testified that Southern Bell used an intrastate toll message sample
(including messages for both Southern Bell and the Independents) in order to
determine the aggregate percentage increase in intrastate MTS revenues due to
the proposed changes in the MTS rates. This increase was determined by
comparing the revenues the message sample would produce when priced at the
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current rates and when priced at the proposed rates. The results of this
approach showed a 7.62% aggregate revenue increase. After allowing for
repression, Southern Bell determined the resulting increase to be 5.77%. To
estimate the annual amount of additional intrastate MTS revenues that would be
produced by the proposed changes in the MIS rate schedules, Southern Bell
applied the 5.77% revenue increase determined from use of the message sample
to the actual gross intrastate MTS revenues of $292,331,560 billed during the
12-month period ending May 31, 1981, for Southern Bell and the Independents
combined, resulting in an annual increase in MTS revenues of $16,867,531.

Public Staff witness Gerringer testified that the Public Staff’s estimate
of the additional MTS revenues was first based on using the 7.62% increase
resulting from applying Southern Bell’s basic message sample approach, but not
allowing for the effects of repression (the disallowance of repression effects
is treated by Public Staff witness Stevie in Evidence and Conclusions for
Finding of Fact No. 6) and second based on applying the 7.62% increase to an
end-of-test-period level of gross billed intrastate toll revenues to arrive at
an annual increase effect. He testified that Southern Bell had not determined
an end-of-test-period annual amount of MTS revenues since they had used actual
gross billed revenues for the test period. Witness Gerringer testified that
using regression analysis he determined the end-of-test-period level of gross
billed revenues for Southern Bell and the Independents combined to be
$305,615,879 which when multiplied by the 7.62% increase resulted in an annual
increase in MTS revenues of $23,287,930.

)

Witness Gerringer further testified that the estimated WATS additional
revenues of $3,245,795 shown in the table for Southern Bell were composed of
two parts - a $2,913,915 increase from the proposed recurring rates and
charges and a $331,880 increase from the proposed nonrecurring rates and
charges while the Public Staff’s recommendations regarding proposed WATS rates
and charges resulted in an increase of $2,913,915 from recurring rates and
charges and an increase of $101,035 from nonrecurring rates and charges for a
total increase of $3,014,950.

Southern Bell witness Rudisill testified regarding the amount of settlement
revenue which the companies would receive due to Southern Bell’s proposed
changes in interexchange private line rates and charges. The total increase
in settlement revenue under Southern Bell’s proposals was calculated by
witness Rudisill to be $1,981,339. Witness Rudisill pointed out that
settlements to the Standard Schedule Companies would not be affected by the
increases in private line revenues. Witness Rudisill also stated that the
above figure did not reflect I-I billed revenues which were not included in
settlements.

Public Staff witness Carpenter presented testimony on the amount of
settlement revenue which the companies would receive under the 1limited
increase in interexchange rates and charges which he proposed (see Evidence
and Conclusions for Finding of Fact No. 5). Using the same procedure as used
by witness Rudisill, witness Carpenter determined the amount of additional
settlement revenue under his proposals to be $1,281,860.

Based on the Commission’s conclusions rendered in Evidence and Conclusions
for Finding of Fact No. 6 as to the disallowance of any repression effects of
intrastate toll revenues, the modification regarding proposed changes in WATS
and interexchange private line rates and charges and the acceptance of the
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end-of-test-period approach taken by witness Gerringer for determining the
additional MTS revenues as being reasonable, the Commission concludes that the
total annual additional intrastate toll revenues subject to toll settlements
that will be produced for Southern Bell and the Independents combined due to
the allowed changes in intrastate toll rates sought by Southern Bell as part
of Docket No. P-55, Sub 794, is $27,328,394.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 8

Southern Bell witness Rudisill and Publiec Staff witness Gerringer'presenbed
testimony regarding the distribution among Southern Bell and the Independents
of the estimated annual additional intrastate toll revenues subject to toll
settlements resulting from this proceeding. Witnesses for several of the
Independents settling on an actual cost basis presented testimony regarding
the amount of additional intrastate toll revenues that each would expect to
receive through additional toll settlements. Some Independents based these
estimates on expectations regarding the impact of the proposed toll rate
changes or the intrastate toll settlement ratio while others made comparisons
of the expected resulting intrastate toll settlement ratio with the settlement
ratio used in the individual company’s last general rate case for determining
a representative level of end-of-test-period intrastate toll revenues.

Southern Bell witness Rudisill testified that in estimating the amount of
additional toll revenues or toll Settlements which would result for each
company from the toll rate changes proposed by Southern Bell, it was necessary
to first estimate the effect on the Standard Schedule Companies. This
involved recalculating the May 1981 settlement statement for each such
company as if the proposed changes in the MTS rates had been in effect. The
toll settlement difference between the recalculated amount and the actual
amount for May was then annualized. Regarding settlement effects resulting
from the proposed WATS rate changes, witness Rudisill first determined the
change in May 1981 WATS settlements for the six Standard Schedule Companies
that had intrastate WATS customers in May 1981, consistent with the method
used to estimate the change in the MTS settlements. This change was then
annualized. Witness Rudisill indicated that changes in the rates for
interexchange private line services would not affect the settlements for the
Standard Schedule Companies since private 1line settlements for them are
determined based on nationwide average cost tables that are related to
facility units rather than to billed revenues. Based on Southern Bell’s
proposals, the total annual settlement increase for all Standard Schedule
Companies was $121,215,

Regarding the toll revenue or settlement effect of the proposed toll rate
changes for Cost Settlement Companies, including Southern Bell, witness
Rudisill testified that he estimated that effect by spreading the balance of
the estimated total revenue increase after settlement effects for the Standard
Schedule Companies based on the percent of total net intrastate toll
investment each company had as of May 31, 1981. Based on Southern Bell’s
proposals, the annual intrastate toll revenue or settlement increase for all
Cost Settlement Companies was $21,973,450, of which $11,929,386 was Southern
Bell’s portion.

Regarding the estimated impact of the proposed toll rate changes on the
intrastate toll settlement ratio, witness Rudisill first testified that the
actual achieved ratio for the test period ending May 31, 1981, was 10.9%. He
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next proformed that ratio to an end-of-period level based on present toll
rates resulting in a proformed intrastate toll settlement ratio of 9.54%.
Finally, witness Rudisill projected that the ratio would go from 9.54% to
11.41% reflecting the impact of Southern Bell’s total proposed changes to
intrastate toll rates, if approved by the Commission. Under cross-
examination, witness Rudisill testified that the purpose of his method was to
distribute a k%nown number of revenues (a gross amount) that will be generated
strictly based on proposed increases in tariff rates and not to spread
expenses that would result in a net effect of additional revenues for a given
company at the end of the test year.

Public Staff witness Gerringer testified that he used the same methods used
by witness Rudisill in distributing the additional toll revenues or
settlements among Southern Bell and the Independents. His results differed
from witness Rudisill’s due to using the Public Staff’s estimate rather than
Southern Bell’s estimate of the total additional intrastate toll revenues
subject to toll settlements that would be produced by the changes in toll
rates proposed by Southern Bell (see Evidence and Conclusions for Finding of
Fact No. 7). In paralleling the distribution methods used by witness
Rudisill, witness Gerringer first estimated the increase in intrastate toll
settlements for the Standard Schedule Companies to be approximately $255,000
with the qualification that a more accurate determination of this amount
should be made based on the Commission’s final decision regarding the
ad justments and recommendations proposed by the Public Staff.

Witness Gerringer then took the Public Staff’s estimate for the total
additional intrastate toll revenues of $27,584,740 and reduced it by the
$255,000 amount leaving a total of $27,329,740. Witness Gerringer distributed
this amount between Southern Bell and the Cost Companies combined based on
relative net intrastate toll investments, resulting in additional intrastate
toll settlements of $14,837,316 (54.29%) for Southern Bell and of $12,492,424
(45.71%) for the Cost Companies combined.

Regarding the estimated impact of the proposed toll rate changes on the
intrastate toll settlement ratio, witness Gerringer testified that based on
the Public Staff’s estimate of the total additional intrastate toll revenues
subject to toll settlements and using Southern Bell’s intrastate toll rate
base at May 31, 1981, the intrastate toll settlement ratio would increase by
2.26 percentage points. Under cross-examination, witness Gerringer testified
that the distribution of the additional intrastate toll revenues among
Southern Bell and the Independents was not dependent on knowing an estimated
absolute level of toll settlement ratio resulting from the impact of the
additional toll revenues. He particularly expressed reservation concerning
the. accuracy of the estimated 9.54% proformed settlement ratio based on
present toll rates which several wWitnesses for the Independents had used as a
starting point in developing an absolute level of toll settlement ratio used
for determining what they considered to be the appropriate additional toll
revenues they would receive from this proceeding.

The Commission concludes, based on the testimony and evidence presented in
this case, that only additional gross intrastate toll revenues or toll
settlements are to be considered as a basis for distribution between Southern
Bell and the Independents and that the method of distribution as presented by
the testimony of Bell witness Rudisill and Public Staff witness Gerringer is
proper and reasonable for this purpose. The Commission further concludes that
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distributional methods based on additional net intrastate toll revenues or
toll settlements or on comparative intrastate toll settlement ratios, as
presented in the testimony of the witnesses for the Independents settling on
an actual cost basis, are not appropriate for these proceedings. Finally, the
Commission concludes that the estimated additional toll revenues shown for
each company in Appendix A under column entitled "Settlement Revenue™ are
consistent with and result from application of the distributional methods
herein concluded to be proper and reasonable.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 9

Public Staff witness Carpenter testified regarding the amount of additional
revenue which each independent company would bill and retail as a result of
the proposed changes in rates and charges for interexchange private 1line
service, foreign exchange service, and Enterprise service. Witness Carpenter
stated that all Independents other than Carolina, General, and Western
Carolina who furnish I-I private lines or I-I foreign exchange service will
bill and retain additional revenues due to the proposed increases and that
witness Rudisill had not included those increased revenues in the revenue
figures in his testimony. Witness Carpenter pointed out that Southern Bell
had reported figures in item 31-d of the Minimum Filing Requirement a portion
of the increase in I-~I revenues not included in settlements which would result
if its proposed rates and charges were approved. Witness Carpenter estimated
the full amount of increase in I-XI revenues not included in settlements and
presented those revenue figures as well as increased revenue due to changes in
rates for Enterprise service on Carpenter Exhibit No. 3. The sum of those
revenues for all companies under witness Carpenter’s recommendations is
$58, 454,

The Commission concludes that the full amount of additional non-settlement
annual revenue which will result from changes in interexchange private line,
foreign exchange, and Enterprise rates and charges is as presented by witness
Carpenter. The amount of revenue for each jurisdictional company is shown on
Appendix A under the column entitled "Non-Settlement Revenue."” This column is
a 'summary, of data contained on Carpenter Exhibit No. 3.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 10

Public Staff witness Gerringer and witnesses for the Independents presented
testimony and exhibits regarding the flow=through of the additional intrastate
toll revenues estimated to be realized from the changes in the rates and
charges approved herein.

Public Staff witness Gerringer testified that, after the resulting
additional intrastate toll revenues both subject to toll settlements and not
subject to toll settlements had been accurately determined for each company,
the Public Staff recommended that the following guidelines be applied
regarding these additional revenues:

1. For the companies that have rate cases pending before the Commission or
that have filed a rate case before issuance of the Commission’s final decision
in this proceeding, the additional revenues for such company should be
considered in its rate case, Presently, the following companies have rate
cases before the Commission: Southern Bell, Carolina, Randolph, Lexington,
and Mid-Carolina.
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2. For the following companies, provided that they do not qualify under the
first condition, the additional revenues are deemed de minimis with no flow-
through recommended: Ellerbe, Mebane, Pineville, Saluda, Service, and
Sandhill. The Public Staff’s determination of the de minimis level is based
on additional revenues of $10,000 or less and an increase in total operating

revenues resulting from these additional revenues of less than 1%.

3. That the remaining nine companies ~ North State, Barnardsville, Central,
Citizens, Concord, General, Heins, Western Carolina, and Westco - be required
to flow-through the additional revenues by reducing local service rates. Of
these nine companies, Central, General, Western Carolina, and Westco have had
rate cases concluded and increases granted within the past six months.

Under cross-examination, witness Gerringer testified that the flow-through
of the additional revenues be 100% for the affected companies. He indicated
that it would not be proper to allow these companies to keep all or a portion
of these revenues based on statements and exhibits showing earnings and rates
of return before and after the inclusion of the additional revenues since
appropriate earnings and rates of return could only reasonably be determined
in a general rate proceeding where the company’s total operations could be
evaluated.

Several wituesses for the affected Independents recommended that their
companies be allowed to keep the additional revenues since they would not earn
their most recent authorized return even with additional revenues due to
offsetting increases in expenses. However, under cross-examination, these
witnesses agreed that the examination of expenses and their impact on
company ‘s earnings should be properly made in a general rate proceeding.

The Commission has very carefully considered the evidence with regard to
flow-through of the additional toll revenues approved herein to customers and
concludes that the full increase in toll rates should be passed through to
customers as a reduction in existing 1local service rates. For the four
companies (Southern Bell, Carolina, Lexington, and Mid-Carolina) with rate
increases before the Commission, the additional intrastate toll revenues for
such companies will be considered in each respective company’s rate case.
This will mean that the additional toll revenue will be utilized to meet the
revenue requirements found in said cases so as to reduce the burden on local
service rate increases that would otherwise be required. Provided, however,
with respect to the additional toll revenue realized during the interim of
time between the effective date of the intrastate toll rates established
herein and the issuance date of a final Order with respect to each company’s
general rate increase application, the said five companies file within ten
days of the issuance date hereof a bond or undertaking for refund or rebate of
additional intrastate toll revenues realized during said interim period should
the Commission find upon conclusjon of each general rate case proceeding that
such revenues or any part thereof should pass through to the company’s
customers.

All other telephone companies in North Carolina, except as provided
hereafter, shall file new tariffs to reduce local service rates by the amounts
of the additional toll revenues they will receive under this Order, as shown
in Appendix A attached to and incorporated herein as a part of this Order.
Provided, however, that in compliance with due process of law, for an interim
period not to exceed six months after the issuance of this Order any company
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shown in Appendix A& which files exceptions to this flow-through provision
within ten days after issuance of this Order with an affidavit showing
irreparable injury therefrom and requesting .the right to be heard theron may
file with said reduced tariffs an application for temporary interim stay of
such rate reduction or a part thereof together with a bond or undertaking for
refund or rebate of said ordered reductions or any part thereof which the
Commission finds after hearing should pass through to the company’s
customers. The affidavit and application for stay shall include or be
followed within not more than 30 days by all schedules required to show that
such revenues will not allow the companies to achieve a level of actual
(average) earnings, measured in terms of return on common equity, greater than
the end-of-period level last found fair by this Commission in the companies’
last general rate cases, prepared on a test period of the 12 months ending
Decembter 31, 1981, adjusted solely for the annual effect of any rate increase
going 1into effect during said test year. The calculation of the actual
(average) return on common equity shall be calculated in a manner consistent
with the findings of the Commission in said last general rate cases.

The application shall contain a schedule of the rate reductions the
applicant would propose to put into effect so as to accomplish 100% flow-
through in the event said stay is denled or after hearing said exceptions are
overruled.

The Public Staff and any other party hereto shall have ten days after the
filing of such application to file response thereto.

If any stay is granted hereunder the Commission shall estarlish by
subsequent Order the procedure for expedited hearing on said application and

exceptions.

The estimated additional toll settlements shown in Appendix A are based on
data supplied by Southern Bell in response to a 1letter request from the
Commission dated January 28, 1982, copies of which were sent to all parties of
record.

Finally, based upon the foregoing and other evidence of record, the
Commission concludes that the level of additional intrastate toll revenues
expected to be realized by Barnardsville, Ellerbe, Mebane, Pineville,
Randolph, Saluda, Service, and Sandhill is de minimus. Therefore, said
companies are hereby excused from the flow-through provisions of this Order
and thus are relieved of any filing requirements related thereto.

IT IS, THEREFORE, ORDERED as follows:

1. That Southern Bell Telephonz and Telegraph Company and the other
telephone companies in North Carolina under the Commission’s jurisdiction are
hereby authorized to adjust the rates, charges, rules, and regulations for the
North Carolina intrastate message toll, WATS, interexchange private 1line,
foreign exchange, and Enterprise services to produce, based upon a test year
period ending May 31, 1981, additional annual gross revenues not exceeding
$27,762,018, (This amount jincludes revenues to be received by telephone
membership corporations concurring in rates and charges herein revised.)

2. That Southern Bell Telephone and Telegraph Company shall file and serve
appropriate revised tariffs reflecting the changes approved herein with three
days following issuance of this Order.
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3. That the Public Staff and any other intervenor may file written comments
concerning the company’s tariffs within three days of the date upon which the
tariffs are flled with the Commission.

4. That each independent telephone company shall file appropriate
concurrence tariffs for effectiveness on March 15, 1982.

5. That all telephone companies, except as provided under Evidence and
Conclusions for Finding of Fact No. 10, shown in Appendix A shall file new
tariffs to reduce 1local service rates by the amount of additional toll
revenues they will receive under this Order, as shown in Appendix A attached
to and incorporated herein as a part of this Order. Provided, however, that
in compliance with due process of law, for an interim period not to exceed six
months after the issuance of this Order, any company shown in Appendix A which
files exceptions to this flow-through provision within ten days after issuance
of this Order with an affidavit showing irreparable injury therefrom and
requesting the right to be heard thereon may file with said reduced tariffs an
application for temporary interim stay of such raté reduction or a part
thereof together with a bond or undertaking for refund or rebate of said
ordered reductions or any part thereof which the Commission finds after
hearing should pass through to the company’s customers. The affidavit and
application for stay shall include or be followed within not more than 30 days
by all schedules required to show that such revenues will not allow the
companies to achieve a level of actual (average) earnings, measured in terms
of return on common equity, greater than the end-of-period level last found
fair by this Commission in the companies® last general rate cases, prepared on
a test period of the 12 months ending December 31, 1981, adjusted solely for
the annual effect of any rate increase going into effect during said test
year. The calculation of the actual (average) return on common equity shall
be calculated in a manner consistent with the findings of the Commission in
said last general rate cases.

a. The application shall contain a schedule of the rate reductions the
applicant would propose to put into effect so as to accomplish 100%
flow-through in the event said stay 1s denied or after hearing said
exceptions are overruled.

o
.

The Public Staff and any other party hereto shall have ten days after
the filing of such application to file response thereto.

c. If any stay is granted hereunder the Commission shall establish by
subsequent Order the procedure for expedited hearing on sald application
and exceptions.

6. That the rates, charges, and regulations necessary to reflect the
changes required herein be effective upon the issuance of a further order
approving the tariffs filed pursuant to Paragraph 2 above.

T. That Southern Bell shall continue to file monthly a report with the
Commission setting forth the rate of return ‘(settlement ratio) used for
intrastate toll settlement pruposes for each month as soon as it is known.
Such report shall also present by month and on a 12-month-to-date basis in
total and by Company (cost and standard contract) the absolute dollar
amount (s) of intrastate toll revenue settlements. Copies of all work papers



76
GENERAL ORDERS - TELEPHONE

developed in this regard shall also be filed with the Commission’s Chief
Clerk.

ISSUED BY ORDER OF THE COMMISSION.
This the 5th day of February 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk

APENDIX A
DOCKET NO. P-100, SUB 57
INCREASE IN ANNUAL REVENUE
RESULTING FROM CHANGES IN MTS, WATS,
INTEREXCHANGE PRIVATE LINE SERVICE, AND ENTERPRISE SERVICE

Total
Increase In Increase In Revenue
Settlement Revenue Non-~Settlement Revenue Increase
Barnardsville $ 13,750 $ 1 $ 13,751
Carolina 7,155,570 184 7,155,754
Central 1,702,266 43,605 1,745,871
Citizens 93,501 18 93,519
Concord 371,253 10,062 381,315
Ellerbe 2,730 - 2,730
General 1,188,012 - 1,188,012
Heins 195,252 84 195,336
Lexington 37,517 90 37,607
Mebane 9,428 2 9,430
Mid-Carolina 572,005 2,846 574,851
North State 136,888 24y 137,132
Pineville 1,428 1 1,429
Randolph 5,529 19 5,548
Saluda Mountain 729 - 729
Sandhill 5,867 - 5,867
Service 2,014 - 2,014
Southern Bell 14,929,896 1,237 14,931,133
Western Carolina/Westco 904,759 61 904,820
Total 27,328,394 58,454 27,386,848
Non-regulated Co-ops 433,624

Total All Companies $27,762,018
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DOCKET NO. P-100, SUB 57
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Investigation of Intrastate Long Distance, WATS, and Inter- )
exchange Private Line Rates of all Telephone Companies Under ) AMENDING
the Jurisdiction of the North Carolina Utilities Commission ) ORDER

BY THE COMMISSION: On February 5, 1982, the Commission issued its Order
Allowing 1Increase and Requiring the Filing of Rates for Intrastate Toll
Service in Docket No. P-100, Sub 57. The Order required Southern Bell
Telephone and Telegraph Company to file appropriate revised tariffs reflecting
additional gross revenues not exceeding $27,762,018. The Public Staff and
other intervenors were allowed three days to file written comments concerning
the revised tariffs.

On February 8, 1982, Southern Bell filed tariffs reflecting the revised
rates and charges in response to the Commission’s February 5, 1982, Order. On
February 11, 1982, the Public Staff filed a letter to the Chairman stating
that the proposed tariffs comply with the Commission’s guldelines as set forth
in .the February 5, 1982, Order.

The Commission 1is of the opinion that the revised tariffs accurately
reflect the rates and charges allowed in the February 5, 1982, Order and
should be allowed to become effective on one day’s notice for service rendered
after the date of this Order.

IT IS, THEREFORE, ORDERED:

1. That the rates and charges filed in this docket by Southern Bell on
February 5, 1982, are herein approved to become effective on one day’s notice
for service rendered after the date of this Order.

2. That Southern Bell shall give public notice of the approved rate
increase by mailing a copy of a Commission approved notice by first class mail
to each of its North Carolina customers during the first normal billing cycle
which includes service billed under the new rates.

ISSUED BY ORDER OF THE COMMISSION.
This the 12th day of February 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk

DOCKET NO. P-100, SUB 57
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Investigation of Intrastate Long Distance, WATS and Interexchange
Private Line Rates of All Telephone Companies Under the
the Jurisdiction of the North Carolina Utilities Commission =
Supplementary Proceedings, Citizens Telephone Company

ORDER

P
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BY THE CHAIRMAN: On February 5, 1982, the Commission issued an Order
Allowing Increase and Requiring the Filing of Rates for Intrastate Toll
Service. Decretal paragraph 5 of said Order set forth specific instructions
requiring independent telephone companies to file certain data with the
Commission. By subsequent Order, a hearing was scheduled to be held July 7,
1982, for the following specifie purposes:

1. Whether the data submitted by the respondent companies is accurate;
2. Whether the data was submitted in the prescribed format;

3. Whether the data was prepared in a manner consistent with the findings
of the Commission in the companies’ last general rate cases;

. Whether the additional toll revenues shown in Appendix A to the Order
herein issued February 5, 1982, will allow the companies to achieve a
level of actual (average) earnings, measured in terms of common equity,
greater than the end-of-period level last found fair by this Commission
in the companies’ last general rate cases.

On June 30, 1982, a Motion of Citizens Telephone Company in Nature of
Summary Judgment was filed with the Commission. The Commission has reviewed
all of the filings of Citizens Telephone Company along with the testimony of

Pudblic Staff witness Curtis Toms and concludes that the Motion of Citizens
Telephone Company should be granted.

IT IS, THEREFORE, ORDERED that the Motion of Citizens Telephone Company in
Nature of Summary Judgment is hereby granted.

ISSUED BY ORDER OF THE COMMISSION.
This the 2nd day of July 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk
DOCKET NO. P-100, SUB 57
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Investigation of Intrastate Long Distance, WATS, and )

Interexchange Private Line Rates of all Telephone ) ORDER ESTABLISHING
Companies Under the Jurisdiction of the North ) "PLOW~THROUGH"
Carolina Utilities Commission ) REQUIREMENTS

HEARD IN: Hearing Room- of the Commission, Dobbs Building, 430 North Salisbury
Street, Raleigh, North Carolina, July 7, 1982

BEFORE: Commissioner Edward B. Hipp, Presiding; Chairman Robert K. Koger
and Commissioner A. Hartwell Campbell.

APPEARANCES:
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Glenda R. Beard and Dale E. Sporleder, 4100 N. Roxboro Road, P.O.
Box 1412, Durham, North Carolina 27702
For: General Telephone Company of the Southeast

James M. Kimzey, Kimzey, Smith & McMillan, 506 Wachovia Building,
P.0. Box 150, Raleigh, North Carolina 27602
For: Central Telephone Company

John R. Boger, Jr., Williams, Willeford, Boger, Grady, and Davis,
P.A., P.0. Box 810, Concord, North Carolina 28024
For: Concord Telephone Company

Paul L. Lassiter and Thomas K. Austin, Public Staff - North
Carolina Utilities Commission, Legal Division, P.0. Box 991,
Raleigh, North Carolina 27602

For: The Using and Consuming Public

BY THE COMMISSION: On August 3, 1981, Southern Bell Telephone and
Telegraph Company (Southern Bell) filed an application with the Commission for
authority to increase intrastate rates and charges for both local and toll
services. By order dated August 28, 1981, the Commission found the filing to
constitute a general rate case as required by G.S. 62-137. 1In said order, the
Commission further found the public interest would be served by the
establishment of uniform toll rates in this state. Accordingly, this docket
was initiated to 1investigate the proposed increased toll rates with all
telephone companies under the Jjurisdiction of this Commission being made
parties thereto.

On December 1-2, 1981, a hearing was held regarding the proposed increase
in MTS, WATS, and interexchange private line service rates and charges.

On February 5, 1982, the Commission issued in this docket an Order Allowing
Increase and Requiring the Filing of Rates for Intrastate - Toll Service.
Decretal Paragraph No. 5 of said Order provided:

"That all telephone companies, except as provided under Evidence
and Conclusions for Finding of Fact No. 10, shown in Appendix A
shall file new tariffs to reduce local service rates by the amount
of additional toll revenues they will receive under this Order, as
shown in Appendix A attached to and incorporated herein as a part of
this Order. Provided, however, that in compliance with due process
of law, for an interim period not to exceed six months after the
issuance of this Order, any company shown in Appendix A which files
exceptions to this flow through provision within ten days after
issuvance of this Order with an affidavit showing irreparable injury
therefrom and requesting the right to be heard thereon may file with
said reduced tariffs an application for temporary interim stay of
such rate reduction or a part thereof together with a bond of
undertaking for refund or rebate of said ordered reductions or any
part thereof which the Commission finds after hearing should pass
through to the Company’s customers. The affidavit and application
for stay shall include or be followed within not more than 30 days
by all schedules required to show that such revenues will not allow
the companies to achieve a level of actual (average) earnings,
measured in terms of return on common equity, greater than the
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end-of-period level 1last found fair by this Commission in the
companies” last general rate cases, prepared on a test peried of the
12 months ending December 31, 1981, adjusted solely for the annual
effect of any rate increase going into effect during said test
year. The calculation of the actual ({average) return on common
equity shall be calculated in a manner consistent with the findings
of the Commission in said last general rate cases."

Upon proper applications, interim stays were granted to several independent
telephone companies.

On April 15, 1982, an Order was issued establishing a full evidentiary
hearing to determine whether the flow-through provisions of the February 5,
1982, Order should be made permanent in whole or in part by the independent
companies seeking to retain the additioral toll revenues.

On June 30, 1982, an Order was issued to establish the procedures for
receiving testimony on July 7, 1982. The order for receiving testimony was as
follows:

General Telephone Company of the Scoutheast
Central Telephone Company

Concord Telephone Company

Citizens Telephone Company

Public Staff

Notice was given that the purpose and scope of the proceeding was to
determine the following:

1. Whether the data submitted by the respondent companies was accurate;
2. Whether the data was submitted in the prescribed format;

3. Whether the data was prepared in a manner consistent with the findings
of the Commission in the companies last general rate cases; and

4, Whether the additional toll revenues shown in Appendix A to the Order
herein issued February 5, 1982, will allow the companies to achieve a
level of actual (average) earnings, measured in terms of common equity,
greater than the end-of-period level last found fair by this Commission
in the companies’ last general rate cases.

On July 2, 1982, Citizens Telephone Company was granted its Motion in
Nature of Summary Judgment.

Hearings were held on July 7, 1982, All parties were present and
represented by counsel.

Each of the independent telephone companies offered testimony as did the
Public Staff.

Witnesses for the independent telephone companies presented what they
perceived as the impropriety of using actual earnings to facilitate
measurement of the impact of the toll rate increases. Company witnesses
Blanchard and Puffer who represented General Telephone Company (General) of
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the Southeast and Central Telephone Company, respectively, presented returns
on average original cost rate base and average common equity. Both witnesses
also made selected annualization adjustments to operating expenses in addition
to adjustments to operating revenues for the effect of adjustments allowed by
the Commission in rate cases arising during the test period. Both witnesses
also contended that evaluations should be made of the impact of the toll
service rate increase only after consideration is given to both local service
rate increases golng into effect during the test period and the effect of
selected annualized expense adjustments which were allowed by the Commission
in the companies” last general rate cases. Both witnesses maintained that the
annualized expense adjustments represented only the remaining portion of the
expenses not booked during the test period.

The testimony and exhibits for Concord Telephone Company were presented by
witness Widenhouse. Witness Widenhouse calculated his return on common equity
by utilizing an end-of-period capital structure, an end-of-period rate base,
and the actual level of operating revenues and expenses experienced by the
Company during the 12-month test period ended December 31, 1981. The return
on common equity which resulted from utilizing these components was less than
the return allowed by the Commission in the Company’s last general rate case,
thus, Company witness Widenhouse contended that the Company should not be
required to flow through the additional toll revenues arising from this
docket.

Public Staff witness Toms presented calculations of the actual earnings of
each of the participating independent telephone companies. Witness Toms
testified that his presentations were made in accordance with Ordering
Paragraph No. 5 of the Commission Order in Docket No. P-100, Sub S57. He
testified further that he had utilized the same methodology in calculating the
actual returns of the various companies as was utilized by the Commission in
Docket No. P-100, Sub U45.

With respect to General Telephone Company of the Southeast, Public Staff
witness Toms made adjustments to the average original cost rate base to remove
land held for future use and pre-July 1, 1979, construction work in progress.
Witness Toms testified that both of these adjustments were necessary in order
to be consistent with the Commission’s findings in Docket No. P-~19, Sub 182,
and to comply with Ordering Paragraph No. 5 of this docket. Since adjustments
for the annual revenue effect of the Company’s test-period rate increase had
already been made by Company witness Blanchard, the only remaining adjustment
made by witness Toms was an adjustment to recognize the income tax effects of
his adjustments to the average original cost rate base. Witness Toms
testified that after the effect of the above-mentioned adjustments, the
results showed that General would have been earning a return on average common
equity of 16.71% before the effect of the toll increase, whereas the
Commission allowed the Company the opportunity to earn a return in Docket
No. P-19, Sub 182, of 15.95%, as imputed by both General and the Public Staff
at the hearing.

During his cross-examination, the Public Staff witness Toms was asked a
series of questions concerning the concept of matching revenues and expenses.
In response, witness Toms testified that he had previously considered the
question of matching and that after consulting with personnel from Legal,
Communications, and the Director of Accounting, and finally, after considering
the fact that his procedure was consistent with the procedures followed by the
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Commission in Docket No. P-100, Sub 45, he concluded that the question of
matching was not at 1issue in this proceeding. He testified further that
matching was more important in rate cases where an end-of-period level of rate
base, revenues, expenses, and a reasonable capital structure were being
presented. Finally, he testified that Ordering Paragraph No. 5 of the
Commission Order stated that the test period ended December 31, 1981, should
be adjusted solely for the annual effect of any rate increases going into
effect during said test year.

With respect to Central Telephone Company, Public Staff witness Toms made
ad justments to remove the annualization effect of the Company’s adjustments to
rate base, operating revenues, and expenses. Witness Toms testified further
that after the effect of his adjustments the results showed that the Company
would have earned a return of 16.78% on average common equity before the toll
increase and would have earned an 18.42% return if the toll increase granted
in this docket had been in effect during the test year 1981.

With respect to Concord Telephone Company, Public Staff witness Toms made
several adjustments to the Company s proposed capital structure and rate base.
In regard to the capital structure, witness Toms utilized average balances for
the various components, whereas the Company used end-of-period balances.
Witness Toms also made adjustments to include cost-free capital and the job
development investment tax credit in the capital structure. He testified that
these adjustments were in accordance with the Commission’s findings in the
Company’s last general rate case, Docket Nc. P-16, Sub 130.

In regard to the average original cost rate base, Witness Toms made
ad justments to remove construction work in progress, property held for future
use, and cost-free capital from the rate base. As justification for his
adjustments, witness Toms testified that the Company had not filed for a rate
increase, wherein these items had been included as components of the -original
cost rate base. 'Finally, witness Toms testified that the Company had filed an
end-of-period rate base, whereas he had used average balances for each of his
rate base components.

The Company took exception to Public Staff witness Toms’ adjustment to
exclude construction work in progress from rate base on the grounds that the
General Statutes now permit the inclusion of construction as a component of
the original cost rate base. However, Public Staff witness Toms maintained
that this adjustment was in complete accordance with Paragraph No. 5 of the
Commission Order in this docket, and since construction work in progress had
not bYeen included as a component of the original cost rate base in the
Company ‘s last general rate case.

Through his summary testimony and exhibit, Company witness Widenhouse
testified that if he had utilized the same components of the capital structure
as Public Staff witness Toms and had included construction work in progress in
rate base on an end-of-period basis, his resulting returns would have shown
that the Company was still not earning a return in excess of the 13.97% return
allowed by the Commission in Docket No. P-16, Sub 130. Under
cross-~examination Public Staff witness Toms would not accept such an argument,
however, noting that the Company would not be in compliance with Ordering
Paragraph No. 5 which stated:
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"The calculation of the actual {average) return on common equity
should be calculated in a manner consistent with the findings of the
Commission in said last general rate case,“

Public Staff witness Toms found the actual return on equity after the toll
rate increase for the companies involved in this proceeding to be as follows:

Increase Actual Return
in Toll on Equity After Toll
Company Revenues Increase
General Telephone Company
of the Southeast $1,188,012 18.05¢
Central Telephone Company $1,745,871 18.57%
Concord Telephone Company $ 381,315 14,33%

In contrast, the respective Company witnesses presented the following
actual returns after the toll rate increase:

Increase Actual Return
in Toll on Equity After Toll
Company Revenues Increase
General Telephone Company
of the Southeast $1,188,012 14.79%
Central Telephone Company $1,709,377 15.80%
Concord Telephone Company $ 381,315 13.62%

After carefully considering all of the evidence presented by the witnesses
and the entire record in this docket, the Commission now makes the following

FINDINGS OF FACT

1. Concord Telephone Company and Central Telephone Company have general
rate cases pending before this Commission.

2. The toll revenues from Docket No. P-100, Sub 57, assigned to Concord
Telephone Company and Central Telephone Company should be considered in their
pending respective general rate case proceedings.

3. To the extent that the estimated additional intrastate toll revenues to
be realized from the approved increase in toll rates in this docket (Docket
No. P-100, Sub 57) will allow General Telephone Company of the Southeast to
achieve a level of actual earnings, measured in terms of return on common
equity, greater than the end-of~period 1level last found fair by this
Commission in General”’s last general rate case, such revenues should be flowed
through to General’s customers as a reduction in local service rates.

4, General shall file for Commission review and approval within 10 days
from the date of this Order a schedule of rate reductions as required to
accomplish such flow through found reasonable herein.

5. General’s annual toll revenues are increased by $1,188,012 due to the
Commission’s decision in Docket No. P-100, Sub 57, dated February 5, 1982,
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6. General Telephone Company of the Southeast should flow through to its
customers the amount of $548,382, as a reduction in loecal service rates.

7. General should be required to refund to each of its customers the
additional intrastate toll revenues, as spoken to below, arising from the
increase in intrastate toll rates approved in Docket No. P-100, Sub 57,
previously being collected under bond pursuant to G.S. 62-135, plus interest
at the statutory rate. Since General is required to flow through less than
100% of said revenues, then General should be required to refund such revenues
on a pro rata basis. Pro rata refunds of revenues collected under bond should
be based upon the percentage relationship that the amount of flow through
required by the Commission bears to the total additional intrastate toll
revenues estimated to be produced from the increase in toll rates as set forth
in Appendix B of the Commission Order of February 5, 1982. General should be
required to file with this Commission a full and complete report showing the
disposition of the refunds required herein within 90 days after the date of
this Order.

CONCLUSIONS

Consistent with the Commission’s treatment of all other telephone companies
with general rate case proceedings pending since February 5, 1982, and the
date of this Order, the Commission concludes that the matter of flow through
of the increased toll revenues, associated with the Commission Order in Docket
No. P-100, Sub 57, dated February 5, 1982, and related to Central Telephone
Company and Concord Telephone Company, should be properly considered in the
pending general rate proceedings for these two telephone companies.

As to the increased toll revenues associated with General Telephone Company
of the Southeast, this Commission has carefully analyzed the testimony and
exnibits filed by General and the Public Staff and concludes that the
methodology followed by Public Staff witness Toms is generally more
appropriate. However, the Commission further concludes that the methodology
adopted by Public Staff witness Toms should be adjusted to reflect the impact
of the annualization of the remaining 1life depreciation rates effective
October 1, 1981, the annualization of the expensing of inside wiring effective
September 1, 1981, and to reflect normalization of capitalized benefits.
These two adjustments should be made to more appropriately measure the
earnings of General within the parameters of Paragraph No. 5 of the Commission
Order in this docket.

Based on the above conclusions and the entire record in this matter, the
Commission concludes that General’s actual average annual earnings after the
toll increase should be reduced by $548,382 in order that the Company be
allowed to achieve the level of return on equity imputed from the Company’s
last general rate case and agreed to at the hearing by the parties.

IT IS, THEREFORE, ORDERED as follows:

1. That General Telephone Company of the Southeast shall flow through to
its customers as a reduction in local service rates additional intrastate toll
revenues realized from the approved increase in toll rates in this docket
(Docket No. P-100, Sub 57) in the amount of $548,382.
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2. That General shall refund to each of its customers the additional
intrastate toll revenues arising from the increase in intrastate toll rates
approved in Docket No. P-100, Sub 57, previously being collected under bond
pursuant to G.S. 62-135, plus interest at the statutory rate. Pro rata
refunds of revenues collected under bond shall be based upon the ‘percentage
relationship that the amount of flow through required by the Commission bears
to the total additional intrastate toll revenues estimated to be produced from
the increase in toll rates as set forth in Appendix A of the Commission Order
of February 5, 1982, Ceneral shall file with this Commission a full and
complete report showing the disposition of the refunds required herein within
90 days after the date of this Order.

3. That General shall file for Commission review and approval within 10
days from the date of this Order a schedule of rate reductions as required to
accomplish such flow through.

4, That the matter of toll flow through associated with the Commission
Order in this docket of February 5, 1982, and related to Central and General
Telephone companies shall be decided in their respective general rate case
proceedings, now pending before the North Carolina Utilities Commission.

ISSUED BY ORDER OF THE COMMISSION.
This the 22nd day of December 1982,
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk
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DOCKET NO. E-2, SUB 421
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

Mr. and Mrs. James Garland Barefoot, )
Complainants ) FINAL ORDER OVERRULING
vs. ) EXCEPTIONS AND AFFIRMING
Carolina Power & Light Company, ) RECOMMENDED ORDER
Respondent )

HEARD IN: The Commission Hearing Room, Dobbs Building, 430 North Salisbury
Street, Raleigh, MWNorth Carolina, on Monday, February 8, 1982, at
2:00 p.m.

BEFORE: Chairman Robert K. Koger, Presiding, and Commissioners Leigh H.
Hammond, Sarah Lindsay Tate, John V. Winters, Edward B. Hipp, A.
Hartwell Campbell, and Douglas P. Leary

APPEARANCES:
For the Respondent:

Fred D. Poisson, Associate General Counsel, Carolina Power & Light
Company, P. 0. Box 1551, Raleigh, North Carolina 27602

For the Complainants:

Gisele L. Rankin, Staff Attorney, Public Staff -~ North Carolina
Utilities Commission, P.0. Box 991, Raleigh, North Carolina 27602
For: The Using and Consuming Public

BY THE COMMISSION: On December 14, 1981, Hearing Examiner Robert H.
Bennink, Jr., entered a "Reéommended Order Denying Complaint® in this docket.
On December 29, 1981, the Public Staff, on behalf of the Complainants, filed
certain exceptions to the Recommended Order and requested oral argument
thereon before the full Commission. Oral argument on the exceptions was
subsequently heard by the Commission on February 8, 1982. Counsel for both
the Applicant and the Public Staff were present and presented oral argument on
the exceptions.

Based upon a careful consideration of the entire record in this proceeding,
inecluding the exceptions and oral argument heard thereon, the Commission is of
the opinion, finds, and concludes that all of the findings, conclusions, and
ordering paragraphs contained in the Recommended Order are fully supported by
the record. Accordingly, the Commission further finds and concludes that the
Recommended Order dated December 14, 1981, should be affirmed and that each of
the exceptions thereto should be overruled and denied.

IT IS, THEREFORE, ORDERED as follows:
1. That each of the exceptions to the Recommended Order filed herein on

December 29, 1981, by the Public Staff be, and each is hereby, overruled and
denied.
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2. That the Recommended Order in this docket dated December 14, 1981, be,
and the same is hereby, affirmed.

ISSUED BY ORDER OF THE COMMISSION.
This the 23rd day of February 1982,
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk

DOCKET NO. E~2, SUB 447
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION
In the Matter of
Carroll R. Childress, Complainant ) RECOMMENDED ORDER
vs. )} DENYING COMPLAINT
Carolina Power & Light Company, Respondent )

HEARD IN: The Commission Hearing Room, Dobbs Building, 430 North Salisbury
Street, Raleigh, North Carolina, on Friday, April 23, 1982, at

9:30 a.m.
BEFORE: Robert H. Bennink, Jr., Hearing Examiner
APPEARANCES:

For the Complainant:

Paul L. Lassiter, Staff Attorney, Public Staff - North Carolina
Utilities Commission, P. O. Box 991, Dobbs Building, Raleigh, North
Carolina 27602

For the Respondent:

Fred D. Poisson, Associate General Counsel, Carolina Power & Light
Company, P. 0. Box 1551, Raleigh, North Carolina 27602

BENNINK, HEARING EXAMINER: On January 26, 1982, Carroll R. Childress
("Complainant") filed a complaint with the North Carolina Utilities Commission
against Carolina Power & Light Company ("CP&L" or “Respondent"). In
accordance with Commission Rule R1-9, a copy of the complaint was susequently
served upon CP&L pursuant to a Commission Order dated January 29, 1982. CP&L
filed its "Answer" to the complaint on February 18, 1982. On February 26,
1982, the Commission issued a "Notice to Complainant of Answer Filed by
Respondent." On March 2, 1982, the Commission entered an Order in this docket
entitled "Reissued Notice to Complainant of Answer filed by Respondent."

On March 5, 1982, the Complainant filed his response to CP&L’s "Answer®
requesting a public hearing in this matter. The Commission then issued an
Order on March 30, 1982, scheduling a hearing for Friday, April 23, 1982, at
9:30 a.m. in Raleigh, North Carolina.

On April 20, 1982, the Public Staff filed a "Notice of Intervention" in
this proceeding on behalf of the using and consuming public.
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Upon call of the matter for hearing at the appointed time and place, the
Complainant was present and assisted in his representation by counsel for the
Public Staff. The Respondent was also present and represented by counsel.
The Complainant testified in his own behalf. He also offered the testimony of
his 13 year old son, Timothy Allen Sealey. The Respondent offered testimony
by the following individuals: Ronald G. Brown, Supervisor of Rate
Administration for CP&L; Thomas H. Rhodes, Senior Meterman; Lanny Mitchell,
Senior Meterman; Ronnie Driver, First Class Serviceman for CP&L; and
Graham G. Guy, Senior Meterman.

Based upon a careful consideration of the entire record in this proceeding,
including the testimony and exhibits presented at the hearing, the Hearing
makes the following

FINDINGS OF FACT

1. CP&L 1s a "public utility" as defined by G.S. 62-3(23)a.1. and, as such,
is subject to the jurisdiction of this Commission.

2. In July 1981, the Complainant received an electric bill from CP&L in the
amount of $167.04 for service rendered during the 33 day period of time
extending between June 11, 1981, and July 14, 1981. The bill further
reflected a %ilowatt-hour usage of 3120 for the above-referenced period of
time.

3. Upon receipt of the electric bill in question, the Complainant began to
contact CP&L about such bill, alleging that it was teo high. In support of
his allegations, Complainant maintains that he and his family were out of town
and, therefore, not at home for approximately one week during the period of
time in question and, further, that he and his family had only used their air
conditioner very little during such period of time.

4, Oon July 23, 1982, CP&L sent two of its senior metermen to Complainant’s
home to test the electric meter located on such premises. The CP&L employees
who conducted the meter test in question were Thomas H. Rhodes and Lanny
Mitchell. Results of this meter test indicated that Complainant’s meter was
then operating oroperly, registering an overall accuracy of 100.5%. Meterman
Rhodes removed the register from Complainant’s meter to test its gearing
ratio. Results of such test indicated the register ratio to have been
correct. Complainant’s meter was also calibrated by meterman Rhodes in order
to ensure that it would then be registering within a certain error range
established by CP&L as acceptable for meter performance. As they were
replacing the cover on Complainant’s meter, CP&L’s metermen noticed that such
cover had a small hole on the right side of it which appeared to be the result
of a BB pellet. The servicemen did not then have a replacement cover with
them. Therefore, they left Complainant’s premises and subsequently returned
after lunch with a replacement cover which was then installed on Complainant’s
meter. At no time did metermen Rhodes and Mitchell remove the meter in
question from Complainant’s premises.

5. On August S, 1981, CP&l, serviceman Ronnie Driver was dispatched to
install a comparison test meter at Complainant’s residence to check the meter
in question. Results of this test showed that from August 5, 1981, through
August 11, 1981, the meter at Complainant’s residence was registering
properly.
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6. On September 21, 1981, CP&L meterman Graham G. Guy conducted a further
test of Complainant’s meter, the results of which indicated that the meter in

question was then operating in a proper manner.

7. There is no basis in this record upon which to find and conclude that
the Complainant’s meter malfunctioned in any way during the billing period in
question so as to incorrectly register usage of electricity at Complainant’s
residence which was not actually used.

8. Complainant is liable to pay to CP&L the outstanding portion of the
electriec bill referred to in finding of fact number 2 above in the amount of
$78.42, which amount has not yet been paid by the Complainant pending a ruling
on this complaint.

Whereupon, the Hearing Examiner reaches the following
CONCLUSIONS

Pursuant to G. S. 62-75, the burden of proof in this proceeding must be
carried by the Complainant. A careful consideration of the entire record in
this case and the foregoing FINDINGS OF FACT leads the Hearing Examiner to
conclude that the Complainant has failed to carry the requisite burden of
proof and that the complaint at issue herein must be denied, primarily for the

following reasons:

1. There is no evidence in this case which would support a finding
that the Complainant’s meter could have malfunctioned in any way
during the billing period in question so as to incorrectly register
usage of electricity at Complainant’s residence which was not
actually used. CP&L°s witnesses testified that based upon their
tests of the meter in question and the results of such tests, the
Complainant ‘s meter could not have malfunctioned in a manner so as
to mis-register usage, such as by skipping 1000 kilowatt-hours as
hypothesized by the Complainant.

2. Results of 3 separate and independent tests of Complainant’s
meter by CP&L on July 23, 1981, August 5, 1981, and September 21,
1981, respectively, indicated that the Complainant’s meter was in
fact functioning properly.

3. The billing period in question covers 33 days. Therefore, even
if the Complainant and his family were on vacation for approximately
one week during such period, the family was actually living in the
house for at least 26 days during such billing period. Furthermore,
Childress Exhibit No. 1 indicates that for the 32 day billing period
ending July 28, 1980, the Complainant used 3050 kilowatt-hours and
that for the 29 day billing period ending August 26, 1980, the
Complainant used 2750 kilowatt-hours. Thus, Complainant’s usage of
electricity for the billing period in question would appear to be
consistent with comparable 1980 usage periods, even considering his
absence from the home while on vacation. Childress Exhibit No. 1
also indicates that Complainant’s July 1981 bill was based upon a
cooling degree days value of 526, while his July 1980 bill involved
a cooling degree days value of only 447, which is a significant
difference.
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4. The top of Complainant’s air conditioning unit is covered with a
sereen and three rocks to protect it from roosting chickens. During
those times that the Complainant actually used his air conditioner
between June 11, 1981, and July 14, 1981, on extremely hot days, the
unit was operated without removing the above-mentioned screen and
rocks. This certainly raises the distinct possibility that
Complainant’s air conditioning unit may have operated less
efficiently and thus may have used more electricity on those
occasions when it was used during the billing period in question.

5.~ There is no convincing evidence in the record that any parts on
the Complainant’s meter, other than the glass cover, were replaced
or changed in any way or that the meter in question was removed from
the Complainant’s premises by CP&L employees. Both CP&L servicemen
Rhodes and Mitchell testified that they did not remove the meter in
question from Complainant’s premises, since to do so would have been
dangerous in that the terminals of the test jack would have been
left exposed to 240 volts. The Hearing Examiner theorizes that
Complainant’s sons must have noticed the replacement glass cover
brought back by servicemen Rhodes and Mitchell and thought that it
was the meter in question.

Accordingly, for all of the above-stated reasons, the Hearing Examiner
concludes that the complaint filed herein on January 26, 1982, by Carroll R.
Childress should be denied.

IT IS, THEREFORE, ORDERED as follows:

1. That the complaint filed by Carroll R. Childress against Carolina Power
& Light Company on January 26, 1982, be, and the same is hereby, denied.

2. That Complainant shall pay to CP&L the amount of $78.42, which is the
amount still in dispute in this proceeding.

ISSUED BY ORDER OF THE COMMISSION.
This the 11th day of May 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk
DOCKET NO. E-7, SUB 329
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

Harold T. Fergus, )
Complainant )} RECOMMENDED ORDER
vs. ) GRANTING COMPLAINT
Duke Power Company, )
Respondent )

HEARD IN: Commission Hearing Room No. 213, Dobbs Building, U430 North
Salisbury Street, Raleigh, North Carolina, on Tuesday, January 19,
1982, at 9:30 a.m.
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BEFORE: Robert H. Bennink, Jr., Hearing Examiner

APPEARANCES:
For the Complainant:

Karen E. Long, Staff Attorney, Public Staff - North Carolina
Utilities Commission, Post Office Box 991, Raleigh, North Carolina
27602

For the Respondent:

Shannon D. Freeman, Attorney, and W. Edward Poe, Jr., Assistant
General Counsel, Duke Power Company, Post Office Box 33189,
Charlotte, North Carolina 28242

BENNINK, HEARING EXAMINER: On October 2, 1981, Harold Thomas Fergus
(Complainant) filed a complaint with the North Carolina Utilities Commission
against Duke Power Company (Duke, Company, or Respondent). 1In accordance with
Commission Rule R1-9, a copy of the complaint was subsequently served upon
Respondent by Order dated October 2, 1981. Respondent filed its Answer on
October 23, 1981.

On November 4, 1981, the Commmission issued a Notice to the Complainant of
Respondent “s Answer. On December 1, 1981, Complainant filed his response to
the Answer requesting a public hearing in this matter. The Commission issued
an Order on December 22, 1981, scheduling a public hearing for January 19,
1982, at 9:30 a.m. in Raleigh, North Carolina.

On January 18, 1982, the Public Staff filed a Notice of Intervention in
this proceeding.

Upon call of the matter for hearing at the appointed time and place,
Complainant was present and represented by counsel from the Public Staff. The
Respondent was also present and represented by counsel. The Complainant
testified in his own behalf. The Respondent offered the testimony of Guy H.
Lanning, Manager of Office Administration in Respondent’s Winston-Salem
District Office; Linda Smith, one of Respondent’s Customer Representatives in
its Winston-Salewm District Office; and Joe Smith, Supervisor of Customer
Accounts at Respondent’s Winston-Salem office.

Based upon a careful consideration of the complaint, the testimony and
exhibits and the entire record in this proceeding, the Hearing Examiner makes
the following

FINDINGS OF FACT

1. Respondent is a public utility as defined by G.S. 62-3(23)(a)(1) and, as
such, is subject to the jurisdiction of this Commission.

2. The Complainant has been a customer of Respondent’s at 1500 Chesterfield
Road, Clemmons, North Carolina, since July 11, 1980, the date when the new
house at that address was finished and Complainant moved in.
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3. The Complainant, after noticing that the bills for electric service at
his address were too low, made repeated attempts from Octod®er 31, 1980,
through March 1981 to alert Respondent to this problem to no avail.
Complainant finally caught Respondent‘s attention sometime in March or April
1981,

4., The underbilling at issue herein was a result of a mistake on the part
of the Respondent.

5. During the entire interval that the undercharge occurred, the
Complainant was underbilled by $1,005.08. Complainant was underbilled by
$623.78 during the 150 day period covered by Rule R8-34(4)(a). However, with
pzoper credits applied to Complainant’s account, the amount in dispute is
$401.89.

6. The provisions of Commission Rule R8-44(l4)(a) govern this action.

7. Complainant owes no money to Respondent. The amount in dispute cannot
be written off as a bad debt expense, but must be deducted from earnings
available for shareholders’ dividends.

8. Respondent ‘s internal recordkeeping and computerization procedures in
its Winston-Salem office need revision to prevent further happenings of this

sort in the future.

9. Respondent ‘s Winston-Salem office improperly attempts to force payment
of bills in contested cases in a manner not condusive to adequate ‘customer
relations.

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 1-2

Evidence supporting these findings of fact is found in the files and
records of the Commission, the complaint and answer in this record, and in
uncontested testimony at the hearing.

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NO. 3

Evidence supporting this finding of fact is based on the testimony of
Complainant. Complainant testified that he first suspected his subcontractor
was paying the power bills. When he discovered this was not the case, he met
and asked his meter reader, on October 31, 1980, to check his meter because
his bills were too low. The meter reader looked at the meter, checked records
from previous readings, and told him there was nothing wrong with the meter.

Respondent contends it has no record of this contact. However, Company
witness Joe Smith did state he could not find out who read Complainant’s meter
in October 1980 and so could not check the veracity of Complainant’s
statements.

In December 1980, the Complainant, still worried, made a personal visit to
Respondent “s Winston-Salem office to straighten out his problem. He was given
a copy of his rate schedule, but he testified this was not helpful in
explaining why his power bills were so low. Respondent contends it has no
record of this visit. Again, Respondent witness Joe Smith testified he
investigated; however, his testimony indicates his investigation took less
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than a day to check with two customer service representatives and ™a bunch of
men in the marketing department." Mr. Smith also indicated that he took no
notes of at least one conversation with Complainant; nor was he sure he kept
copies of things he mailed Complainant.

In both January and February 1981 Complainant mailed $100 over the amount
of each bill along with a note in January 1981 calling the Company’s attention
to his problem. A copy of the note was submitted as part of Complainant’s
Exhibit No. 1. The Company did not respond to the note and merely credited
his account with the extra $200. Complainant thought he had written a note on
his February 1981 bill stub, but had not kept a copy of the stub and so could
not produce it.

The parties are in dispute as to the first time Complainant finally
captured Respondent’s attention. Respondent contends that it first contacted
Complainant in April 1981 after Respondent had mailed in a bill stub marked
"Please send new rate schedule. T still believe bill is wrong." (Emphasis
added). Complainant asserts the Respondent first contacted him by a telephone
call in March 1981.

Company witness Linda Smith testified she contacted Respondent in April
1981 but did not mark the date on her calendar; nor did she take notes of the
conversation. Apparently, -the only written record of Respondent’s
investigation of Complainant’s problem was made some six (6) months after this
initial contact.

From the foregoing evidence, the Hearing Examiner concludes that
Complainant made repeaed attempts to alert the Company to his problem without
success until sometime in March or April 1981.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 4

Evidence supporting this finding of fact is found in the testimony of
Company witness Lanning who testified that the underbilling was the result of
a mistake made by Respondent at the time Complainant’s account was first set
up for the residence at, 1500 Chesterfield Road, Clemmons, North Carolina.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 5

Evidence for this finding of fact is found in the testimony and exhibits of
Company witness Lanning and the Complainant. There is no question that during
the entire interval that the undercharge in question occurred, the Complainant
was underbilled by $1,005.08 and further that the Complainant was underbilled
by $623.78 during the 150 day period covered by Rule R8-44(4)(a). However, in
view of the fact that the Complainant’s account should have been credited for
amounts which he paid to Duke during the months of January, February, and
September 1981 in excess of the amounts which he was originally billed, the
maximum amount in dispute in this proceeding is $401.89.

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 6 AND 7

Evidence for these findings of fact is found in the direct testimony and
exhibits of Complainant and in cross-examination of Complainant, in the
Company ‘s testimony and exhibits, and in the record as a whole.
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Both parties agree that the provisions of Commission Rule of Practice and
Procedure R8-44(4)(a) govern this proceeding. That rule provides, in
pertinent part, as follows:

a, If the interval during which a consumer having a demand of less
than 50 KW was undercharged can be determined, then the utility
may colleet the deficient amount incurred during that entire
Interval up to a maximum priod of 150 days. For a consumer having a
demand of 50 KW or greater, the maximum period shall be 12 months."
(Emphasis added).

Because Complainant has stipulated his demand is less than 50 KW, the only
question is whether the words of the rule are permissive or mandatory.
Complainant asserts that the rule is permissive; Respondent contends
otherwise.

It has long been established in this State that when a statute employs the
word "may," its provisions will be contrued as permissive and not mandatory.
Felton v. Felton, 213 N.C. 194, 195 S.E. 533 (1938). There is no reason
for this Commission to depart from this rule of construction when dealing with
its own regulations.

Nor is any language in the prefacing paragraph to Commission Rule RB8-44,
which uses the word "shall," controlling. Again it has long been the rule of
construction in this Jjurisdiction that where two provisions exist in a
regulation or statute, one of which is special or particular, and one of which
is general and would confliect with the particular provision if it stood alone,
the special provision controls. State ex rel. Utilities Commission v.
Lumbee River Electric Membershiop Corp., 275 N.C. 250, 166 S.E. 2d 663
(1969), and authority cited therein. Rule R8-44(4)(a) is a special provision
whose permissive terms control and override any mandatory terminology
generally stated in the opening paragraphs of Rule R8-44. Rule R8-44(4)(a) is
clearly permissive, not mandatory.

It, therefore, becomes a matter of Commission discretion whether
Complainant should pay all or any portion of the amount Respondent has
underbilled him. Under most circumstances where a utility has underbilled a
customer for services rendered, the Hearing Examiner would certainly be
inclined to find that the customer who received the benefit of the services in
question should pay for same in conformity with the provisions of Rule R8-4l.
However, the circumstances '~ of ;this particular case clearly call for a
different result for the reason that the Complainant herein made diligent and
frequent attempts to no avail over a period of many months to alert Respondent
to its own mistake. To compel Complainant to pay for the underbilled amounts
during the period of time that he so diligently attempted to get the mistake
corrected would reward Respondent for its own errors and lack of diligence and
would discourage this Complainant and other complainants from correcting
Company-made mistakes which result in underbilled power bills. Such a result
would be antithetical to sound ratemaking, which should attempt to encourage
good business practices and fair rates to both ratepayers and the utility.

Accordingly, the Hearing Examiner concludes Complainant owes no further
money to Respondent.
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The Hearing Examiner also concludes that it would be improper to permit any
amounts in dispute not paid by Complainant to be treated as a bad debt expense
by the Company.

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 8 AND 9

Evidence for these findings of fact is found in the testimony of Company
witnesses Lanning, L. Smith, and J. Smith.

Company witness Lanning testified that the mistake which produced the
underbilling on Complainant’s account was due to a computer program which
automatically generates a multiplier of "1" in an information field when a
clerk fails to fill that information field with a number. As the Company
does have meters which properly have a multiplier in of "1," as well as meters
such as Complainant‘s which do not, it is impossible to tell whether the %1%
which appears as output from the billing program is the result of a proper
input into the billing program or whether that "1" is a number generated by
the computer program when it encounters an empty information field for the
meter multiplier. On cross-examination, witness Lanning testified that while
he didn“t know how the billing program multiplied, his common sense answer
would be that if the program generated an "O" instead of a "1" in the meter
multiplier field when it encountered a blank field, the KWH consumed on the
bill would appear as zero. Witness Lanning also testified that this would not
result in a bill of zero, of course, as the Company’s schedules provide for
minimum rates.

It is the conclusion of the Hearing Examiner that the billing program’s
automatic generation of a "1" has produced the error at issue in this
proceeding_and may be producing errors in other accounts. It is the further
conclusion of the Hearing Examiner that the Respondent has shown no cost
justification for automatically generating a "1" in the meter multiplier field
when that field is blank. Indeed, witness Lanning’s ecross-examination tends
to suggest that another number, a "0," automatically generated could make it
readily apparent to the Company that a usage of zero KWH indicates a billing
anomaly that needs to be investigated. Accordingly, the Hearing Examiner
concludes that the Respondent should check on the feasibility of such a change
in its computer programming and report that feasibility to this Commission.

Testimony of witnesses L. Smith and J. Smith further indicates that the
Respondent's Winston-Salem office does not appear to keep careful notes of
contacts with complaining customers; nor does it contemporaneously document
its dealings with complaining customers. Further, there appear to be no
records kept of, nor do employees remember, which Company employee read meters
in certain areas on certain dates. As Complainant has herein raised the
problem of at least five (5) contacts with Respondent which went unnoticed,
the Hearing Examiner concludes that Respondent’s recordkeeping in its
Winston-Salem office could be kept in better order.

Company witness Lanning also testified that it is his policy to mail out
disconnect notices for unpaid bills even when those bills are the subject of
formal complaint proceedings. He testified that although he knew in his own
mind that he would not disconnect the service, he still sent the notice as a
way of prodding payment. Such was the procedure followed in this case.
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The Hearing Examiner is aware of the recent United States Supreme Court
Case of Memphis Light, Gas and Water v. Craft, 436 U.S. 1, 98 S. Ct. 1554,
56 L. Ed. 2030 (1978), which held that certain procedural rights must be
afforded utility customers when their service is cut off for nonpayment of
bills. The Hearing Examiner 1s also fully aware that the utility in question
in Memphis was not a privately owned, for-profit body such as Respondent,
but rather was a municipal utility. However, since this Commission approves
Respondent “s tariffs and rate schedules, it may be exposed to liability as the
State Agency whose action results in some alleged procedural unfairness.
Furthermore, the Commission’s own rules and regulations provide for the
orderly conduct of cut-off procedures which, when followed, are procedurally
fair to all parties. The Hearing Examiner concludes that the practice of
Respondent ‘s Winston-Salem office in threatening cut-off of service when a
customer 1is in the midst of formally pursuing his remedies wunder the
Commission’s regulations amounts to a 1little more than harassment. This
practice could chill complaining customers from pursuing the remedies
provided for them and does little to promote good customer relations with
Respondent “s ratepayers.

IT 1S, THEREFORE, ORDERED:

1. That Complainant owes no money to Respondent for service underbilled
because of Respondent’s mistake.

2. That Respondent shall assign the amount of $401.89 which is still in
dispute in this case below the 1line. Thus, this amount shall not be
considered an operating expense to be subsidized by other ratepayers.

3. That Respondent shall investigate the feasibility of changing its
computerized billing program or whatever computer program it uses which
automatically generates a meter multiplier of "1" when the program encounters
a blank space in the meter multiplier information field. The Company shall
report back to this Commission within 90 days from the final date of this
Order on the results of its study and snall report on the plans it has to
prevent the kind of mistake which occurred in this proceeding from happening
again.

4, That Respondent shall make every good faith effort to keep adequate
contemporaneous records in its Winston-Salem office of customer complaints and
shall cease the practice of sending cut-off notices to customers who have
already instigated formal complaint procedures before this Commission for
contesting amounts Respondent has billed them.

ISSUED BY ORDER OF THE COMMISSION.
This the 15th day of April 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sharon Credle Miller, Deputy Clerk
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DOCKET NO. E-7, SUB 329
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

Harold T. Fergus, Complainant ) FINAL ORDER RULING
v. ) ON EXCEPTIONS
Duke Power Company, Respondent )

BY THE COMMISSION: On April 15, 1982, Robert H. Bennink, Jr., issued in
this docket a "Recommended Order Granting Complaint." Both Duke Power Company
(Duke), the Respondent and Harold T. Fergus, the Complainant, represented
herein by the Public Staff, filed exceptions to the Recommended Order. The
Complainant also filed a motion requesting that his Duke Power credit rating
be upgraded from a "2" to a "1,

The Commission heard oral argument on these exceptions and the aforesaid
motion on June 28, 1982. After considering the exceptions, the motion, and
oral. arguments of the parties, the Commission concludes that the Examiner’s
Recommended Order should be affirmed insofar as it orders and decrees that
Complainant owes no money ¢to Respondent for service rendered because of
Respondent ‘s mistake (Decretal Paragraph No. 1) and insofar as it orders Duke
to correct its computer program and *"cut-off" practices. (Decretal Paragraph
Nos. 3 and 4.) The Order is reversed insofar as it orders Duke to assign the
disputed amount below the line.

The Commission is affirming the Examiner’s Order because it concludes that
under the facts of this case, it would be unfair to penalize the Complainant,
Mr. Fergus, who made diligent and frequent attempts to correct Duke’s mistake.
The Commission believes that through Mr. Fergus’ diligence a problem with
Duke’s computer program has been discovered which is worth more than the
4401.89 Duke claims of Mr. Fergus. The Commission further concludes that
Mr. Fergus’ former credit rating should be restored.

The Commission is, however, satisfied that Duke’s billing mistake was made
in good faith and that the Company is making every effort to correct the
problems in its computer program and billing procedures. For this reason, the
Commission concludes that the $401.89 may be assigned "above the line."

IT IS, THEREFORE, ORDERED as follows:

1. That the Recommended Order is affirmed and all exceptions overruled for
the reasons stated herein except for Decretal Paragraph No. 2 thereof, which
is hereby rescinded.

2. That Mr. Fergus’ credit rating with Duke Power Company be restored to a

|l1."

ISSUED BY ORDER OF THE COMMISSION.
This the 23rd day of August 1982,
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sharon Credie Miller, Deputy Clerk

Commissioner Tate dissents.
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DOCKET NO. E-22, SUB 272
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

Town of Tarboro, ) ORDER ON MOTION TO DISMISS AND
Complainant ) MOTION TO RECONSIDER OR STAY, OR IN
V. ) THE ALTERNATIVE TO MODIFY, ORDER OF

Virginia Electriec and Power Company, ) NOVEMBER 24, 1982
Respondent )

BY THE COMMISSION: On November 8, 1982, the Town of Tarboro filed a
complaint with this Commission seeking injunctive relief against Virginia
Electric and Power Company. By Order issued on November 18, 1982, the
Complaint was served upon Vepco and the Town of Tarboro’s request for a
preliminary injunction was scheduled for hearing -on November 22, 1982, at
10:30 a.m. before the full Commission. The matter came on for hearing as
scheduled. At the hearing Vepco filed with the Commission a Motion to Dismiss
seeking to dismiss the action pursuant to Rule 12(b)(1) and 12(b)(6) of the
North Carolina Rules of Civil Procedure. The Commission deferred ruling on
this motion until a further hearing could be held.

On November 24, 1982, the Commission issued an Order Scheduling Hearing and
Granting Preliminary 1Injunction. This Order scheduled a hearing for
December 16, 1982, for the Commission to consider both Vepco’s Motion to
Dismiss and Trial on the Merits. The Order further provided that "pending
hearing and the issuance of a final order in this matter, but no later than
March 15, 1983, Vepco 1is restrained from providing service to Polylok
Corporation or its subsidiary, Polylok Finishing Corporation, and from
constructing its distribution lines and other plant or doing any other acts or
things designed to enable it to serve Polylok Corporation or its subsidiary,
Polylok Finishing Corporation."

On November 29, 1982, Vepco filed a motion with the Commission entitled
Motion to Reconsider or Stay, or in the Alternative to Modify Order of
November 24, 1982. By this motion, Vepco asked the Commission to recoasider
the preliminary injunction of November 24, 1982, and to dissolve or stay or
modify its terms. On December 1, 1982, the Commission issued an order in
which it concluded that the Town of Tarboro should be afforded an opportunity
to be heard in response to Vepco’s motion for relief from the preliminary
injunction and, further, that Vepco’s motion to dismiss should be heard in
conjunction with the motion to reconsider, stay, or modify the preliminary
injunection. The hearing was scheduled for December 6, 1982, for the
Commission to consider both the motion to dismiss and the motion to reconsider
the preliminary injunction.

On December 3, 1982, petitions to intervene weré filed by ElectriCities of
North Carolina and Polylok Corporation. A hearing was convened as scheduled
on December 6, 1982, The Commission at that time allowed the two petitions to
intervene. Oral argument was presented by the parties and the intervenors.

Upon consideration of the matter, the Commission concludes that the two
motions considered at the hearing of December 6, 1982, should be decided as
follows:
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MOTION TO DISMISS

Vepco moved to dismiss the Complaint pursuant to G.S. 1A4-1, Rule 12(b)(1)
for lack of subject matter jurisdiction. G.S. 62-30 grants to the Utilities
Commission %such general power and authority to supervise and control the
public utilities of the State as may be necessary to carry out the 1laws
providing for their regulation, and all such other powers and duties as may be
necessary or incident to the proper discharge of its duties.™ Vepco is a
pudblic utility of this State. The present action involves a law providing for
the regulation of public utilities, specifically the right of Vepco to serve
Polylok pursuant to G.S. 62-110.2. We, therefore, conclude that the
Commission has jurisdiction over the subject matter of the present complaint
and that Vepco’s motion to dismiss pursuant to G.S. 1A-1, Rule 12(b)(1) should
be denied.

Vepco also moved to dismiss the complaint pursuant to G.S. 18-1, Rule
12(b)(6) for failure to state a claim upon which relief can be granted. Such
a motion should not be allowed unless the complaint is "clearly without any
merit; and this want of merit may consist in an absence of law to support a
claim of the sort made, or a fact sufficient to make a good claim, or in the
disclosure of some fact which will necessarily defeat the claim." Sutton v.
Duke, 277 NC 94, 102-03 (1970). By the complaint, the Town of Tarboro seeks
to enjoin Vepco from providing electric power service to the premises of
Polylok and its subsidiary, which are presently customers of the Town located
outside its municipal boundaries. Vepco contends that it has the right to
serve these customers pursuant to G.S. 62-110.2(b)(5) and, therefore, that
there is a lack of 1law to support a claim of the sort made. G.S.
62-110.2(b)(5) provides:

"Any premises initially requiring electric service after April 20,
1965, which are not located wholly within 300 feet of the lines of any
electric supplier and are not located partially within 300 feet of the
lines of two or more electric suppliers may be served by any electric
supplier which the customers chooses, unless such premises are located
wholly or partially within an area assigned to an electric supplier
pursuant to subsection (c) hereof, and any electric supplier not so
chosen by the consumer shall not thereafter furnish service to such
premises.”

The parties agree that the issue turns upon an interpretation of G.S.
62-110.2(v)(5). The parties agree that the premises involved are not located
within an area assigned to an electric supplier and are not located wholly or
partially within 300 feet of the lines of any electric supplier, but the
parties disagree as to the interpretation and application of the remaining
language of the subdivision.

The subdivision deals with "premises initially requiring electric service
after April 20, 1965," i.e., new customers coming into existence after that
date. The subdivision allows such customers a choice, but it is unclear as to
the time at which the choice must be made. We believe that the subdivision
should be interpreted as applying to the choice made by the customer when it
initially requires electric service.

The subject statute was enacted as a part of Chapter 287 of the Session
Laws of 1965. This chapter was enacted to avoid or reduce litigation between
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electric suppliers growing out of their competition for 'territories and to
avoid or reduce the uneconomical duplication of transmission and distridbution
systems that was resulting from that competition. Electric Service v. City
of Rocky Mount, 285 NC 135, 141 (1974). Considering the purpese for which
the “statute was enacted, we conclude that the choice provided by the statute
applies to 211 premises initially requiring electric service after April 20,
1965, at the time that they initially require the service. To interpret the
statute otherwise would allow a customer coming into existence after
April 20, 1965, to receive electric power service from a municipally and,
thereafter, to choose to change over to an electric supplier, thus resulting
in the very dupliecation of transmission and distribution systems that the
statute was designed to avoid or reduce. Since the subdivision applies to the
choice made at the time the new customer initially requires electric service
and since Polylok and its subsidiary did not choose Vepco when they initially
required electric service in the early 1970s, Vepco comes within the final
provision of the subdivision, which provides that "any electric suppliers not
so chosen by the customer shall not thereafter furnish service to such

premises."

Vepco relys upon Utilities Commission v. Lumbee River Electric
Membership Corporation, 275 NC 250 (1969), in support of its position. That
case is not applicable to the present situation since it deals with a dispute
between two electric suppliers, not between an electric supplier and a
municipality. The Lumbee River case is further distinguishable in that it
concerned service to a new customer who had never before received electric
service. Thus, it in no way stands for the proposition argued by Vepco. We
have found no case directly on point, but we believe that the language of the
subdivision, the context in which it was enacted, and the present facts
justify the interpretation that we take.

We, therefore, conclude that there is law to support a claim of the sort
made by the Town of Tarboro, and that Vepco’s motion to dismiss for failure to
state a claim should be denied, and the preliminary injunction dissolved.

The Commission further concludes that there may be factual circumstances
affecting the rights of the parties and the obligation of the Commission in
administering the Act, bearing upon the equities between the parties and other
customers in the area, to assist in the statutory construction of the statute
involved and to consider the public interest and the public convenience and
necessity within the purview of the rule of statutory construction to be
governed by the 1legislative intent of the entire Public Utilities Act, and
particularly Chapter 287 of the Session Laws of 1965 in its entirety.

MOTION TO RECONSIDER, STAY, OR MODIFY PRELIMINARY INJUNCTION
OF NOVEMBER 24, 1982

In order to Jjustify issuance of a preliminary injunction, the Town of
Tarboro must show (1) that there is probable cause to believe that it will
ultimately prevail on the merits, and (2) that there is a reasonable
apprehension of irreparable loss unless injunctive relief is granted. The
burden. of proof is upon the Town.

We have just ruled that the Town has stated a claim for relief. 1In light
of this ruling and upon consideration of the facts which are not in dispute
(as stated in this Order and in the preliminary injunction of November 24,
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1082), we now find and conclude that there is probable cause to believe that
the Town will prevail on the merits.

Vepco concedes that the Town may arguably be harmed by commencement of
service to Polylok by Vepco. However, it denies that its construction of
distribution lines to the viecinity of Polylok (which is also enjoined by our
Order of November 24, 1982) will cause any irreparable harm. It asserts that
"the construction of the lines will not change . . . the legal position of
Tarboro." Vepco asks that the preliminary injunction be modified to allow it
to continue its construction activities. We will so modify the injunction.

G.S. 62-110.2(b)(3) and (U) deal with rights arising upon the construction
of new electric lines after April 20, 1965. Both subdivisions condition the
rights granted therein upon the requirement that the new lines be constructed
"to serve customers that the supplier has the right to serve." Thus, Vepco
must have the right to serve Polylok and its subsidiary pursuant to G.S.
62-110.2(b)(5) before it will acquire any new rights by virtue of the
construction of its lines to the vicinity of Polylok. See Utilities Comm.
v. Electric Membership Corp., 275 NC 250, 259 (1969). Upon annexation of
the area on which Polylok is located into the Town of Tarboro on June 30,
1983, the provisions of G.S. 62-110.2 will cease to be applicable. See G.S.
62-110.2(e). G.S. 160A-331 et. seq. will take effect. Vepco might attempt
to claim rights as a "secondary supplier" as defimned in G.S. 1604-331(5)
However, no argument or evidence has been presented to show that the
construction of electric lines to the vicinity of Polylok will enable Vepco to
claim rights as a secondary supplier after annexation. We, therefore,
conclude that the Town has failed to carry the burden of showing irreparable
harm in the construction of electric lines by Vepco.

Furthermore, in asking this Commission to modify the preliminary injunction
already issued, Vepco has taken the position that the construction of its
lines to the vicinity of Polylok will not change the legal positions of the
parties. We will modify the injunction in reliance upon this statement, and
we, therefore, believe that Vepco is esstopped from later changing its mind
and claiming new rights contrary to the position it now takes.

The attachment of Vepco facilities to the premises of Polylok or its
subsidiary or the furnishing of electric service to Polylok or its subsidiary
by Vepco would alter the legal positions of the parties and would result in
irreparable harm to the Town. Vepco will continue to be enjoined from such
activity.

IT IS, THEREFORE, ORDERED that:
1. Vepco’s motion to dismiss filed on November 22, 1982, is denied.

2. The preliminary injunction of November 24, 1982, is modified to provide
as follows:

Pending hearing and the issuance of a final order in this matter, but no
later than March 15, 1983, Vepco is restrained from providing electric service
to Polylok Corporation or its subsidiary, Polylok Finishing Corporation, and
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is further restrained from attaching any of its facilities to the premises of
Polylok Corporation or its subsidiary, Polylok Finishing Corporation.

ISSUED BY ORDER OF THE COMMISSION.
This the 9th day of December 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk

Commissioners Hammond and Hipp dissent as to the modification of the
preliminary injunction. Commissioner Hammond would not allow any further
construction. Commissioner Hipp would allow comnstruetion by Vepco to proceed
to within 300 feet of Polylok.

Commissioners Tate, Winters, and Campbell dissent as to denial of motion to
dismiss for reasons stated in attached dissent.

COMMISSIONERS TATE, WINTERS, AND CAMPBELL, DISSENTING: We respectfully
dissent from the majority’s ruling as to Vepco’s motion to dismiss for failure
to state a claim. For the following reasons, we believe that this motion
should be allowed at this time. ’

G.S. 62-110.2(b)(5) gives Polylok and its subsidiary the right to "be
served by any electric supplier which the customer chooses." The term
VYelectric supplier™ includes any public utility furnishing electric service or
any electric membership corporation. The term does not include
municipalities. See G.S. 62-110.2(a)(3); Domestic Electric Service v.
Rocky Mount, 285 NC 142. Municipalities chose not to be bound by the
provisions of G.S. 62-110.2 when it was enacted by the Legislature. Thus, the
statute confers no rights upon them and provides no limitations to protect
them. The statute gives customers such as Polylok and its subsidiary the
choice of service by an electric supplier, and, absent a contractual
limitation (of which there is no evidence in this case), they may make this
choice even though they are presently being served by Tarboro.

Tarboro argues that the choice of service by an electric supplier which is
granted in this subsection only applies to the initial service to the
customer. We find nothing in the language of the subseection to warrant such
an interpretation. Where the language of a statute is clear and unambigious,
we must apply it as written. The term "initially" is used in the subsection
to describe the premises which are subject to it. These are premises
"initially requiring electric service after April 20, 1965," i.e., new
customers who come into existence after the given date. The term "initially"
modifies requirement of electric service. It cannot be read to modify choice.
Thus, the choice. granted by the subsection is not limited to initial service.

Since it is undisputed that Polylok and its subsidiary came into existence
and '"initially required electric service" in the early 1970s, they are
premises subject to this subsection. They chose Tarboro for their electric
service in the early 1970s, but Tarboro is not an "electric supplier" as
defined in the statute. Polylok and its subsidiary have now chosen Vepco,
which is an "electric supplier,™ and Vepco has the right to serve them. The
last language of the subsection ("any electric supplier not so chosen by the
customer shall not thereafter furnish service to such premises") can only mean
that once a customer has chosen an electric supplier, no other electric
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supplier can take that customer away. This does not apply to the present
situation. The fact that Polylok previously chose service from a municipality
does not alter its right to chose service from an electric supplier.

It 1s true, as argued by Tarboro, that the present interpretation allows
some duplication of service lines in the area of Polylok. However, our desire
to avoid duplication of lines ‘does not Jjustify our reading language into the
statute that is simply not there. As stated in Utilities Commission v.
Lumbee River Electric Membership Corporation, "[Elven if duplication should
exist, It would not deprive the customer of its statutory right to choose its
electrical supplier or deprive CP&L of its statutory right to serve.™
275 NC 250, 254-55. 1If the Legislature had intended to control duplication of
service lines more closely, it could have done so by including municipalities
within the provisions of G.S. 62-110.2. It did not do so, and the present
duplication of lines is unavoidable under the language of the statute.

We, therefore, believe that Vepco has the right to serve Polylok and its
subsidiary pursuant to G.S. 62-110.2(b)(5) and this Commission "may not, by
its rules or order, forbid the exercise of a right expressly conferred by
statute." 1Id. at 257. Thus, we believe that there is clearly an absence of
law to suppart a claim of the sort made by Tarboro, and that Tarboro has
failed to state a claim upon which relief can be granted. We vote to allow
Vepco’s motion to dismiss.

DOCKET NO. E-22, SUB 272
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Town of Tarboro, Complainant )

v. ) ERRATA ORDER
Virginia Electric and Power Company, Respondent )

BY THE COMMISSION: It has come to the attention of the Commission that in
preparing the Order of December 9, 1982, in this docket, certain language was
inadvertently misplaced. The phrase "and the preliminary injunction
dissolved" at the end of the fourth paragraph on page 3 of the Order does not
reflect the majority ruling on Vepco’s motion to dismiss. This language
reflects the opinion of the dissenters Tate, Winters, and Campbell; and it
should be included in their dissent.

IT IS, THEREFORE, ORDERED that the phrase "and the preliminary injunction
dissolved" at the conclusion of the fourth paragraph on page 3 of the Order be
stricken, that the phrase "and to dissolve the preliminary injunction" be
inserted at the conclusion of the paragraph on page 7 of the Order, and that
the punctuation of the two sentences involved be corrected to reflect this
change.

ISSUED BY ORDER OF THE COMMISSION.
This the 10th day of December 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk
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DOCKET NO. E-22, SUB 272
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

Town of Tarboro, Complainant )
v. } SUMMARY JUDGMENT
Virginia Electric and Power Company, Respondent )

HEARD IM: The Commission Hearing Room, Dobbs Building, X430 North Salisbury
Street, Raleigh, North Carolina, on Thursday, December 16, 1982, at
9:30 a.m.

BEFORE: Chairman Robert K. Koger and Commissioners Leigh H. Hammond, Sarah
Lindsay Tate, John W. Winters, Edward B. Hipp, A. Hartwell Campbell,
and Douglas P. Leary, Presiding

APPEARANCES:
For the Complainant:

Herbert H. Taylor, Jr., and Z. Creighton Brinson of Taylor, Brinson
& Marrow, Attorneys at lLaw, 210 East Saint James Street, Tarboro,
North Carolina 27886

For the Respondent:

Edward S. Finley, Jr., and Edgar M, Roach, Jr., of Hunton &
Williams, Post Office Box 109, Raleigh, North Carolina 27602

For the Intervenors:

Charles C. Meeker and Nancy H. Hemphill of Sanford, Adams,
McCullough & Beard, 414 Fayetteville Street Mall, Raleigh, North
Carolipna 27602

Appearing for: Polylok Corporation

Pewitt C. McCotter and Ernie X. Murray of Spruill, Lane, McCotter &
Jolly, Attorneys at Law, Post Office Drawer 353, Rocky Mount, North
Carolina 27801

Appearing for: ElectriCities of North Carolina

BY THE COMMISSION: This matter came on for hearing on December 16, 1982,
on motions for summary judgment filed on that date by the Town of Tarboro and
Virginia Electric and Power Company (hereinafter Vepco). The two movants and
intervenors Polylok Corporation and ElectriCities of North Carolina were
present and participating. No party raised any objection as to inadequate
advance notice of the hearing.

The four parties filed certain stipulations of fact with the Commission at
the hearing. The Town of Tarboro presented an affidavit at the hearing to
which objection was raised. Polylok presented certain affidavits and oral
testimony at the hearing to which objections were raised. These objections
were overruled; however, the Commission now determines that the motions for
summary Jjudgment can be determined on the basis of the pleadings, the
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affidavits filed prior to the hearing, and the stipulations of fact submitted
by the parties.

Among other facts not in dispute, the Commission notes the following facts
as significant to its decision:

1. The Town of Tarboro, Edgecombe County, North Carolina, is a municipal
corporation created and existing under and by authority of the laws of the
State of North Carolina, and its post office address is Post Office Box 220,
Tarboro, North Carolina 27886.

2. Virginia Electric and Power Company is a Virginia corporation entitled
to conduct business in the State of North Carolina and is a public utility for
providing electric power, 1its registered agent in North Carolina being
Randolph McIver, whose address is Vepco Street, Roanoke Rapids, North Carolina
27870.

3. Polylok Corporation is an intervenor in this docket and has post office
address at Anaconda Road, Post Office Box 249, Tarboro, North Carolina 27886.

4. ElectriCities of North Carolina is a voluntary, non-profit association
having as its members 67 municipalities in the State of North Carolina and
Virginia. ElectriCities has a mailing address of Post Office Box 95162,
Raleigh, North Carolina 27625 and is an intervenor in this proceeding.

5. Polylok Corporation initially required electric service in 1970, and
Polylok Finishing Corporation initially required electric service in 1973.
Polylok Corporation and Polylok Finishing Corporation (hereinafter Polylok)
have received all of their electric service to date from the Town of Tarboro.

6. The premises of Polylok Corporation are not located wholly or partially
within any area assigned to any electric supplier pursuant to G.S.
62-110.2(c).

7. The premises of Polylok Corporation are not located wholly within 300
feet of the lines of any electric supplier and not located partially within
300 feet of the lines of two or more electric suppliers.

8. Polylok Corporation has chosen to receive electric service from Vepco
effective January 1, 1983, and has a contract with Vepco so stating. The Town
of Tarboro was notified of this choice by letter dated August 12, 1982.

9. The General Assembly has enacted a bill annexing the Polylok Corporation
premises as part of the Town of Tarboro effective June 30, 1983.

The Commission takes Jjudicial notice of its own proceedings in Docket No.
ES 23, which dealt with the assignment of territory in the area involved.
From these proceedings we note the following:

10. Vepco and Edgecombe-Martin County Electric Membership Corporation filed
a Jjoint application with the Commission for the assignment of territory in
Edgecombe County pursuant to G.S. 62-110.2(c) on July 5, 1968. The applicants
asked that certain areas, including the area on which the premises of Polylok
Corporation are located, be left unassigned and asserted in their application
that "the designation of certain areas as unassigned, as herein requested, is
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in accordance with and will serve the public convenience and necessity." On
August 16, 1968, the Town of Tarboro addressed a letter to the Commission
asserting that its Town Council had considered the Joint application and did
not wish to intervene or protest the assignment of areas as requested, but
noting that Yif any area other than that which 1is being requested to be
assigned to the petitioners as shown on the map hereinbefore referred to in
the vicinity of Tarboro’s electric distribution system is considered for
assignment to anyone other than the Town of Tarboro, we request to be notified
and given an opportunity to intervene and protest. such assignment at that
time." The Commission subsequently entered an Order on October 25, 1968,
assigning the territory as requested in the joint application.

The Commission also notes the following facts which are' established by
allegations and admissions in the pleadings:

11. The Town of Tarboro is now a member of North Carolina Eastern Municipal
Power Agency and as a member of that agency has contracted to "take or pay"
for its proportion of the project power of the Power Agency, which proportion
was based upon the load demand of the Tarboro system at that time, which
included the load demand for Polylok and its subsidiary.

12. In order for the Power Agency to become the all-requirements supplier
of electric power for the municipalities that are members of that agency and
located in the Vepco service area, it was necessary to enter into a contract
with Vepco to obtain releases from those municipalities’ contracts with Vepco
and to pay Vepco the sum of approximately $15,000,000 for said releases, which
sum has been paid.

Based upon the above and other undisputed facts, the majority of the
Commission concludes that the motion for summary judgment by the Town of
Tarboro should be allowed. The parties agree that the issue turns upon an
interpretation of G.S. 62-110.2(b)(5). The parties agree that the premises
involved are not located within an area assigned to an electric supplier and
are not located wholly or partially within 300 feet of the lines of any
electric supplier, but the parties disagree as to the interpretation and
application of the remaining language of the subdivision. The subdivision
deals with "premises initially requiring electric service after April 20,
1965," i.e., new customers coming into existence after that date. The
subdivision allows such customers a choice, but it is unclear as ‘to the time
at which the choice must be made. We believe that the subdivision should be
interpreted as applying to the choice made by the customer when it initially
requires electric service,

The subject statute was enacted as a part of Chapter 287 of the Session
Laws of 1965. This chapter was enacted to avoid or reduce litigation between
electric suppliers growing out of their competition for territories and to
avoid or reduce the uneconomical duplication of transmission and distribution
systems that was resulting from that competition. Electric Service v. City
of Rocky Mount, 285 NC 135, 141 (1974). Considering the purpose for which
the statute was enacted, we conclude that the choice provided by the statute
applies to all premises initially requiring electric service after April 20,
1965, at the time that they initially reguire the service. To interpret the
statute otherwise would allow a customer coming into existence after
April 20, 1965, to receive electric power service from a municipality and,
thereafter, to choose to change over to an electric supplier, thus resulting
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in the very duplication of transmission and distribution systems that the
statute was designed to avoid or reduce. Since the subdivision applies to the
choice made at the time the new customer initially requires electric service
and since Polylok and its subsidiary did not choose Vepco when they initially
required electric service in the early 1970s, Vepco comes within the final
provision of the subdivision, which provides that "any electric suppliers not
so chosen by the customer shall not thereafter furnish service to such
premises."

Vepco relies wupon Utilities Commission v. Lumbee River Electric
Membership Corporation, 275 NC 250 (1969), in support of its position. That
case is not applicable to the present situation since it deals with a dispute
between two electric suppliers, not between an electric supplier and a
municipality. The Lumbee River case is further distinguishable in that it
concerned service to a new customer who had never before received electric
service. Thus, it in no way stands for the proposition argued by Vepco. We
have found no case directly on point, but we believe that the language of the
subdivision, the context in which it was enacted, and the present facts
Justify the interpretation that we take.

Although the municipalities were not defined as electric suppliers under
G.S. 62-110.2, they are suppliers of electricity under G.S. 1604-331, et
seq.: and, as such, they are given certain rights to their service area by
these statutes. To adopt the interpretation proposed by Vepco in this matter
would open the door to the present situation arising again and again in the
future. There are many unassigned areas around municipalities in our State.
These areas often include industrial parks that have many very desirable
customer's for electric companies. In the present case, the area around
Tarboro was purposely left unassigned because the parties considered such a
designation to serve the public convenience and necessity. Vepco’s position
in this case would allow electric suppliers to go into this area and all such
areas to look for new customers, even though the customers are now being
adequately served by municipalities. Vepco’s position would allow the
electric suppliers to build distribution 1lines into these areas to take
customers, resulting in unnecessary duplication of service lines. Further,
Vepco’s position would allow the customers who choose to switch over to an
electric supplier to thereafter change and go back to receiving service from
the municipalities, thus resulting in chaos in the electric supply systems in
these areas. Such an interpretation would not serve the public convenience
and necessity.

Furthermore, we cannot take lightly the fact that the Town has contracted
to buy certain power from the Power AgZency based upon the load demand of
Polylok which it had every reason to expect to continue as its customer. The
Power Agency would be exposed to substantial risks should Vepco be allowed to
prevail in this case,

Based upon the above reasoning, the Commission concludes that there is no
genuine ‘issue of material fact, that the motion for summary judgment filed by
the Town of Tarboro should be allowed, that the motion for summary judgment
filed by Vepco should be denied, and that Vepco should be permanently enjoined
from providing electric service to Polylok and its subsidiary.

The area of Polylok will be annexed by the Town of Tarboro effective
June 30, 1983. At that time the statute cited will cease to be applicable and
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the legal position of the parties will change. It is for this reason that we
have expedited hearings in this case with the consent and cooperation of the
parties. We believe that the present case involves a major issue of
widespread significance, that the issue is ripe for decision in this case, and
that the issue should not be decided by the mere passage of time. At one
point the Town of Tarboro offered to stipulate that if final determination was
in favor of Vepco but did not come until after the effective date of
annexation, the Town would voluntarily relinquish to Vepco the right to serve
Polylok. We urge the Town to renew this offer. We further urge the appellate
courts to which this case may be presented to do all in their power to
maintain the status quo or to decide the dispute before the effective date of
annexation.

IT IS, THEREFORE, ORDERED:

1. That the motion for summary judgment filed by the Town of Tarboro is
allowed.

2. That the motion for summary judgment filed by Vepco is denied.

3. That Vepco is hereby permanently enjoined from providing electric power
service to the premises of Polylok and its subsidiary Polylok Finishing
Corporation.

ISSUED BY ORDER OF THF COMMISION.
This the 21st day of December 1382,
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sharon Credle Miller, Deputy Clerk

COMMISSIONERS TATE, WINTERS, AND CAMPBELI, DISSENT

COMMISSIONERS TATE, WINTERS, AND CAMPBELL, DISSENTING: We believe that the
sole matter before the Commission in this case is an interpretation of the
language of G.S. 62-110.2(b)(5). Equitable considerations, appealing as they
may be, simply do not enter into the case as we view it. We now reaffirm our
interpretation of the statute and the reasons therefor that we set forth in
our dissent to the Commission’s Order of December 9, 1982. We will repeat it
here.

G.S. 62-110.2(b)(5) gives Polylok and its subsidiary the right to "be

served by any electric supplier which the customer chooses.” The term
"electric supplier" includes any public utility furnishing electric service or
any electric membership corporation. The term does not include

municipalities. See G.S. 62-110.2(a)(3); Domestic Electric Service v.
Rocky Mount, 285 NC 142, Municipalities chose not to be bound by the
provisions of G.S. 62-110.2 when it was enacted by the Legislature. Thus, the
statute confers no rights upon them and provides no limitations to protect
them. The statute gives customers such as Polylok and its subsidiary the
choice of service by an electric supplier, and, absent a contractual
limitation (of which there is no evidence in this case), they may make this
choice even though they are presently being served by Tarboro.

Tarboro argues that the choice of service by an electric supplier which is
granted in this subsection only applies to the initial service to the
customer. We find nothing in the language of the subsection to warrant such
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an interpretation. Where the language of a statute is clear and unambigious,
we must apply it as written. The term "initially" is used in the subsection
to describe the premises which are subject to it. These are premises
"initially requiring electric service after April 20, 1965," i.e., new
customers who come into existence after the given date. The term "initially"
modifies requirement of electric service. Tt cannot be read to modify choice.
Thus, the choice granted by the subsection is not limited to initial service.

Since it is undisputed that Polylok and its subsidiary came into existence
and "initially required electric service® in the early 1970s, they are
premises subject to this subsection. They chose Tarboro for their electric
service in the early 1970s, but Tarboro is not an "electric supplier" as
defined in the statute. Polylok and its subsidiary have now chosen Vepco,
which is an "electric supplier," and Vepco has the right to serve them. The
last language of the subsection ("any electric supplier not so chosen by the
customer shall not thereafter furnish service to such premises") can only mean
that once a customer has chosen an electric supplier, no other electric
supplier can take that customer away. This does not apply to the present
situation. The fact that Polylok previously chose service from a municipality
does not alter its right to chose service from an electric supplier.

It is true, as argued by Tarboro, that the present interpretation allows
some duplication of service lines in the area of Polylok. However, our desire
to avold duplication of lines does not Justify our reading language into the
statute that is simply not there. As stated in Utilities Commission v.
Lumbee River Electric Membership Corporation, "[EJven if duplication should
exist, it would not deprive the customer of its statutory right to choose its
electrical supplier or deprive CP&L of its statutory right to serve."
275 NC 250, 254-55. If the Legislature had intended to control duplication of
service lines more closely, it could have done so by including municipalities
within the provisions of G.S. 62-110.2. It did not do so, and the present
duplication of lines is unavoidable under the language of the statute.

COMMISSIONER WINTERS, DISSENTING: I believe the law is as set forth above
and that it is controlling. However, in addition to the views expressed in
the preceding dissent, I wish to note the following concerns about the
position of the intervenor Polylok. I not only believe that Polylok has a
right to choose electric power from Vepco, but I believe that the choice is a
quite understandable one under the circumstances. By the Order of December 9,
1982, the majority of the Commission asked the parties to address the
equities. I believe that the equities presented weigh heavily in favor of
Polylok. Affidavits and testimony were presented at this hearing tending to
show that Polylok is 1located approximately one mile outside the current
corporate limits of the Town, that the land in between is agricultural in use
and nature, that the area including Polylok was annexed into the Town by
legislative decree over Polylok’s objection, and that the annexation
proceeding was rushed through the General Assembly in a few weeks ™ time
despite Polylok’s request that the matter be postponed to the January 1983
session. Furthermore, Polylok believes that it was overcharged for electric
service for the period of October 1981 through May 1982, and the Town has
refused to refund the alleged overcharges or otherwise satisfy Polylok on this
matter. Vepco, on the other hand, is a regulated utility under the
Jurisdiction of this Commission as to its rates and quality of service.
Polylok sees this as a sound business reason for choosing Vepco over the Town,
and I firmly believe that it should be allowed that choice.
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DOCKET NO. ES-81, SUB 2
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Petition of Larry C. Eaves, et al., for ) ORDER DENYING PETITION AND
Reassignment of Electric Service Area in ) MOTIONS FOR ASSIGNMENT AND
Johnston County )} CONFIRMING PRESENT SERVICE

HEARD IN: Town Hall, Clayton, North Carolina, on July 12, 1979, and The
Commission Hearing Room, Dobbs Bulding, 430 North Salisbury Street,
Raleigh, North Carolina, on Tuesday, October 14, 1980, and

The Commission Hearing Room, Dobbs Building, 430 North Salisbury
Street, Raleigh, North Carolina, on Monday, December T, 1981, and
Tuesday, December 8, 1981

BEFORE: Hearing Examiner Wilson B. Partin, Jr., and Commissioner Edward B.
Hipp, Presiding, and Chairman Robert K. Koger and Commissioner
Hartwell Campbell

APPEARANCES:
For the Respondents:

W. Kenneth Hinton, Daughtry, Hinton, Woodard and Lawrence, P.A.,
Attorneys at Law, P. O. Box 1960, Smithfield, North Carolina 27577
For: Town of Clayton

Fred D. Poisson, Attorney at Law, Carolina Power & Light Company,
P. 0. Box 1551, Raleigh, North Carolina 27602
For: Carolina Power & Light Company

For the Public Staff:

Paul L. Lassiter, Staff Attorney, Public Staff ~ North Carolina
Utilities Commission, P.0. Box 991, Raleigh, North Carolina 27602
For: The Using and Consuming Publie

BY THE COMMISSION: On March 22, 1979, a petition was filed with the
Commission by Mr. Larry C. Eaves and approximately 90 other persons who are
served with electricity by the Town of Clayton ("Town") but who live outside
the municipal 1imits of the Town. The Petitioners alleged that they had been
receiving inadequate electric service from the Town and requested that the
Commission assign to Carolina Power & Light Company ("CP&L") the area outside
of the municipal 1imits which is presently designated as unassigned.

The Commission issued an Order Setting Hearing and Requiring Public Notice
on April 10, 1979, having concluded that a public hearing should be held for
the purpose of determining, pursuant to G.S. 62-110.2(c)(2) and Commission
Rule RB-32, whether or not public convenience and necessity requires
assignment of the above described area to CP&L. CP&L and the Town were made
parties in the proceeding.
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The Public Staff filed an intervention on behalf of the using and consuming
public on June 8, 1979. No other interventions were received by the

Commission.

The hearing was held on July 12, 1979, at the time and place specified in
the Commission’s Order; public notice was published as required. Eleven
customers who received electric service from the Town of Clayton testified
regarding service problems they had encountered. The Public Staff presented
the testimony of Mr. J. Reed Bumgarner, Jr., an engineer with the Electric
Division of the Public Staff. Six witnesses testified on behalf of the Town
of Clayton.

Based upon the testimony at the dJuly 12, 1979, hearing, the Commission
issued an Order on October 24, 1979, finding as facts as follows: (1) Meter
tests conducted at various homes served by the Town of Clayton outside the
corporate limits indicate voltage levels ranging outside the Commission’s
tolerance levels; (2) these voltage fluctuations may have caused damage to the
Petitioners, including, but not 1limited to, burned out 1light bulbs and
destroyed appliances and air conditioning compressors; (3) although the Town
of Clayton has made some improvements to its electric distribution systenm,
these improvements have not benefitted the customers who reside outside the
municipal limits; (4) the Town of Clayton knew that certain of its customers
outside the town limits were experiencing voltage fluctuation problems as
early as 1973; (5) the Town has retained consulting engineers who indicate
that the voltage problems can be corrected within six months by upgrading of
feeder lines and the replacement of transformers; and (6) the Town has
budgeted funds for the 1979-1980 fiscal year to implement the recommendation
of the consulting engineers.

The Commission concluded that the Petitioners had experienced wide
fluctuations in voltage which should not be allowed to continue and that the
response by the Town of Clayton to the Petitioners’ complaints had been less
than satisfactory. Nevertheless, the ‘Commission's Order gave the Town of
Clayton until April 30, 1980, to upgrade the facilities serving the
Petitioners and to file a report on the steps taken.

On March 10, 1980, Booth and Associates, JInc., an engineering consulting
firm for the Town, filed a letter describing the current status of the Town’s
efforts to correct the problems complained of.

Oon May 9, 1980, the Public Staff filed a Mdtion requesting that the
Petition of Larry Eaves for reassignment be granted>immediately, or in the
alternative, that the Town of Clayton be required to show cause why they
failed to comply with the Commission’s Recommended Order of October 24, 1979.

On May 19, 1980, the Commission received a letter from Booth and
Associates, engineering consultants for the Town of Clayton, requesting a 30-
day extension of time to file its report. The request was granted by
Commission Order of May 20, 1980.

On May 30, 1980, Booth and Associates, Inc., submitted on behalf of the
Town of Clayton the Final Report of the Town. On June 3, 1980, the Mayor of
the Town of Clayton addressed a letter to the Examiner requesting that, upon
consideration of the Final Report, this docket be dismissed.



112
ELECTRICITY

On June 12, 1980, Larry C. Eaves, one of the Petitioners herein, wrote the
Commission a letter strongly critical of the report of the Town. Mr. Eaves
stated that the Petitioners were still experiencing problems with their
electriec service.

On June 30, 1980, the Public Staff filed a Motion for Assignment of Service
Area, requesting that the Commission assign the Petitioners’ electric service
area to Carolina Power & Light Company immediately. Attached to the Motion
was the Public Staff’s response to the Report of the Town of Clayton. The
Public Staff was critical of the Report of the Town of Clayton and concluded
that service to the Petitioners was still very poor.

Upon consideration of the above described reports, responses, and motions
of the Town of Clayton, the Public Staff, and the Petitioners, the Commission
set the matter for further hearing before a Panel of the Commission on
Tuesday, October 14, 1980.

- The hearing was held on October 14, 1980, and seventeen witnesses testified
for the petitioners concerning the problems they had experienced with the
electrical service provided by the Town of Clayton. Most of the testimony
concerned problems with low voltage and damage to electrical appliances.
There was some testimony concerning high voltage. There was other testimony
from the petitioners that the Town did not adequately provide them with a
forum for complaints and that when a complaint was made, the town officials
had been rude to them.

The Town offered testimony from its Mayor, Herman E. Jones; Commissioner
Charles Stewart; Town Administrator, Bill Brewer; and the Town’s electrical
engineer, Gregory L. Booth of Booth and Associates, Inc. The Town’s testimony
showed that the conversion work had been completed on Rural 70 West and that
the Town had already contracted for the conversion on Rural 70 East and
Highway 42. This work was to be completed within six months. The tests for
Rural 70 West showed that the voltage was well within Commission standards.
The Town further offered evidence that when the conversion was made on Rural
70 East and Highway 42, the voltage of all the outside lines .served by the
Town of Clayton would be well within Commission standards.

The Commission, after all the evidence was presented and all the briefs
filed, issved an Order on April 1, 1981, deferring its decision to allow
completion of the upgrading work. The Commission recognized that a problem
existed between the Town of Clayton and its out-of-town residents, but
concluded that the Town should be given an opportunity to upgrade its system
then under contract. The Commission listed in its Order of April 1, 1381, the
following requirements:

{1) That the Town file a further report on or before July 1, 1981, giving
an, updated account of all improvements which the Town had made to the
electrieal service being provided to the Petitioners in this docket. The
Town was also to provide the Commission with adequate testing information
and the position of the Town on the creation of an electric utility
grievance board which would include out-of-town electric customers as
members.,

(2) That the Petitioners and Public Staff shall have thirty days after the
filing of the Town’s report to file their responses and comments to the
Report of the Town.
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(3) That on or before April 20, 1981, the parties were to submit to the
Commission a description of the tests which they deemed adequate for
determining if the electrical service being provided to the Petitioners by
the Town was within Commission standards.

(4) That a further hearing to consider the further report of the Town and
responses of the Petitioners was scheduled for September 15, 1981.

The Town of Clayton filed its Statement of Proposed Testing Methods and
Procedures on April 17, 1981, The Public Staff informed the Commission of its
agreement to the proposed test by letter to the Commission dated April 21,
1981.

The Town of Clayton filed 1its Further Report with the Commission on
June 30, 1981, indicating in its report what improvement had been made to its
electrical system and also outlining the electric utility grievance board that
had been established by the Town.

The Public Staff filed a motion with the Commission requesting that
Carolina Power & Light Company be required to respond to the Further Report of
the Town and to estimate the cost it would incur by serving the Petitioners.
The Commission entered an Order on July 28, 1981, granting the motion.

The Public Staff filed its report and response to the Town’s Further Report
on July 30, 1981,

Carolina Power & Light Company filed its report and response to the Town’s
Further Report and its estimated cost of providing electricity to ¢the
Petitioners on August 28, 1981.

The Commission, by Order dated September 4, 1981, rescheduled the
September 15, 1981, hearing until November 5 and 6, 1981. The Town filed a
Motion on September 10, 1981, asking that the hearing be rescheduled to
December.

The matter came on for hearing on December 7 and 8, 1981. The following
witnesses testified for the Town of Clayton: Ralph Clark, Town Manager;
Charles Stewart, Mayor of the Town; Edward Park, Electriecal Superintendent of
the Town; and Gregory L. Booth, Executive Vice President, Booth and
Associates.

The Public Staff presented the testimony of Thomas S. Lam, Utilities
Engineer with the Public Staff. The Public Staff also presented the testimony
of the following public witnesses, who are customers of the Town: Edith
Parrish, Kenneth Weaver, and Larry Eaves.

Upon consideration of the testimony and exhibits presented at the hearing,
the reports, motions and affidavits of the parties, the briefs and proposed
orders of counsel, the previous Orders in this docket, the Order of June 23,
1970, in Docket No. ES-81 (of which the Commission takes judicial notice), and
the entire record as a whole, the Commission makes the following
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FINDINGS OF FACT

1. The Town of Clayton is a duly constituted municipal corporation of the
State of North Carolina. The Town of Clayton owns and operates an electrical
distribution system and sells electricity to approximately 2,000 in-town
customers and 255 out-of-town customers, including the Petitioners. The
system being operated by the Town was in existence prior to April 20, 1965,
and the construction of the lines outside the corporate limits was completed
at least several years prior to April 20, 1965, and in some instances forty
years earlier. The Town of Clayton is not a public utility as defimed by
G.S. 62-3 and is not an electric supplier as defined by G.S. 62-110.2.

2. Carolina Power & Light Company is engaged in the generation,
transmission, and distribution of electric power to the general public for
compensation in North Carolina. It is a public utility as defined by G.S.
62-3 and is an electric supplier as defined by G.S. 62-110.2,

3. The Town of Clayton is a wholesale customer of Carolina Power & Light
Company .

4, This proceeding is before the Commission on petition of certain out-of-
town customers of the Town for assignment of the area in which they live to
CP&L for electric service, pursuant to G.S. 62-110.2. This area includes
Rural 70 West, Rural 70 East, and Highway u2.

5. 1In Docket No. ES-81 the Commission, by Order issued June 23, 1970,
approved the application of Carolina Power & Light Company and three electric
membership corporations for assignment of electric service areas in Johnston
County pursuant to G. S. 62-110.2(c). The area served by the Town of Clayton
outside the Town, which is the subject of this proceeding, was sought to be
designated as an unassigned area by the Applicants, and the Commission’s Order
designated this area as unassigned.

6. The Order of April 1, 1981, deferring decision to allow the Town to
complete upgrading work found that the Town had completely converted the
distribution line along Rural 70 West to 22.9/13.2 KV and that the voltage as
tested on this line was within Commission standards. The Order further found,
however, that the Petitioners were still experiencing fluctuations in voltage
that ranged outside the Commission standards. The Order required the Town of
Clayton to file a report by July 1, 1981, to show what improvements had been
made and set a further hearing for September 15, 1981 (later scheduled to
pecember 7, 1981).

T. Pursuant to Orders in this proceeding the Town has now completely
converted the 4.16/2.4 KV distribution lines on Rural 70 West, Rural 70 East,
and Highway 42 to 22.9/13.2 KV. This distribution line serves the out-of-town
customers, including the Petitioners. The completion of this project has
resulted in a major loop around the Town of a 23 KV distribution system that
provides adequate service to the Town’s out-of-town customers. This improved
distribution system is designed to eliminate the problem of low voltage. The
Town has spent in excess of $200,000 on the conversion. The Town has also
purchased a new multi-circuit switching structure together with three
additional regulators; the cost of this project was in excess of $60,000.



115
ELECTRICITY

8. Testing conducted by the Town shows that the voltage on all of the
Town’s lines are -now within Commission standards. [These standards are that
voltage fluctuations should not be beyond the tolerance of plus or minus five
percent (5%) or from 114 to 126 volts on a nominal 120 volt service.
Commission Rule R8-17.)

9. Only three customers testified on behalf of the Petitioners at the
December 1981 hearing. One witness, Mrs. Edith Parrish, is not presently
dissatisfied with her service, but she would like a utility pole moved from
its present 1loecation. The other two witnesses still complained of poor
service, but they would like to be reassigned to Carolina Power & Light
Company regardless of the quality of service they receive from the Town of
Clayton.

10. The Town has set up an electric utility review board to handle customer
complaints about service and billing problems with the Town’s electrical
system. The membership of this board consists of five members, three of whom
are residents of the Town and two of whom are non-resideats. The board can
ad just any incorrect charges and can recommend that the Town correct service
complaints.

11. The Town has employed a qualified superintendent of the electrical
system and a qualified staff. They attend educational courses to remain up-to-
date on the operations of an electrical system.

12. The Town has expended large sums of money in the last two years to
upgrade its electrical system and has made efforts to maintain a better
relationship with its out-of-town customers.

13. The first hearing in this proceeding was held on July 12, 1979, before
a Hearing Examiner of the Commission. In its Proposed Order submitted to the
Examiner on August 29, 1979, the Public Staff recommended to the Examiner that
a "reassignment of the subject territory should be undertaken only as a last
resort.” The proposed order further recommended that the Town of Clayton be
allowed six months to bring its service to the out-of-town customers within
the standards of the Commission. A subsequent Order of the Commission, issued
April 1, 1981, gave the Town additional time to complete its upgrading work.

14. Carolina Power & Light Company does not have facilities to serve the
out-of-town customers of the Town of Clayton and would have to spend
considerable sums of money to serve the out-of-town customers of the Town of
Clayton. The cost would be substantially in excess of the $60,000 estimated
by CP&L. The Town has spent in excess of $250,000 pursuant to Orders in this
proceeding to upgrade the facilities located outside the city limits. There
would be a duplication of electric line facilities if Carolina Power & Light
Company provided service to the out-of-town customers of the Town of Clayton,

CONCLUSIONS

1. The Commission concludes that the service now provided by the Town of
Clayton to its out-of-town customers is within Commission standards and is,
therefore, adequate.
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Commission Rule R8-17 provides that voltage fluctuations should not be
beyond the tolerance of plus or minus five percent (5%) or from 114 to 126
volts on a nominal 120 volt service. In the Recommended Order of October 2H4,
1979, the Examiner found that various homes served by the Town outside its
corporate 1limita were experiencing voltage 1levels ranging outside the
Commission’s tolerance levels established in Rule R8-17. The Order further
found that these voltage fluctuations may have caused damage to the
Petitioners, including, but not 1limited to, burned out 1light bulbs and
destroyed appliances and air conditioning compressors.

In the Order of April 1, 1981, the Commission found that the Town had
completely converted the Y4.16/2.4 KV distribution line along Rural 70 West to
22.9/13.2 KV and that the voltage on this line was within Commission
standards. With respect to the uncompleted conversion of the 4.16 KV line
along Highway 42 and Rural 70 West, tests of the voltage fluctuations
conducted by the Town and the Public Staff were 1nconclusive, The Order
noted, however, that customers who appeared at the October 14, 1980, hearing
testified that they were still receiving improper voltage from the Town’s
electric service. The Commission deferred a decision following the
October 14, 1980, hearing until the Town could complete all of the upgrading
work contracted by it.

At the December 7 and 8, 1981, hearings, the Town testified that the
upgrading work on its system had been completed, which included the
substantial improvements to the distribution lines outside the Town serving
the Petitioners. The improvements also included the purchase of a new multi-
circuit switching structure and three additional regulators.

The Town and the Public Staff presented evidence of tests conducted by them
during the summer at the residences of some out-~of-town customers. Only the
residences of three customers were not within the tolerance of the Commission
standards. Two of the customers experienced high voltage problems. The Town,
through its engineer, Mr. Booth, explained that two regulators were
malfunctioning at the time the testing was done, This caused a “spike’ in the
unregulated electricity at the delivery point. The Town has purchased a new
multi-circuit switching structure with three additional regulators. This
structure relieved the problems of high voltage shown on the testing of the
two customers. The Town 4is also working with Carolina Power & Light Company
to eliminate the ‘spikes’ at the delivery point and this should be completed
within the next six months.

Only one customer, Mr. Sheares, was experiencing a low voltage problem.
When the Town learned of this prodlem, it immediately corrected it. The low
voltage problem was not in the system, but was an isolated case regarding a
transformer at the customer’s residence. The problem has been corrected, and
after retesting the Town has concluded that this residence is well within the
tolerance of the Commission standards.

The Report of the Public Staff filed July 30, 1981, stated, as a result of
Staff testing and evaluation, that "poor service 1s still a way of 1life and
low=voltage problems still remain . ." At the December 1981 hearing the
following exchange took place between counsel for the Town and Public Staff
Engineer Lam:
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"Q. Mr Lam, when you were saying that it is a way of life for the
Town of Clayton to still have low voltage on its system, you are
merely referring to Mr. Sheares; aren’t you?

"A. Yes, that’s what we had found at that one residence. That was
in reference to the Town’s reports that there was no low voltage at
all on the system.™

Only three petitioners testified at the December 7, 1981, hearing. One of
the Petitioners, Mrs. Edith Parrish, testified that she has no complaints
about service after the conversion had been made, but she would like a utility
pole moved to a different location. The other two Petitioners testified that
they were receiving inadequate service, although the testing done by the Town
and the Public Staff showed the voltage to be well within the Commission
standards. The other Petitioners were notified about the hearing through
direct mailing by the Town of Clayton. The Town, through its officials and
staff, has contacted several Petitioners™ to determine if they are in fact
getting adequate service after the completion of the upgrading and it plans to
contact all of the Petitioners to discuss the service they are now receiving.

Mr., Booth, the engineer for the Town, testified as follows:

"It is my opinion that the Town of Clayton for the customers both
inside and outside the city limits is providing service and voltage
well within the standards of this Commission at a satisfactory level
to those customers and have installed plant and facilities capable
of sustaining service to additional customers, most particularly
outside the city 1limits, the subject of discussion in this hearing,
for increased load within the standards of this Commission.

The Commission concludes that the Town 1is presently supplying electricity
to all of its out-of-town customers with a voltage that is well within the
Commission standards and that the Town has the capabilities to provide, now
and in the future, adequate service to its existing and prospective
customers.

2. The Commission concludes that the petition and motions of the
Petitioners and the Public Staff to assign the electric service area in which
the Petitioners live to Carolina Power & Light Company should be denied,

In so deciding the Commission notes the following: This proceeding was
instituted on March 22, 1979, when the Petitioners filed a petition requesting
that the area in which they live, which is outside the muniecipal limits of the
Town of Clayton, be assigned for purposes of electric service to Carolina
Power & Light Company. A hearing was subsequently held on the petition in the
Town of Clayton before an Examiner of the Commission. The Petitioners, the
Publie Staff, and the Town were present and offered testimony and exhibits in
support of their respective positions. At the conclusion of this hearing, the
Public Staff and the Town submitted Proposed Orders and Briefs for
consideration by the Examiner in reaching his decision. The Orders proposed
by the Town of Clayton recommended that the petition for reassignment be
denied and that the Town retain the lines now servicing the Petitioners in
order that the plans of the Town for upgrading its service can be completed.
The Proposed Order submitted by the Public Staff proposed the following
language for the Examiner’s consideration:
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"The Hearing Examiner believes that a reassignment of the subject
territory should be undertaken only as a last resort. Accordingly,
the Hearing Examiner concludes that the Town of Clayton should be
given six months from the date of this Order to upgrade the lines
and replace the transformers necessary to bring the quality of
service being received by the Petitioners up to an acceptable level,
including voltage fluctuations that are within the Commission
tolerances of plus or minus 5 percent of 114 to 126 volts on a
nominal 120 volt service.®

On Octoder 24, 1979, the Hearing Examiner issued his Recommended Order.
This Order recognized that the Petitioners had experienced wide fluctuations
in voltage in the electric service they were receiving from the Town and that
the response of the Town to the Petitioners’ complaints had been less than
satisfactory. The Examiner concluded that reassignment of the subject
territory should be undertaken only as a last resort and that the Town should
be given at least six months to bring its service up to an acceptable level.

A subsequent Order of this Panel, issued April 1, 1981, gave the Town
additional time to complete its upgrading work. This Order found that the
Town had completely converted the distribution line along Rural 70 West to
22.9/13.2 KV and that tests conducted on this reconverted line showed that the
voltage was within Commission standards. The Order further found that the
Town had awarded contracts to upgrade the 1lines along Rural 70 East and
Highway U2 at an approximate cost of $100,000, but that the upgrading had not
been completed.

The evidence presented at the December 7 and 8, 1981, hearings shows that
the Town has made major strides in the improvement of its electrical system
serving the out-of-town customers, including the Petitioners. The
distribution lines serving these customers have been converted to the higher
22.9/13.2 KV distribution voltage. This conversion, together with the
associated maintenance performed during this conversion, has eliminated the
low~voltage problems complained of by the Petitioners. The service has also
been improved by the construction of the new regulator switching stations.
The testimony is clear that the Town has spent in excess of $250,000 to
upgrade its out-of-town electric facilities in order to provide improved
service to the Petitioners. Only a small amount of this money benefitted
those customers living within the town limits.

The Commission has found in this Order that the electric service provided
to the Petitioners is now within the standards of Commission Rule R8-17. The
Petitioners have greatly benefitted from the substantial and costly
improvements made by the Town to the distribution facilities serving them.
They will continue to receive benefits in the form of adequate and reliable
electric service. Fairness demands that, in the absence of some compelling
reason, the Town should not be deprived of those customers for whose benefit
it has undertaken improvements at great cost.

The Commission is not faced in this proceeding with the demands of new
customers for electrical service. Nor is the Commission faced with the active
claims of competing electric suppliers for the opportunity to serve new
customers.® The electrical system being operated by the Town has been in
existence for many years; the construction of the lines outside the corporate
limits was completed at least several years prior to April 20, 1965, and in
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some instances forty years earlier. [See G.S. 62-110.2(b)]. The Petitioners
have chosen the Town to provide them with electric service, either as original
customers or as subscribers to an already existing system. An examination of
the history surrounding the construction of the out-of-town lines discloses
that the Town of Clayton was the only source of electricity for people
living in the rural areas adjacent to the Town. William L. Brewer, the former
administrator of the Town, testified at the October 14, 1980, hearing as
follows:

", « « the Town of Clayton undertook the electrical distribution to
the citizens at the time when private utilities would not or could
not expand to sparsely populated areas, The electrical system of
Clayton was expanded in the 1920s to the area commonly referred to
as rural west. This extention (sic) was prompted by a request from
Mr. Charles Ellis, a large cotton farmer in the process of living
about two miles from the corporate limits. This service had been
requested from Carolina Power & Light prior to the utility in
Clayton, however, they had declined service due to a 1lack of
demand. In the early 1930s the Civilian Conservation Corp. now part
of the Forestry Service after also being declined service from CP&L
requested that the Town of Clayton extend lines to now what is known
as Clemmons State Forest and the State Forestry Warehouse. This
work was performed by the town crews headed by Mr. Eugene Cannon.
The State of North Carolina reimbursed the town for materials only.
The town absorbed the cost of all labor. The rural east line was
built in 1960s at the request of Mr. Guy White who was at that time
developing the W. R. Peele Subdivision. He, too, had requested
service from CP&L and they did not have a line in the area and
declined service."

Carolina Power & Light Company today does not have the facilities in place to
serve the out-of-town customers of the Town and would have to spend
considerable sums of money to serve them. The Commission is of the opinion
that, for the reasons set forth in this Order, the area under consideration in
this proceeding should not be assigned to Carolina Power & Light Company.

Nor is this case similar to the National Spinning case cited by the
Petitioners. In that case the municipality in question, the City of
Washington, voluntarily relinquished the right to serve its out-of-town
customer and consented that the customer could be served by CP&L. (Docket
No. E-2, Sub 388, In the Matter of National Spinning Company, Inc., for
Electric Power Service from Carolina Power & Light Company, Order of
September 29, 1980.)

The Commission also notes with approval the other improvements undertaken
by the Town in this proceeding. Particular attention is called to the
creation of the Utilities Review Board, to be composed of resident and
nonresident members. The board will have the authority to adjust incorrect
billings for electric service and to recommend service improvements to the
City Couneil. Qut-of-town customers will thus have a voice with respect to
billing and service problems. The Town has also improved the quality of the
personnel operating the electrical system. The Electrical Superintendent for
the Town has had many years of experience in electrical utility work. He and
his staff of four employees attend training courses to remain up-to-date in
the operations of an electrical system. The Town has also improved its
billing operations.
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The Order of October 24, 1979, in this docket adopted the recommendation of
the Town and the Publle Staff that the Town be given the opportunity to
improve the electrical service to its out-of-town customers, which inecluded
the Petitioners. The Town, acting in good faith and in reliance upon this
Order, embarked upon a costly and substantial program to upgrade the
distribution facilities serving the out-of-town customers, including the
Petitioners, The distribution 1lines serving these customers have been
upgraded to 22.9/13.2 KV voltage. Testing results show that these
improvements have been successful. Consequently, the Commission concludes
that the petition and motions for assignment of territory to CP&L should be
denied.

IT IS, THEREFORE, ORDERED that the petition and the motions for assignment
of territory to Carolina Power & Light Company be, and the same are hereby,
denied.

ISSUED BY ORDER OF THE COMMISSION.
This the Sth day of February 1982.

NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk

*® CP&L has characterized its position in this proceeding '"as a nominal party"
which is willing to '"have the Town and the Petitioners settle their dispute
between themselves.'" CP&L has further stated that it " . . . does not have
actual knowledge of the Town of Clayton’s electrical system sufficient to
offer any statement concerning the adequacy of the electric service, the
alleged problems suffered by its customers or possible solutions to these
problems." CP&L would serve the Petitioners if ordered to do so by the
Commission. (Report and Response of CP&L, filed August 28, 1981.)
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DOCKET NO. E-2, SUB 416
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Carolina Power & Light Company for Authority ) FINAL
to Adjust and Increase Its Electric Rates and Charges ) ORDER

HEARD IN: The Commissioner’s Board Room, Room 204, Buncombe County
Courthouse, Courthouse Plaza, Asheville, North Carolina, on
October 12, 1981

The Assembly Room, County Administration Building, 320 Chestnut
Street, Wilmington, North Carolina, on October 19, 1981

The Commission Hearing Room, Dobbs Building, 430 North Salisbury
Street, Raleigh, North Carolina, on October 14-16, October 20-23,
October 27-30, and November 3-5, 1981

BEFORE: Commissioner Edward B. Hipp, Presiding; and Commissioners Leigh H.
Hammond and A. Hartwell Campbell '

APPEARANCES:

For the Applicant:

Richard E. Jones, Fred D. Poisson, and Robert W. Kaylor, Carolina
Power & Light Company, P.0. Box 1551, Raleigh, North Carolina 27602

Robert C. Howison, Jr., and Edward S. Finley, Jr., Hunton &
Williams, Attorneys at Law, P.0. Box 109, Raleigh, North Carolina
27602

For the Intervenors:

Jerry B. Fruitt, Eller & Fruitt, Attorneys at Law, P.O. Drawer

27866, Raleigh, North Carolina 27612
For: The North Carolina Textile Manufacturers Association, Inc.

Daniel V., Besse, Attorney at Law, 401-C Holt Avenue, Greensboro,
North Carolina 27405
For: The Conservation Council of North Carolina

Ralph McDonald, Bailey, Dixon, Wooten, McDonald & Fountain,

Attorneys at Law, P.0. ,ox 2246, Raleigh, North Carolina 27602

For: Union Carbide Corporation, Federal Paper Board Company, Ideal
Basic Industries, Monsanto of North Carolina, Inc., and
Weyarhaeuser Company

David A. McCormick, Attorney, Regulatory Law Office, U.S. Army
Legal Services Agency, 5611 Columbia Pike, Falls Church, Virginia
22091

For: Consumer Interest of U.S. Department of Defense
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For the Public Staff:

Theodore C. Brown, Jr., Thomas K. Austin, and Karen E. Long, Staff
Attorneys, Public Staff -~ North Carolina Utilities Commission,.
P.0. Box 991, Raleigh, North Carolina 27602

For: The Using and Consuming Public

BY THE COMMISSION: On May 15, 1981, Carolina Power & Light Company
(Applicant, the Company, or CP&L) filed an Application with the Commission
seeking to adjust and increase electric rates and charges for its retail
customers in North Carolina. The requested increase in retail rates and
charges was designed to produce approximately $151,432,000 of additional
annual revenues from the Company’s North Carolina retail operations when
applied to a test period consisting of the 12 months ended December 31, 1980,
or approximately a 16.37% increase in total North Carolina rates and charges.
The Company requested that such increased rates be allowed to take effect for
service rendered on and after June 14, 1981. The Company’s Application
alleged that the $151,432,000 of additional annual revenues was necessary
because present rates would bte insufficient to produce either an overall rate
of return or a rate of return on common equity which would be Jjust and
reasonable so as to enable the Company to continue to attract capital on
reasonable terms and to finance its operations and construction programs.
Included among the reasons set forth in the Application as necessitating the
rate relief regquested were: the effects of inflation, the addition of new
plant and equipment, and demand for a higher return by the investment
community attributable to the impact of inflation.

The Commission, being of the opinion that the increase in rates and charges
proposed by CP&L were matters affecting the public interest, by Order issued
on June 12, 1981, declared the Application to be a general rate case pursuant
to G.S. 62-137, suspended the proposed rate increase for a period of up to 270
days pursuant to G.S. 62~-134, set the matter for hearing before the Commission
beginning on October 12, 1981, required CP&L to give notice of such hearing by
newspaper publication and by appropriate bill inserts, established the test
period to be used by all parties in the proceeding, and required protests or
interventions to be filed in accordance with Rules R1-6, R1-17, and R1-19 of
the Commission Rules and Regulations.

Notice of Intervention in this docket was given by the Public Staff on
behalf of the Using and Consuming Public on May 18, 1981. The Intervention of
the Public Staff is deemed recognized pursuant to Rule R1-19(e) of the
Commission Rules and Regulations.

On May 13, 1981, the Kudzu Alliance filed a Petition to Intervene and on
June 4, 1981, the Commission issued an Order allowing the intervention.

By petition filed on July 8, 1981, the United States of America, the
Department of Defense, petitioned to intervene and on July 10, 1981, the
Commission allowed the intervention.

The North Carolina Textile Manufacturers Association, Inc. (NCTMA), filed a
Petition to Intervene on July 23, 1981, and on July 27, 1981, the Commission
allowed the intervention.
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On September 17, 1981, the Conservation Council of North Carolina, Inc.
(CCNC), petitioned to intervene, and on September 23, 1981, the Commission
allowed the intervention.

On August 21, 1981, CP&L filed supplemental or updating testimony to
reflect known changes in the Company’s operations through the period ended May
31, 1981. On August 31, 1981, the Public Staff filed a motion moving that
data which CP&L filed on August 21, 1981, be dismissed and stricken from the
Record or in the subordinate alternative that the hearing be deferred. On
September 4, 1981, CP&L filed its Reply and the matter was heard on Oral
Argument on September 8, 1981, An Order was issued by the Commission on
September 10, 1981, denying the motion of the Public Staff. In the Order, the
Commission stated that the test period consisting of the 12 months ended
December 31, 1980, which was originally stated in the June 12, 1981, Order of
the Commission setting the matter for hearing as a general rate case, remained
in full force and effect.

NCTMA filed a motion on September 29, 1981, moving that the Commission
consolidate CP&L’s fuel clause (Docket No. E-2, Sub 434) with this docket. On
October 1, 1981, CP&L filed its Reply to the motion and on October 2, 1981,
the Public Staff filed a motion Jjoining with NCTMA in its Motion for
Consolidation. 1In a ruling from the bench after oral argument on October 9
and in a written Order issued on October 13, 1981, the Commission directed
that the record in Docket No. E-2, Sub U43%, be incorporated into the record in
this proceeding, without prejudice to the right of any party not a party in
Docket MNo. E-2, Sub 434, to be heard on the record and to cross-examine any
witness in that docket. 1In all other respects the motions of NCTMA and the
Public Staff were denied.

Federal Paper Board Company, Inc., Ideal Basic Industries, Monsanto of
North Carolina, Inc., Union Carbide Corporation, and Weyerhaeuser Company
filed petition to intervene on October 2, 1981, and, by Order of October 8,
1981, the Commission allowed the Petition.

On October 12, 1981, NCTMA filed "Motion for Request for Expedited Ruling
on Panel’s Denial to Consolidate Dockets," and on October 16, 1981, the Public
Staff and the Conservation Council filed a motion to "Reconsider or in the
Alternative to Require Applicant to Produce Direct Testimony in Docket
No. E-2, Sub 416." Both motions were denied by the Commission on October 20,
1981,

The proceeding came on for public hearings in the territory served by CP&L
as noted herewith. Public night hearings were scheduled and held by the
Commission for the specific purpose of receiving testimony from public
witnesses in Asheville, on Monday, October 12, 1981; i{n Raleigh, on Wednesday,
October 14, 198%t; and in Wilmington, on Monday, October 19, 1981. The
following persons appeared and testified at these hearings:

Asheville -~ Fred Sealey, Helen T. Reed, Charles Brookshire, Reginald
Teague, Bruce Taggart, Bob Warren, Robert Hanafin, Keith Thompson, and Bruce
Hart.

Wilmington - Jesse L. Batson, Coley Goodwin, L.H. Waters, George E.
Hughes, Sr., Lilly English, Dale Harmon, Issac B. Lang, W.B. Brown, Niel
Bender, Linda Bedo, Rick Shiver, Ed Pickett, W.W. Ward, Ronald Shachelford,
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Robert Hendrick, W.N. Jordan, Len Anderson, Alma Peterson, Anne Branch, Harold
Eugene Thompson, Tom Haughton, Bill Haughton, Mary Lee Lock, Marvin Congleton,
and Jane Warren.

Raleigh - Robert Eidus, Mary 0dom, Charles Green, James Garrett, Daisy
Brown, Marcelline Hinton, Augustus S. Anderson, Jr., Slater E. Newman, Diana

Koenning, John Fitts, W.B., Lewis, Stuart Hutchson, F.K. Yarborough, Lizzie
Strickland, Betsy Pace, Stephen M. Buffkin, Lavon Page, and Joe Whitfield.

The case in chief came on for hearing as ordered on October 14, 1981, at
2:00 p.m., for the purpose of presenting the Applicant’s evidence. The
Applicant presented the testimony and exhibits of the following witnesses :

1. Sherwood H. Smith, Jr., President and Chief Executive Officer of CP&L
(direct and supplemental testimony);

2. Dr. Willard T. Carleton, Professor School of Business Administration,
UNC, Chapel Hill, North Carolina (direct and supplemental testimony);

3. Thomas S. Laguardia, Engineer, General Manager of Waste Management
Services of Nuclear Energy Services, Inc., Shelter Rock Road, Danbury,
Connecticut;

y, John S. Ferguson, Manager, Deloitte, Haskins & Sells, Dallas, Texas;

5. Edward G. Lilly, Jr., Senlor Vice President and Chief Financial
Officer of CP&L (direct and supplemental testimony);

6. Paul S. Bradshaw, Vice President and Controller of CP&L (direct,
supplemental, and rebuttal testimony);

T. David R. Nevil, Manager-Rate Development and Administration in the
Rates and Service Practices Department of CP&L (direct and
supplemental testimony);

8. Joe A. Chapman, Supervisor of Rate Support, CP&L}

9. Norris L. Edge, Vice President -~ Rates and Service Practices, CP&L;

10. Archie W. Futrell, Jr., Director of Energy & Economic Forecasting and
Special Studies for CP&L (direct and rebuttal testimony);

11. R.A. Watson, Vice President of Fuel in the Fuel and Material
Management Group of CP&L;

12. Lynn W. Eury, Senior Vice President of Power Supply for CP&L; and
13. Benny J. Furr, Vice President of Nuclear QOperations, CP&L.

The Public Staff offered the testimony and exhibits of the following
witnesses:

1. Thomas S. Lam, Utilities Engineer with the Electric Division of the
Public Staff;
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2. Timothy Carrere, Utilities Engineer with the Electric Division of the
Public Staffs

3. David F. Creasy, Utilities Engineer with the Electric Division of the
Public Staff

4. George E. Dennis, Staff Accountant with the Accounting Division of the
Public Staff

5. William E. Carter, Jr., Assistant Director of Accounting of the Public
staff (direct and supplemental testimony);

6. Dr. Richard G. Stevie, Economist with the Economic Research Division
of the Public Staff (direct and supplemental testimony);

7. William W. Winters, Supervisor of the Electric Section of the Public
Staff Accounting Division (direct and supplemental testimony); and

8. James G. Hoard, Jr., Staff Accountant with the Public Staff Accounting
pivision (direct and supplemental testimony).

The Intervenor Kudzu Alliance offered the testimony and exhibits of Wells
Eddleman. The Intervenor United States of America, Department of Defense,
offered the testimony and exhibits of John William McCabe, III, of the
consulting firm McCabe Stevens, Reston, Virginia.

The' Intervenor NCTMA offered the testimony and exhibits of H. Randolph
Currin, President of Currin and Associates, Inc., a group of utility economic,
financial, and rate service consultants. Also, NCTMA offered the testimony
and exhibits of John A. Floyd, II, Harriet and Henderson Yarns, Incorporated;
Robert A. Harden, Jr., Fleldcrest Mills, Inc.; James M. Middleton, Jr., Allied
Corporation; and John A. Hoyle, Burlington Industries.

On April 3, 1981, Theodore T. Prichard, President, Bladen Farmers Exchange,
Inc., filed a complaint against CP&L, alleging generally that CP&L’s Small
General Service Schedule SGS-25B was unconstitutional, arbitrary, and unjust
and unreasonable. On April 24, 1981, CP&L filed its Answer to the complaint.
In its Answer the Company alleged that it had properly applied the provisions
of the rate schedule as approved by the Commission. The complaint proceeding
was designated as Docket No. E-2, Sub 417, After a hearing on the complaint,
the Commission issued an Order on May 29, 1981, directing that the complaint
be heard and considered in this rate proceeding. Mr. Prichard appeared as a
witness and offered testimony in this proceeding, and the Public Staff offered
the testimony of David F. Creasy concerning Mr. Prichard’s complaint.

On December 15, 1981, the Commission issued a Notice of Decision and Order
in this docket which stated that CP&L should be allowed an opportunity to earn
a rate of return of 12.15% on its investment used and useful in providing
electric utility service in North Carolipa. In order to have an opportunity
to earn a fair rate of return, CP&L was authorized to adjust its electric
rates and charges to produce an increase in gross revenues of $119,197,000 on
an annual basis. CP&L was also required to file proposed rates and charges
necessary to implement the allowed rate increase in accordance with rate
design guidelines established by the Commission.
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On December 18, 1981, CP&L filed its proposed rates and charges as required
by the Commission. On December 21, 1981, the Commission issued an Order
Approving Rates and Charges.

Based upon the verified Application, the testimony and exhibits received
into evidence at the hearings, and the record as a whole of these proceedings,
the Commission, having duly reviewed such briefs and proposed orders as were
filed by the parties to these proceedings, now makes the following

FINDINGS OF FACT

1. CP&L is engaged in the business of developing, generating, tansmitting,

distributing, and selling electric power and energy to the general public
within a broad area of eastern and western North Carolina, and CP&L has its

principal office and place of business in Raleigh, North Carolina.

2. CP&L is a public utility corporation organized and existing under the
laws of the State of North Carolina and is subject to the jurisdiction of this
Commission. CP&l. is 1lawfully before this Commission based upon its
Application for a general increase in its North Carolina retail rates and
charges, pursuant to the Jjurisdiction and authority conferred upon the
Commission by the Public Utilities Act.

3. The overall quality of electric service provided by CP&L to its North
Carolina retail customers is satisfactory.

4. 1t is appropriate to continue to use the "summer peak and average"
method for making cost-of-service allocations in this proceeding as adopted in
Docket No. E-2, Sub 391. This continuation was proposed by the Company and
concurred with by the Public Staff for use in this case. Consequently, each
finding of fact appearing in this Order which deals with the proper level of
rate base, revenues, and expenses has been determined based upon the "summer
peak and average" allocation method. It is appropriate to continue to examine
the use of the various methods of cost allocation.

5. CP&L by its application here is seeking an increase in its basic rates
and charges to North Carolina retail customers of approximately $151,432,000.

6. The test period for purposes of this proceeding is the 12-month period
ended December 31, 1980, adjusted for all changes in rate base, revenues, and
expenses through May 31, 1981, and for certain other changes based on
circumstances and events occurring up to the time of the close of the hearings
in this docket.

T. The North Carolina retail jurisdictional allocations of operating
revenues, operating revenue deductions, and rate base amounts should reflect
the pro forma effect of the additional 95 MW load on CP&L’s system related to
the Power Agency Number 3 members served by Virginia Electric and Power
Company prior to December 30, 1981.

8. CP&L’s original cost of net investment in electric plant is
$1,714,277,000, consisting of electric plant in service of $1,933,213,000, net
nuclear fuel of $43,762,000, and construction work in progress of
$392,199,000, reduced by aecumulated depreciation of $459,857,000; and
accumulated deferred income taxes of $195,040,000.
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9. The reasonable original cost of investment in plant under construction
(construction work in progress) to be included in rate base is $392,199,000
comprised of $275,203,000 related to Harris #1, $34,544,000 to Harris #2, and
$82,452,000 to Mayo #1.

10. The reasonable allowance for working capital and deferred debits and
credits is $117,743,000.

11. CP&L’s original cost rate base is $1,832,020,000. This consists of
net original cost of electric plant of $1,714,277,000, plus a reasonable
allowance for working capital and deferred debits and credits of
$117,743,000.

12. CPL’s appropriate gross revenues for the test year, under present
rates and after accounting and pro forma adjustments are $910,690,000.

13. Approximately 23% of the dwelling places in CP&L’s service area are
rental units, occupied by tenants who do not qualify for the benefits and
incentives offered to homeowners in CP&L’s conservation programs. This
omission is a deterrent to the success of the programs, both for the tenants
and CP&L - and, to a certain degree, also the landlord. Many of these tenants
throughout CP&L ‘s service area live in houses or apartments that have little
or no insulation, are energy inefficient, and are generally unaffected by the
Company’s present conservation programs. It is appropriate for CP&L to
undertake a limited experimental program using sample rental housing premises
to develop a conservation program which specifically applies to customers in
rental housing.

14, The National Regulatory Research Institute (NRRI) 1is performing
valuable work for the state utilities commissions, including this Commission,
and for the regulated utilities by providing research and technical assistance
and educational programs. There is a need for the member states of National
Association of Regulatory Utility Commissioners to establish regularized
funding for the NRRI to ensure that the Institute can continue its work
despite the certain loss of Federal funding. It 1s reasonable and appropriate
for CP&L to contribute to the funding of the Institute.

15. CP&L’s reasonable level of test year operating revenue deductions,
after normalization and pro forma adjustments, is $74%,914,000.

16. The fuel cost component which should be included in the rates approved
in this proceeding is the base fuel cost approved in Docket No. E-2, Sub U34,
the most recent proceeding under G.S. 62-134(e).

17. The performance of CP&L°s nuclear generating units during the test
year and until the close of the hearing was below average. The total nuclear
capacity factors for the 12 months ended August 31, 1981, and the 12 months
ended May 31, 1981, were U47.08% and 36.37%, respectively. Such low capacity
factors have resulted in increased costs of providing electric service.
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18. The reasonable capital structure to be employed as a basis for setting
rates in this proceeding is composed as follows:

Debt 49.86%
Preferred 13.96%
Equity 36.18%

Total 100.00%

19. The Company’s proper enbedded costs of debt and preferred stock are
10.27¢% and 8.91%, respectively. The reasonable rate of return for CP&L to be
allowed to earn on its common equity is 16.0%. The 16.0% return on common
equity found fair by this Commission, while remaining within a range of
reasonableness, is properly determined to be at the lower end of such a range
due to the below average performance of CP&L’s nuclear generating units during
the test year and up until the close of the hearing. Using a weighted average
for the Company’s cost of debt, preferred stock, and common equity, with
reference to the reasonable capital structure heretofore determined, yields an
overall fair rate of return of 12.15% to be applied to the Company’s original
cost rate base. Such rate of return will enable CP&L, by sound management, to
produce a fair return for its shareholders, 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 terms which are reasonable and
fair to the customers and to existing investors.

20. CP&1 should be allowed an increase in annual gross revenues of
$119,197,000. Based on the foregoing, the annual revenue requirement approved
herein is $1,029,887,000. This increase 1is required in order for the Company
to have a reasonable opportunity to earn the 12.15% rate of return on its rate
base which the Commission has found just and reasonable. This Iincreased
revenue requirement is based upon the original cost of the Corany’s property
and its reasonable test Yyear operating revenues and expenses as previously
determined and set forth in these findings of fact.
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SCHEDULE I
CAROLINA POWER & LIGHT COMPANY
NORTH CAROLINA RETAIL OPERATIONS

STATEMENT OF OPERATING INCOME
TWELVE MONTHS ENDED DECEMBER 31,
UPDATED THROUGH MAY 31,

(Q00°s Omitted)

Item
Operating Revenues
Net operating revenues

Operating Revenue Deductions
Operation and maintenance
expenses
Depreciation
TaXes - other than income
Income taxes - State and Federal
Investment tax credit - net
Provision for deferred income
taxes - net
Interest on customer deposits
Total operating revenue deductions

Net operating income

1980
1981
After

Present Increase Approved

Rates Approved Increase
$910,690  $119,197  $1,029,887
515,393 515,393
77,306 77,306
73,878 7,152 81,030
55,427 55,171 110,598
1,202 1,202
21,324 21,324
384 384
780,918 62,323 807,237
$165,776 $ 56,874 $222,650

129
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SCHEDULE II

CAROLINA POWER & LIGHT COMPANY
NORTH CAROLINA RETAIL OPERATIONS
STATEMENT OF RATE BASE AND RATE OF RETURN
THELVE MONTHS ENDED DECEMBER 31, 1980
UPDATED THROUGH MAY 31, 1981

(000°s Omitted)

Investment in Electric Plant
Electric plant in service
Net nuclear fuel
Construction work in progress
Less: Accumulated provision for depreciation
Accumulated deferred income taxes

Net investment in electric plant

Allowance for Working Capital and Deferred
Debits and Credits

Cash
Materials and supplies
Prepayments
Investor funds advanced for operations
Other additions
Other deductions
Customer deposits
Total

Original cost rate base

Rate of Return

After

Present Approved

Rates Rates
$1,933,213 $1,933,213
43,762 43,762
392,199 392,199
(459,857) (459,857)
(195,040) (195,040)
1,714,277 1,714,277
3,013 3,013
91,966 91,966
4,940 4,940
13,572 13,572
14,438 14,438
(5,382) (5,382)
(4,804) (4,804)
117,743 117,743
$1,832,020 $1,832,020
9.05% 12.15%
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SCHEDULE III
CAROLINA POWER & LIGHT COMPANY
NORTH CAROLINA RETAIL OPERATIONS
STATEMENT OF CAPITALIZATION AND RELATED COSTS
TWELVE MONTHS ENDED DECEMBER 31, 1980
UPDATED THROUGH MAY 3t, 1981

(000°s Omitted)

Emdbedded Net
Original Cost Ratio Cost Operating
Rate Base 3 % Income

Present Rates - Original Cost Rate Base

Long-term debt $ 913,445 49.86% 10.27% $ 93,811
Preferred stock 255,750 13.96% 8.91% 22,787
Common equity 662,825 36.18% T7.42% 49,178

Total $1,832,020 100.00% = $165,776

Approved Rates -~ Original Cost Rate Base

Long-term debt $ 913,4u5 49,86¢% 10.27% $ 93,81
Preferred stock 255,750 13.96% 8.91% 22,787
Common equity 662,825 36.18¢% 16.00% 106,052

Total $1,832,020 100.00% - $222,650

21. The rate designs proposed by CP&L are reasonable and appropriate as
modified in the Notice of Decision and Order issued by the Commission on
December 15, 1981.

22, Small General Service Schedule SGS-25B, as approved by the Commission
in Docket No. E-2, Sub 391, is a legal and valid rate and was properly applied
by the Company in its bills to The Bladen Farmers Exchange, Inc. The present
design of the minimum bill calculation for that schedule only includes the
customer charge and a minimum demand charge per KW of billing demand; no
minimum charge is made for each kilowatt-hour of electricity consumed. It is
appropriate to study methods of redesigning the minimum charge portion of all
rates.

23. That beginning with the date of this Order, the costs assoclated with
CP&L’s general rate cases should be amortized over a period of two years.

NOTE: Due to a shortage of space the Evidence and Conclusions to these
Findings of Fact may be found in the official files in the office of
the Chief Clerk.
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IT IS, THEREFORE, ORDERED THAT:

1. The Applicant Carolina Power & Light Company be, and hereby is,
authorized to adjust its electric rates and charges to produce an increase in
gross revenues of $119,197,000 on an annual basis.

2. The Order Approving Rates and Charges issued December 18, 1981, and the
Notice of Decision and Order of December 15, 1981, are hereby affirmed.

3. CP&L is hereby authorized to undertake an experimental program and to
expend no more than $100,000 on the premises of sample rental housing for the
purpose of determining how rental housing can participate in, and benefit
from, the Company’s various conservation programs. The Company shall report
to the Commission every six months on the progress of the program, the first
report to be due July 1, 1982.

4. Upon approval by the full Commission, CP&L shall be authorized to
contribute no more than $25,000 annually to the National Regulatory Research
Institute.

5. CP&L shall study the matter of the design of minimum charges for its
nonresidential rate schedules and shall, at the time of the filing of its next
general rate case, file proposals for redesign of such charges to
appropriately reflect the following three components of cost: customer,
demand, and energy.

6. CP&L shall study the matter of ratcheted demand billings, including but
not limited to the possibility of elimination of same or the possibility of
ratcheting current peak month demand billings on past peak wmonth demands and
ratcheting current off-peak month demand billings on past off-peak month
demands, with appropriate charging differentials, if any, and shall file a
report on same at the time of its next general rate case filing.

7. CP&L shall calculate and accrue Allowance for Funds Used During
Construction (AFUDC) contra or credit amount related to Construction Work in
Progress included in the rate base, based upon the specific projects of CWIP
as designated by the Company and included in the rate base by the Commission
in prior general rate proceedings and as specified in Finding of Fact No. 9
herein. With regard to those amounts of CWIP included in rate base in prior
proceedings such retroactive adjustments shall be limited to those projects
still under construction.

8. CP&L shall study methods of 1limiting migration of nonresidential
customers between schedules and make proposals for effective changes in its
next general rate case.

9. CP&L shall amend its subsequent tariff sheets to add the information
included in Appendix A.

ISSUED BY ORDER OF THE COMMISSION.
This the 12th day of February 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk
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APPENDIX A

EXAMPLE OF NEW PROCEDURE FOR SHOWING HISTORY OF CHANGES
IN FUEL COSTS ON TARIFFS BETWEEN GENERAL RATE CASES

After the first fuel clause hearing under G.S. 62-13l4(e) each affected
tariff would reflect the following:

Fuel charge per kWh included in base rates in Docket No. E-2,
Sub 416, and effective for bills rendered during the billing
months of December 1981 throuzh March 1982 1.55¢

Fuel charge increment or (decrement) per kWh established in
Docket No. E-2, Sub XXA, under G.S. 62-134(e) (.070)¢

New base fuel charge per kWh included in base rates effective for
bills rendered during the billing months of April through July
1982 1.1485¢

After the second fuel clause hearing under G.S. 62-134(e)

Fuel charge per kWh included in base rates in Docket No. E-2, Sub
4116, and effective for bills rendered during the billing
months of December 1981 through Marech 1982 1.555¢

Fuel charge increment or (decrement) per kWh established in
Docket No. E-2, Sub XXA, under G.S. 62-134(e) (.070)¢

Base fuel charge effective for bills rendered during the billing
months of April through July 1982 1.485¢

Fuel charge increment or (decrement) per kWh established in
Docket No. E-2, Sub XXB, under G.S. 62-134(e) (.050)¢ (.050)

New base fuel charge per kWh included in base rates effective for
bills rendered during the billing months of August through
November 1982 1.435¢
DOCKET NO. E-2, SUB 44k

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of ) ORDER ASSESSING RATE
Application of Carolina Power & Light Company for an ) OF RETURN PENALTY AND
Adjustment in Its Rates and Charges Applicable to ) GRANTING PARTIAL
Electric Service in North Carolina ) INCREASE IN RATES

HEARD IN: The Auditorium, Enka High School, Ashbury Road, Enka, North
Carolina, on July 12, 1982

The Wayne Center, Corner of George and Chestnut Streets, Goldsboro,
North Carolina, on July 14, 1982
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Superior Courtroom, New Hanover County Courthouse, Third and
Princess Streets, Wilmington, North Carolina, on July 15, 1982

The Commission Hearing Room, Dobbs Building, 430 North Salisbury
Street, Raleigh, North Carolina, on July 20-23, July 27-30,
August 3-6, August 10-13, and August 16, 1982

BEFORE: Commissioner Sarah Lindsay Tate, Presiding; and Commissioners
Edward B. Hipp and Douglas P. Leary
APPEARANCES:
For the Applicant:
R. C. Howison, Jr., Hunton & Williams, Attorneys at Law, P.O.
Box 109, Raleigh, North Carolina 27602
Richard E. Jones, Vice-President and Senior Counsel; Robert W.
Kaylor, Associate General Counselj; and Margaret S. Glass, Associate
General Counsel, Carolina Power & Light Company, P.0. Box 1551,
Raleigh, North Carolina 27602
For: Carolina Power & Light Company
For the Intervenors:

Jerry B. Fruitt, Eller & Fruitt, Attorneys at Law, P.O.
prawer 27866, Raleigh, North Carolina 27611
For: North Carolina Textile Manufacturers Assoclation, Inc.

David A. MeCormick, Attorney, Regulatory Law Office (JALS-RL 3062),
U.S. Army Legal Services Agency, 5611 Columbia Pike, Falls Church,
Virginia 22041

For: Department of Defense of the United States

Thomas S. Erwin, Attorney at Law, P.0. Box 928, Raleigh, North
Carolina 27602
For: Conservation Council of North Carolina, Inec.

M. Travis Payne, Edelstein & Payne, Attorneys at Law, P.O.
Box 12643, Raleigh, North Carolina 27605
For: Kudzu Alliance

Ralph McDonald and Carson Carmichael, III, Baily, Dixon, Wooten,

McDonald & Fountain, Attorneys at Law, P.0O. Box 2246, Raleigh,

North Carolina 27602

For: Carolina 1Industrial Group for Fair (Utility Rates:
Weyerhauser Company; Federal Paper Board Company, Inc.,
Riegelwood Operations; Monsanto North Carolina, Inc.; Union
Carbide Corporation; Corning Glass Works, Inec.; PPG
Industries, Ine.; Clark Equipment Company; Huron Chemicals of
America, Inc.; Ideal Basic Induatries, Inc.; International
Telephone and Telegraph Corporation; LCP Chemicals and
Plasties, Inc.; Masonite Corporation; The Firestone Tire &
Rubber Company; and Scovill, Inc.
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For the Public Staff:

Karen E. Long, Thomas K. Austin, and Antoinette R. Wike, Staff
Attorneys, Publie Staff . North Carolina Utilities Commission,
P.0. Box 991, Raleigh, North Carolina 27602

For: The Using and Consuming Public

BY THE COMMISSION: On February 19, 1982, Carolina Power & Light Company
(Applicant, the Company, or CP&L) filed an application with the North Carolina
Utilities Commission seeking authority to adjust and increase electric rates
and charges for its retail customers in North Carolina. The requested
increase in rates and charges was designed to produce approximately
$128,500,000 of additjonal annual revenues from the Company’s North Carolina
retall operations when applied to a test period consisting of the 12 months
ended September 30, 1981, or approximately a 12.8% increase in total North

Carolina retail rates and charges. The Company requested that such increased
rates be allowed to take effect for service rendered on and after March 21,

1982.

The Company alleged in the application that the $128,500,000 of additional
revenues was necessary because the rates approved in Docket No. E-2, Sub 416,
by Order dated December 21, 1981, did not allow the Company to earn a fair
rate of return. The prinecipal reasons set forth in the application as
necessitating the requested increase in rates were: the effects of inflation;
the addition to the rate base of new plant and equipment, as well as
construction work in progress; the cancellation of Shearon Harris Nuclear
Power Plant Units 3 and 4; and the demand for a higher return by the
investment community.

The Public Staff filed a Motion to Dismiss Without Prejudice on March 10,
1982, and a Motion for Suspension of Rates Until Ruling on Motion to Dismiss
on March 15, 1982, On March 17, 1982, CP&L filed its reply to the Public
Staff s Motion to Dismiss Without Prejudice.

On March 15, 1982, the Xudzu Alliance filed a Petition to Intervene,
including a request for certain documents previously filed in the proceeding,
and a Motion to Dismiss. By Order issued March 18, 1982, the Commission
granted the Petition to Intervene and granted the request for documents in
part. On March 23, 1982, the Public Staff filed a Motion for Clarification of
the Commission Order of March 19, 1982, granting in part the Kudzu Alliance’s
request for documents.

On March 18, 1982, the Commission 1issued an Order suspending the proposed
‘rates pursuant to G.S. 62-134 for a period of up to 270 days from the proposed
effective date and an Order scheduling oral argument for March 29, 1982, on
the Public Staff’s Motion to Dismiss.

Further, on March 18, 1982, the Commission ordered the Applicant to file a
pro forma calculation of fuel costs based upon the adjusted test year (12
months ended September 30, 1981) 1level of operations assuming a fully
normalized level of generation mix; i.e., nuclear, fossil, and purchased
power.

On March 22, 1982, the North Carolina Textile Manufacturers Association,
Ine. (NCTMA), filed a Petition to Intervene and Protest and a Motion to
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Dismiss the Application and Suspend the Effectiveness of the Proposed Rates
Pending Oral Argument.

On March 23, 1982, CP&L filed its response to the separate motions of Kudzu
Alliance and the NCTMA to dismiss the application.

On March 24, 1982, the Commission issued an Order allowing the protest and
intervention of the NCTMA. Also on March 24, 1982, the Commission issued an
Order consolidating the Motion to Dismiss filed by the NCTMA for oral argument
on March 29, 1982, with the Motion to Dismiss filed by the Public Staff and
providing further that the Kudzu Alliance would be afforded an opportunity to
be heard on its Motion to Dismiss at the same time and place.

By Order issued on March 31, 1982, the Commission: denied the motions to
dismiss filed by the Public Staff, the Kudzu Alliance, and the NCTMA; declared
the test period to be the 12 months ended September 30, 1981; permitted CP&L
to update its application pursuant to G.S. 672-133(c) for all known changes in
costs, revenues, and rate base only through December 31, 1981, and to file
appropriate testimony and exhibits with respect to such changes not later than
April 20, 1982; required testimony of the Public Staff and other Intervenors
based upon the application and amendments reflecting actual changes through
December 31, 1981, to be filed not later than July 1, 1982; and provided that
further testimony and exhibits reflecting other actual changes in costs,
revenues, and rate base of material significance based on circumstances and
events occurring up to the time the hearing is closed be filed in conformity
with Commission Rules R1-17(b) and (ec). On April 6, 1982, CP&L filed an
ObJection and Exception to that portion of the foregoing Order which permitted
the Company to update its application through December 31, 1981, and required
the Company to fiye testimony and exhibits not later than April 20, 1982.

The Commission thereafter issued an Order on April 7, 1982, declaring the
application by CP&L to adjust and increase its charges for electric service to
its North Carolina retail customers to be a general rate case pursuant to
G.S. 62-137, scheduling the matter for public hearing before the Commission
beginning on July 12, 1982, requiring CP&L to give notice of such hearing by
newspaper publication and by appropriate bill inserts, establishing the test
period to be used by all parties in the proceeding, and requiring protests or
interventions to be filed in accordance with Rules R1-6, R1-7, and R1-19 of
the Commission Rules and Regulations.

Notice of Intervention in the docket was given by the Public Staff on
behalf of the Using and Consuming Public on June 16, 1982. The Intervention
of the Public Staff is deemed recognized pursuant to Rule R1-19(e) of the
Commission Rules and Regulations.

By Petition filed on May 3, 1982, the Secretary of Defense, on behalf of
the Department of Defense of the United States, requested leave to intervene,
and on May 5, 1982, the Commission allowed the intervention.

A Joint Petition to Intervene was filed on May 27, 1982, by Corning Glass
Works, 1Inc., Federal Paper Board Company, Inc., Riegelwood Operationms,
Monsanto North Carolina, Inc., PPG Industries, Ine., Union Carbide
Corporation, and Weyerhaeuser Company, an ad hoc group known as the Carolina
Industrial Group for Fair Utility Rates (CIGFUR-II). The interventions were
allowed by Orders issued June 1, and June 28, 1982. On June 24, 1982, a joint
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Petition to Intervene was filed by Clark Equipment Company, Huron Chemicals of
America, Inc., Ideal Basic Industries, Inc., International Telephone and
Telegraph Corporation, LCP Chemicals and Plastics, Inc., Masonite Corporation,
The Firestone Tire and Rubber Company, and Scovill, Inc., also members of
CIGFUR. On June 28, 1982, the Commission allowed the interventions.

On June 10, 1982, CP&L filed a Motion for Prehearing Conference. By Order
issued June 15, 1982, the Commission scheduled a prehearing conference for
July 9, 1982,

The Conservation Council of North Carolina, Inc., filed a Petition to
Intervene and a Motion for Extension of Time within which to file expert
testimony on June 30, 1982. CP&L filed its response to the motion on July 1,
1982. By Order issued July 2, 1982, the Commission allowed the intervention
and an extension of time to and including July 8, 1982.

On June 28, 1982, Intervenor Kudzu Alliance filed a Motion for Discovery,
which was allowed by Order of July 13, 1982. Kudzu filed a motion for an
extension of time in which to prefile testimony, and CP&L filed its response
to the motion on June 30, 1982. The Commission, by Order issued July 2, 1982,
granted Kudzu an extension to July 8, 1982, to file draft testimony and to
July 15, 1982, to make minor revisions and to file testimony in final form.

On June 16, 1982, the General Assembly of North Carolina ratified House
Bill 1594 which substantially changed the treatment of construction work in
progress and certain fuel costs in general rate cases pursuant to G.S. 62-133.

On July 1, 1982, the Public Staff moved for an extension of time to file
exhibits to the testimony of A. Ronald Jacobstein until July 9, 1982. By
Order issued July 2, 1982, the Commission granted the Public Staff’s motion.

On July 6, 1982, the Commission issued an Order requesting data from the
Public Staff within five working days. Upon oral motion at the prehearing
conference on July 9, 1982, the Public Staff was granted an extension until
July 20, 1982, later extended to July 27, 1982, to comply with the Commission
Order. On July 15, 1982, the Commission issued its Pretrial Order setting
forth the procedures to be followed in the hearings.

The proceeding came on for public hearings in the territory served by CP&L
as noted herewith. Public night hearings were scheduled and held by the
Commission for the specific purpose of receiving testimony from public
witnesses in Enka, on Monday, July 12, 1982; in Goldsboro, on Wednesday,
July 14, 1982; in Wilmington, on Thursday, July 15, 1982; and in Raleigh, on
Tuesday, July 20, 1982. The following persons appeared and testified at these
hearings:

Enka - David Spicer, Gene Blazer, Charles Brookshire, Joseph Jennison,
Catherine Hiltz, Don Meale, J. C. Clark, Bob Cameron, J. H. Clark, Roy
Burchfield, W. Carter Lipe, Herbert Gibson, Jr., Ed Ledford, Eleanor H.
Lloyd, T. C. Silver, Tish Robbins, Ron Mitchell, Joe R. Wells, Bruce
McTaggard, Helen Reed, and T. Woodrow Dillard.

Goldsboro - Claxton M. Sutton, Edwin H. Allen, David G. Smith, Sylvester
Lane, James Peacock, James E. Honeycutt, Wesley T. Townsend, Richard Grady,
Rosemary Sugg, Steve L. Herring, Russell Spence, Gladys Thornton, Andrew
McKnight, Charles D. Woodard, Harry Boyd, and Rob Robinson.
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Wilmington - Susie Bordeaux, Kent Raphael, Fred Sternberger, Voncllle
Randolph, Janle Shaw, Elmer Higgins, N. R. Spencer, Eula Lee Regan, Larry
Vestal, Ron Shackelford, John Fitzpatrick, Rex Sharp, Thomas Schmid, Jane
Ward, Tunis Bryant, George Hughes, C. C. Goodwin, Neal Bender, Sandra
Barone, William Goodwin, Ray Kourady, William Conner, Llewellyn Vestal, Tom
Wilson, Forbis Raynor, and John Linder.

Raleigh - Joseph Reinckens, Jane Sharp, Elisha Wolper, and Jane R.
Montgomery (daytime hearing); C. W. Feemster, Sam Watkins, Jr., Steven
Buffkin, Carolyn Moore, Jan Chapman Lewis, Henry W. Hight, Jr., Scotti
Smith, Essie MclLean, J. J. Butler, Katie Lee Barbour, Daisy Brown, Ruth
Lee, Jerry Folden, W. T. Fuller, Ron Wallers, T. B. Buchanan, Gary Sanders,
Donald Beal, Jerry Stevens, and David Collins.

The case in chief came on for hearing as ordered on July 20, 1982, at
9:30 a.m., for the purpose of presenting the Applicant’s evidence. The
Applicant presented the testimony and exhibits of the following witnesses:

1. Sherwood H. Smith, Jr., Chairman, President, and Chief Executive
Oofficer ‘of CP&L (direct, supplemental, and additional supplemental
testimony);

2. Edward G. Lilly, Executive Vice President and Chief Financial Officer
(direct, supplemental, and additional supplemental testimony);

3. Dr. Willard T. Carleton, Professor, School of Business Administration,
University of North Carolina, Chapel Hill (direct, supplemental, and
additional supplemental testimony);

4. R. A. WVatson, Vice President - Fuel, in the Fuel and Material
Management Group of CP&L (direct and supplemental testimony);

5. Paul S. Bradshaw, Vice President and Controller of CP&L (direct,
supplemental, and additional supplemental testimony);

6. William A. Abrams, Vice President, Duff and Phelps, Inc., Chicago,
Illinois (direct testimony);

7. David R. Nevil, Manager - Rate Development and Administration in the
Rates and Service Practices Department of CP&L (direct, supplemental,
and additional supplemental testimony);

8. Joe A. Chapman, Supervisor - Rate Support in the Rates and Service
Practices Department of CP&L (direct, supplemental, and additional
supplemental testimony);

9. Panel: Benny J. Furr, Vice President - Nuclear Operations of CP&L;
Lynn W. Bury, Senior Vice President - Power Supply Group of CP&Lj; M. A.
McDuffie, Senior Vice President, Engineering and Construction of CP&L
(direct and supplemental testimony);

10. Norrls L. Edge, Vice President - Rates and Service Practices of CP&L
(direct, supplemental, and additional supplemental testimony);
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11, Ronnie M. Coats, Assistant to the Group Executive for the Power Supply
Group of CP&L (rebuttal testimony); and

12. Wilson W. Morgan, Senior Vice President and Group Executive for the
Corporate Services Group of CP&L (rebuttal testimony).

The Public Staff offered the testimony and exhibits of the following
witnesses:

1. Dr. Caroline M. Smith, Senior Consultant, J. W. Wilson and Associates,
Inc., Washington, D.C.;

2. A. Ronald Jacobstein, Consultant, Washington, D.C.;

3. Richard N. Smith, Jr., Engineer with the Electrie Division of the
Public Staff;

B, Thomas S. Lam, Engineer with the Electric Division of the Public Staff;

5. Timothy J. Carrere, Engineer with the Electric Division of the Public
Staff;

6. Dennis J. Nightingale, Director - Electric Division of the Public
Staff;

7. Benjamin R. Turner, Jr., Engineer with the Electric Division of the
Public Staff;

8. Karyl J. Lam, Staff Accountant with the Accounting Division of the
Public Staff (direct and supplemental testimony);

9, Dr. Richard G. Stevie, Director - Economic Research Division of the
Public Staff; and

10. James G. Hoard, Jr., Staff Accountant with the Accounting Division of
the Public Staff (direct and supplemental testimony).

The Intervenor Department of Defense offered the testimony and exhibits of
John William McCabe, TII, of the consulting firm of McCabe Associates, Inc.,
Reston, Virginia.

The Intervenor Kudzu Alliance offered the testimony and exhibits of Wells
Eddleman.

The Intervenor Conservation Council of North Carolira, Inc., offered the
testimony and exhibits of Wells Eddleman, David H. Martin, and Dr. Lavon B.
Page.

The Intervenor Carolina Industrial Group for Fair Utility Rates offered the
testimony and exhibits of Maurice Brubaker, Vice President, and Nicholas
Phillips, Jr., Consultant, Drazen - Brubaker and Associates, Inc., St. Louis,
Missouri.

The Intervenor NCTMA offered no evidence.
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On August 12, 1982, the NCTMA filed a motion for further hearings on North
Carolina eastern municipal power agency sale. The motion was denied by ruling
from the bench on August 16, 13982.

On August 20, 1982, the Public Staff filed Objection and Motion to Abandon
Procedure or to Schedule Further Meeting.

Based upon the verified application, the testimony and exhibits received
into evidence at the hearings, and the record as a whole of these proceedings,
the Commission now makes the following

FINDINGS OF FACT

1. CP&L is engaged in the ©business of developing, generatiung,
transmitting, distributing, and selling electric power and energy to the
general public within a broad area of eastern and western North Carolina, and
CP&L has 1its principal office and place of business in Raleigh, North
Carolina.

2. CP&L is a public utility corporation organized and existing under the
laws of the State of North Carolina and is subject to the jurisdiction of this
Commission. CP&L is lawfully before this Commission based upon its
application for a general increase in its North Carolina retail rates and
charges pursuant to the Jjurisdiction and authority conferred upon the
Commission by the Public Utilities Act.

3. The test period for purposes of this proceeding is the 12-month period
ended September 30, 1981, adjusted for certain known changes based upon
circumstances and events occurring up to the time of the close of hearings in
this docket.

4, CP&L, by its application, is seeking an increase in its basic rates and
charges to its North Carolina retail customers of $128,473,000. However, in
June 1982 the North Carolina Legislature ratified House Bill 1594 requiring
that base fuel costs be set in a general rate case, thus, the Company proposed
to include an additional increase of $i5,232,000 for fuel expenses which
results in a total increase requested by the Company of $173,705,000.

5. The overall quality of electric service provided by CP&L to its North
Carolina retail customers is adequate.

6. Seventy-eight days of an outage at CP&L’s Brunswich Unit I in the
summer of 1981 were avoidable and resulted from the imprudence of CP&L’s
management. CP&L’s nuclear performance has been declining since 1978 and the
Company’s Brunswick nuclear units have not been available to meet the system
load at periods of peak summer usage for the past four summers. Such nuclear
performance is clearly unsatisfactory and is related to mismanagement with
respect to outage planning, preventive maintenance, spare parts and inventory
control, and quality control and assurance. Furthermore, CP&L°s history of
poor nuclear performance has served to significantly increase the Company’s
cost of service to its customers.

7. The “summer/winter peak and average" method as discussed herein is the
most appropriate method for making Jurisdictional allocations and for making
fully distributed cost allocations between customer classes in this
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proceeding. Consequently, each finding of fact appearing in this Order which
deals with the overall level of rate base, revenues, and expenses for North
Carolina retail service has been determined based upon the summer/winter peak
and average allocation method.

8. The reallocation of total Company amounts of revenues, expenses, and
rate base presented by the Company, which purports to reflect the first
closing of sales of certain assets to Power Agency No. 3, is inappropriate for
use in this proceeding.

9. The North Carolina retail jurisdiectional allocations of operating
revenues, operating revenue deductions, and rate base amounts should reflect
the pro forma effect of an additional 90 mW load on CP&L°s system related to
Power Agency members served by Virginia Electric and Power Company prior to
December 30, 1981.

10. It is not proper to reflect the Power Agency first closing gain in this
proceeding; however, it is appropriate to deduct the net of tax gain from rate
base as cost-free capital.

11. It is fair and reasonable to allow the Company to recover its
investment in Shearon Harris Nuclear Generating Units 3 and 4 over a 10-year
period and to include only the interest cost assoclated with the portion of
the unamortized balance which is supported by the long-term debt holders of
CP&L in the cost of service of the Company.

12. The use of a normalized test-period generation mix in determining a
reasonable fuel cost is appropriate in this proceeding.

13. The base fuel component which is appropriate for use in this proceeding
pursuant to G.S. 62-133.2 is 1.611¢ kWh excluding gross receipts tax. The
fuel expense represented by said fuel component is $306,619,000 for North
Carolina retail service.

14. The Augmented Off Gas (AOG) system at the Brunswick nuclear plant is
not used and useful, and the cost of said AOG system should not be included in
rate base.

15. The reasonable allowance for working capital and deferred debits and
credits is $114,195,000.

16. CP&L’'s reasonable original cost rate base used and useful in providing
service to the public within the State of North Carolina is $1,827,480,000;
consisting of electric plant in service of $1,969,397,000, net nuclear fuel of
$42,447,000 and construction work in progress of $392,199,000 {See Finding of
Fact No. 21, infra.), allowance for working capital of $114,195,000 reduced
by accumulated depreciation of $478,905,000, and accumulated deferred income
taxes of $211,853,000.

17. Appropriate gross revenues for CP&L for the test year, under present
rates and after accounting and pro forma adjustments, are $1,036,394,000.

18. The reasonable level of test year operating revenue deductions for the
Company after normalized and pro forma adjustments is $829,234,000.
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19. The reasonable capital structure to be employed as a basis for setting
rates in this proceeding is composed as follows:

Item Percent
Long-term debt 4g,50%
Preferred stock 12.50%
Common equity 38.00%
Total 100.00%

20. The Company’s embedded costs of debt and preferred stock are 9.97% and
8.96%, respectively. In view of the poor nuclear performance and imprudent
management as described herein, the rate of return for CP&L to be allowed to
earn on its common equity is 14.50f. Under sound and prudent management, CP&L
would have been entitled to a 15.50% rate of return on common equity. Using a
weighted average for the Company’s costs of long-term debt, preferred stock,
and common equity, with reference to the reasonable capital structure
heretofore determined, yields an overall fair rate of return of 11.57% to be
applied to the Company’s original cost rate base. Such rate of return will
enable CP&L, by sound management, to produce a fair return for its
shareholders, to maintain its facilities and serviee‘in accordance with the
reasonable requirements of its customers, and to compete in the market for
capital funds on terms which are reasonable and fair to the customers
and to existing investors.

21. The proper amount of construction work in progress (CWIP) to allow in
rate base pursuant to G.S. 62-133 is $392,199,000. Inclusion of this amount
of CWIP in rate base is in the public interest and is necessary to assure the
financial stability of CP&L.

22. Based upon the foregoing, CP&L should increase its annual 1level of
gross revenues under present rates by $8,784,000. The annual revenue
requirement approved herein is $1,045,178,000, which will allow CP&L a
reasonable opportunity to earn the rate of return on its rate base which the
Commission has found Just and reasonable. This increase in the revenue
requirement is based upon the original cost of CP&L°s property used and useful
in providing service to its customers and its reasonable test year operating
revenues and expenses as previously set forth in these findings of fact.

23. The rate designs, rate schedules, and service rules proposed by the
Company, and the modifications thereto as described herein, are appropriate
and should be adopted.

24. The Company should be allowed to recover deferred fuel revenues by
means of a rider in the amount of 0.273¢ per kWh including gross receipts tax;
said rider shall terminate for bills rendered after the billing month of
November 1982, but no later than November 30, 1982.

25. The National Regulatory Research Institute (NRRI) 1s performing
valuable work for the state utilities commissions, including this Commission,
and for the regulated utilities by providing research and technical assistance
and educational programs. There is a need for the member states of the
National Association of Regulatory Utility Commissioners to establish
regularized funding for the NRRI to ensure that this Institute can continue
its work despite the certain loss of federal funding. It is reasonable and
appropriate for CP&L to contribute to the funding of the Institute upon
approval by the full Commission.



43
ELECTRICITY

NOTE: The Evidence and Conclusions for Findings of Fact Nos. 1 through 25
which have been omitted due to lack of space can be found in the
official files of the Chief Clerk’s office.

IT IS, THEREFORE, ORDERED as follows:

1. That Carolina Power & Light Company shall adjust its electric rates and
charges so as to produce an increase in gross annual revenues from its North
Carolina retail operations of $8,784,000, said increase to be effective for
service rendered on and after the date of this Order.

2. That within five (5) working days after the date of this Order,
Carolina Power & Light Company shall file with this Commission rate schedules
designed to produce the increase in revenues set forth in Decretal Paragraph
No. 1 above in accordance with the guidelines set forth in Appendix A attached
hereto.

3. That Carolina Power & Light Company shall prepare cost allocation
studies for presentation with its next general rate application which allocate
production plant based on the following methodologies: (1) summer/winter peak
and average; (2) summer/winter peak and base; (3) summer/winter coincident
peak; (4) 12-month coincident peak; and (5) 12-month peak and base. Both
Jurisdictional and fully distributed cost allocation studies shall be wade
using each method, and the studies shall bte included in items 31 and 37,
respectively, of Form E-1 of the minimum filing requirements for general rate
applications.

4, That Carolina Power & Light Company shall prepare cost allocation
studies for presentation with its next general rate application which show the
demand, energy, and customer components assigned to each rate schedule based
on the following methodologies: (1) summer/winter peak and average;
(2) summer/winter peak and base; and (3) 12-month peak and base. Production
plant (and production plant-related expenses) which are allocated by kWh
energy shall be included with the energy-related component of each rate
schedule in the studies, and the studies shall be included in item 37d of
Form E-1 of the minimum filing requirements for general rate applications.

5. That Carolina Power & Light Company shall prepare a study for
presentation with its next general rate application which will provide the
information necessary to determine the energy-related portion of production
plant {and related expenses). Such study should include the two variations of
the fstacking®" methodologies discussed herein.

6. That Carolina Power & Light Company shall file with the Commission,
instead of the annual cost-of-service studies currently being filed, an annual
cost-of-service study based on the summer/winter peak and average method as
described herein. In consideration of the voluminous nature of said studies,
the Company shall file six (6) complete copies of said studies instead of the
31 copies currently being filed.

T. That within 30 days after the date of this Order, Carolina Power &
Light Company shall file with the Commission a rate schedule for an
experimental residential time-of-day service utilizing an all-energy type rate
design containing the features discussed herein.
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8. That Carolina Power & Light Company shall continue listing the XkWh
usage per fixture on its lighting Schedules ALS and SLS, as discussed herein.

9. That the voluntary time-of-day comparative billing program for
residential customers proposed by Carolina Power & Light Company in Docket
No. E=2, Sub 454, 1is hereby approved as filed, in accordance with the
discussion herein.

10. That Carolina Power & Light Company shall give appropriate notice of
the rate increase approved herein by mailing a copy of the notice attached
hereto as Appendix B by first-class mail to each of its North Carolina retail
customers during the next normal billing cycle following the filing and
acceptance of the rate schedules approved in Decretal Paragraph No. 2.

11. That any motions heretofore filed in this proceeding and not previously
ruled upon are hereby denied.

12. That Carollina Power & Light Company is hereby authorized to implement
its proposed Rider No. AFC-28 adding a $0.00273 per kWh surcharge for service
rendered on and after the effective date of this Order. Said Rider shall
terminate for bills rendered after the billing month of November 1982, but no
later than November 30, 1982.

13. That at the time of its next general rate application, Carolina Power &
Light Company shall file with the Commission the additional data described
herein relating to the coal inventory needs of the Company.

14. That upon approval by the full Commission, Carolina Power & Light
Company shall be authorized to contribute to the National Regulatory Research
Institute in a manner and in an amount consistent with the funding formula of
said Institute.

ISSUED BY ORDER OF THE COMMISSION.
This the 24th day of September 1982.
NORTH CAROLINA UTILITIES COMMISSION

(SEAL) Sandra J. Webster, Chief Clerk
APPENDIX A

DOCKET NO. E-2, SUB 4ul
GUIDELINES FOR DESIGN OF RATE SCHEDULES

Step 1: Determine the amount of rate schedule revenues and other
revenues, respectively, which are necessary to produce the overall revenue
requirement established by the Commission in this proceeding.

Step 2: Increase the revenue requirement for each rate schedule to the
level necessary to produce the total rate schedule revenues determined in
Step 1, as follows:

(a) The revenue requirements to be increased shall be based on present
rates as of the date of this Order.

(b) 1Increase the revenue requirement for each rate schedule by the same
percentage, except as described below.
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(c) Increase the revenue requirement for each of the five (5) nclosed®
rate Schedules RFS, AHS, CSG, CSE, and SGS by 5% as discussed herein.

(d) Hold the revenue requirement for traffic lighting Schedule TLS at the
level of present rates as proposed by the Company.

Step 3: Increase the individual prices in a given rate schedule by the
same percentage to reflect the increase in revenue requirement for the rate
schedule as determined in Step 2, except as follows:

(a) Hold the basic customer charge for each residential rate schedule at
the level of present rates.

(b) Hold the basic customer charge for each nonresidential rate schedule
at the level proposed by the Company.

(c) Increase the 3rd energy block of rate Schedule SGS prior to increasing
the other energy blocks in the Schedule, until such time as the
differential between the 34d energy block and the 2nd energy block
reaches the level proposed by the Company.

(d) 1Increase prices in the TOD rate Schedules in such a manner that they
will remain basically revenue neutral with comparable non-TOD rate
schedules, considering projected peak demand savings for the TOD
rates.

(e) Hold miscellaneous service charges and extra charges at the same level
proposed by the Company.

Step U: Round off individual prices to the extent necessary for
administrative efficiency, provided said rounded off prices do not produce
revenues which exceed the overall revenue requirement established by the
Commission in this proceeding.

APPENDIX B
DOCKET NO. E-2, SUB 444
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Carolina Power & Light Company for )
an Adjustment in Its Rates and Charges Applicable ) NOTICE TO CUSTOMERS
to Electric Service in North Carolina )

The North Carolina Utilities Commission today, after months of
investigation and following five weeks of hearings held throughout the State,
denied CP&L’s request for an increase of $160,464,000 in current rates and
approved an increase of only $8,784,000. If CP&L°s full rate request had been
granted, rates would have increased by 15.48% above current rates. Today’s
Order allows an increase of less than 1% above current rates (0.85%).

The Commission also authorized CP&L to collect a temporary rider of 0.273¢
per kWh or $2.73 per 1,000 kWh for bills rendered by the Company through its
November billing month. This surcharge, which will terminate on November 30,
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1982, relates to a deferred revenue increase which the Commission previously
approved for CP&L on October 22, 1981, when a fuel adjustment increase was
spread over a period of 12 months in order to lessen the impact of such
inerease on the Company’s ratepayers.

The Commission estimates that the bill of a typical residential customer
using 1,000 kWh per month and presently paying approximately $64.50 per month
will increase to $67.78 per month for October and November and decrease to
$65.05 beginning December 1, 1982.

In allowing the 0.85% increase, the Commission found that the approved
rates would provide CP&L, under efficient management, an opportunity to earn
an approximate 11.57% rate of return on the original cost of its property. 1In
its application, CP&L had sought rates which would allow it to earn a 13.09%
rate of return on its property based on a return to its stockholders of 18.5%.
The Commission found that if CP&L were efficiently managed, it would have been
allowed a return to its stockholders of 15.5%, but that CP&L has not been a
reasonably or ‘“soundly" managed Company in the area of nuclear plant
performance, and, therefore, it should be allowed the opportunity to earn no
more than a 14.5% rate of return on stockholders’ equity. <Thus, the allowed
return to stockholders was cut from 18.5% to 14.5%, including a 1% rate of
return penalty of $14.55 million.

In support of the rate of return penalty, the Commission concluded that 78
days of outage at CP&L’s Brunswick Unit No. 1 nuclear plant during the summer
of 1981, which cost the ratepayers at least $12,000,000, could have been
avoided by sound management.

A recent legislative amendment to the utility laws gave the Commission
power to consider generating efficiency in setting the portion of CP&L’s rates
which collect for fuel. In setting the fuel component of CP&L’s rates, the
Commission fixed a fuel component of 1.611¢ per kVh and stated that it
expected the Company to operate its nuclear plants at 52% of their capacity.
The Company had sought a fuel component of 1.785#/kWh, based on a U48% nuclear
capacity factor. The Commission thus applied its broadened regulatory powers
to take account of reasonable operating efficiency and found that it was no
longer bound to pass along poor operating efficiency to customers.

The Commission also addressed the 1level of salaries paid to CP&L‘s
officers and concluded that recent salary increases have been excessive in
light of severe economic conditions and management performance. The
Commission ruled that the ratepayers should only be required to pay salaries
at the level paid at the end of 1980 and that the salaries of the
Chairman-President Smith and three other top officers on the Board of
Directors should be shared 50/50 by the ratepayers and shareholders in order
to make -shareholders more cognizant of salaries paid to CP&L’s officers.

Another significant issue addressed by the Commission was the level of
construction work in progress to be included in rate base. The 1982 North
Carolina General Assembly amended the rate-making statute to eliminate
mandatory inclusion of CWIP in rate base. This amendment provided that CWIP
"may be included (in rate base), to the extent the Commission considers such
inclusion in the public interest and necessary to the financial stability of
the utility in question." 1In this case, CP&L sought to include $659, 133,000
of CWIP in rate base, but the Commission found that only $392,199,000, the
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level approved in prior cases, was Jjustified as being in the public interest
and necessary to CP&L’s financial stability. The Commission’s decision
resulted in the exclusion of $266,934,000 in CWIP from rate base and decreased
the revenue requirement by $51,105,000.

Another signifiicant and controversial issue addressed by the Commission was
the treatment of the costs associated with CP4&L°s decision to construct and
later to cancel Harris Units 3 and 4. The Commission allowed $59,740,000 in
cancellation costs to be amortized over a period of 10 years, but denied any
return to the shareholders during that period, and thereby denied to CPEL
recovery of $7,478,000 per year of its proposed increase.

The Commission also directed that steps be taken to improve consumer
participation in time-of-day rates. The demand ratchet was removed from the
TOD rates for small general service customers. A voluntary comparative
billing program was approved for residential customers in order to improve
customer understanding of the current TOD rates and to expand participation.
An experimental program was also established to determine the effectiveness of
a residential TOD rate which excludes demand charges and reduces the number of
on-peak hours.

DOCKET NO. E-2, SUB 44y
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Carolina Power & Light Company for an )}
Adjustment in Its Rates and Charges Applicable to ) ERRATA ORDER
Electric Service in North Carolina )

BY THE COMMISSION: It has been made to appear that the Commission Order of
Clarification issued on November 16, 1982, in the above-captioned matter
referred to Ordering Paragraph No. 6 of the Commission Order of November 1,
1982, when it should have referred to Ordering Paragraph No. 6 of the
Commission Order of September 24, 1982.

IT IS, THEREFORE, ORDERED as follows:

1. That Ordering Paragraph No. 6 of the Commission Order of September 24,
1982, in the above-captioned matter is hereby amended to read as follows:

6. That Carolina Power & Light Company shall file with the Commission,
instead of any annual cost-of-service studies currently being filed, an
annual cost-of-service study based on the summer/winter peak and
average method as described herein; except that said annual study is
not required for those years in which cost-of-service studies are also
filed with the Commission as a part of general rate applications. 1In
consideration of the voluminous nature of said studies, the Company
shall file only six (6) complete copies of said annual studies.

ISSUED BY ORDER OF THE COMMISSION.
This the 24th day of November 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk
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DOCKET NO. E-2, SUB U4u6
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Carolina Power & Light Company )} ORDER APPROYING ADJUSTMENT
for Authority to AdJjust Its Electric Rates ) OF RATES AND CHARGES
and Charges Pursuant to G.S. 62-134(e) ) PURSUANT TO G.S. 62-134(e)

HEARD IN: Commission Hearing Room 213, Dobbs Building, 430 North Salisbury
Street, Raleigh, North Carolina, on February 17, 18, and 19, 1982

BEFORE: Commissioner Leigh H. Hammond, Presiding; and Commissioners Douglas
P. Leary and Sarah Lindsay Tate

APPEARANCES:
For the Applicant:

John T. Bode, Bode, Bode & Call, Attorneys at Law, P. O. Box 391,
Raleigh, North Carolina 27602

Robert W. Kaylor, Associate General Counsel, Carolina Power & Light
Company, P. 0. Box 1551, Raleigh, North Carolina 27602

For the Intervenors:

Thomas R. Eller, Jr., and Jerry B. Fruitt, Eller & Fruitt,
Attorneys at Law, P. O. Drawer 27866, Raleigh, North Carolina

27611
For: North Carolina Textile Manufacturers Association, Inc.

For the Using and Consuming Public:

Karen E. Long,‘ Staff Attorney, Public Staff - North Carolina
Utilities Commission, P.0. Box 991, Raleigh, North Carolina 27602

BY THE COMMISSION: On January 28, 1982, Carolina Power & Light Company
(CP&L) filed an application with the North Carolina Utilities Commission
pursuant to G.S. 62-134(e) and Commission Rules R1-36 and R8-46 requesting
authority to adjust its rates and charges based solely upon the cost of fuel
used in the generation of electric power for the four-month period ended
December 31, 1981, by increasing the amount included for fuel expenses in the
base retail schedules by 0.232 cents per kilowatt-hour (including revenue-
related taxes) for bills rendered beginning with the billing month of April
1982. These adjusted rates would be effective for the billing months of
April, May, June, and July 1982 and result in new base fuel costs of $0.01787
per kilowatt-hour, including revenue-related taxes.

On January 29, 1982, the Commission issued an Order which suspended the
tariff, set the matter for hearing beginning at 9:30 a.m., on February 17,
1982, and required public notice. On February 8, 1982, the North Carolina
Textile Manufacturers Association, Inc. (NCTMA), filed its "Petition to
Intgrvene and Protest; Motion to Dismiss." On February 10, 1982, the Public
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Staff filed a “Notice of Intervention™ and "Motion to Dismiss and in the
Subordinate Alternative to Hold Hearing at Night."® On that same date, the
Kudzu Alliance filed a "“Petition to Intervene™ in this proceeding. By Order
dated February 12, 1982, an evening hearing was scheduled for February 17,
1982, at 7:00 p.m.

The matter came on for hearing as scheduled on February 17, 1982. CP&L,
NCTMA, and the Publie Staff were present and represented by counsel. CP&L’s
application included a proposal to adjust certain rate schedules, including
Cogeneration CSP, which contain on- and off-peak base fuel components.
Pursuant to agreement between CP&L and NCTMA, the proposed adjustments to rate
schedules were withdrawn from the application and will be addressed in CP&L°’s
next general rate case. Prior to the introduction of testimony, the
Commission heard oral argument on the motions to dismiss filed herein by NCTMA
and the Public Staff. The NCTMA and Public Staff motions to dismiss and defer
were denied by the Hearing Panel.

At the evidentiary hearing, and at the evening public hearing, testimony in
opposition to the proposed increase was presented by five public witnesses,
including representatives of the Kudzu Alliance and the Conservation Council
of North Carolina.

CP&L presented the testimony of the following witnesses: David R. Nevil,
Manager-Rate Development and Administration; R. A. Watson, Vice President -
Fuels; and Benny J. Furr, Vice President - Nuclear Operations. Neither the
Publie Staff nor the North Carolina Textile Manufacturers Assoeciation, Inc.,
presented any witnesses.

Based upon a careful consideration of the verified application, the
testimony and exhibits received into evidence at the hearing, and the entire
record in this proceeding, the Commission makes the following

FINDINGS OF FACT

1. Carolina Power & Light Company is a public utility corporation,
organized and existing under the laws of the State of North Carolina, and is
subject to the jurisdiction of this Commission. CP&L is lawfully before this
Commission based upon an application for adjustment in rates and charges
pursuant to G.S. 62-134(e).

2. During the four-month period ending December 31, 1981, CP&L’s fuel
generating costs, including gross receipts taxes, were $0.01514 per kilowatt-
hour. The delayed billing factor, approved in Docket No. E-2, Sub 434, for
collection by CP&L during the period April 1982 through July 1982, is $0.00273
per kilowatt-hour. This results in a total base fuel cost including revenue-
related taxes to be collected in the period April 1982 through July 1982 of
$0.01787. The base fuel rates currently approved are $0.01555. 1In accordance
with NCUC Rule R1-36 and the formula adopted pursuant thereto, the proposed
increase in rates due solely to the cost of fuel and associated gross receipts
taxes, including the deferred billing factor approved in Docket No. E=2, Sub
434, is therefore $0.00232 per Kilowatt-hour for the billing months of April
through July 1982,

3. CP&L’s fuel purchasing practices during the four-month period were
reasonable and prudent. The Company’s purchases of coal were made in
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accordance with coal purchasing practices found to be reasonable by this
Commission in prior proceedings. The Company’s purchases of coal from its
affiliated companies were made in accordance with previous Orders of this
Commission. The oil, gas, and nuclear fuel purchases of the Company were
reasonable and prudent.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 1

The evidence supporting this finding of faet is contained in CP&L’s
verified application, in prior Commission Orders entered in fuel cost
ad justment proceedings of which the Commission takes notice, and
G.S. 62-134(e). This finding of fact is essentially informational,
procedural, and Jurisdictional in nature and the matters it involves are
essentially uncontested.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 2

The evidence for this finding of fact is contained in CP&L’s verified
application and the testimony and exhibits of CP&L witness Nevil.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 3

The evidence for this finding of fact is contained in CP&L’s verified
application and in the testimony and exhibits of CP&L witness Watson.

Based upon the uncontroverted testimony of Mr. Watson, the Commission
concludes that CP&L°s purchasing practices during the four-month period ended
December 31, 1981, were reasonable and prudent and that the Company’s
purchases of ‘coal from its affiliated companies were made in accordance with
previous Orders of this Commission. Nevertheless, the Commission further
concludes that CP&L°s purchasing practices with respect to purchases of coal
from its affiliated companies should be investigated and reviewed in
conjunction with CP&L°s pending general rate case. To that .end, CP&L is
hereby ordered to file testimony concerning the reasonableness of its coal
purchasing practices from affiliated companies in Docket No. E-2, Sub W44, 1In
addition, the Public Staff is hereby reguested to investigate the
reasonableness of said coal purchasing - practices and to incorporate the
results of its investigation and any recommendations resulting therefrom into
its testimony to be filed in conjunction with said general rate proceeding.

FURTHER CONCLUSIONS

The Hearing Panel wishes to conclude this Order by clearly stating that we
are in fact concerned with all of the issues raised herein by NCTMA and the
Public Staff with respect to G. S. 62-134(e) and the operation of our fuel
ad justment procedures. Therefore, the Hearing Panel will recommend to the
full Commission that a generic rule-making proceeding be expeditiously
instituted in order to thoroughly consider recommendations from all interested
parties concerning proposed changes in our rules and procedures governing fuel
ad justment applications filed pursuant to G.S. 62-134(e). In this regard, the
Hearing Panel believes that changes in fuel adjustment procedures must, by
necessity, be made on a prospective basis after affording all interested
parties an opportunity to offer their recommendations concerning to proposed
rule revisions and changes in such procedures in order to ensure due process
and to fully guard against making changes which may well be expedient as a
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means of addressing difficult issues in a cosmetic fashion at a particular
point in time without fully considering all of the potentially adverse
ramifications which may wultimately occur as a consequence of hastily
authorized procedural changes.

With this thought in mind, the Hearing Panel notes that it would certainly
have been expeditious in this case and undoubtedly popular with the customers
of Carolina Power & Light Company and the general public at large for the
Commission to have summarily granted the motions to dismiss filed herein by
NCTMA and the Pudblic Staff, particularly during a time of reduced nuclear
power generation, which necessarily results in increased 1levels of
expenditures for fuel related to changes in generation mix, increased reliance
on purchased power, and other such factors. As much as this Hearing Panel
might have been tempted for reasons of expediency to dismiss the instant fuel
ad justment application, we have rightly concluded that such course of action
would not have been responsible and proper, either from a legal or an
equitable point of view, since this Commission has, for many years, followed
procedures which are either similar to or identical to those set forth in Rule
R1-36 in deciding fuel adjustment cases filed pursuant to G. S. 62-13%(e). It
has only been since the North Carolina Court of Appeals rendered its decision
in State of North Carolina ex rel. Utilities Commission v. Virginia
Electric and Power Company, 48 N.C. App. U53, 269 S.E. 2d 657, cert. denied,
301 N.C. 531 (1930), that various parties, including NCTMA and the Public
Staff, have found it necessary to challenge our existing procedures. As the
Commission has previously stated in various Orders, we are ourselves
frustrated with the restraints imposed upon us, both by the Vepco decision,
supra, and also by the failure to date of the North Carolina General
Assembly to enact legislation which would clearly restore our authority to
examine the reasonableness of heat rates, generation mix, and capacity factors
in fuel adjustment proceedings filed pursuant to G. S. 62-134(e).

Again, the Hearing Panel wishes to restate our concerns and frustrations
with problems related to G.S. 62-134(e) proceedings and the Commission’s
current fuel adjustment procedures as affected by the Vepco decision,
supra, and also to reiterate our belief that such matters should
expeditiously be addressed by the full Commission in a generic rule-making
proceeding. It should be made clear, however, that the mere fact that the
Hearing Panel will recommend institution of the above-referenced generic rule-
making proceeding should not lead anyone to mistakenly conclude that by taking
such action we are in any way repudiating our past Orders in fuel clause
proceedings, particularly Orders entered in those cases which are currently on
appeal to the North Carolina Court of Appeals, or that by taking such action
we are necessarily of the opinion that the Commission should cease to employ
the fuel adjustment formula which we have consistently used for so many
years. We simply think that the entire matter should be opened up for
thorough discussion by all interested parties and that procedures affording
due process should be observed.

IT IS, THEREFORE, ORDERED as follows:

1. That effective for bills rendered on and after April 1, 1982, and for
service rendered on and after the effective date of this Order, CP&L shall
adjust its base retail rates by the addition of an amount equal to $0.00232
per kilowatt-hour and shall roll this amount into each kilowatt-hour block of
each rate schedule.
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2. That CP&L shall file appropriate rate schedules with the Commission in
conformity with this Order.

3. That CP&L is hereby required to file testimony with respect to the
reasonableness of its coal purchasing practices from affiliated companies in
Docket No. E-2, Sub 444, not later than April 1, 1982, The Public Staff is
hereby requested to investigate the reasonableness of CP&L’s coal purchasing
practices from affiliated companies and to incorporate the results of such
investigation and any recommendations resulting therefrom into its testimony
to be filed in Docket No. E-2, Sub 4u4,

ISSUED BY ORDER OF THE COMMISSION.

This the 26th day of February 1982.
NORTH CAROLINA UTILITIES COMMISSION

(SEAL) Sandra J. Webster, Chief Clerk
DOCKET NO. E-2, SUB 446

HAMMOND, COMMISSIONER, Concurring.

I am convinced beyond a shadow of doubt that the concept of a fuel
adjustment clause was originally sold to the North Carolina General Assembly
by the electric utility companies in this State as a mechanism to protect
those companies from the effects of drastic and frequent changes in the prices
of coal, oil, natural gas and uranium, but particularly changes in the prices
of fossil fuels.

It is also my belief that by enacting G. S. 62-134(e) the General Assembly
intended to require the Commission to approve rate increases based solely on
increased costs of fuel in order to ease the impact on electric utility
companies of violent fluctuations in fossil fuel prices.

The language of the statute in question is sufficiently vague as to leave
honest doubt about whether the fuel adjustment clause was intended to deal
solely with changes in the prices of coal, o0il, natural gas and uranium or
with the total cost of fuel burned during a given period of time. The total
cost of fuel burned during a given month is influenced both by the price of
fuel used and by the relative mix of generation which is experienced during
that particular month. If the utility is unable, for whatever reason, to Keep
its nuclear plants operating at a reasonabdly high capacity, then the toal cost
of fuel will increase even though the prices of all fuels may have remained
the same or may have been decreased.

The Commission’s Rules and past interpretation of G. S. 62-134(e) make no
distinction between changes in fuel cost as a result of increases in the price
of fuel used in generating electricity and increases related to changes in the
generation mix; that is, poor nuclear performance.

Intervenors in past fuel clause proceedings have made very little effort to
sort out the causes for increases in total fuel costs during a particular time
period. Furthermore, to my recollection, this is the first time that the
Commission has been presented with competent evidence showing that there has
been very 1little, if any, change in the basic price of fuel during a fuel
clause test period. The evidence shows clearly that the Company 1is here
seeking an increase in its fuel charges based almost totally on increases in
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fuel costs that are a direct result of reduced capacity of nuclear plant
operations. I am convinced the Legislature did not intend the fuel ceclause to
operate in a manner that rewards poor performance, whether accidental or as a
result of poor management.

1 concur in this opinion because the law as written is not sufficiently
clear in my mind as to permit the discretion of simply denying outright the
fuel adjustment application at issue herein. It is for this reason that I
support the recommendation made by the Hearing Panel to call upon the full
Commission to expeditiously institute a generic rulemaking proceeding to
consider prospective changes in our rules and procedures governing fuel
ad justment applications filed pursuant to G. S. 62-13%(e).

Leigh H. Hammond, Commissioner

DOCKET NO. E-7, SUB 314
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application by Duke Power Company for an ) FINAL ORDER GRANTING
Adjustment of Its Retail Electric Rates and ) PARTIAL INCREASE IN
Charges in Its Service Area Within North Carolina ) RATES AND CHARGES

HEARD IN: The Commission Hearing Room, Dobbs Building, U430 North Salisbury
Street, Raleigh, North Carolina, and the Cities of Greensboro,

Winston-Salem, Hendersonville, Charlotte, and Durham on July 28-29,
1981, August 26 - September 10, 1981, and November 23, 1981

BEFORE: Chairman Robert K. Koger, Presiding; and Commissioners Sarah
Lindsay Tate and A. Hartwell Campbell

APPEARANCES:
For the Applicant:

Steve C. Griffith, Jr., Vice President and General Counsel; Duke
Power Company; P.0. Box 33189, Charlotte, North Carolina 28242

William L. Porter, Assistant General Counsel; Duke Power Company;
P.0. Box 33189, Charlotte, North Carolina 28242

John E. Lansche, Assistant General Counsel; Duke Power Company; u22
South Church Street, Charlotte, North Carolina 28242

W. Edward Poe, Staff Counsel; Duke Power Company; P.O. Box 33189,
Charlotte, North Carolina 28242

Clarence W. Walker, Attorney at Law; Kennedy, Covington, Lobdell &
Hickman; 3300 NCNB Plaza, Charlotte, North Carolina 28280
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For the Intervenors:

Thomas R. Eller, Jr., Eller & Fruitt, Attorneys at Law; P.O.
Draver 27866, Raleigh, North Carolina 27611
For: North Carolina Textile Manufacturers Association, Inc.

Robert B. Byrd and Sam J. Ervin, IV; Byrd, Byrd, Ervin, Blanton &
Whisnant, P.A., Attorneys at Lawj; One Northsquare, Drawer 1269,
Morganton, North Carolina 28655

For: Great Lakes Carbon Corporation

M. Travis Payne, Attorney at Law; Route 1, Box 183, Durham, North
Carolina 27705
For: Kudzu Alliance

Daniel V. Besse, Attorney at Law; P.0. Box 17691, Greensboro, North

Carolina 27410

For: North Carolina Public Interest Research Group, Inc., and
Conservation Council of North Carolina, Inc.

For the Using and Consuming Public:

Robert F. Page, Chief Counsel, and Paul L. Lassiter, Staff
Attorney; Public Staff - North Carolina Utilities Commission; P.O.
Box 991, Dobbs Building, Raleigh, North Carolina 27602

BY THE COMMISSION: This proceeding is before the Commission upon the
application of Duke Power Company (Applicant, Company, or Duke) filed with the
Commission on March 18, 1981, for authority to adjust and increase its
electric rates and charges for retail customers. in North Carolina. The
proposed increase was designed to produce approximately $211,000,000 of
additional revenues from the Company’s North Carolina retail operations, when
applied to a test period consisting of the 12 months ended December 31, 1980,
or approximately a 19.7% increase in electric operating revenues.

The Commission, being of the opinion that the increase in rates and charges
proposed by Duke was a matter affecting the public interest, by Order issued
on April 10, 1981, declared the application to be a general rate case pursuant
to G.S. 62-137, suspended the proposed rate increase for a period of up to 270
days, set the matter for hearing beginning on July 28, 1981, required Duke to
give notice of such hearing by newspaper publications and by appropriate bill
inserts, established the test period to be used in the proceeding, and
required protests or interventions to be filed in accordance with the
Commission Rules and Regulations.

On May 21, 1981, the Public Staff, by and through its Executive Director,
Dr. Robert Fischbach, filed Notice of Intervention on behalf of the Using and
Consuming Public. The Intervention of the Public Staff is deemed recognized
pursuant to Rule R1-19(e) of the Commission Rules and Regulations.

Kudzu Alliance filed a Petition to Intervene on April 8, 1981, and on
April 17, 1981, the Commission allowed the Inteérvention.

By Petition filed April 27, 1981, Great Lakes Carbon Corporation petitioned
to intervene. On May 1, 1981, the Commission by Order allowed Great Lakes
Carbon to intervene.
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North Carolina Public Interest Research Group, 1Inc., petitioned to
intervene on May 14, 1981, and its Intervention was allowed by Order entered
May 18, 1981.

The People’s Alliance filed a Petition to Intervene on July 13, 1981, and
the Intervention was allowed by Order of July 17, 1981.

The North Carolina Textile Manufacturers Association, Inc. (NCTMA), filed a
Petition to Intervene on July 23, 1981, and on July 27, 1981, the Commission
allowed the Intervention.

Conservation Council of North Carolina, Inc.,_ petitioned to intervene on
August 13, 1981, and its Intervention was allowed on August 21, 1981.

Out-of-town hearings were conducted by the Commission for the purpose of
receiving testimony from members of the using and consuming public with regard
to Duke’s proposed rate increase. Sueh hearings were held in Greensboro,
North cCarolina, at 7:00 p.m., on July 28, 1981; in Hendersonville, North
Carolina, at 2:00 p.m., on July 29, 1981; in Winston-Salem, North Carolina, at
2:00 p.m., on July 29, 1981; in Charlotte, North Carolina, at 7:00 p.m., on
July 29, 1981; and in Durham, North Carolina, at 7:00 p.m., on August 31,
1981.

Public witnesses at these hearings included the following persons:

Greensboro- Doris Cruthis, Stella Calhoun, Eunice Terrell, Mildred
Caldwell, Jim Harrison, Ann Nickerson, Eva Lewis, James Turner, Don Dixon, Don
Gillespie, Randolph Hull, Michael Curtis, William F. Sherrill, and Bill
Johnson.

Winston-Sdlem - J. Harmon Linville, Elizabeth Roberts, William H. Brown,
Harley Graves, W. P. Steal, John D. Clark, Samuel M. Orr, Bill Crow, and
Marshall Tyler.

Hendersonville - John Paden, Joe Orr, Frank L. Todd, G. Ray Cantrell, and
Kenneth L. Tucker.

Charlotte - Ron Coleman, KXatie Young, Sharon Duggan, Barbara Moore,
Brenda Best, Mary Well, Robert Morgan, Sylvia Stinson, Richard Knie, William
J. Veeder, James A, Story, Louise Kale, Wilma Argo, Florence White, John 4.
West, Toby Chapman, Harry Esterson, Shaw Brown, Virginia Stevens, Gwen Willis,
Larry Weiner, Faison Fuester, Mike Fennell, Jesse Riley, and Bobby Lowery.

Durham -~ Sally Seay, Robert Booth, James Williams, Mary Gullage, H. L.
Sherman, Allen Pollard, Lloyd Gurley, Sam Reed, Grace Beck, Jake Harris, Bob
Giddings, Iris Jones, J. E. Irving, Beulah Miller, Al Norton, Sr., William N.
Munn, Julia Brown, Linda Cline, Carver Peacock, Stuart Fisher, Bill Quick,
Henry S. Cole, Frank Ward, Rob Balkin, Cynthia Hall, Dan Reed, Steve Schull,
Elisa Wolper, and Gerald Mooneyham.

Raleigh - Frank L. Todd and Jim Overton.

In general terms, the testimony of these witnesses can be summarized as
follows. Some of the customers were opposed to any further rate increase by
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Duke, in view of the rate increases approved by the Commission in 1979 (Docket
No. E-T, Sub 262) and 1980 (Docket No. E-7, Sub 289). Some customers were
opposed to further constructien of nuclear power plants and encouraged the
development of other methods to meet energy needs in Duke’s service area, such
as conservation and power generated from nonnuclear sources. Several
customers were disturbed about the law which became effective on July 1, 1979,
that allows construction work in progress (CWIP) to be included in rate base.
Other customers testified that Duke should assist customers 1in installing
insulation. Finally, some customers supported Duke’s request for increased
rates.

The matter came on 'for hearing in the Commission Hearing Room, Dobbs
Building, Raleigh, North Carolina, on August 26, 1981. Duke Power Company
offered the testimony and exhibits of the following witnesses: William S.
Lee, Duke’s President and Chief Operating Officer, and William H. Grigg,
Senior Vice President - Legal and Finance, both of whom testified as to the
Company ‘s need for the proposed rate increase, its construction program, its
financial condition, and overall general corporate policy; Dr. Arthur T.
Dietz, Professor of Banking, Finance and Business Administration, Emory
University Graduate School of Businéss Administration, and Charles 4. Benore,
First Vice President of Paine Webber Mitchell Hutchins, Inc., a speclalist in
the analysis of utility securities for that firm, both of whom testified to
the fair rate of return required by Duke Power; W.R. Stimart, Duke’s Vice
President ~ Regulatory Affairs, who testified as to the Company’s rate base
and the results of its operations in the historical test year after pro forma
ad justments; Paul H. Earl, Economist and Vice President of Data Resources,
Inc., who testified to a specific index reflecting the escalation in unit
costs of Duke Power’s operation and maintenance expenses; M.T. Hatley, Jr.,
Duke’s Vice President -~ Rates, wWho testified with respect to the
Jurisdictional allocation, the proposed rates and rate design; Dr. Willard T.
Carleton, Professor of Business Administration at the Graduate School of
Business at the University of North Carolina at Chapel Hill, who presented an
analysis of the real cost of electric power to Duke’s North Carolina retail
customers over the 25 years from 1955 through 1980; and Donald H. Denton, Jr.,
Duke’s Vice President, Marketing, who testified concerning Duke’s recently
filed Residential Loan Assistance Program and generally concerning the
Company ‘s load management program.

The Public Staff offered the testimony and exhibits of the following
witnesses: Thomas S. Lam, .Utilities Engineer with the Electric Division of
the Public Staff, who testified with respect to the Public Staff’s review of
the capital costs of McGuire Unit 1, the fuel saving from substituting nuclear
for fossil generation when McGuire Unit 1 becomes operational, and a proposed
ad justment to operation and mainterance expense related to purchased and
interchanged power; Timothy J. Carrere, Utilities Engineer with the Electric
Division of the Public Staff, who testified concerning the appropriate level
of fuel investment for working capital purposes; Benjamin R. Turner, Jr.,
Utilities Engineer with the Public Staff, who testified with respect to Duke’s
probable future revenues and expenses applicable to electric plant in service
at the end of the test period; David F. Creasy, Utilities Engineer with the
Electric Division of the Public Staff, who testified as to the Company’s
proposed rate design and its cost-of-service and Jjurisdictional allocation
studies; Mark D. Sherman, Staff Accountant with the Accounting Division of
the Public Staff, who testified concerning the working capital allowance;
William B. Carter, Jr., Assistant Director of Accounting of the Public Staff,
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who testified conecerning the fuel cost adjustment procedure; George E. Dennis,
Accounting Supervisor with the Accounting Division of the Public Staff, who
testified as to the Pubdlic Staff’s investigation and analyses of the Company’s
original cost net investment, revenues, expenses, and rate of return under
present and proposed rates; Dr. Robert Weiss, Staff Economist with the
Economic Research Division of the Public Staff, who testified with respect to
fair rate of return; and Richard N. Smith, Jr., Utilities Engineer with the
Electric Division of the Public Staff, who testified with respect to Duke’s
Residential Loan Assistance Program and generally concerning the Company’s
load management program.

The Intervenor Kudzu Alliance offered the testimony and exhibits of Wells
Eddleman related to his analysis and opposition to Duke’s proposed rate
increase and the Intervenor NCTMA offered the testimony and exhibits of H.
Randolph Currin, Jr., President of Currin & Associates, concerning the impact
of the proposed rate increase on certain textile manufacturing customers.

In rebuttal to the testimony on certain rate base and accounting
adjustments proposed by Public Staff witnesses, Duke offered the testimony and
exhibits of W.R. Stimart and the testimony of John F. Utley, National Director
- Public Utilities for the accounting firm of Deloltte, Haskins & Sells. Duke
also offered the testimony and exhibits of Donald M. Jenkins, Manager of Rate
Research and Development for Duke, in rebuttal to certain of the testimony of
NCTMA witness Currin. Duke witness Denton offered further testimony
concerning Duke’s residential load management program.

On September 18, 1981, and October 6, 1981, the Commission issued its
Orders requiring the filing of certain supplemental calculations and studies
by Duke Power and the Public Staff, scheduling further hearings on
November 23, 1981, for the limited purposes of receiving evidence as to the
commercial operation and in-service date of McGuire Unit 1 and to consider
testimony concerning the additional calculations and studies to be filed, and
requiring the filing of any briefs and proposed orders on or before
December 7, 1981.

On Octoder 5, 1981, Duke filed a notice with the Commission pursuant to
G.S. 62-135 indicating that the Company proposed to increase the retail
electric rates which it 1s presently charging in North Carolina by
approximately nine percent (9%) for service rendered on and after October 18,
1981, along with a proposed customer notice entitled "Notice of Placing
Partial 9% Rate Increase Into Effect Under Undertaking," a proposed
undertaking and proposed revised rate schedules. By Order issued October 6,
1981, the Commission approved the customer notice and undertaking and approved
as to form the rate schedules filed by Duke.

On November 13, 1981, Duke filed a notice with the Commission pursuant to
G.S. 62-135 indicating that the Company proposed to place the remainder of the
proposed 19.7% rate increase into effect, subject to refund, for bills
rendered on and after December 1, 1981. This filing was accompanied by a
proposed customer notice, the undertaking, and copies of the proposed revised
rate schedules giving effect to said additional rate increase, subject to
refund. By Order issued November 18, 1981, the Commission approved said
notice and undertaking and approved as to form the rate schedules so filed by
Duke.
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As a result of the filings described in the previous two paragraphs, Duke "~
has placed in effect, subject to refund, the entire amount of the rate
increase applied for in this proceeding.

On November 23, 1981, the Commission heard additional testimony of Messers
Lee and Stimart for the Company relating to the commercial operation and in-
service date of McGuire Unit 1 and additional testimony of witness Jenkins for
the Company relating to the schedules and studies which had been prepared
pursuant to the Commission’s Orders of September 18 and October 6, 1981.

On November 23, 1981, the Public Staff filed a motion opposing Duke’s
proposal to place temporary rates into effect on December 1, 1981, and this
motion was joined in by Kudzu Alliance, N.C. Public Interest Research Group,
Inc., and Great Lakes Carbon Corporation. By Commission Order dated
November 25, 1981, the Commission denied the motion of the Public Staff but
assured all parties that the question of whether Duke should be permitted to
collect all or any portion of the temporary rates pursuant to G.S. 62-135
applicable to McGuire Unit 1 for service rendered prior to December 1, 1981,
would be thoroughly considered by the Commission in its final Order, and
invited all parties to address that issue in their briefs and proposed
orders.

On December 17, 1981, the Commission issued a Notice of Decision and Order
in this docket which stated that Duke should be allowed an opportunity to earn
a rate of return of 11.92% on its investment used and useful in providing
electric utility service in North Carolina. In order to have the opportunity
to earn a fair return, Duke was authorized to adjust its electric rates and
charges to produce an increase in gross revenues of $166,403,000 on an annual
basis. Duke was also required to file proposed rates and charges necessary to
implement the allowed rate increase in accordance with rate design guidelines
established by the Commission.

On December 28, 1981, and January 5, 1982, Duke filed its proposed rates
and charges as required by the Commission. On January 6, 1982, the Commission
issued its Order Approving Rate Schedules.

Based on the foregoing, the verified Application, the testimony and
exhibits received into evidence at the hearings, and the entire record with
regard to this proceeding, the Commission, having duly reviewed the briefs and
proposed orders filed herein by the parties, now makes the following

FINDINGS OF FACT

1. Duke is engaged in the business of developing, generating,
transmitting, distributing, and selling electric power and energy to the
general public within the Piedmont Crescent area of North Carolina, and Duke
has its principal office and place of business in Charlotte, North Carolina.

2. Duke is a public utility corporation organized and existing under the
laws of the State of North Carolina and is subject to the jurisdiction of this
Commission. Duke 1s 1lawfully before this Commission based upon its
application for a general increase in its North Carolina retail rates and
charges, pursuant to the Jjurisdiction and authority conferred upon the

Commission by the Public Utilities Act.
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3. The test period for purposes of this proceeding is the 12-month period
ended December 31, 1980, adjusted for certain known changes based upon
circumstances and events occurring up to the time of the cl»)3se of the hearings
in this docket. Duke by its application is seeking an increase in its basic
rates and charges to North Carolina retail customers of approximately
$211,000,000 based upon operations in said test period as adjusted.

4. The overall quality of electric service provided by Duke to its North
Carolina retail customers is satisfactory.

5. The summer coincident peak method utilized by the Company and coacurred
with by the Public Staff in making jurisdictional cost-of-service allocations
is the most appropriate method for use in this proceeding. Consequently, each
finding of fact appearing in this Order which deals with the proper level of
rate base, revenues, and expenses has been determined based upon said
methodology.

6. Duke’s McGuire Unit 1 nuclear generating unit is used and useful in
providing electric utility service rendered to the public within this State,
and was used and useful within a reasonable time after the end of the test
period and prior to the time the hearings herein were closed. Since Duke
shall cease to capitalize allowance for funds used during construction (AFUDC)
on its McGuire Unit 1 effective December 1, 1981, the Company will be entitled
to collect rates based upon the inclusion of McGuire in its rate base for
service rendered on and after December 1, 1981.

7. The reasonable original cost of Duke’s property used and useful, or to
be used and useful within a reasonable time after the test period, in
providing the service rendered to the public within this State, less that
portion of the cost which has Yeen consumed by previous use recovered by
depreciation expense, plus the reasonable original cost of investment in plant
under construction (construction work in progress or CWIP) less cost-free
capital is $2,138,009,000.

8. The reasonable allowance for working capital and deferred debits and
credits is $146,046,000.

9. Duke’s reasonable rate base is $2,284,055,000. This amount consists of
net utility plant in service and construction work in progress of
$2,383,181,000, plus a reasonable allowance for working capital and deferred
debits and credits of $1L46,046,000 less cost-free capital of $2u45,172,000.

10. Duke’s gross revenues for the test year, under present rates and after
accounting and pro forma adjustments, are $1,110,023,000. After giving effect
to Duke’'s proposed rates, such gross revenues are $1,321,023,000. Under the
revenue requirements approved herein, such revenues are $1,276,426,000.

11. Duke’s reasonable level of test year operating revenue deductions,
after accounting and pro forma adjustments, is $917,272,000. This amount
includes $107,258,000 for investment currently consumed through reasonable
actual depreciation on an annual basis.
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12. The capital structure of Duke which is reasonable and proper for use
in this proceeding is as follows:

Item * Percent
Long-term debt 9
Preferred stock 13
Common equity _38

Total 100

13. Duke’s proper embedded costs of long-term debt and preferred stock are
9.34% and 8.22%, respectively. The reasonable rate of return for Duke to be
allowed an opportunity to earn on its Jjurisdictional common equity is 16.50%.
Said cost rates, when weighted by the capitalization ratios hereinabove found
fair, vield an overall fair rate of return of 11.92% to be applied to the
Company’s rate base. Such rate of return will enable Duke, by sound
management, to produce a fair return for its shareholders, considering
changing economic conditions and other factors; to maintain its facilities and
service in accordance with the reasonable requirements of its customers in the
territory covered by its franchise: and to compete in the market for capital
funds on terms which are reasonable and fair to its customers and to existing
investors.

14, Based upon the foregoing, Duke should be allowed to increase its rates
and charges in an amount not to exceed $166,403,000, in addition to the annual
gross revenues which would be realized under its present base rates. Thus,
the annual revenue requirement approved herein is $1,276,426,000. This
increase is required in order for the Company to have a reasonable opportunity
to earn the 11.92% rate of return on its rate base which the Commission has
found just and reasonable. This increased revenue requirement is based upon
the original cost of the Company’s property and its reasonable test year
operating revenues and expenses as previously determined and set forth in
these findings of fact. Of the $166,403,000 increase in revenues found
reasonable in this proceeding, $98,828,000 is due to the rate base and
operating effects of McGuire Unit 1. The remaining increase of $67,575,000 is
the amount to which Duke is entitled without considering McGuire Unit 1 in
this rate proceeding.
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Duke Power Company
Docket No. E-7, Sub 314
STATEMENT OF RATE BASE AND RATE OF RETURN
For the Test Year Ended December 31, 1980
(000"s Omitted)

Item
Electric plant in service
Accumulated depreciation and amortization
Net electric plant in service
Construction work in progress
Subtotal
Allowance for working capital:
Cash
Materials and supplies: -
o Coal
0il
0 & M construction
Accounts payable applicable to Q & M construction
Investor funds advanced for operations
Customer deposits
Subtotal
Deferred income taxes
Operating reserves
Subtotal
Rate base
Rate of return:
o Present rates
o Approved rates

000000

151

‘ SCHEDULE I

Amount
$ 3,277,828
(1,039,488)
2,235,350
144,841
2,383,181

1,127

75,292
4,643
41,091
(2,135)
29,911
(3,883)
146,095
(236,720)
(8,452)
(205,172)

$ 2,285,055

8.44%
TITT92%
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1.
2.
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Duke Power Company

Docket No. E-7, Sub 314
OPERATING INCOME FOR RETURN
For the Test Year Ended December 31, 1980
(000°s Omitted)

Item
a
Electric operating revenue
Electric operating revenue deductions:
Operation and maintenance:
o Fuel
o Purchased power - net
o Wages, benefits, materials, etc.
Depreciation
General taxes
Interest on customer deposits
Income taxes:
o Current liability
o Deferred - net
o Tnvestment tax credit normalized
o Investment tax credit amortized
Total operating revenue deductions
Operating income for return

SCHEDULE II

After
Present Increase Approved
Rates Approved Increase
) (e) {d)
$1,110,023 $166,403 $1,276,426
374,720 - 374,720
(2,858) - (2,858)
239,215 - 239,215
107,258 - 107,258
97,731 9,984 107,715
24y - 244
55,292 77,021 132,313
24,137 - 24,137
24,941 - 24,941
(3,408) - (3,408)
917,272 87,005 1,004,277
$ 192,751 $ 79,398 § 272,149
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1. Long-term debt
2. Preferred stock
3. Common equity

ELECTRICITY

Duke Power Company

Docket No. E-7, Sub 314
STATEMENT OF CAPITALIZATION AND RELATED COSTS

163

SCHEDULE IIIX

4. Total
Line
No. Item
(a)

1. Long-term debt
2. Preferred stock
3. Common equity

by, Total

For the Test Year Ended December 31, 1980
(000°s Omitted)
Present Rates
Capitali-~ Embedded Weighted
zation Rate Cost/ Cost/ Operating
Ratio% Base Return (%) Return (%) Income
b (e) (d) (e) (f)
49 $1,119,187 9.34 4,58 $104,532
13 296,927 8.22 1.07 24,407
38 867,941 7.35 2.79 63,812
100 $2,284,055 - 8.44 $192,751
Approved Rates
Capitali- Embedded Weighted
zation Rate Cost/ Cost/ Operating
Ratio% Base Return (%) Return (%) Income
(b) (e) (d) (e) (f)
49 $1,119,187 9.34 4,58 $104,532
13 296,927 8.22 1.07 24,407
_38 867,941 16.50 6.27 143,210
100 $2,284,055 - 11.92 $272,149
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SCHEDULE IV

DUKE POWER COMPANY
Docket No. E-7, Sub 314
RECONCILIATION OF COMMISSION APPROVED GROSS REVENUE
INCREASE TO COMPANY'S REQUESTED INCREASE
For the Test Year Ended Decembver 31, 1980
(000°s Omitted)

Line Gross Revenue Impact
No. Item McGuire Other Total
(a) (b) (e) (d)

1. ADDITIONAL GROSS
REVENUE REQUESTED BY COMPANY $110,933 $100,067 $211,000

2. COMMISSION ADJUSTMENTS TO CAPITALIZATION
AND CAPITAL COST RATES:

3. - Reduced return on equity from 17.50%
to 16.50% (3,928) (14,436) (18,364)

4, COMMISSION ADJUSTMENTS TO RATE BASE:

5. - Increased accumulated depreciation and
amortization to reflect corollary
ad justments arising from pro forma
ad justments to depreciation expense
and nuclear fuel expense including
disposal costs:

o Other than McGuire (316) (316)

0 McGuire (8,672) - (8,672)

6. = Deducted injuries and damages insurance
reserve - (221) (221)

T. - Deducted accounts payable applicable to
materials and supplies - (432) (432)
8. - Lead-lag study differences - (6,251) (6,251)

9. COMMISSION ADJUSTMENTS TO REVENUE AND EXPENSE:

10. - Based customer growth adjustment on
regression analysis - (1,342) (1,342)

11. « Priced out weather normalization
ad justment excluding basic facilities
charges and rate schedules not
weather sensitive - (1,845)  (1,8%5)

12. -~ Adjustments to revenue
revenue related
to fuel costs:
o To remove fuel expense
from operations $382,916
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0 To restore fuel cost at

1.3511¢ base 420,087 - (37,171) (37,171)
o To restore McGuire fuel
savings $ 49,216
o To remove McGuire fuel
savings u8,721 495 - 495
13. - 1Increased fuel expense to base level - 37,17 37,171

14, ~ Decreased 0 & M expense to reflect
Company revised ad justment with
respect to contributions to EPRI - (228) (228)
15. Increased O & M expense
to annualize wage expense based on the
number of employees at the end of the
test year including FICA tax effect - 1,801 1,801

16. - Decreased nonfuel O & M expense
to reflect use of different methodology
in calculating expense side of weather
and growth ad justments
o Growth - (h,944)  (4,944)
o Weather - 811 811

17. - Decreased 0 & M to reflect removal of
residual of inflation adjustment - (5,085) (5,085)

18. - Rounding differences - (%) W)

19. TOTAL GROSS REVENUE
IMPACT OF COMMISSION ADJUSTMENTS (12,105) (32,492) _(44,597)

20. ADDITIONAL GROSS REVENUE
APPROVED BY COMMISSION $ 98,828 $ 67,575 $166,403

NOTE: (1) Assignment of gross revenue impact of Commission adjustments
between McGuire and non-McGuire functions are estimates
calculated from data currentl available.

(2) ( ) denotes decrease

15. Duke should be required to refund to its North Carolina retail
customers all revenues collected under interim rates, pursuant to its
undertakings to refund, to the extent that said rates produced revenue in
excess of the level of rates prescribed herein, plus interest thereon
calculated at the annual rate of ten percent (10%). In this regard, Duke was
entitled to an increase of approximately 6.09% for service rendered during the
period October 18 through November 30, 1981, as Duke was continuing to
capitalize AFUDC on its McGuire Unit 1 until December 1, 1981. Further, Duke
is entitled to the full 14.99% increase approved herein with respect to
service rendered on and after December 1, 1981. The Commission finds that the
interim rates charged by Duke beginning October 18, 1981, and on December 1,
1981, are unjust and unreasonable in that they exceed the amounts approved
herein.
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16. The appropriate base fuel cost to be included in rates is 1.3093# per
kilowatt-hour, excluding revenue related taxes, consisting of the 1.4660¢ per
kilowatt-hour approved in Docket No. E-T7, Sub 328, less a .1567¢ per kilowatt-
hour reduction for fuel savings related to the operation of McGuire Unit 1.

17. The rate designs proposed herein by Duke are reasonable and
appropriate as modified by the Commission in Appendix A to its Notice of
Decision and Order entered in this docket on December 17, 1981. It is
appropriate for Duke to study methods of improving the efficiency of its rate
designs.

18. It is appropriate for Duke to accelerate the schedule at which it is
offering load control of residential water heaters and air conditioners.

19. Duke should be required to show, as a part of its future general rate
applications, the portion of each accounting adJjustment which is allocated to
North Carolina retail service. The Company should also be required to make its
jurisdictional allocations on a per book basis prior to applying said
accounting ad justments.

NOTE: Due to a shortage of space the Evidence and Conclusions to these
Findings of Fact may be found in the official files in the office of
the Chief Clerk.

IT IS, THEREFORE, ORDERED as follows:

1. That to the extent not altered or amended herein, the Ordering
Paragraphs of the Notice of Decision and Order of December 17, 1981, and the
Order Approving Rate Schedules of January 6, 1982, in this docket are hereby
affirmed.

2. That Duke Power Company shall amend its subsequent tariff sheets to add
the information included in Appendix A of this Order.

3. That Duke shall modify the rate at which it capitalizes allowance for
funds used during construction (AFUDC), as required, so as to interface said
cost rate with the findings and conclusions set forth herein.

ISSUED BY ORDER OF THE COMMISSION.
This the 11th day of February 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk

APPENDIX A

EXAMPLE OF NEW PROCEDURE FOR SHOWING HISTORY OF CHANGES
IN FUEL COSTS ON TARIFFS BETWEEN GENERAL RATE CASES

After the first fuel clause hearing under G.S. 62-134(e) each affected
tariff would reflect the following:

#¥Fuel charge per kWh included in base rates in Docket No. E-T7,
Sub 314, effective for service rendered beginning
December 1, 1981 1.5596¢
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Fuel charge increment (or decrement) per kWh established
in Docket No. E-T, Sub XXA, under G.S. 62-134(e) (.0710)¢

New base fuel charge per kWh icluded in base rates effective
for bills rendered during the billing months of April
through July 1982 1, 4886¢

After the second fuel clause hearing under G.S. 62-134(e)

#*Fuel charge per kWh included in base rates in Docket No. E-7,
Sub 314, effective for service rendered beginning
December 1, 1981 1.5596¢

Fuel Charge increment (or decrement) per kWh established in
Docket No. E-7, Sub XXA, under G.S. 62-134(e) (.0710)¢

Base fuel charge effective for sevice rendered beginning
December 1, 1981 1.4886¢

Fuel charge increment (or decrement) per k¥h established
in Docket No. E-7, Sub XXB, under G.S. 62-134(e) (.0555)¢

New base fuel charge per kWh included in base rates effective
for bills rendered during the billing months of August
through November 1982 1.4331¢

Etc.
®NOTE: Because of the McGuire Unit 1 addition in Docket No.‘ E-7, Sub 314, the
charges shown resulting therefrom start for service rendered on December 1,
1981, instead of the normal bills rendered wording.
'
DOCKET NO. E-7, SUB 335
BEFORE THE NORTH CAROLTINA UTILXITIES COMMISSION

In the Matter of

Application by Duke Power Company for ) ORDER APPROVING
Authority to Adjust Its Electric Rates and } ADJUSTMENT OF RATES
Charges Based Solely Upon Changes in Cost ) AND CHARGES PURSUANT
of Fuel ) TO G.S. 62-134(e)

HEARD IN: Commission Hearing Room 213, Dobbs Building, 430 North Salisbury
Street, Raleigh, North Carolina, on Wednesday, February 17, 1982,
at 9:30 a.m.

BEFORE: Commissioner Leigh H. Hammond, Presiding; and Commissioners Sarah
Lindsay Tate and Douglas P. Leary
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APPEARANCES:
For the Applicant:

Steve C. Griffith, Jr., Vice President and General Counsel, and
William L. Porter, Associate General Counsel, Duke Power Company,
P. 0. Box 33189, Charlotte, North Carolina 28242

For the Intervenors:

Thomas R. Eller, Jr., Eller & Fruitt, Attorneys at Law, P. O.

Drawer 27866, Raleigh, North Carolina 27611
For: North Carolina Textile Manufacturers Association, Inc.

M. Travis Payne (Attorney of -Record), Attorney at Law, 325 East
Trinity Avenue, Durham, North Carolina 27701
For: Kudzu Alliance

For the Public Staff:

G. Clarkx Crampton, Staff Attorney, Public Staff - North Carolina
Utilities Commission, P.0. Box 991, Raleigh, North Carolina 27602
For: The Using and Consuming Public

BY THE COMMISSION: On January 25, 1982, Duke Power Company (Duke) filed an
application with the North Carolir.. Utilities Commission pursuant to G. S. 62-
134(e) and Commission Rules R1-36 and R8-46 requesting authority to adjust its
rates and charges based solely upon the cost of fuel used in the generation of
electric power for the four-month period ended December 31, 1981, by
increasing the amount included for fuel expenses in the base retail schedules
by 0.2495 cents per kilowatt-hour for bills rendered during the billing months
of April 1982 through July 1982,

On January 28, 1982, the Commission issued an Order which suspended the
tariff, set the matter for hgaring, and required public notice.

On February U, 1982, counsel for and on behalf of the Kudzu Alliance filed
a "Petition to Intervene," which petition was allowed by Commission Order
dated February 10, 1982,

On February 8, 1982, the North Carolina Textile Manufacturers Association,
Inc. (NCTMA), filed a "Petition to Intervene and Protest; Motion to Dismiss.”
By Commission Order dated February 10, 1982, NCTMA was permitted to intervene
herein as a formal party.

On February 10, 1982, the Public Staff filed a "Notice of Intervention" in
this proceeding, On February 11, 1982, the Public Staff filed a "Motion to
Dismiss Application."

On February 15 and 17, 1982, Duke filed 1its responses to the above-
referenced motions to dismiss.

The matter came on for hearing as scheduled on February 17, 1982, and was
completed on February 18, 1982. Duke, NCTMA and the Public Staff were present
and represented by counsel. Oral arguments were presented on the motions to
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dismiss as filed herein by NCTMA and the Public Staff and said motions were
denied. However, the Hearing Panel indicated that it would bring before the
full Commission in executive session the question of whether a generic rule-
making proceeding should be set to consider questions related to the future
application of the fuel adjustment clause.

Duke presented testimony of the following witnesses: W. R. Stimart, Vice
President, Regulatory Affairs, and R. H. Hall, Jr., Vice President, Fuel
Purchases, Mill-Power Supply Company. Wells Eddleman testified on behalf of
the Kudzu Alliance. Testimony was also received from Carol Anderson, a Duke
customer.

Based upon a careful consideration of the verified application, the
testimony and exhibits received into evidence at the hearing, and the entire
record in this proceeding, including pleadings, oral argument and Briefs, the
Commission makes the following

FINDINGS OF FACT

1. Duke Power Ccmpany is a pudblic utility corporation organized and
existing under the laws of the State of North Carolina, and is subject to the
Jurisdiction of this Commission. Duke is lawfully before this Commission
based upon an application for adjustment in its rates and charges pursuant to
G.S. 62-134(e).

2. During the four-month period ended December 31, 1981, Duke’s fuel
generating costs were 1.5U438 cents per kilowatt-hour. In accordance with NCUC
Rule R1-36 and the formula adopted pursuant thereto, the proposed increase in
rates due solely to the cost of fuel and associated gross receipts taxes would
be 0.2495 cents per kilowatt-hour for the four billing months of April 1982
through July 1982.

3. Duke’s fuel purchasing practices during the four-month period were
reasonable and prudent. The Company’s purchases of coal were made in
accordance with coal purchasing practices found to be reasonable by this
Commission in prior proceedings. The Company’s purchases of coal from its
affiliated companies were made in accordance with previous Orders of this
Commission. The oil, gas, and nuclear fuel purchases of the Company were
reasonable and prudent.

Whereupon, the Commission reaches the following
CONCLUSIONS

A careful consideration of the entire record in this proceeding leads the
Commission to conclude that the current level of base fuel established as a
result of Docket No. E-7, Sub 31X, is 1.3093 cents per kilowatt-hour,
consisting of the 1.4560 cents per kilowatt-hour approved in Docket No. E-7,
Sub 328, less the 0.1567 cents per kilowatt-hour for the fuel savings related
to the operation of McGuire Unit 1. Further, the Commission concludes that
Duke should be allowed to adjust its base retail rates by the addition of an
amount equal to 0.2495 cents per kilowatt-hour (which includes revenue-related
taxes) effective for bills rendered during the billing months of April 1982
through July 1982, and for service rendered on and after the effective date of
this Order. The authorized base fuel cost included in Duke’s retail rates
will then be 1.5438 cents per kilowatt-hour, excluding revenue-related taxes.
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In conjunction with Finding of Fact No. 3 above, the Hearing Panel found
that Duke’s fuel purchasing practices during the test period were reasonable
and that the Company’s purchases of coal from its affiliated companies were
made in accordance with previous Orders of this Commission. WNevertheless, the
Hearing Panel further concludes that Duke’s purchasing practices with respect
to purchases of coal from its affiliated companies should be investigated and
reviewed during the Company’s next general rate case. To that end, Duke is
hereby ordered to file testimony concerning the reasonableness of its coal
purchasing practices from affiliated companies at the time it next institutes
a general rate proceeding. In addition, the Public Staff is hereby requested
to investigate the reasonableness of Duke’s purchasing practices of coal from
affiliated companies' and to incorporate the results of such investigation and
any recommendations resulting therefrom into its testimony to be filed in
Duke’s next general rate case,

The Hearing Panel wishes to conclude this Order by clearly stating that we
are in fact concerned with all of the issues raised herein by NCTMA and the
Public Staff with respect to G. S. 62-134(e) and the operation of our fuel
ad justment procedures. Therefore, the Hearing Panel will recommend to the
full Commission that a generic rule-making proceeding be expeditiously
instituted in order to thoroughly consider recommendations from all interested
parties concerning proposed changes in our rules and procedures governing fuel
ad justment applications filed pursuant to G.S. 62-134(e). 1In this regard, the
Hearing Panel believes that changes in fuel adjustment procedures must, by
necessity, be made on a prospective basis after affording all interested
parties an opportunity to offer their recommendations with respect to proposed
rule revisions and changes in such procedures in order to ensure due process
and to fully guard against making changes which may well be expedient as a
means of addressing difficult issues in a cosmetic fashion at a particular
point in time without fully considering all of the potentially adverse
ramifications which may ultimately occur as a consequence of hastily
authorized procedural changes.

With this thought in mind, the Hearing Panel notes that it would certainly
have been expeditious in this case and undoubtedly popular with the customers
of Duke Power Company and the general public at large for the Commission to
have summarily granted the motions to dismiss filed herein by NCTMA and the
Public Staff, particularly during a time of reduced nuclear power generation,
which necessarily results in increased levels of expenditures for fuel related
to changes in generation mix, increased reliance on purchased power, and other
such factors. As much as this Hearing Panel might have been tempted for
reasons of expediency to dismiss the instant. fuel adjustment application, we
have rightly concluded that such course of action would not have been
responsible and proper, either from a legal or an equitable point of view,
since this Commission has, for many years, followed procedures which are
either similar to or identical to those set forth in Rule R1-36 in deciding
fuel adjustment cases filed pursuant to G. S. 62-134(e). It has only been
since the North Carolina Court of Appeals rendered its decision iantate of
North Carolina ex rel. Utilities Commission v. Virginia Electric and Power
Compan 48 N.C._ App. 453, 269 S.E. 2d 657, cert. denied, 301 N.C. 531
11950), that various parties, including NCMTA and the Public Staff, have found
it necessary to challenge our existing procedures. As the Commission has
previously stated in various Orders, we are ourselves frustrated with the
restraints imposed upon us, both by_the_Vepco decision, supra, and also by
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the failure to date of the North Carolina General Assemdly to enact
legislation which would clearly restore our authority to examine the
reasonableness of heat rates, generation mix, and capacity factors in fuel
adjustment proceedings filed pursvant to G.S. 62-134(e).

With respect to the contention by the NCTMA and the Public Staff that the
Commission should ad just the fuel clause test-period to reflect a full four
month’s generation by the McGuire nuclear unit, the Commission believes that
such adjustment is inconsistent with the Commission’s rate-making practices
and procedures and, therefore, is improper. In Docket No. E-7, Sub 314,
Duke’s last general rate case, the Commission proformed as a reduction to the
cost of service, the annual fuel savings attributable to McGuire. The McGuire
unit was declared commercial on. December 1, 1981. Therefore, since the fuel
clause test period is composed of the four-month period ending December 31,
1981, fuel clause pro forma adjustments with respect to the actual in service
date .of McGuire are required in order to interface the Commission’s fuel
clause practices and procedures with its rate-making practices and
procedures. However, the proper interfacing adjustment is that proposed by
the Company. The Company’s adjustment reflects pro forma operation of McGuire
for the three-month period prior to the date of commencement of its commercial
operation and actual operation for the one-month period subsequent to the date
of commencement of commerci
Commission procedures as set forth in Commission Rule R1-36. The Commission,
therefore, concludes that the Intervenors’ position in this regard should be
rejected.

Again, the Rearing Panel wishes to restate our concerns and frustrations
with problems related to G.S. 62-13U(e} proceedings and the Commission’s
current fuel adjustment procedures as affected by the Vepco decision,
supra, and also to reiterate our belief that such matters should
expeditiously be addressed by the full Commission in a generilc rule-making
proceeding. It should be made clear, however, that the mere fact that the
Hearing Panel will recommend institution of the above-referenced generic rule-
making proceeding should not lead anyone to mistakenly conclude that by taking
such action we are in any way repudiating our past Orders in fuel clause
proceedings, particularly Orders entered in those cases which are currently on
appeal to the North Carolina Court of Appeals, or that by taking such action
we are necessarily of the opinion that the Commission should cease to employ
the fuel adjustment formula which we have consistently used for so many
years. We simply think that the entire matter should be opened up for
thorough discussion by all interested parties and that procedures affording
due process should be observed.

IT 1S, THEREFORE, ORDERED as follows:

1. That, effective for bills rendered during the billing months of April
1982 through July 1982 and for service rendered on and after the date of this
Order, Duke shall adjust its base retail rates by the addition of an amount
equal to 0.2495 cents per kKilowatt-hour and shall roll this amount into each
kilowatt~hour block of each rate schedule.

2. That Duke shall file appropriate rate schedules with the Commission in
conformity with this Order.
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3. That Duke 1is hereby required to file testimony with respect to the
reasonableness of its coal purchasing practices from affiliated companies at
the time it next institutes a general rate proceeding. In addition, the
Public Staff is hereby requested to investigate the reasonableness of Duke ‘s
purchasing practices of coal from affiliated companies and to incorporate the
results of sueh investigation and any recommendations resulting therefrom into
its testimony to be filed in Duke’s next general rate case.

ISSUED BY ORDER OF THE COMMISSION.
This the 26th day of February 1982,
NORTH CAROLINA UTILITIES COMMISSION

(SEAL) Sandra J. Webster, Chief Clerk
DOCKET NO. E-7, SUB 335

HAMMOND, COMMISSIONER, Concurring.

f

T am convinced beyond a shadow of doubt that the concept of a fuel

ad justment clause was originally sold to the North Carolina General Assembly

by the electric utility companies in this State as a mechanism to protect

those companies from the effects of drastic and frequent changes in the prices

of' coal, oil, natural gas and uranium, but particularly changes in the prices
of fossil fuels.

It is also my belief that by enacting G. S. 62-134(e) the General Assembly
intended to require the Commission to approve rate increases based solely on
increased costs of fuel in order to ease the impact on electric utility
companies of violent fluctuations in fossil fuel prices.

The language of the statute in question is sufficiently vague as to leave
honest doubt about whether the fuel adjustment clause was intended to deal
solely with changes in the prices of coal, oil, natural gas and uranium or
with the total cost of fuel burned during a given period of time. The total
cost of fuel burned during a given month is influenced both by the price of
fuel used and by the relative mix of generation which is experienced during
that particular month. If the utility is unable, for whatever reason, to keep
its nuclear plants operating at a reasonably high capacity, then the toal cost
of fuel will increase even though the prices of all fuels may have remained
the same or may have been decreased.

The Commission’s Rules and past interpretation of G. S. 62-134(e) make no
distinction between changes in fuel cost as a result of increases in the price
of fuel used in generating electricity and increases related to changes in the
generation mix; that is, poor nuclear performance.

Intervenors in past fuel clause proceedings have made very little effort to
sort out the causes for increases in total fuel costs during a particular time
period. Furthermore, to my recollection, this is the first time that the
Commission has been presented with competent evidence showing that there has
been very little, if any, change in the basic price of fuel during a fuel
clause test period. The evidence shows clearly that the Company is here
seeking an increase in its fuel charges based almost totally on increases in
fuel costs that are a direct result of reduced capacity of nuclear plant
operations. I am convinced the Legislature did not intend the fuel clause to
operate in a manner that rewards poor performance, whether accidental or as a
result of poor management.
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T concur in this opinion because the law as written is not sufficiently
clear in my mind as to permit the discretion of simply denying outright the
fuel adjustment application at issue herein. It is for this reason that I
support the recommendation made by the Hearing Panel to call upon the full
Commission to expeditiously institute a generic rulemaking proceeding to
consider prospective changes in our rules and procedures governing fuel
adjustment applications filed pursuant to G. S. 62-134(e).

Leigh H. Hammond, Commissioner

DOCKET NO. E-7, SUB 338
BEFORE THE NORTH CAROLTNA UTILITIES COMMISSION

In the Matter of
Application by Duke Power Company for Authority to ) ORDER GRANTING
Adjust and Increase Its Electric Rates and Charges ) PARTIAL RATE INCREASE

HEARD IN: The Council Chambers, City Hall, 101 City Hall Plaza, Durham,
North Carolina, on August 31, 1982

The Council Chambers, City Hall, 101 North Main Streef,
Winston-Salem, North Carolina, on September 1, 1982

Courtroom 2-A, Guilford County Courthouse, WNo. 2 Governmental
Plaza, Greensboro, North Carolina, on September 1, 1982

Courtroom, City Hall, 145 5th Avenue East, Hendersonville, North
Carolina, on September 2, 1982

The Commissioner ‘s Board Room, Fourth Floor, County Office
Building, 720 East Fourth Street, Charlotte, North Carolina, on
September 2, 1982

The Commission Hearing Room, Dobbs Building, 430 North Salisbury
Street, Raleigh, North Carolina, on September 8 - 10, September 13
- 17, September 20 - 22 and 24, 1982

BEFORE: Commissioner Leigh H, Hammond, Presiding: and Commissioners John
W. Winters and A. Hartwell Campbell

APPEARANCES:
For the Applicant:
Steve C. Griffith, William L. Porter, and dJohn E. Lansche,
Attorneys at law, Duke Power Company, 422 S. Church Street,
Charlotte, North Carolina 28242

Clarence W. Walker, Attorney at Law, Kennedy, Covington, Lobdell &
Hickman, 3300 NCNB Plaza, Charlotte, North Carolina 28280
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For the Public. Staff:

G. Clark Crampton and Vickie L. Moir, Staff Attorneys, Public Staff
- North Carolina Utilities Commission, Post Office Box 991,
Raleigh, North Carolina 27602

For: The Using and Consuming Public

For the Intervenors:

Jerry B. Fruitt, Eller & Fruitt, Attorneys at Law, Post Office
Drawer 27866, Raleigh, North Carolina 27612
For: The North Carolina Textile Manufacturers Association

Sam J. EBrvin, 1V, Byrd, Byrd, Ervin, Blanton, Whisnant and McMahon,
P.A., Attornevs at Law, Post Office Drawer 1269, Morganton, North
Carolina 28655

For: Great Lakes Carbon Corporation

Daniel V. Besse, Attorney at Law, 401-C Holt Avenue, Greensboro,
North Carolina 27405
For: Conservation Council of North Carolina, Inc.

M. Travis Payne, Edelstein & Payne, Attorneys at law, Post Office
Box 12643, Raleigh, North Carolina 27605
For: Kudzu Alliance

Richard M. Klein, Attorney at Law, Legal Services of North
Carolina, Inc., Post Office Box 6505, Raleigh, North Carolina, and
Douglas A. Scott, Attorney at Law, Central Carolina Legal Services,
Inc., Post Office Box 3467, Greensboro, Worth Carolina 27402
For: Intervenors Lillia Brooks, et al.

BY THE COMMISSION: On Mareh 31, 1982, Duke Power Company (Applicant,
Company, or Duke) filed an application with the North Carolina Utilities
Commission seeking authority to adjust and increase electric rates and charges
for its retail customers in North Carolina. Said application seeks rates that
produce approximately $165,277,000 of additional revenues from the Company’s
North Carolina retail operations when applied to a test period consisting of
the 12 months ended December 31, 1981, an approximately 11.85% increase in
total North Carolina retail rates and charges. The Company requested that
such increased rates be allowed to take effect for service rendered on and
after April 30, 1982. The principal reasons set forth in the application as
necessitating the requested increase in rates were: the need to improve
earnings in order to be able to raise capital for the Company’s construction
and load management programs; the effect of inflation; and the addition to
rate base of certain construction work in progress.

This docket was established by Duke’s filing with the Commission on
February 12, 1982, its letter of intent to file an application for a general
increase in rates as is required by the provisions of Commission Rule R1-
17(a). Moreover, on February 26, 1982, Duke filed a request for waiver of
certain of the Commission’s filing requirements applicable to general rate
increase applications by electric utilities. The Public Staff, having filed
it Notice of Intervention in this matter on March 18, 1982, filed on that same
date its "Comments and Statement of Position. . ," regarding Duke’s requested
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waiver. On March 19, 1982, the Commission issued its Order specifying which
filing requirements would be waived or delayed and also allowing the motion of
the KUDZU Alliance to intervene which had been filed in this docket on
March 15, 1982. Also, by Order issued March 15, 1982, the Commission
cancelled the hearing on the Research Triangle Institute’s report on Duke’s
"SST” rate, which had been scheduled to be heid in Docket No. E-100, Sub X3.
Such Order stated that the hearings with respect to that report would be a
part of this general rate case docket. On March 22, 1982, there was filed in
this docket. and in Docket No. E-100, Sub 43, the Research Triangle Institute’s
report entitled "An Evaluation of a Lifeline Rate Alternative: The
Suppemental Security Income Rate."

On April 15, 1982, Great lakes Carbon Corporation filed its Petition to
Intervene and Protest. By its Order of April 19, 1982, the Commission allowed
that request to intervene. On April 21, 1982, attorneys for Legal Services of
North Carolina, Inc., filed the Petition of Lillia Brooks, Flora Cannady,
Minnie Gant, Ada Hooker, and Bertha Lomack for Leave to Intervene, which
intervention was allowed by Commission Order issued April 23, 1982. On
April 25, 1982, Duxe filed Affidavits of publication of the notice regarding
its application as required by Commission Rule R1-15(1).

On April 29, 1982, the Commission issued an Order declaring Duke’s
application to be a general rate case pursuant to G.S. 62-134 for a period of
up to 270 days from the proposed effective date of such rates, scheduling
publie hearings on the application, establishing the test period and requiring
Duke to give public notice of its application and the hearings scheduled by
the Commission.

On May 26, 1982, there was filed in this docket with the Commission the
Petition of the North Carolina Textile Manufacturers Association, Inc.
("NCTMAY), to Intervene and Protest. By its Order of May 28, 1982, that
request to intervene was allowed. On June 3, 1982, the Commission issued its
Order scheduling the hearings on the Research Triangle Institute’s report on
the SSI Rate for a date certain in this docket.

On June 17, 1982, the General Assembly of North Carolina ratified House
Bill 1594 which amended G.S. 62-133(b)(1) so as to substantially change the
treatment to be accorded to constwm :tion work in progress by the Commission,
which repealed G.S. 62-134(e), the fuel adjustment clause statute, and set
forth a fuel procedure in a new section, G.S. 62-133.2.

On August 5, 1982, Duke filed its Aff‘idavits of Publication evidencing that
public notice had been given as required by the Commission in its Order
issued April 29, 1982. On August 13, 1982, the Commission, on its own motion,
issued an Order directing the Public Staff to file exhibits presenting certain
information in the form therein specified. Said exhibits were filed on
August 17, 19S2. On August 10, 1982, the Conservation Council of North
Carolina TIncorporated (CCNC) filed in this docket its Petition to Intervene,
Request for Copies of Prefiled Testimony and Motion for Extension of Time to
File Testimony. On August 13, 1982, Duke filed it response objecting to the
relief requested by CCNC. By its Order of August 27, 1982, the Commission
allowed CCMC to become an Intervenor and granted the other relief requested.

On August 25, 1982, NCTMA filed a motion in this docket and certain other
then pending dockets (NCUC Docket Nos. E-100, Sub 44, E-22, Sub 265, and E-2,
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Sub U44) requesting a variety of ‘hearings and determinations regarding
generally how fuel and construction work in progress should be treated in then
pending general rate cases.

Public hearings were held as scheduled by the Commission for the specific
purpose of receiving testimony from publie witnesses. The following persons
appeared and testified:

Durham: - Frank Ward, Fred Cates, William P. Laws, Lucius M. Cheshire',
Jr., Daniel F. Read, Jim Overton, John Hardner, Stan Deacon, Carl Forsyth,
C.T. Boulware, Howard L. Sherman, James Williams, Sam Reed, Geralding
Werner, Flisa Wolper, Steve Schull, Paul Lukey, Denny Foscue, Aida Wakil,
Rarbara Harris, John Frederick, Jr., and George Lougee.

Winston-Salem: -~ Oliver Scott, Geneva Tucker, Catherine Orloff,
Elizabeth Roberts, R.D. James, Paul Brayton, J.H. Crossingham, Stewart
Power, Ken Mullis, Lewis Kanoy, J.G.H. Mitchell, Benny G. Morgan, Carlis
Fulk, Betty Lou Wallace, James Sands, and Charles Roser.

Greensboro: - Fannie Graves, John Redhead, Larry D. Cohick, Chester
Street, Edith Holt, Hugh White, William R. Scott, Ethel Coble, Steve
Conowall, Lula Chambers, Margaret Keesee, Eunice Terrill, Johnnie Lewis,
Ann Nicholson, H.K. Martin, Mrs. W.B. Tyner, Marilyn Mink, D.H. Finn, and
Tim Silver.

Hendersonville: -~ Donnie Justice, David Spicer, Ray Cantreli, Janie
Vaughn, Henry Young, Carl Summy, Charles F. Hicks, Charles F. Himes, Harold
Burrell, Robert Scruggs, H.L. Rickenbacker, Joseph Henry, Maurice Hendrick,
Paul Butler, Harold Alexander, Ben Wilson, Mrs. Wayland Greene, John
Murdock, William M. Milner, and Arthur Harrington.

Charlotte: - Murray Corriner, Anthony T. Presley, Rock Miralia, G.D.
Hoyle, Sr., Harold Hike, Clifton Turner, Buck Wearn, Avery Hilton, D.L.
Seamore, Harry Brinzer, Gerald Maisler, Wayne Roberts, Leonard Schenck,
Authur Griffin, Brenda Best, Mark Regan, Mike Fenel, William Trotter, Jim
Story, Joel Goodrich, bottie Alexander, Irene Komor, W.J. Fisher, and Jess
Riley.

Additionally, F.K. Borden, Sam Reed, and Elisa Wolper testified as publiec
witnesses on September 8, 1982, in Raleigh. An affidavit of Jess Riley, a
public witness at the earlier Charlotte public hearings, was also entered into
evidence by agreement of all parties.

As previously ordered, the case in chief came on for hearing in Raleigh,
on September 8, 1982. The Applicant presented the testimony and exhibits of
the following witneses:

1. William S. Lee, Chairman and Chief Executive Officer of Duke (direct
testimony);

2. William H. Grigg, Senior Vice President -~ Legal and Finance of Duke
(direct and rebuttal testimony);
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3. Dr. Eugene F. Brigham, Graduate Research Professor of Finance and L\

Director of the Public Utility Research Center at the University of Florida
(direct testimony);

4. William R. Stimart, Vice President, Regulatory Affairs of Duke (direct,
additional direct, supplemental direct, and rebuttal testimony);

S. M.T. Hatley, Jr., Vice President, Rates, of Duke (direct testimony);

6. Donald K. Denton, .r., Senior Vice President, Marketing and Rates, of
Duke (rebuttal testimony); and

7. Dr. Edward W. Erickson, Professor of Economics and Business, North
Carolina State University (rebuttal testimony).

The four Duke rebuttal witnesses noted above testified on rebuttal on
September 22 and 24, 1982.

The Public Staff presented the testimony and exhibits of the following
witnesses:

1. William E. Carter, Assistant Director of the Pudlic Staff Accounting
Division (direct testimony):

2. Thomas S. Lam, Encineer with the PUblic Staff Electric Division
(direct testimonv); A

3. Timothy J. Carrere, Engineer with the Public Staff Electric Division
(direct and revisions to direct testimony);

4. David Kirby, Accountant with the Public Staff Accounting Division
(diﬂect testimony):

5. Dennis J. Mightingale, Director of the Public Staff Electric Division
(direct and additional direct testimony):

6. Benjamin R. Turner, Jr., FEngineer uwith the Public Staff Electric
nPivision (direct testimony and revisions to direct testimony);

7. Richard N. Smith, Jr., Engineer with the Public Staff Electric Division
(direct testimony and revisions to direct testimnny);

8. Candace A. Paton, Accountant with the Public Staff Accounting Division
(direct testimony and revisions to direct testimony); and

9. Dr. Caroline Smith, Senior Consultant, J.W. Wilson and Associates,
Inc.,, Washington, D.C. (direct testimony and revisions to direct
testimony).

By /stioulation of all parties the testimony and exhibits of Donald R.
Hoover, Director of Accounting for the Commission, regarding funding for the
National Resulatory Research Institute, were made a part of the record. XUDZU
Alliance presentd the testimony and exhibits of Wells Eddleman. CCNC
presented the testimony and exhibits of Thomas K. Gunter. ULillia Brooks, et
al., presented the testimony and exhibits of Dr. John K. Stutz. NCTMA and
Great Lakes Carbon offered no evidence.
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Based upon the verified application, the testimony and exhibits received
into evidence at the hearings, and the record as a whole of these proceedings,
the Commission now makes the following

FINDINGS OF FACT

s Duke is ensaged in the business of developing, generating,
transmitting, distributing, =and selling electric power and energy to the
general pubhlic within a broad area of piedmont North Carolina. Duke has its
principal office and place of business in Charlotte, North Carolina.

2. Duke is a public utility corporation organized and existing under the
Jaws of the State of North Carolina and is subject to the jurisdietion of this
Commission. Duke 1is lawfully before this Commission based upon its
application for a general increase in its‘North Carolina retail rates and
charges pursuant to the jurisdiction and authority conferred upon the
Commission by the Public Utilities Act. i

3. The test period for purposes of this proceeding is the 12-month period
ended Decemder 31, 1981,. ad justed for certain xnown changes based upon
circumstances and events occurring up to the time of the eclose of the
hearings in this docket.

4, By its application the Company sought rates to produce Jurisdictional
revenues of $1,559,605,000 based upon a test year ending December 31, 1981.
Company-contended revenues under present rates were $1, 39“ 328,000 thereby
necessitating an increase of $165,277,000. By supplemental testimony, the
Company seeks rates to produce revenues of $1,599,348,000, an increase of
$205,020,000 over Company-contended revenues under present rates. Considering
that vrates have been changed due to fuel changes since the Company ’s
application was filed, the revenue level being sought herein is an increase of
approximately $197,012,000 over rates currently in effect.

5. The overall quality of electric service provided by Duke to its North
Carolina retail customers is good.

6. The summer coincident peak method as discussed herein is the most
appropriate method for making jurisdictional allocations and for making fully
distributed cost allocations between customer classes in this proceeding.
Consequently, each finding of fact appearing in this Order which deals with
the overall 1level of rate base, revenues, and expenses for North Carolina
retail service has been determined based upon the summer coincident peak
allocation method.

7. The summer/winter peak and average method and the summer/winter peak
and base method for making juPisdictional allocations and for making fully
distributed cost allocations between customer classes should be carefully
considered for use in the Company’s next general rate case.

8, It is fair and reéasonable to allow the Company to recover its
investment in its cancelled Perkins nuclear' generating unit over a five-year
perlod without the inclusion of the unamortized balance of that investment in
rate hase.
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9., It is fair and Treasonable to accord Duke’s North Carolina retail
ratepayers the benefit of the North Carolina retail portion of the profit
which Duke realized during the test year upon the sale of an interest in its
Catawba generating unit No. 1.

10. The prices which Duke has been paying for coal purchased from its
affiliated Eastover coal mines are unreasonably high and the adjustment to
Duke’s fuel costs as provided for herein is necessary and appropriate in order
that Duke’s North Carolina retail ratepayers should not bear any unreasonable
costs related to Duke’s purchases of Eastover coal.

11, The use of a normalized test period generation mix in determining a
reasonable fuel cost is appropriate in this proceeding.

12, 1t would be inappropriate to include the average annual
"undercollection” of fuel costs in the base fuel component in this proceeding
as Duke advocated.

13. The fuel cost component which is appropriate for use in this
proceeding, determined pursuant to the provisions of G.S. 62-133 and
G.S. 62-133.2, is 1.3964¢/%XWh including gross receipts tax. The fuel expense
represented by said [ 21 cost component is 3$419,005,000 for North Carolina
retail service.

14, The amount which should properly be allowed as Duke’s North Carolina
retall working capital allowance for coal inventory is $96,969,000.

15. The reasonable allowance for total working capital for Duke’s North
Carolina retail operations is $189,063,000.

16. The reasonable rate base used and useful in providing service to the
public within the State of North Carolina including construction work in
progress pursuant to G.S. 62-133(b)(1), as recently amended, is
$2,512,548,000. This consists of electric plant in service of $3,264,995,000,
net nuclear fuel of $43,767,000, construction work in progress of
$275,868,000, and an allowance for working capital of $189,063,000, less
accumulated depreciation of $998,133,000, accumulated deferred income taxes of
$263,793,000, and operating reserves of $9,220,000.

17. Appropriate gross revenues for Duke for the test year, under present
rates and after accounting and pro forma adjustments, are $1,408,035,000.

18. The reasonable level of test yvear operating revenue deductions for the
Company after normalized and pro forma adjustments is $1,141,561,000, which
includes $113,198,000 for actual investment currently consumed through
reasonable actual depreciation and/or amortization.

19. The exchange of debt for equity capital finally consummated by the
Company in March 1982 increases the cost of capital, without increasing the
capital available to support rate base and fund the Company’s construction
Yuriget . Because the transaction increases the cost of capital, without
providing equivalent offsetting benefits to ratepayers, the gain attributable
to the exchange will be reclassified on the Company books as a deferred credit
and amortized in equal amounts as a reduction to the cost of service over a
10-vear period.
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20. The reasonable capital structure to be employed as a basis for setting
rates in this proceeding is composed as follows:

Ttem Percent
Long-term debt 47,00%
Preferred stock 13.00%
Common equity 40, 00%

Total 100.00%

Consistent with this eapital structure, the embedded cost of debt and
preferred stock are 9.91% and 8.61%, respectively.

?1. The overall rate of return to be applied to the Company’s original cost
rate base is 11.98%. Said amount allows Duke a reasonable opportunity to
achieve a 15.5% return on its common equity capital. Such rate of return will
enable Duke, by sound management, to produce a fair return for its
shareholders, to maintain its facilities and service in accordance with
reasonable requirements of its customers, and to compete in the market for
capital funds on terms which are reasonable and fair to the customers and to
existing investors.

22. The proper amount of construction work in progress to be included in
Duke’s rate base, pursuant to the provisions of G.S. 62-133(b)(1) as recently
amended and applied to this case, is $275,868,000. Inclusion of this amount
in rate base is in the public interest and is necessary to assure the
financial stability of Duke.

23. The annual revenue requirement approved herein is $1,469,738,000. This
is an 1increase of $61,703,000 in Duke’s level of gross revenues under rates
currentlv in effect. Said revenues will allo# Duke a reasonable opportunity
to earn the rate of return on its rate base which the Commission has found
Just and reasonable. The revenue requirement approved herein 1s based upon
the original cost of Duke’s property used and useful in providing service to
its customers, construction work in progress, and its reasonable test year
operating revenues and expenses as previously set forth in these findings of
fact.

24. The Residential Loan Assistance Program of Duke Power Company offers
relativelyv little incentive for customer participation and should be improved.

25. The Residential Load Control Program offered by Duke Power Company is
too narrow in scope and should be improved. Water heater insulation jackets
should be offered by the Company at no charge as an incentive for voluntary
customer participation in the Company’s water heater load control program.

26. An all-energy TOD rate for residential TOD service should be offered on
a limited basis to determine the effectiveness of such a rate.

27. The rate designs, rate schedules, and service rules proposed by the
Company, and the modifications thereto as described herein, are appropriate
and should be adopted.

28. The National Regulatory HResearch Institute (NRRI) 1is performing
valuable work for the state utilities commissions, including this Commission,
and for the regulated utilities by providing research and technical assistance
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and educational programs. There is a need for the member states of the
National Association of Regulatory Utility Commissioners to establish
regularized funding for the NRRI to ensure that this Institute can continue
it work despite the certain loss of federal funding. It is reasonable and
appropriate for Duke to contribute to the funding of the Institute.

29. The studies to determine the cost justification for the experimental
SSI rate are inconclusive, and the matter should be pursued further by the
full Commission in Nocket No. E-100, Sub 43.

30. Water heater insulation jackets should be included in Duke’s low
income assistance program on a systemwide basis.

NOTE: Due to a shortage of space the FEvidence and Conclusions to these
Findinzs of Fact may be found in the official files in the office of
the Chief Clerx.

IT IS, THEREFORE, ORDERED as follows:

1. That Duke Power Company shall adjust its electric rates and charges in
a manner so as to produce an annual level of revenue no greater than
$1,469,738,000 from its North Carolina retail customers based upon the
Commission’s adjusted test year level of operations. Said amount represents
an increase of $61,703,000 above the 1level of revenue that would have
resulted from rates currently in effect based upon the test year level of
operations. Said increase shall be effective for service rendered on and
after the date of this Order.

2. That within five (5) working days after the date of this Order, Duke
Power Company shall file with this Commission rate schedules designed tc
produce the level of revenue set forth in Ordering Paragraph No. 1 above in
accordance with the guidelines set forth in Appendix A attached hereto.

3. That Duke Power Company shall give appropriate public notice of the
rate increase approved herein by mailing a copy of the notice attached aereto
as Appendix B by first-class mail to each of its North Carolina retail
customers during the next normal billing cycle following the Ffiling and
acceptance of the rate schedules approved in Ordering Paragraph No. 2.

4, That Duke Power Company shall prepare cost allocation studies for
presentation with its next general rate application which allocate production
plant based on the following methodologies: (1) summer/winter peak and base;
and (2) summer/winter peak and average. Both jurisdictional and fully
distributed cost allocation studies shall be made using each method, and the
studies shall be included in items 31 and 37, respectively, of Form E-1 of the
minimum filing requirements for general rate applications.

5. That Duke Power Company shall prepare cost allocation studies for
presentation with its next general rate application which show the demand,
energy, and customer components assigned to each rate schedule based on the
following methodologies: (1) summer/winter peak and base; and (2)
summer/winter peak and average. Production plant (and production
plant-related expenses) which are allocated by kWh energy shall be ineluded
with the energy-related component of each rate achedule in the studies, and
the studies shall be included in item 37d of Form E-1 of the minimum filing
requirements for general rate applications.
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6. That Duke Power Company shall file with the Commission, instead of the
annual cost-of-service studies currently being filed, annual cost-of-service
studies based on the summer/winter peak and average method and the
summer/winter peak and base method as described herein. 1In consideration of
the voluminous nature of sald studies, the Company shall file six (6) complete
copies of said studies instead of the number of copies currently being filed.

7. That Duke Power Company shall, as a part of its next general rate
applicaticn, take the steps necessary to move the rate of return for each rate
schedule closer to the North Carolina retail rate of return and that said
rates of return shall include the combined rate of return for: (1) rate
Schedules T, T2, and T2X, and (2) rate Schedules R (w/o qualifying water
heater) and R (w/ qualifying water heater).

8. That Duke Power Company shall present a proposal with its next general
rate application for merging closed rate Schedule RA with Schedule R over a
period of time.

9. That Duke Power Company shall amend its service regulations concerning
extra facilities by revising paragraph 11d (5) of Leaf L to read: "The
installed cost of extra facilities shall be the original cost of material
used, including spare equipment, if any, plus applicable labor,
transportation, stores, tax, engineering, and general expense, all estimated
if not known."

10. That Duke Power Company shall submit for the Commission’s consideration
within 90 days after the date of this Order a proposal for a revised
residential loan assistance program under which: (1) Duke will make direct
loans to residential customers at 6% interest; (2) Duke will subsidize all but
the first 6% interest on bank loans to residential customers; (3) loans up to
$2,500 will be made to meet Schedule RC insulation standards; (4) loans up to
$500 will be made to any residential customer; and (5) loans must be utilized
for specific types of weatherization in an Order of priority based on relative
cost-effectiveness.

11. That Duke Power Company shall sudmit for the Commission’s consideration
within 90 days after the date of this Order a proposal for a revised
residential load control program under which: (1) Duke will make load control
available systemwide at least by 1987 as discussed herein; (2) Duke will offer
cyeling load control as discussed herein, or a combination of cycling plus
emergency load control, to all residential customers; and {3) Duke will offer
water heater insulation jackets at no charge to customers who contract for
load control.

12, That within 30 days after the date of this Order, Duke Power Company
shall file with this Commission a rate schedule for residential TOD service
containing the following features as discussed more fully herein:
(1) all-energy type TOD rate available to the first 200 residential customers
to volunteer for the rate; (2) the same on-peak/off-peak hours as the
Company s other TOD rates; (3) a 4 to 1 ratio of on-peak energy charges to
off-peakenergy charges; (4) a basic customer charge reflecting use of a
typical two-part meter {(i.e., without demand indicator or remote control);
(5) revenue neutrality with non-TOD residential rates, considering pro jected
peak demand savings for the TOD rates; (6) the availability of said TOD rate
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publicized in the same manner as the other TOD rates are publicized; and
(7) said rate available without remote control metering.

13. That huke Power Company shall file with the Commission within six
months of the date of this Order a full progress report on the Company’s low
income weatherization program.

14. That any motions heretofore filed in this proceeding and not
previously ruled upon are hereby denied.

15. That Duke Power Company is authorized to contribute to the National
Regulatory Research Tnstitute in a manner and in an amount consistent with the
funding formula of said Institute.

16. That Duke Power Company shall reclassify the gain realized from the
debt/equity swap finally consummated during the first quarter of 1982 in the
amount of approximately $45,889,000 from the proprietary capital section of
its balance sheet to Account 253 -~ Other Deferred Credits. Further, Duke
Power Compar/ shall amortize said gain from Account 253 in equal annual
amounts over a 10-year period by debiting Account 253 and crediting Account
930 - Miscellaneous General Expenses, To the extent, if any, the foregoing
accounting treatment is inconsistent with the NARUC Uniform System of Accounts
for Class A and B Electric Utilities adopted by this Commission and prescribed
by this Commission for use by Duke Power Company, said accounting treatment is
hereby specifically authorized and approved.

17. That Duke Power Company shall not charge as an operating revenue
deduction or otherwise reflect in reporting its earnings from utility
operations, other than on a pro forma basis, any price paid for coal from its
Eastover Properties greater than a price equal to the highest price paid for
comparable quality coal under long-term contract from nonaffiliated suppliers;
provided, however, that the price of said coal charged as an operating revenue
deduction shall not exceed the cost of production plus a reasonable return on
Duke Power Company’s equity investment in its Eastover Properties in the event
that future production costs and capital costs are less than the highest price
paid for comparable quality coal under long-term contract from nonaffiliated
suppliers, Further, Duke Power Company shall place in a nonearning deferred
account the difference between the cost of coal acquired from Eastover and the
highest price paid for comparable quality coal under 1long-term contract
acquired from nonaffiliated suppliers. 1In determining the cost of production
of coal from its Eastover Properties, Duke Power Company shall include
amortization of any amounts recorded in the aforementioned deferred account;
provided, however, that the total costs of Eastover coal associated therewith
do nat exceed the hightest price paid for coal of comparable quality under
long-term contract from nonaffiliated suppliers. The Commission considers a
reasonable return on Duke Power Company’s equity investment in its Eastover
Properties to be a return no greater than the equity return last found fair by
this Commission in establishing the 1level of Duke Power Company’s North
Carolina retail electric rates. Further, Duke Power Company shall file with
the Chief Clerk of the Commission a quarterly report (10 copies required)
setting forth by month the total number of tons of coal purchased from its
Eastover Properties, the BTU content thereof and the price paid per ton and
the price paid per BTU for said coal purchased from its Eastover Properties.
Such report shall also clearly reflect the highest price per ton and per BTU
paid for comparable quality coal under long-term contract from nonaffiliated



184
ELECTRICITY

suppliers. Further, said report shall clearly reflect on an individual basis
all transactions affecting the aforementioned deferred account during said
reporting period, including beginning and ending balances of said account.
Workpavers (five copies required) setting forth 5;; calculations relating to
the foregoing data shall be provided. Said report shall be filed no later
than 60 days from the last day of the quarter for which the data is being
reported. The first report shall be for the Uth quarter of 1982.

ISSUED BY ORDER OF THE COMMISSION.
This the 1st day of November 1982,
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk

APPENDIX A
DOCKET NO. E-7, SUB 338
GUIDELINES FOR DESIGN OF RATE SCHEDULES

Step 1: Determine the amount of rate schedule revenues and other
revenues, respectively, which are necessary to produce the overall revenue
requirement established by the Commission in this proceeding.

Step 2: Decrease the rate schedule revenues proposed by the Company to
the level necessary to produce the total rate schedule revenues determined in
Step 1, as follows:

(a) Decrease ,the revenue requirement for each rate schedule by the
same percentage, exceptbas described in (b) below.

(b} Hold the revenue requirement for all lighting schedules at the
level proposed by the Company.

Step 3: Reduce the individual prices in a given rate schedule by the same
percentage to reflect the decrease in revenue requirement for the rate
schedule as determined in Step 2, except as follows:

(a) Hold the basic customer charge for each residential rate
schedule at the present rate level.

(b) Hold the basic customer charge for each nonresidential rate
schedule at the level proposed by the Company.

(c) Hold the first block (0-350 kWh) of the residential rate
schedules at the level proposed by the Company.

(d) Hold the third block f(over 1,300 kWh) of residential rate
Schedules R (w/0 qualifying water heater), RA, and RC at the
level proposed by the Company until" the second block (350-1,300
X¥h) is reduced to. the present rate level.

(e) Do not reduce the second block (350-1,300 kWh) of residential
rate Schedules R (w/o gualifying water heater), RA, and RC below
the present rate level.
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(f) Hold the second block (350-1,300 kWh) of residential rate
Schedule R (w/ qualifying water heater) at the level proposed
by the Company until the third block - summer (over 1,300 kWh)
is reduced to the level of said second dlock.

{(g) Hold the third block - winter (over 1,300 kWh) of residential
rate Schedules RA and RC at the level proposed by the Company
until the summer/winter rate differentials are reduced to the
present rate levels.

(h) Hold the third block - winter (over 1,300 k¥h) of residential
rate Schedule R at the level proposed by the Company until the
summer/winter rate differential is reduced to 0.45¢ per kWhj.

(i) Reduce the revenue requirement for each section (i.e., three
sections, or load factor ranges, per rate schedule) of
nonresidential rate Schedules G, GA, GB, I, and IP by the same
percentage in order to maintain the current ratio of revenue
recovery between sections.

(j) Hold the last block (second or third block) of each section
(i.e., three sections) of nonresidential rate Schedules G, GA,
GB, T, and IP at the level proposed by the Company until the
next to last block is reduced to the level of said last block.

(k) Reduce prices in the TOD rate schedules in such a manner that
they will remain basically revenue neutral with comparable
non-TOD rate schedules, considering projected peak-demand
savings for the TOD rates.

(1) Hold miscellaneous service charges and extra charges at the same
level proposed by the Company, except for revision to the

extra facilities charge specifically described in this Order.

Step U: Round off individual prices to the extent necessary for
administrative efficiency, provided said rounded off prices do not produce
revenues which exceed the overall revenue requirement established by the
Commission in this proceeding.

APPENDIX B
DOCKET NO. E-7, SUS 338
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Duke Power Company for an )
Ad justment in Its Rates and Charges Applicable ) NOTICE TO CUSTOMERS
to Electric Service in North Carolina )

The North Carolina Utilities Commission today, after several months of
investigation and following three weeks of hearings held throughout the State,
denied Duke’s request for an increase of $197 million over rates currently in
effect while approving an increase of $61.7 million. The Company in its
apolication for rate relief filed with the Commission on March 31, 1982, had
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proposed an increased level of rates that would have produced increased annual
revenues of $165.3 million over the level of rates then in effect, However,
due to legislative amendment of certain utility laws which prompted the
Company to subsequently increase the level of fuel cost initially requested
and due to the difference in the fuel factor in effect at March 31, 1982, and
that now in effect the increase being sought when compared to rates currently
in effect is $197 million. The rate increase allowed by the Commission equates
to an increase of 4.38% over rates now in effect as compared to an increase of
13.99% which would have resulted had the Company’s full rate increase request
been approved.

The Commission estimates that the bill of a typical residential customer
using 1,000 kWh per month and presently paying approximately $56.26 per month
will increase to approximately $58.72 per month. However, the percentage
increase will vary for different levels of usage.

In allowing the 4.38% increase, the Commission found that the approved
rates would provide Duke, under efficient management, an opportunity to earn
an approximate 11.98% rate of return on the original cost of its property. In
its application, Duke had sought rates which would allow it to earn a 12.36%
rate of return.

Among the more controversial issues addressed by the Commission in its
Order was the level of construction work in progress to be included 1in rate
base. The 1982 North Carolina General Assembly amended the rate-making
statute to eliminate mandatory inclusion of CWIP in rate base. This amendment
provided that CWIP “may be included (in rate base), to the extent the
Commission considers such inclusion in the public interest and necessary to
the financial stability of the utility in question." In this case, Duke sought
to include $317.1 million of CWIP in rate base, but the Commission found that
only $275.9 million was Jjustified as being in the public interest and
necessary to Duke’s financial stability. The Commission’s decision resulted
in the exclusion of $41.2 million in CWIP from rate base and decreased the
Company ‘s revenue requirement by $8.4 million.

Another issue addressed by the Commission was the level of salaries paid to
Duke’s executive officers. The Commission ruled that the Company’s customers
should be required to pay only one-half of all salaries paid Duke.’s executive
officers who earn in excess of $150,000 per year.

The Commission also in addressing the propriety of the transfer prices
Duke pays for coal acquired from its wholly owned subsidiary’s coal mines
ruled that such prices are unreasonably high and that Duke's North Carolina
retail ratepayers should not e required to bear any portion of that cost
found to be unreasonable. Accordingly, the Commission reduced the Company’s
revenue increase request by $6.7 million dollars so as to prevent the
collection of this excess cost from the Company’s customers.

The 1982 General AssSembly amended the statutes governing fuel cost
ad justment procedures. As a result, electric rates should exhibit 1less
fluctuation due to changes in fuel costs than they have in recent years. The
fuel component established in this proceeding is anticipated to remain in
effect for approximately 12 months or until the Company’s next general rate
proceeding.
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In another area, the Commission directed that steps be taken to improve
customer participation in the Company’s conservation and load management
programs. An experimental program was established to determine the effect of
residential time-of-day rates which exclude demand charges and which exclude
meters subject to remote control equipment. The Company was directed to
submit proposals for improvements in its residential loan program and also
proposals for acceleration of its program for control of residential water
heaters and air conditioners.

Finally, the Commission required that steps be taken to move toward more
uniform rates per kWh for all levels of usage within each class of customers.
The rate revisions seek to eliminate declining block rates and multiple rate
blocks where the rates are not cost justified.

DOCKET NO. E-13, SUB 35
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Nantahala Power and Light Company for ) ORDER INCREASING
Authority to Adjust and Increase Its Electric Rates ) RATES AND
and Charges ) REQUIRING REFUND

HEARD IN: Swain County Courthouse, Bryson City, North Carolina, on
September 16, 1981, and The Commission Hearing Room, Dobbs
Building, 430 North Salisbury Street, Raleigh, North Carolina
27602, on February 23, 24, 25, and 26, 1982, and March 2, 3, i, 5,
9, 10, 11, and 12, 1982

BEFORE: Commissioner Sarah Lindsay Tate, Presiding; and Commissioners
A. Hartwell Campbell and Douglas P. Leary

APPEARANCES:
For Nantahala Power and Light Company:

Robert C. Howison, Jr., James E. Tucker, and William Matthews,
Hunton & Williams, Suite 400, Branch Banking and Trust Building,
P.0. Box 109, Raleigh, MNorth Carolina 27602

For Aluminum Company of American and Tapoco, Inc.:

Ronald D. Jones, David R. Poe, and Dennis P. Harkawik, LeBoeuf,
Lamb, Leiby & McRae, 140 Broadway, New York, New York 10005

For Cherokee, Graham, Jackson, and Swain counties, North Carolina; the
towns of Andrews, Bryson City, Dillsboro, Robbinsville, and Sylva, North
Carolina; The Tribal Council of the Eastern Band of Cherokee Indians; and
Henry J. Truett:

William T. Crisp and Robert B. Schwentker, Crisp, Davis, Schwentker
and Page, P.0. Box 751, Raleigh, North Carolina 27602
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For the Using and Consuming Public:

Richard L. Griffin, Assistant -Attorney General, P.0. Box 629,
Raleigh, North Carclina 27602

Thomas K. Austin and Karen Long, Staff Attorneys, Public Staff -
North Carolina Utilities Commission, P.0. Box 991, Raleigh, North
Carolina 27602

BY THE PANFL: On December 31, 1980 Nantahala Power and Light Company
(Applicant, the Company, or Nantahala) filed. an application with the
fommission seeking to increase its rates and charges for retail electric
service in North Carolina effective February 1, 1981. The proposed increase in
rates and charges was designed to produce approximately $2,147,853 of
additional revenues for Nantahala’s North Carolina retail operations based
upon the test year level of operations. On .January 18, 1981, the Commission
issued an Order designating this proceeding to be a general rate case,
pursuant to G.S. 62-137, and suspending Nantahala‘s application for .a period
of 270 days, pursuant to G.S. 67 -134.

On January 16, 1981, the Public Staff and the Attorney Gereral moved to
dismiss the application, or, in the subordinate alternative, to defer hearing
the case and to join Nantahala’s parent company, Aluminum Company of America
(Alcoa), and Nantahala’s affiliate, Tapoco, Inc. (Tapoco), as parties to the
proceeding. The Public Staff and the Attorney General argued that Nantahala’s
application was deficient in that it did not include "roll-in" data which, in
the view of the moving parties, was required by the Supreme Court’s decision
in State ex rel. Utilities Commission v. .Edmisten, 299 N.C. 432 (1980).
Answers were filed by Nantahala, Alcoa, and Tapoco on February 6, 1981. On
March 13, 1981, the Commission issued an Order entitled "Ruling on Motions and
Scheduling Hearings," in which it denied the motions to dismiss or join
additional parties but ordered Nantahala to submit data and testimony in this
docket on the issue of utilizing a rolled-in c¢ost of service treating
Nantahala and Tapco as a single system for rate-making purposes. In that
Order, the Commission stated:

"Upon analysis of the Supreme Court‘s decision, the current status
of Docket No. E~13, Subs 29 and 35, and the contentions of the
parties, the Commission concludes that a roll-in determination is
required in Docket No. E-13, Sub 35 independently and irrespective
of whether such a determination is required in Docket No. E-13,
Sud 29, Because the test period in Docket No. E-13, Sud 29 was for
the year ending December 31, 1975, and the test period in the
current case is for the year ending December 31, 1979, and because
NDocket No. E-13, Sub 29 involves a rate base determined on fair
value, and the current case involves a rate base to be determined on
original cost, the Commission believes the factual and 1legal
framework of the two cases is such that a roll-in determination in
the remanded case is not necessarily dispositive of whether a roll-
in determination is required in the current case. Whether a roll-in
i1s beneficial is a question of fact that may vary as the facts of
each case change, and thus it would not appear that a finding in the
remand case will necessarily determine that outcome in the new
case, Accordingly, the Commission concludes that Nantahala‘s
application is defective for failure to include roll-in data, and
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that if the Commission were to proceed to hearing in this case
without requiring Nantahala to file roll-in information, it would be
violating the Supreme Court’s mandate which controls both the
remanded case and the new case."

On March 23, 1981, all of the Intervenors in this docket at that time filed
their Motion to Reconsider the Joinder of Alcoa and Tapoco as Parties and
Exceptions to Rulings on Motions and Scheduled Hearings.

On April 10, 1981, the Public Staff filed a Renewal of Motion to Dismiss,
Alternative Motion to Continue Hearing and Extend the Time to File Testimony.

Oon April 13, 1981, Exceptions were filed by Nantahala to Portions of
Rulings on Motions and Scheduled Hearings.

On April 14, 1981, Nantahala filed its Response to Renewal of Motion to
Dismiss; Alternative Motion to Continue Hearing and Extend the Time to File
Testimony.

On April 29, 1981, the Commission issued an Order Rescheduling Hearings to
Begin on September 15, and Extending Time for Filing Testimony and Giving
Notice.

On May 19, 1981, the Commission issued an Order changing the hearing dates
to begin in Bryson City on Wednesdav, September 16, 1981, for the purpose of
receiving testimony from public witnesses. The hearing was held in Bryson
City as scheduled and public witnesses were heard.

On July 13, 1981, the Commission issued an Order referring the hearing in
this docket to this panel of Commissioners.

On July 16, 1981, the Commission issued an Order Joining Alcoa and Tapoco
as Parties to theses proceedings. Also on July 16, 1981, Nantahala filed a
notice of undertaking pursuant to G.S. 62-135 of suspended rates. Nantahala
also filed a Petition to Delay the Effective Date of Commission Order of
March 13, 1981, Tolling or Suspending of Time Periods.

On July 21, 1981, an Errata Order was issued to show the correct date for
the hearings to begin. On July 22, 1981, Response of Intervenors to the
Notice and Petition filed by Nantahala on July 16, 1981, was filed and motion
was made to require Tapoco and Aleoa to join in Nantahala’s undertaking as
signatory parties or guarantors.

On July 28, 1981, Order Allowing Rates to be Collected Pursuant to
G.S. 62-135 was issued by the Commission.

On July 31, 1981, Petition to Intervene was filed by Derol Crisp and
allowed by Commission Order of August 12, 1981.

On July 31, 1981, and on August 3, 1981, Errata Orders were issued by the
Commission to correct several errors in the Order issued on July 28, 1981,
allowing rates to be collected pursuant to G.S. 62-135.

On July 31, 1981, Tapoco and Alecoa filed Statements of Exceptions, Request
for Reconsideration, and Request for Clarification of the Commission Order
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joining them as parties to this proceeding, 2and Order was issued on
September 4, 1981, denying the Motions.

On August 12, 1981, Nantahala filed Undertaking to Refund.

Motion to Cancel or Limit Scope of Hearing was filed with the Comm;ssion on
August 20, 1981, by Nantahala, and an Order Limiting Scope of Hearings of
September 18, 1981, was issued by the Commission on August 31, 1981.

On September 4, 1981, Tapoco and Alcoa filed a Motion for Scheduling
Additional Hearings and for Permission to File Testimony.

on September 4, 1981, Nantahala filed a Motion Regarding Membership of
Hearing Panel, and Order Overruling Motion for Different Panel was issued
September 15, 1981.

On September 8, 1981, MNantahala filed a Motion for Continuance of hearing
in this proceeding. By Order of September 15, 1981, Nantahala’s Motion for
Continuance of the hearings scheduled to begin September 22, 1981, save that
being held on September 16, 1981, in Bryson City, was allowed and continuance
granted to February 23, 1982. The Order further extended the 270-day
period for a period of 154 days upon Nantahala’s waiver of its right to object
to such extension.

On September 9, 1981, Intervenors to this proceeding filed Response to
Nantahala“’s Motion to Challenge the Panel.

On September 11, 1981, Intervenors filed Response to (1) Tapoco’s and
Alcoa’s Motion to Bifurcate Hearings and (2) Nantahala’s Motion for
Continuance which had been filed on September 2, 1981. By Order of
September 16, 1981, the Motion by Alcoa and Tapoco to bifurcate the hearings
into two phases was denied.

On September 18, 1981, Petitions to Intervene were filed by the town of
Bryson City and the county of Swain and allowed by Commission Order of
October 5, 1981.

On September 23, 1981, Nantahala filed Exceptions to the Order Overruling
Motion for Different Panel.

On October 5, 1981, Exceptions were filed by Tapoco and Alcoa to the Order
Overruling Motion for Different Panel.

On DecemYer 17, 1981, the Commission issued its Order Fixing Time for Alcoa
and Tapoco to File Testimony on or before January 22, 1982.

Oon December 18, 1981, Alcoa and Tapoco filed Motion for Clarification;
Motion to Suspend Schedule; Reservation of Federal Rights, and a Supplement to
said Motions was filed on December 22, 1981. 1Intervenors filed their Response
to said Motion on January 4, 1982. By Order issued on January 21, 1982, the
Commission denied the Motion for Clarification except as set out therein;
denied the Respondent ‘s Motion for Continuance and ordered that the Panel take
judicial notice of the Commission Orders in Docket No. E-13, Sub 29, including
the September 2, 1981, Order and the Final Order when issued.
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On January 6, 1982, Nantahala filed Reservations of Federal Rights.

On January 7, 1982, Alcoa and Tapoco filed Motion to Compel Response to
Data Request, to which Intervenors filed their response on January 20, 1982.

On January 22, 1982, Tapoco filed Motion to Dismiss, Alternative Motion for
a Bill of Particulars, and Statement on Nonfiling to which Intervenors filed
their Response on January 29, 1982. On February 8, 1982, Order was issued by
the Commission denying Motion to Dismiss and Motion for Bill of Particulars.

On .January 29, 1982, Alcoa filed Statement of Position and Reservation of
Rights.

On February 11, 1982, the Intervenors filed a Motion to Strike the
Testimony and Exhibits of witnesses Little and Toof.

On FRebruary 19, 1982, the Complainants in Docket No. E-13, Sub 36, filed
for leave to withdraw their complaint against Nantahala, Alcoa, and Tapoco.
This Complaint had been filed with the Commission on January 16, 1981, and had
been consolidated for hearing with Docket No. E-13, Sub 35, by Order issued on
September 4, 1981. Defendants had twice moved for dismissal of this action.
On February 22, 1982, an Order allowing withdrawal of the complaint was
issued. On February 24, 1982, this Order was modified to the extent that the
complaint was dismissed with prejudice.

The proceeding first came on for hearing in Bryson City, North Carolina, on
September 16, 1981, at which time the following public witnesses testified in
support of the Intervenors: Virginia Gribble, Marie Leatherwood, Charles S.
Slagle, Derol Crisp (an Intervenor), Frank Young, Barbara Eberly, Alfred
Lindsey, Eugene McMonigle, Pauline Styles, Ray Wright, Robert Fouts, Tom
UUnderwood, Jeanne Shannon, Spencer Clark, Victor E. Shannon, Howard Patton,
Harold L. Gershenoff, Elizabeth Dewees, Veronica Nicholas, Vance Fouts, James
Cogeins, Nell R. Rogers, Edward J. Skelley, Ruth Littlejohn, William G. Davis,
Gladys Griffin, Helen Kirkland, Lucy Riley, Emaline Cucumber, Stacy Saunooke,
Fred W. Bumgarner, Mary Alice Greer, Karl Nicholas, Sue Cypher, H. P.
Browning, Helen Jacobs, Rose Greer, Katy Brady, James B. Childress, Ramona
Eddy, Gene Stamey, Ted Farmer, Carrol E. White, Dale Nations, and Mary Lou
Byrd. Witnesses Crisp, Wright, Leatherwood, and V. Nicholas identified
several exhibits some of which were admitted into evidence. Witness Veronica
Nicholas, a County Commissioner of Jackson County, testified again in Raleigh
at the renewal of the proceedings and again identified exhibits which were
admitted into evidence.

The resumed proceedings came on for hearing as scheduled on February 23,
1982, Previously, on January 22, 1982, Tapoco had filed a motion to dismiss
wherein, in the alternative, Tapoco said that if the motion were not granted,
Tapoco would not file testimony in the proceeding. On February 8, 1982, an
Order issued which denied Tapoco’s motion. Tapoco did not prefile testimony
and upon the coming on of the case for hearing, counsel for Alcoa announced
that Tapoco would not participate in the hearing. However, during the course
of the hearing, counsel for Alcoa announced that he was also appearing in
behalf of Tapoco for certain purposes and made motions in behalf of Tapoco.

On the afternoon of February 23 and continuing through February 2U4-26,
March 2-5, and March 9-12, 1982, the Commission held hearings as to which
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witnesses listed below testified (due to scheduling problems witnesses did not
testify in the order 1listed below). The subject of their testimonies is
summarized as follows:

For Nantahala: (1) N. Edward Tucker, Jr., Vice President of Rates and
Research of Nantahala, an electrical engineer who testified as to certain
adjustments to the 1979 book revenue and expenses, the 1979 book and the
proposed rate of return, the proposed Purchased Power Adjustment, the
methodology used for allocating revenues, expenses and rate base, the results
of allocation studies, and the design of the proposed retail rate schedules;
(2) William M. Jontz, President of Nantahala, an electrical engineer, who
testified as to Nantahala’s service areas, the custower growth in usage of
electrical energy increase in original cost of electric plant in service since
the last rate increase, the increase in operation and maintenance expenses,
the need for rate increase, and Nantahala“s ability to obtain debt financing
and additional capitalj (3) Stuart G. McDaniel, Senior Vice President of
Associated Utility Service, Inc., who testified as to rate base, operating
revenues and expenses, overall rate of return on present and proposed rates
for Nantahala as a stand alone .company, and on a rolled-in basis with Tapoco,
Tnc.y (U4) Herbert J. Vander Veen, a principal in the Washington Utility Group
of Ernst & Whinney, who testified as to a rolled-in cost of service for a
single unified Nantahala-Tapoco public utility system which would supply the
full -electrical requirements for the Alcoa smelting and fabricating load in
eastern Tennessee and the public load in the five-county service area in
western North Carolina and the reasons why he did not think any type of
roll-in was appropriate; and (5) Joseph F. Brennan, President of Associated
ytility Services, Inc., who testified as to the fair rate of return which
Nantahala should be afforded an opportunity to earn on its rates for retail
electric service in North Carolina.

For the several intervenors: (1) Curtis Toms, Jr., Supervisor Accounting
Division - Communications Section, Public Staff, who testified as to the
revenues, expenses, and 1investment of Nantahala, of Nantahala on a total
company rolled-in basis, of Tapoco on a total company rolled-in basis, and of
Nantahala and Tapoco on .a rolled-in basis as if the two companies were one
entity: (2) Dr. Robert Weiss, economist in the Economic Research Division -of
the Public Staff, who testified as to a proper overall fair rate of return for
Nantahala to earn on its North Carolina retail operations and a proper capital
structure with regard to common equity, long-term debt, and preferred stock;
(3) David A. Springs, head of the power supply planning and power systems
planning section of Southern Engineering Company of Georgia, who testified as
to his review and analysis of materials filed in the proceeding and in other
proceedings, including various contrasts between and among Nantahala, Tapoco,
Alcoa, and TVA, as to a recommendation for appropriate capacity and energy
allocation factors under a rolled-in allocation of cost responsibility of the
Nantahala-Tapoco system, as to a recommendation for separation of utility
costs and revenues from nonutility costs and revenues, and in opposition to
some of the testimony of witnesses for Nantahala, Tapoco, or Alcoa; and
(4) J. Bertram Solomon, electric rate consultant with Southern Engineering
Company of Georgia, who testified as to the results of the Intervenor’s
combined Nantahala-Tapoco allocation cost-of-service study.

For Nantahala: Joseph F. Brennan, who had previously testified,. testified
in opposition to the capital structure of Dr. Weiss which had included
preferred stock.
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For Alcoa: (1) John C. Romano, Utilities Engineer, Electric Division,
Public Staff, who identified his prefiled testimony and exhibits which had
been withdrawn prior to commencement of the hearing: (2) Bruce Barstow, Vice
President for Public Relations and Advertising of Alcoa, who testified as to
Alcoa’s position with regard to its wholly owned subsidiary, Nantahala;
(3) George J. Myers, Power Manager of Alcoa’s Tennessee operations and
President of Tapoco, who testified as to Tapoco’s physiecal plant and
operations and to the scope of regulation of federal agencies having
jurisdiction over Tapoco; (L) Dr. David I. Toof, manager in the Washington
Utility Group of Ernst & Whinney, who testified as to the concerns expressed
by the North Carolina Utilities Commission that Nantahala’s relationship with
Alcoa has had an adverse impact on Nantahala’s ratepayers, including how a
revenue requirement model was defined and developed, based on specific
assumptions which were used to produce alternative scenarios involving
Nantahala’s operations; (5) John M. Little, partner in Ernst & Whinney and
member of the Washington Utility Group, who testified as to the Supreme
Court’s concern that Nantahala’s relationship with Alcoa has had an adverse
impact on Nantahala’s ratepayers and explained the results of studies
conducted by himself and Dr. Toof which analyzed the impact that Alcoa has
had on Nantahala and its ratepayers from 1940 to 1980; (6) Dr. William J.
Leininger, employee of Ernst & Whinney and co-director of the Washington
Utility Group, who testified as to how Nantahala‘’s New Fontana Agreement
entitlements fit its load, to show the rate advantage to Nantahala’s customers
compared to other retail rates in North Carolina and Tennessee and to show
that Alcoa’s total power cost is greater than the total power cost to
Nantahala where total power cost equals the sum of the generation plus
purchased power; (7) B. S. Cockrell, employed by Alcoa as Operating Manager-
Power, who testified as to the development of Alcoa’s Tennessee operations
and as to Nantahala‘’s and Tapoco’s, and as to why, in his opinion, Tapoco came
out second best in the New Fontana arrangements and that Alcoa is subsidizing
Nantahala’s ratepayers; and (8) Herbert J. Vander Veen, who had previously
testified, testified in opposition for applying a roll-in methodology for
ratemaking and in rebuttal to the testimony of Intervenor witness Springs.

For Nantahala: (1) Herbert J. Edwards, Jr., Senior Vice President, Ebasco
Business Consulting Company, who testified in rebuttal to Intervenor’s
witnesses Springs’ and Soloman’s allocation methodology; (2) Jeff M. Makholm,
a Staff Econometrician employed by Associated Utility Services, Inc., who
testified in rebuttal to Intervenor’s witness Weiss’ statistical analysis and
to review his analysis and conclusions concerning the relationship between
common equity ratio and total capitalization for electric wutilities; and
(3) N. Edward Tucker, who had previously testified, testified as to
Nantahala“s operations under the Fontana, New Fontana, and 1971 Apportionment
Agreements and in opposition to Intervenor witness Springs” allocation
methodology.

In addition to the testimony of the witnesses, virtually every witness
sponsored one or more supporting exhibits.

Upon the close of testimony by witnesses for the Intervenors, Tapoco made
an appearance in the case. Alcoa and Tapoco moved for dismissal of that
portion of the case relating to the roll-in methodology. The motion was
disallowed.
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Following the close of the hearings, the parties were requested to file
briefs and proposed Findings of Fact and Conclusions of Law within 30 days of
filing of the last transcript of testimony. The parties did file briefs and
proposed orders in apt time.

Upon consideration of the testimony and exhibits presented at the hearing
and the entire record in this docket, the Commission makes the following

FINDINGS OF FACT

1. Nantahala is a duly organized public utility company under the laws of
North Carolina, subject to the Jjurisdiction of this Commission, and is holding
a franchise to furnish electric power in the western part of the state of
North Carolina under rates and service regulated by this Commission as
provided in Chapter 62 of the General Statutes.

2, Tapoco is a duly organized public utility and is domesticated as such
under the laws of North Carolina. It is subject to the jurisdiction of this
Commission with respect to its retail rates and electric service as provided
in Chapter 62 of the General Statutes.

3. Both Mantahala and Tapoco are wholly owned subsidiaries of Alcoa.
Alcoa is a public utility pursuant to G.S. 62-3(23)c and is subject to the
Jjurisdiction of this Commission with respect to retail ratemaking.

4, The Nantahala and Tapoco electric facilities constitute a single,
integrated electric system and are operated as .such by, and as a coordinated
part of, the Tennessee Valley Authority (TVA) system.

5. TFor purposes of setting the Applicant’s rates in this proceeding, the
Nantahala and Tapoco systems should be treated as one entity with respect to
all matters affecting the determination of the Applicant’s reasonable cost of
service applicable to its North Carolina retail operations.

6. The New Fontana Agreement (NFA), executed by TVA, Alcoa, Nantahala, and
Tapoco, and the resultant 1971 Apportionment Agreement between Tapoco and
Nantahala have resulted in substantial benefits to Alcoa to the significant
detriment of the customers of Nantahala.

7. The methodology employed by the Intervenors in making cost-of-service
allocations is the most appropriate for use in this proceeding. Consequently,
each finding of fact appearing in this Order which deals with the proper level
of rate base, revenuéé, and expenses has been determined based upon said
methodology.

8. Nantahala-Tapoco’s original cost of electric plant is $21,955,280,
consisting of electric plant in service of $50,161,648; construction work in
progress of $371,262; reduced by the accumulated provision for depreciation of
$25,539,709; accumulated deferred income taxes of $2,973,551; and
accumulated deferred investment tax credit (pre-1971) of $64,370.

9. The reasonable allowance for working capital is $1,035,212, consisting
of cash working capital of $625,057, materials and supplies of $497,389, FERC
license expense of $48,076, unamortized maintenance of $56,607, less customer
deposits of $191,917.
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10. Nantahala-~Tapoco’s original allocated cost rate base is $22,990,492.
This amount consists of net original cost of electric plant of $21,955,280,
plus a reasonable allowance for working capital of $1,035,212.

11. The approximate gross revenues from electric operations for the test
year, after accounting and pro forma adjustments, under rates approved by
Commission Order of June 14, 1977, are $17,882,589 and after giving effect to
the Company proposed increase is $20,030,442 ($17,882,589 + $2,147,853).

12. The approximate 1level of test year operating expenses under rates
approved by Commission Order of June 14, 1977, after accounting and pro forma
ad justments, including taxes and interest on customer deposits, is $13,976, 104
which includes an amount of 81,547,242 for actual 1investment currently
consumed through reasonable actual depreciation after annualization to year-
end levels.

13. The reasonable capital structure to be employed as a basis for setting
rates in this proceeding is composed as follows:

Debt 49.3%
Equity 50.7%
Total 100.0%

14, The proper cost for debt and preferred stock is 8.46%. The reasonable
rate of return Nantahala should be allowed %O earn on common equity is 16.5%.
Using a weighted average for the —cost of debt and common equity, with
reference to the reasonable capital structure heretofore determined, yields an
overall fair rate of return of 12.54% to be applied to the Company’s original
cost rate base. Such rate of return will enable Nantahala, by sound
management, to produce a fair return for its shareholder, 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 terms which are
reasonable and fair to the customers and to its existing investor.

15. The approximate annual level of revenues which Nantahala should be
authorized to collect through rates charged for its sales of service, based
upon the findings of fact set forth hereinabove, is $15,735,791.

16, The rates and charges of Nantahala, based upon the adjusted test year
level of operations, under rates approved by Commission Order of June 14,
1977, are excessive to the extent that said rates produce a level of revenue
which is $2,146,798 ($17,882,589 - $15,735,791) greater than the Applicant’s
revenue requirement (cost of service). Thus, Nantahala should be required to
reduce said rates and charges in a manner so as to achieve an annual gross
revenue reduction of approximately $2,146,798, based upon the adjusted test
year level of operations.

17. Nantahala should be required to refund to its North Carolina retail
customers all revenue collected since September 3, 1981, under the rates
approved by Commission Order issued June 14, 1977, and proposed rates put into
effect August 1,1981, to the extent that said rates produced revenue in excess
of the rates approved herein. Said refund shall include revenues collected
under the Company’s base rate structure as well as through operation of the
Purchased Power Adjustment Formula plus interest computed and compounded at
the legal annual rate.
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SCHEDULE I
NANTAHALA - TAPOCO COMBINED SYSTEM
North Carolina Retail Operations
STATEMENT OF OPERATING INCOME
Twelve Months Ended December 31, 1979

Present Decrease Approved
Rates Required Rates
Operating Revenues: $17,882,589 $ 2,146,798 15,735,791
Operating Revenue Deductions:
Purchased power 1,907,827 - 1,907,827
Other operation and maintenance 6,188,583 - 6,188,583
Depreciation and amortization 1,547,242 - 1,547,242
- Taxes - other than income 1,520,644 128,808 1,391,836
Income taxes - State and Federal 2,690,322 993,658 1,696,664
Deferred - - ~
Deferred in
prior year (65,584) - (65,584)
Investment tax credit
normalized 238,031 - 238,031
Amortization of
investment tax
credit (50,961) - (50,961)
Total operating revenue
deductions 13,976, 104 1,122,466 12,853,638

Operating income for return $ 3,906,485 § 1,024,332

$ 2,882,153
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SCHEDULE II
NANTAHALA-TAPOCO COMBINED SYSTEM
North Carolina Retail Operations

STATEMENT OF RATE BASE AND RETURN
Twelve Months Ended December 31, 1979

197

After
Approved Approved
Rates Rates
Investment in Elechpic Plant
Electric plant in service $50,161,648 $50,161,648
Construction work in progress 371,262 371,262
Accumulated provision for depreciation (25,539,709) (25,539,709)
Accumulated deferred income taxes (2,973,551) (2,973,551)
Accumulated deferred investment tax
credit - pre-1981 (64,370) (64,370)
Net original cost of electric plant 21,955,280 21,955,280
Allowance for Working Capital
Cash working capital 625,057 625,057
Materials and supplies 497,389 497,389
FERC license adjustment 48,076 48,076
Unamortized maintenance 56,607 56,607
Customer deposits (191,917) (191,917)
Total allowance for working capital 1,035,212 1,035,212
Original Cost Rate Base $22,990,492 $22,990, 492
Rate of return 16.99% 12.5u¢




198
ELECTRICITY

SCHEDULE IIY
NANTAHALA - TAPOCO COMBINED SYSTEM
North Carolina Retail Operations
STATEMENT OF CAPITALIZATION AND RELATED COSTS
Twelve Months Ended December 31, 1979

Original Bmbedded Net
Cost Ratio Cost Operating
Rate Base 2 % Income

Present Rates - Original Cost Rate Base

Long-term debt $11,334,313 49,3 8.46 ¢ 958,883
Common stock 11,656,179 50.7 25.29 2,947,602
Total $22,990,492 100.00 - $3,906,485

Approved Rates ~ Original Cost Rate Base

Long-term debt $11,334,313 49.3 8.46 $ 958,883
Common equity 11,656,179 50.7 16.50 1,923,270
Total $22,990,492 100.00 = $2,882,153

18. The Applicant should base all residential customer’s billings on
monthly meter readings.

19. The Applicant’s Purchased Power Adjustment Clause should be formulated
so as to permit the Applicant to recover from its North Carolina retail
customers 26.56% of the total demand-related purchased power costs and 26.06%
of the total energy-related purchased power costs attributable to
Nantahala/Tapoco in the future. Applicant should also refund recoveries it
has made from its North Carolina retail customers via its Purchased Power
Adjustment Clause to the extent such recoveries exceeded 26.56% of the total
demand-related purchased power cost and 26.06% of the total energy-related
purchased power cost attributable to Nantahala/Tapoco during the test period.
The Applicant should also list the Purchased Power Adjustment as a separate
item on each billing.

20. Alcoa has so dominated certain transactions and agreements affecting
its wholly owned subsidiary Nantahala that Nantahala has been left but an
empty shell, unable to act in its own self interest, let alone in the interest
of its public utility customers in North Carolina. Therefore, this Commission
is compelled to find that, to the extent Nantahala is financially unable to
make the revenue refunds required in this Order, Alcoa shall refund all or any
portion of the aforementioned revenue refunds that Nantahala 1s financially
unable to make.

21. Nantahala’s proposed rate design and service rules are reasonable and
appropriate as modified herein.
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NOTE: Due to a shortage of space the Evidence and Conclusions to these
Findings of Fact may be found in the official files in the office of the Chief
Clerk.

IT IS, THEREFORE, ORDERED as follows:

1. That the appropriate annual level of revenues which Nantahala 1is hereby
authorized to collect for rates charged for its sales of service, based upon
the adjusted test year of operations, is $15,735,791.

2. That the rates and charges of Nantahala, based upon the adjusted test
year of operations, under rates approved by Commission Order of June 14, 1977,
are excessive to the extent that said rates produce a level of revenue which
is $2,146,798 ($17,882,589 - $15,735,791) greater than the Applicant’s
revenue requirement (cost of service). The June 14, 1977, rates having been
replaced by the Applicant with new rates under bond effective August 1, 1981,
said-rates are additionally excessive to the extent of their increase in the
amount of $2,147,853 annually. Thus, Nantahala is hereby ordered to reduce
said rates and charges by a uniform percentage across all rate schedules and
charges in a manner so as to achieve an annual gross revenue reduction in the
August 1, 1981, rates of approximately $4,294,651, based upon the adjusted
test year level of operations.

3. That Nantahala is hereby ordered to refund to its North Carolina retail
customers all revenue collected under the rates placed into effect on
August 1, 1981, to the extent that said rates produced revenue in excess of
the level of rates approved herein. Said refund shall include excess revenues
collected under the Company’s base rate structure as well as through operation
of the Purchased Power AdJjustment Clause calculated in a manner consistent
with the findings and conclusions set forth herein plus interest computed and
compounded at the legal annual rate.

® 4. That Nantahala. shall file for Commission approval within 10 working
days of the issuance date of this Order rates designed in accordance with the
foregoing Ordering Paragraphs. Such rates shall include a Purchased Power
Ad justment Clause formulated in a manner consistent with the Commission’s
findings and conclusions as set forth under Evidence and Conclusions for
Finding of Fact No. 19.

5. That Nantahala shall begin calculating monthly bills for all
residential customers based on monthly meter readings within 90 days after the
date of this Order, said 90-day period being the time allowed for acquiring
and training the additional staff and equipment necessary to implement such
monthly meter readings.

6. That Nantahala shall file for Commission approval within 30 days from
the issuance date of this Order its plan for making the refunds as required
herein. Further, Nantahala, at such time, shall file 10 copies of its
calculation of the total amount of refund due including 10 copies of all
detailed work papers assoclated therewith.

7. That, to the extent Nantahala is financially unable to make revenue
refunds required under Ordering Paragraph No. 3 above, Alcoa shall refund all
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or any portion of the aforementioned revenue refunds that Nantahala 1is
financially unable to make.

ISSUED BY ORDER OF THE COMMISSION.
This the 8th day of June 1982,
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk

#NOTE: Please refer to the official files in the office of the Chief Clerk
for Errata Order dated June 9, 1982,

NOTE: Please refer to the official files in the Office of the Chief Clerk or
in the Seventieth Report of the North Carolina Utilities Commission Orders and
Decisions for Appendix A.

DOCKET NO. E-22, SUB 265
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION
In the Matter of
Application by Virginia Electric and Power Company ) ORDER GRANTING
for Authority to AdJjust and Increase Its Electric ) PARTIAL INCREASE
Rates and Charges ) IN RATES

HEARD IN: Meeting Room, Municipal Building - Police Department, Ahoskie,
North Carolina, on Monday, June T, 1982, at 7:00 p.m.

Knob Creek Recreation Center, Elizabeth City, North Carolina, on
Tuesday, June 8, 1982, at 6:00 p.m.

Williamston City Hall, Williamston, North Carolina, on Wednesday,
June 9, 1982, at T:00 p.m.

Roanoke Rapids Community Center, Roanoke Rapids, North Carolina, on
Thursday, June 10, 1982, at 7:00 p.m.

The Commission Hearing Room, Second Floor, Dobbs Building,
430 North Salisbury Street, Raleigh, North Carolina, on June 15-17,
June 22-25, and June 29-30, 1982

BEFORE: Chairman Robert K. Koger, Presiding; and Commissioners A. Hartwell
Campbell and John W. Winters

APPEARANCES:
For the Applicant:
Robert C. Howison, Jr., Edward S. Finley, Jr., and Edgar M. Roach,
Jr., Hunton & Williams, Attorneys at Law, P.0O. Box 109, Raleigh,
North Carolina 27602

Guy T. Tripp, III, Hunton & Williams, Attorneys at Law, P.O.
Box 1535, Richmond, Virginia 23212
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For the Using and Consuming Public:

Theodore C. Brown, Jr., Acting Chief Counsel, Paul L. Lassiter,
Staff Attorney, and Gisele L. Rankin, Staff Attorney, Public Staff-
North Carolina Utilities Commission, P.O. Box 991, Dobbs Building,
430 North Salisbury Street, Raleigh, North Carolina 27602

For the North Carolina Textile Manufacturers Association:

Jerry B. Fruitt, Eller and Fruitt, Attorneys at Law, P.O.
Drawer 27705, Raleigh, North Carolina 27705

For Weyerhaeuser Co., Champion International, Abbott Laboratories and
Schlage Lock Co.

John N. Fountain and Ralph McDonald, Bajiley, Dixon, Wooten,
McDonald & Fountain, Attorneys at Law, P.0. Box 2246, Raleigh,
North Carolina 27602

BY THE COMMISSION: On January 25, 1982, Virginia Electric and Power
Company (Vepco or Company) filed an application with the North Carolina
Utilities Commission seeking authority to adjust and increase its rates and
charges for electric service to its North Carolina retail customers, to become
effective on February 25, 1982. The requested increase in rates and charges
was designed to produce $20,400,000 of additional annual revenues from the
Company “s North Carolina customers and was based on a test period consisting
ofathe 12 months ended June 30, 1981, with estimated updates through March 31,
1982.

By Order issued on February 15, 1982, the Commission, being of the opinion
that the increase in rates and charges proposed by Vepco was a matter
affecting the public interest, declared the application to be a general rate
case pursuant to G.S. 62-137; suspended the proposed rate increase for a
period of 270 days; set the matter for hearing before the Commission beginning
on June 7, 1982; required Vepco to give notice of such hearing by newspaper
publication and by appropriate bill inserts; established the test period to be
used in the proceeding; and required protests or interventions to be filed in
accordance with the Commission Rules and Regulations.

Notice of Intervention in this docket was given by the Public Staff on
March 1, 1982. The Intervention of the Public Staff is deemed recognized
pursuant to Rule R1-19(e) of the Commission Rules and Regulations.

On March 15, 1982, the Kudzu Alliance filed Petition to Intervene. An
Order allowing the intervention of the Kudzu Alliance was entered on March 19,
1982. On April 2, 1982, the North Carolina Textile Manufacturers Association
filed a Petition to Intervene and Protest the proposed rate increase. An
Order allowing the intervention of the North Carolina Textile Manufacturers
Association was entered on April 8, 1982. On May 24, 1982, Abbott
Laboratories, Champion International Corporation, Schlage Lock Company, and
Weyerhaeuser Corporation filed Petitions to Intervene. An Order 2llowing
these interventions was entered by the Commission on June 1, 1982.
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On April 6, 1982, the Public Staff filed a motion requesting the Commission
to prevent Vepco from updating its test year from June 30, 1981, to March 31,
1982. On April 16, 1982, the Commission issued an Order setting the Public
Staff’s motion for oral argument on April 19, 1982.

The oral argument was held as scheduled on April 19, 1982, The Public
Staff and the Textile Manufacturers argued that Vepco should not be allowed to
update its test year from June 30, 1981, to March 31, 1982, and that to allow
such an update would violate the Intervenors’ right to due process of law.
The Company argued that it should be allowed to make appropriate updates
pursuant to Commission Rules and G.S. 62-133(e).

After careful consideration and due deliberation, the Commission issued an
Order on April 22, 1982, permitting VYepco to update its application pursuant
to G.S. 62-133(c) for all known changes in costs, revenues, and rate base only
through December 31, 1981. Further, the Commission ordered Vepco, in
conformity with the provisions of Commission Rule R1-17(b) and (ec), to file
data related to any proposed material 'significant updates reflecting actual
changes in costs, revenues, and rate base based upon circumstances and events
occurring up to the time the hearing in this matter is closed.

Between the time of the Commission’s setting this matter for hearing and
the actual beginning of public hearings, several motions were filed by various
parties concerning discovery, extensions of time to file testimony, and other
procedural matters. Such motions and the Commission Orders entered in
response thereto are reflected in the Chief Clerk’s official files in this

proceeding.

Out-of-town hearings were conducted by the Commission for the purpose of
receiving testimony from members of the using and consuming public with regard
to Vepco’s proposed rate increase. The first such hearing was held in
Ahoskie, North Carolina, at 7:00 p.m., on June 7, 1982; the second in
Elizabeth City, North Carolina, at 6:00 p.m., on June 8, 1982; the third in
Williamston, North Carolina, at 7:00 p.m., on June 9, 1982; the fourth in
Roanoke Rapids, North Carolina, at 7:00 p.m., on June 10, 1982; and the fifth
hearing beginning in Raleigh, North Carolina, at 10:00 a.m., on June 15, 1982.

Public witnesses at these hearings included the following persons:
Ahoskie -~ Edward H. Wilson, Jr.

Elizabeth City - Joe Mathias and James Ferebee

Williamston - Allison Clark

Roanoke Rapids - Grova L. Bridgers, J. R. Daniel, John Wiley,
Jewel Glover, Dennis Parnell and Keith Dobbins.

The matter came on for hearing in the Commission Hearing Room, Dobbs
Building, 430 North Salisbury Street, Raleigh, North Carolina, on June 15,
1982, at 10:00 a.m. Vepco offered the testimony and exhibits of the following
witnesses: Willlam W. Berry, President and Chief Operating Officer of Vepco;
Jack H. Ferguson, Executive Vice President of Vepco; B. D. Johnson, Vice
President and Controller of Vepco; O. J. Peterson, III, Vice President and
Treasurer and Chief Financial Officer. of Vepco; Irene M. Moszer, Manager of
Forecasting and Economic Analysis for Vepco; Tyndall L. Baucom, Manager-Fossil
and Hydro Operations and Maintenance for Vepcoj; Henry H. Dunstan, Jr.,
Manager-Cost Analysis for Vepco: and Howard M. Wilson, Jr., Manager-Rates for
Vepco.



203
ELECTRICITY

The Publie Staff offered testimony and exhibits of the following witnesses:
Timothy J. Carrere, Engineer with the Public Staff’s Electric bivision; Thomas
S. Lam, Engineer with the Public Staff’s Electric Division; Richard N. Smith,
Jr., Engineer with the Public Staff’s Electric Division; Benjamin Turner, Jr.,
Engineer with the Public Staff’s Electric Division; William W. Winters,
Supervisor of the Electric Section of the Public Staff’s Accounting Division;
and Dr. Richard G. Stevie, Director of the Economic Research Division of the
Pudlic Staff.

Vepco presented the following rebuttal witnesses: James P. Carney,
Director-Economic Analysis Division of Vepco; J. H. Ferguson, Executive Vice
President-Power of Vepco; O. J. Peterson, TII, Vice President and Treasurer
and Chief Financial Officer of Vepco; and B. D. Johnson, Vice President and
Controller of Vepco.

The Intervenor, Champion International Corporation, offered the testimony
and exhibits of Richard A. Luoma, Assistant Production Manager at Champion’s
plant at Roanoke Rapids.

During the hearing, Donald R. Hoover, Chief Accountant of the Commission
Staff of the North Carolina Utilities Commission, took the' stand and
recommended that the Commission allow the Company an opportunity to
participate in the funding of the National Regulatory Research Institute.

At the close of the hearing, the Company requested that it be granted an
increase of $14,674,000 based on the Company’s March 31, 1982, updates and
reduction in fuel expenses.

Based upon the foregoing, the testimony and exhibits admitted at the
hearing, and the entire files and records in this docket, the Commission now
reaches the following

FINDINGS OF FACT

1. That Vepco 1is engaged in the business of developing, generating,
transmitting, distributing, and selling electric power and energy to the
general public in northeastern North Carolina, and Vepco has its principal
office and place of business in Richmond, Virginia.

2. That Vepco is duly organized as a public utility company under the laws
of North Carolina and is subject to the jurisdiction of this Commission.
Vepco is lawfully before this Commission based upon its application for a
general increase in its North Carolina retail rates and charges, pursuant to
the Jjurisdiction and authority conferred upon the Commission by the Public
Utilities Act.

3. That the test period for purposes of this proceeding is the 12-month
period ended June 30, 1981, adjusted for certain changes and updates through
Mareh 31, 1982. Vepco, by its application, 1is seeking an increase in its
basic rates and charges to its North Carolina retail customers of
approximately 314,674,000 net of its proposed modification in fuel expense.

4. That the overall quality of electric service provided by Vepco to its
North Carolina retail customers is adequate.
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5. That the "average and excess” method proposed by the Company is the
most appropriate method for making Jurisdictional allocations in this
proceeding, and that the "summer/winter peak and average" method as discussed
herein is the most appropriate method for making fully distributed cost
allocations between customer classes in this proceeding. Consequently, each
finding of fact appearing in this Order which deals with the proper level of
overall rate base, revenues, and expenses for North Carolina retail service
has been determined based upon the average and excess allocation methodology.

6. That the reasonable original cost of Vepco’s property used and useful,
or to be used and useful within a reasonable time after the test period, in
providing service rendered to the public within the State of North Carolina,
less that portion of the cost which has been consumed by previous use
recovered by depreciation expense is $195,997,000.

7. That the reasonable allowance for working capital and deferred debits
and credits is $20,07%4,000.

8. That Vepco’s reasonable original cost rate base is $216,071,000. This
amount consists of net utility plant in service and construction work in
progress of $195,997,000, plus a reasonable allowance for working capital and
deferred debits and credits of $20,074.000.

9. That Vepco’s appropriate level of gross revenues for the test yeér rate
of return under present rates and after accounting and pro forma adjustments
is $98,522,000 and after the increase approved herein, it is $102,077,000 for
the period (through October 27, 1982) under rate of return penalty, and
$110,336,000, for the period thereafter.

10. That the reasonable level of test year operating revenue deductions is
$80,079,000, after considering the rate of return penalty, and $79,880,000
before considering the rate of return penalty. This amount includes
$8,373,000 for investment currently consumed through reasonable actual
depreciation on an annual basis.

11. That the capital structure for Vepco which is appropriate for use in
this proceeding is as follows:

Item Percent
Debt 52.03
Preferred stock 11.09
Installments received on
capital stock .09

Common equity
Stock and retained earnings 35.55
Other paid-in equity .43
Total 100.00%

12. That the Company’s embedded costs of debt, preferred stock, and
instaliments received on capital stock are 9.27%, 8.51%, and 8.00%,
respectively. The other paid-in equity portion of the capital structure is at
zero cost. The Company’s fair and reasonable overall cost of .capital is
11.353%, which results in a fair and reasonable rate of return for the
Company ‘s common stockholders of 15.5%
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13. That the rate of return penalty imposed upon Vepco by this Commission
in Docket No. E-22, Sub 257, should remain in effect until October 27, 1982,
and that the overall rate of return found appropriate for this period is
9.398%, which results in a fair and reéasonable rate of return for the
Company “s stockholder’s during the period of 10.00%.

14. That, based upon the foregoing, Vepco should increase its annual level
of gross revenues under present rates by $3,555,000 for the period ending
October 27, 1982, That subsequent to the lifting of the rate of return
penalty on Vepco on October 27, 1982, Vepco should increase its annual level
of gross revenues under test year rates by $11,814,000. These levels of
annual gross revenues will allow the Company a 9.398% overall rate of return
on rate base for the period ending October 27, 1982, and a 11.353% overall
rate of return on rate base for the period subsequent to October 27, 1982.
Such level of returns are found to be fair and reasonable to both the Company
and its ratepayers.

SCHEDULE I
VIRGINIA ELECTRIC AND POWER COMPANY
North Carolina Retail Operations
STATEMENT OF OPERATING INCOME
For the Test Year Ended June 30, 1981

(Adjusted for Known Charges Occurring Subsequent to the End of the Test
Year and After Consideration of Rate of Return Penalty in Effect Through
October 27, 1982)

(000°s Omitted)

After
Present Approved Approved
Rates Increase Increase
Operating Revenues:
Net operating revenues $98,522 $3,555 $102,077
Operating Revenue Deductions:
Operation and maintenance expenses 55,579 9 55,588
Depreciation 8,373 8,313
Amortization of property losses 968 968
Gain or loss on disposition of property () )
Taxes other than income 8,540 213 8,753
Deferred income taxes 4,298 4,298
Current federal and state income taxes 3,437 1,641 5,078
Investment tax credits (1,22%) (1,224)
Interest on customer deposits 34 34
Commitment fees 78 78

Total operating
revenue deductions 80,079 $1 3 ?
Net operating income $18, 443 $1,692 $ 20,135
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SCHEDULE 1

VIRGINIA ELECTRIC AND POWER COMPANY
North Carolina Retail Operations

STATEMENT OF OPERATING INCOME
For the Test Year Ended June 30,

1981

(Adjusted for Known Charges Occurring Subsequent to the End of the Test
Year and Reflecting No Rate of Return Penalty Applicable for Operation After

October 27, 1982.)
(000°s Omitted)

After
Present Approved Approved
Rates Increase Increase
Operating Revenues:
Net operating revenues $98,522 $11,814 $110,336
Operating Revenue Deductions:
Operation and maintenance expenses 55,264 29 55,293
Depreciation 8,373 8,373
Amortization of property losses 968 958
Gain or loss on disposition of property (4) (4)
Taxes other than income 8,540 707 9,247
Deferred income taxes y,u1h 4,014
Current federal and state income taxes 3,437 5,455 8,892
Investment tax credits (1,224) (1,22%)
Interest on customer deposits 34 34
Commitment fees 78 78
Total operating
revenue deductions 79,880 6,191 86,071
Net operating income $18,642 $5,623 $24,265



207
ELECTRICITY

SCHEDULE II
VIRGINIA ELECTRIC AND POWER COMPANY
N. C. Retail Operations
STATEMENT OF RATE BASE AND RATE OF RETURN
For the Test Year Ended June 30, 1981

(Adjusted for Known Changes Occurring Subsequent to the End of the Test Year)

(000"s Omitted)

Item Amount

Investment in Electric Plant
Gross electric plant in service,
including nuclear fuel $257,876
Electric portion of common utility

plant in service 726
Construction work in progress _ 17,377
Total plant investment 75,979
Deduct: Accumulated provision
for depreciation (62,190)
Amortization of nuclear fuel
assemblies, front-end costs (5,595)
Plant investment less accumulated
depreciation and amortization 208, 194
Deduct: Cost-free capital 12,197
Total net investment in electric
plant before working capital
allowance 195,997
Working capital and deferred
debits and credits 20,074

Original cost rate base $216,071
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SCHEDULE TII

VIRGINIA ELECTRIC AND POWER COMPANY

STATEMENT OF CAPITALIZATION AND RELATED COSTS
For the Test Year Ended June 30,

(Ad justed for Known Changes Occurring Subsequent to the End of the Test Year
and After Consideration of Rate of Return Penalty in Effect Through

October 27,

1982)

(000°s Omitted)

Original Embedded Net
Item Ratio Cost Cost Operating
% Rate Base 3 Income
Present Rates
Long-term debt 52.03 $112,422 9.27 $10,422
Preferred stock 11.90 25,712 8.51 2,188
1/
Common equity 35.55 76,813 7.75 5,818=
Subseription received on 1/
capital stock .09 195 8.00 15—
Other paid-in capital 43 929 - -
Total 100.00 $216,071 $18,1443
Approved Rates
Long-term debt 52.03 $112,422 9.27 $10,422
Preferred stock 11.90 25,712 8.51 2,188
Common equity 35.55 76,813 10.00 7,5101/
Subseription received on 1/
capital stock .09 195 8.00 15~
Other paid-in capital .43 929 -
Total 100.00 $216,071 $20,135

1/ After consideration that no return on unamortized cancellation costs

allowed for these items.
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SCHEDULE TIII
VIRGINIA ELECTRIC AND POWER COMPANY
STATEMENT OF CAPITALIZATION AND RELATED COSTS
For the Test Year Ended June 30, 1981

(Adjusted for Known Changes Occurring Subsequent to the End of the Test Year
and Reflecting No Rate of Return Penalty Applicable for Operation After
Octobder 27, 1982)

(000°s Omitted)

Original Enbedded Net
Item Ratio Cost Cost Operating
% Rate Base % Income

Present Rates

Long~-term debt 52.03 $112,422 9.27 $10,422
Preferred stock 11.90 25,712 8.51 2,188
Common equity 35.55 76,813 8.01 6,0171/
Subscription received on Y,
capital stock .09 195 8.00 15~
Other paid-in capital .43 929 -
Total 100.00 $216,071 $18,642

Approved Rates

Long-term debt 52.03 $112,422 9.27 $10,k422
Preferred stock 11.90 25,712 8.51 2,188
1
Common equity 35.55 76,813 15.50 11,6“0—/
Subseription received on 17
capital stock .09 195 8.00 15—
Other paid-in capital 43 929 -
Total 100.00 $216,071 $24,265

1/ After consideration that no return on unamortized cancellation costs
allowed for these items.

15. That the rate designs, rate schedules, and service rules proposed by
the Company, and the modifications thereto, as described herein, are
appropriate and should- be adopted.

16. That the National Regulatory Research Institute (NRRI) is performing
valuable work for the state utilities commissions, including this Commission,
and for the regulated utilities by providing research and technical assistance

209
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and educational programs. There is a need for the member states of National
Association of Regulatory Commissioners to establish regularized funding for
the NRRI to ensure that the Institute can continue its work despite ‘the
certain loss of federal funding. It is reasonable and appropriate for Vepco
to contribute to the funding of the Institute.

NOTE:. Due to a shortage of space the Evidence and Conclusions to these
Findings of Fact may be found in the official files in the office of the Chief
Clerk.

IT IS, THEREFORE, ORDERED as follows:

1. That Virginla Electric and Power Company be, and hereby is, authorized
to adjust 1its electric rates and charges so as to produce additional
annual revenues from operations of $3,555,000, and that such increase be, and
hereby, is authorized to be adjusted to $11,814,000 after October 27, 1982.

2. That within five (5) days after the date of this Order, Virginia
Electric and Power Company shall file with this Commission rate schedules
designed to produce the increase in revenues set forth in Ordering Paragraph
No. 1 above in accordance with the guidelines set forth in Appendix A attached
hereto.

3. That the tariffs filed in accordance with paragraph 2 above will become
effective for service rendered on or after the issuance of a further Order in
this docket.

4, That Virginla Electric and Power Company shall prepare a study for
presentation with its next' general rate application which will provide the
information necessary to determine the energy-related portion of production
plant (and production plant related expenses) as described herein. Such
information shall include at least the following:

a. For each current nonpeaking unit (i.e., base load, intermediate load,
etc.) determine the difference between (1) the annual cost of capital
for the nonpeaking unit and (2) the annual cost of capital for a
peaking unit with the same capacity and the same years service.

b. For each current nonpeaking unit, determine the difference between
(1) the annual fuel cost for the nonpeaking unit and 225 the annual
fuel cost for a peaking unit with the same kWh production.

The study may exclude units which are so old as to have an insignificant
impact on the current overall investment in production plant (and production
plant related expenses)

5. That Virginia Electric and Power Company shall prepare cost allocation
studies for presentation with its next general rate application which allocate
production plant based on the "summer/winter peak and average" method as
described herein. Both Jjurisdictional and fully distributed cost allocation
studies shall be made using the method, and the studies may be utilized as a
part of items 31 and 37 of Form E-1 of the minimum filing requirements for
general rate applications if appropriate.
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6. That Virginia Electric and Power Company shall prepare cost allocation
studies for presentation with its next general rate application which show the
demand, energy, and customer components assigned to each rate schedule based
on the "“summer/winter peak and average' method as discussed herein.
Production plant {(and production plant related expenses) which are allocated
by kWh energy shall be included with the energy-related component of each rate
schedule in the studies. The studies may be utilized as a part of item 37d of
Form E-1 of the minimum filing requirements for general rate applications if
appropriate.

7. That Virginia Electric and Power Company shall file with the
Commission, instead of the annual cost-~of-service studies specified in the
Commission Order of June 28, 1973, in Docket No. E-22, Sub 141, an annual
cost-of'-service study based on the "summer/winter peak and average" method as
described herein. In consideration of the voluminous nature of said studies,
the Company shall file six complete coples of said studies instead of the 31
copies currently being filed.

8. That Virginia Electric and Power Company shall revise the availability
of Rate Schedule 1W in order to make said Schedule 1W available to controlled
storage space heating as discussed herein.

9. rThat Virginia Electric and Power Compahy shall add an appropriate
description to Rate Schedules SP and 6P specifying how the load factor 1is to
be determined in establishing the eligibility of a customer for either rate
schedule.

10. That Virginia Electric and Power Company shall prepare a study for
presentation with its next general rate application which will show how much
demand-related cost is included in each energy block of the energy charges for
rate Schedules 5 and 6. In order to facilitate a comparison between the
demand cost per kWh in one energy block versus the demand cost per kWh in
another energy block, the study shall also include a billing analysis as
follows:

A. For Schedule 5, show:

1. For customers (billings) whose billing demand is not metered or
is not utilized for billing:

a. Total kW billing demand

b. Total kWh usage in 1st energy block (0-880 KkWh)
c. Total kWh usage in 2nd energy block (800-~3,000% KkHWh)
d. Total kWh usage in 3rd energy block (over 3,000% kWh)

2. For customers (billings) whose billing demand does not exceed
10 kW:

a. Total kW billing demand

b. Total kWh usage in 1st energy block (0-800 KkWh)
c. Total XWh usage in 2nd energy block (800-3,000% XWh)
d. Total kWh usage in 3rd energy block (over 3,000% kWh)

3. For customers (billings) whose billing demand falls between 10
kW and 30 kW:
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a. Total kW billing demand

b. Total kWh wusage in 1st energy block (0-800 kWh)
c. Total kWh usage in 2nd energy block (800-3,000* kWh)
d. Total kWh usage in 3rd energy block (over 3,000% kWh)

4, For customers (billings) whose billing demand exceeds 30 kW:

a. Total kW billing demand

b. Total kWh usage in 1st energy block (0-800 kWh)
c. Total kWh usage in 2nd energy block (800-3,000% kWh)
d. Total kWh usage in 3rd energy block (over 3,000% kWh)

B. For Schedule 6 show:

1. For customers (billings) whose energy usage does not exceed
1,000 kW billing demand:

a. Total kW billing demand
b. Total kWh usage in 1st energy block (0-210,000% kWh)
c. Total kWh usage in 2nd energy block (over 210,000% kWh)

2. For customers (billings) whose energy usage exceeds 1,000 kW
billing demand:

a. Total kW billing demand
b. Total kWh usage in 1st energy block (0-210,000% kWh)
c. Total kWh usage in 2nd energy block (over 210,000% kWh)

C. For both Schedules 5 and 6, show:
1. Energy cost in ¢ per kWh for each energy block.
2. Demand cost in ¢ per kiWh for each energy block.

11« That Virginia Electric and Power Company shall, at the time of its next
general rate application, file proposals and discussions thereof which
accomplish the following:

a. TIncrease winter demand charges for Schedule 7 to the same level as
Schedule 5; and

b. Increase energy charges for Schedule 7 closer to the energy charges
for Schedule 5.

12. That upon approval by the full Commission, Vepco shall be authorized to
contribute no more that $1,940 annually to the National Regulatory Research
Institute.

13. That any motions heretofore filed in this proceeding and not previously
ruled upon are hereby denied.

ISSUED BY ORDER OF THE' COMMISSION.
This the 26th day of August 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk
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APPENDIX A
DOCKET NO. E-22, SUB 265

GUIDELINES FOR DESIGN OF RATE SCHEDULES

Step 1: Determine the amount of rate schedule revenues and other
revenues, respectively, which are necessary to produce the overall revenue
requirement established by the Commission in this proceeding.

Step 2: Reduce the revenue requirement proposed by the Company for each
rate schedule to the level necessary to produce the total rate schedule
revenues determined in Step 1, as follows:

(a)

(b)

The rate of return for each rate schedule shall be within
10%% of the total North Carolina retail rate of return,
based on the "summer/winter peak and average" cost
allocation method.

The rate of return for Schedule 6 shall be no lower than
the rate of return for Schedule 1, based on the
“"summer/winter peak and average" cost allocation method.

Step 3: Reduce the individual prices in a given rate schedule by the
same percentage to reflect the required reduction in revenue requirement for
the rate schedule as determined in Step 2, except as follows:

(a)

(b)

(c)

(D)

(e)

()

Hold the basic customer charge for each rate schedule at
the same 1level proposed by the Company, except
residential Schedules 1, 1P, and 1DF.

Hold the basic customer charge for Schedule 1 at $6.64 as
discussed herein, and révise the basic customer charge for
Schedules 1P and 1DF to appropriate levels reflecting the
$6.64 charge for Schedule 1.

Revise Schedule 1 energy charges to reflect the blocking
and the summer/winter differentials proposed by the Public
Staff herein.

Reduce prices in TOD rate schedules 1P, SP and 6P in such a
manner that they will remain basically revenue neutral with
applicable non~-TOD rate schedules, considering projected
peak demand savings for the TOD rates.

Ad just prices in new Schedule 1DF so that energy charges
for April through October conform to Schedule 1.

Reduce the summer demand charge for Schedule 7 from $4.00
per kW to $3.00 per kW (the same level as Schedule 5) prior
to making any overall reductions in level of prices for the
rate schedule.
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(g) Hold miscellaneous. service charges and RKVA charges at the
same level proposed by Company, except for revision to
extra facilities charge specifically described in this
Order.

Step U Round off individual prices to the extent necessary for
administrative efficiency, provided said rounded off prices do not produce
revenues which exceed the overall revenue requirement established by the
Commission in this proceeding.

DOCKET NO. E-22, SUB 267
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application by Virginia Electric and Power ) ORDER APPROVING
Company for Authority to Adjust its Electric ) ADJUSTMENT OF RATES
Rates and Charges Based Solely Upon Changes ) AND CHARGES PURSUANT
in Cost of Fuel ) TO G.S. 52-134(e)

HEARD IN: Commission Hearing Room 213, Dobbs Building, 430 North Salisbury
Street, Raleigh, North Carolina, on Wednesday, February 27, 1982,
at 9:30 a.m. ’

BEFORE: Commissioner Leigh H. Hammond, Presiding, and Commissioners Sarah
Lindsay Tate and Douglas P. Leary

APPEARANCES:

¢ For the Applicant:

Guy T. Tripp, III, Hunton & Williams, Attorneys at Law, First
Virginia Bank Tower, P. 0. Box 3889, Norfolk, Virginia 23514

Edgar M. Roach, Jr., Hunton & Williams, Attorneys at Law, P. O.

Box 109, Raleigh, North Carblina 27602
For the Public Staff:

Gisele L. Rankin, Staff Attorney, Public Staff - North Carolina
Utilities Commission, P.0. Box 991, Raleigh, North Carolina 27602
For: The Using and Consuming Public

BY THE COMMISSION: On January 25, 1982, Virginia Electric and Power
Company (Vepco) filed an application with the North Carolina Utilities
Commission pursuant to G. S. 62-134(e) and Commission Rule R1-36 requesting
authority to adjust its rates and charges based solely upon the cost of fuel
used in the generation of electric power for the four-month period ended
December 31, 1981, by decreasing the amount included for fuel expenses in the
base retail schedules by 0.486 cents per kilowatt-hour (which includes revenue-
related taxes) for bills rendered during the billing months of April 1982
through July 1982.
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On January 28, 1982, the Commission issued an Order which suspended the
tariff, set the matter for hearing, and required public notice.

On February 10, 1982, the Public Staff filed a "Notice of Intervention" in
this proceeding on behalf of the using and consuming public.

The matter came on for hearing as scheduled on February 17, 1982. Vepco
and the Public Staff were present and represented by counsel. Vepco presented
testimony by the following witnesses: S.A. Hall, 1III, Director -~ Rate
Application; Vernon O. Ragland, Jr., Director of General Accounting Services;
and H. M. Hastings, Jr., Director of 0il and Coal Contracts.

Based upon a careful consideration of the verified application, the
testimony and exhibits received into evidence at the hearing, and the entire
record in this proceeding, the Commission makes the following

FINDINGS OF FACT

1. Virginia Electric and Power Company is a public- utility corporation
organized and existing under the laws of the State of Virginia, which is
authorized to transact business in the State of North Carolina, and which is
subject to the Jjurisdiction of this Commission. Vepco is lawfully before this
Commission based upon an application for adjustment in its rates and charges
prusuant to G.S. 62-134(e).

2. During the four-month period ended December 31, 1981, Vepco’s fuel
generating costs were $0.01677 per kilowatt-hour. In accordance with NCUC
Rule R1-36 and the formula adopted pursuant thereto, the proposed decrease in
rates due solely to the cost of fuel and associated gross receipts taxes would
be $0.00486 per kilowatt-hour for the four billing months of April 1982
through July 1982,

Whereupon, the Commission reaches the following
CONCLUSIONS

A careful consideration of the entire record in this proceeding leads the
Commission to conclude that Vepco should be allowed to adjust its base retail
rates as heretofore approved by the Commission pursuant to an Order entered in
Docket No. E-22, Sub 264, by the reduction of an amount equal to $0.00486 per
kilowatt-hour (which includes revenue-related taxes) effective for bills
rendered during the billing months of April 1982 through July 1982, and for
service rendered on and after the effective date of this Order. The
authorized base fuel cost included in Vepco’s retail rates will then be
$0.01677 per kilowatt-hour, excluding revenue-related taxes.

Accordingly, the Commission concludes that Vepco’s application should be

approved, with the proposed rates becoming effective for bills rendered during
the billing months of April 1982 through July 1982, and for service rendered

on and after the date of this Order.
IT 1S, THEREFORE, ORDERED as follows:
1. That, effective for bills rendered during the billing months of April

1982 through July 1982 and for service rendered on and after the effective
date of this Order, Vepco shall adjust its base retaill rates by the reduction



216
ELECTRICITY

of an amount equal to $0.00486 per kilowatt-hour and shall roll this amount
into each kilowatt-hour block of each rate schedule.

2. That Vepco shall file appropriate rate schedules with the Commission in
conformity with this Order.

ISSUED BY ORDER OF THE COMMISSION.
This the 26th day of February 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk
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DOCKET NO.. E-7, SUB 325
BFFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Anplication by Duke Power Company for Authority ) ORDER
to Sell a Portion of its Catawba Nuclear Station ) AUTHORIZING
t.o Piedmont Municipal Power Agency ) SALE

BY THE COMMISSION: On August 17, 1981, Duke Power Company ("Duke") filed
an application with the North Carolina Utilities Commission for authority to
sell to Piedmont Municipal Power Agency (VPMPA"®) a 25% undivided ownership
interest in Unit 2 of the Catawba MNuclear Station. The application states
that Duke and Piedmont Municipal Power Agency have reached agreement on the
terms and conditions of the sale of a portion of Catawba as contained in the
following: (a) The Purchase, Construction, and Ownership Agreement (the
"Sales ARreement"); (b) The Interconnection Agreement; and (c) The Operation
and Fuel Agreement. Duke contends that the sale by Duke of a portion of
Catawba to PMPA, as set forth above and described in detail in the Agreements,
is in the public interest, for the reason, among others, that the sale will
relieve Duke of the burden to finance that portion of its construction program
associated with Catawba.

By Commission Order dated September 23, 1981, Duke was required to give
public notice of the above-referenced application by means of newspaper
publication once a week for two successive weeks beginning not later than
October 1, 1981, Said Commission Order further provided that unless a
significant number of requests for a public hearing were received within
forty-five (45) days after the date of such Order, the Commission would
proceed to decide the matter without public hearing. To date, the Commission
has received no requests for a public hearing with respect to the application
at 1issue herein. The official Commission file in this docket contains
appropriate affidavits of publication, indicating that Duke has fully complied
with decretal paragraph number 1 of the Commission Order Requiring Notice
entered herein on September 23, 1981.

Rased upon a careful consideration of the verified application and the
pertinent Agreements submitted in conjunction therewith, the Commission now
makes the following

FINDINGS OF FACT

1. Duke Pover Company 18 a public utility corporation organized and
existing under the laws of the State of North Carolina. Duke 1s engaged in
the business of developing, generating, transmitting, distributing and selling
electric power and energy to the general public within the States of North
Carolina and South Carolina and is subject to the jurisdiction of this
Commission,

2. On October 12, 1973, the Public Service Commission of South Carolina
("pPSC" ) issued its Order NO. 17,167 in Docket No. 16,810 in which it granted
to Duke a Certificate to construct a major facility (Catawba Nuclear Station
and Transmission System) as described in Duke’s application dated April 25,
1973, to be located on Lake ilylie in York County, South Carolina.
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3. On August 7, 1975, the Nuclear Regulatory Commission ("NRC") issued to
Duke a Construction Permit authorizing Duke to construct the Catawba Nuclear
Station located on Lake Wylie in York County, South Carolina.

4. The Catawba Nuclear Station 3is a nuclear-fueled electric generation
plant consisting of two units of 1145 MW each and support facilities and is
presently under construction.

5. Environmental Impact Statements and applicable environmental acts and
regulations of the United States and the State of South Carolina were
considered by the PSC in issuing the Certificate to construct Catawba and the
NRC in issuing the Construction Permit for Catawba.

6. On September 18, 1978, this Commission issued an Order in Docket No.
E-7, Sub 195, and Docket MNo. E-~43 in which it approved the sale by Duke to
North Carolina Municipal Power Agency Number 1 (“"Power Agency") of a 75%
undivided ownership interest in Unit 2 and a 37.5% undivided ownership
interest in the support facilities of the Catawba Nuclear Station and in which
it granted to the Power Agency a certificate of public convenience and
necessity For its ownership interest in Catawba., On October 18, 1978, the NRC
issued Amendment No. 1 to Construction Permit No. CPPR-117 to add the Power
Agency as a co-owner of Unit 2 of Catawba and co-applicant of the facility.

7. On December 19, 1980, this Commission issued an Order in Docket No.
BE-7, Sub 303, in which it approved the following sales by Dukxe: a 56.25%
undivided ownership interest in Unit 1 of the Catawba Nuclear Station and a
28,125% undivided ownership interest in the support facilities thereof to
North Carolina Electric Membership Corporation ("NCEMC") and an 18.75%
undivided ownership interest in Catawba Unit 1 and a 9.375% undivided
ownership interest in the support facilities thereof to Saluda River Electric
Cooperative, Inc. ("Saluda River"). On December 23, 1980, the NRC issued
Amendment No. 1 to Construction Permit No. CPPR-116 to add NCEMC and Saluda
River as co-owners of Unit 1 and co-applicants of the facility.

8. Duke and Piedmont Municipal Power Agency have entered into three
Agreements dated August 1, 1980, for the sale of a portion of Catawba to
PMPA. These documents are described as follows:

a. The Purchase, Construction, and Ownership Agreement;
b. The Interconnection Agreecment, and
c. The Operating and Fuel Agreement.

9. The Sales Agreement provides for Duke to sell to PMPA a 25% undivided
ownership interest in Unit 2 of the Catawba Nuclear Station. Duke will
continue to construct Catawba in accordance with the designs, plans, and
specifications contained in the Certificate issued by the PSC and the
Construction Permit issued by the NRC and any amendment and changes authorized
by the NRC. Duke will perform its obligations to construct that portion of
Catawba sold to PMPA at its cost of construction plus a profit. PMPA will
make monthly advances to Duke for this purpose.

Upon closing, Duke proposes that it will credit Account 107, Construction
Work in Progress, for the original cost of the plant sold with an offsetting
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debit of the proceeds to Duke’s General Cash Account, Account 131. The net
difference between the proceeds from the sale and the original cost of the
plant sold will be credited to Non-Operating Other Income, Account 421.1, Gain
on Disposition of Property.

10. The Interconnection Agreement provides for Duke to interconnect its
generation and transmission system with Catawba in order to wuwheel electric
power and energy to the participants of PMPA. Duke will also provide
supplemental and backup services for the supply of all of the electric
requirements of the members of PMPA participating in the Catawba project and
Duke will purchase power and energy from PMPA’s ownership of Catawba as
provided for in said Agreement. The Interconnection Agreement also provides
for a nuclear reliability exchange; first, between the Catawba Units and
second, between Catawba and Duke’s McGuire Nuclear Station.

11. The Operating and Fuel Agreement provides for Duke to operate and
maintain Catawba. Duke will schedule the output and dispatch the Catawba
Units. Duke will also procure the fuel to be.used in Catawba for itself and
PMPA. The services to be performed for Duke on behalf of PMPA will be at cost
plus any applicable fees. PMPA will make monthly advances to Duke for this
purpose.

12. PMPA currently consists of eleven munieipalities located within Duke’s
service area in South Carolina, ten of which are participants in the Catawba
pro ject. (The City of Seneca, although a member of PMPA, has declined to
participate in the Catawba project.) Duke presently supplies all of the
electric power and energy requirements of nine of the participating
municipalities (exceot a small amount supplied from Southeastern Power
Administration) and Duke’s construction program for future generation and
transmission plants includes these municipalities. Without the sale of this
portion of Catawba to PMPA, these nine participating municipalities of PMPA
would continue presumably to be wholesale customers of Duke. The remaining
participant of PMPA, the City of Umnion, is a wholesale customer of Lockhart
Power Company, which itself receives a substantial portion of its power
requirements from Duke.

13. Duke and PMPA have filed with the PSC a joint application seeking
approval for Duke to sell and for transferring the Certificate to construct
Catawba to PMPA to reflect its ownership interest therein.

14, The sale by Duke of a portion of Catawba to PMPA as set forth above and
described in detail 1in the Agreements is in the public interest for the
following reasons:

a. Duke carries on a continuous construction program for expanding its
electric plants to meet the future needs of its customers. During
the period 1981-1983, Duke estimates that the total capital
requirements for its construction will be approximately $1.6
billion. This amount does not include costs related to the
Cherokee Nuclear Station, Unit Nos. 1 and 2 of which have been
delayed indefinitely. The sale of a portion of Catawba to PMPA as
proposed herein will provide Duke with a secure source of capital
for the construction of Catawba.
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b. The sale of a portion of Catawba to PMPA will not expand Duke’s
service obligations because the participating member municipalities
of PMPA (except for the City of Union which is served by Lockhart
Power Company as noted above) would remain wholesale customers of
Duke without suchh sale and with such sale will provide for their
own needs through Catawba and the supplemental and backup services
to be provided by Duke.

c. The proposed sale to PMPA of a portion of Catawba will result in no
significant incease in any environmental impact of the facility, or
a change in the location of all or a portion of the facility;
therefore, additional environmental, finmancial, and other such
studies are unnecessary.

d. Duke’s sale of supplemental and backup services will be on a
compensatory basis as set forth in the Interconnection Agreement.

e, By purchasing ownership interests in Catawba, the member
municipalities of PMPA are helping to ensure a power supply for
their customers in the future. Since these customers are assuming
some of the burden of providing electric generation for their
future needs, the public interest is served.

15. The public convenience and necessity requires the acquisition by PMPA
of the proposed ownership interest in Catawba.

Whereupon, the Commission reaches the following
CONCLUSIONS

The Commission, wupon consideration of the verified application, the
pertinent Agreements made a part thereof, and the foregoing findings of fact,
concludes that the sale proposed herein by Duke to PMPA, being in the public
interest and required by the public convenience and necessity, should be
approved. The Commission further finds and concludes that the proposed joint
ownership of Catawba clearly benefits the customers of both Duke and the
members of PMPA; that such joint ownership will serve to promote adequate,
reliable and economical electric utility service in North Carblina. Finally
the Commission concludes that Duke shall account for the sale by debiting
Account 131 (cash); crediting Account 107 (construction work in progress);
and, crediting Account 253 (other deferred credits) in an amount equal to the
difference between the proceeds from the sale and the original cost of the
plant sold. Further, Duke, the Public Staff and any other interested parties
are hereby called upon to present testimony and/or exhibits in Duke’s next
general rate case setting forth their respective positions with respect to how
the gain from the sale should be treated for ratemaking purposes: i.e., Should
the gain be amortized as a reduction to the cost of service over some, future
period? Should the gain be used to off-set present or future construction
costs? Should the gain be assigned exclusively to the shareholders of the
ComRany? « s W7

IT TS, THEREFORE, ORDERED that Duke Power Company be, and the same is
hereby, authorized to sell a 25% undivided ownership interest in Unit 2 of the
Catawba Nuclear Station to Piedmont Municipal Power Agency on the terms and
conditions set forth in the Agreements dated August 1, 1980, between Duke and
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PMPA. Further, Duke is hereby ordered to account for said sale consistent
with the accounting procedure described hereinabove.

ISSUED BY ORDER OF THE COMMISSION.
This the 11th day of January 1682.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sharon Credle Miller, Deputy Clerk
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DOCKET NO. E-2, SUB 453
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Carolina Power & Light Company - Application for ) ORDER APPROVING
Authority to Issue and Sell Securities ) AMENDMENT OF NUCLEAR
) FUEL TRUST FINANCING

BY THE COMMISSION: This cause comes before the Commission upon an
Application of Carolina Power & Light Company filed under date of May 28,
1982, wherein approval 1is sought to amend certain nuclear fuel trust
financing.

FINDINGS OF FACT

1. The Company is a corporation organized and existing under the laws of
the State of North Carolina, with its principal office at 411 Fayetteville
Street, Raleigh, North Carolina, where it 1is engaged in the business of
generating, transmitting, delivering, and furnishing electricity to the pudblic
for compensation.

2. On February 21, 1979, the Commission issued an Order in Docket No. E-2,
Sub 353, approving a Nuclear Fuel Trust Financing which authorized, jinter
alia, the creation of Carolina Resources Trust to provide up to $50,000,000
for the purpose of financing a portion of the Company’s nuclear fuel
requirements under terms and conditions further described in the Order.

3. On May 18, 1981, the Commission issued an Order in Docket No. E-2,
Sub 419, approving a Nuclear Fuel Trust Financing which authorized, inter
alia, the creation of Carolina Power Fuel Trust to provide up to $50,000,000
for the .purpose of financing a portion of the Company’s nuclear fuel
requirements under terms and conditions further described in the Order.

4. The two fuel trusts are substantially similar in structure and concept.
However, the more recently created Carolina Power Fuel Trust arrangement has
proved to be more teneficial to the Company for the following reasons:

A. The Letter of Credit Fee is 1/2 of 1% under the Carolina Power Fuel
Trust compared to 5/8 of 1% under the Carolina Resources Trust;

B. The marketing efforts of the Dealer, Merrill Lynch Money Markets, Inc.,
and the direct guarantee by the Company of the commerciay paper issued
by Carolina Power Fuel Trust have resulted in a greater market
acceptance of that Trust’s commercial paper, resulting in interest
rates averaging about 18 to 20 basis points below the rates on Carolina
Resources Trust commercial paper; and

C. The Carolina Power Fuel Trust contains an option in Section 10.1(b) of
the Credit Agreement to amend the basic documents to provide additional
protection to purchasers of the Trust’s commercial paper as may be
necessary to maintain the highest commercial paper rating.

The Company has been unsuccessful in its attempts to negotiate all of these
more favorable terms with Security Pacific National Bank, the Credit Bank



223
ELECTRICITY

under the Carolina Resources Trust arrangement . Therefore, subject to the
approval of the North Carolina Utilities Commission and the Public Service
Commission of South Carolina, the Cowmpany proposes to terminate Carolina
Resources Trust and finance $100,000,000 of its nuelear fuel costs through
Carolina Power Fuel Trust.

5. Manufacturers Hanover Trust Company, the Credit Bank under the Carolina
Power Fuel Trust arrangement, has agreed to inecrease its commitment from
$50,000,000 to $100,000,000 under the terms of the original Carolina Power
Fuel Trust, provided that the Letter of Credit Fee on the second $50,000,000
of commercial paper outstanding shall be .57%.

6. The Company believes that this transaction is in the best interest of
the public and of the Company because the financing of the entire $100,000,000
of nuclear fuel by Carolina Power Fuel Trust will produce an annual savings of
approximately $120,000 in commitment fees, interest costs and elimination of
duplicate fees for ratings, trusteeships, and administration of nuclear fuel
trust financing.

T. The Company estimates that it will not incur expenses in excess of
$10,000 with respect to the consummation of this transaction.

CONCLUSIONS

From a review and study of the Application, its supporting data, and the
other information in the Commission’s files, the Commission is of the opinion
and so concludes that the transaction herein proposed:

1. Is for a lawful purpose and is within the corporate purposes of the
Company;

2. 1Is compatible with public interest;

3. Is necessary and appropriate for and consistent with the proper
performance by the Company of its service to the public;

4. Will not impair its ability to perform that service; and
5. 1Is reasonably necessary and appropriate for such purposes.
IT IS, THEREFORE, ORDERED:

1. That Carolina Power & Light Company be, and it hereby is, authorized,
empowered, and permitted under the terms and conditions set forth in the
application to terminate Carolina Resources Trust and to increase the amount
permitted to be financed under the Carolina Power Fuel Trust to $100,000,000
as further described in this Order and in the application, and to execute such
instruments, documents, and agreements as shall be necessary or : jspropriate in
order to effectuate such transaction.

2. That Manufacturers Hanover Trust Company and First Union National Bank
of North Carolina shall not be subject to the Jjurisdiction of this Commission
or be deemed a "public utility" within the meaning of the North Carolina
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Public Utilities Act of 1963, as amended, as a result of entering into the
transaction described hereinabove.

ISSUED BY ORDER OF THE COMMISSION.
This the 17th day of June 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk
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DOCKET NO. E-2, SUB 435
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Carolina Power & Light Company - Expansion of ) ORDER APPROVING EXPANSION
Water Heater Control Program and Modification ) OF WATER HEATER CONTROL
of Residential Service Interruptible Rider ) PROGRAM AND MODIFICATION OF
No. 56D ) RESIDENTIAL INTERRUPTIBLE
) RIDER NO. 56D

BY THE COMMISSION: On December 29, 1981, Carolina Power & Light Company
requested an expansion in its water heater 1load control program into the
Goldsboro, Sanford, Asheville, and Wilmington areas in 1982 and into the
Southern Pines, Jacksonville, and Nashville areas in 1983. The Company also
proposed supplying water heater insulation wrappers at no charge to encourage
participation in the program. The Public Staff concurred in the expansion
program but recommended that the Company install the water heater wrappers at
no charge so as to not diminish the promotional impact of this measure. The
Company was opposed to the proposal of the Public Staff that it be required to
install the water heater wrappers supplied to its participating customers.
Instead, CP&L stated that it would conduct a study in approximately six (6)
months to determine whether or not its customers are actually installing the
water heater wrappers and that if the Company then finds that said wrappers
are not being installed, it will reevaluate this portion of its plan. The
Commission finds CP&L’‘s proposal in this regard to be reasonablé.

The Company proposed deleting the word "interruptible®" from the name of the
applicable rider. The Pubdblic Staff recommended substituting "load control®
for "interruptible" as being more descriptive of the subject of the rider.

The Company proposed a credit of $13.00 per summer month for air
conditioning load control customers with multiple units because units of
larger total KW demand are being interrupted. The Public Staff concurred in
the view that the increased credit, from $10.00 for single units, would
enhance participation in the program.

The Company proposed that the water heater and air conditioner credit not
exceed 35% of the customer’s bill as computed without the credit to prevent
overcompensation for minimal use when a customer is absent a large part of the
month. The Public Staff did not concur with CP&L‘s proposed credit limitation
because it felt that the limitation would impact relatively few customers and
that the negative reaction to such a limitation would outweigh any dollar
advantage to such a limitation. During the Commission’s Staff Conference on
January 25, 1982, the Company stated its position to the Commission with
respect to said issue.

Based on the foregoing, and the record of this proceeding, the Commission
concludes that the expanded water heater load control program is justified to
further reduce CP&L°‘s generation demand and that offering water heater

insulation wrappers and increasing credits for control of multiple air
conditioning units are warranted promotional measures.
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IT 1S, THEREFORE, ORDERED as follows:

1. That the proposed Carolina Power & Light Company expansion of the water
heater control program be, and the same is hereby, approved.

2. That Residential Service Load Control Rider No. 56E attached hereto as
appendix A be, and the same is hereby, approved.

ISSUED BY ORDER OF THE COMMISSION.
This the 29th day.of January 1982,

NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk

APPENDIX A

Carolina Power & Light Company
(North Carolina Only)

RESIDENTIAL SERVICE
LOAD CONTROL RIDER NO 56E

AVATLABILITY

This Rider 1is available in conjunction with all residential service
schedules provided Customer contracts for Company or its representative to
install and operate the necessary control equipment in a location provided by
Customer and suitable to Company in or about the residential dwelling unit, to
interrupt service to each installed, approved electric water heater, and at
the option of the Customer to interrupt service to each installed, approved
central air conditioning unit when controlled in conjunction with an electric
water heater, and to monitor their operation under the provisions of this
Rider. The residence must be owned by Customer, or Customer must provide
Company with the written permission of the owner.

This Rider 1is only available where Company has the necessary communications
equipment installed and where such signal can be satisfactorily received at or
near the electric meter on Customer’s residence.

MONTHLY RATE

The Monthly Rate for bills rendered in the months of July through October
shall be as computed under the provisions of the applicable rate schedule,
less two dollars ($2.00) if water heaters are controlled, or less twelve
dollars ($12.00) if water heaters and air conditioning units are controlled,
during the calendar months of June through September. The monthly rate for
all other months shall be computed under the provisions of the applicable rate
schedule, less two dollars ($2.00) for water heater control. In all months,
the Customer’s bill shall not be less than the Basic Customer Charge.

WATER HEATER INSULATION

The Company will offer to furnish an insulating water heater wrap to
participating water heater control customers at no charge.
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APPROVED WATER HEATER AND CENTRAL AIR CONDITIONING UNIT

An approved water heater is an insulated standard storage type water heater
of not less than U0 gallons rated capacity equipped with either one self-
contained electric heating element or two self-contained non-simultaneous
operating electric heating elements. The wattage rating of each element shall
not exceed 5,500 watts. An approved central air conditioning unit is an
installed central electric air conditioning unit used to cool the residence
through a duct network.

INTERRUPTION

Company shall be allowed, at its discretion, to interrupt service to each
water heater for up to four hours during each day of the calendar year. Such
interruption may be for longer periods of time in the event continuity of
service is threatened. Company shall also be allowed, at its discretion, to
interrupt service to each air conditioning unit for up to four hours per day
during the summer months. Air conditioner interruptions shall be limited to a
total of 60 hours during any one summer season. Company reserves the right
for longer interruption in the event continuity of service is threatened. The
Company reserves the right to test the load control equipment at any time, and
such test periods shall be counted towards the maximum hourly interruption
limit.

EQUIPMENT INSPECTION AND SERVICING

Company or its agents will have the right to ingress and egress the
premises of Customer at all reasonable hours for the purpose of inspecting
Company’s wiring and apparatus; changing, exchanging, or repairing its
property as necessary; or removing its property after termination of service.
If any tampering with Company-owned equipment occurs, Company may adjust the
billing and take other action in accordance with the Rules and Regulations of
the North Carolina Utilities Commission and the laws of the State of North
Carolina as applicable to meter tampering.

DOCKET NO. E-2, SUB 435

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Carolina Power & Light Company - Expansion of ) ERRATA ORDER
Water Heater Control Program and Modification ) CORRECTING ORDER OF
of Residential Service Interruptible Rider No. 56D ) JANUARY 29, 1982

BY THE CHAIRMAN: It has come to the attention of the Chairman that the
Order Approving Expansion of Water Heater Control Program and Modification of
Residential Interruptible Rider No. 56D which was issued in this case on
January 29, 1982, needs a correction made in the Appendix A attached to the
Order.

IT IS, THEREFORE, ORDERED that the paragraph following the heading Monthly
Rate on page 1 of the Appendix A attached to the Commission Order issued in
this docket on January 29, 1982, be corrected to read as follows:
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MONTHLY RATE

The Monthly Rate for bills rendered in the months of July through October
shall be as computed under the provisions of the applicable rate schedule,
less two dollars ($2.00) if water heaters are controlled, or less tuwelve
dollars ($12.00) if water heaters and air conditioning units are controlled,
during the calendar months of June through September. The discount will be
fifteen dollars ($15.00) if water heater(s) and multiple central air
conditioning units are controlled. The monthly rate for all other months
shall be computed under the provisions of the applicable rate schedule, less
two dollars ($2.00) for water heater control. In all months, the Customer’s
bill shall not be less than the Basic Customer Charge.

IT IS FURTHER ORDERED that in all other respects the Order issued
January 29, 1982, shall remain the same.

ISSUED BY ORDER OF THE CHAIRMAN.
This the 2nd day of February 1982.

NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk

DOCKET NO. E-2, SUB 440
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Carolina Power & Light Company for ) ORDER APPROVING CERTAIN
Approval of Accounting Methodology for Certain ) FUEL COSTS ACCOUNTING
Fuel Transactions ) METHODOLOGY

BY THE COMMISSION: On December 17, 1981, Carolina Power & Light Company
(hereinafter referred to as CP&L or the Company) submitted a request for
approval of an accounting treatment for certain fuel transactions. CP&L
stated in its request that the Company has the opportunity from time to time
to participate in fuel transactions that will result in benefits to the
Company, its customers, and shareholders. The Company plans to take advantage
of these opportunities as they become available. The Company requests that
certain gains on such transaction be used to offset deferred costs arising
from the Company’s Leslie Coal mining venture. The Commission Order requiring
CP&L to place the Leslie Coal losses in a deferred account also provided that
any subsequent gains from the Leslie Mine operations would first be applied to
offset such deferred 1losses, and thereafter would be applied to the fuel
charge as lower’' cost coal, to reduce rates. The Company recommends that the
previously described fuel transactions be recorded in said deferred debit
account until the deferred costs associated with the Leslie Mine are
recovered,

In the Commission Conference of January 18, 1982, the Public Staff
recommended that CP&L’°s request for approval of the accounting treatment for
the previously discussed fuel transactions be approved with certain
stipulations. The Public Staff recommended that 1i1f and when CP&L has offset
the total amount of the Leslie deferred costs, any additional gains on such
transactions be passed on to CP&L’s ratepayers in the form of lower fuel
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costs. The Public Staff also recommended that any gains on future uranium
sales not be utilized to off-set Leslie deferred costs but be recognized as
being applicable to partially offset costs associated with the cancellation of
CP&L’s Sharon Harris nuclear units 3 and 4.

After careful veview of the evidence in this regard, the Commission finds
and concludes that the previously described fuel transactions will be
beneficial to the Company, its customers, and shareholders. However, with
respect to the accounting treatment(s) to be accorded the gains expected to be
realized from such transactions, the Commission believes that said accounting
treatment(s) should be considered in the context of a general rate case
proceeding. Therefore, the Commission concludes that the aforementioned gains
should be placed in a deferred account pending final disposition of this
matter. Further, the Commission hereby calls upon the Company and the Public
Staff to present their respective recommendations concerning the proper
accounting treatment to be accorded the aforementioned gains for rate-making
purposes. The recommendations should be presented in the Company’s next
general rate case proceeding in the form of prefiled testimony and/or exhibits
of each Party’s expert witness(es). Additionally, the Commission encourages
other parties to offer their views and recommendations in this regard.

IT IS, THEREFORE, ORDERED as follows:

1. That Carolina Power & Light Company shall account for any gain realized
from the sale of fossil fuel arising from its contract(s) and/or agreement(s)
with Eastern Coal Company, and gains, if any, on future uranium and/or other
nuclear fuel related sales, including that classified in operating and
nonoperating accounts in a manner consistent with the conclusions set forth
hereinabove.

ISSUED BY ORDER OF THE COMMISSION.
This the 9th day of February 1982.
NORTH CAROLINA UTILITIES COMMISSION
(sEaL) Sandra J. Webster, Chief Clerk
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DOCKET NO. A-27
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Alger G. Willis Fishing Camps, Ine., Box 234, )
Davis, North Carolina 28534 - Application for ) RECOMMENDED ORDER
Authority to Transport Passengers ) GRANTING AUTHORITY

HEARD IN: The Auditorium, Munieipal Building, 2202 South 8th Street, Morehead
City, North Carolina, on Friday, May 21, 1982, at 9:00 a.m.

BEFORE: Wilson B. Partin, Jr., Hearing Examiner
APPEARANCES:
For the Applicant:

James W. Thompson, II1I, Bennett, McConkey & Thompson, P.A.,
Attorneys at Law, P. 0. Box 807, Morehead City, North Carolina

28557
For the Using and Consuming Publiec:

Thomas K. Austin, Staff Attorney, Public Staff -~ North Carolina
Utilities Commission, P. 0. Box 991, Raleigh, North Carolina

PARTIN, HEARING EXAMINER: On February 23, 1982, Alger G. Willis Fishing
Camps, Inc., Box 234, Davis, North Carolina, filed an application seeking
authority to engage in the transportation of passengers and their baggage by
boat from Davis, North Carolina, on the western bank of Core Sound to the
western bank of Core Banks and return over the same route.

On April 21, 1982, the Commisson issued an Order assigning the matter for
hearing in Morehead City, North Carolina.

No protests were filed to the application.

The application came on for hearing as scheduled in Morehead City on
Friday, May 21, 1982. The Applicant and the Public Staff were present and
represented by counsel. The Applicant presented the testimony of Alger G.
Willis, Jr., Vice President of the Applicant. No one else offered testimony.

FINDINGS OF FACT

1. Alger G. Willis Fishing Camps, Ine., Davis, North Carolina, seeks
authority to operate as a common carrier of passengers and their baggage from
Davis, North Carolina, across Core Sound to the western banks of Core Banks
and return over the same route.

2. The Applicant has been engaged in the transportation of passengers and
their vehicles and fishing equipment across Core Sound for 25 years.

3. The Applicant will use three vessels which are properly documented with
the United States Coast Guard.
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4. The Applicant has insurance for all three vessels.

5. The Applicant plans to carry fishermen and campers to the National Park
on Core Banks. The Applicant will provide fishing cabins to its passengers.
Docking facilities are available on Core Banks. There is a public demand and
need for this service.

6. The Applicant has assets of $73,500, which consists of equipment, and no
liabilities.

7. The Applicant has obtained the necessary concession permit from the
National Park Service.

CONCLUSIONS

The Applicant is fit, willing, and able to provide the proposed service set
forth in this application. The Applicant 1is solvent and financially able to
furnish adequate service on a continuing basis. Furthermore, the Applicant is
providing a service for which there is a public need and demand. The Examiner
is of the opinion that the authority should be granted.

IT IS, THEREFORE, ORDERED:

1. That the Applicant 1s hereby granted the common carrier authority set
forth in Exhibit B attached to this Order and made a part hereof.

2. That, to the extent it has not already done so, the Applicant shall file
with the Commission, within thirty (30) days after the effective date of this
Order, evidence of the required insurance, a list of equipment, a tariff
schedule of rates and charges, designation of a process agent, and shall
otherwise comply with the rules and regulations of the Commission.

3. That unless the Applicant complies with the requirements set forth in
Ordering Paragraph 2 above and begins operating as herein authorized within
thirty (30) days after the effective date of this Order, unless such time is
extended by the Commission upon written request for such .extension, the
operating authority granted herein will cease.

4, That the Applicant shall maintain its books and records in 'such a manner
that all of the applicable items of information required in its prescribed
Annual Report to the Commission can be wused by the Applicant 1in the
preparation of such Annual Report. A copy of the Annual Report form shall be
furnished to the Applicant upon request made to the Accounting Division,
Public Staff, North Carolina Utilities Commission.

5. That thlis Order shall constitute a certificate until a formal
certificate has been issued and transmitted to the Applicant authorizing the
common carrier transportation described and set forth in Exhibit B attached
hereto.
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6. That the Applicant shall comply with all the rules and regulations of
the United States Coast Guard with regard to the transportation of passengers
for hire,

ISSUED BY ORDER OF THE COMMISSION.
T s the 25th day of May 1982.
NORTH CAROLINA UTILITIES COMMISSION

(SEAL) Sandra J. Webster, Chief Clerk
DOCKET NO. A-27 ALGER G. WILLIS FISHING CAMPS, INC.
RFD Box 234

Davis, North Carolina 28534

IRREGULAR ROUTE COMMON CARRIER AUTHORITY

EXHIBIT B Trangportation of sports fishermen, their
vehicles, and equipment from the mainland
at Davis, North Carolina, to Core Banks,
all pursuant to concession permit issued
by the National Park Service, from Davis,
North Carolina, on the western bank of the
Core Sound; thence in a generally
southeasterly direction across Core Sound
to the western bank of Core Banks. The
return trip is by the same route. Core
Banks is currently owned by the National
Park Service.

DOCKET NO. A-~27
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Alger G. Willis Fishing Camps, Inc., Box 234, )
Davis, North Carolina 28534 . Application for ) FINAL ORDER ADOPTING
Authority to Transport Passengers ) RECOMMENDED ORDER

BY THE COMMISSION: On May 25, 1982, Hearing Examiner Partin issued his
Recommended Order granting common carrier authority to the above-described
Applicant. The Commission is of the opinion that an Order should issue
adopting the Recommended Order of the Hearing Examiner as the Commission’s
Final Order. There were no protests to the application and the Public Staff
has waived its right to file exceptions to the Recommended Order.

IT IS, THEREFORE, ORDERED that the Recommended Order of Hearing Examiner
Partin issued this day be, and the same is hereby, adopted as the Final Order
of the Commission, to become effective on and after the date of this Order.

ISSUED BY ORDER OF THE COMMISSION.
This the 25th day of May 1982,
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk
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DOCKET NO. A-24
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Alonzo O. Burrus, Jr., P.O. Box 127, Ocracoke, North ) ORDER CANCELLING
Carolina 27960 - Request to Cancel Certificate ) CERTIFICATE
No. A-24 ) NO. A-24

BY THE COMMISSION: Upon consideration of the record in this matter and of
a letter filed with the Commission on Mareh 17, 1982, by Alonzo 0. Burrus,
Jr., Ocracoke, North Carolina, requesting that Certificate No. A-24, be
cancelled due to declining revenues, and good cause appearing,

IT IS, THEREFORE, ORDERED as follows:

That Certificate No. A-24, heretofore issued to Alonzo 0. Burrus, Jr., be,
and is hereby, cancelled.

ISSUED BY ORDER OF THE COMMISSION.
This the 3rd day of May 1982.
NORTH CAROLINA UTILITIES COMMISSION

(SEAL) Sandra J. Webster, Chief Clerk
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DOCKET NO. G-3, SUB 109
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Pennsylvania and Southern Gas Company -)
North Carolina Gas Service Division for an AdJustment ) ORDER ELIMINATING
of Its Rates and Charges to Recover Costs of ) E & D SURCHARGE
Exploration Programs )

BY THE COMMISSION: 1In Docket No. G-100, Sub 22, on June 26, 1975, the
Commission 1ssued an Order Establishing Natural Gas Exploration Rules setting
forth the manner in which gas utilities participating in Commission approved
exploration programs would be allowed to "track!" their costs for exploration
and development. On December 11, 1975, the Commission issued a further order
in Docket No. G-100, Sub 22, providing that participation in the financing of
such ventures be in the ratio of 75% customer funds and 25% stockholder funds.

On July 1, 1982, in Docket No. G-3, Sub 109, Pennsylvania and Scuthern Gas
Company - North Carolina Gas Service Division (N.C. Gas), filed a petition to
eliminate the surcharge relating to exploration and development presently in
its rates. This would increase rates by $.00388 per therm.

The Public Staff notes that N.C. Gas has made no provision in its petition
to refund revenues received during the six-month period ended March 31, 1982,
and recommends that N.C. Gas be required to file a refund plan by September 1,
1982, in accordance with the Commission Order of August 8, 1979, in Docket
No. G-100, Sub 22.

The Commission, after review of the application and upon the recommendation
of the Public Staff, is of the opinion that N.C Gas be allowed to remove the
$.00388 per therm decrement presently in its rates for exploration and
development and that N.C. Gas be required to file a refund plan by
September 1, 1982, to refund revenues received from the exploration programs
during the six-month period ended March 31, 1982.

IT IS, THEREFORE, ORDERED:

1. That N.C. Gas be, and hereby is, allowed to remove the $.00388 per
therm decrement in its rates relating to the exploration and development
programs effective on service rendered on and after the date of this Order.

2. That N.C. Gas be, and hereby is, required to file revised tariffs
within five (5) days of receipt of this Order reflecting the change in rates
approved herein.

3. That on or before September 1, 1982, N.C. Gas be, and hereby is,
required to file a plan to refund exploration revenues received during the
six-month period ended Marech 31, 1982, in accordance with the Commission Order
issued in Docket No. G-100, Sud 22, on August 8, 1979.
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4. That N.C. Gas be, and hereby is, required to notify its customers by
bi1l1 insert in the next billing cycle of the change in rates approved herein.

ISSUED BY ORDER OF THE COMMISSION.
This the 7th day of July 1982.
NORTH CAROLINA UTILITIES COMMISSION
(SEAL) Sandra J. Webster, Chief Clerk

DOCKET NO. G-9, SUB 212
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Piedmont Natural Gas Company, Inc., ) ORDER GRANTING PARTIAL
for an Adjustment of its Rates and Charges ) RATE INCREASE

HEARD IN: Commissioners Board Room, County Office Building, Charlotte, North
Carolina, on Monday, November 23, 1981

Guilford County Social Services Building, Greensboro, North
Carolina, on Tuesday, November 24, 1981

Commission Hearing Room, Dobbs Building, Raleigh, North Carolina,
on Tuesday, December 1, 1981, through Wednesday, December 9, 1981

BEFORE: Commissioner Douglas P. Leary, Presiding; and Commissioners Sarah
Lindsay Tate and John W. Winters

APPEARANCES:

For the Applicant:
r
Jerry W. Amos, Brooks, Pierce, McLendon, Humphrey & Leonard,
Attorneys at Law, P.O. Drawer U, Greensboro, North Carolina 27402

For the Intervenors:

David H. Permar, Hatch, Little, Bunn, Jones, Few & Berry, Attorneys

at Law, P.O. Box 527, Raleigh, North Carolina 27602

For: Edward R. McHenry, Jr., Durane Gas Company, Thomas Gas
Company, Inc., Piedmont Energy Systems, Inc., Piedmont Gas
Service Company, Inec., Carolinra Propane Gas Company, Inc.,
and Green’s Fuel Gas Company, Inc.

Jerry B. Fruitt, Eller & Fruitt, Attorneys at Law, P.O. Box 27866,
Raleigh, North Carolina 27611
For: North Carolina Textile Manufacturers Association, Inc.

For the Public Staff':
G. Clark Crampton, Staff Attorney, Public Staff - North Carolina

Utilities Commission, P.0. Box 991, Raleigh, North Carolina 27602
For: The Using and Consuming Public
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For the Attorney General:

David Gordén, Speclal Deputy Attorney General, State of North
Carolina, P.O. Box 629, Raleigh, North Carolina 27602
For: The Using and Consuming Publie

BY THE COMMISSION: On June 26, 1981, Piedmont Natural Gas Company, Inc.
(hereinafter Piedmont, Applicant, or Company), filed an application with this
Commission for authority to adjust its rates and charges for retail natural
gas in North Carolina.

On July 24, 1981, the Commission issued an Order setting the matter for
hearing, suspended the proposed rates for a period of 270 days from the
proposed effective date of August 1, 1981, and required that public notice be
given.

On September 16, 1981, a Petition to Intervene in this case was filed by
David H. Permar, Attorney at Law, on behalf of Edward R. McHenry, Jr., Durane
Gas Company, Thomas Gas Company, Inc., Piedmont Energy Systems, Inc., Piedmont
Gas Service Company, Inc., Carolina Propane Gas Company, Inc., and Green’s
Fuel Gas Company, Inc. (hereinafter sometimes collectively referred to as
Propane Dealers), and such petition was granted by Commission Order issued on
September 21, 1981.

Notice of the Public Staff’s intention to jntervene and to participate in
this matter as a party was first made evident by motion filed in this docket
on September 28, 1981. The Commission, in effect, recognized the Public
Staff’s participation in this case as an intervenor by its Order issued on
October 1, 1981, in response to the Public Staff’s motion.

On November 3, 1981, a Petition to Intervene and Protest was filed with the
Commission by the North Carolina Textile Manufacturers Association, Inc.
(NCTMA). Such Petition to Intervene was allowed by Commission Order issued
November 9, 1981.

On November 30, 1981, the Attorney General of the State of North Carolina
filed a Notice of Intervention with the Commission. Said intervention was
recognized on December 1, 1981.

After the filing of the subject application, there were numerous matters
relating primarily to discovery activities. conducted, or proposed to be
conducted, by the Applicant and various intervenors, extensions of filing
deadlines, challenge by the Applicant to the right of the Propane Dealers to
intervene, and similar matters primarily of a procedural nature. The record
adequately reflects such matters and they will not be fully recited here.
However, a few are noteworthy. Based upon a motion of the Propane Dealers
which was filed with the Commission on September 23, 1981, and the Company’s
response thereto filed on September 28, 1981, the Commission issued its Order
on October 5, 1981, which in effect directed the Company to file certain cost
allocation studies assigning and apportioning all properly allocable costs
between the Company’s utility and nonutility operations, such nonutility
operations include the Company’s merchandising and jobbing activities. The
Company’s originally filed cost allocation studies did not include allocations
of costs associated with its nonutility merchandising and jobbing operations.
Responsive to the Commission Order of October 5, 1981, the Company timely
filed additional cost allocation studies and materials on October 15, 1981,
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It 1s also perhaps helpful to note that there were several successive
filings of testimony and exhibits which were made by both the Company and the
Public Staff in this docket. The Company initially filed on June 26, 1981, as
a part of its application in this matter, the testimony and exhibits of its
witnesses John H. Maxheim, Everette C. Hinson, Hugh Gower, Barry L. Guy,
Robert L. Hahne, W. Randall Powell, Ware F. Schiefer, and Eugene W. Meyer.
The Public Staff, on November 3, 1981, filed the testimony and exhibits of its
witnesses Raymond J. Nery, John T. Garrison, Jr., Hsin-Mei C. Hsu, and Elise
Cox. By Commission Order issued on September 26, 1981, the Public Staff was
granted an extension of time through November 13, 1981, within which to file
the testimony and exhibits of its consultants Robert Drennan, Jr., and Richard
Seekamp (regarding the Company’s utility/nonutility cost allocation studies)
and any revisions in the testimony of the other Public Staff witnesses which
had been filed on November 3, 1981, which revisions flowed from the testimony
and exhibits of Mr. Drennan and Mr. Seekamp. On November 13, 1981, the
Public Staff timely filed the testimony and exhibits of Mr. Drennan and Mr.
Seekamp, as well as certain revised testimony and exhibits of its witnesses
John T. Garrison, Jr., and Elise Cox.

On November 13, 1981, the Company also filed supplemental testimony and
exhibits of its witnesses Barry L. Guy, Ware F. Schiefer, and Hugh Gower.
Among other things, this supplemental testimony included revisions and various
updating adjustments through September 30, 1981. These updating adjustments
and revisions were made with respect to the Company’s originally filed cost of
gas and revenue calculations. The Company’s additional revenue request was
reduced from $17,284,139 to $12,841,971 as a result of said revisions. This
adjusted increase was subsequently reduced to §$12,669,951 at the public
hearing.

In view of and in response to the Company’s supplemental testimony and
exhibits which were filed on November 13, 1981, the Public Staff prepared and
filed November 25, 1981, revised and supplemental testimony and exhibits for
its witnesses John T. Garrison, Jr., Elise Cox, and William E. Carter, Jr.

On December 23, 1981, the Company filed and served late exhibits relating
to: Computation of Short Term Interest Expense, Gas Receivable Balances
Charged-Off and Construction Work in Progress as of September 30, 1981,

on December 31, 1981, the Public Staff filed and served a late filed
exhibit prepared by accounting witness Elise Cox, reflecting revisions and
matters which witness Cox generally testified to in the proceeding and as
permitted by Commission ruling entered in response to a reguest by the Public
Staff made prior to the close of the hearings.

Additionally, it should be noted that on December 9, 1981, the Propane
Dealers through their counsel filed a motion requesting the Commission to
order the Applicant to physically separate all employees and property used for
utility operations at the operating, marketing, and service levels., That
motion was denied by Commission Order issued December 14, 1981,

The matter came on for hearing as scheduled in the Order Setting Hearing.
The following public witnesses appeared at the hearing in Charlotte, North

Carolina, on November 23, 1981: Duncan Ballentine, Assistant to Charlotte
Mayor Eddie Knox; Willie J. Stratford, Sr.; and Margaret Miller.
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The following public witnesses appeared at the hearing in Greensboro, North
Carolina, on November 24, 1981: John Satterfield, Assistant Director of
Economic Development for the Greensboro Chamber of Commerce, and Tracy N.
Peters, Jr., City of Greensboro Public Works Department.

When the hearing resumed in Raleigh, North Carolina, beginning December 1,
1981, the Company presented the direct testimony and exhibits of eight
witnesses as follows:

1. John H. Maxheim, President and Chief Executive Officer of Piedmont,
testified concerning Piedmont’s service area, its customers, its shareholders,
and Piedmont’s need for rate relief.

2. FEverette C. Hinson, Piedmont’s Senior Vice President - Finance,
testified concerning Piedmont‘s financing history, Piedmont’s present
financial condition, and Piedmont ‘s need for rate relief to meet its financial
need.

3. Robert L. Hahne, Certified Public Accountant and Partner, Deloitte,
Haskins & Sells, testified concerning results of the lead-lag study performed
as a result of a directive of the Commission in its October 31, 1978, Order in
Docket No. G-100, Sub 36.

4. W. Randall Powell, Assistant Vice President, Stone & Webster Management
Consultants, Inc., presented the Company’s cost-of-service study.

5. Hugh Gower, Partner in Arthur Andersen & Co., presented testimony
supporting the cost allocation studies performed by the Company as a result of
the Order issued May 12, 1981, in Docket No. G-9, Sub 208.

6. Ware F. Schiefer, Piedmont’s Vice President - Gas Supply, testified
with respect to the Company’s gas supply, projected revenues and cost of gas,
rate design, and proposed changes in the Company’s rate schedules.

7. Eugene W. Meyer, Vice President and Director of Kidder, Peabody & Co.,
Incorporated, testified for the Company as an expert in the area of cost of
capital.

8. Barry L. Guy, Controller of Piedmont, testified as to Piedmont’s
accounting exhibits.

The Public Staff offered the- testimony and exhibits of the following
witnesses:

1. Raymond J. Nery, Director of the Natural Gas Division of the Public
Staff, testified as to the basis of future negotiated rates both with respect
to the price of gas and how it would change in the future based on what is
pending or ongoing at the Federal Energy Regulatory Commission. He -also
estimated the future price of oil and compared the projected prices of gas and
oil.

2. John T. Garrison, Jr., Public Utilities Engineer with the Natural Gas
Division of the Public Staff, testified as to end-of-period revenues,'end-of-
period cost of gas, and rates to produce the-required revenues. Witness
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Garrison also provided several allocation factors for use in computing the
North Carolina portion of various joint North Carolina - South Carolina plant
and expenses.

3. Hsin-Mei C. Hsu, Economist with the Economic Research Division of the
Public Staff, testified as to Pledmont’s cost of capital and suggested a fair
rate of return for Piedmont.

4. wWilliam E. Carter, Jr., Assistant Director of Accounting for the Public
Staff, testified concerning accumulated depreciation.

5. Elise Cox, Staff Accountant with the Public Staff, presented the
results of the Staff’s investigation of Piedmont’s 1level of revenues,
expenses, and the original cost rate base.

6. Robert Drennan, Jr., Vice President of Currin and Associates, Inc., and
Richard Seekamp, Senior Utility Analyst with Currin and Associates, Inc.,
testified as consultants for the Public Staff.

Following the receipt of all testimony and exhibits, it was agreed that
briefs and proposed orders could be filed by all parties, and the record in
this docket was closed, pending receipt of such briefs and proposed orders.

Based upon a careful consideration of the entire record in this proceeding,
the Commission now makes the following

FINDINGS OF FACT
Y

1. 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 42
North Carolina communities and is properly before the Commission in this
proceeding for a determination of the Justness and reasonableness of its
proposed rates and charges as regulated by the Commission under Chapter 62 of
the General Statutes of North Carolina.

2. The test period established by the Commission and utilized by all
parties in this proceeding is the 12 months ended March 31, 1981.

3. The annual increase in revenues sought by Piedmont under the rates
originally proposed herein by the Company on June 26, 1981, was $17,284,139,
which amount was subsequently reduced by Piedmont to $12,669,951.

4. Piedmont is providing adequate natural gas service to its existing
customers in North Carolina.

5. The original cost of Piedmont’s plant in service used and useful in
providing natural gas service in North Carolina is $149,684,141. To this
amount should be added leasehold improvements net of amortization of $433,796
and construction work in progress of $6,262,122 and deducted the accumulated
depreciation associated with the original cost of this plant of $43,212,776
and customer advances for construction of $648,701, resulting in a reasonable
original cost 1less depreciation or a net gas plant in service of
$112,518,582,
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6. The appropriate amount of accumulated deferred income taxes is
$8,728,810.

7. The reasonable allowance for working capital for Piedmont Natural Gas
Company is $18,070,721.

8. The reasonable original cost less depreciation of Piedmont Natural Gas
Company ‘s plant in service to its customers within the State of North Carolina
of $112,518,582, less the appropriate amount of accumulated deferred income
taxes of $8,728,810, plus the reasonable allowance for working capital of
$18,070,721 yields a reasonable original cost of Piedmont Natural Gas
Company s property used and useful to North Carolina customers of
$121,860,493.

9. Piedmont’s test year operating revenues, after appropriate accounting
and engineering adjustments, under present rates are $234,351,593 and under
the Company’s proposed revenue increase such increase would have been
$247,021,544 ($234,351,593 + $12,669,951).

10. The test-period level of Piedmont’s operating revenue deductions after
accounting and pro forma adjustments, including taxes and interest on customer
deposits, is $224,129,390, which includes the amount of $%,303,700 for actual
investment currently consumed through reasonable actual depreciation.

11. The capital structure which is proper for use in this proceeding is the
following:

Ttem Percent
Long-term debt 47.34%
Preferred stock 1.85%
Common equity 50.81%

Total 100.00%

12. The Company’s proper embedded costs of debt and preferred stock are
7.64% and 5.14%, respectively. The rate of return which should be applied to
the original cost rate base is 11.96%., This return on Piedmont’s rate base of
11.96% will allow the Company the opportunity to earn a return on its common
equity of 16.24%, after recovery of the embedded costs of debt and preferred
stock. Such returns on rate base and on common equity are Just and
reasonable.

13. Piedmont’s pro forma return on its rate base at the end of the test
year was approximately 8.38%, which is less than the Commission has herein
determined to be just and reasonable. Therefore, in order to earn the level
of returns which the Commission herein finds to be Jjust and reasonable,
Piedmont should be allowed to increase its rates and charges so as to produce
an additional $9,172,740 of revenues based on operations during the test
year. The Commission finds that, given efficient management, this amount of
additional gross revenue dollars will afford the Company a fair opportunity to
earn the 1level of returns on rate base and on common equity which the
Commission has found to be fair, both to the Company and to its customers.

14. The rates set forth in Appendix A attached hereto and approved herein
will generate the appropriate level of end-of-period revenue and afford the
Applicant an opportunity to achieve the approved overall rate of return of
11.96%.
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EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 1 THROUGH U

The evidence for these findings of fact is contained in the verified
application, the Commission’s Order Setting Hearing and Investigation, and the
testimony of Company witnesses Maxheim, Hinson, and Guy and Public Staff
witness Cox. The evidence was uncontradicted and uncontested. These findings
of fact are essentially informational, procedural, and Jjurisdictional in
nature.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 5

The evidence pertaining to this finding of fact is found in the testimony
and exhibits of Company witness Guy and Public Staff witness Cox. The
following table sets forth the net plant in service as proposed by these
witnesses:

Item Company Public Staff Difference
Plant in service $155,946,263 $154,091,713 $1,858,550
Leasehold improvements,

net of amortization 433,796 433,796 -
Accumulated depreciation  (43,212,776) (43,709,036) 496,260
Customer advances for

construction (648,701) (648,701) -

The Company and the Publie Staff agree that $433,796 is the proper amount
of leasehold improvements net of amortization and that $648,701 is the proper
amount of customer advances for construction. There being no evidence to the
contrary, the Commission concludes that these amounts are reasonable and
proper.

The $1,854,550 difference in plant in service results from the fact that
the Company included in this item construction work in progress (CWIP) at the
end of the period, whereas the Public Staff included CWIP at a 13-month
average level.

The Commission recognizes the important difference in the construction
projects of a gas utility company and those of an electric utility where the
projects span a period of years. However, the Commission is not convinced by
the evidence offered in this proceeding supporting the Public Staff’s
ad justment and therefore concludes that $6,262,122 is the proper level of
construction work in progress to be used in determining rates in this case.

The $496,260 difference in accumulated depreciation results from the fact
that the Public Staff increased the balance of accumulated depreciation for
depreciation expenses allegedly paid by ratepayers from September 30, 1981, to
November 30, 1981. The Commission concludes that the Public Staff’s proposed
increase in accumulated -depreciation 1is inappropriate. This conclusion 1is
consistent with the Order entered by the Commission on November 13, 1981, in
Docket No. G-1, Sub 85, wherein the Commission stated:

"This conclusion is based on the controlling objective to achieve
the best matching of the costs of producing revenues with the
revenues to which they relate. The Commission is constrained by
statute to determine the appropriate pro forma end-of-period test
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year rate base. Hence, the addition of accumulated depreciation,
acerued (capital recovered) during the interim of time between the
end of the test year and the close of the hearing, to the balance of
accumulated depreciation as of the end of the test year, without
updating all of the other items of costs entering into the total
cost of service, violates the matching concept and is, therefore,
inconsistent and improper.m

Based upon the above findings and conclusions, the Commission finds and
concludes that the appropriate level of net plant in service for use in this
proceeding is $112,518,582.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 6

The evidence for this finding of fact is found in the evidence and exhibits
of Company witness Guy and Public Staff witness Cox. The Company and the
Public Staff agree that the appropriate amount to include for accumulated
deferred income taxes is $8,728,810. There being no evidence to the contrary
the Commission finds and concludes that $8,728,810 is the appropriate amount
to include in this case for accumulated deferred income taxes.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 7

The Company computed working capital of $18,137,491, whereas the Public
Staff computed working capital of $17,586,882. Witness Guy testified for the
Company that the difference relates entirely to the use of different
allocation factors to allocate gas inventory costs between North Carolina and
South Carolina. For the reasons hereinafter set forth under Evidence and
Conclusions for Finding of Fact WNo. 10 and consistent therewith, the
Comnission concludes that the proper allocation factors which should be used
to allocate the cost of gas inventory are those calculated herein by the
Commission; therefore, the Commission finds and concludes that the proper
level of working capital in this case is $18,070,721.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 8

For the reasons hereinabove set forth in conjunction with Findings of Fact
Nos. 5 6, and 7, the Commission finds and concludes that the appropriate
original cost rate base for use in this proceeding is $121,860,493, consisting
of net plant in service of $112,518,582 plus working capital of $18,070,721
less accumulated deferred income taxes of $8,728,810.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 9

The evidence supporting this finding of fact is found in the evidence and
exhibits of Company witnesses Schiefer and Guy and Public Staff witnesses
Garrison and Cox. The following table sets forth the test period pro forma
revenues as calculated by the Company and the Public Staff:

Item Company Public Staff Difference
Sale of gas $226,948,349 $237,805,748 $10,857,399

Other operating revenues 505,289 505,289 -
Total operating revenues $227,053,638 $238,311,037 $10,857,399




243
GAS

Both the Public Staff and the Company agreed that the Company(g actual
North Carolina sales volumes during the test period were Uu8,754,064
dekatherms. Moreover, both the Company and the Public Staff agreed to the
adjustment to normalize the actual test period sales volumes for the effects
of normal weather. The total North Carolina test period sales volumes after
the Publie Staff’s weather normalization adjustment, which the Company
adopted, were 47,652,852 dekatherms. After annualizing for customer growth,
Publie Staff witness Garrison caleculated Piedmont’s reasonable annual level of
North Carolina sales volumes to be 51,605,959 dekatherms, whereas Company
witness Schiefer’s customer annualization calculation produced a reasonable
annual level of North Carolina sales volumes of 43,340,609 dekatherms.

This difference arises primarily out of differences in the methodology used
by each witness in reflecting the annualization of customer growth during the
test year and through September 30, 1981. The first adjustment is the
annualization of test year sales volumes to reflect the additional volunmes
which will be sold by Piedmont due to customers added during the course of the
test year. The second adjustment is due to the updated filing which Piedmont
made on November 13, 1981. Included in that supplemental filing was a revised
and updated revenue calculation by Company witness Schiefer which reflected
not only a test year annualization adjustment to reflect the additional
volumes which would be sold due to customer additions during the test year,
but which also included an additional adjustment to reflect the volumes which
would be sold due to additional customers resulting from plant additions
during the update period from the end of the test year, March 31, 1981,
through September 30, 1981. Publiec Staff witness Garrison presented a similar
ad justment using a different methodology than that used by the Company.

The Commission will first consider the annualization adjustment to test
year sales volumes which both witness Garrison and witness Schiefer made in
order to reflect the effect of customer additions during the test year.
Because of the seasonal nature of the gas utility business, it is difficult to
determine with exactness the number of net customer additions whieh occurred
during the test period. Both the methodology of witness Garrison and that of
witness Schiefer in making the annualization adjustment assume that one-half
of the number of net customer additions occurred in the last half of the test
year. As will be pointed up, however, other aspects of the methodologies used
by the Public Staff and the Company differ in at least two significant
respects.

The first significant difference involves the number of categories of
customers for which witness Garrison and witness Schiefer calculated their
respective test year annualization factors. Witness Garrison calculated a
separate factor for 10 different categories of the Company’s customers. The
categories of customers for which he calculated such a factor were either
established rate schedules, or "rate code" categories of the customers on a
particular rate schedule, or, in the case of customers on rate schedule 104,
the reasonable categorization of such customers between "firm"™ and "other."
Company witness Schiefer’s methodology, by contrast, entailed the calculation
of an annualization factor with respect to three broad categories of
customers: "residential," “commercial," and "“industrial.® The Commission
concludes that witness Garrison’s derivation of an annualization factor using
10 categories of customers more accurately determines the appropriate
ad justment to be made in order to reflect the additional volumes which will be
sold due to customer additions which occurred during the test year.
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The second significant difference in the methodologies used by witness
Garrison and witness Schiefer in making the test year customer annualization
adjustment involves a difference in the basic data used by each. Witness
Garrison’s methodology used data reflecting the actual average number of the
Company’s customers in various periods. Specifically, witness Garrison
computed his annualization factors for each customer category by comparing the
actual average number of customers in that category during the 12-month period
which immediately preceded the test year (i.e., 12-month period ended
March 31, 1980) with the average number of customers in that category during
the test period (i.e., 12-month period ended March 31, 1981) to determine the
increase or decrease in the average number of customers during the test period
as compared with the 12 months preceding the test period. The increase or
decrease in the average number of customers in that category was then related
to the average number of customers in the 12-month period immediately
preceding the test year to obtain a percentage indicative of such increase or
decrease. One-half of the factor or percentage thus obtained was applied by
witness Garrison to the weather normalized test year sales volumes for that
particular category of customers. In that manner the appropriate volume
annualization adjustment was thus derived for that customer class or
category. (It should be noted that taking one-=half of the percentage obtained
in order to derive the applicable annualization factor is a step designed and
intended to recognize that there were customer additions throughout the test
year and to quantify in a reasonable manner only the sales volumes
attributable to such additions which are not already reflected in the actual
test year sales volumes. Company witness Schiefer used a similar step and
procedure in his method of calculating his test year customer annualization
ad justment.)

In contrast to witness Garrison’s methodology, Company witness Schiefer
compared an average of the average number of customers for the test year to
the comparable averages for the preceding year. Specifically, witness
Schiefer obtained the average number of customers for the 12 months ended
March 1979, April 1979, May 1979, and so on through March 1980. He then
totaled these 13 averages and divided by 13 to obtain an average number of
customers for the year ended March 31, 1980. He made the same type of
calculation for the 13 months ended March 31, 1981, to arrive at the average
number of customers for the test year. Witness Schiefer then compared the
average number of customers derived for the two years to develop his
annualization factor. Witness Schiefer contended that this method better
accounts for the effects of seasonality.

Witness Schiefer’s method gives a weighting to customer growth during the
period April 1978 through March 1979. This was a period of low customer and
volume growth for the Company due to an inadequate gas supply. Witness
Garrison testified that witness Schiefer’s methodology tended to diminish or
mute the magnitude of actual customer additions.

The Commission concludes that witness Schiefer’s methodology gives undue
weight to the customer growth in the low growth period of 1978 and 1979 before
gas supplies became more plentiful and is not representative of actual test
year customer growth when more ample gas suppliass were available.

The Commission believes. and concludes that witness Garrison’s method of
determining customer additions, using as it does a comparison of actual
average number of customers during the test year with the actual average
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number of customers during the year immediately preceding the test year, is
the most reasonable, accurate, and appropriate one for use in this case. The
Commission further specifically rejects the contention that the Company’s use
of running averages better takes into consideration the effects of
seasonality. The Commission concludes that witness Garrison’s data and method
adequately and appropriately takes the seasonality involved in customer
additions into consideration in a reasonable manner while at the same time not
understating such changes as have in fact occurred based upon a comparison of
reasonably relevant periods.

The Commission will next consider the appropriate level of additional
customers resulting from plant additions up to September 30, 1981. As noted,
the Company in its supplemental filing of November 13, 1981, revised and
updated its original rate case filing in order to reflect the plant in service
which had been added during the update period from the end of the test year
through the end of September 1981. The Company’s update in this regard seeks
to earn a return on such plant in service added during that update period.
The Company recognized, however, as the well-known matching principle would
dictate, that such additional plant will produce and support additional
revenues which must properly be taken into consideration in such an update.
Company witness Schiefer’s revised and updated revenue calculation reflects an
additional plant adjustment designed and intended to reflect such additional
revenues attributable to the update period plant additions.

In making hls additional plant adjustment, witness Schiefer first
determined the dollar amount of distribution plant which the Company had added
during the test period. He then divided that dollar amount by the total
number of customers (of all three of his customer classes) added during the
test year as such number had been determined by him in making his
annualization adjustment for additional sales volumes attributable to
customers added during the test year. It should be noted that the
annualization adjustment methodology used by witness Schiefer 1n that
ad justment involved the comparison of various running averages rather than
actual monthly number of customers, an aspect of that methodology which the
Commission has herein earlier found to be unacceptable and which it has
rejected. Witness Schiefer then divided the dollar amount of distribution
plant added during the test year (i.e., $4,602,019) by the number of customers
which he determined had been added during the test year (i.e., 4,853) to
derive an average investment in distribution plant per such additional
customer in the amount of $948.28. Witness Schiefer then divided the dollar
amount of distribution plant which had been added by the Company during the
period with respect to which the Company updated its plant investment in this
case (i.e., the period from April 1, 1981, through September 30, 1981), which
he testified was $1,610,351.19, by the $948.28 amount earlier derived. He
then concluded that the result of that division indicated 1,698 new customers
due to plant additions made during the update period. That number of new
customers, calculated in the foregoing manner, was divided by the average
number of customers which witness Schiefer had determined for the end of the
test period. Witness Schiefer thus derived a single percentage, or "factor,®
which he applied to the proformed, weather normalized, annualized, test year
volumes which he had earlier derived for each of the three customer classes
which his method utilized. In that manner witness Schiefer derived the volume
adjustment with respect to each of those three customer classes which he
contended was appropriate to reflect the effects of the plant additions
occurring during the update period.
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Based upon a careful consideration of witness Schiefer’s plant. ad justment,
the Commission concludes that it 1s inadequate and inappropriate for use in
this case for several reasons. First, the adjustment utilizes a total
customer additions number for the test period which was calculated and derived
by witness Schiefer by use of his test year annualization adjustment and
methodology, which the Commission has already rejected for the reasons
previously indicated. Additionally, and in the same vein, the additional
plant factor which witness Schiefer derived is not only derived by a
methodology which the Commission has rejected, it 1is applied by witness
Schiefer to volumes which have been adjusted by him pursuant to that
methodology which the Commission has and does reject. 1Independently of those
considerations, however, the Commission notes that an underlying assumption of
witness Schiefer’s plant additions adjustment is that each of the three
customer classes which he utilized increased at the same rate, and that the
same dollar investment was required to add a customer of one class as a
customer of another class.

The Commission notes that the plant addition adjustment proposed by Public
Staff witness Garrison employs essentially the same type of approach and
methodology as he utilized in making his test year annualization adjustment.
Witness Garrison’s method computes and derives not merely a single overall
factor as did witness Schiefer’s method, but rather a separate factor for each
of the same multiple customer classes for which he calculated and derived a
test year annualization factor. Thus, this feature of witness Garrison’s
methodology again more accurately and reasonably focuses upon and measures the
particular customer class additions due to additional plant investment and
applies the particular factor derived to the weather normalized and annualized
test year volumes properly associated with that particular customer class.
Witness Garrison‘s methodology utilizes a comparison of the actual average
number of customers in each of his multiple customer classes during the test
period with the average number of such customers Iin those classes during the
12-month period ended September 30, 1981. Hence, the Commission concludes
that witness Garrison’s methodology ¢o annualize customer growth to
September 30, 1981, is appropriate for use herein, except that the adjustment
should be divided by two in order to more accurately reflect customer growth
in the March 31, 1981, to September 30, 1981, period.

Based on all of the above, the Commission concludes that the proper and
reasonable level of North Carolina sales volumes for use in this proceeding is
50,754,143 dekatherms.

The next issue to be decided in conjunction with this finding of fact is
the appropriate gas supply necessary to support the level of sales volumes
previously determined. The one difference in the two witnesses is the amount
of Transco CD-2 volumes. Public Staff witness Garrison proposes 65,639,986
dekatherms while Company witness Schiefer proposes 62,230,200 dekatherms. This
accounts for the 3,409,786 dekatherms difference in the total Company supply
of 71,937,015 dekatherms proposed by witness Garrison and the 68,527,229
dekatherms proposed by Company witness Shiefer.

The amount proposed by each witness for Transco CP-2 supply is
substantially lower than Piedmont’s annual contract with Transco which exceeds
77,000,000 dekatherms. Therefore, the Commission concludes that either supply
level 1s available even if there 1s some degree of curtailment.
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Since the return of reasonably adequate gas supplies has made the available
market (volume sales) the major determinent of gas supply, thé Commission must
only determine the reasonable annual level of Company use and unaccounted for
volumes and the reasonable annual level of sales volumes for North Carolina
and South Carolina to arrive at the reasonable and proper gas supply for use
in this proceeding.

Both the Company and the Public Staff agree on a reasonable level of
Company use and unaccounted for volumes; therefore, the Commission adopts
those agreed upon matters and concludes that Company use volumes of 87,801
dekatherms and unaccounted for volumes of 1,048,710 dekatherms represent
reasonable annual levels for use in determining the total Company supply for
the purposes of this case. The Commission has already concluded that
50,754,143 dekatherms is the reasonable annual level of sales volumes for
North Carolina for use in this case, Therefore, the only remaining
determination 1is a reasonable annual 1level of sales volumes for South
Carolina. The Commission has previously determined that the method used by
Public Staff witness Garrison in his determination of North Carolina‘s sales
volumes 1is reasonable and appropriate for use in this case except for how it
relates to customer annualization from March 31, 1981, to September 30, 1981,
Consistency dictates that the reasonable annual level of sales volumes for
South Carolina should be determined in the same manner as were the sales
volumes for North Carolina. Thus, the Commission is of the opinion and
concludes that 18,793,717 dekatherms represent the reasonable annual level of
South Carolina’s sales volumes and that the reasonable total Company annual
supply requirements. appropriate for use in this case are 70,684,371 dekatherms
(50,754,143 + 18,793,717 + 87,801 + 1,048,710).

The final issue relating to gas supply is the volumes available for sale
during the five-month winter period (November 1 through March 31).

The Company used the actual ‘"unaccounted for" volumes of 1,048,710
dekatherms in its determination of the total Company winter supply available
for sale. The Commission recognizes that unaccounted for volumes are a
function of unbilled revenues (due to cycle billings), calibration of meter
equipment, and temperature as well as "lost" wvolumes. This 1is clearly
indicated by an examination of the monthly unaccounted for volumes in the
monthly financial reports filed with the Commission. The wunaccounted for
volumes fluctuate from a high of positive 950,000 dekatherms in October 1980
to a negative 932,000 dekatherms in April 1981. Because of the increased
demand in the winter, the amount of wunaccounted for volumes resulting from
unbilled gas deliveries can be substantial and, as indicated above, a negative
amount of unaccounted for volumes can and does exist in the summer period.

Therefore, the most reasonable method to determine the "actual" unaccounted
for volumes during the winter season is a percentage of the annual unaccounted
for volumes based on the winter season sales to annual sales. This results in
unaccounted for volumes of 590,529 dekatherms for total Company operations.
This ad justment increases the maximum winter sales volumes that the Company
contends it can sell by 458,181 dekatherms for total Company operations.
Hence, since the Commission’s winter sales volumes are less than those
calculated by the Public Staff and the appropriate level of winter loss and
unaccounted for volumes is 590,529, the Commission concludes that the record
is clear that Piedmont’s gas supply will be sufficient in meeting the sales
volumes found to be reasonable herein.
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The final issue to be considered in conjunction with this finding of fact
is the proper distribution of sales volumes among the rate schedules. Both
Company witness Schiefer and Public Staff witness Garrison presented
calculations of Piedmont‘s reasonable annual level of revenues which were to
be reasonably expected from the annual North Carolina gas volume sales
projected by each. The revenue calculation of each of those two witnesses
presented the volumes which each witness determined could reasonably be sold
in North Carolina under Piedmont’s various rate schedules. For the reasons
indicated above, the Commission has concluded that the revenue calculation of
Public Staff witness Garrison, including the annual level of volumes which his
calculation assumed will be sold by Piedmont under its various rate schedules
and the resulting revenues, is reasonable and appropriate for use in this
case, except for the effects of the annualization adjustment from March 31,
1981, to September 30, 1981, and the Commission has accepted and adopted
witness Garrison’s calculations and evidence in that regard in preference to
that of Company witness Schiefer, with the necessary adjustment to reflect the
Commission’s approved customer annualization from March 31, 1981, to
September 30, 1981.

The Public Staff and the Company also disagreed with respect to
distribution of sales volumes. Specifically, the Company and the Public Staff
disagreed with respect to adjustments to test year rate schedule 108 sales
volumes and "special" or "sales for resale" volumes.

During the test year the Company actually sold on negotiated rate schedule
108 some 1,976,424 dekatherms. In projecting and adjusting its test year
sales volumes in the revenue calculation presented by Company witness
Schiefer, the Company has assumed that it will have the same level of annual
sales under rate schedule 108 as occurred in the test year, adjusted by the
Company ‘s annualization factor. The Public Staff in its revenue calculations
presented by its witness Garrison has assumed that the Company will not make
any sales on rate schedule 108 and, consequently, has moved the volumes which
were so0ld on that rate schedule during the test year to industrial rate
schedule 104, on the assumption that the volumes in question would be sold
under this rate schedule rather than under negotiated rate schedule 108.
Public Staff witness Raymond J. Nery, Director of the Natural Gas Division of
the Public Staff, offered testimony which supports the Public Staff’s
adjustment which transferred those actual test year rate schedule 108 volumes
to the volumes projected to be sold on rate schedule 104.

Sales under rate schedule 108 are made only to industrial customers who
would or do normally buy natural gas from the Company under its rate schedule
104, Sales under rate schedule 108 are made at negotiated rates which are
less than the Commission’s established rate for sales under rate schedule 104
to customers who have an alternative fuel use capability in order to induce
*hem to continue to buy natural gas from the Company rather than to switch to
sheir alternative fuel during such periods, if any, when such alternative fuel
iappens to be lower in price than natural gas sold at rate schedule 104
yrices. Sales at negotiated rates under schedule 108 are permitted only in
such circumstances. Such .sales are made on a short-term basis only, for as
woon as the cost differential in the alternative fuel disappears there no
.onger remains any reason or Jjustification for allowing sales to be made, in
iffect, at a discount from the rate schedule 104 rate at which such sales
rould normally be made. Thus, whether or not there will be any negotiated
iales under rate schedule 108 in the future is dependent upon the many factors
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which determine the relative price of natural gas and the alternative to it,
almost always #6 fuel oil. Public Staff witness Nery offered testimony
reflecting his analysis of whether in the period out through April 1983 the
price of fuel oil would fall below the price of natural gas under rate
schedule 104 so as to give rise to a situation where negotiated sales under
rate schedule 108 would ocecur. Witness Nery concluded from his analysis that
such a situation would not arise within the period in which he looked. The
evidence further indicates that the Company has not made any negotiated sales
under schedule 108 since October 1980.

After a careful review of the record, the Commission concludes that the
Public Staff’s position on this matter is reasonable and appropriate.

The Company and the Public Staff also differed regarding what adjustments
should properly be made to the volumes and the price of such volumes which
were sSold during the test year as "sales for resale® or 'special" sales.
Public Staff witness Garrison in his revenue calculation made two adjustments
to the actual test year "sales for resale' which totaled 163,731 dekatherms.
Like Company witness Schiefer, he removed the volumes which were sold on an
emergency basis during the test year to New Jersey Natural Gas Company on the
theory that such sales were nonrecurring. However, unlike Company witness
Schiefer, witness Garrison did not shift these emergency sales volumes to rate
schedule 104, or to any other rate schedule. Witness Garrison further
adjusted the sales for resale to reflect that the Company would sell 100,000
dekatherms of gas to North Carolina Natural Gas Company (N.C.N.G.) under a
contract which had been entered into between the Company and N.C.N.G. at the
time of the hearing in this matter. Company witness Schiefer used the lower
amount of actual test year sales made to N.C.N.G. Therefore, witness
Garrison’s adjustments derived, calculated, and projected sales for resale in
the amount of 100,000 dekatherms, whereas Company witness Schiefer in his
revenue calculation derived, calculated, and projected sales for resale (which
he 1labeled "special sales") in the amount of 50,326 dekatherms. After a
careful review of the record, the Commission concludes that the adjustments
which Public Staff witness Garrison made to sales for resale volumes are
unreasonable and inappropriate except for treatment of the New Jersey Natural
Gas Company sales volumes and therefore should not be adopted for the purposes
of this case except that the Public Staff’s treatment of the New Jersey
Natural Gas Company sales volumes is adopted. The Commission agrees, however,
with witness Garrison’s employment of the selling price per dekatherm, denoted
in the most recent contract between the Applicant and N.C.N.G., as being the
rate to be applied to the "sales for resale" volumes proposed herein by the
Applicant of 50,326 dekatherms.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO.10
Evidence for this finding of fact is found in the evidence and exhibits of
Company witnesses Maxheim, Gower, Hahne, Guy, and Schiefer and Public Staff

witnesses Garrison, Cox, Carter, Drennan, and Seekamp.

The following table sets forth the various differences between the Company
and the Public Staff with respect to operating expenses:
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Ogerating Expenses

Item Company Public Staff Difference
Cost of gas $171,926,6487 $179,181,220 $(T, 25%,573)
Operation & maintenance 22,168,760 21,050,024 1,118,736
Depreciation 4,303,700 4,303,700 -
Taxes other than income 15,869,757 16,495,413 (625,656)
State income taxes 526,496 778,547 (252,051)
Federal income taxes 3,780,440 5,596,885 (1,816,445)
Amortization of investment

tax credit (168,801) (168,801)

Total operating expenses 218,406,999 $227,236,988 $(8,829,989)

The difference in "cost of gas" relates either to (1) the different sales
volumes used or (2) the different allocation factors used to allocate gas
costs between the two Jurisdictions in which Piedmont operates and can be
summarized as follows:

Company
Allocation Over/(Under)
Volume Factor Public Staff
CD-2 $(7,522,172) $ - $(7,522,172) -
DS~ 1 - 72,624 72,624
PS-2 - (8,208) (8,208)
Piedmont Exploration - 3,588 3,588
GSS (7,963) 96,098 88,135
Wss 31,029 64,422 95,451
LGA (4,063) 7,990 3,927
LNG - 12,035 12,035
LPG - 79 79
Rounding - (32 (32)
$(7,503,169) $218,596 ¥(7,258,573)

The difference in cost of gas relating to CD-2 purchases relates entirely
to the different sales volumes used by the Company and the Public Staff. The
differences in sales volumes relate to (1) the different annualization factors
used by the Company and the Publiec Staff and (2) the different treatment of
"special sales" by the Company and the Public Staff. For the reasons
heretofore stated, the Commission has adopted neither the Company’s nor the
Public Staff’s exact annualization factor; therefore, the Commission finds
that the volumes and cost of CD-2 gas used by the Public Staff are appropriate
after adjusting for the Commission’s annualization factor for the period
March 3%, 1981, to September 30, 1981, and the inclusion of the Company’s
special sales volume level.

The Company and the Public Staff used the same total supply of DS~1 gas and
Piedmont Exploration gas. The differences in the cost of these gas supplies
attributable to North Carolina relate entirely to the use by the Company and
the Pudblic Staff of different percentage factors to allocate these gas
supplies between North Carolina and South Carolina, The Company allocated
73.22% of these supplies to North Carolina, based on the percentage of annual
sales in North Carolina to total Company sales.

The Public Staff computed a 72.899% allocation factor based on the
normalized and annualized sales as computed by the Public Staff. The
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Commission has already discussed the deficiencies of each of the parties’
annualization factors; therefore, the Commission finds that the appropriate
allocation factor to be used in computing the appropriate level of DS-1 and
Piedmont Exploration gas is that which results frem utilization of the
annualization factor developed by the Commission.

Both the Company and the Public Staff used the same total Company supply
and cost of PS-2 gas. The difference in the amount of the cost attributed to
North Carolina relates entirely to the difference in allocation factors used
by the Company and the Public Staff. The Company allocated 73.22% of this gas
cost to North Carolina and the Public Staff allocated T74.369%. The real
question here, after concluding that the Commission’s annualization
methodology is more appropriate than that of either of the parties, is whether
PS-2 gas should be allocated based on winter sales as the Public Staff has
done or on annual sales as the Company has done. The Commission, consistent
with the discussion below, concludes that the appropriate basis of allocation
of PS-2 gas between North Carolina and South Carolina is the winter sales to
priority 1 and 2 customers.

The major difference in the cost of GSS, WSS, LGA, and LNG storage services
attributed to North Carolina relates to the different allocation factors used
by the Company and the Public Staff. The Company used an allocation factor of
77.75% which represents the percentage of priority 1 and 2 sales which
occurred in North Carolina based on test~period normalized volumes. The
Public Staff used T4.369% which represents the percentage of total winter
sales attributable to North Carolina based on test-period normalized and
annualized sales.

The Commission finds that the use of an allocation factor based on priority
1 and 2 sales is appropriate and consistent with past Commission practice,
but that the Applicant’s allocation methodology errs in that it considers
annual sales rather than the appropriate winter period only. Thus,
application of the Commission’s annualization factor, found reasonable herein,
to the priority 1t and 2 winter sales volumes yields the appropriate allocation
factor for these storage services.

The other differences in the amount of storage costs attributed to North
Carolina are as follows:

1. The Company based its GSS costs on the assumption that it would inject
and withdraw the maximum amount generally available under the GSS rate
schedule. The Public Staff used test period actual injections and
withdrawals. During the test period, the Company exceeded its daily GSS
contract. 1imits through the purchase of excess GSS service. There is mno
assurance that the Company will need or be permitted to exceed contract 1limits
in the future; therefore, the Commission finds the approach used by the
Company to be appropriate.

2. The Public Staff used test period actual volumes for WSS withdrawals
and LGA deliveries. The Company agreed to accept the Public Staff’s total
Company WSS and LGA numbers and therefore the Commission concludes that these
volumes are appropriate to be used in determining the fair and reasonable cost
of gas level.
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The Company allocated LPG based on priority 1 and 2 usage. The Public
Staff used a single peak day. The Company agreed to accept the Public Staff’s
ad justment due to the negligible amount of money involved.

Thervefore, for all of the reasons stated above, the Commission finds and
concludes that the appropriate cost of gas for use in this proceeding is
$176,605,076.

The difference between the Company and the Public Staff with respect to
operation and maintenance expenses is comprised of the following items:

Item Amount
Uncollectible accounts $ 447,973
Rate case expense 38,691
Payroll 69,906
Pension 29,244
Advertising expense 112,585
RCS audit services 39,850
Outside services 114,212
Customer accounts expense (8,609)
Nonutility adjustment 274,884

Total difference $1,118,736

The difference in the amount of uncollectible accounts relates to (1) the
different amount of revenues computed by the Company and the Public Staff and
(2) the different percentages applied to those revenues. The first difference
has heretofore been resolved.

The evidence in this proceeding presents the Commission with three
optioms. The Commission can select a writeoff percentage of .3242%
(representing the amount estimated prior to the updated test period), .5371%
(representing the amount actually written off during the updated test period),
or .U627% (representing the .actual updated test period writeoffs less an
adjustment for one industrial customer which the Public Staff contends
represents a nonrecurring extraordinary writeoff). After a careful review of
the record, the Commission concludes that the Applicant ‘s proper uncollectible
rate to be used in this proceeding is .U4627%.

The Company included $38,631 more in rate case expense than the Public
Staff. Of the difference, $28,942 relates to the fact that the Company
amortized these expenses over two years and the Public Staff amortized these
expenses over three years. Considering the fact that the Company has filed
four general rate cases in the last five years, the Commission finds and
concludes that a two-year amortization period 1s appropriate for rate case
expenses in this proceeding.

The remaining difference in rate case expenses relates to the Public
Staff’s exclusion of $9,749 of rate case expenses on the theory that these
expenses will be paid by ratepayers from March 31, 1981, to November 30,
1981. The Public Staff‘s exclusion of a portion of rate case expense for the
period between October 1, 1981, and November 30, 1981, on the theory that it
will be paid by ratepayers in existing rates is the same argument that the
Public Staff has used before this Commission with respect to accumulated
depreciation, and the Commission rejects it for the same reasons set forth in
Evidence and Conclusions for Finding of Fact No. 5. Hence, the Commission
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concludes that rate case expense to be recovered through rates in this
proceeding should only be reduced by $7,312 to reflect the amortization of
1980 rate case expense through September 30, 1980. Therefore, the Commission
concludes that the fair and reasonable level of rate case expense to be used
in setting rates in this proceeding is the Company’s amount reduced by
$7,312,

The Public Staff accepted the Company’s September 30, 1981, ongoing level
of payroll of $22,774,340 but allocated a greater portion thereof to
nonutility activities. The Public Staff used 69.74% as the percent of payroll
charged to utility operations while the Company used 71.67%. The difference
is attributable to the different amounts charged to nonutility operations and
the amount of payroll which is credited out of general and administrative
salaries to construction. The amount of payroll which is transferred to
construction from general and administrative salaries was not included in the
Company ‘s calculation.

The Commission is of the opinion that the methodology employed by the
Public Staff is correct. The Company did not question the adjustment for that
portion of payroll that is transferred from account 3920 to construction.
Furthermore, since the Commission is in agreement with the finding from the
cost study of Currin and Associates which will be discussed below in dealing
with the adjustment for the allocation of nonutility expenses the Commission
concludes that the adjustment of $69,906 proposed herein by the Public Staff
is proper.

The next adjustment proposed by the Public Staff removes $29,244 from
pension expense. This difference between the Public Staff and the Company
also relates to the percent of payroll charged to operations. The Commission,
having previously concluded that the percent of payroll charged to operations
by the Public Staff is correct, accepts the Public Staff’s adjustment of
$29,244,

The Public Staff removed $81,556 of co-op advertising expense from
operation and maintenance expenses because the Public. Staff considered said
advertising to have been promotional advertising. After careful review of the
record concerning this item, the Commission concludes that this adjustment by
the Public Staff is proper and clearly consistent with the Commission’s policy
as to utility advertising as set forth in Commission Rules R12-12 and R12-13.

The Public Staff also removed $31,029 of institutional advertising fron
operation and maintenance expenses on the theory that these expenditures were
promotional. For the reasons heretofore stated in the Commission’s discussion
of co~op advertising, this Public Staff adjustment is found to be appropriate.

The Company and the Public Staff agreed on the amount of the RCS audit
expense; however, the Public Staff amortized the associated indirect expenses
over two years on the theory that they represent nonrecurring expenses.

The Public Staff testified that in its opinion the RCS audit expenses were
nonrecurring; however, the Public Staff did not identify what these
nonrecurring expenses were. There simply is insufficient evidence in the
record to exclude these expenditures as nonrecurring.
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Piedmont included the amount of $114,212 payable to one of its subsidiaries
for services rendered by the subsidiary in purchasing, transporting, and
storing propane for Piedmont. The amount is made up of three components: a
storage fee of $39,342, an interest cost of $37,930, and a management fee of
$36,940. The Public Staff admits that the first two components are
reasonable, but suggests that these fees should be deferred and charged off
when the propane is actually used. These expenses were incurred prior to the
time of the hearing and the Commission is not persuaded to require Piedmont to
wait until some later date to recover the expenses through some yet to be
ascertained method of recovery.

Public Staff witness Garrison testified that he felt that the above-
referenced management fee of $36,940 was unreasonable; however, he gave no
substantial reason whatsoever for his conclusion. The management fee
represents services performed pursuant to a contract between Piedmont and its
subsidiary. A copy of that contract was filed as an exhibit in this
proceeding. The Commission finds and concludes that the contract is fair and
reasonable and that the payment of $114,212 pursuant to said contract is fair
and reasonable and constitutes an appropriate expense to be recovered in this
proceeding.

The Public Staff increased customer accounts expense by $8,609. This
increase results from the larger annualization factor used by the Public
Staff. In view of -the fact that the Commission has rejected each of the
parties’ specific annualization factors, the Commission finds and concludes
that the appropriate adjustment to customer accounts expense is $1,492, which
results from the application of the annualization factor found to be fair and
reasonable by the Commission.

The difference of $274,884 in expenses allocated to nonutility operations
is comprised of the following components:

$145,958 of the difference relates to an additional, allocation of
merchandising and jobbing (M&J) expenses by the Public Staff as a result of a
recommendation made by its consultants, Currin and Associates, TInc. The
Commission concludes that fairness dictates that the fully distributed
allocation method, as proposed herein by the Currin and Assoclates witnesses,
should be used in allocating expenses to M&J accounts.

The next difference concerns the approach to the Massachusetts formula used
by the Public Staff and the Company. The Company used the historical approach
based on test year data while the Public Staff through its consultants, Currin
and Associates, used an end-of-period approach. The use of the end-of-period
approach is particularly appropriate herein because the new subsidiaries were
formed during the test year. Furthermore, since end-of-period adjustments are
standard for rate-making purposes, it is proper to adjust the three-factor
Massachusetts formula to an end-of-period level. The Commission concurs with
the Public Staff’s end-of-period approach. Currin and Associates at the time
of the hearing agreed to remove the allocated expenses related to outside
services of $11,851 which was incorporated by the Public Staff. However, the
Company agreed to the allocation of accounting and tax outside services of
$120,758 which would increase the adjustment for expenses allocated to
nonutility operations by .$4,492 based on the allocation factor proposed herein
by Currin and Associates.
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During the hearing, both the Company and the Public Staff made adjustments
to the expenses to be allocated to nonutility operations for salaries already
considered in the payroll adjustment. The Commission concludes that this
ad justment for salaries was not proper. Therefore, the Commission concludes
that the total amount of expenses that should be allocated to nonutility
operations 1s $460,315 (4467,674 - $11,851 + $4,492) and the adjustment should
be $274,884,

Based on the evidence presented, the Commission concludes that the proper
level of operating and maintenance expenses for the test year is $21,539,389.

The Public Staff and the Company agreed that the amount of depreciation
expense is $4,303,700; therefore, the Commission concludes this amount is
proper.

The third item of difference in operating expenses relates to other
operating taxes. The difference is related to two items. Public Staff
witness Cox increased other operating taxes by $651,U44 because of the
proposed increase in end-of-period revenues. Payroll taxes were reduced by
$23,672 due to the different percent of payroll charges to operations used by
the Public Staff. Consistent with the Commission’s decision to adopt the
Public Staff’s payroll adjustment, the Commission coneludes that the Public
Staff s adjustment to payroll taxes is appropriate.

Since the Commission, herein, has determined that neither of the parties”’
end-of-period revenues is appropriate for use in this proceeding, the
Commission concludes that the appropriate level of gross receipts taxes is
determined by application of the gross receipts tax rate to the Commission’s
end-of-period revenues, net of uncollectibles. In summation, the Commission
concludes that $16,239,182 is the proper level of operating taxes other than
income.

The fourth difference in operating revenue deductions of concern is Federal
and State income taxes. Both witnesses agreed on the methodology used, but
their amounts of income ¢taxes differed due to the different 1levels of
operating revenues and expenses. However, the Commission notes that,
consistent with past Commission decisions and the Internal Revenue Code, the
unamortized portion of the Job development investment tax credit (JDITC)
should be deducted from original cost net. investment when calculating interest
expense for income tax purposes. After consideration of the JDITC, and the
other Commission decisions reflected herein, the Commission concludes that the
appropriate levels of Federal and State income taxes are $4,756,663 and
$685,380, respectively.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 11

The evidence for this finding of fact was presented in the supplemental
testimony of Company witness Guy and Public Staff witness Hsu.

In its original prefiled testimony, the Company used its capital structure
at March 31, 1981, The Public Staff updated the capital structure to
September 30, 1981. On November 13, 1981, the Company filed its supplemental
testimony and agreed with the Public Staff’s position on capital structure by
also updating its capital structure to September 30, 1981, Hence, the
Commission concludes that the capital structure should be wupdated to
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September 30, 1981. Specifically, the Commission concludes that the proper
capitalization ratios for use in this proceeding are U4T.34% long-term debt,
1.85% preferred stock, and 50.81% common equity.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 12

The evidence concerning the cost of capital and fair rate of return was
presented by Company witnesses Guy, Hinson, and Meyer and by Public Staff
witness Hsu.

Subsequent to the Public Staff’s review of the Company-supplied working
papers on the updated embedded cost of debt and preferred stock, there was no
dispute with respect to the embedded cost of Piedmont’s long-term debt and
preferred stock; therefore, the Commission concludes that the embedded cost of
Pliedmont‘s 1long-term debt and preferred stock is 7.6U4% and 5.14%,
respectively.

Three witnesses presented evidence as to the cost of equity capital to
Piedmont. Eugene W. Meyer, Vice President of Xidder, Peabody and Co.,
testified that Piedmont should be allowed to earn 18% on its book common
equity in order to obtain a market to book ratio of 1.0x. Everette C. Hinson,
Senior Vice President - Finance of Piedmont, testified that the Company is
seeking 17% on its common equity at this time. Hsin-Mei Hsu, of the Public
Staff, testified that Piedmont should be permitted to earn 16.24% on common
equity.

In order to satisfy the financing requirements of the Cowmpany, witness
Meyer stated that ". . . at the minimum, the Company should obtain secure A/A
ratings for its debenture bonds." He then quantified the financial results
which he believed to be necessary in order for the Company to obtain such A/A
ratings as being the achievement of a minimum pretax coverage ratio of 3.5x to
4,0x and a debt ratio under 50%.

The key parameter in determining witness Meyer ‘s recommended rate of return
on common equity of 18% was the dividend to book value ratio. Witness Meyer
testified that a dividend to book ratio of 9.0% is required by investors to
provide a market to book ratio of 1.0x. Although witness Meyer stated on
cross-examination that his opinion of a 9.0% dividend yield of book value was
based on an examination of a 32-gas company sample group, he presented no
explicit analysis of the relationship between the market to book ratio and the
dividend yield on book value.

Witness Hinson testified that he totally agreed with witness Meyer’s
recommended return on equity of 18%. Nevertheless, considering the high cost
of living faced by its residential customers and the availability of alternate
fuels faced by its industrial customers, witness Hinson testified that the
Company is seeking a return on common equity of only 17%.

Public Staff witness Hsu employed a DCF analysis of two selected groups of
companies - one group consisted only of natural gas distribution companies,
while the other was composed of companies which she found comparable in
investment risk to Piedmont as measured by beta and Value Line safety
rankings.
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Based on her DCF analysis of Piedmont, witness Hsu concluded that the cost
of common equity capital was within the range of 15.9% to 16.6% with a
midpoint of 16.2%. After allowing a floatation cost adjustment, witness Hsu
recommended that the authorized rate of return on book common equity be set no
higher than 16.24%, Witness Hsu then stated that her recommended level of
return, if earned, would produce a pretax interest coverage of 5.27x, which is
much higher than the Company’s pursued 3.5x level (the level required to
obtain A/A ratings for its debenture bonds according to witness Meyer's
testimony).

The Commission concludes that, based upon its consideration of all of the
evidence presented with regard to this matter, the fair and reasonable rate of
return which the Company should be allowed to earn on its jurisdictional
common equity is 16.24%, which yields an overall fair rate of return of
11.96%.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 13

The Commission has previously discussed the findings and conclusions
regarding the fair rate of return which Piedmont Natural Gas Company should be
afforded an opportunity to earn.

The following schedules summarize the gross revenues and the rates of
return which the Company should have a reasonable opportunity to achieve based
upon the increases ' approved herein. Such schedules, illustrating the
Company ‘s gross revenue requirements, incorporate the findings and conclusions
heretofore and herein made by the Commission.

SCHEDULE 1
PIEDMONT NATURAL GAS COMPANY
Sate of North Carolina
STATEMENT OF OPERATING INCOME
For the Test Year Ended March 31, 1981

After
Line Present Increase Approved
No. Item Rates Approved Increase
1. Operating Revenues:
2. Natural gas sales $233,846,304  $9,172,740  $243,019,044
3. Miscellaneous 505,289 - - 505,289
u, Total §234,351,593 §$9,172,780 $243,524,333
5. Operating Revenue Deductions:
6. Cost of gas ) $176,605,076 ¢ = $176,605,076
T. Operation and maintenance 21,539,389 42,442 21,581,831
8. Depreciation 4,303,700 - 4,303,700
9. Taxes other than income 16,239,182 547,818 16,787,000
10.  State income taxes 685,380 514,949 1,200,329
11. Federal income taxes 4,756,663 3,711,064 8,467,727
12. Total operating revenue :
deductions 224,129,390 4,816,273 228,945,663

13. Operating income for return $ 10,222,203  $4,356,467 $ 14,578,670
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SCHEDULE II
PIEDMONT NATURAL GAS COMPANY
State of North Carolina
STATEMENT OF RATE BASE AND RATE OF RETURN
For the Test Year Ended March 31, 1981

Line
No. Item Amount
1. Investment in Gas Plant
2. Gas utility plant in service $149,684,11
-3. Leasehold. improvements 433,796
4, Depreciation reserve (43,212,776)
5. Construction work in progress 6,262,122
6. Customer advances for construction (6u8,701)
7. Working capital 18,070,721
8. Accumulated deferred income taxes (8,728,810)
9. Original cost rate base $12115601593
10. Rate of Return
1. Present rates 8.138%
12. Approved rates 11.96%
SCHEDULE III
PIEDMONT NATURAL GAS COMPANY
State of North Carolina
STATEMENT OF CAPITALIZATION AND RELATED COSTS
For the Test Year Ended March 31, 1981
Present Rates - Original Cost Rate Base
Line Original Cost Ratio Embedded Operating
No. Item Rate Base ] Cost % Income
1. Long-term debt $ 57,688,757 47.34 7.64 $ u,L07,421
2. Preferred stock 2,254,419 1.85 5.14 115,877
3. Common equity 61,917,317 50.81 9.20 5,698,905
u, Total $121,860,493  100.00 $10,222,203
Approved_ﬂates - Original Cost Rate Base
1. Long-term debt $ 57,688,757 47,34 7.64 $ 4,407,821
2. Preferred stock 2,254,419 1.85 5.14 115,877
3. Common equity 61,917,317 50.81 16.24 10,055,372
4, Total 312_'“83‘11, 0,493 100,00 TN, 578,570

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 14

The evidence for this finding of fact 1is contained in the testimony and
exhibits of Company witness Schiefer and Publiec Staff witness Garrison. No
other party offered any evidence with respect to the proposed rate schedules;
however, the North Carolina Textile Manufacturers Assoclation did question
certain aspects of Piedmont’s rates by way of cross-examination. Aside from
the differences caused by different revenue requirements and sales volumes,
the only major difference between the Company’s proposed rate design and that
proposed by the Public Staff concerns the monthly charge for outdoor gas light
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service provided in rate schedule 105. The Company proposed no change to the
monthly charge while the Public Staff proposed an increase of $3.00 per
month. The Commission concludes that the increase proposed by the Public
Staff to the rate schedule 105 monthly charge should not be incorporated in
the rates to be filed by the Company since public notice of such recommended
charge has not been given in this proceeding.

In addition, the Commission concludes that the Company should prorate the
customer or facilities charge for those customers on the system for less than
a full billing cycle. Both the Company and the Public Staff state that the
economic effect on the Company is nil. While the Commission is concerned with
keeping the Company "whole," each customer should also be kept whole to the
extent practicable. The Commission notes that the Company already prorates the
commodity charge in its rates when a change in rates occurs. Prorating the
customer or facilities charge is simply an extension of this. Therefore, the
Commission concludes that the Company should now begin to prorate its customer
charge.

After a review of the entire record, the Commission concludes that the
rates included in Appendix A attached hereto are appropriate and will generate
the approved level of revenue found to be reasonable herein. 1In this regard,
the Commission notes that the rates approved herein have been designed so as
to adjust the rates of return proposed by Piedmont between classes of service
by reducing the proposed returns required from the Company’s industrial
customers on rate schedule 103 to a greater degree than the reduction in
proposed rates granted herein to the Company’s rate schedule 101 and 102
customers. It is clear that results of the cost-of-service study presented in
this case by Piedmont certainly indicate that, in general, thé Company’s
industrial customers do in fact contribute, and have historically contributed,
a greater amount to Piedmont’s cost of service than have its residential
customers. The rate designs herein approved by the Commission and set forth in
Appendix A attached hereto serve to more equitably distribute Piedmont’s cost
of service among its customers. Furthermore, while said rate designs are felt
to be Justified under the facts of this case, they are certainly not
necessarily meant to be indicative of or to encompass any radical change in
Commission philosophy with respect to any future shifts in rates of return
between customer classes. Rather, the Commission concludes that said rate
designs are entirely fair and reasonable and justified under the facts of this
case as a means of more equitably adjusting Piedmont ‘s rates of return between
customer classes without radically affecting the Company’s residential
customers. The Commission will continue, in all future general rate cases
filed by Piedmont, to consider and determine rate design issues on the basis
of the facts presented in each particular case.

IT 1S, THEREFORE, ORDERED as follows:

1. That Piedmont Natural Gas Company, Inc., be, and is hereby, allowed to
increase its rates and charges based on the Company’s level of test year
operations by $9,172,7h0.

2. That the base rates attached hereto as Appendix A be, and the same are
hereby, approved effective for service rendered on and after the date of this
Order.
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3. That Piedmont shall file appropriate tariffs in conformity with the
base rates set forth in Appendix A and in conformity with the provisions of
this Order not later than ten (10) days from the date of this Order.

ISSUED BY ORDER OF THE COMMISSION.
This the 2nd day of February 1982.
NORTH CAROLINA UTILITIES COMMISSION
(seaL) Sandra J. Webster, Chief Clerk

APPENDIX A
DOCKET NO. G~9, SUB 212
APPROVED BASE RATES

Rate Schedule Season Facility Charge/Month  Commodity Charge/Therm

101 o 8 wos(D

Winter(3) $.51190

Sumner .46190
102 (2) 8.00

w1nter(3) .51190

Summer . 46190
103 (2) 100.00

Winter(a) 45129

Summer .42629
104 (2) 200.00

w1nter(3) L2629

Summer . 42629

105 5.00

(1)

(2) Excludes Government Housing
(3) April 1 - October 31
November 1 - March 31

DOCKET NO. G-9, SUB 219

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Application of Piedmont Natural Gas Company, Inc., ) ORDER GRANTING PARTIAL
for An Adjustment of Its Rates and Charges ) INCREASE IN RATES AND
) CHARGES

HEARD IN: Commissioner’s Board Room, #4th Floor, County Office Building,
720 East Fourth Street, Charlotte, North Carolina, on October 5,
1982

Auditorium, Guilford County Social Services Building, 301 North
Eugene Street, Greensboro, North Carolina, on October 6, 1982
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Commission Hearing Room, Dobbs Building, 430 North Salisbury
Street, Raleigh, North Carolina, on Octover 7, 8, 12, and 13, 1982

BEFORE: Commissioner Edward B. Hipp, Presiding; and Chairman Robert K.
Koger and Commissioner Leigh H. Hammond

APPEARANCES:
For the Applicant:

Jerry W. Amos, Brooks, Pierce, McLendon, Humphrey & Leonard, P.O.
Drawer U, Greensboro, North Carolina 27410
For: Piledmont Natural Gas Company, Inc.

For the Intervenors:

Paul L. Lassiter and Antoinette R. Wike, Public Staff - North
Carolina Utilities Commission, P.0. Box 991, Raleigh, North
Carolina 27602

For: The Using and Consuming Public

Jerry B. Fruitt, Eller & Fruitt, P.0. Drawer 27866, Raleigh, North
Carolina 27612
For: The North Carolina Textile Manufacturers Association

BY THE COMMISSION: This matter arose upon the filing of an application on
April 30, 1982, by Piedmont Natural Gas Company, Inc. (Piedmont, Applicant, or
the Company), requesting an adjustment of its rates and charges effective
May 30, 1982, to produce additional annual revenues from North Carolina
operations of approximately $10,109,801. Piedmont stated in its application
that the purpose of the request was to enable the Company to earn the rate of
return (16.24% on common equity) granted by the Commission on February 2,
1982, in Docket No. G-9, Sub 212, its 1last general rate case. Included in
this application, in addition to accounting and pro forma adjustments, were
estimated update adjustments through July 31, 1982.

The Public Staff filed Notice of Intervention on May 24, 1982, By Order
issued May 25, 1982, the Commission declared the application to be a general
rate case under G.S. 62-137, suspended the proposed rate increase for a period
of 270 days, scheduled the matter for hearing, requested the Company to give
public notice of the application and hearings, and established the test period
to be used in the proceedings.

The Public Staff filed a Motion on May 14, 1982, requesting the Commission
to prevent Piedmont from updating its test year or, in the alternative, to
restrict the update adjustments to March 31, 1982, and to require the Company
to file supporting testimony and exhibits no later than June 15, 1982.
Piedmont stated in 1ts response filed May 24, 1982, that information
supporting the update adjustments would be available no later than August 20,
1982, By Order issued June 7, 1982, the Commission declared the test period
to be used by all parties to be the 12 months ended December 31, 1981, and
permitted Piedmont to file a comprehensive update through March 31, 1982, no
later than July 1, 1982, and any party to make adjustments of material
significance through July 31, 1982, no later than August 20, 1982, Piledmont
made no comprehensive update through March 31, 1982, pursuant to the
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Commission Order. On . August 20, 1982, however, the Company filed revised
testimony and exhibits which included actual updates along with certain
accounting adjustments and corrections recommended by the Public Staff. The
effect of the August 20, 1982, filing was to reduce the additional revenue
request to approximately $6,630,626. The Public Staff filed testimony and
exhibits on September 15, 1982, recommending that the Company receive only
approximately $1,511,422 in additional annual revenues. Also, on
September 15, 1982, the Public Staff filed and the Commission granted a motion
for a one-~week extension of time to file Exhibit JTG-7, Cost of Service Study,
to the prefiled testimony of John T. Garrison, Jr.

The matter came on for public hearings as scheduled. At the Charlotte
hearing on October 5, 1982, the Commission received the testimony of Seddon
Goode, Jr., President of the University Research Park and an investment
banker, and Larry Steven Moore, construction engineer with the City of
Charlotte. Witness Goode testified that Piedmont’s financial strength and
ability to serve are important to the Charlotte area from an industrial
development standpoint. Witness Moore testified that the working relationship
between the City and Piedmont has been one of good cooperation and
coordination. In addition to. the testimony of those two witnesses, the
Commission received into evidence a letter from Janet Hunter, on behalf of the
Central Piedmont group of the Sierra Club North Carolina Chapter, commending
Piedmont for its diversification into solar technology and propane sales.

There were no publip witnesses at the Greensboro hearing.

The case in chief came on for hearirig as scheduled in Raleigh. The Company
presented the testimony and .exhibits of the following witnesses: John H.
Maxheim, President and Chief Executive Officer of Piedmont; Ware F. Schiefer,
Vice President - Gas Supply of Piedmont; Barry L. Guy, Controller of Piedmont;
Eugene W. Meyer, Vice President and Director of Kidder, Peabody & Co.; and
Robert W. Hahne, partner in the firm of Deloitte Haskins & Sells. At.the
commencement of the Raleigh hearing, the Company further reduced its
additional revenue request to $6,183,313.

The Public Staff presented the testimony and exhibits of its witnesses as
follows: John T. Garrison, Jr., Utilities Engineer with the Natural Gas
Division of the Public Staff; Elizabeth C. Porter, Staff Accountant with the
‘Accounting Division of the Publie Staff; and Dr. Richard G. Stevie, Director,
Economic Research Division of the Public Staff. At the opening of its case,
the Public Staff made certain revisions to its testimony which were
accompanied by revised exhibits of witness Garrison.

The Intervenor NCTMA offered no evidence.
The Company presented rebuttal testimony .of witnesses Schiefer and Maxheim.

The Commission Staff, through Robert P. Gruber, General Counsel, entered a
limited appearance for the purpose of presenting the testimony and exhibits of
Donald R. Hoover, Director of Accounting, with respect to the funding of the
National Regulatory Research Institute (NRRI).

On October 18, 1982, the Public Staff submitted late-filed revised exhibits
of witness Porter as requested by the Company and of witness Garrison as
requested by the NCTMA. Also, on October 18, 1982, the Public Staff made
Motion to file additional exhibits.
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Based upon the verified application, the testimony and exhibits received
into evidence at the hearings, and the record as a whole, the Commission makes
the following

FINDING OF FACTS

1. 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_U42
North Carolina communities and is properly before the Commission in this
proceeding for a determination of the Jjustness and reasonableness of its rates
and charges as regulated by the Commission under Chapter 62 of the General
Statutes of North Carolina.

2. The test period ‘-established by the Commission and utilized by all
parties in this proceeding is the 12 months ended December 31, 1981, updated
primarily through Juiy 31, 1982.

3. By its application Piedmont sought rates to produce additional annual
gross revenues of $10,109,801. By revised testimony, the Company seeks rates
to produce revenues of $251,254,018, an increase of $6,187,648 over rates in
effect at July 31, 1982,

k. No construction work in progress (CWIP) should be included in
Piedmont ‘s rate base in this proceeding.

5. The reasonable allowance for working capital for Piedmont is
$18,276,344.

6. The original cost of Piedmont’s plant in service used and useful in
providing natural gas service in North Carolina is $167,235,437. To this
amount should be added leasehold Improvements net of amortization of $297,620
and deducted the accumulated depreciation associated with the original cost of
this plant of $47,320,658, customer advances for construction of $681,865 and
accumulated deferred income taxes of $11,794,604, resulting in a reasonable
original cost less depreciation or a net gas plant in service of $107,735,930.

7. The reasonable -original cost less depreciation of Piedmont’s plant in
service to its customers 1in North Carolina of $107,735,930, plus the
reasonable allowance for working capital of $18,276,344 yields a reasonable
original cost of the Company’s property used and useful to North Carolina
customers of $126,012,274.

8. The reasonable level of annual volumes that Piedmont can be expected to
sell in North Carolina under normal weather conditions is 49,151,145
dekatherms. The total Company supply required to achieve this level of sales
is 68,073,759 dekatherms.

9. Piedmont‘s test year level of operating revenues, after appropriate
accounting and engineering ad justments, under present rates is $245,408,418.

10. Piedmont’s test year 1level of operating revenue deductions, after
accounting and pro forma ad justments, including taxes and interest on customer
deposits, is $232,684,360, which includes the amount of $4,708,688 for actual
investment currently consumed through reasonable actual depreciation.
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11, Pledmont’s net operating income for return under present rates should
be increased by a growth adjustment of $59,803.

12. The capital structure which 1s proper for use in this proceeding is as
follows:

Long-term debt 45.35%
Deferred stock 1.48%
Common equity 53.17%

Total 100. 00%

13. The proper embedded costs of Piedmont’s long-term debt and preferred
stock are 7.66% and 5.12%, respectively. The rate of return which should be
applied to the original cost rate base is 11.87%. This return on Piedmont’s
rate base of 11.87% will allow the Company the opportunity to earn a return on
its common equity of 15.65%, after recovery of the embedded costs of debt and
preferred stock. Such returns on rate base and on common equity will enable
Piedmont, by sound management, to produce a fair return for its .shareholders,
to maintain 1ts facilitles and service 1in accordance with the reasonable
requirements of its customers, and to compete in the market for capital funds
on terms which are reasonable and fair both to the customers and to the
existing investors.

14. The annual revenue requirement approved herein is $24%9,982,142, an
increase of $4,573,724 in Piedmont’s gross revenues under rates currently in
effect. This revenue requirement, which will allow the Company to earn the
11.87% return on its rate base that the Commission has found to be just and
reasonable, is based upon the original cost of Piedmont s property used and
useful in providing service to 1its customers and its reasonable test year
operating revenues and expenses as previously set forth in these findings of
fact.

15. The rates set forth in Appendix A attached hereto and approved herein
will produce the appropriate level of end-of-period revenue and afford
Piedmont an opportunity to achieve the approved overall rate of return of
11.87%.

16. The National Regulatory Research Institute (NRRI) is performing
valuable work for the state utilities commissions, including this Commission,
and for the regulated utilitlies by providing research and technical assistance
and educational programs, There 1is' a need for the member states of the
National Association of Regulatory Utility Commissioners to establish
regularized funding for the NRRI to ensure that this Institute can continue
its work despite the certain loss of federal funding. It 1s reasonable and
appropriate for Piedmont to contribute to the funding of the Institute.

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 1, 2, AND 3

The evidence for these findings of fact 1is contained in the verified
application, the Commission Orders Setting Investigation and Hearing and
Ruling on Motion to Restrict Updates, and the testimony and exhibits of
Company witnesses Maxheim, Schiefer, and Guy and Public Staff witnesses
Garrison and Porter, and is uncontroverted.
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EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 4

The issue of the amount of construction work in progress (CWIP) to be
allowed in rate base was discussed primarily in the testimony of Dr. Richard
G. Stevie, Director of the Economic Research Division of the Public Staff, and
in the testimony and exhibits of Company witness Guy. The Company took the
position that all CWIP, amounting to $3,529,471 at July 31, 1982, should be
placed in rate base. However, Dr, Stevie testified that in analyzing the dual
guidelines of "financial stability" and "public necessity,"” Piedmont was in a
very good financial position. CWIP, as a percentage of rate base, was quite
small. Allowance for funds used during construction as a percent of net
income was below 1 1/2%, and pretax cash interest coverage was 3.7x even if no
CWIP was in rate base. For these reasons, Dr. Stevie ccacluded that it was
not necessary to the financial stability of the Company to allow CWIP in rate
base.

Company witness Guy stated in redirect testimony that approximately
$3,078,527 of construction had been completed since July 31, 1982, and that
4891,577 of this amount related to the Charlotte West Loop. On
cross-~examination witness Guy stated that some of this completed plant was
revenue producing.

Based on all the evidence of record, the Commission concludes that for
purposes of determining fair and reasonable rates in this proceeding the plant
completed since July 31, 1982, and consequently used and useful to the
Applicant “s customers, should be included in plant in service. The Commission
further concludes, as reflected under Evidence and Conclusions for Finding of
Fact No. 11, that the Applicant’s net operating income should be increased to
reflect this adjustment to plant in service. Furthermore, the Commission
concludes that $450,944 (3,529,471 - 3,078,527) of CWIP should not be included
in rate base due to the fact that it does not meet the tests of "financial
stability” and "public necessity."

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 5
The evidence for this finding is contained in the testimony and exhibits of
Company witnesses Guy and Schiefer and Public Staff witnesses Porter and

Garrison.

A comparison of the components of working capital presented by the parties
in their respective proposed orders is shown below:

Public Staff

Company Ad Justment Public Staff
Cash -~ lead-lag study $ 1,109,815 $ - $ 1,109,815
Compensating balances 1,077,219 - 1,077,219
Cash working funds 61,223 - 61,223
Average prepayments 79,685 - 79,685
Operating and construction
supplies 2,789,893 - 2,789,893
Natural gas stored 15,087,548 (1,990,039) 13,097,509
Customer deposits (1,332,898) (1,332,898)

Total working capital 515’5722555. ($1,9590,039) 316,882,
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The witnesses agree on all of the components of the working capital
allowance except for the amount of capital to support stored natural gas.
There being no evidence to the contrary, the Commission concludes that those
components of working capital on which the parties agree are reasonable and
proper.

At the hearing, the Company revised the amount of working capital for
stored gas to $15,087,548 based on average volumes of 5,287,547 dt at July 31,
1982, priced at a projected weighted unit cost at November 1, 1982, excluding
demand charges. The Public sStaff, in its original testimony and -exhibits,
included $14,760,897 in working capital for stored natural gas based on
average volumes of 5,287,547 dt for the 12 months ended July 31, 1982, using
an estimated weighted unit cost including demand charges at September 1,
1982, In late filed exhibits the Public Staff revised this amount to
$13,983,230 based on the same 5,287,547 dt priced at the actual October 1,
1982, rates.

In 1its Proposed Order, the Public Staff included $13,097,509 in working
capital for stored natural gas. The difference of $1,990,039 ($15,087,548 -
$13,097,509) results from the Public Staff’s use of the August 1, 1982,
weighted unit price derived from pricing of average volumes of natural gas
stored as of July 31, 1982.

In order to resolve this issue, the Commission must make the following
determinations:

1. The proper volume level of natural gas stored;

2. Proper unit (per dt) price and components of unit price;

3. Date at which unit (per dt) price is to be calculated; and

4, Proper allocation percentage between North and South Carolina.

Both parties agree that the average total Company stored volumes for the 12
months ended July 31, 1982, of 5,287,547 dt are the proper base for
determining working capital regquired for stored natural gas. Therefore, the
Commission concludes that total Company 5,287,547 dt is the proper base for
calculating the stored gas component of working capital.

The parties disagree on the components of the unit (per dt) price for
natural gas stored. The Company used a weighted CD-2 and DS-1 price including
a demand charge component in its original exhibits as well as in its update to
July 31, 1982; however, in its final exhibits, the Company used a weighted
cost excluding demand charges. The Public Staff used a weighted cost
calculated in the same way as the Company except that each of the Public
Staff’s unit costs included a demand charge component.

Thé Commission believes that the unit price should include a demand charge
component. The Company includes a demand charge component in the recorded
cost of natural gas stored and a demand charge component has been included in
the valuation of stored volumes in prior general rate proceedings as well as
purchased gas adjustment applications. The Commission believes that the
demand charge 1s an integral part of the cost of natural gas.
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As to the proper date at which the unit (per dt) price is to be calculated,
the Commission concludes that recognition should be given to current price
levels in effect at the close of the hearing. Hence, the Commission finds the
evidence presented by the Company on this point to be persuasive; however, the
Commission concludes that the proper rate to be used is the actual rate in
effect at the close of the hearing, rather than an estimation, as supported by
the Company. Therefore, based on the foregoing, the Commission concludes that
the appropriate unit (per dt) price for determining the proper valuation of
the Applicant’s gas in storage is $3.753 per dt.

Consistent with the findings under Evidence and Conclusions for Finding of
Fact No. 10, the Commission further concludes that the proper allocation
factor is 77.85%, as presented by the Company. Hence, the Commission finally
concludes that the proper amount of working capital to be included in the
Applicant’s working capital allowance in this proceeding, to support natural
gas in storage, is $14,491,407.

Based on all of the foregoing, the Commission concludes that the
appropriate level of Piedmont’s total working capital allowance to be included
in rate base in this proceeding is $18,276,344,

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 6 AND T

Company witness Guy and Public Staff witnesses Porter and Stevie offered
testimony regarding Piedmont’s reasonable original cost rate base. The
following chart summarizes the amounts which the Company and the Public Staff
contend are the proper levels of original cost rate base to be used in this
proceeding:

Item Company Public Staff

Gas utility plant in service $167,686,381 $164,156,910
Leasehold improvements, net of

amortization 297, 620 297,620

Accumulated depreciation (47,320,658) (47,320,658)

Customer advances for construction (681,865) (681,865)

Allowance for working capital 18,872,485 16,882,446

Cost-free capital - Transco refund

(net of tax) (282,327)

Accumulated deferred income taxes (11,794,604) (11,794,604)
Total original cost rate base $127,059, 359 $121!257!522

As shown above, the total net difference between the Company and the Public
Stafr is $5,801,837. The Company and the Public Staff agreed to the
appropriate 1levels of leasehold improvements, accumulated depreciation,
customer advances, and accumulated deferred income taxes; therefore, the
Commission finds these amounts to be reasonable to use in determining original
cost rate base.

The first area of disagreement between the Company and the Public Staff
concerns the appropriate level of utility plant in service to include in rate
base. The Company contends that it is proper to include $3,529,471 of CWIP in
rate base while the Public Staff believes there should be no CWIP included in
rate base.
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This matter was addressed under Evidence and Conclusions for Finding of
Fact No. 4, and therefore, consistent with Evidence and- Conclusions for
Finding of Fact No. 4, the Commission concludes that $3,078,527 of
construction completed and used and useful subsequent to July 31, 1982, and
before the end of the hearing should be included in the Applicant’s rate base
as plant in service but that $450,944 of construction not completed before the
end of the hearing should be excluded from the Applicant’s rate base.
Therefore, the Commission concludes that the Applicant’s appropriate
end-of-period 1level of plant in service to be included in rate base is
$167,235,437.

The next area of difference concerns the allowance for working capital.
The ‘Commission has found in the Evidence and Conclusions for Finding of Fact
No. 5 that $18,276,344 is the appropriate level and therefore includes that
amount for the allowance for working capital in determining the rate base.

The last difference between the Company and the Public Staff concerns the
treatment of Transco refunds as cost-free capital.

This matter is related to the Commission’s decision in Docket No. G-100,
Sub 37, in which the Commission ordered Piedmont to refund to its customers
monies received from Transco. Pledmont appealed this decision to the Court of
Appeals. The Court reversed the Commission’s decision. State ex zgl.
Utilities Commission v. Public Service Co., 56 N.C. App. 448 (1982). The
Appeals Court decision is now before the North Carolina Supreme Court for
final disposition. No. 216 P82, argued November 10, 1982, Piedmont 1is
currently retaining the refunds and 1s accruing interest on the balance
pending final disposition by the Supreme Court. The Commission concludes that
consistent with its final decision in Docket No. G-100, Sub 237, these monies
should not be treated as cost-free capital, as long as the matter of refund to
Piedmont “s customers is before the Supreme Court. Thus, it is only
appropriate here for the Commission’s actions in this proceeding to be
supportive and consistent with the decision in Docket No. G-100, Sub 37.

Based upon the foregoing, the Commission concludes that the appropriate
original cost rate base for use in setting rates in this proceeding 1is
$126,012,274,

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 8

The evidence supporting this finding 1is contained in the testimony and
exhibits of Public Staff witness Garrison and Company witness Schiefer.

A determination of the reasonable annual level of the North Carolina volume
sales which Piedmont can reasonably be expected to make must be made by the
Commission in order to determine the annual level of revenues appropriate for
use in this case.

Both the Public Staff and the Company agreed that the Company’s actual
North Carolina sales volumes during the test period were 49,585,967 dt.
Moreover, both the Company and the Public Staff agreed that an adjustment to
normalize the actual test period sales volumes for the effects of normal
weather was appropriate. The total North Carolina test period sales volumes
after the Company’s weather normalization adjustment, which the Public Staff
adopted, was 48,709,326 dt.
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Howefer, Public Staff witness Garrison calculates Piedmont’s reasonable
annual level of North Carolina sales volumes to be 49,267,357 dt, whereas
Company witness Schiefer’s calculation produces a reasonable annual level of
North Carolina sales volumes of 49,086,430 dt.

This difference arises primarily out of differences in the methodology used
by each witness in making a further adjustment to the Company’s weather
normalized test year sales volumes. This adjustment is the annualization of
test year sales volumes to reflect the additional volumes which will be sold
by Piedmont due to customers added during the course of the test year. 1In
addition, Company witness Schiefer made a further adjustment to sales volumes
to reflect a change in the use per customer.

The Commission will first consider the annualization of the weather
normalized test year sales volumes made by witnesses Garrison and Schiefer.
The methodologies of both witness Garrison and witness Schiefer assume that
one-half of the customer additions occurred in the last half of the test
year. Both methodologies also calculated a separate factor for seven
different categories of the Company’s customers on the residential and
commercial rate schedules. In addition, witness Garrison calculated three
factors for the Company’s industrial customers but only applied one of those
factors to the weather normalized test year sales volumes. That factor
pertained to the Company’s industrial process customers.

One significant difference in the methodologies used by witnesses Garrison
and Schiefer, other than the number of customers categories used, concerns the
determination of the factor to be used in increasing the weather normalized
test vear sales volumes. Witness Garrison determined the average number of
customers billed each month for the 12 months immediately preceding the test
year. This was then divided into the number of customer additions to get the
percent increase in the number of customers. This percent increase was then
divid