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DOCKET NO. ft-100, SOB 11 

BEFORE THE NORTH CAROLINA UTILITIES COftftISSION 

In the natter of 
The revision of certain· rules and regulations of J 

, 

the North Carolina Utilities commission, pursuant) ORDER 
t.o G.s. 62-266 ) 

The North Carolina Utilities Commission acting under the 
power and authority delegated to it by lav, after due 
consideration, hereby promulgates and adopts the following 
revisions to its rules and regulations relating to motor 
carriers and directs tbat the same shall be in full force 
and effect from and after the 1st day of July, 1971. 

Amend Article 12. Specific Rules Applicable Only to 
IntErstate Carriers, as follows: 

(1) stri~e the period at the end of Paragraph (b) of Rule 
R2-76 and insert in lieu of such period the folloving: 

"• and shall enter the appropriate expiration date in the 
space provided belov the certificate.. such expiration 
date shall be vithin a period of 15 months from the date 
the cab cat:'d is e:z:ecuted and shall not be later in time 
than the expiration date of the identification stamp 
placed on the back thereof." 

(2) Amend Paragraph (c) of Rule R2-74 (c) by adding a 
sentence to read as follows: 

"North Carolina identification 
expiration date of the 1st day 
succeeding calendar year." 

stamps shal.l 
of February 

bear 
in 

an 
the 

(3) Strike Paragraph (e) of Rule R2-76 and insert nev 
text in lieu thereof as follovs: 

"(e) Eacb. 
i11111ediately 
provided in 

motor carrier shall 
upon its e:z:pi:c:..__ation, 

the proviso to paragraph 

destroy a cab card 
e:z:ceot as otherwise 
(f} Of this section. 11 

(11) Redesignate Paragraph (f) of Rule R2-76 to (g) and 
insert-new Paragraph (f) to read as follows: 

n (f) & motoc carrier permanently discontinuing the use of 
a vehicle, for which a cab card has been prepared, shall 
nullify the cab card at the time of such discontinuance: 
Proyid~,!!, 11-Q.![g,Xg,Ia:,, That if such discontinuance results 
from destruction, loss or transfer of ovnecship of a 
Tehicle ovned by such carrier and such carrier provides a 
newly acquired vehicle in substitution therefor vithin JO 
days of the date of such discontinuance, each 
identification stamp placed on the cab card prepared for 
such discontinued vehicle, if such card is still in the 
possession of the carcier, may be transferred to the 
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substitute vehicle by co■ pliance vith the 
procedure: 

fOlloving 

n(1) Such motor carrier shall daly complete and execute 
the form of certificate printed on the front of a nev cab 
card., so as to identify,.itself and the substitute •ehicle 
and shall enter the appropriate ew:piration date in the 
space provided belov such certificatei 

"(21 Such 1110tor carrier shall indicate the date it 
terminated use of the discontinued vehicle by entering 
same in the space proTided for an early expiration date 
vhich appears belov the certificate of the cab card 
prepared for such vehicle; and 

"(3) such motor carrier shall affix the cab card prepared 
for the substitute vehicle to the front of the cab card 
prepared for the discontinued •ehicle, by permanently 
at:taching the upper left-hand corners of both cards 
togethe~ in such a manner as to permit inspection of the 
contents of both cards and, thereupon each indentification 
stamp appearing on the back of the card prepared for t:he 
discontinued vehicle shall be deemed to apply to the 
operation of the substitute yehicle." 

(5) Amend Paragraph (b) of Rnle R2-75 by striking the 
al!lount:s n.t:1 .. ooon and ns2 .. ooon therefrom and inserting in 
lieu thereof the amounts 0 $2 .. 500" and "$5.,000" respectively. 

(6) Amend Paragraph (b) of Rule R2-7q by striking 
therefrom the following: 

"The application for the issuance of cab cards shall be in 
the form set forth in Form c appended to and made a part 
of this article. The application shall be printed on the 
reverse side of the uniform a pplica. tion for registration 
and identification of vehicles as set: forth in Form B 
appended hereto. The application shall be duly completed 
and executed by an official of the motor carrier." 

ISSUED BY ORD~R OP THE C0!8ISSIOH. 

This the 15th day of June .. 1971. 

HORTH CABOLIHA UTILITIES COftftISSION 
-nne L. Olive. Deputy Clerk 

(SEAL) 

DOC~ET HO. ft-100 1 SUB 21 

BEFORE TBE NOBTR CAROLINA UTILITIES coaaISSIOH 

In the !latter of 
Rules for registration of exempt in~rstate 
eot:or carriersr pursuant. to G. S. 62-266 ORDER 
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The North Carolina Utilities commission acting under the 
power and authority delegated to it by lav, after due 
consideration, hereby promulgates and adopts the following 
revisions to its rules and regulations relating to motor 
carriers and directs that the same be in full force and 
effect from and after the 1st day of Julv, 1971. 

Amend Article 13 as follows: 

(1) Strike the period at the end of Paragraph (g) of Rule 
B2-83 and insert in lieu of such period the fo llowin;: 

", and shall enter the appropriate expiration date in the 
space provided below the certificate. such expiration 
date shall be vithin a period of 15 months from the date 
the cab card is executed and shall not be later in time 
than the expiration date of the identification stamp 
placed on the back thereof." 

(21 Amend Paragraph (k} of Rule R2-83 by adding a new 
sentence to read as follows: 

"In addition, such stamp shall bear an expiration date of 
tbe 1st day of February in the suc~eeding calendar year." 

(3) Amen~ Paragraph (p) to Bole R2-83 by striking the 
existing language and by inserting in lieu thereof the 
fol loving: 

"(p) Each 
immediately 
provided in 

motor carrier shall 
upon its expiration, 

the proviso to paragraph 

destroy a 
except as 
(q) of this 

cab card 
otherwise 
section. n 

(IJl Redesigna.te Paragraph (g} of Rule tt2-83 to (r) and 
insert new Paragraph (q) to read as follows: 

n (q) A motor carrier permanently discontinuing the use of 
a vehicle, for vhich a cab card has been prepared, shall 
nullify the cab card at the time of such discontinuance: 
f~ed, h2~Y~~, That if such discontinuance cesults 
from destruction, loss or transfer of ownership of a 
vehicle owned hy such carrier and such carrier provides a 
newly acquired vehicle in substitution therefor within 30 
days of the d.ate of such discontinuance, each 
identification st.amp placed on the cab card prepared for 
such discontinued vehicle, if such card is still in the 
possession of the carrier, may be transferred to the 
substitute vehicle by compliance vith the following 
procedure: 

n (1) such motor carrier sha11 duly co.11plete and erecute 
the form of certificate printed o·n the front of a new cab 
card, so as to identify itself and the substitute Tehicle 
and shall enter the.appropriate erpiration date in the 
space provided belov such certificate; 
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n (2) such motor carrier shall indicate the date it 
terminated use of the dis con t.inued vehicle by entering 
same in the space provided for an early expiration date 
which appears below the certificate of the cab card 
prepared for such vehicle; and 

"(3) Such motor carrier shall affix the cab card prepared 
for the substitute vehicle to the front of the cab card 
prepared for the discontinued vehicle. by perminently 
attaching the upper left-hand corners of both cards 
together in such a manner as to permit inspection of the 
contents of both cards and, thereupon, each identification 
stamp appearing on the back of the card prepared for the 
discontinued vehicle shall be deemed to apply to the 
operation of the substitute vehicle." 

BY ORDER OF THE co""ISSION. 

This the 15th day of June, 197~. 

NORTH CAROLINA UTILITIES CO"!IISSION 
lnne t. Olive, Deputy Clerk 

(SEAL) 

DOCKET NO. "-100, SUB 31 

BEFORE THE NORTH CAROLINA UTILITIES co""ISSION 

In the ~atter of 
Rule R2-37 - Proposed revision of Group 3, 
Petroleum and Petroleum Products, Liquid, 
in Bulk in Tank Trucks 

ORDER 

HP.ARD IN: 

BEFORE: 

APPEARANCES: 

The Commissiort•s Hearing 
Raleigh, North Carolina 
1970, at 9:30 A.M. 

Room, Ruffin Building, 
on July 29 and JO, 

Chairman Harry T. Westcott, Presiding ancl 
Commissioners Marvin~. Wooten and ftiles H. 
Rhyne 

In Support of the Proposal: 

J. Ruffin Bailey 
Bailey, Dixon, Wooten and ftcDonald 
l\t.torneys at Lav 
P. o. Box 2246, Raleigh, North Carolina 27602 
Appearing for: Associated Petroleum Carriets 

Kenan Transport company 
O 'Boyle Tank Lines, Inc. 
A. c. Widenhouser Inc. 

A.. R. -Plynn, Jr. 
York, Boyd & Flynn 
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P. o. Box 1AO, Greensboro, R. c. 
Appearing for: f't & ft Tank Lines, Inc. 

Eagle Transport corporation 

In Opnosition to the Proposal: 

Rarry c. Ames, Jr. 
\mes, Hill & A.111 es 
Attorneys at Lav 
666 11th Street, N. w. 
Washington, D. c. 20001 
Appearing for: Central Transport, Inc. 

Clawson L. Williams, Jr. 
Attorney at Lav 
1004 Branch Banking and Trust Building 
Raleigh, N .. C. 
~ppearing for: Central Transport, Tnc. 

f'laybelle Transport Company 
Chemical Leaman Tank Lines 

R. Mayne ~!bright 
Attorney at Lav 
1014 Branch Banking and Trust Building 

5 

P. o. Box 1206, Raleigh, Borth Carolina 27602 
Appearing for: Public Transport corporation 

For the Commission Staff: 

f'!aurice w. Horne 
Assistant Commission !ttorney 
N. c. Utilities Commission 
Ruffin Building, Raleigh, North Carolina 

BY THE CO!~ISSIOH: By order of !arch 25, 1970, the 
Commission instituted this rule making proceeding on its ovn 
motion. The order proposed to amend Group 3 of RCUC Rule 
R2-37 vbich is intended to describe the commodities vhich 
certificated and permitted carriers of petroleum and 
petroleum products, liquid, in bulk in tank trucks, may 
transport under intrastate authority which such carriers 
hold from \his commis~ion. 

Group 3 of Rule R2-37 presently reads as follows: 

"Group 3. Pet~glfillm 
]lilt iD !~!l.t. !~J!S!u;. 
kerosene, fuel oil, 
toluol, xylene, zylol 
in tank trucks. n 

~ Pett:21.rulm. ~Q!!11g.t§, illuid, in 
This group includes gasoline, 

liquefied petroleum gas, toluene, 
and other petroleum products in bulk 

If revised as proposed in the Co■lllission•s order, the 
amended Group 3 would read as follows: 

"Group 3. E,tl~gleum 
ID!ll il! Tan]5_ !~.!!Cle.§. 
kerosene, fuel oil, 

A!!Jl Petrol~g! products, 1.!guid, in 
This gro~p includes gasoline, 

liquefied petroleum gas, toluol, 
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zylene, and xylol and all commodities, ercept asphalt and 
asphalt cutback, listed under Appendix XIII to I.C.C. Ex 
Pa rte !tC-45, !!g,§:cript!.!lll§ i.n. r,otor !::;.~ier ~i~S.1ft§, 
61 PI.C.c. ?.09, as amended throagh !!arch 15, 1970.n 

The order describing the considered revision vas served 
upon all intrastate certificated and permitted carriers of 
petroleum and petroleum products, liquid, in bulk in tank 
trucks, and interested carriers vere invited to submit in 
writing for consideration, any representations in favor of 
or against the proposed rule change on or before April 20, 
1970. The comments of a number of interested carriers vere 
seasonably filed. 

Hearing in the matter vas initially set for April 29, 
19'10, but upon request of one of the intervenors in 
opposition to the amendment. said hearing was continued 
until July 29,. 1970,. and hearing vas duly held on the 
proposed amendment on this date in the Commission's Hearing 
Room,. Raleigh,. North Caro1ina. 

Appearing in support of the proposed amendment vere the 
following named motcir carriers: ft & M Tank Lines. Inc.,. 
Eagle Transport Corporation. Associated Petroleum Carriers,. 
~enan Transport Company,. O'Boyle Tank Lines,. Inc.,. and A. c. 
Widenbouse,. Tnc. 

Appearing in opposition to the adoption of the proposed 
amendment vere the following named motor carriers: Central 
Transport,. Inc.,. ~aybelle Transport :ompany,. chemical Leaman 
Tank Lines,. tnc.,. and Public Transport corporation. 

r. ppeari ng on behalf 
Commission was ~aurice 
Attorney. Raleigh,. Notth 

of the North Carolina 
w. Borne,. Assistant 

Caro1ina. 

Utilities 
Co1111ission 

By vay of background,. Group 3 as initially promulgated by 
tbe Worth Carolina Utilities commission effective from and 
after June 1, 1948,. read as follows: 

"Group 3. killid f~!.!Qlfilll! 2.2~Y~!2 in D.!!lt -- This 
group includes gasolene,. kerosene,. fuel oil and !!!h.ll 
petroleum deriva ti ve2 in bulk or tank trucks. n (emphasis 
supplied). 

The first substantial revision to the aforesaid rule vas 
made after a hearing in Docket tfo. 4066-P in Plarch. 1963. 
vhich was an investigation by the Commission to determine 
whether or not "toluene",. ntoluol"• n:rylene"• and ·nxylol" 
were petroleum products •. Tbe commission. in tbis he:1.ring,. 
did determine that tbe aforesaid four (4) co■ modities vere 
petroleum products and they vere thereafter included 
specifically in Group 3. 

Prior thereto,. the commission,. by. general order had 
permitted all carriers holding authority to transport 
petroleum and petroleum produ:::ts under Group 3. to have 
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their certif.j.cates amended if they so desired, so 3.s to 
include speci fie authOrity to transport liquefied petroleum 
qas. 

In Docket No. T-131, Sub 1, 
commission issued an order in which 
to transport petroleum products 
transportation of asphalt, in bulk, 

in July of 1954, the 
it ruled that authority 
did not authori-ze tlte 
in tank trucks. 

In June,, 196A, due to the fact that the commission was 
continually being called upon to make determi~ations as to 
vhetber some particular commodity vas or vas not a petroleum 
product vithin the meaning of Group 3 of the aforesaid Rules 
and Regulations of the Commission, it directed its staff to 
make a study of the aforesaid Rule and to come forward vith 
a recommendation with respect to a possible amendment to 
Group 3 which describes petroleum and petroleum products. 
Thereafter, the members of the Commission's staff did make a 
study of this matter. and recommended to the commission that 
it institute this rule making proceeding vith the purpose of 
adopting the aforesaid proposed amendment to Rule R2-31, 
Group 3, as hereinabove set out. Basically, the proposal 
for said amen~ment is to include within the definition of 
petroleum and petroleum products, liquid, in bulk in tank 
trucks, all of those commodities, except asphalt and asphalt 
cuttack, listed under Appendiz XIII to t.c.c. Ex Parte PIC-
45, Descr-iption in !totor carrier Certificates, 61 fll.C.C. 
209. 

The motor carriers in support. of the amendment proposed by 
the Commission, argue and contend that the adoption of the 
proposed amendment vill not in any manner enlarge the 
authorities of tb.ose carriers authorized by the Commission 
to transport petroleum and petroleum products, liquid, in 
bulk in tanlc trucks; that the definition contained in Group 
3 of the present rule, although it does itemize certain 
specific petroleum products, authorizes the transportation 
of "other netroleum products"; that the adoption of the 
proposed rule vou ld merely substitute for the words 11 other 
petroleum products", the list of petroleum products, except 
aspbalt and asphalt cutback, as set forth in Appendix XIII 
of the I.c.c. Plotor carrier Descriptions Case in Ex Parte 
8C-45; that "other petroleUm products" or 11 0ther petroleum 
derivatives" have always appeared in the definition of 
petroleum and petroleum products as set foi;--th in the rules 
and regulations promulgated by the commission; that there is 
no evidence to indicate that those carriers who hold such 
allthorit}' have ever interpreted the rules of the commission 
to mean that they vere restricted to the transportation of 
only those commodities that are specifically named in the 
rule; that from time to time questions have been raised 
concerning the authority of a petroleum carrier to transport 
a petroleum product other than those specifically named in 
the rule: that since the rule was initially promulgated, the 
commission has held, in various proceedings, that petroleum 
ca~riers could haul liquefied petroleum gas, toluene, 
toluol, xylene and xylol and that in none of the proceedings 
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involving an interpretation of the definition of petroleum 
products has the commission ever stated that petroleum 
carriers were limited solely to the transportation of those 
commodities snecifically named in the rule. 

Those opposing the revision pr:>posed by• the commission 
offered the testimony of two (2) expert witnesses in the 
field of chemistrv, Dr. Pel ham Wilder, Jr., Professor of 
chemistry and Pharmacology from The nuke University ~edical 
School, and Dr. Marion Laurence Hiles, Associate Professor 
of Organic Chemistry at North Carolina State university. 
These expert witnesses concurred in their definition of 
petroleum products and testified that such definition should 
be as follows: 

"Petroleum products are defined as those derived from the 
mainstream of the crude oil and natural gas containing 
only the elements of carbon and hydrogen and unaltered by 
the addition of any atom or atoms of elements other than 
those of said carbon and hydrogen." 

These expert vi tnesses further testified that those 
commodities - listed in Protestants• Exhibit 2 entitled 
"Commodities Which Protestants Concedi:! to be Petroleum 
Products" are thi:! only commodities included in Appendix XIII 
vhich qualify as petrol~um products under their definition 
as set forth above. They further testified that the 

-remaininq commodities listed in Appendix XIII should not be 
considered ~troleum products because some chemical element 
other than hydrogen or carbon was added to produce those 
commodities .. 

It was further the testim?ny of these expert witnesses 
that all matter, except inorganic matter, can be derived 
from petroleum by the addition of various other chemical 
elements and that for this reason. the only satisfactory 
definition of petroleum products is the definition proposed 
by the Protestants as hereinabove set forth; that any other 
definition would not be satisfactory for the reason that 
there would be no logical or practical method to 11 drav the 
line" as _to hov many other chemical elements could be added 
to the hydrocarbon. which originates from the mainstream of 
crude oil or natural gas. befoce such hydrocarbon ceases to 
be a "petroleum product": that if no such line were drawn 
virtually everything organic could be included as a 
petroleum product; that the commodities conceded to be 
petroleum by Protestants contain only the elements of 
hydrogen and carbon in one combination or another: that all 
of these commodities can be derived by the catalytic or 
refining pro:::ess of the hydrocarbon that comes out of the 
crude oil streaa without the addition of any foreign 
elements other than carbon and hydrogen: that the remaining 
commodities listed under ~ppendix XIII are _not includ.ed in 
Protestants• Exhibit 2 entitled "Commodities Which 
Protestants concede to be Petroleum ProdUctsn because all 
contain some foreign element other than carbon and byd.rogen 
and are not derived solely from the refining process and 
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t.hat if these remaining itelils vere to be 
defined as petroleum p'Cod ucts, then any 
matter, excent inorganic matter, could be 
petroleum product. 

9 

considered or 
matter and all 
defined as a 

Protest.ants' Exhibit 2 heretofore referred to reads as 
follows: 

11 CO!'I/IJODITIES WRICH PROTESTANTS CONCEDE TO BE 
------~P~E~T~R~O~L~.EUM PRODUCTS 

Absorption Oil 
Absorption Oil Distillate 
Benzene 
Butadiene 
Butane 
Butene 
Coal Sprav Oil 
com presser Oi 1 
Cordage Oil 
Core oil 
Crude Petroleum oil 
Cut ting Oil 
Cyclohexzne 
Decahydronaphthalene 
Diamyl Naphthalene 
Diesel Oil 
Diethyl Benzene 
Diisobutylene 
lJodecylbenzene 
Dodecyltoluene 
Drain Oil Drip Oil 
Rthy 1 Benzene 
Ethylene 
Floor Oil 
Fuel Jet 
Fuel Oils: 

Bunker C 
Commercial lie1ium 
Distillate 
Residua 1 
14 Commercial 
14 Lov Sulohur 
I 5 Cold 
#5 LOV sulphur 
•son 
t6 Oil 
#41 Commercial 
1741 Oil 

Briefs were filed .. 

Gas, Liquefied Petroleum 
Gas oil 
Gasoline, Natural or blended 
Harness oil 
Heptane 
Isobutylene 
Kerosene 
Leather Oil 
Lubricating Oil 
Mineral Oil 
Mineral Spirits 
!'tin ers Oil 
Mould Oil 
Naptha 
Naphthalene 
Paraffin Wax 
Pentane 
Petrolatum 
Petroleum Jelly 
Petroleum oil 
Petroleum Cumene 
-Petroleum Refinery Still Bottoms 
Propane 
Propeller Oil 
Propylene 
Range Oil 
Refined Petroleum Oil 
Refined Petroleum Wax 
Styrene 
Tet rahydronaph th;ilene 
Toluol (toluene) 
Tra us former Oil 
Turbine Oil 
Raste Petroleum Oil 
Petroleum Rax Distillate 
Petroleum White Oil 
Petroleum ~ax Tailings 
Xylene" 

Upon consideration of the recocd and of the evidence 
including the exhibits, and briefs s~bmitted by the parties, 
the Commission makes the following 

( 
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FINDINGS OF FACT 

(1) That parties in support of t.he revision to Group 3 of 
Rule R2-37 as proposed by the co~mission are authoriZea 
ca :criers of petroleum and petroleum products, liquid, in 
bulk in tank trucks, in intrastate commerce in North 
Carolina and are properly before the North Carolina 
Utilities Commission vhich has jo.risdiction over the subject 
matter in this proceeding. 

(2) That carriers in protest to the revision as. proposed 
by the commission are duly authori-zed carriers of petroleum 
and petroleum products, liguid, in bulk in tanlc trucks, and 
of either liquid commodities or liquid chemicals, in 
intrastate commerce in North Caroli nil and a re properly 
before the commission. 

(3) That a large number of the commodities listed under 
Appendix XIII contain elements other than carbOn and 
hydrogen anrl are not true petroleum products in the sense 
that they are not derived solely from the refining process 
and should not be included in the description of commodities 
listed under Group 3 of Rule R2-37. 

(4) That for the guidance of the motor carriers and of 
the shipping public a definition of petroleu~ products and a 
list •Of commodities included under such definition are 
urgently needed and in the public interest. 

(5) That the commodities in the list submitted and 
received in evidence as Protestants' Exhibit 2, contain only 
the elements of hidrogen and carbon in one cOmbination or 
another and are true petroleum products, which along with a 
definition of "petroleum products" should be shown Under 
Group 3 of Rule R2-')7 to the end that authorized motor 
carriers and the shipping public may know what such carriers 
may legally haul in intrastate commerce in North Carolina. 

(6) That the existing petroleum authorities, including 
the authorit.v contained in the certificates of carriers 
party to this proceeding, limit the transportation of 
petroleum products, other than gaso1ine, kerosene, fuel oils 
and naphth<t.s, to originations from certain specified 
"originating terminals", gene rally pipe line and marine 
terminals, which fact would render it unlikely that these 
carriers would ever have the opportunity 6 under their 
existing petroleum authority, to transport many of the 
commodities shown either in Appendix XIII or in Protestants' 
Exhibit 2 for the reason that such commodities are not 
shipped from the said specified "originatinq terminals". 

CONCLUSIONS 

It is a matter of record that a large number of the 
commodities shown in Appendix XIII to r.c.c .. Ex: Parte [IJC-45 
are presently being transported by the opposing carriers 
under either liquid commodity authority or liquid chemical 



GENE UL 1 1 

authority granted to them by this commission upon a shoving 
of public con.venience and necessity. It should be noted 
that each of these carriers or their pre~ecessors already 
held petroleum authority at the time that authority to haul 
liquid commodities or liquid chemicals vas applied for and 
that the additional authority was received by said carriers 
only after extensive and costly hearings before this 
commission. It is further a matter of record that 
Protestants have made substantial investments in equipment 
specifically designed for the handling of liquid 
commodities, particular! y chemicals, many of vhich 
commodities are included in the Appendix IIII list. 

The Commission is of the opinion and concludes that to 
amend Group 3 to include commodities other than those which 
meet a reasonable definition of "petroleum products" would 
be discriminatory and prejudicial to Protestants in that it 
would h,tve the effect of granting extremely competitive new 
authority to a large number of existing petroleum carriers 
without proper notice and hearing and a showing of public 
need as required by lav. 

To determine the issues, therefore, it is first necessary 
to determine which of the commodities under consideration 
are "petroleum products". To make such a determination, the 
Commission is constrained to rely to a great extent on the 
testimony of the exoert witnesses in the field of chemistry. 
The qualifications of these witnesses, incidentally, have 
not been questioned. They define petroleum as a hydrocarbon 
which origin~tes from the mainstream of crude oil and 
natural gas - a substance which contains only the elements 
of carbon an1 hydrogen. They offer a simple definition for 
"petroleum products" which has been stated hereinabove. 
They have fut"ther testified that the list of commodities 
"which protestants concede to be petroleum products" are the 
only commodit.ies listed in ~ppendix: XIII which meet their 
definition o=" "petroleum products". 

It seems elementary that if petroleum consists only of 
carbon and hvdroqen, then a product of petroleum would also 
consist only of carbon and hydrogen. It also follows that a 
commodity produced from petroleum and one or more other 
elements would not be a petroleum product but a .ru;:Q~YQ! Qf 
l:?.!!!.r.Q!eum and somethi!!.9. else. This being true, the 
Commission concludes that the term "petroleum products" as 
contained in r.roup 3 of Rule R2-37 is intended to include 
onlv those commodities which are derive:1 or produced 
directly from petroleum unaltered by the addition of 
elements ot.her than carbon and hydrogen. The C9mmission 
further concludes that the i,efinition of "petroleum 
products" an<l the list of named commodities shown in Exhibit 
A attached to this order should be adopted in lieu of the 
existing lanquaqe in Group 3 of Rule R2-37 and that said 
rule should be amended accordingly. 
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IT IS, THEREFORE, ORDERED: 

That Group 3 of NCUC Rule R2-37 be amended to conform with 
Exhibit A attached hereto and made a part hereof. 

BY ORDE~ OF THE C08MI8SION. 

This the 14th day of January, 1971. 

(S1'Al) 

DOCKET NO. 8-100 
SUB 31 

EXHIBIT A 

NORTH CAROLINA UTILITIES CO!!ISSION 
"ary Laurens Richardson, Chief Clerk 

Group 3. ~st!.gll..!! gnd Pet~2!.ru!~ 
~~Cti!, liwl.i!l, in. Jlqlk i.~ ~!!,}:: 
Tru!2t.§• Petroleum prOducts are 
defined as those derived from the 
mainstream of the crude oil and 
natural gas, containing only the 
elements of carbon and hydrogen, and 
unaltered by the addition of any atom 
or atoms of elements other than those 
of said carbon and hydrogen. 

Asphalt and asphalt c_utback are not 
included in this group. The 
following named commodities are 
included in this group, together vith 
any other commodities vithin the 
definition set out above: 

Absorption Oil 
Absorption Oil Distillate 
Benzene 
Butadiene 
Butane 
Butene 
Coal Spray Oil 
Compressor Oil 
Cordage Oil 
Core Oil 
Crude Oil 
Cutting Oil 
Cyclohexane 
Decahydronaphthalene 
Diamyl Naphthalene 
Diesel Oil 
Diethyl Benzene 
Diisobutylene 
Dodecylbenzene 
Dodecyltoluene 
Drain Oil Drip Oil 
Ethyl Benzene 
Ethylene 
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Floor Oil 
Fuel Jet 
Fuel Oils: 

Bunker c 
Com mercia 1 Pied i um 
Distillate 
Residual 
14 Commercial 
14 Lav Sulphur 
15 Cold 
05 tow Sulphur 
15 Oil 
t6 Oil 
141 Commercial 
1741 Oil 

Gas, Liquefied Petroleum 
Gas Oil 
Gasoline, Natural or blended 
Harness Oil 
Heptane 
Tsohutylene 
Kerosene 
Leather Oil 
Lubricating Oil 
!'1inera1 Oil 
Kineral Spirits 
!'liners Oil 
P.lould Oil 
Naptha 
Naph1=,halene 
Paraffin Wax 
Pentane 
Petrolatum 
Petroleum Jellf 
Petroleum Oil 
Petroleum cumene 
Petroleum Refinery Still Bottoms 
Propane 
Propellor Oil 
Propylene 
Range Oil 
Refined Petroleum Oil 
Fefined Petroleum Wax 
Stvrene 
Tetra hyd ronaph thale ne 
Toluol (toluene) 
Transformer Oil 
Turbine Oil 
Raste Petroleum Oil 
Petroleum Distillate 
Petroleum White Oil 
Petroleum Vax Tailings 
Xylene (xylol) 

13 
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DOCKET NO. ft-100, SUB 36 

BEFORE TffE NORTff CAROLTNA UTTLITIES COftftISSION 

In the Kat ter of 
Petition of REA Express, Inc., to Adopt 
and Prescribe Certain Rules and 
Regulations vith Respect to Changes in 
Express Service and Facilities 

ORDER GRANTING 
EXEftPTTON FROft 
RCUC RULE Rl-14 

BY THE COPIMISSION: On September 25, 1970, "REA Express, 
Inc., filed a Petition for the commission to adopt and 
prescribe certain proposed rules and regulations vith regard 
to changes in express service and facilities, for the reason 
that regulation of REA 'Express, Inc. •s changes in location 
of facilities as though REA. Express, Inc.,, vere a rail 
ca~rier is no longer appropriate. 

In support oft.he Petition, the petitioner recites that in 
1969 a nev management group purchased petitioner from its 
railroad owners; that use of rail service bas diminished 
substantially with the curtailment of passenger service 
nationwide; that its surface transportation is now being 
performed through the use of motor vehicles and piggy-back 
service; that the use of railroad freight agents and offices 
has diminished substantially; and generally, that 
"petitioner is no longer so closely identifiei with the rail 
operations and must gear itself and its regulations to the 
type of operation it must nov neces!Brily perform," and that 
the "regulation of petitioner under Rule R1-14, as is a 
railroad, has been found too cumbersome and outmoded to meet 
the p·resent-day conditions in the express business, and a 
need for a change and liberali2~tion of the method of 
regulation of petitione~ has been found essential." 

The Commission is Of the opinion, and so concludes, that 
the changed circumstances in the operations of petitioner 
are such that petitioner should no longer be subject to Rule 
R1-14 captioned "Reloc_ating, reclassifying, closing, 
abandoning, removing, or dismantling railroad passenger or 
freight stations or trclck.s and discontinuing passenger 
trains or telegraph service, and changing passenger train 
schedules;n but as an eYpress company, its express agencies 
should be regulated in accordance vith the NCUC Rules and 
Regulations applicable to motor common carriers, 

IT IS, THEREFORE, ORDERED: 

That -R~~ Ewpress, Inc., be, and hereby is, exe■ pted from 
regulation under NCOC Rule R1-14, and as an express company, 
its e11:press agents, agencies, tertti.nals, and receiving and 
delivery facilities shall henceforth be regulated in 
accordance with any NCOC Rules and Regulations applicable to 
agents, agencies, terminals, receiving and shipping 
facilities of motor comrnotl carriers. 

ISSUED BT ORDER OP THE C0l!ll!IISSI0N. 
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This 16th day of /'larch, 1971. 

NORTH CAROLINA UTILITIES COft!ISSION 
Katherine~. Peele, Chief clerk 

(SE AL) 

DOCKET WO. ~-100, 508 37 

BEPOBE THE »ORTH C~ROLIN~ OTILITIES CONNISSION 

In the ftatter of 
The revision of Rule R2-46 of the Commission's ftotor 
carrier negutations pursuant to G.S. 62-260 (f), 
G.s. 62-261 (31, G.s. 62-266 (a) and G.s. 62-281 

ORDER 

The North Carolina Utilities commission, acting under the 
paver and authority delegated to it by lav, hereby amends 
its Pule R2-46 to read as folloYs: 

"Rnle_H2-46. __ safP.ty rules and regulsLtions. 
The rules and regulations adopted by the u.s. Department 
of Transportation relating to safety of operation and 
equipment (4q CFR Parts 390-398 [ formerly Parts 290-298 J 
and amendments thereto) and the rules and regulations 
aCopted by t.he u.s. oepartment of Transportation relating 
to hazardous materials (4.9 CFR Parts 170-190 (formerly 
Parts 71-791 and amendments thereto) shall apply to all 
motor carriers authorized by the Korth Carolina Utilities 
Commission or the Interstate Commerce Commission to 
operate over the highways of the state of North carolina. 
including interstate e~empt carriers of passengers and 
freight ana e~empt intrastate for hire passenger 
carriers. n 

and directs that the same sball be in full force and effect 
from and ~fter June 1, 1971. 

ISSUED BY ORDER OF THF. con~ISSION. 

This the 12th day of l'!ay, 1971. 

HORTH CAROLINA UTILITIES COftHISSION 
Katherine H. Peele, chief clerk 

(SUL) 

DOCKET NO. ft-100• SOB 37 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the ~atter of 
The revision of Rule R2-Q6 of the Commission's l'!otor 
carrier Regulations pursuant to G.s. 62-260(f) • 
G.s. 62-261 (1), G.S. 62-266(a) and G.S. 62-281 as 
amended by Chapter 586 of 1971 Session Laws 

ORDER 
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The North Carolina Utilities Commission, acting under the 
power and authority delegated to it by lavr hereby amends 
its Rule R2-46 to rear1 as follows: 

~ule F2-46. SafetJ rules a!L!l regulatj,ons. The rules and 
cegulations adopted hy the U.S. Department of 
Transportation relating to safety of operation and 
equipment r 49 CFR Parts 3qQ-39B and amendments theretol 
and the rules and regulations adopted by the o. s. 
Department of Transpor.ta tion re la ting to hazardous 
materials ['19 CPR Parts 170-190 and amendments thereto] 
shall apply to all mot.or carriers authorized by the North 
Cacolina Utilities Commission ·or the Interstate commerce 
Commission to operate over the highways of the State of 
North Carolina, inclu~ing interstate and intrastate exempt 
carriers of: passengers and freight." 

and directs that the same shall be in full force and effect 
from and ~fter January 1, 1972. 

ISSUED BY ORDER OP THE COMMISSION. 

This the 31st day of August, 1971. 

NORTH CAROLIN~ UTILITIES COMKISSION 
Katherine~- Peele, Chief Clerk 

DOCKET NO. M-100, SUB 37 

BEFORE THE POP.TH CAP.OLIN~ UTILITIES COMMISSION 

In the ~atter of 
The revision of Rule R2-46 of the commission's Motor 
Carrier Pegulations pursuant to G.S. 62-260(£), 
G.s. 62-261(3), G.S. 62-266(•) and G.s. 62-2A1 

ORDER 

The North Carolina Utilities Commission, acting under the 
paver and authority deleqated to it by lav, hereby amends 
its Rule ?2-116 to read as follows: 

~~ R?~!§. ~aftl.Y, rules and regulations. The rules and 
regulations .\dopted by the U.S. Department of 
Transportation relating to safety of operation and 
equipment (4q CFR Parts Jqo-Jga [ formerly Parts 290-29R] 
and amendments thereto) and the rules and regulations 
adooted hy the u_ s. Department of T~ansportation 
relat.ing to ha-zardous materials (ll9 CFR Parts 110-190 
r formerly Parts 71-791 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, vhether common 
carriers, contract carriers or exempt ca criers." 
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and directs that the same shall be in full force and effect 
from and aft.er January 1, 1912. 

BY oPnE~ OF THe_~o"~ISSION. 

This ·the 6th day of December, 1971. 

(SEAL) 
NORTH nROT.INA UTILITIES CONNISSION 
Katherine M. Peele, Chief Clerk 

DOCKET NO. M-100, SUB ijQ 

BEPOFE TRE, NOH'l'H CAROi.INA UTILITIES C'0!!!USSI0N 

In the !!atter of 
Fevision of NCUC Rule R1-13 - fetition 
~otor carri~r to ~ecome ~lf.=1.nm!.ter ORDER 

The North Ci!rolina utilities commission acting under the 
power and authority delegated to it by law, after due 
consideration, hereby promulgates and adopts the folloving 
revision to its rules and regulations relating to motor 
carriers and directs that the same be in full force and 
effect from and after the 15th day of July, 1971. 

Amend Rule ~1-13 (a) (4) by striking the existing language 
and bv inserting in lieu thereof the following: 

"(4) The amount in vhich the applicant proposes to become 
a self-insurer, and if less than the Commission's minimum 
insurance requirements as provided in Rule F2-36, the 
amount of 9 xcess insurance applicant proposes to carry." 

BY 0l!DER OF TR'P. C0l'Ol!SSI0N. 

This the 2gt_h tlay of June, 1971. 

NORTH CAROLINA UTILITTES co"nrssION 
Katherine M. Peele, chief Clerk 

(SE AL) 

DOCKET NO. M-100, SUB 41 

BEFORE THE NflRTH CA.~OLINA U'l'ILI'rIES CO'.HIISSION 

In the Hatter of 
Revision of ~ule R2-75 (b) of the Motor 
Carrier Hnl~~ and R~gulation5 of the 
North Carolina Utilities commission 

ORDER 

The North Carolina Utilities commission acting under the 
paver and authority delegated to it by law, hereby amends 
its pule P.2-75, and in particular subparagraph Cb) thereof, 
to read as fo !lows: 



18 GENER AL OR DEBS 

"(h) In addition to the foregoing insurance, all common 
carriers o~ property shall provide cargo security to 
compensate shippers or consignees for loss of or damage to 
property belonging to shippers or consignees and coming 
into the possession of motor common carriers in connection 
vitb their transportation service, in not less than the 
followinq amounts: r 11 for loss of or damage to property 
carried on any one motor vehicle - $2, 50 O; [ 2] for loss of 
or damage to or aggregate of losses or damages of or to 
propertr occurring at any one time and place - $5,000. 
The policy shall have attached thereto Endorsement Form I 
appended to and made a part of this article and as 
evidence of such insurance, there shall be filed vith this 
Commission a certificate of insurance in the form set 
forth in Form H appended to and made a part of this 
article. contract carriers are not required to carry 
cargo insurance.u 

and directs that the same shall be in full force and effect 
from and after the date of this order. 

ISSUED BY ORDES OF THE COMMISSION. 

This the 31st day of August, 1971. 

(SEAL) 
NORTH CAROLINA_ UTILITIES COBHISSION 
Katherine"· Peele, Chief Clerk 

DOCKET NO. M-100, SUB ~2 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the "atter of 
Revision of Bule B2-48. 1(b) of the Motor Carrier 
Rules and Regulations of the North Carolina 
Utilities commission 

ORDER 

The North Carolina utilities commission, acting under the 
power and authority delP.gated to it by law, hereby amends 
its Rule R2-1'A.1, and in particular subparagraph (b) 
thereof, to read as follows: 

"(b) Motor carriers of household goods 
apply thP rat.es and charges as provided 
transportation o! household goo:1s as 
Commission. 11 

shall at all times 
in the schedule of 

filed With the 

and directs that the same shall be in full force and effect 
from and after the date of this Order. 

ISSUED BY ORDE~ OF THE co~nISSION. 

This 1st day of September, 197i. 

(SEAL) 
NORTH CAROLINA UTILITIES CONNISSION 
Katherine a. Peele, Chief Clerk 



GENERAL 

DOCKET NO. M-100, SUB 43 

BEFORE THP. MOFTH CAROLINA. !JTILITIES CO!'tHISSION 

In the Hatter of 
Hotor Transport~tion in Charter Service of 
Public School Students for or Under the 
Control of the Stat~ of North Carolina 

GENERAL 
ORDER 

19 

R HEFEAS·, the 1971 North 
repealed § 62-260 (a} {1} of 
effective July 14, 1971, and 

Carolina General Jl.ssembl y has 
the Public Utilities Act 

RHEPEAS, it appears that from and after July 14, 1971, the 
transportation of passengers for or under the control of the 
TJnited st.ates government, or the State of North Carolina; or 
any political subdivision thereof,. or any board, department 
or commission of the State, or any institution owned and 
supporteO ~v the State, can only he performed by 
certificated carriers under franchises issued tiy the North 
Carolina TI ti li ties Commission, and 

VHEFEAS, for many vears prior to July 14, 1971, such 
transportation of passengers has been exempt under G.S. 62-
260 (al (1) from thP. Commission's fnnchise regulations, and 

WHEREAS, such transportation particularly of public school 
students on educational tours, to and from athletic events 
and otber school related activities has been performed by 
carriers holding exemption certificates issued by t.he 
Commission and by certificated carriers as exempt. 
operations, and 

WHEREAS, the Commission after due consideration is of the 
opinion and finds that the removal of such transportation 
from the exempt provisions of the Public Utilities Act has 
created an emergency situation by reason of the ·fact that a 
number of the public schools and State owned institutions 
throughout the State have already contracted with the 
carriers for such transportation for the present school year 
on the basis that said transportat.ion ifot1ld be exempt as it 
has always been heretofore, and 

WHEPEAS, the Commission is further of the opinion and 
finds that motor passenger carriers vho have heretofore 
engaged in the transportation of passengers in charter 
service for or under the control of the United States 
government, or the State of North Carolina, or any political 
subdivision thereof, or any board, department or commission 
of the state, or any institution owned and supported by the 
State, should be included in a nev classification to be 
established hy the Commission under the paver and authority 
delegated to it by ~ 62-261 (11) of the Public Utilities Act 
and that such carriers should be granted temporary authority 
to engage in such transportation pending action by the 
Commission on applications ·from the individual carriers, 
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which must be filed vithin siitJ (60) days from the date of 
this order, 

IT IS, THEREFORE, ORDERED: 

(1) That a nev classification to be designated 
"transportation of passengers for or under the control of 
the United States government, or the State of North 
Carolina, or any political subdivision thereof, or ahy 
board, department or commission of the state, or any 
institution owned and supported by the State", be, and the 
same is, hereby established under the power and authority 
delegated P-.o the commission by G.S. 62-261 (11). 

(2) That temporary authority be, and the same is, hereby 
granted to carriers holding passenger certificates of 
exemption and certificated passenger carriers to continue 
the rendition of service heretofore rendered in the 
transportation of passengers for or under the control of the 
United states government, ~r the state of Horth Carolina, or 
any political subdivision thereof, or any board, department 
or commission of the State, or any institution owned and 
supported by the state; provided, that such carriers notify 
the commission immediately of their intention to apply for a 
pernanent franchise under the nev classification and 
provided further that an application for such a franchise be 
fi1ed vith the Commission in good faith within sixty (60) 
days from the date of this order. 

(3) That such_ franchise applications for permanent 
·authority shall reflect· the area or territory proposed to be 
served and be supported by documentary evidence of bona fide 
operations vithin the territory sought during the year 
immediately prior to July 1q, 1971; prov_ided, however, t.he 
Commission may require such sapporting or additional 
evidence as it may desire as to the verity of the facts 
stated in the application and provided further that the 
Commission\ may deny such franchise upon a finding from 
competent evidence that the applicant is unfit, or otherwise 
disgualified, to perform the service· for which application 
is made. 

(4) That rates and charges for the service rendered under 
the temporary authority granted herein be. and the same are, 
hereby stabili~ed pursuant to the Executive order of the 
President of the !Jnited states at levels not greater than 
those charged prior to August 15, 1971. 

BY ORDER OF THE COMMISSION. 

This the 9th day of September, 1971. 

NORTH CAROLINA OTILITIES COMIIISSION 
Katherine H. Peele, Chief Clerk 

(SEAL) 
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DOCKET HO. S-100, SUB qq 

BEFORE THE NORTH C~ROLINA UTILITIES C09SISSI09 

In the Matter of 

21 

Revision of Rules R2-74 (bl, (c) and (d): R2-76 (b), 
(el, (fl and (g); andR2-BJ (g), (k) and (p) of the 
P!otor carrier Rules and Regulations of the North 
Carolina Utilities Commission 

ORDER 

The Horth Carolina Utilities Commission, acting under the 
paver and authority delegated to it by lav, hereby amends 
its rules as follows: 

Rule R2-74 (b) - Delete the following sentences:. 

"The application for the issuance of cab cards shall 
be in the form set forth in Form c appended to and 
made a part of this article. The application shall 
be printed on the reverse side of the uniform 
application for registration and identification of 
vehicles as set forth in Form B appended hereto. The 
application shall be duly c:ompleted and executed by 
an official of the motor carrier. n 

Bale R2-74 - Renumber Subsection (c) as Subsection (d). 

Bule R2-7ll 
follows: 

Insert a nev Subsection (c) to read as 

"(cl The identification sta■ p shall be in the shape 
of a square and shall not exceed 1 inch in diameter 
and such stamp shall bear an expiration date of the 
1st day of February in the sacceeding calendar year." 

Rule R2-76 
subsection (b) 
fol loving: 

(b) 
and 

Strike the period 
insert in lieu of 

at the end 
such , period 

of 
the 

"or driveavay operation, and shall enter the 
appropriate expiration date in the space provided 
belov the certificate. such expiration date shall be 
vithin a neriod of fifteen months from the date the 
cab card· is executed and shall not be later in time 
than the expiration date of any identification staup 
or number placed on the back thereof." 

Rule 1!2-76 (f) - Renumber subsection (f) to (g). 

Rule R2-76 (e) - Delete subsection (e) in its entirety and 
insert in lieu thereof the following: 

n (e) Each l!lotor carrier shall destroy a cab card 
immediately upon its expiration except as otherwise 
provided in the proviso to Subsection (f) of this 
Bale." 
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Rule 82-76 (fl - Insert a new Subsection (f) as follows: 

n (f) A motor carrier permanently discontinuing the 
use of a vehicle, for vhich a cab card has been 
prepared, shall nullify the cab card at the time of 
such discontinuance: provided, however, that if such 
discontinuance results from destruction, loss or 
transfer of ownership of a vehicle owned by such 
carrier and such carrier provides a newly acgul-red 
vehicle in substitution therefor within thirty days 
of the date of such discontinuance, each 
identification stamp and number placed on the cab 
card prepared for such discontinued vehicle, if such 
card is still in the possession of the carrier, may 
be transferx:ed to the substitute_ vehicle by 
compliance with the following procedure: 

n (1) such motor carrier shall duly complete and 
execute the form of certificate printed on the 
froii.t of a nev cab card, so as to identify 
itself and the substitute vehicle and shall 
enter the appropriate expiration date in the 
space proYided below such certificate; 

n (2l such motor carrier shall indicate the date it 
terminated use of the discontinued vehicle by 
entering same in the space provided for an 
early expiration date which appears belov the 
certificate of the cab card prepared for such 
vehicle; and 

"(3) Such motor carrier shall affix the cab card 
prepared for the substitute vehicle to the 
front of the cab card pre pa red for the 
discontinued vehicle, by permanently attaching 
the upper left-hand corners of both cards 
together in such a manner as to permit 
inspection of the contents of both cards· and, 
thereupon, each identification stamp or number 
appearing on the back of the card prepared foe 
the discontinued vehicle sha 11 be deemed to 
apply to the operation of the substitute 
vehicl·e." 

P.ule R2-81 (g) 
sub section (g) and 
fol loving: 

Strike t be period at the ena of the 
insert in lieu of such period the 

"and shall enter the appropriate expiration date in 
the space provided .below the certificate. such 
expiration date shall be vithin a period of fifteen 
months from the date the cab card is executed and 
shall not be later in time than the expiration date 
of any identification stamp or nnnber placed on the 
back thereof." 
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Rule B2-83 (kJ 'Insert a Iiev sentence between the first 
and second sentences of subsection (k) to read as follows: 

"In addition. such stamp shall bear an expiration 
date of the 1st day of February in the succeeding 
calendar year." 

Role R2-83 (p) Delete existing Subsection (A in its 
entirety and insert a nev subsection as follows: 

n (p) (1) Rach motor carrier shall destroy a cab card 
immediately upon its expiration, except as otherwise 
provided in the proviso to Subsection (2) of this 
rule. 

n (2) A motor carrier permanently discontinuing the 
use of a vehicle, for vhich a cab card has been 
prepared, shall nullify the cab card at the time of 
such discontinuance; provided, however, that if such 
discontinuance results from destrtetion, loss or 
transfer of ownership of a 11ehicle owned by such 
carrier and such carrier provides a nevly acquired 
vehicle in substitution therefor within thirty days 
of the date of such discontinuance, each 

. iclentifica tion stamp and number placed on the cab 
card prepa~ed for such discontinued vehicle, if such 
card is sti'll in the possession of the carrier, may 
be transferred to the substitute vehicle by 
compliance with the folloving procedure: 

"a. Such motor carrier shall duly complete and 
execute the form of certificate printea on the 
front of a nev cab card, so as to identify 
itself and the subst~tute vehicle and shall 
enter the appropriate expiration date in the 
space provided below such certificate; 

"b. Such motor carrier shall indicate the date it 
terminated use of the discontinued vehicle by 
entering same in the space provided for an 
early expiration date vhich appears below the 
certificate of the cab card prepared for such 
vehicle: and 

"c. such motor carrier shall affix the cab card 
prepared for the substitute vehicle to the 
front of the cab card prepared for the 
discontinued vehicle, by permanently attaching 
the upper left-hand corners of both cards 
together in such a manner as to permit 
inspection of the contents of both cards and, 
thereupon, each identification stamp or number 
appearing on the back of the card prepared for 
the discontinued vehicle shall be deemed to 
apply to the operation of the substituted 
vehicle." 
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It is hereby 
aoendments shall 
the date of this 

ordered and directed that the foregoing 
be in full force and effect from and after 
order. 

BY ORDER OF THE COR"ISSION. 

This the 5th day of October, 1q11. 

(SEU) 
NORTH C~ROLINA UTILITIES COffffISSION 
Katherine H. Peele, Chief Clerk 

DOCKET NO. 8-100, SUB 45 

BEFORE THE NORTH CAROLINA UTILITIES co~~ISSION 

In the Matter of 
Revision of Rule R1-5(d). ORDER 

The North Carolina Utilities commission, acting under the 
paver and authority delegated to it by law, hereby amends 
its Rule R1-S(d) to read as follows: 

".fil!le ]1-5. Pleadings, generally. -
(dl Sillatl!r,e and Verification Pleadings and 

amendments thereto shall be signed in ink and verified by 
one of the parties thereto vho is acquainted ~vith the 
facts. 

Pleadinqs filed on behalf of a corporation or an 
association shall be signed and filed by a member of the 
Bar of the State of North Carolina admitted and licensed 
to practice as an attorney at lav. and may be verified by 
an officer, attorney or agent thereof who is acquainted 
vith the facts. This subsection does not apply to 
pleadings filed by the commission." 

and directs that the same shall he in full force and effect 
from and aft.er October 1, 1971. 

ISSUED BY ORDER OF THE COft"ISSION. 

This the 27th day of September, 1971. 

(SEAL) 
HORTH ClROLINA UTILITIES co""ISSION 
Katherine K. Peele, chief clerk 

DOCKET RO. "-100, SUB 46' 

BEFORE THE NORTH CAROLINA UTILITIES coa~ISSION 

In the natter of 
lmendment to Rule Bl-17, Filing of 
Increased Rates; Application for 
Authority to Adjust Rates; statement 
of Return on Equity 

ORDER REQUIRING 
STATE!EHT 
OF RETURN 
ON EQUITY 
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The North Carolina Utilities commission, acting under the 
power and authority delegated to it by lav, hereby amends 
its Rule Rl-17 by adding a nev Section e in subparagraph 
(b) (9) to read as follows: 

nRule R1-17(b) ('9)e. The rate of return on t.he common 
stockholders• equity.--This statement is to include the 
total capital structure of the utility before and after 
the proposed increase. Ratios for each component of the 
capital structure are to be shown with the common 
stockholders• equity capital and the net income used in 
the rate of return on the common equity calculation 
clearly identifiable." 

and directs that the same shall be in full force and effect 
from and after the date of this Order. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 15th day of December, 1971. 

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

DOCKET NO. G-100, SUB 12 

BEFOBR THE NORTH CAROLINA UTILITIES CORRISSION 

In the ~atter of 
Rule-ftaking Proceeding Regarding Limita- J ORDER 
tions of Natural Gas Service Furnished by ) ESTABLISHING 
Horth Carolina Natural Gas Utilities Which) PRIORITIES FOR 
Secure Their Gas Supply from T·cansconti- ) LI!UTATIONS OR 
nental Gas Pipe Line corporation ) NEW SERVICE 

HEARD IN: 

BEFORE! 

APPEARI\NCES: 

The commission Hearing Room, Raleigh, North 
Carolina, on ~ay 11, 1971, at 10:00 A.ft. 

Chairman H. T. 
commissioners John 
Wooten and !'tiles B. 

Westcott 
lif. McDavitt, 
Rhyne 

( Presiding) , 
l'larvin R. 

For the Respondents: 

Jerry ff. "mos 
KcLendon. Brim. Brooks. Pierce & Daniels 
P .. o .. Drawer u. Greensboro, North Carolina 271'.102 
For: Piedmont Natural Gas Company, Inc., and 

Pennsylvania and southern Gas company 

F.. Kent Burns 
Boyce, Hitchellr Burns & Smith 
Box 1qo6. Raleigh, North Carolina 
For: Public service co. of North Carolina, Inc. 
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Donald w. McCoy 
~ccoy, Weaver, Wiggins, Cleveland & Raper 
222 Maiden Lane 
P.O. Box 1688 
Fayetteville, Horth Carolina 27702 
Por: North Carolina Natural Gas corporation 

Vaughan s. Winborne 
Attorney at Lav 
1108 Capital Club Building 
~aleigh, North Carolina 27601 

Por the Intervenors: 

Ralph McDonald 
Bailey, Dixon, Wooten & McDonald 
P.O. Box: 2246, Raleigh, North Carolina 27602 
For: Sanford Brick & Tile company, Triangle 

Brick company, Borden Bric\ company, 
Cherokee Brick company, tee Brick & Tile 
Company, Chatham Brick & Tile Company 

For the commission Staff: 

Edvar.d B. Hi.pp 
commission Attorney 
217 Ruffin Building 
Raleigh, North Carolina 27602 

William Anderson 
~ssistant commission ~ttorney 
217 Ruffin Building 
Raleigh, North Carolina 27602 

BY THE C0!1~ISSION: On July 21, 1970, the Commission 
issued an Order Instituting a Rule-Making Proceeding on 
Limitations of service by Natural ~as Companies subject to 
its jurisdiction in North Carolina. In said order, the 
Commission took note that Transcontinental Gas Pipe Line 
corporation, the principal wholesale supplier of natural gas 
to North Carolina retail utility companies,, vill not be able 
to secure sufficient" natural gas from the gas producers at 
t.he source to satisfy all the requests for gas made by the 
North Carolina utilities, and had submitted a program to 
curtail new supplies which represented its best efforts to 
satisfy as much of those requests for natural gas service as 
possible, under the circumstances existing at that time. 
All gas utilities in North Carolina are affected by 
Transco 1 s inability to supply gas in the quantities reguired 
to meet requests for service in their respective franchised 
service areas. 

In order to balance the supply available from 
Transcontinental vith the demand created by their customers, 
certain North Carolina gas utilit.ies requested from this 
Commission approval of plans to impose limitations, 
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restrictions, curtailments and discontinuance of natural gas 
service to the public within their service area. 

The Commission ordered an investigation into these 
restrictive sales programs and, further, called on the 
natural qas utilities to prepare and submit engineering 
reports which evaluate all the possible sources of gas 
supply, including pipeline gas facilities for use of 
liquefied petroleum gas and liquefied natural gas, .:t.nd any 
other facilities or agreements entered into which would 
increase the supply of natural gas for service to customers 
in North Carolina. 

A hearing was held on this proposed rule-making proceeding 
on September 15., 1970. As a result of that hearing, the 
Commission issued an order rescheda.ling further hearings on 
May 11, 1971, in order to receive the completed engineering 
studies and to have available to it information on the 
current status of supply and demand for natural gas service 
by each utility. The commission further required a report 
on held requests for gas service on hand for each gas 
utility and required said utilities to obtain additional 
information on all new requests for gas service. A summary 
of this information vas ordered to be filed monthly by each 
gas utility. 

The Commission• s Order of !\pril 1, 1971, further orovided 
a plan for curtailing customers• usage in North Carolina in 
the event t.he design temperature is exceeded whereby gas 
supplies would not be available to meet the peak day 
requirements or in the instance where the gas supplies were 
otherwise interrupted. The curtailment priorities 
established by the commission in the order in vhich each 
class of customers is to be interrapted are as follows: 

a. All interruptible service 
b. Large interrupti~le firm customers 
c. Small industrial customers 
d. Large commercial customers 
e. small commercial customers [see (f) belov] 
f. Public schools ancl hospitals 
g. Resido:?ntial customers 

The Commission further required that each natural gas 
utility submit a plan of service priorities listing the 
order in which custo111ers on its waiting list will obtain 
initial gas service or additional gas service as supplies 
become available. 

HELD ORDERS 

As a result of the Order issued by the Commission on 
~pril 1, 1971, the l!l.atter came on for hearing on l'lay 11. 
1971. At the hearing, the Commission Staff submitted a 
summary of the data filed by natural gas companies in North 
Carolina pursuant to Ordering Clause t2 in the Commission's 
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order of April 1. 1971., pertaining to held orders. 
report indicated the following: 

This 

(1) Piedmont iatun! Qas ruP~ll! had requests for gas 
service from 356 commercial customers on existing ■ains and 
22 commercial customers not on existing mains and further 
had 29 requests for industrial gas service, fro~ customers 
on existing mains and 2 requests for natura1 gas service 
from industrial customers not on existing mains. 

All of the above requests for natural gas service vece 
denied by Piedmont pursuant to its policy previously filed 
vith the Commission. 

(2) R9~1h C~£Q!ina !atural i~ corpora~im! stated that as 
of April 1, 1971, that it had no requests for gas service on 
hand. 

(3) ~D.§~lvania ill S~ern Gas comEani - Reidsville, 
Nortb Carolinar at 10-15-71 had 180 residential requests for 
service. since that timer and the date of this hearingr 50 
service installations vere ma_de leaving a backlog of 130 
residential service requests from existing mains. In 
addition theretor Pennsylvania and Southern h~d 75 requests 
for residential service not on existing m:1.ins vhich vould 
require main line extensions. 

(4) Puhli= 2~~vice company 2! Ji2£th ~arolina report 
shoved that it had connected 11~ co~mercial customers and 
denied service to 36 and 1g of these vere denied because of 
lack of economic feasihilityr 6 because of lack of gas and 9 
because the customer loads exceeded the 20 mcf per day limit 
contained in the Bestrictive Sales Program filed by Public 
service Comp;iny. Public Service accepted for gas service 26 
firm industrial customers and denied service to 6. :>f the 
6. 2 were rejected because the projects were not feasibler 2 
because no qas vas available and 2 because their load limit 
exceeded the 20 mcf per day maximum requirement. In 
addition theretor Public Service accepted for natural gas 
service 11 industrial interruptible customers vho requested 
gas service. Public service further accepted QO schools and 
institutions for natural gas service. Those schools and 
institutions that vere denied gas service were rejected for 
the following reasons: 11 because of lack of feasibility; 8 
because no gas vas available: 21 because their loads 
exceeded 20 'mcf per day limit .. 

(5) !!.!Li.ted 
HendersonvillP.r 
hearing that it 

Ci ties Gas COm!;!anir 
North Carolina, advised 
ha4 no requests for gas 

ADEQUACY OF SEFVrcE 

vho operates 
at the time of 
service on hand. 

in 
the 

The Respondent qas distributing companies introduced 
evidence and engine~ring studies at the hearing relating to 
t.he supply and demi,.nd for natural gas service in their 
respective service areasr and the steps that are being taken 
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to balance supply with demand by providing peaking service 
either by means of (i) liquefied natural gas, (ii) liquefied 
petroleum gas installations, or (iii) by restrictions or 
curtailment of the various_ classes of service, as follovs: 

fa) North Carolina Nfilural ~~~ CorEoration North 
Carolina Natural Gas Corporation has no restrictive policies 
for nev service other t,han to discourage conversion of 
existing large commercial or industrial loads or schools 
from oil or coal to naturai gas. North Carolina Natural 
estimates it.s customers peak-day demand and its available 
supplies for the year 1971-72 as follows: 

1~:ll: 
1971-1972 

Demand 
MCFfd!!l'. 
142,741 

supply 
.!l~U~Y 
143,000 

A study of North Carolina Natural Gas supplies by outside 
engineers· in~icates that the present supply is adequate for 
the 19'71-7/. and 1972-73 periods, anit that if pipeline or 
storage gas from Transco is not available for the year 1973-
74, that North Carolina Natural should consider an 
installation of a small liquefied.natural gas plant (1270 
!U!CF capacity).. The plant is to be located in its pipeline 
system in the-Fayett~ville-Goldsboro area .. 

North Carolina Natural further advised the Commission that 
there should be some exceptions to item B of the 
Commission's Drier dated April 1, 1971, based on the nature 
of the natural gas use, such as natural gas used as feed 
stock in chemical plant corporation and that used in glass 
manufacturinq. The reason being given for these exceptions 
is that if such plants were shut off from natural gas 
service below certain minimum limits, these plants would 
incur large shut down and large expenses with possibility of 
damage to the equipment itself. 

(b) Penn~Ylx~n!~ allil Southern Gas comnany, !or!.h Carolina 
Gas ~~!i£~ .. North Carolina Gas Service does not have 
sufficient natural gas to pcovide gas service to any new 
applicants for service. Transcontinental Gas Pipe Line 
Corporation recently allocated the following addi~ional gas 
to North ca·rolina Gas service by its outstanding petition 
for more gas: 

300 "cf/day - GSS service 20-year contract 
150 !1cf/day - GSS 1-year contract 

This additional gas supply ·was adequate only to serve held 
orders for service on existing mains. 

The fourteen ( 14) customers vho signed a petition vhich 
vas filed with the Commission_ complaining concerning their 
inability to obtain natural gas service are beyond existing 
mains ana di1 not receive gas service. in engineering study 
is being undertaken by North Carolina Gas Service which is 
to he completed by September 1971, to determine the 
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feasibilitf of installin_g an additional liquefied petroleum 
peak shaving plant in the Eden area·. 

(c) P_i2dmont Natu:tal Gas Compani, Inc • ..,. For the four (II) 
years prior to the present gas shortage, Piedmont Natural 
Gas had an increase in growth -rate of peak day reguirement 
of 14.85':l annually. Under its restrictive sales program as 
filed with this commission, its growth rate will be reduced 
to 5.26~ per year. In the year 1971-72, Pie'.lmont vill have 
anticipated peak day requirements of 338,202 mcf per day. 
The supply available to Piedmont is 339,195 mcf per day. 
The following are deficiencies in peak day requirements foe 
the years listed: 

1972-73 
1973-7q 
197q-75 

pe~~-Dll Deficienclis 
21,qH "CFO 
1q,2sa l'tCFD 
19.303 !1CPD 

~O, 732 ACFD 
60,035 

Piedmont• s present plan is to construct an LHG plant to be 
completed in the year 1972 to handle the 1972-73 peak day 
deficiencies as listed above. The plant will store 1,000 
8PICF of liquefied natural gas and vill have a maximum daily 
send out of:' 100 P1PICF per day. The estimated cost :,f this 
plant is $10,200,000. 

{d) Public Service ~m of t!Q.r.~h ~!:2.!ina, In£• -
Public Servi::e Company of North Carolina testified that it 
vould incur the following shortages under normal growth 
conditions. 

1971-72 
1972~73 
1n3-1q 
197q-75 

59,253 ecf per day 
82,636 ncf per day 

107.161 P!cf per day 
130.621 Plcf per day 

Public service has inaugurated a restrictive sales program 
and does not provide firm qas in excess of 20 mcf per day to 
commercial and industrial customers. and is currently 
restricting industrial interruptible sales in excess of 
50 mcf per day. Public Service has considered alternate 
supplies of peaking service such as propane air and 
liquefied natural gas. In a study prepared for Public 
service by stone and Webster Corporation. Stone and Webster 
has advised Public service to inst.all propane air plants at 
various locations on its system. so that these plants would 
be in operation by the heating season 1971-72. Stone and 
Webster further recommended to Public service that they 
adopt the folloving program to meet the developing shortage: 

1) Adopt. a policy curtailing some firm. s:1.les, 

2) Construct. propane air plants at 1 to 5 locations .in 
various points on Public Service's system, 

31 Construct liquefied natural gas pla·nt. for the heating 
season 1973-711. 
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Public Service has entered into a tentative agreement with 
Stone and Webster to assist Public Service in a design and 
construction of an LNG Plant. The plant that is being 
considered by Public Service vill have a storage capability 
of 1. 2 million cubic feet and is estimated to cost 
approximately 10 million dollars. 

(e) Unite1 Cities Gas Com~y - United Cities Gas Company 
has recently combined its purchasing of natural gas for its 
operation in Gaffney, South Carolina, with its operation in 
Hendersonville, ~orth Carolina, and nov purchases its gas 
under Transcontinental Gas Pipe Line CD-2 Schedule. United 
Cities Gas Company listed the following peak day demand and 
supply for its combined operations: 

1971-72 
1972-73 
19 73-74 
197Q-75 

f.Mt._Qn_!lfil!!A.!!1. 
12,250 JIIJCFD 
12,810 !'tCFD 
13,265 !!CPD 
13.,R30 !!CFD 

ruE!l'. __ _ 
13,000 l'ICFD 
13,000 !1CFD 
13,265 l'ICFD 
13,830 !"ICFD 

At present, United Cities Gas Company - Hendersonville, 
North Carolina, does not have any restrictive sales program. 

DEPARTl'IERT OF CONSF.RVAT!ON AND DEVELOPMENT 

The Nortb. Carolina Department of Conservation and 
Development, Industrial nevelOpment Department, filed with 
the Commission a statement in which it requests that the 
Commission modify the curtailment plan 1)reviously ordered by 
the Commission, because of the multiplicity of different 
types of users within the large firm industrial 
classification. It states that so me industria 1 pro:::esses 
such as continuous glass melting are so critical that if 
they are interrupted, the industry vill incur exorbitantly 
high cost and possibly severe damage to equipment. The 
Department also indicated that some consideration should be 
given to industries who use natural gas as a rav material. 

PIPELINE SUPPLT 

All of the gas companies 
t.estimony and data relating to 
Line corpontion 1 s (Transco) 
gas shortage as follows: 

in North Carolina presented 
Transcontinental Gas Pipe 

various programs to meet the 

~~illing fyng Proqr!!l!!• Transco bas a program to advance 
funds to natural gas producing companies for exploration for 
natural gas. Tile repayment of these advances vill be made 
after gas is discovered and delivered, a plan in existence 
at the time of the hearing for participation in the fund by 
North Carolina distributing companies has since been 
abandoned. 

1iquefi~1 H~1y~al Gas. Transco filed vith the FeQeral 
Power Com.mission an application in Docket No. CP70-155 to 
construct a1ditional liquefied natural gas ([,GN) facilities 
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to be located in the Hackensack Meadows, Bergen County, Nev 
Jersey. This application was approved by the Federal Power 
Commission on P!arch 10, 1971, but construction is being held 
up because the Hackensack l'leadov commission denied Transco• s 
req-uest foe a construction permit. Transc? has appealed 
this action to the court. This facility will require two 
years for construction after all approvals are obtained. 
The following are the amounts of liquefied natural gas 
service to he provided to major North -Carolina gas utilities 
which are included in this application: 

1971-72 
•cP/.<!~I 

Piedmont 16,000 
.North Carolina Natural 

1972-73 
!1CF/dU 
18,000 
15,000 

~g~ ~!lll~S!• on March 2Q, 1971, Transco discussefl 
vitb its North Carolina customers its long term storage 
prograa. It has under consideration the utilization of a 
storage field which is available to them which will hold 
approximately 133,000,000 mcf of top storage, from which 
Transco vill be able to deliver 1,330,000 to 2,660,000 mcf 
to its customers on a daily basis. service from this 
storage fiel~ could be made available by 1q73_ Piedmont and 
North Carolina Natural have indicated to Transco their 
desire to participate in this storage service. Public 
service has studies underway to determine if it is able to 
participate in this long term storage program. 

Intrastat~ !!!!~£~- Nueces (an intrastate natural gas 
company in the State of Texas) has applied to t.he Federal 
Power commission (CP71-267) for approval of a one-year 
contract to supply Transco with up to 250,000 mcf per day at 
a rate of 33.5 cents per mcf. This application vas approved 
by the Federal Power commission subsequent to the hearing. 
Transco stated that without this gas, it would have to 
inaugurate a curtailment program to its customers up to 7% 
of the gas supplied to them, and the curtailment vas applied 
to customers in North Carolina by 51 daily for the month of 
June 1971, and vas terminated vhen Nueces was approved. 

Other Natural Gas Supplies. At the hearing, various other 
alternatives were discussed, including obtaining liquefied 
natural gas from foreign sources for distribution in North 
Carolina. The engineering studies indicate that this is not 
a very promising source at this time. Synthetic natural gas 
from naphtha which is being utilized in some areas was not 
particularly attractive because of shortage of naphtha. 
Transco is nov studying the manufacture of synthetic gas 
from crude oil and hopes to offer this service to its 
customers if feasible. 

The Federal Government and the American Gas Association 
are proposing a s112,ooo.,ooo research and pilot plant coal 
gasification program. Under this program, the Federal 
Government vill contribute $32,000,000 and the gas industry 
s10,ooo,ooo. Piedmont advised ~he commission in this 
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hearing that it is contemplating contributing !45,121J per 
yea i: for eight (8) years 1:0 American Gas Association for its 
study in the coal gasification and research program. 

Based on the 
en'gineering studies 
11a'kes the following 

foregoing testimony and exhibits and 
submitted at the hearing, the Co11.mission 

FTRDINGS OF FACT 

(1) 
obtain 
of the 

That the North Carolina Gas Utilities are unable to 
all the natural gas needed by them to meet the demand 
consuming public. 

(2) That the respective natural gas utility companies in 
North Carolina are not in the same position with respect to 
supply and demand as shown herein. some utilities are not 
yet limiting any firm service and others are offering no 
firm service even to residf!n tia l customers. 

(3) That in order to balance the demand of the consuming 
public vith the available supplies of natural gas, the North 
Carolina natural qas utilities which do not have adequate 
gas supplies must establish .limitations on service to new 
customers and increased service to existing customers which 
are just and reasonable, and must construct peak shaving 
facilities to insure that such limitations are invoked only 
after all reasonable means to serve said customers have been 
exhausted. 

(4) That the larger volume natural gas utilities, where 
necessary and feasible, are planning the installation of 
facilities fot liquefied natural gas and liquefied petroleum 
gas peaking service in order to relieve the present gas 
shortage.· 

(5) That the curtailment program previously ordered by 
this commission for curtailment of service on peak days vhen 
supply is not available for demand is unduly harmful to 
industrial customers vho use natural gas as a raw material, 
or vbo use natural gas in a direct application where no 
other form of heat can be used. 

(6) That Public Service bad not determined, at the time 
of the hearing, the amount of LPG pe!lking service that it 
vill provide for the year 1971-72~ 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

(1) That any natural gas company in North Carolina 
placing any limitations on sales of gas to nev customers 
shall file within thirty (30) days with this Commission a 
program for sales to nev customers and additional sales to 
existing customers as may be required because of 
insufficient gas supply, which program shall provide the 
following order of priorities for such service: 
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Gas service to all residential custo■ ers requesting 
service vho can 'be feasibly serYed, including 
multiple housing. 

Gas 
users 
day. 

service to small commercial and small industrial 
whose reguirements do not exceed 20 mcf per 

(c) Industrial customers utilizing natural gas as a rav 
material or in direct application of gas flame vhere 
no other heat is usable. 

(d) Large commercial customers vhose requirements exceed 
20 t1cf per day. 

(e) Large iniustrial customers whose requirements exceed 
20 mcf per day. 

(f) Preferred interruptible customers. 

(g) Interruptible customers. 

(h) Dump schedule customers. 

(2) That said natural gas utilities shall file such 
restrictive sales program vith this :ommission in accordance 
with paragraph 1 of this order in tariff form, including 
limitations of the size of interruptible customers, if any, 
vithin thirty (30) days after the date of issua nee of this 
Order. 

(3) That all natural gas utility co~panies in North 
Carolina without sufficient gas supply for peak day demand 
shall install as needed sufficient peak shaving equipment to 
m8et the needs of residential customers. 

(4) That within thirty (30) days from the date of .this 
Order, Pennsylvania and Southern Gas company, _North Carolina 
Gas service, shall file with this Commission an engineering 
study setting forth the amount of peak shaYing that it can 
provide for its customers in order to provide gas service to 
residential :::ustomers vhicb is economically feasible. 

(5) That Public service Company of North Carolina, Inc., 
shall file vith the commission within twenty (20) days from 
the aa·te of this Order a stoi!y indicating its estimate of 
its peak day under the restrictive sales program set forth 
herein for the year 1971-72 and the amount of peak shaving 
service that it proposes to install by that time period 
equating the supply available vith the demand. 

(6) That the commission•s order issued on April 1, 1971, 
be modified to the extent that customers using natural gas 
vho are adversely affected by application of the above rules 
may file vith this commission an application for relief from 
the Order of the commission from curtailment of natural gas 
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service up to the point that denial of natural gas service 
vould have a tlestructive influence on their operations. 

(7) In the event that. excess gas usage or failure of gas 
supply shouli cause gas pressure to fail or he reauced belov 
serviceable standards, the utility shall take steps to the 
extent necessary to restore adequate gas pressure, but shall 
comply vit.h the curtailment plan approved to the eEtent 
possible to interrupt service to customers within the 
priorities herein established. 

I SSUF.D BY ORDER OP THR COL11'1ISSION. 

This 27th day of July, 1971. 

NOP.TH CAROLINA UTILITIES COftftISSION 
Katherine H. Peele, chief Clerk 

(SEAl) 

DOCKET NO. G-100, SUB 14 

BEFORE THE NORTH CAROLINA UTILITIES COffHISSION 

In the "atter of 
Procedure for Natural Gas Rate Cases 
Occasioned by Wholesale Increases 
Under G.S. 62-133(f) 

ORDER ADOPTING 
PROCEDURE FOR PILING 
UNDER G.S. 62-133(f) 

It appearing to the Util.ities commission that the 
enactment of G.s. 62-133(f) (Chapter 1092 of the Session 
Laws of 1g71) has established special procedures for 
consideration of applications to increase natural gas rates 
occasioned by an increase in the wholesale gas rates, and 
that: special Rules should he adopted by the Utilities 
Commission for such applications and filings of natural gas 
rate cases occasioned by such vholesale rate increases, and 
the Commission having considered said Chapter 1062 of the 
Session Laws of 1q71 and the requirements for orderly 
procedures to establish Rules for filing of application 
thereonder for the protection of the public in determining 
whether the rates filed pursuant thereto are just and 
reasonable, 

IT IS, THEREFORE, ORDERED that applications or tariff 
filings for an increase in natural gas rates filed pursuant 
to G.s. 62-133(f), based upon increases in wholesale prices 
of natural qas to the North Carolina gas distributing 
utility filing said application or tariff, and occasioned 
solely by such wholesale increases, vill be considered by 
the Commission under the folloving Roles: 

{1) The application or tariff filing shall be accompanied 
by each of the exhibits required under Rule R1-17 of the 
commission• s Rules, vith appropriate accounting and pro 
f'orma adjustments to reflect the operations of the company 
for the most recent test: period for which data is 
availahle, on an annualized basis for any increases in 
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rates allowed during said test period and for other known 
changes in operating revenues arid expenses during the test 
period. 

(2) The application or filing shall be accompanied by a 
copy of the Order from the Federal Pover commission under 
vhich said wholesale price increase has been incurred or 
is to be incurred, and if said wholesale price increase is 
not already in effect, a late file:l exhibit shall be filed 
of the orders or documents under which it does become 
effective. 

(3) The filing shall be accompanied by a schedule setting 
fot:th the return on equity for the company during the test 
period adopted. 

(ll) If data is filed shoving fair value under Rule R1-
17(bJ (4l, it may be based on the most recent fair value 
fixed by commission Order in a general rate case heard by 
tbe commission vithin three years prior to said filing, 
vitb additions and retirements made since sach study on 
the basis of original cost or book value. 

(5) The application or filing shall be accompanied by tvo 
copies of the working papers from which the exhibits filed 
under Rule R 1-17 were prepared. 

(6) The application or filing may_ be filed to become 
effective on 30 days• notice or upon the date vhen the 
wholesale rate increase becomes effective to the filing 
company under the Federal Paver Act, whichever is later, 
and the Commission will review the data above described 
and the working papers in support thereof, and if tbe 
commission concludes from such review that the filing will 
not result in increasing the company's rate of return over 
the rate of return most recently approved for the company 
in a general rate case, the Commission will consider the 
filing or application under G.S. 62-133(£) as.a filing 
allowed to become effective under 3.S. 62-133 {f) without 
hearing. 

(7) The :::ompany making such application or filing under 
this section shall publish a notice in a newspaper or 
newspapers of general circulation in their service area 
within ·seven (7) days after said filing, notifying the 
public that said companv has made such application to the 
Utilities commission under the provisions of G.S. 62-
133 (f) to become effective on 30 days• no~ice or upon the 
same date the wholesale rate goes into effect, whichever 
is later, subject to review by the Utilities Commission to 
determine if said increase qualifies under said Section as 
being occasioned by an increase in the wholesale pri°ce of 
qas by the applicant's gas supplier. 

(8) The application or filing shall be accompanied by a 
copy of the tariff filed by Transcontinental Gas Pipeline 
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corporation vith the Pedera1 Power commission under vhich 
the wholesale gas rate increase is placed into effect. 

(9) If the commission should find, opon reviev of said 
application or filing, that the proposed increase vill 
result in an increase in the rate of return of the 
applicant over the rate of return most recently approved 
for the c·ompany in a general rate case, the application or 
filing vill be suspended and set for public hearing. In 
considering the effect of said increase on the r~te of 
return of said company, the commission may consider the 
return on equity or the return on the fair value of the 
plant in service if such fair value is filed with the 
application, or the net invest11ent in plant if the fair 
value is not so filea, or a combination of the return on 
equity and the return on plant. 

( 10) Any rate increase allowed to become effective under 
this Section shall contain a provision in the order 
approving said increase that if the amount of the 
wholesale increase is reduced or the wholesale increase 
terminated, the applicant shall ~mmediately file tariffs 
making corresponding decreases in the North Carolina 
retail increase. Tf the change is made retroacti'l'ely and 
refunds are received from the vbolesale supplier because 
of the change in rates, or if the filing cannot be made 
effective on the date when the change occurs, the North 
Carolina g;\s utilities shall place these refunds or 
a mounts in a restricted account for further order of the 
commission.. The order shall clearly state the wholesale 
rate increase on which the retail increase is predicated 
and the effective date of said increase. 

ISSUED BY ORDER OF THE co~aISSION. 

This the 1!lth day of October, 1971. 

(SEALl 
NORTH CABOLINA UTILITIES COftftISSION 
Katherine ~. Peele, Chief Clerk 

DOCKET NO. G-100, SUB 15 

BEFO~E THE NORTH CAROLTNA UTILITIES CO!!~ISSION 

In the !!atter of 
~ininum Federal Safety standards 
for Pipeline Facilities and Trans­
portation of Gas Under Natural Gas 
Pipeline Safety A.ct as Codified in 
qg USC 1671, et seq. 

BY THE CO~MISSION~ The Office of 
U.S. Department of Transportation 
Safety Standards for Pipeline 
Transportation of Gas in qg CPB • Part 

ORDER ADOPTING ~ISCEL­
LANEOUS ADftENDMENTS TO 
THE ~INI"O" FEDERAL 
SAFETY ST~NDABDS ~HD 
CORROSION OP' CONTROL 
STANDARDS 

Pipeline Safety of the 
promulgated ~ inimu I! 

Pacili ties and the 
H2. 
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on December 30, 1970, the Roeth Carolina Utilities 
Commission issued an order under Docket No. G-100, sub 13, 
adopting the Minimum Federal Safety Standards for Natura'l 
Gas Pipeline Safety as adopted by the Department of 
Transportation in 49 CFR, Part 192. 

Under the provisions of G.S. 62-50, the North Carolina 
Otilities Com.mission has jurisdiction over portions of 
intrastate natural gas pipelines within North Carolina and 
has authority over interstate natural gas companies to· the 
extent therein stated and intrastate natural gas utilities 
and municipal gas facilities. 

since the issuance on ~ugust 19, 1970, of 
Federal Safety Standards, 49 CFR, Part 192, the 
of Transportation has issued the following: 

49 CFR Part 192 ffiscellaneous Amendments 
Issued tfovember 17, 1970, 35 Ped. Reg. 223 

49 CFR Part 192 - subpar~ I - corrosion Control 
Issued June 30, 1971, 36 Fed. Reg. 126 

the P1inimum 
Department 

The commission is of the opinion that in many instances 
State Safety Standards under North C!rolina Lav under the 
authority of' the Commission exceeds rtinim.um Federal Safety 
Standards. However, the Commission concludes that in the 
interest of cooperative regulation vith appropriate Federal 
~gencies and in viev of the specific legislative mandate 
under the provisions of G.s. 62-2 and G.S. 62-50, that the 
~iscellaneous Amendments and corrosion Control Standards as 
adopted by the Department of Transportation in 49 CPR, Part 
192 and 49 CFR, Part 192, Subpart I, should be adopted and 
made applicable to such gas pipeline facilities and 
facilities for transportation of natural gas under the 
jurisdiction of this commission. Accordingly, under 
authority of G.s. 62-31 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

(1) The ~iscellaneous Amendments to the ftinimnm Federal 
Safety Standards and the corrosion Control standards 
pertaining to gas pipeline safety and the transportation of 
natura1 gas as adopted in 49 CPR, Part 192 and 49 CPR, Part 
192. Subpart I, as are in effect as of the date of this 
order, be, and the same hereby are, adopted by the 
commission to be applicable to all natural gas facilities 
under its jurisdiction as an amendment to Rule B6-39(b) of 
the Commission's Rules and Regulations, except as to those 
requirements of North Carolina tav vhich exceed or are more 
stringent than the standards set forth in the above­
mentioned Federal enactment, and further vith the exception 
of any subsequent modification or amendment to the North 
Carolina safety standards. 
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(21 That a 
gas utilities 
jur isdictiori of 

copy 
and 
this 

of this order 
municipal gas 
commission. 

be mailed to all natural 
operators under the 

(3) That a copv of this order be transmitted to the 
Department of Transportation, Washing ton, D. c. 

(Q) That copies of 
commission, Chapter 62 
Carolina, and Rules 
Utilities Commission 
municipal gas otiera tor 

IJ9 CFR, Part 192 as adopted by the 
of the General Statutes of North 
and Regulations of the North Carolina 
are herein transmitted to each 
in North Carolina. 

ISSOED BY ORDER OF THE COMMISSION. 

This the 15th day of November, 1971. 

NORTH CAROLINA UTILITIES CO"ftISSION 
Katherine 11.. Peele, chief Clerk 

(SEAL) 

DOCKET NO. P-100, SUB 24 

BEFORE THE NORTH CAROLTNA UTILITIES CO~ftISSION 

In the Matter of 
General Investigation of Rates and Regulations 
covering the Connection of customer-Provided 
Equipment with Telephone Company Facilities 

FtNA.L ORDER 

PLACE: 

DATES: 

B"P.FOBE: 

APPEARANCES: 

Commission 
Carolina 

Rearing Room,. Raleigh,. North 

December 2,. 1q70 and May !l, 1971 

Chairman Harry T. 
Commissioners John w. 
Wooten, Miles Rhyne and 

'nestcott,. Presiding, 
l'lcDevitt,. Marvin R,; 

Hugh ~- Wells 

For the Respondents: 

Harvey t. Cosper 
Attorney at Law 
southern Bell Telephone and Telegraph company 
Box 2qo, Charlotte, R.C. 

R. F. Branon 
Attorney at t.a w 
southern Bell Telephone and Telegraph company 
67 Edgewood A.venue 
~tlanta,. Georgia 
Appearing for: 
southern Bell Telephone and Telegraph Company 
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A. H. Graham, Jr. 
Newsom, Graham, Strayhorn, Hedrick & nurray 
P. o. Box 2088, Durham, N. c. 27702 
~ppearing for: 
General Telephone company of the Southeast 
General Telephone Company of North carOlina 

z. c. Brin son 
Taylor, Brinson & Aycock 
210 E. st. James Street 
Tarboro, N. c., 27886 
Appearing for: 
Carolina Telephone & Telegraph ·company 

Por the Commission Staff: 

Edvard B. Hipp 
Commission ~ttoney 
217 Ruffin Builaing 
Raleigh, N. c. 

Yilliam E. Anderson 
Assistant Commission Attorney 
217 Ruffin Building 
Raleigh, N. c. 

BY THE COr!IUSSIOR: The Commission, on !!lay 18, 1970, 
issued its order questioning the justness and reasonableness 
of tariff filings that had been filed by telephone companies 
under its jurisdiction consisting of rates and regulations 
to permit the interconnection of castomer-provided equipment 
vitlt the facilities of the telephone company. A general 
investigation of said tariffs vas ordered and the companies 
which had filed such tariffs were required to file the 
following information vith the commission on or before 
July 15, 1970: 

(a) Cost information on each interconnection nnit and 
each maintenance service charge for which rates and 
charges are on file, in accordance vi th Appendix A 
attached to the order of ~ay 18, 1970, and made a 
part thereof, in support of the filed rates and 
charges, identifying each item by tariff references. 

(b) The same information as regn ired in (a) above but for 
different rates and charges if current costs or 
average service or location life have changed 
appreciably since the original filing of the present 
rates and charges. 

(c) Justification for having installation charges or not 
havinq installation charges. 

(d) Information that may be available regarding 
interconnection units that may have becone obsolete 
or discontinued by the manufacturer. 
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(e) ftanufacturers• brochures on interconnection uni ts and 
other information available covering units in use by 
a telephone company. 

(f) Specific changes needed, if any, in the text and 
format of Southern Bell Telephone and· Telegraph 
Company•s North Carolina General Exchange Tariff, 
Section A-15, entitled "Connections with Certain 
Facilities and/or Eguipm.ent of Others," if it should 
be adopted as a uniform text and format ,for all 
companies operating under the jurisdiction of the 
Roeth Carolina Utilities commission. 

This matter vas set for hearing on September 1, 1g70, and 
later vas reassigned for hearing on December 2, 1970. All 
telephone companies having said rates and regulations on 
file vith the commission vere oraered to be prepared to give 
testimony in support of their filings. All other telephone 
companies operating under the jurisdiction of the commission 
were directed to have a representative in attenaance at this 
hearing to participate in the investigation as their 
interests might appear. 

During the hearing, the commission's Chief Engineer, 
Telephone Rate Division, ftr. V. w. Chase, revievea in his 
testimony a brief history of the interconnection of 
subscriber-provided lines and equipment with telephone 
company facilities and made certain obserTations and 
recommendations as follow: 

1. That until the past tvo years interconnection of 
subscriber-provided equipment vith telephone company 
facilities had been done on a limited basis, consisting 
mostly of farmer-ovned lines and certain governmental 
facilities, pipel~ne and transmission line utility company 
r_ight-of-va y commnnications facilities, etc. 

2. That during the past tvo years,. the . matter of 
interconnection to subscriber-provided facilities with the 
telephone company facilities had reached a nev era brought 
about by the June 29, 1968, opinion of the Federal 
Com11unications Commission in Dockets No. 16 ,91l2 and 
No. 17,073, sometimes referred to aS the carterfone case. 

3. 'That the matter of vho1esale interconnections is in 
its infancy and that in a period of time subscriber demand 
for interconnections of certain equipment vill become a 
common practice. 

4. That subscriber-provided equipment is nov being 
connected to the facilities of some of the telephone 
companies by means of connecting devices known as "interface 
equipment," and by other names, for which there is a monthly 
rental charge. such said equipment serves the following 
purposes: 
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(a) To exclude from telephone lines harmful voltages that 
can injure personnel or equipment. 

(b) To preYent custoci.er-provided equipment from 
vhich 
other 

introducing imbalance into telephone lines 
might cause excessiYe cross talk or 
interference in other customer's lines. 

(c) To limit excessiYe signals fro ■ being introduced into 
the network by cnstomer-proTided equipment. 

(d) To serve as a clear point of 
custo11er-provided £acilities · and 
facilities. 

demarcation between 
telephone co11pan y 

S. That some of the telephone co■ panies under the 
jurisdiction of the North Carolina Utilities Commission have 
filed tariffs to permit interconnection, said tariffs having 
yariations in rates, regulations. tert and format. 

6. Endorsed the following conclusions relating to the 
interconnection of subscriber-provided equipment with 
facilities of the telephone companies: 

(al Uncontrolled interconnection can cause harm to 
personnel. network performance. and property. 

(b) 

(C) 

The signal 
to sigtial 
technically 
cause harm 
users. 

criteria in Tariffs 260 and 263 relating 
amplitude, waveform, and spectrum are 

based and valid and, if exceeded, can 
by interfering with service to other 

Present tariff criteria, together 
provided connecting arrangements, are 
basis for assuring protection. 

vith carrier­
an acceptable 

(dl Present tariff criteria, together vitb a properly 
authorized and enforced program of standards 
development, equipment certification, and controlled 
installatio·n and maintenance. are an acceptable basis 
of achieving direct user interconnection. 

(e) Innovation by carriers need not be significantly 
impeded by a certification program. Opportunities 
for innovation by users would be increased. 

( f) Mechanisms are needed to promote the exchange of 
information among carriers, users, and suppliers. 

7. That interconnection of s11bscriber-provided equipment. 
vit.h t.he facilities of the telephone companies can best be 
regulated in Horth Carolina by relying upon appropriate 
tariffs filed in such det.ail and clarity that t.hey may be 
readily understood, and that said tariffs of the various 
telephone companies should be uniform in text and format and 
should reflect reasonable· uniformity as to rates. 
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8. Recommended that the commission call on all parties 
to show vhy the text and format of southern Bell Telephone 
and Teleqraph company's North Carolina General Ezchange 
Tariff, Section J\-15,, should not be used as a uniform text 
and format for all companies operating under jurisdiction of 
the commission during the hearing (December 2, 1970). 

9. That the proceedings be recessed for approximately 60 
days for three purposes: 

(a) To develop format and text for any service that any 
company has that is not covered by the Southern Bell 
tariff heretofore mentioned. 

(b) That an effort be made to establish no more than 
three sets of rates for each service that can be 
reasonably supported by cost that may be used for the 
vari•ous size companies. recognizing the limited 
experience that anyone has had with interconnection 
by means of interface equipment. 

(c) That administrative material be prepared to describe 
the services in more detail. with sketches to 
illustrate the connection arrangement. 

10. That the 
items in nine (9) 
of the hearing. 

telephone companies jointly develop the 
above for presentation at the next session 

In other testimony offered at the hearing. ~r. John 
Stephenson of the Triangle University computation Center 
questioned the need for any "interface equipment" other than 
a jack for connection purposes. Mr. Sanford Smith of the 
City of Greensboro questioned the inconsistencies in charges 
and requirements of interconnection service. ~r. Boyd ~­
Guttery, General Rate Administrator, Southern Bell Telephone 
and 'Telegraph Company, supported the need for an interface 
device to connect subscriber-provided equipment to the 
facilities of the telephone companies but questioned the 
desirability of uniform tariffs as to text and formats, and 
uniformity Or rates for said service. as did rtr. Sam E. 
Wahlen, General commercial Engineer of General Telephone 
Company of the Southeast. 

The various representatives of the telephone companies in 
attendance at the December 2, 1970, hearing vere called upon 
for comments. Some agreement was expressea for uniformity 
of tariff te~t and format. but generally opposition vas 
expressed to any uniformity of rates. 

Based upon t.he testimony and evidence of record at the 
conclusion of the December 2, 1970, hearing. the Commission 
made the folloving findings of facts: 

1. That tariffs consisting of rates and regulations 
which have been filed by certain telephone companies under 
the jurisdiction of the Commission cov~r the interconnection 



GENER U ORDERS 

of subscriber-provided equipment vith facilities of the 
telephone companies. 

2. Tbat interest exists on the p.trt of nriou.s telephone 
subscribers to connect facilities vhich they vill proYide to 
the facilities of the telephone compinies. 

3. That adequate regulation in the form of tariffs is 
needed to properly regulate the connection of sUbscriber­
provided equipment vith facilities of the telephone 
co■ panies. 

Q. That additional tiae vas needed to properly study 
regulations for connecting suhscriber-proYided equipment 
vith facilities of the te1ephone coapanies. 

Based upon the testimony and evidence of record at the 
conclusion of the December 2, 1970, hearing, the Commission 
made the following conclusions: 

That it is desirable to have reasonable unifor■ity of 
text, format and rates in tariffs covering the connection of 
subscriber-provided equipment vith the facilities of the 
telephone companies. 

That adequate tariffs are needed to coTer interconnection 
serTice and that additional tine vas needed to consider the 
possible rev1.s1.on of the tariffs nov on file coTering 
interconnection service and such tariffs as may be filed 
bereafter. · 

THE COS"lSSIOH THEREFORE ORDERED OH FEBRUARY 22, 1971, AS 
FOLLOWS: 

1. That the hearing of December 2, 1970, in this 
proceeding be continued until !'lay 11, 1971, at 10:00 A.l'I. at 
which time further evidence vas to be received as 
thereinafter ordered, the hearing to be held in the 
commission's Rearing Boom, 1 West norgan Street, Raleigh. 
North Carolina. 

2. That the telephone companies operating under the 
jurisdiction of the commission jointly de•elop a uniform 
1;ariff in text and foraat to cover, item by item, all 
interconnection arrangements then authorized, for one or 
more of said companies using the southern Bell Telephone and 
Telegraph Company, section A-15 of its General Subscribers 
services Tariff as a model, the resulting tariff to be one 
that the Commission may consider for adoption by those 
companies offering one or more of the interconnection 
arrangement. 

3. That said telephone companies develop rate schedules 
for each service covered in :Item (2) abo•e vith supporting 
data for each schedule of rates. the.schedules to be for 
exchanges having total company station as of December 31, 
1q10, as follov~ 
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(a) over 1,000,000 stations 
(b) 50,000 - 999,999 stations 
(c) 10,000 - 49,999 stations 
(d) O - 9,999 stations 

45 

4. That said telephone 
administrative materials to 
prepare same if. found 
consideration. 

companies consider preparing 
describe the services, and 

to be practical after said 

5. That said telephone companies be ordered to be 
represented at the ~ay 4, 1971, hearing as covered in Item 1 
above and be prepared to offer testimony on Items 2, 3, and 
q above, or to concur vith such spokesmen for the industry 
as the industry may select to testify in its behalf .. 

6. That said telephone companies may consult with the 
com ■ission staff in preparation of the foregoing, but it 
shall be the telephone companies• final responsibility to 
prepare the materials required in Items 2, 3, and 4 aboYe. 

7. That a copy of the order be served on each telephone 
company under the jurisdiction of ~his co■ 11ission. 

on rtay 4, 1971, the recessed hearing was reconTened to 
receive further evidence in accordance vith the Comlli.ssion•s 
order of February 22. 1971, heretofore referred to. 
ffr. A.H. Grab.am. Jr •• Attorney at Lav, representing General 
Telephone Company of the southeast, explained that as an 
outgrowth of the commission• s February 22, 1971, order in 
this Docket, the companies in an effort to respond to the 
reguire11ents placed on them by the commission formed vhat 
they refer to as the Ad Roe Interconnection co■■ittee to 
develop the data and suggestions embraced in the Order. ftr. 
Graham explained that !r. sam Wahlen of the General 
Telephone company., vho testified at the hearing on 
December 2., 1970., vas Chair11an of the Co■11ittee and was 
present prepared to present the material deTeloped by the Ad 
Boe Committee. ~r. Graham emphasized that: ftr. Wahlen had 
testified in the previous hearing as the General Com■ercial 
Engineer for General Telephone company of the Sout.heast and 
vas testifying in the recessed hearing solely i!', the 
capacity as a member of the Interconnection ld Boe 
Committee. 

ftr. Wahlen testified that his co11sittee vas comprised of 
representatives from telephone companies in Nort.h caro1ina~ 
That the representatiYes were !Ir. Villiara F. Dyer of. 
Southern Bell Telephone & Telegraph company. ftr. Eoy Hepler 
of Central Telephone Company., and l'tr. Earl Vooten of 
caroiina Telephone and Telegraph company and that the 
purpose of the co■mit:tee vas to assist the co■panies in 
complying vith the commission's February 22. 1971. Order. 
In response to Paragraph 2 of the co ■ mission• s Order of 
February 22., 1971, ftr. Wahlen presented a proposed unifotm 
tariff. In response to Paragraph 3 of the conaission•s 
or.der. ftr. Wahlen presented rate schedules as developed by 
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t:he committee, ana in response to Paragraph fl of the 
Com ■ission•s order, ftr. vahlen presented administrative 
material prepared by the committee to describe the 
interconnection service as offered by the various telephone 
companies in North Carolina. 

Yn commenting on the rate schedules as presented, fir. 
Vahlen offered the following remarks-: "The Committee worked 
for some time on this aspect of the order and obtained 
copies of the cost studies for these services that vere 
snb11itted to the commission in compliance vi th its original 
request. After revieving the cost studies and placinq the 
rates for each company in the proper classification, 
according to the si-ze of the company, ve foond that there 
vas considerable disparity between the rates that the 
companies charged for similar services. In order to comply 
vith the Commission Order, the Committee examined the rate 
leyels and used its judgment in arriving at rates that vould 
be representative of the ra tE! ranges for each service vhere 
■ore than one company filed rates for that service. We do 
not present these rates as being the proper rates for these 
services. These representative rates are not based on the 
cost studies because each company's cost vas found to be 
different ana the·committee did not feel that it could 
substitute its juilqment for the judgment of the management 
of each operating telephone companJ". Hr. Wahlen stated 
that there were other telephone co■ panies present vho vished 
to personally voice their concern or present other testimony 
in this matter •. 

By cross examination of ftr. Wahlen by ftr. z. c. Brinson, 
Attorney at Lav, representing Carolina Telephone and 
Telegraph company, ftr. Wahlen testifier! that the e.zhibits he 
presented vere the vork product of the committee and that 
the Committee was not charged with coming up vith an 
endorsement of anytbiilg, but as in accordance vith the 
order, to develop materials to present at the hearing.. !!tr. 
Wahlen further testified that the Committee's report vas 
that of the North Carolina Independent Telephone Association 
and did not necessarily represent the Tievs of the coapanies 
vho happen to be the employers or the me■bers of the Ad Hoc 
coamittee. 

ftr.. .James w. Hevener, .ReTenae Earnings Director for 
General Telephone Company of the southeast, folloverl ftr,. 
Wahlen to the stand. ftr. ReTener testified that his Company 
agreed completely vith the establishaent of a nnifon foraat 
for tariffs in'l'olving customer-owned egaipaent 
interconnected to telephone facilities, but did not agree 
that the various telephone coapanies in worth Carolina 
should be reqaired to file a tariff containing a unifora 
text and rate. ftr. He1'ener testified that ~is coapany 
agreed that the varions telephone coapanies in Horth 
Carolina could be encouraged to use the standard text to the 
extent that it is practical to do so. He stated that the·y 

'Opposed having the use of a standard te1:t for all co■panies 
in North Carolina being a ■andatory reqaireaent. The type 
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customers being served and their requirement for 
interconnection he said would vary videly betveen localities 
throughout the State of North Carolina. ?urther, that in 
Yiev of this variation, occasions vill arise requiring 
specific text not necessarily applicable on the statewide 
basis. He further testified that his conpany is opposed to 
the use of uniform rates for all telephone co■panies in 
Borth Carolina to cover the interconnection of custo■er­
ovned equipment to telephone-owned facilities.. He stated 
that his Company• s opposition to the establishment of 
uniform rates is based primarily on the variance in cost of 
providing the communications service and interconnection 
capability vitb customer-pro•ided eqoipment in various 
localities. 

Polloving the conclusion of ftr. Hevener•s testimony and 
cross enmination, various spokesmen for the telephone 
co ■panies offered their viewpoint on uniform format, uniform 
text and uniform rates as fo llovs: 

ftr. z. c. Brinson, Attorney at I.av, representing Carolina 
Te1ephone and Telegraph companJ. stated that his client is 

_willing to adopt uniform format and text but does not 
belieTe that uniform rates on interconnection services are 
in the best interest of the public and that the ind us try 
should not be required to adopt uniform rates. 

llr. R. F. Branon. Attorney at Lav. representing Southern 
Bell Telephone and Telegraph company. stated that Southern 
Bell had no objection to the use of its tariff as a model 
for the telephone companies but hoped that the Co■mission 
would continu.e its policy to receive reYisions or additional 
material by individual companies since snch charges and 
changes in materials are necessary to meet the needs of the 
customers- in the area in vbich these companies operate. He 
further contended that his client did not endorse the use of. 
uniform rates to be used for all telephone companies 
operating in the State of worth Carolina. 

!r. Victor Jamison of the Oldtown Telephone system stated 
that his company concurred with the views expressed by Mr. 
Hevener. 

nr. Phil Aidenhouse, concord ·Telephone Company; ftr. 
William c. Harris, Lexington Telephone Company; Br. I. L .. 
Grogan. Le~ Telephone company; nr. s. E. Leftvich, Central 
Telephone ccimpany; ftr. Arnold H. Snider. Eastern Rovan 
Telephone Company and Mid-Carolina Telephone Company; ftr. s. 
ft. Suther, ftooresville Telephone company; !fr. A. L. Groce, 
North Carolina 'Telephone company; l'lr. V. c. Hilton, North 
State Telephone Company; and n.r. J. 8. Teal, United 
Telephone company• 'all concurred in st.a temen t made by ftr. 
Brinson of the Carolina Telephone and Telegraph company. 

Hr. Tom Bingham of the Citizens Telephone Company and Mr. 
Ed Guffey of western Carolina Telephone Company and Westco 
Telephone company stated that their companies concurred in 
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the idea of uniform format and text, but not vith uniform 
rates. 

Hr. Edvard B. Bipp, commission Attorney, appearing in 
beb.alf of the commission staff advised the commission that 
the Staff did not vish to go forvard'at that time but 
requested a further recess of the proceedings so that public 
notice might be given to those subscribers who might be 
affected by this proceeding and to give the Staff additional 
time to analyze the positions taken by the coapanies which 
had not been known until the hearing on this date. ftr. Hipp 
stated that he thought that the Staff did concur in the 
provisions of the Order establishing a ca te group by the 
size of tbe company on the basis that the company certainly 
should have uniform rates vithin the company for these 
services because they vere unique and distinct from the 
services afforded in particular exchanges. l!r. Hipp stated 
that the rates, to the extent that they are based on the 
cost data that had been filed vith the- commission, do reveal 
that there are differences primarily between the independent 
companies and south~rn Bell Telephone and Telegraph Company, 
that there vas not much difference between the rates of the 
nine smaller companies and the five larger companies that 
had filed rates, that the big difference between the rates 
filed by Bell and the independent companies was the cost of 
the equipment from the supplier as available to Bell and not 
to the independents. He further stated that the Staff had 
advocated a uniform format consistently throughout the 
proceeding and that uniform. form.at vas desirable so that the 
customers in North Carolina could know vhat to expect if 
they wanted to provide their own equipment and vhat the 
rules vould be for the company furnishing the connecting 
device. During the course of the hearing, representatives 
of the telephone companies raised the question as to hov the 
text for new service items vould be developed if the 
commission were t.o require that all companies adhere to a· 
uniform text. The question covered vho vould originate the 
new text., vhat recourse companies vould have to appeal the 
te~t if they did not agree vith it and how the text might be 
changed. 

Based upon the testimony and evidence of record, the 
commission makes the following 

FINDINGS OF FACTS 

The same findings of facts are herein again found as in 
the commission's February 22. 1971, Order in this proceeding 
and heretofore recited in this order. 

CONCLUSIONS 

The same conclusions are herein 
Commission's February 22, 1971, order 
heretofore recited in this order. 

again found as in the 
in this proceeding and 
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THE CO~USSION THEREFORE ORDERS AS FOLLOWS: 

1. That the format and text of Southern Bell Telephone 
and Telegr~ph company's Not:'th Carolina General Sabscriber 
Services Tariff section A-15, hereto attached as Appendix 
A•, shall be used as a uniform format and text by all 
companies under the jurisdiction of this commission for the 
purpose of offering services whereby subscriber-provided 
equipment may be connected to telephone company ovned 
equipment. That said companies shall incorporate all 
interconneCting equipment in Section 15 (or 15 including an 
alphabetical letter) of their respective tariffs by filings 
with this Commission within sixty (60) dafs of the date of 
this Order. Each company may file only that intercOnnection 
equipment which it nov offers using the same numerical 
sequence contained in Appendix A. Por any equipment 
contained in Appendix A but not offered by a specific 
cOmpany, the companies shall insert "Reserved for Future 
Filings" by the applicable paragraph number for unused 
paragraphs .. 

2. That each company complying vith ordering Clause one 
(1) above ~hall insert itS existing rates and charges .for 
each service. By transmittal letter or·othervise, a cross 
reference slla 11 be provided on the initial filing to shov 
from where a service offering is taken from the existing 
tariff and to where in the new filing. 

3. companies having a special interconnection service 
offering for an individual subscriber shall transfer this 
service offering to the n·ev Section 15 vhere it vill become 
a general offering within six months from the date of this 
Order.. Future filings for sp·ecial interconnection offerings 
for individual subscribers sha11 be transferred to Section 
15 within six months from the effective date of the original 
.filings unless expressly permitted by the Commission to 
extend the period longer .. 

4,. That the commission Staff's request for a continuance 
in this proceeding is( hereby denied and this Docket is 
hereby closed .. 

5.. That a copy of this order shall be sent to parties of 
record i~cluding all telephone companies under the 
jurisdiction of the Commission .. 

ISSUED BY ORDEB OF THE COHRISSION. 

This the 16th day of November, 1971 .. 

(SEAL) 

NORTH CAROLINA UTILITIES COBHISSION 
Katherine 8 .. Peele, Chief Clerk 

•see official Order in the Off ice of the Chief Clerk .. 
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DOCKET HO. E-7, SUB 124 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Ratter of 
lpplication of Duke Pover .company for a ) ORDEB GRARTTNG 
certificate of Public Convenience and ) CERTIFICATE OF 
Necessity unaer chapter 287, 1965 Session) PUBLIC 
t.avs of North Carolina (G.S. 62-110.1) ) CONVENIENCE AND 
lut.borizing Construction of Nev Generat- ) NECESSITY 
ing capacity Near Its Cova.n's Ford Dam in ) 
11ecltlenburg county, North Carolina ) 
(llfcGuire Nuclear Station) ) 

PLACE: commission Rearing Room, Ruffin Building, 
Raleigh, North Carolina 

DATE: Harch 5, 1971 and Har ch e. 1971 

BEFORE: Chairman H. T. Westcott, Presiding; 
Cammi ssi oners John w. !tcDevitt, t'!arvin R. 
'ilooten, !!iles H. Rhyne, and Hugh A. Wells 

APPEARANCES: 

For the A.pplican t: 

Carl Horn, Jr. 
George w. Ferguson, Jr. 
v,. Larry Porter 
nuke Power company 
Post Office Box 2178 
Charlotte, North Carolina 28201 

For the Intervenor: 

Arnold M. Stone 
Sanders, Walker & London 
900 Lav Building 
Charlotte, North Carolina 
For: Carolina E nvironmen ta 1 S tua. y Group, Inc. 

Mrs .. Gayle Va ller 

For the Commission •s Staff:' 

Edvard B. Hipp and Villiam E. Anderson 
Commission Attorneys 
P .. o. Box 991, Raleigh, North Carolina 27602 

BY THE COMMISSION. This proceeding vas instituted on 
necembec 17, 1970, by the filing of Application by Duke 
Power company (DUKE) for a certificate of Public convenience 
and Necessity under G.S. 62-110.1 to construct new 
generatinq capacity on a site adjacent to Lilke Norman near 
its present Cavan's Ford Dam in Hecklenburg county, North 
Carolina. By Order of the commission dated December 30, 
1970, Notice of the Application was required to be published 
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in newspapers of general circulation in !'lecklenburg County. 
On January 26,_ 1971, the commission, on its ovn motion, 
issued an order setting public hearing on the Application 
for ftarch 5, 1971, in the commission Hearing Room, Raleigh, 
North Carolina. The Order further stated that Duke would 
have the burden of proof to support its Application by 
testimony of qualified witnesses together with exhibits and 
data· and to establish for the record through competent 
testimony and evidence justification for the proposed plant 
from economic, power supply requirements, reliability, and 
environmental viewpoints. 

Under the Application for a Certificate of Public 
convenience and Necessity, Duke proposes to construct two 
nuclear fueled steam-electric generating units each vitb a 
nominal rating oE 1150 megawatts, vith Unit Ho. 1 to be 
completed to load fuel by June 1, 1975 and be in commercial 
operation by November 1, 1975, and Unit No. 2 to be 
completed approximately one year later. The Application 
provides that cooling water for the steam plant vill be 
drawn through two inta~es from Lake Norman designed to draw 
water from the· bottom of the lake an:l from the 110-foot depth 
foot level, to be returned to the lake through methods and 
at temperatures alleged to be compatible with the enjoyment 
of recreation and fish and wildlife propagation, and in 
compliance vi th vater quality standards of the North 
Carolina Board of Water and A:ir Resources, and construction 
permits of the a.s. Atomic Energy Commission (AEC). 

Under date of February 23, 1971, Petition to Intervene vas 
filed by the Carolina·Environmental Study Group, Inc., and 
an Order Allovin; Intervention vas issued by the Commission 
on the 26th clay of February. 

On narch 2, 1971~ the Commission received a letter 
requesting subpoena duces tecum for appearance for ftr. w.s. 
Lee, Vice President Engineering, Duke Pover company, 
Charlotte, on behalf of the Carolina Environlietital Study 
Group, Inc. subpoena vas issued by the Commission on ftarch 
2, 1971. 

Public hearings were held in the commission Hearing Room, 
Raleigh, N6tth Carolina, oii 'l!ilrch 5, 1971, and on the 
afternoon of Karch 8, 1971, vith counsel for all parties 
appearing and participating as shown heretofore. The 
Applicant offered testimony and e.zhibits of its witnesses, 
ftr. Ailliam s. Lee, vice President - Engineering, foe Duke, 
and Dr. Charles ft. Reiss, Professor of Environmental 
Sciences and Engineering, college of P~blic Health, the 
University of North Carolina, Chapel Ri11, North Carolina. 
The caI'olina Environmental study Group, Inc., offered 
testimony of its Secretary. Rrs. Gayle s. Waller, 1233 
Biltmore Drive, Charlotte, Rorth Carolina, in protest to the 
granting of a Certificate of Public convenience and 
Recessity. The Utilities Commission Staff, through co­
operation with the Horth Carolina State Board of Health and 
the North Carolina Department of Water and Air Resources 
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offered the statements and testimony of ~r. Dayne H. Brown, 
Chief, Radiological Health Section, State Board of Health, 
and a written statement by Hr. E. c. Hubbard, Assistant 
Director, North Carolina Department of_ Water and Air 
Resources. 

!~§~imony Qf !!!..l?lignt's Witnesses 

~!- !illiam a. L~: ftr. Williams. Lee testified and 
offered evidence as to the economic justification, power 
supply requirements, reliability, and environmental impact 
of the proposed !'tcGuire Nuclear Plant (sometimes referred 
hereinafter as the JllcGuire Nuclear Sta ti on, ~cG uire Plant., 
or McGuire Units 1 and 2). 

rn reference to predicted power needs and available 
sources for Duke's total system, Mr. Lee testified that the 
protable peak load based on average veather conditions is 
expected to grov at an· annual rate of abou-t (J.51 over a ten­
year period and that this compares to. a growth rate of about 
10. 5! based on actual experience between 1965 and 1970 and 

.an average annual grow.th rate of 91 between 1960 and 1,970. 
l't.r. Lee testified. that in regard to 1976 and 1 977, the years 
in vhicb tbe proposed !'lcGuire Nuclear Station Units 1 and 2 
are to become commercial, Duke's predicted. peak load for the 
summer of 1976 is 10,833 megavatts {!!'if), and that with the 
addition of McGuire Unit 1 at 1150 Mli prior to that summer, 
the system capability would he 14,172 MR resulting in a 
reserve capability of 3,339 MW. ~r. tee further testified 
that allowing for the demands created by extreme weather, 
for the. possible outage of the largest unit on the system, 
for other outages and capacity .reduction consistent with 
Duke's experience on a multi-unit system, and an allowance 
for other contingencies including forecast errors or severe 
outages, this reserve capability of 3,339 ~w, which includes 
the ~cGuire Unit 1, would closely match the required reserve 
of 3,348 MW, which ~r. Lee alleged to be necessary for 
reliable service. '1r. Lee testified that at the Sul!lmer peak. 
of 1977, the time McGuire Unit 2 consisting of 1,150 !'IW is 
proposed to go into service, the total reserves will be 
J,q6Q MW. aqainst a reserve requirement of 3,469 MW. 

In reference to the qeographic location and justification 
of the propose a site, Mr. Lee testified that the McGuire 
site is located in Northern Jlleck.lenburg county on a south 
shore of Lake Norman immediately East of the covan's Ford 
Dam. He further testified that this site is near the 
geographic center of the Duke service area and that its 
location is essentially at the intersection of existing 
major 230 KV transmi·ssion routes extending from near Durham, 
North Carolina on a Northeast edge of Duke's service area to 
Anderson, south Carolina, on the southwest and from Hickory 
and Elkin, North Carolina, in the North to Newberry, South 
Carolina, in the south, that the site is also at the hub of 
nuke's developing 500 KV transmission system. 
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On an economic basis, ~r. Lee testified that taking full 
advantage of the transmission system which is now in 
existence or being built will effect considetable savings in 
transmission line costs. He testified that compared to an 
altei::nate site on Lake Norman, the saving in transmission 
plant investment would be approximately 11 million dollars 
and that compared t.o another" possible location in South 
Carolina, which is similar to the ffcGuire site in that a 
minimum of transmission piant is required, the saving in 
transmission at ~cGuire would be approximately 5.8 million, 
but at that alternate site additional investment of 18 
million would be required for cooling water facilities. 

In reference to whether or not adequate generating 
capacity is availatle either from sources oh the Duke system 
or available from adjacent systems as an economic 
altEritative to construction of the l!cGuire Nuclear Station, 
r1r. Lee testified that 'there are no hydro sites on the· Duke 
system with sufficient head or stream flow to support. 
2,300 l'fW of t1rm generation no·r is there sufficient pover 
available for 1976 and 1q77 outside Duke 1 s· system vhich 
would eliminate the necessity of constructing the l'lcGuire 
Plant ... 

In reference to justification of nuclear fuel as the fuel 
source of the proposed plant, Kr. Lee presented comparative 
cost studies which were made for a nuclear plant, a coal 
fired plant, and for a plant fueled with imported residua·! 
or crude oil. These studies shoved that a plant using 
nuclear fuel would result in lowest system cost by a 
substantial margin. ~r.. Lee testified t-hat to be 
competitive with nuclear, oil would have to he available in 
future at 31 cents per million Btu whereas the best 
quotations received at the time of the decision in late 1969 
indicated oil supply at 37 cents per million Btu, plus 
possible escalation in future years.. To be competitive with 
nuclear, co~l would have to be available on a delivered 
basis at 28 cents per million Btu. l'lr. Lee stated that 
Duke's svstP.m-vide cost of coal burned in December, 1969, 
was 31 cellts per million Btu and based on then current 
market conditions vas being evaluited at 36 cents but had 
actually i~creased to 47.6 cents oer million Btu in 
December, 11J70. At the ·time of the study, Duke estimated 
the capitalized value of savings with the tvo unit nuclear 
plant at over SO million When compared to· oil and over 80 
million when compared to coal. Osing fuel costs data as of 
January, 1971, Duke estimated the capitalized value of 
savings to be 167 million dollars for coal and 376 million 
dollars for oil. 

~r. Lee testified the estimated construction cost of the 
"cGuire Station is $372,220,000 with initial loads of 
nuclear fuel at a cost of $59,.168,000. Ar. Lee further 
testified th~t generation costs are estimated to be 5.95 
mills per Kvh. ,.r. Lee testified that operating and 
maintenance labor and supplies expense for the proposed 



54 EL ECTR ICIT Y 

plant would he about equal to that required for a coal fired 
plant., 

To reference to availability of nuclear fuel, Pie. Lee 
testified that Duke had n~gotiated long-term contracts for 
the supply of uranium and that these contracts plus options 
cover all of the uranium required for operation of the tvo 
proposed nuclear units through the 1970 1 s plus about 601 of 
the requirements for operation during the perio:1 1980 
through 1985. l'!r. tee testified that while there are •no 
plants of this si~e pres~ntly in operation, the ~cGuire 
Nuc !ear reactor systems v ill be the 12th and 13th 
essent.ially :!uplicate systems to be supplied by Westinghouse 
and that this repet.itive experience in design is expected to 
provide further increases in reliability. ~r. Lee stated 
that Duke expected the frequency of f~rced outages of 
McGuire units to be about the same as for fossil units of 
comparable size and that annually each r'tcGuire unit will 
undergo a three to four-week shutdown for refueling on a 
schedul~d h'lsis. Even t.hough no units of the si-ze of the 
proposed McGuire station are now in operation, r'tr. Lee 
testified that similar units with a slightly less megawatt 
rating arei in operation. 

Mr. tee next testified regarding the environmental impact 
of the proposed plant and t,he status of all permits required 
for const.ru::tion and operation of the proposed r'tcG.uire 
units. ne testified that an Application ~ad been filed with 
th~ A.toinic Energy Commission on September 1·8, 1970, for a 
construction permit for the tvo ncGuire units. The AEC, Hr. 
tee testifier!, has regulatory jurisdiction over design, 
construction, anrl operation of the proposed plant vitb 
regard to the nuclear aspects relating to assurances of 
public health and safety; that approval has not yet been 
received from the !EC:for a construction permit; and that 
assuming approval of the construction permit, further 
application must be f.ilea. vith the ~EC for operating 
licenses for the tvo units. He further testified that these 
operating licenses include the license for each of the plant 
operators and senior operators~ licenses to ovn and possess 
nuclear materials in the form of nuclear fuel and license to 
use gamma rav sources in non-destructive testihg of piping 
and other materials during construction and maintenance. 

ftr. tee testified that the Federal Pover commission bas 
licensing iutisdiction over hydroe1ectric generating 
facilities on Lake Horman and specifically the covan•s Ford 
Dam which impounds take Norman; that the license for this 
PPC Project He;,. 2232 vas issued September 17, 1958, and 
included the Covan•s Ford development plus ten other 
hydroelectric developments on the catawba-Wateree River in 
Horth and south Carolina; that the original license for a 
term of 50 years from date of issue reserves seven sites for 
thermal electric generating stations, three of vbich vere 
located on Lake Norman; that on 'July 31, 1961, the 
Application was.made for a license amendment covering a 
fourth thermal plant. site on Lake Horman and requesting 



CERTIFICUES 55 

permission to build a lov level in-take structure that vill 
serve the proposed llcGuire station; and that at the time of 
constructing the Covan•s Ford Dam by Order issued October 2, 
1961, the Pro approved the in-take structure and use of Lake 
Norman waters for the purpose of cooling va ters for the 
condensers proposed in this Application. 

With respect to State Agencies, Hr. Lee testified that in 
addition to a Certificate of Public convenience and 
Necessity being necessary from the state Utilities 
commission, the Board of Rater and Air Resources, through 
the Notth Carolina Department of Vater and ~ir Nesources, 
regulates the control of water and air pollution in the 
State. He further testified that Doke Power company had 
applied for the followinq: 

1. A permit for the discharge of warmed cooling water 
into Lake Norman. 

2. Certification that there is reasonable assurance that 
this Jischarqe will not violate the applicable water 
quality standards. 

3. A permit to construct the small dam impounding the 
auxiliary ponn in accordance vith the Board's 
responsibility for review of dam safety in those 
Cases where dams are not subject to other licensing 
jurisdiction. 

"r• Lee st~ted that the permits and certification 
approving these systems have been issued by the Department 
of vater and Air Resources. He further testified that at 
t1'e appropriate time adilitional applications will be filed 
vith that Board for permits covering conventional sewerage 
and waste tr~atment facilities, first to ser~e the temporary 
construction activities and later to serve the plant. fltr. 
Lee testifie3 that any effluents from these facilities vill 
fully comply with the water quality standards of the 
reCei ving bo1 y. 

l'!r. Lee testified. t.hat the North Carolina State Board of 
Health has responsibilities in the areas of vector control. 
sanitation, P.nvironmental r.ad.ioactivity, and other public 
hea 1th matte't's. He testified. that the company and. the 
Radiological Health section, State Board of Health, have 
consummated an Agreement of co-open tion vith respect to 
surveillance of radiological emissions. 

In reference to local zoning requirements. rtr. Lee 
testifie!l that the lllcGuire site vas zoned for this use 
several vears aqo by the Charlotte-aecklenburg Planning 
Commission. 

In regard to the environmental justification of the 
geographical location on Lake Norman. Mr. Lee testified that 
the propose,1. l'lcGoire site offers no disadvantages and tvo 
major aavant~ges - the first advantage being that Duke can 
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utilize the cool waters in the bottom of Lake Norman as the 
source of condenser cooling water and the temperature of the 
vater return to the Lake in the summertime vill be lover 
than possible at anv other cooling lake site on the Duke 
systemr and the second advantage is due= to the close 
proximity of this site to Duke's largest 500/230 KV system 
transmission substation which would minimize the land 
required for ~elivery of the plant output to the system vhen 
compared to any alternate location. l'!r. Lee testified tha·t 
the output of the proposed l'!cGuire plant would be delivered 
over two 500 KV transmission lines .6 miles in length to the 
500/230 KV systeJD transmission substation located South of 
the plant and across N. c. Highway 73. He further stated 
that there would be tvo 230 KV transmission lines of similar 
l~ngth between the substation and the plant to supply start­
up power. 

In reference to plans for disposal of waste heat including 
any studies made for beneficial use of such heat, ~r. Lee 
testified that only a small portion of the Lake vould feel 
tbe. extra warmth of the discharged vatec and that in this 
area the vast~ heat would be quickly given up to t~e 
atmosphere by the combined cooling effects of evaporation• 
radiation, and conduction. Mr. Lee further testified that a 
research nrogram conclucted on Lake Norman vith the 
assistance· of scientists at Johns Hopkins University. the 
University of North Carolina at Chapel Hill, the University 
of North Carolina at Charlotte. and the Division of Inland 
Fisheries of the North Catolin:1. Wildlife Resources 
Commission clearly shows the beneficial effects of this 
waste heat on the fishery resources of this Lake. He 
testified that the objective of this program was to 
determine the effect of a ~imilar cooling vater system at 
Duke's Marshall steam Station located on Lake Norman at a 
site 17 miles North of the l'lcGuice site,. l'lr. I.ee quoted 
from the Wildlife Resources Commission's 1969-1970 biennium 
report to Governor Scott vhich stated. "~ study of the 
effects of the warmed water discharges upon Lake Norman 
fishes, undertaken during the 1966-1968 biennium, has 
continued. Results to date indicate no significant effects 
upon the reservoir as a whole, bat certain localized effects 
have become quite obvious. Thermal enrichment of the waters 
in the cove receiving the discharge nov permit the 
overwintering survival of threadfin shad, which has 
increased the forage-fish potential of the reservoir as well 
as stimulating an extremely popular sport fishery 
particularly for striped bass and white bass." Hr. Lee 
testified that after the ftcGuire units ace placed in 
service. Duke vill continue this study to establish that the 
thermal effects are consistent vith the forecasts that serve 
as a-basis for future siting of pover plants. 

In regard to radiation from the proposed nuclear reactors, 
rtr. I.ee testified that the emissions from the l'lcGuire 
Nuclear Plant vill comply vith the safety regulations of the 
AEC and that the dosage from the ftcGuire Plant of one 
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millirem per year to a person next to the plant is less than 
1/100 of that allowed by one of AEC's guidelines. 

on cross.examination by Commission Staff counsel, !'Ir. Lee 
testified that the proposed nuclear fuel source vould be 
more compatible vith the environment than any alternative 
fuel source because of the inherent air polluting gases and 
fly ash resulting from the burning of coal when coal is used 
as a fuel source. A.lso, llr. tee testified that thermal 
effects from use of cooling vat.er for the condensers would 
be no different except that the nuclear plant would use more 
water but would heat it to the same temperature as fossil 
plants; and that the nuclear plant would not require large 
land space for the storage of coal and ash resulting fro ■ 
burning the coal. 

Extensive and thorouqh cross-examination vas conducted of 
l!r. Lee 'by counsel for the Intervenor, Carolina 
Environmental study Group, Inc. The record vill show that 
many of the questions related to safety of the proposed 
nuclear plant, the ability of Duke to design and operate a 
1,150 !11f unit., the possibility that AEC may refuse licenses 
to Duke to build and operate the plant thus requiring nuke 
to build plants using alternate fuel sources, the 
possibility that fuel reprocessing facilities may not be 
aYailable because of economic and environmental reasons, the 
possible dangers and problems of transporting nuclear fuel 
and nuclear vastes, and the correctness of the cost studies 
used in justifying the decision to install nuclear fueled 
uni ts. 

Q~. Charl~§ ~- ~eiss, Professor of Environmental Sciences 
and Engineering, College of Public Health, the University of 
North Carolina, chapel Hill, North Carolina: Dr. Weiss 
testifi0d that based on the studies previously carried out 
at the Marshall Plant which is on Lake Norman and those 
studies in which he has personally participated, .it is his 
opinion that no significant adverse effect on the aquatic 
biology vill occur in the so-called mixing zone to be caused 
by the releasing of hea tea va ter used for cooling at the 
P!cGuire Nuclear Plant into Lake Norman. 

Witnesses f!!tsented ]!I the Commission lliff 

~r. !!tl!IB. ~- Brovn, Chief, Radiological Health Section, 
State Board of Health: ~r. Brovn testified that the State 
Board of Health maintains an effective program for the 
protection of the citi~ens of North Carolina from exposure 
to radiation; that this program vas established under the 
provisions of Chapter 104 c, North Carolina Atomic Energy, 
Badioactivity and Ionizing Radiation Lav, of the Horth 
Carolina General Statutes, and the Agreement between the 
u.s. Atomic Energy commission and the Governor of North 
Carolina: that the North Carolina Radiation Protection 
Program is administered by the Radiological Health Section 
of the Sanitary Engineering Divisions; and that this program 
includes licensing of radioactive material, registration of 
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:r-ray equipment, monitoring of environmental radioactivity 
and responding- to radiation emergencies. 

Plr. Brown further testified that the radiation protection 
aspects of the proposed l'lcGuire Nuclear Station are 
specifically under the jurisdiction of the AEC but that the 
State Board of Health's responsibilities and concern for the 
protection of North Carolina citizens require consideration 
of any possible public health hazards related to this 
facility. 

!Ir. Brown testified that his Staff has reviewed the 
Preliminary safety ~nalysis Report of Duke for the !'lcGuire 
station and believes that the normal planned releases of 
radioactive effluents will result in environmental 
concentrations vell belov the limits vhich have been 
established by the Federal Radiation council for protection 
of the public: that in ocder to ensure that environmental 
concentrations of radioactivity are vell below these limits, 
the State Board of Health vill supplemen't the surveillance 
program of Duke by maintaining independent radiation 
surveillance around the proposed facility and that this 
independent program vill include surveillance of air, vater, 
milk and direct radiation exposure at locations in the 
environs of the facility. 

nr. Brown further testified that based on review of the 
radiation protection as~ects of the proposed ftcGuire Nuclear 
station, the state Board of Health does not object to the 
issuance of a certificate of Public convenience and 
Necessity to construct and operate the Duke Pover company 
"cGuire Nuclear station at Lake Norman in 5ecklenburg 
County • 

.2~!!!~!11 2.f l!2ll.h. ~c.!2lin.il n epa rt me.nt af nllte a!!.!l ll! 
~sourq~§: A statement from the North Carolina Department 
of water and Air Resources confirming ~pplicant Witness 
Lee•s testimonr regarding the Department's issuance of the 
necessary permits for construction of the ~cGuire Plant vas 
offered and received into evidence as Staff Exhibit No. 1. 

Ritnesses filth~ I.nt.erven.Q.!: 

nrs. Gay,1e waller, secretary. Carolina Environmental study 
GrouVi Residence - 1233 Biltmore Drive, Charlotte, Horth 
Carolina: Mrs. Kaller testified that reactors require SOI 
more cooling vater than conventional plants: that the 
question of hov to disperse such large quantities of heated 
vaters without harmful effects is a question of importance; 
that studies of the effects should be available to the 
public particularly since Duke began conducting studies in 
1959; that the commission should withhold any decision until 
such studies are thoroughly examined by experts vho receive 
no benefits from industry or vould suffer no recrimination 
for a knovledge~ble opinion; that Lake Horman directly 
serves the water systems of Davidson and Huntersville and 
downstream Ch<1.rlotte and because of this reason, radioactive 
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effluents concern the public as vell as heat discharges; and 
vhile p.lanned. and purposeful radioactive leakage into the 
cooling vat.er may be at "permissible" levels, the long life 
of some of th~ isotopes seems to be overlooked as vell as 
the reconcent ration factor. 

Ars. ~aller further testified that the McGuire Plant is 
sited in an area vhich has the worst air inversion factor in 
the East and is only 16 miles from the center of Charlotte; 
that there bas never been a reactor with as little discharge 
as this nor vith the proposed efficiency: that Duke has not 
furnished anything bot conjectures on fuel costs and 
supplies, efficiency, economies, safety, reprocessing plants 
and waste storage; and that the future of the nuclear 
fission is based on con;ecture. 

ffrs. WallP.r further 
not be granted to Duke 
environmental studies. 

testified that a certificate should 
until the Company produced its 

Based upon the entire record of this proceeding, the 
commission makes the following: 

FINDINGS OF FACT 

1. That Duke Paver company is a Corporation organized 
and existing under the Laws of the State of North carolina, 
and is a public utility operating in North and South 
Carolina where it is engaged in the business of generating, 
transmitting, distributing and selling electric paver and 
energy. 

2. That the Atomic Energy Commission and the North 
Carolina State Department of Hea1~h, through a working 
agreement with the AEC, have primary responsibility in 
ensuring public safety from radiation exposure generally as 
affected by the design and operation of the proposed nuclear 
plant; and that an .a.pplicat.ion has been made but that the 
AEC has not yet held hearings or granted a per~it 
authorizing construction of the proposed plant. 

3. That in regard to the normal planned releases of 
radioactive effluents, the state Board of Health finds that 
these releases vill result in environmental concentrations 
•ell below the limits established by the Federal Padiation 
Connell for protection of the public; that to ensure that 
these limits are maintained, the State Board of Health vill 
conduct on-going and independent radiation surveillance 
programs around the proposed facility; and the commission 
finds that the project. meets all safety requirements so 
established. 

~. That the Department of Water and Air Resources, 
through its agreement vith the u.s. Environmental Protection 
Agency, has primary responsibility over the use and/or 
pollution of the water and air resources generally of the 
State; that said Department has studied the environmental 
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effects of the proposed AcGuire Plant on Lake Horman and has 
issued permits authorizing the use of cooling vater in the 
plant's opentions as outlined in the Application; and the 
Commission finds that the project meets all environment 
requirements .so established. 

5. That while the kEC, the State Board of Health, and 
the Department of water •and Air Resources, have primary 
jurisd-iction in the establishment, review, and surveillance 
of the design and operation of the proposed plant as it 
might affect the public from radiation exposure and as it 
might affect the water and air resources of the State, the 
Utilities Commission retains the over-all responsibility of 
determining whether Public convenience and Necessity is to 
be served by construction and operation of the ftcGuire 
Plant. 

6. That the proposed ftcGuire Huclear Units of 1,150 MW 
eacb, i~ now in.operation, vould be the largest nuclear 
units in service; that, hovever, these units are the 12th 
and 13th essentially duplicate systems to be supplied by 
Westinghouse; that similar units of less megawatt rating are 
in operation; that the estimated construction cost of the 
ftcGuire station is !372,220,000 with initial loads of fuel 
at a cost of $59,168,000; that based on all considerations, 
economic as well as environmental, there is no other 
alternate fuel for generation or site location more suitable 
than those chosen for the HcGuire Station: that Duke will 
not be able to adequately serve its certificated area if the 
total amount of power proposed to be supplied by the ftcGuire 
Station is not available by the latter half of the 1970 1 s: 
that Duke has the financial ability to pay for the 
construction and installation of the proposed units; and the 
Commission finds that public convenience and necessity 
requires the construction of the generation facility. 

CONCLUSIONS 

The Commission concludes that public convenience and 
necessity require construction and installation by the 
Company of the nev generating capacity hereinafter 
described, subject to compliance with all design and safety 
standards which may be imposed by the AEC or the State Board 
of Health in regard to protection of the public from 
radiation exposure, and by the N.C. Department of Water and 
Air Resources for protection of the environment. 

In arriving at this conclusion, the commission has 
considered the testimony and evidence offered by experts 
from the state Board of Health and the Department of Rater 
and Air Resources and· the responsibility delegated by Lav to 
the AEC in the areas of protection of the public from 
radiation hazards. considering the evidence presented and 
based on the radiation limitations set by the Federal 
Radiation council and administered by the AEC and the State 
Board of He.'llth, the Commission concludes that the proposed 
!!cGuire Nuclear Station will not have any significant 
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adverse effe~t on its environs and that, conversely, it vill 
emit much 1?.ss volume of gases and particulate matter than 
similar sized coal ~ueled steam plants. 

The commission also considered, in arriving at its 
conclusions, the company's projected power requirements for 
1q16 and 1977 and vhile it is not convinced that the company 
vill require the amount of reserve 11.argin indicated during 
those years, we have concluded that growth of paver use in 
the Company's service area will continue at such a rate that 
the units will be required at least by 1977 and 1978 and 
that the company should proceed to design and construct 
these units as planned in the ~pplication. The commission 
concludes that based on current fuel cost and cost 
considerations as developed in this record. these proposed 
uni ts are the most economical and dependable type of 
generating uni ts the company can provide to meet its 
e:rp~cted gcovth in dem.ana.. and that the site chosen is the 
most suitable from an economic and environmental stand?oint. 

The Commission further concludes that it vill retain 
overall jurisdiction over the design of the plant. as well 
as its operation, and will require the backfitting of 
technological advancements, as they become available. that 
provide reasonable additional protection necessary for the 
public health and safety or protection of the environment. 

!TIS. THEREFORE, ORDERED: 

That a Certific:ate of Public Convenience and Necessity be. 
and it is hereby, granted to Doke . Pover company for the 
construction of ?!cGuire Nuclear Power Plant, haTing a 
nominal output of 2.300 megawatts, to be located on Lake 
Morman near the Applicant's covan•s Ford Dam in ~ecklenburg 
county. North Carolina. as applied for in this proceeding 
subjEct to the following conditions: 

1. The plant vill be constructed and operated in strict 
accordance with all applicable Lavs and Regulations, 
including the construction and operation licenses to be 
issued by thP. ~tomic Energy commission and the permits 
issued by the North Carolina Department of Yater and Air 
Resources. 

2. Duke Power Company shall on a continuing basis 
promptly furnish the commission vith copies of reports made 
by and for the Company bearing on (a) the ecology of Lake 
Norman, {b} the effect of the operation of ?!cGuire Nuclear 
Plant on the environments. and (c) technological 
improvements in the construction and operation of generating 
facilities. Also. the company shall on a continuing basis 
111ake available for inspection by the commission Staff all 
projections and studies made by or for the Company regarding 
system load. proiections, system generation outage and 
reliability records (or studies)• its generation site 
st.udies (including a listing of possible sites held by any 
Company-ovnei affiliates). data on nuclear and fossil fuel 
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sources including suppliers and costs and any contracts 
executed in regard to fuel obtainment, and data on disposal 
of fuel wastes. 

3.. During the month of January of each year, beginning 
with the year 1972, Duke shall furnish the commission with a 
progress renort, vhich shall provide information upon which 
the commission 111ay evaluate the current status of the 
construction of said facility and time at which it is 
anticipated said facility, or A!! t>art thereof, might becom'! 
operational for the generation of electric energy .. 

ISSUED BY ORDER OF THE COffHISSION. 

This the 18th day of r!ay, 197 t. 

NORTH CAROLINA UTILITIES COHHISSION 
Katherine If. Peele, Chief Clerk_ 

(SEAL) 

DOCKET NO. E-13, SUB 18 

BEFORE THE NORTH CAROLINA UTILITIES COHHISSION 

In the Matter of 
"antabala Power and tight 
Coffloany•s Acquisition of 
Facilities from Bemis 
Hardwood Lumber company 

ORDER PEB~ITTING ACQUISITION OF 
CERTAIN DISTRIBUTION FACILITIES 
OF BEKIS HARDWOOD LO~Bl!B COHPANY 

BY THE CO!'!MISSION: The above entitled matter comes 
before the Commission in an Application filed by Nantahala 
Power ana. Light company (hereinafter sometimes called 
Nantahala) for authority to acguir~ certain facilities for 
the distribution. of electrical energy now owned by Bemis 
Hardwood Lumber company (hereinafter sometimes called Bemis) 
together with perpetual rights of way and easements to 
maintain, construct and reconstruct those facilities across 
the lands of Bemis in Graham county. Bemis has at times 
supplied electric energy to 25 to JO families on these 
distribution facilities which contain approximately 2,300 
feet of line and all necessary hardware and equipment for 
the distribution of electrical energy. Nantahala, in this 
transaction, will expend no funds for such transfer or 
conveyance, hut will ovn outright, absolutely free and clear 
of all liens and encumbrances, existing or inchoate, all of 
the personal property, fixtures, or appurtenances to real 
estate described above, the consideration being its 
acceptance ·of the property and its agreement to maintain and 
operate the same as a part of its electric distribution 
system for the benefit of the public. The area in question 
is within the territory nov certificated by this Com11ission 
to Nantahala by its order in Docket No. ES-40, dated 
·April 8, 1969, or which Hantahala has a franchise from the 
Town of Fobbinsville·, North Carolina. 
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IT IS, THEREFORE, ORDERED: 

1. That Nantahala 
hereby, authori'Zed to 
electric distribution 
Hardwood Lumber company 

Pover and Light Company be, and s 
acquire., ovn and control certa n 
facilities heretofore ovned by Bem s 
as described above. 

2. That Nantahala Power and Light company be, and it is, 
autborized to establish for the customers served by said 
distribution facilities, its schedules of rates and charges, 
riders and conditions of service which have heretofore been 
authorized to he established by this Commission for the 
territory served by Nantahala within the State of North 
Carolina, unon acquisition of the properties of said Bemis 
Hardwood Lumber ComPany. 

3. That the entries to be recorded on the books of the 
Nantahala Power and Light Company shall reflect the 
acquisition of said electric properties in accordance vith 
the Uniform system of Accounts. 

4. That Nantahala Pover and Light Company, vithin sixty 
(60) days from the date of acquisition of said properties, 
submit to the Commission copies of journal entries recording 
the acquisition of said properties. 

S. That sub1P.ct distribution facilities be inspected for 
conformlty of service as outlined in the Fules and 
~egulations of the North Carolina Utilities commission and 
corrected wherever deficiencies exist. 

6. That this order hereby constitutes a Certificate of 
Public convenience and Necessity authorizing the- ownership 
and operation of the electrical distribution system vithin 
the area heretofore described. 

7. That a copy of the attached Notice shall be mailed to 
each of the customers served by Bemis Hardwood Lumber 
Company. 

ISSUED BY ORDER 07 THE co~~TSSION. 

This the 13th day of August, 1971. 

NORTH CAROLINA UTILITIES co~~ISSION 
Katherine~- Peele, Chief Clerk 

(SE At) 

DOCKET NO. E-13, SlJB 18 

BEFORE THE NORTH CAROLINA UTILITIES COK~ISSION 

In the Matter o'f 
Nantahala Paver ·and t.iqht company's 
Acquisition of Facilities from Bemis 
Hardwood Lumber company 

NOTICE 
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BY THE COMftISSION: Notice to the Public: Public notice 
is hereby given that Nantahala Paver and Light company, a 
public utility engaged in distributing and selling electric 
energy, filed an Application vith the North Carolina 
Utilities Commission on July 2, 191:1, for authority to 
acquire certain distribution facilities nov ovned by Bemis 
Hardwood Lumbec- companv, together vith perpetual rights of 
vay and easements, for •the purpose of maintaining, 
constructing and reconstructing those facilities across the 
lands of Bemis in Graham County such as may be necessary for 
public convenience and necessity. This Commission has 
authorized the acquisition of these certain distribution 
facilities and rights, of vay and easements and has 
authorized their transfer and conveyance to the accounting 
systems of Nantabala Power and Light company. 

Nantahala Power and Light Conpany is further authorized to 
implement its schedules of rates and charges. riders. and 
conditions of service vhich have heretofore been authorized 
by this commission for the territory served vithin the State 
of North Carolina. 

Notice to the public is further given of their right to be 
heard bv the Commission on any qa.estion of rates or services 
that m.iy nov exist or occur in the future vithin the 
1urisdiction of the Commission. as provided by the General 
Statutes of North Carolina and as stated in the Rules and 
Regulations established by the Commission. 

'ISSUED BY ORDEF OP THE COl'IHISSION. 

This the 13th day of August, 1971. 

NORTH CAROLINA UTILITIES C08BISSION 
Katherine l'I. Peele. Chief Clerk 

(SEAL) 

DOCKET NO. E-22. SUB 125 

BEFORE THE NORTH CAROLIN~ UTILITIES COl'IRISSION 

In the r!atter of 
Virginia Electric and Power company -
Application for Authority to Sell and' 
Lease Back Combustion Turbines 

ORDER GRANTING 
AUTHORITY TO SELL 
AND LEASE BACIC 
CO~BUSTION TURBINES 

This cause is before the commission upon an Application of 
Virginia Electric and Pover Company (hereinafter called 
nvepco") filed July 6. 1971. wherein authority is sought by 
Vepco to sell and lease back combustion turbine generating 
uni ts as described below. 

Based on the evidence of record 
Commission, and the verified 
Application, the Commission makes 

herein. the records of the 
representations in the 
the following 
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FINDINGS OF FACT 

1. Vepco is a corporation duly organized and existing 
under the laws of the commonwealth of Virginia, vith its 
general offices in Richmond, Virginia, and is authorized to 
engage in t:he business of generating, transmitting, 
distributing and selling electric power in the State of 
'Roeth Cat"olina. It is a public utility Under the laws of 
North Carolina and· as such is subject to the jurisdiction of 
this Commission. 

2. Vepco' s consti~ction program during 1CJ71 is 
anticipated to require expenditure of about $371.9 million, 
of which about t300 million must be raised through the sale 
of Vepco 1 s securities together with the proposed sale and 
lease baclc. 

3. Vepco now ovns and has, or will soon have, in 
operation in Virqinia and North Carolina,. 28 combustion 
turbines that it uses for peaking and emergency generation 
on its electric system. These turbines are described in 
Schedule A of Exhibit '9 of the A.pplication. Tvo of 'these 
turbines are located in North Carolina. 

4. Vepco proposes to sell and lease back these turbines 
for the purpose of obtaining funds to fin;i nee the cost of 
its construction program,. including repayment of outstanding 
short-term debt incurred for that purpose. The long-term 
effect of the proposed transaction will be to reduce sales 
of Vepco•s securities that would be othetvise required to 
finance its construction program. 

s. The proposed sale and ·1ease back acrangement, which 
is described in the Application,. is as follows: 

(a) Vepco would, by execution and delivery of Bills 
of Sale (Exhibit D of Exhibit 9 of the Application), 
transfer title to the 26 turbines located in Virginia to 
Tinited Virginia Bank/State Planters and the two turbines 
locat.ed in North Carolina to The Planters National Bank and 
Trust Company, a national bank located in North Carolina. 
Tinited Virginia Bank/State Planters and The Planters 
National Bank and Trust company (the owners) voUld thereupon 
lease to Vepco the turbines so transferred to them (the 
Equipment) under separate net leases (the Leases, Exhibit B 
of Exhibit ~ of the Application),. each having an initial 
term of approximately 20 years and granting Vepco 1".he opticin 
of extending each such Lease for two successive extended 
terms of five years each. Each ovner would acquite the 
Equipment so to be transferred to it for its ovn account,. 
subject to the matters set forth belov, but would make no 
investment in the Equipment. 

(bl F:ach owner would obtain all funds required to 
pay for th?. installed cost. less depreciation of the 
Equipment to be transferred to it by issuing its 
certificates of interest (the Certificates of Interest, 
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Schedule C of Exhibit 9 of the Application) to VEL 
Equipment, Inc., a Delaware corporation (VEL). All of VEt. 1 s 
authorized capital stock vould be owned by an employee of 
Goldman, Sachs & Co., a Nev York partnership, which is a 
registered broker-dealer under the securities Exchange Act 
of 1934, as amended. such Certificates of. Interest vould 
evidence cash advances to the owner issuing the same equal 
to 1001 of such installed costs less depreciation and vould 
assign to VEL such ovner•s rights as lessor under the Lease 
to vhich it is a party until such advances vere repaid 
through the repayment of the Notes described below. Each 
owner would create, for the benefit of the Certificates of 
Tnterest an~ the Notes, a security interest in the Equipment 
acquired by it by entering into a Security Agreement 
(Schedule D of Exhibit 9 of the A.pplication) relating 
thereto .. 

(c) VEL vould undertake, on a best efforts basis, 
to obtain all the funds it would advance to the owners by 
issuing its self-liquidating, fixed interest-bearing notes 
(the Notes, Schedule B of Exhibit 9 of the Application) 
limited in aggregat_e principal amount to .tll6,SOO.ooo. in a 
private µlacement with institutional lenders.. The funds 
advanced. by VEL to the owners would be used to purchase the 
Equipment from vepco, which vould use the funds in its 
construction program or to reduce short-term indebtedness 
incurred for that purpose .. The long-term effect vill be to 
reduce sales of vepco•s securities otherwise required to 
finarice its construction program. The Notes would mature at 
the expiration of -the initial term of the Leases and would 
be issued as provided in a collateral -Trust Indenture (the 
Indenture, Rxhihit A of Exhibit 9 of the Application) from 
VET. to Irving Trust Company, as trustee (the Trustee). The 
Notes would he secured under the Indenture by an assignment 
to the Trustee of (i) all the tights of VEL under the 
Certificates of Interest, including the right to receive all 
rents and other sums payable by the company as lessee under 
the Leases, and (ii) the rights of VEL as secured party 
under the Security Agreements mentioned above.. The Notes 
vould be further secured by a Collateral Agreement (Exhibit 
C of Exhibit 9 of t.he Applicationl between Vepco and the 
Trustee by vhicb the company would agree to pay VEL's taxes, 
if any, to pay its administrative ana operating expenses, to 
furnish finF1.ncial information to the holders of the Notes, 
to remove all liens, encumbrances or charges vhich interfere 
with the application upon the Rotes of all amounts required 
to be paid by Vepco as lessee under the Leases, and to make 
all such payments under the teases directly to the Trustee 
for application upon the Notes as provided in the Indenture .. 
Vepco vould not guarantee the Notes .. 

(d) Doring the term of the Leases Vepco vould have 
the absolute and uncontrolled right to use the Equipment in 
its electric utility operations. subject only to the 
conditions of the Leases, and Vepco vould exercise the same 
control over the operation and management of the Equipment 
as it nov exercises as owner.. The Leases vould not impair 
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Vepco•s ability to perform i.ts service to the public as an 
electric utility. Neither of the ovners vill renaer any 
service to the public as a utility or e:a:ercise any of the 
rights and privileges or bear any of the duties or 
obligations of a public utility. and therefore neither Ovner 
shall be considered a public utility by reason of the 
proposed transactions .. 

(el Each Lease would be a completely net lease 
under vhich vepco would be responsible for rnaintaining, 
operating, repairing, replacing and insuring the Equipment 
and for paying all taxes and other costs arising out of the 
ownership, possession and use thereof. Rental payments 
during the first 10 years of the Leases would be in amounts 
sufficient to pay interest only on the Notes. The exact 
interest rate will be determined through negotiations with 
Goldman, Sachs ~ Co., but will not exceed 8 3/41:. During 
the second 10 years the rental payments vould be in amounts 
sufficient to pay such interest and to amortize 100~ of the 
principal amount of the Notes. After the tenth year of the 
initial term of the Leases, Vepco vill have the right under 
each Lease to purchase any of the Equipment subject thereto, 
in the event that Vepco determines it is no longer 
economically useful, at a price equal to the then unpaid 
principal of the Notes allocable thereto, plus accrued 
interest thereon. A.fter the tenth year and before the 
twentieth year of said initial term, Vepco vill also have 
the right to make such a purchase for any reason at the same 
price, plus an amount equal to the premium payable at such 
time in respect of a prepayment of the Hates. Each such 
purchase price vould be applied by the Trustee to the 
prepayment of the Notes. 

6. Vepco proposes to levelize rent expense (net of 
income tax effect) by accruing additional rent expense 
daring the first 10 years of the Leases vhen rental payaents 
vill be low and amorti2ing the accumulated accruals over the 
last 10 years of the Leases vhen rental payments vill be 
high. Vepco also proposes to use noff balance sheet 
accounting" by accounting for the transaction as a lease 
rather than as a purchase. Vepco vill assume the risks of 
ownership, but the lease payments are such that it vill not 
build up a material equity in the Equipment. 

7. Expenses and fees to be paid by Vepco 
vith the negotiation and consummation of the 
described in this order or in the Application 
not to excee1 !363, 500. 

CONCLUSIONS 

in connection 
transactions 

are estimated 

From a review and study of the Application, its supporting 
data and other information in the Commission's files, the 
Commission is of the opinion and so concludes that the 
transaction herein proposed is: 
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(a)' for 'i lawful object within the corporate purposes of 
Vepco: 

<._, 

(b) compatible with the public interest; 

(c) necessary and appropriate for and consistent 
proper performance by Vepco of its service 
public; 

vith the 
to the 

(d) reasonably necessary and appropriate for such 
purposes; 

and that the transaction will not impair its ability to 
properly ~erform its service to the public. 

TT LS, THEREFOPE, O~DERED that Virginia Electric and Paver 
Company be, an~ it is hereby authorized, empowered and 
permitted, subject to the limitations corJ,.tained in paragraph 
2 below: 

1. To enter into the sale and lease back and related 
transactions described in this Order and in the Application, 
including the assumption of the obligations set out in the 
tease and the Collateral ~greement in respect of the Notes, 
and to execute such instruments, documents and agreements as 
shall be necessar-v or- appropriate in Order to effectuate 
such transactions. 

2. To negotiate with 'Goldman, Sachs & co. for- the sale 
of the $U6,SOO,ono Notes at an interest rate not to exceed 
9 3/4%. 

~- To devote the proceeds of the transactions described 
in the Order to the purposes set forth in the Application. 

4. To levelize rent expense, use "off balance sheet 
accounting", and recognize the lease as a lease rather than 
as a purch~se for- accounting pur-poses, all as set forth in 
the Applica~ion. 

IT TS FURTHER ORDP.BED that neither of the ovners vill 
Lender any service to the public as a. utility or exercise 
any of the rights and privileges or bear any of the duties 
or obliqations of a public utility, and therefore neither 
owner shall be considered a public utility by reason of the 
transactions described above. 

IT IS FTIRTHFR ORDERED that Vepco file with this 
Commission, vithin thirty (JO) days after consummation of 
the transactions· described in this Order and in the 
Application, a report setting forth the final terms of such 
transactions (including the price received by Vepco for the 
Eqaipment anil the expenses of the transactions), and vithin 
such time Vepco shall file with this Commission a copy of 
the Bill of s::1le, tease, collateral Agreement and all other 
instruments, documents and agreements entered into by Vepco 
that are material to the transaction in the final form in 
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which the same are executed; and that this procee~ing be, 
and the same is, continued on the docket of the commission, 
without day, for the purpose of receiving the aforementioned 
documents ann the terminal results of the transaction, as 
hereinabove providea, and nothing in this order shall be 
construed to deprive this Com~ission of its regulatory 
authority under law oc to relieve Vepco from compliance vith 
any law or the Commission•s regulations. 

ISSUED BY ORDER OF THE COMUSSION. 

This the 2"7th rlay of July, 1971. 

NORTH CAROLINA UTILITIES co~~ISSION 
Katherine !!. Peele, chie~ Clerk 

(SEAL} 

DOCKET NO. E-22, SUB 130 

BEFORE THE NORTH CAROLINA UTILITIES COMHISSION 

In the Matter of 
Virginia Electric and Pov~r 
Companv - Application for 
\uthorit.y t.o Lease an IB!'f 
system J70/nodel 155 computer 

; 
ORDER GRANTING AUTHORITY 
TO LEASE AN IB~ SYSTE" 
370/00DEL 155 COMPUTER 

This cause is before the Commission upon an Application of 
Virginia Electric and Power Company (hereinafter ca1led 
"VEPCO") filed December 16, 1971, wherein authority is 
sought by VEPCO to lease an IBn system 370/~odel 155 
Computer. 

Based on the evidence of record herein and the verified 
representation in the Application, the commission makes the 
follovinq 

FINDINGS OF FACT 

1. VEPCO is a corporation duly organized and existing 
under t.be laws of the Commonwealth of Virginia, with its 
general offices in Richmond, Virginia, and is authorized to 
engage in the business of generating, transmitting, 
distributing and selling electric power in the State of 
North Carolina. It is a public utilitv under the lavs of 
North Carolina and as such is subject to the jurisdiction of 
this Commission. 

2. The Company proposes to negotiate with the Computer 
1,easing Division of Itel Corporation (Itel), a California 
corporation, an arrangement under vhich Itel will secure 
(i) a party who will acquire the Equipment and provide 201 
of its purchase price (the ovner), and (ii) a private 
institutional lender vho will finance the remaining portion 
of the ovner•s acquisition of the Equipment pursuant to a 
security and loan agreement (the Loan ~greementl vi.th the 
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Owner in the form as attached as Exhibit B to the 
application. 

3. The Lease vould he for a term of eight years. During 
this time the Company would have the absolute right to use 
the Equipment in its electric utility operations at its 
offices, subiect only to conditions of the tease. The Lease 
vould be a completely net lease under vhich the company 
would be responsible for maintaining, repairing and 
replacing t.he Equipment and for paying all taxes and .other 
costs attrih11table to its ownership, possession or use. 
Rental payments vould consist of (i) basic rent payable in 
equal monthly installments and in no case less than an 
amount required on any rental payment date to make payment 
in full of all installments of principal and interest at 
their stated maturity due at such time under the security 
and loan agreement (Basic Rent), plus (ii) supplemental rent 
consisting of (A) the amounts vhich, v_ben added to Basic 
Rent, vill equal all payments due the lender under the Loan 
Agreement, and (B) interest on such amounts and on Basic 
Rent not paid vhen due. 

q_ The interest rate under the Loan Agreement would be 
no greater than 7-3/QI without the further approval of this 
Commission. The com?any vould have the right at the end of 
the Lease term to acquire the Equipment for its fair market 
value at the time. The Company would have the right to 
terminate the Lease after three years upon payment of an 
amount, if any, by which (il a termination payment specified 
in the Lease sho111'l exceed (ii) the amount for which the 
owner, usinq best efforts, could resell the P.quipment. less 
the reasonable expenses of such resale. 

5. Assuming an interest rate of 7-3/4% the Company's 
monthly payments of Basic Rent under the Lease vould be 
S19,923. These payments would be charged to the expenses of 
each of the various user departments within the company on 
the hasis of each such department's use. Itel vould receive 
its fee from the Ovner, not the Company, and the Company 
vould pay for no counsel fees other than those of its own 
counsel. 

6. It is estimated that the company•s expenses in 
consummating the proposed transaction would amount to about 
$1,500. 

7. Based on a study of leasing proposals submitted by 
five companies conducted by VEPCO the proposal submitted by 
Itel Corporation will result in an estimated savings of 
$345.000 over a five year retention· period Vhen compared to 
VEPCo•s out-right purchase of the same equipment. 

CONCLUSIONS 

From a review and study of the Application, its supporting 
data and other information in the commission's files, the 



L E~S ES 71 

Co1111iission is of the opinion and so concludes that the 
transaction herein proposed is: 

(a) for a lawful object within the corporate purposes of 
VEPCO; 

(b) compatible with the public interest; 

(c) necessary an~ appropriate for and consistent with the 
proper pec-formance by VEPCO of its service to the 
pub lie; 

(d) reasonably necessary and appropriate for such 
purposes; and that the transaction vill not impair 
its ability to properly perform its service to the 
public. 

IT TS, TREqEFORE, ORDEFED that Virginia Electric and Power 
Company be and it is hereby authorized to consumD1ate the 
proposed lease of an IB~ system 370/"odel 155 computer from 
the Itel Corooration in accordance vith the terms of the 
Computer Equipment Lease attached as Exhibit A to filed 
application of December 16, 1971 and made a part of this 
order by reference. 

ISSUED BY ORDE~ OF THF. COl'll'IISSION. 

This the 2~rd day of December, 1971. 

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

(SE AL) 

DOCKET NO. E-2, SOB 193 

BEFORE TH~ NORTH C~ROLINA UTILITIES COM~ISSION 

rn the Matter of 
~pplication of Carolina Paver & Light 
company for ~uthority to Adjust and 
Increase its Electric Rates and Charges 

ORDER 

PLACE: Commission 
Carolina 

Rearing 'Boom, Raleigh, North 

DATE: 

BEFORE: 

November 3, 4, 5, 6, 7, 9, 10, 11, 12, and 13, 
1970 

chairman Harry T. Westcott, 
Commissioners John W. P'lcDevit.t, 
Wooten, Miles A. Rhyne and Hngh A. 

Presiding, 
Marvin R. 

Wells 
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APPE1tRANCES: 
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Attorneys at tav 
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Charles F. Rouse & Sherwood H. Smith 
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Thomas R. Eller, Jr. 
Cansler, Lockhart & Eller 
Attorneys at Lav 
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For the rntervenors: 

James c. Little 
Hatch, Lit1".le, Bunn, Jones & Liggett 
Attorneys at Lav 
327 Hillsborough street 
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·For: N.c .. Oil Jobbers Association 

,T.o. Tally, Jr., & Lon Bo11knight 
Tally, Tally & Bouknight 
Attorneys at Lav 
P.O. Box 1660 
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Brorie J. Nelson 
City of Raleigh 
P.O. Box 590, Raleigh, North Carolina 27608 
For: The City of Raleigh, N.C. 

R. c. Hudson 
c/o commander, P.tlantic Division 
Naval Facilities Engineering command 
Department of the Navy 
Norfolk, Virginia 23511 
For: United States of America 

For the Using and Consuming Public: 

,lean A. Benoy and I. B. Hudson, Jr. 
N.C. Department of Justice 
P.O. Box 629, Raleigh, North Carolina 
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BY THE C0H!'1ISSI0H: This proceeding was inst'ituted on 
April 22, 1q10, with the filing by Carolina Power & Light 
Company (hereinafter called "CP&L") of an Application for 
authority to increase its electric rates and charges for all 
metered retail customers in Horth Carolina. M.etered 
customers includes all customers of the Company vith the 
exception of certain flat rate schedules for street lights, 
traffic sign~ls, and area lighting service. The original 
Application was for an across the board flat rate increase 
of 10.5~ on 111 metered customers' bills, plus an increase 
in the minimum bill from $1.30 to $2.00, and elimination of 
one frozen ~chedule R-1c. 

By Order of 
original prooosed 
for investigation 

the Commission entered ~ay 18, 1970, 
increase of 10.51 vas suspended and 
and hearing on September 29, 1970. 

on June 18, 1970, CP&L filed 
Application to increase the across 
increase from 10.si to 1qi. 

an Amendment to 
the board flat 

the 
set 

the 
rate 

By Order of July 3, 1970, the amendment was allowed and 
the amended rate increase of 1q1 was suspended and set for 
hearing and CP&L was ordered to publish Notice of hearing in 
newspapers of general circulation in the CP&L service area. 

The Application contends that the increases are filed due 
to overall r1te of return requirements and general revenue 
needs ar-ising from general increases in oper-ati-ng expenses, 
including increases in the cost of c:>al for steam generation 
of electric power and increases in the cost of capital for 
the company's construction program due to increased interest 
rates on company bonds. The increase of approximately 1ij~ 
would produce additional annual revenue from metered North 
Carolina retail customers in the amount of $17,810,567. 

On May 2g, 1970, CP&L 
Application !or interim rate 
its rates 1n the amount. 
increase pen1 inq hearing and 
rate Application. 

filed a Motion and Notice and 
ad;ustment seeking to increase 
of qi as an interim emergency 
determination of the general 

The l\pplication 
set for hearing and 
Attorney General, 

and f'!otion f::,r interim rate increase was 
duly heard on June 19, 1970. The 

Robert Morgan, intervened for the using 
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and consu111.inq public on June 11, 1970, and was represented 
.at the hearing. 

After receiving testimony regarding the said interim 
emeCgency rate increase of 41, the com.mission entered its 
Order on June 30, 1970, allowing the interim emergency rate 
increase to become effective on bills rendered on and after 
July 1, 1970. The q,; interim emergency rate increase vas 
based upon rapid increases in the 'price of coal, and 
increases in interest rates and a decline in the company's 
earnings and vas estimated to produce $2,900,000 of 
additioniJ.l revenue from customers in North carolina for the 
last siE (6) months of 1970. 

Petitions to intervene were filed in protest to the 
proposed rate increases, and the commission entered orders 
alloving interventions of Horth Carolina Textile 
!lanufacturec-s l\ssociation. North Carolina Oil Jobbers 
Association. Rorth Carolina "ining Association. Inc., 
P.lectricities of North Carolina. International "inerals and 
Chemicals Corporation, the city of Raleigh, and the United 
statEs of America vere entered. Various procedural "otions 
and orders were subsequently entered relating to setting the 
date of the hearing and continuances and. postponements 
thereof and pre-trial conference vas held on October 26 • 
1970, and final Order on pre-trial conference entered on 
October 28. 1q10, establishing the procedures for the 
hearing. 

Testimony and exhibits of the applicant CP&L vere duly 
filed in advance of the hearing and testimony of the expert 
witnesses of the protestants and Staff reports vere duly 
filEd ten days in advance 0£ the public hearing. 

Public hearinrys were held in the Commission Hearing Room, 
Raleigh. North Carolina, beginning on November 3, 1970. and 
extending through 10 hearing days, ending on November 13, 
1970, vith counsel for all parties appearing and 
participating as shown above. 

The applicant offered the testimony and exhibits of its 
witnesses Shearon Harris, President of CP&L, relating to the 
increased cost of coal and to other matters relating to 
CP&L'S earnings; Edwin E. Utley, Director of coal Purchasing 
for CP&L, testified as to the coal purchasing practices of 
CP& L and the prices of coal and other fuels used by CP&L; 
James s. Currie, Treasurer of CP&L. as expert witness in 
accounting and finance, testified as to the financial 
records and data of the company, including its proposed sale 
of stocks an1 bonds to finance the company's construction; 
Ernest c.· North. outside engineer vith Whitman Requardt 
Company, testified as to the trended cost of CP&L 1 s plant in 
service; John s. Reilly, outside expert in utility 
valuation, testified as to trended cost of CP&L plant; 
Samuel Behr?.nds. Jr., Director of rates for CP&L, expert 
witness in utility rate-making. testified as to rates and 
rate of ret.urn and financial position of CP&L 1 s sec11rities; 
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Paul Rallingby, ,lr., outside vitness from White Weld & 
Company, Nev York, expert in public utility securities, 
testified as to rates of return and posit.ion of Cl?&L's 
securities in the investment market; Robert R. Nathan, 
Economist, Washington, D.c., testified as to rate of return 
and utility securities; Archie K .. Davis, Chairman of the 
Roard of Directors of Wachovia Bank C Trust Company, N. A.., 
Winston-Salem, testified as to economic conditions in North 
Carolina and in the investment market; L. Sanford Beis, Reis 
and Chandler, Security Analysts, Ridgewood, Nev Jersey, 
expert in utility securities, testified as to rate of return 
and investment market; and ·w. Reid rhompson, Vice President 
and General Counsel of CP&L, testified as to rates, rate of 
return, earning requirements and financial position of CP&L. 

The protestants North, Carolina Textile l!anufai:::turers 
Association_ offered the testimony and eihibitS of David A. 
!Cosh, TJtilitv Consultant, Washington, D.C., testifying as to 
rate of return of C'P&L and the securities market; Jerry T. 
Roberts, Assistant ffanager, North Carolina Textile 
ftanufacturers Association, Charlotte, North Carolina, 
testifying as to the impact of proposed rates on textile 
mills; A. H. Gt"ant, Vice President of Springs Hills, 
testifying as to the effect of the rate increase on his 
company; w. F. ~ayhev, Jr., Manager of Indian Head Yarn & 
Thread, testifying as to the effect of the rate incre3se on 
his company; w. c. Gay, Assistant Treasurer of J. P. 
Stevens f,, Co •.• Inc., testifying as to the effect of the rate 
increase on his company; and c. J. Rhyne, Vice President. and 
General Manager of Federal Spinning Corp., testifying as to 
the effect of the rate increase on his company. 

The Utilities Commission Staff offered the testimony of 
Dr. Boss M. Robertson., Professor of Economics of Indiana 
University., as an expert witness on the rate of return of 
CP&L; P'. Paul Thomas, Staff Accountant, testifying as to the 
Commission Staff audit of CP&L's books and the audit reports 
and exhibits contained therein; Robert K. Koger., Director of 
Engineering, testifying as expert witness on the allocations 
of plant expenses and revenues between North Carolina 
wholesale and retail customers; Joseph H. Smith, Director of 
Economics and Planning., expert in utility rate-making, 
testifying as to the rate of return on equity and the 
financial position of utility securities. 

The Attorney General offered testimony of Dr. Charles E. 
Olson, Professor of Economics., University of fllaryland, 
expert witness., testifying as to CP&L 1 s accounting 
practices, r'ite of return of CP&L, and effect of CP&L rates 
on its return and securities; Alexander E~ Wiskop, expert on 
accountinq and economics., testifying as to the methods of 
accounting and computation and return and net income of 
CP&L; and Harvey J. Alexander, expert in evaluation of 
plant.., testifyinq as to the methods of evaluating fair value 
of CP&t•s plant and trended cost of CP&t•s plant. 
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The International ~inerals & Chemicals Association offered 
th·e testimony of Ben Robinson, testifying ·as to the effect 
of the rate increase on his company. 

Feldspar Corporation offered the testimony of Carroll 
Rogers of Spruce Pine, testifying as to the effect of the 
rate increase on his' Company. 

The applicant and the protestants and the commission Staff 
all offered extensive testimony and exhibits and opinions of 
expert witnesses relating to the books and records of CP&l 
and the adjustments based upon the test period 1969 as 
prescribed by G.S. 62-133 and the adjustments relating to 
protable future revenues and expenses of CP&L under G.s. 62-
133 (c). 

The 
briefs 
briefs 
before 

parties re guested and were 
30 days after ma-ilin g of the 

were filed and received by 
December 29, 1970. 

granted leave to file 
transcript, and all 
the Commission on or 

D!GES'T' OF TESTIPIONY 

The rate schedules of CP&L in effect at the time of the 
filing of the Application herein on April 22, 1970, are 
derived from the original• ta~iffs of CP&L, as adjusted on an 
inilividoal schedule basis daring succeeding years. CP&L has 
not previously filed a general rate case. A fuel clause for 
large user rates and an adjustment in the textile rate 
ene~gy clause in 1958 and 1960, respectively, were the most 
recent contested rate adjustments of the company. See 
Utiilll&.2 ~2!!!!!1.• :t• li!lh!. £2.- !!.n.!l !!.tilit.!~ comm- !• 
g~n~ £2.!!!~ittg~, 250 Ne 421 (1959) and !I!!~ £m!!.!­
v. A~ Develon.mgnt, Inc., 257 NC' 560 (1962). 

CP&L's total North Carolina revenues during 1969 of 
$155,480,867 represent 83.12~ of the system-vide revenues of 
$1A7 ,080, 192. The North Carol-in a revenues from retail 
operations during 1969 of s129,2q1,ooo represent 69J of the 
total company revenues, and are the only rates at issue in 
this proceeding, (the North Carolina and South Carolina 
wholesale operations being regulated by the Federal Power 
commission, and the south Carolina retail operations being 
regulated bv the south Carolina public service commission). 

Based upon the test year chosen, the calendar year 196q, 
both the company and the Commission Staff made separations 
of CP&L's operations between the North Carolina and South 
Carolina jurisdictions and separations betveen CP&L' s 
wholesale s~les to municipals, co-operatives. and small 
private utilities in North Carolina and its other customers, 
called retail operations in North Carolina. 

In making the separations between North Carol·ina wholesale 
operations and North Carolina retail operations, items such 
as revenue, plant specifically located and serving only 
customers in one stat.e or serving on1y 11 vholesale" 
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customers, and expenses asso,ciated with providing service in 
one stilte or to vholesale customers are specifically 
assigned to the jurisdiction for the purpose of eliminating 
al1 revenues, plant and expenses not properly included in 
the North Carolina retail operations of CP&L over which this 
Commission has jurisdiction. However, because of CPtL' s 
necessarily large investment in t.ransmission and production 
plant capacity vhich jointly serves the company's entire 
system by means of a network of high voltage transmission 
lines, a majority of its plant investment and associated 
production and related plant expense must be apportioned on 
the basis of various allocation factors. Both the Staff and 
the company proceeded by first classifying the primary plant 
and expense ~ccounts to Demand, Energy, and customer related 
ca·teqories. In developing allocation factors for these 
three categories, the Sta ff and the company differed 
regarding the most appropriate basis for arriving at demand 
related allocation factors! since the size of the required 
product.ion and transmission plant is dictated to a very 
large degree by t.he demand ·\!POD the system, the demand 
related factor is l,y far the most significant in arriving at 
the amount of joint plant to he assigned to each 
jurisdiction. 

Botli the Staff and the company followed the "Average and 
Excess 11 procedure, but the company used. somewhat different 
basis for computing demand related allocation factors. The 
Staff, using its allocation methods, together with various 
standard accounting adjustments, arrived at an original cost 
investment in plant devot@d to North Carolina retail 
operations of $4q2,543,157, including construction work in 
progress, which is later subtracted in this order, as 
hereinafter described. The cOmpany arrive~ at a fiqure of 
$ll99,679,192. 

The tota_l company operations of CP&L in North Carolina and 
south Carolina, both wholesale and retail, for the test 
period calendar year 1969, before adjustments, -show gross 
operating revenues of $187,060,1Q2, operating expenses of 
$1Q4,124,536, with net operating income of $48,262,524, 
total investment in plant and service was $827,623,685-, and 
after deducting accumulated depreciation and contributions 
in aid of construction and other standard adjustments, left 
net investme'nt in electric plant of $678,181,371. After 
various standard adjustments for working capital, 
construction work in progress (no longer recognized in North 
Carolina and hereafter deleted from North Carolina retail 
rate computations, see kfil! Tg_l&J?horie ~~§~, ~t) and 
interest durinq construction, the Commission Staff audit 
report discloses a total company system-wide rate of return 
under normal utility accoUnting practices of 6.82'.J on net 
investment, plus working capital. Staff Thomas Exhibit 
No. 1, Schedule 1, Col. 1. 

The corresponding 
operations, including 
adjustments, shows 

data for total 
wholesale and retail, 
operating revenues of 

North Carolina 
after certain 

$151,076,995, 
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operating e~penses of. $115,915,584, net operating income 
$3q,.661,943, electric plant in service $689,818,057, 
adjusted for depreciation and construction vork in progress 
vith net investment in plant $56~,780,147, adjusted to 
include working capital for total plant of $590,434,966, and 
with a rat.e of return of 6.721 .. staff Thomas Exhibit No. 1, 
Schedule 1, Col. 4. 

North carolin11 retail operations are further adjusted 
herein to delete construction vork in progress and 
construction interest (in accordance with .!!t.ili1i&.§ 
!:..2.m~ission ill 12~ !tl~J2h.QD~ C2m.B~ni !• Hgcg~n, !tt2~n~z 
!i!!~I!!.l, 277 NC 255, decided Nove:inber 18, 1970). 

The North. Carolina retail operations of CP&L under 
investigation in this Docket are computed by elimination of 
wholesale business of CP&T. in North Carolina by deduction of 
wholesale revenues and allocated vholesale expenses and 
produces the following operating data on CP&t•s North 
Carolina retail operations durinq the calendar year 1969 
test period at the rates then in effect; operating revenues 
$129,291,000, plus qrovth factor of $4,026,000 (from Dr. 
Olson• s Exhibit No. 1, Schedule 4) for adjusted revenues of 
$133,317,000, original cost of plant in service allocated to 
North Carolina retail service $512,68.q.,ooo, not including 
c9nstruct1on work. in progress of $62,544,528, less reserve 
for depreciation of $105,538,000, and net allovance for 
working capital of $19,699,000 for net plant in service of 
sq24,962,ooo. · 

The rate increase, as filed in the llpplication, would 
pro duce add it ion al revenue on North ca roli na retail business 
of $17,810,567 for the test period. The addition of this 
revenue Under the proposed rates would result in a net 
operating income based on 41.5,cents per million BT(J fuel 
cost, and the !!J,026,000 growth factor and omitting interest 
Charge to construction of $3,0!JS,OOO. and a rate of return 
on net investment adjustet1, omitting construction vork in 
progress, of 8. 39 j on net investment in plant in service of 
$423.682,000 at the end of the test period and 12.951 return 
on equity. 

The above operating statistics include many adjustments 
recognized in utility rate-making as hereinafter discussed 
and as further revealed in the testimony of the various 
e:irnert witnesses and the exhibits offered into evidence at 
thE! public hearing. The figures used are principally the 
result of the commission staff audit, adjusted to remove 
construction work in progress and interest charged to 
construction, pursuant to the ~ ~l§~, supra, vith the 
addition of an increased grovth factor as proposed by the 
Attorney General witnesses Wiskup and Olson, with other 
adjustments as hereinafter further described. There is no 
substantial disagreement betveen any of the parties as to 
the actual revenues of CP&L. the actual system expenses of 
C'P&l, or the actual system in vestment in plant of CP&L 
during the tes,t period, and only minor differences as to the 
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allocat.ed expenses and plant inVestment in Horth Carolina 
retail service. These basic figures are not controverted by 
any evidence of record. The Commission staff conducted an 
audit of the company's books and confirmed the actual 
figures, as described. The expert witnesses of the Attorney 
General for the consumiiig public and tbe textile 
11an u facturers had access under appropriate orders and 
understandings to such books as they made known a desire to 
examine, and the actual revenues, expenditures and net 
investment. are not in material dispute. 

The various differences in the conclusions of the e1:pert 
witnesses of CP&t, the Commission Staff, the textile 
manufacturers, and the Attorney General result entirely from 
differences in allocation, accounting and economic 
adjustments to the actual figures, pursnant to differences 
in opinions as to standard allocation methods, utility rate­
making practices and recognized utility accountirig 
practices, to arrive at North Carolina retail serVice. The 
record presents differences of opinion as to the pr:>formed 
operating statistics of CP&L after s~ch adjustments to the 
actual accountirig data designed to establish a standard test 
year of operations for rate-making purposes. Adjustments, 
projecte~ by the witnesses. include adj11stments to bring 
forward known incre11ses in revenues and expenses subsequent 
to the test period for "probable future revenues and 
expenses" under r..s. 62-133(C'), including adjustments to 
fuel costs arising from increased.costs of coal, adjustments 
in vages from increased vage contracts, and accounting 
adjustments for de£erred taxes, amortization of taxes, 
grovth factor of revenue to the end of the test period, tax 
effect of additional bond interest. plant held for future 
use. contributions to construction, deferred tax credit, 
cash working 'capital, materials and supplies. Federal tax 
accruals, anrl fuel inventory. 

All of the various adjustments by the various expert 
witnesses are amply set forth in the testimony and exhibits 
of the witnesses as shown in the record herein, and all have 
been thoroughly considered by the Commission in arriving at 
its Findings of Fact and Conclusions of Lav therefrom, as 
hereinafter set forth. 

There are, however, some areas of expense vhich are in 
need of further comment. A reviev of CP&L 1 s annual reports 
on file with the commission indicates that CP&L has been 
spending money on obviously c1.v1.c and 'charitable causes 
vhich have no relation to its operations as a public utility 
and to the furnishing of electric service at either retail 
Or wholesale. The commission takes judicial notice of these 
circumstances anrl advises that all such expenditures should 
iri the future be considered in the light of whether they are 
~!1§.§gy expenses. 

There 
with as 
enable 

is another area of expense 
a separate item of expense in 
the Cammi ssion to isolate 

which, while not dealt 
this record so as to 
it, affects the public 
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interest sufficiently for the commission to take note of i-ts 
existence and comment on its reasonableness. It is apparent 
from the record that CP&L -has engaged in considerable 
promotional advertising in the past, particularly relating 
to the exclusive use of electricity for residential energy 
needs. Lt appears that. CP&L is not only encouraging by 
promotional advet:"tising the construction of nev all-e1ectt"ic 
homes hut is also encouraging the conversion of existinq 
residential beating facilities to electrical. considering 
these times of unpreceilentedly high fuel costs, together 
with the lack: of any definitive studies by CP&~ of the 
effect of th is increased cost on the over-a 11 cost. of 
providing service to all-electric cust.omers (which studies 
are to be made for the purpose of ascertaining whether the 
all-electric rates are remunerative) and also consiiering 
that manv of these all-electric customers install air 
conaitioning equipment which contribute to the peak load 
problem nf insufficient reserves anticipated by CP&L ovei; 
the next few years, it does not appear that it is reasonable 
for C:-P&L to cont.inue to engage in such promotiona 1 
advertising activities and that expenses for such activities 
are not to he considered reasonable. The commission, 
therefore, advises that for the foreseeable future 
promotional advertising expenses should be kept at. an 
absolute minimum. 

The Commission takes note that the expenses for rate cases 
should be properly amortized and not charged during any one 
fiscal year, an1 therefore directs that these expenses shall 
be amortized over a period of five years. 

The commission is advertent to the need for continued and 
expanded research and development in the electric utility 
industry and to the need for those in the industry to he 
sharply aware of the environmental problems associated with 
tb.e production, transmission and distribution of 
electricity. While the commission cannot from this record 
find any precise level of necessary or reasonable 
expenditure on the part of CP&L in either of these areas, 
the commission is nonetheless convinced from this record and 
from its official files and i:ecords upon which it may rely 
that the comoany should be encouraged to expand expenditures 
for research and development and that it should carry on a 
continued proqram of inquiry and investigation into the 
means by which its activities may be carried on in a manner 
compatible to the public's broad interest in the protection 
and improvement of the environment. 

_E.I.I!L..!A.!&L]YI!!JH!CE 

G.s. 62-133 (b) (1) provid'es that the commission shall 
ascertain th~ fair value of the plant in service of CP&L at 
the end of the test period, considering original cost, 
replacement cost, which may be based upon trended cost, and 
such other factors as the Commission deems available~ 
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Following the determination of the fair ·value of CP&l 
plant and service, G. s. 62-133 provides that the commission 
shall fix a ra.te of return which shall provide a reasonable 
profit to CP~L Stockholders 11 £Q_nsidering ~~!ging ~~Qnomic 
condit.igns and at.her fic1.2£_s as thfi thfill, ~i§t, t,Q. maintain 
i1§ is£iliti~2 ~nQ ~tyice in accoraance !ith lli ~§Q!~~le 
re.!l.!!irements of ii.§ customers i!!. the te~riton covered b~ 
i!,s franchise, and to CQE.Pete in. the nrket for C!lEital 
.f.ynds on tl':!rms which are reasonable and which are fair to 
ill customei;:s and !..Q existing investors"• G.s. 62-
1.13 (bl (41. 

In considering the first factor prescribed by the statute 
in determining fair val-ue, i.e., original cost., less 
depreciation, the original cost of CP&L's investment in 
plant is not disputed. There is no substantial dispute as 
to the ret:iil allocations made by the Commission Staff 
engineers for that portion of the plant devoted to North 
Carolina retail service, so that the original cost plant in 
service, as computed by' the Staff as $512,684,000, is not 
disputed by the intervenors, and is substantially in harmony 
vit.h the allocations made bV CP&L to North Carolina retail 
plarit in service of $513,879,862. The depreciation 
allowance, as described in G.S .. 62-133 (b) (1), of "that 
portion of the cost which has been consumed by pi:evious use 
recovered hy dP.preciation expense" was audited by the 
Commissiori ~taff and the depreciation rates found not to 
require any adiustments (See Staff Thomas Exh. 1. p. 7) and 
is allocateil to North Carolina retail in the amount of 
$105.538,109, and aft.er standard adjustments f6r the test 
period, including vorlcing capita 1 (and construction work in 
progrP.ss, which is eliminated in this Order}, resulted in 
net original cost of plant in service of $492,5~3,157. 
(Staff Koger Rxh. 2-A1 

Ct'tL of_f?.red expert testimony and exhibits of the 
replacement ~osts of the property as "determined by trending 
such reasonable dP.preciated costs to current cost levels, or 
by any other reasonable methods" based on use of Handy­
Vhitman Tren~ea costs Tndex, producing a trended cost index 
factor for the total CP&l. plant of 39'X over the original 
cof:t, resulting in CPP.-L evidence of depreciated trended cost 
of !659,415,050. A substantial portion of the CP&L plant 
vas built within the last tvo. years prior to the test period 
and durin')' the test period and its replacement cost is very 
little, if anv, more than original cost. CP&L 1 s annual 
reports filet1 vith t.he commission show $186.069, 768 in 
system-wide plant additions in the three years 1967, 1968 
and 1969.. .See I&~ (supra) , 277 NC at p.. 269.. A.n 
add_itional portion of the CP&L plant consists of the 
hydroelectric plants and older steam plants of small si-ze 
compared to modern design generators, and resulted in 
trended cost. which. t.he Commission finds exceeds the actual 
fair value of the plant as compared to the replacement of 
such plant by plant of modern design of large capacity 
similar to the more recent CP&L -plant. For this reason, the 
Commission finds that such. plant do_es not have a fair value 
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properly related to the trended cost of such plant as shown 
by CP&L 1 s trended cost evidence arrived at by taking the old 
plant. as actually built and applying increases of the 
materials and labor involved in constructing outmoded plant 
based on today's materials and prices. For the above 
reasons, the Commission has considered the fair value of the 
CP&L plant is not represented by the trended cost of the 
existing plant and lies between such trended cost and the 
original cost, as found by the commission in the Findings of 
Fact and con::lusions, as hereinafter set forth, but not. as 
close to trendeoi cost as contended for in the company 
testimony .. 

The evi-ience discloses a program for construction of 
additional q2nerating capacity in the CP&L sys~em of such 
suhstant.ial si'ze that. it. is a fact.or in t.he consideration in 
t.his proceeding under G.S. 62-133 due to its impact upon 
the ne_eds of CP&L to compete in the capital market for funds 
necessary for th~ construction program. GP&T.. has estimated 
its expected growth in demand for electric power to require 
~oubling the plant capacity by 1q16, at triple the cost of 
its present investment. To meet this demand, the company 
has pianned installation of nev generatinq capacity in the 
next seven years, requiring estimated expenditure of 
$1,Q00,000,000 for nev plant from 1q10 through 1976. CP&L 
Tho~pson Exh. 2. The basic generating stations for this nP.v 
plant are already planned, and the initial plants designed 
and proposei vith ten nev generating units scheduled for 
completion hy 1976, vith one or more plants being completed 
each year ':ram 1970 through 1976, :1.nd vith either planning 
or constructton money r~quired for all plants at various 
stages over th~ seven years. construction of the main 
station generating plants requires from three to five years 
for planninq an~ construction. Interruption of the 
construction program at any time would produce delays in 
meeting the estimated electric demand. The company's 
ability to maintain adPquate service to the public is 
deperident unon completion of this construction program as 
planned. 

The construction program vill require tl,200,000,000 of 
nev investment funds from the sale of common stocks, bonds 
and ~referred stock, with a balance of $200,000,000 to be 
derived from int.ernally generated accumulated earninqs and 
depreciation reserves from 1970 to 1976. 

The company contends that investors in utility bonds vill 
not purchase an issue if the earnings of the company do not 
cover the interest requirements of the bonds at least two 
times before income taxes. The times interest coverage 
record of the company has declined from 3.38 times interest 
in 1g69 t.o 2.47 times intetest in 1970, and 1.q9 t.imes 
fore_cast for 1971 un1er present earnings trends. The CP&L 
evidence contends that the interest coverage will be down to 
the minimu!II. times interest in the near future under the 
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present earnings trend, and no further bonds could he sold 
under the mark.et coverage requirements. Under those 
circumstances, the construction program could proceed only 
to the ext.ent of internally generated funils or the sale of 
additional stocL 

The decline in the interest coverage rat-io follows the 
decline in earnings of the company during 1()69 and the first 
three quartct:'s of 1910 following the test pec'iod. This 
recent decline in earnings is based primarily upon increases 
in coal costs and interest expense, as the revenues of the 
company have continued estimated annual growth, based upon 
growth in electric demand. The other increases in expenses 
arise from a V'lriety of increased costs during an 
inflationary period, inclu<\ing increased vage costs, but the 
increased cost· of coal has been the major f~ct.or which has 
causen the dP.cline in net. income. The cost of coal and cost 
of fuel is expressed in cents per million BTU,. and is 
furtbe-r expressed in terms of. cost of burned coal for a 
qiven perio~ for somP. studies as compared vith cost of coal 
deliveren within a given period for other studies, all in 
terms of the deliver.e~ cost to the plants at which the coal 
is burned, inclu1ing transpor.tation. 

During 1q59, t.he sources of electric energv gener-ated by 
CPe',L were as :al lows: 

Steam plants 
Hyd r-o'! 1 ectric 
Other 

CPr.L J\il.nual F: eport 19 69 

The basic price of Coal i\elivered to the aver-age CP&L 
plant from 1q65 tn 1968 vas in the r-ange of 26 .. 84 to 30 .. 03 
cents per million R'T'TT. During 196g,. the price of burned 
fuel was 31.98 cents per million BTU.. By April 1970, t.he 
price of total coal purchased vas 36.63 cents per million 
RTU, and cont. inued to rise until August 1970, the total 
pur-chased coal price was lJR.16 cents pee million B'J'U,, 
including spot coal purchased at 55.73 cents per million 
BTU. The recor:l contains voluminous testimony and exhibits 
relating to the price of coal, but the essential explanation 
for the increase in price was that demand began to exceed 
supplyr and the orice went up. coal operators began 
reducing exploration and opening of new mines vhen nuclear 
fuel became a factor in electric generation beginning in 
1q6R,. anrl in 1969 the export of coal from the eastern region 
through Norfolk was increased substantially to Japan and to 
Western Europe for steel production. In 1970,. the ~ine 
Safety Act vent into effect and substantially increased the 
cost of producing coal, and removed frOm the production 
certain marginal mines vhich could not comply vith the coal 
safety standards. The result vas a shortage of coal, 
accompanied by an increase in demand for export and for 
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increased electric consumption. and the coal producers began 
raisinq prices as the demand increased. 

CP6L has 66~ of its coal supply under long-term contract, 
but the contracts contain escalating clauses for certain 
vage rates and other increases and some of the mines 
producing for such contracts have failed to meet. the 
tiro(l"uction requirements, so that at times only so, of the 
coal requirements were delivered under the contracts. 

There is no dispute as to the actual price CP&L has paid 
for coal. Ther~ has been dispute as to whether CP&L 
exercised qood management practices in not securing coal at 
prices below t.hose paid. There is no evidence that the 
prices paid by CP&L were not market prices for coal then 
being offere1 on the market. The primary dispute is that 
CP&L should have enforced its contracts and should have 
placed mace of its coal requirements under long-term 
contract before the price increases. 

T~e expert witnesses for all parties, including 
protestants, commission Staff, and CP&L have agreed that 
known increases in ihe price of coal should be considered in 
the probable future expenses of CP&L for operation of plant 
under G.s. 62-133(c}. 

The Commission finds as hereinafter set forth that the 
coal nrice in August of '-lf:J. 36 cents per million BT0 (55. 73 
cents per million BTU spot coal price) is not a reasonable 
figure for total fuel cost anticipated in the future. The 
evidence is not convincing that the market will maintain 
this rapi~ly accelerat.ed price. The Commission therefore 
bas adopted thP. price ~or fuel cost of 41.5 cents per 
million BTU as the proper price for use in computing CP&L's 
fnel expense~ The record shows that the Hartsville 

1
nuclear 

station will comP. into service in 1971, with 730,000 K~ 
capacity, and the Sutton plant will be converted t.o bunker 
oil in 1971 at 33 cents to 34 cents per million BTTI for 
foreign oil~ The price of nuclear fuel will thus soon be a 
factor in CP&L's t9tal fuel cost at 2'4 cents per million 
BTU, along with such natural gas as is available on an 
interrupt.ibl~ basis at 34.73 cents per million BTU. The 
operation of the combustion turbines vith 78.84 cents per 
million B'T'U oil will gradually be phased out as the peak 
demand is covered by adequate reserve capacity in the 
nuclear and Coal-fired steam stations. 

INTEREST CR~~G~~ 

Tbe outstanding ·bonds and preferred stock of CP&L have 
interest rat.es varying from 3 1/Bi on $15,000.000 of bonds 
due in 1 979, up to 6 7/8~ on $4 0, 000, 0 00 of bonds due in 
1998, and 9~ on 150,000,000 of bonds sold in 1970. one 
2 7/8% issue of $15,000,000 is due in 1q81. The average 
cost of interest or imbedded interest cost on long-term 
bonds was 4~72't on December 31, 1969, and. 5.73",:in 1970. 
The substantial increase in interest charges for the more 



RATES 85 

recent bond issues vi 11 produce an increase in imhedded cost 
of debt as the vast amounts of nev debt are issued to cover 
the constn1ction progcam, and the old bonds mature and are 
retired and nev debt becomes the total debt in a higher 
range. The interest charges for CP&L during the test 
period, on a total company basis were $14,51'3,350 on 
$309,030,000 of long-term bonds and debentures, plus 
tS,855,400 on $66,767,098 of short-term notes at average 
8. 1,: interest. Cr>&L contends that this com.pares with 
interest chaLql:'!s estimated for ·1970 of !:24,083,.000 and 
est.iwated interest charges in 1971 of $32,103,000 and 1972 
of $42,441,0Q0. The interest charges must ·be covered by the 
times interest earned formula (see prior discussion). The 
rising interest. charges have a severe effect on earnings 
left for equity ownership, as the pmfit to the stockholders 
required under G.S. 62-133(b) (4). 

The various expert vitnesses testifying on rate of return 
and finances of CP&L have expressed differences of opinion 
as to ~ f~ir rate of return on equity to provide a fair 
profit for stockholders under this requirement. The expert 
opinion varies from the opinion of Kallingby of CP&L as 
15. 89J on equity down through Nath an as CPf. L's outside 
economic expert as 1Q.5 - 1.5'1, and. Reis at 13.51; f'llr. Smith 
of the Commission Staff in a range from 11 .. 59 to 12 .. 25J;; Dr. 
Robertson in a range from 11.23 to 12.44%; and Dr. Kosh of 
the Textile '.ianufacturers of 10 .. 751. 

Each of the eKpert.s 1 opinions is supported by studies and 
exhibits as found in the record, based upon CP&L's needs to 
attract capital required in the market and secure funds for 
the construction program on a basis fair to the customers 
and to its e~isting investors. G.S. 62-133(h) (4) .. 

Based upon all of the expert opinions and testimony and 
the exhibits and the record, the Commission· is of the 
opinion and finds, as .will be hereinafter set forth, that a 
fair rate of return on common equity vould be 121 based upon 
the existing economic circumstances and the expectation of 
investors and potential investors upon comparing CP&L 
securities and the quality of such securities with other 
securities that, a.re available on the securities market. 

Based upon t.he entire recol:'d, the Commission makes the 
folloving: 

FINDINGS OF FACT 

1.. That Carolina power & Light Company is duly organized 
as a public utility company under the laws of North 
Carolina, holding a franchise from the Utilities commission 
to furnish electric paver in a major portion of the State of 
North Carolina under rates and service regulated by the 
Utilities commission as provided in chapter 62 of the 
General Statutes. 
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2. CPr.t supplies electric service at retail in 200 
communities, each h=!.vinq an est.imated population of 500 or 
more, and wholesale service is supplied to 24 
municipalities; electric service is furnished to 5ll 1,574 
customerR at December 31, 1969. For the calendar year 1969, 
averagP. revenues per kilowatt hour ~old to residential, 
commercic\l and industrial customers were 1.64 cents, 1.52 
cents and 0.86 cents, respectively. The average annual 
kilowatt hour use per residential customer was 9,027 for the 
calenll.ar vear 195q_ Total North Carolina revenues for · the 
test period amounted to $155,480,867, which represents 
83.12~ of system-wide revenues. 

3. That CP&L has invested in utility plant in service 
for its North Catalina retail customers as of the end of the 
test. period, December .J 1, 1969, electric plant in service of 
an original cost of $512,684,000. 

4. That the portion of said plant which has been 
consume~ by previous use recovered by depreciation expense 
is $105,53A,OOO. 

5. 
sail1 
from 

That CP&L received contributions to construction on 
plant fLom its customers of !i1, 8 B3, 00 O, to be deducted 
CP&L' s investment in plant. 

6.. That the net investment at original cost of CP&L•s 
plant in service under G.S. 62-133(b) (1), being original 
cost less contributions to construction and the portion 
consumed by prP.vious use recovered by depreciation is 
SllOS.,263,00fl. 

7. That a necessary part of said original cost includes 
cash working capital of $10,022,000, based on 45 days of 
operating anli maintenance expense (as a redm::tion from the 2 
months expenses in the company exhibits and the Staff 
report) and materials and supplies of $14,052~000, from 
which t be Co111m.ission deducts Pederal income tax accruals of 
Sq·,375,000, givinq net original cost of net investment and 
vorking capital allowances of $424,962,000. This excludes 
from original cost the construction vork in progress at the 
end of the test perioi! at.trihutahle to North Carolina retail 
service of 1i62, 544, 52B and the plant held for fatilre use of 
sqs,872, which is included in the service plant in the 
Uniform ~ystem of Accounts for electric companies, but vbich 
is excluded hP.re based upon the decision of the Supreme 
Court in the Lee Telephone ComPA.D.I._£,!!.§.!!, 277 NC 255 (supra) 
(1970). 

8. That the 
operating expense 
ail 1 ion BTU. 

cost of fuel to CP&L as a probable future 
under G.S .. 62-133(c) is 41.5 cents per 

9. That CP&L•s revenue under present rates on an 
annualized b~sis for customers served at the end of the test 
period for North Carolina retail service was $133,317,000. 
The reasonahle operating exp~nses of CP&L during the test 
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period, using cost of fuel at QT.5 cents per million BTU, 
are $105.,935,000;- 'l'he operating revenues, as found, 
includes t;q,026, 000 of grovtb. fact.or to inc~ease the actual 
revenues of 1129,2Q1,000 during the test period by the 
amount est.imat.e:1 for the customers added during the year to 
annualize the revenue from customers served at the end of 
thP- test period. 

< 
10. That trenct ing the original cost to current cost 

levels,. less depreciation, under G.S. 62~133(d) (1), gives 
trended cost of .$592,573,011, and under the statute is found 
to be the rel)lacement cost. of the N.C. retail plant in 
service hase1 on this method. 

11. That the commission finds that the fair value of 
CP&t's retail property in North Carolina, consi1ering 
original cost less depreciation and considering replacement 
cost by tren1inq original cost by current cost levels and 
considering the condition of the property and the outmoded 
aesign of some of the older plants, iS $445,610,000. 

12. That the actual investment currently consumed through 
reasonable actual depreciation durinq the test period was 
$13,463,000. 

13. That the net operating income for t?.turn at the end 
of the test period, as adjusted to fuel cost of 41.5 cents 
per million BTU was $27,:182,000, and produced a rate of 
return on the ori!)inal cost of plant in service less 
~epreciation of 6.44i and a rate of return on equity of 
6.q2, and a rate of return on the fair. value of CPf.L's 
property in service of 6.14~, and such rate of return is 
found to be insufficient to provide a fair profit to CP&L 1 s 
stockhol1ers unrler G.S. 62-13l(b) (4) considering changing 
economic coniiti~ns and is insufficient to allov CP&L to 
cot11.pete in the market for capital funds on terms which are 
reasonable and fair to its customers and existing investors. 

14. That the rate of return necessar.v on the fair value 
of CP&L ptQperty, vith sound management, to produce a fair 
pro-fit for its stockholders, considering the economic 
conditions as they exist, to maintain its facilities and 
service in accordance with its obligation to its customers 
and to compete in the market for capita! funds on a 
reasonahle basis to customets and stockholders, is 7.70%, 
which rate of return will produce $15,0RO, 000 of additional 
gross revenue from Nort.h Carolina retail elect.ric service 
and will provide a return on eguity to the common 
stockholders of 12,;, by providing net income for common 
stockbolders of ,(16,380,000 on equity of .$136,502,000, and 
requires an increase of 11.R6' over the rates for all 
metered customers of CP&f, in effect prior to the Application 
of the interim rat.es allowed in· this proceeding, and an 
increase of , 1.,66% in the total rates in effect at said 
time, and beinq 84.66% of the rate increase applied for in 
the Application. 
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15. That the minimum bill inct:ease to !2.00 a month and 
the elimination of Schedule R-1C are just and reasonable, 
for the reasons hereinafter set forth. 

CONCLUSIONS 

The- Application of CPSL in this proceeding seeks an 
increase under the oroposed rates to produce- $17,A10,567 of 
a~ditional revenue from its customers on metered rates at 
the end of the test period on an annualize~ basis. Base~ 
upon the Findings of. "Fact above, the commission finits and 
concludes th~t the total a·mount applied for is not support.ed 
by the record and vould producP. a return greater than that 
found t.o be just and reasonable. The follovJng Tables, 
ba·sed upon the findings of Fact, show the calculations for 
the $15,080,000 additional revenue found to be reasonable 
from t.he records in this proceeding: 

I. CAROLINA PORER & LIGHT CO. - N. C. RETA.IL OPERATIONS 
NET OP~Rl\TING INCOME AND NRT INCOME DERIVATIONS 

Fon 'T'EST !?EPIOD - YEAP END DECEMBER 31, 196q 
($000 's) 

llfil!! 
Gross Opera t.i ng Revenues 
Add: Revenues from annual­
izing usage of year end 
customers (al 
A~justed Gross Operating 
Revenues 

Operating Exoenses: 
Coal costs used -!'I/BTU 
Fuel for Generation 
Purcbaserl Power 
J,l'ages, Benefits & /'laterials 
Total Operation & 
r!aintenance Exo. 

Depreciation 
Taxes other than Income 
Tncome Taxes-State 
Income Taxes-Fe1eral 
Investment Tax credit 
{Not:m"ali?.:ed) 
Investment Tax Credit 
(Amortized) 
Income Taxes Deferred in prior 
yrs. 

Deferred Income Taxes 
Total Operations Expenses 

Net Operating Income 
Por Return 

£~~~!!.t IIH;It!!§$ At Al!!!:rO,!~_g 
RA!~§ .Urn.tQ.!~~ !i~!~§ 

$129,291 $ $ 

_ _!LQl§ 

$133,317 $15,080 $148.397 

41.5¢ 41.5¢ 
$ 43,136 $ 43,136 

ll,22] 4,223 
__ 25LZ38 -----~738 --

$ 73,097 $ 73,097 
$ 13,463 $ $ 13,463 

12,969 905 13,874 
730 850 1,580 

ll, 919 6,395 11,314 

778 778 

(1,111) (1,111) 

(4 74) (474) 
__ J ... ~2~ 1L~~-
$105,935 $ e, 1so $114,085 

$27,382 $ 6,930 $ 34,312 
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Net other Income 
Income available for fixed 
charges 
Fixed Charges: 
Interest on long term debt 
Interest on short term debt 
Net Premium-Dis. on long 
term debt 
Less: Interest charged 
construction 

Total Pixed Charges 
Net Income Before Preferred 
Dividends 
Preferred Di via.ends 

Net. Income for Common 
StockholrJers 

Com ■ on Stockholders Equity 
Rate of Feturn on Common 

_Stockholders Equity 

$ (75q) $ (75q) 

26,628 33,558 

12.,958 12,958 
3,772 3,772 

12 12 

(J,oqs1 o,oqaJ 
13,694 13,694 

12,934 19.,864 
3,484 3 ,lJ84 

s 9,q5O $ 6,930 s 16,100 
=========================== 
$136,502 

6.ni 

$136,502 

12.OO~ 
======== 

(a) $!&,026 Additional 
witness Olson method of 
has relater1 fuel cost., 
in opera tin q expenses. 

revenues based on Intervenor's 
calculating growth factor which 
taxes and other expenses reflected 



·II. - lf :,;~ :I RETAIL OEB~ATIORS f!.!Q!il! -POWER & LIGHT CO. 
REASOR!ELE CAPITAL STRUCTOBB ABD EftBEDDEQ COST 

~apit.!!! 

Long Term Debt. 

Preferred Stock 

Co11.aon Equity: 
common stock & 

Earned Surplus 
sub Total 

Accu ■ulat.ed Depr. 
(Income Taxes): 

From Accelerated 
amortization 

From tiberalized 
depr. 

Totai 
Capitalization 

A•ou.n! 

1226, I 42 

SQ, 283 

136,502 
416,927 

6,789 

7,522 

$43 I, 238 
A 

($000's) 

Embedded 
cost and 

Total ' Return ' 52. 45 5. 73 

12. 59 6.42 

31.65 12.00 

1- 57 D 

I. 74 0 

I DD. 00 
B 

A-Based on Weighted average projected capital structure 
for period 1970-1972 as projected by CP&L witness 
Thompson Exhibit No. 3 

B-tonq ter• Debt and PreferrEd stock B■bedded Cost as 
of 10-31-10. 

Annaal Interest 
OTer-Al.l and Bet.urn 

cost Rate '- RequJre■ent 

3.00 $ 12,958 

• 81 3,QB«J 

3.80 I 6,380 

D 0 

0 0 

7.61 

"' 0 

"' "' "' il 
"' H ,, 
i:l ... 
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CAROLINA POWER & LIGHT CO. - N.C. RETAIL OPERATIONS 
RATRS OP RETURN ON NET INVESTffENT - YEAR END 196g 

($000 •s) 

ORIGTNAL_COST PAIR VALUE 
Present Approved Present Approved 
_ BA!~- __ Tiates _ _l!at~a- _.B.a!g2_ 

Electric Plant 
in Service $512,6811 $512,684 $ $ 
Less: Reserve for 

Depr. (105,538) (105,538) 
contributions in 
aid of const,ruc-
tion $ (1,883) $ (1,883) 

!<et Investment. in 
Plant $405,263 $405,263 

Working Capital 
Allowance: 
45 Days ~xpense-
Cash Allow. 1 o, 022 10,022 
Pia teria ls and 
Supplies $ 14,052 $ 14,052 

Less: Federal 
Income Tax 
Accruals $ (4, 3751 $ (5,441) 

Net. Vorkinq capital 
Allow. $ 1g,6g9 $ 18,6]3 

Tot.al Ne.t Invest-
111.ent and w/c 
allowance $424,962 $42 J, 89 6 $445,610 $11115,610 

Net Opera ti nq In-
come For Return $ 27,382 s 31l, 312 $ 27, 382 $ 34,312 

Bates of Return on 
Net Investment 6.44~ a.og, 6.1U 1.10, 
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1. The Commission concludes that 84.661 
applied for in the proposed rate increase is 
provide a fair I:'ate of return to CP&L on the 
its property .. 

of the amount 
necessary to 
fair value of 

2. The rates proposed hy CP&t. are fauna to be 
unreasonable a ml unjust to the e-rtent that they produce any 
increases in annualized revenue on the metered customers at 
the end of the test period in excess of $15,080,090. 

3. CP&L has begun cost of service studies to measure the 
differentials in cost and other factors affecting th~ 
classification of rates by end use of electricity, but such 
studies require tvo years to complete and are reserved for 
future investigation and review after they are completed and 
filed with the commission, pursuant to order entereQ herein 
on October 2, 1970. 

u. The commission concludes from all of the evidence and 
all of tbe testimony and the en tire record herein that the 
earnings of CP&L, as adjusted to the 41.5 cents per million 
BTU cost of fuel, and as actually experienced in 1970 under 
said cost, have been reduced by increases in the cost of 
coal ana by increases in interest ezpense and vage costs and 
other exoenses to such an extent that its ability to sell 
additional bonds and common and preferred stock sufficient 
to finance necessary construction of additional Plant are 
placed in jeopardy under the present rates. 

S. The ability of CP&L to provide adequate service in 
its service area and to construct needed plant to meet the 
increased demand for e'.lectric current and the lav requires 
that its earnings be maintained at a level so as to attract 
the capital necessary for such program. The increased cost 
of coal and the increased interest costs are amply shovn in 
the recora. 

6. The reasonable capital ratio of common stock to debt 
capital for the present economic conditions for CP&L is 
52.U5% debt, 12. sq, preferred stock, and 31.65~ common 
stock, vith the hal~nce of 3.JJ from deferred income taxes. 

'.iODIFTED RA.TE IRCRE!lSE 

The evidence before the commission, and the Pindinqs and 
conclusions of the commission as hereinabove set forth, find 
that CPr.L has not carried the burden of proving that the 
entire rate increases proposed are iust and reasonable, and 
that only a part of the rate increases proposed have been 
supported by the evidence of record. The commission finds, 
as bereinah~ve set ·forth in its Findings and Conclusions, 
that CP&t has proved that only 84.66,: of the total increase 
a~plied for is iust and reasonable under the North Carolina 
rate-makinq formula. CP&L having thus failed to sustain the 
reasonableness of the entire increase proposed, the 
commission concludes that the increase required to provide a 
fair rate of return on the fair value of CP&L property as 
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fonna above should he derived from a flat rate across the 
board percentage increase on all metered customers, plus the 
increase on the minimum bill from $1.30 a month to $2.00 a 
month. and the elimination of schedule H-1C. The Commission 
finds and concludes from the evidence of record tnat the 
present min~mum bill of $1.30 a month is insufficient to 
cover the cost of service involved, and the increase to 
$2.00 a month is 1ust and reasonable. The commission 
further finds anrl concludes that said present Schedule R-1C 
is unreasonahle and discriminatory as a rate available only 
to existing customers, and should be eliminated. 

The Commission therefore concludes that the revenue needs 
approven in this proceeding shall be secured by a flat 
percentage increase on all CP&L's metered rates sufficient 
to provide the .$15,080,000 increase required to provide a 
fair rate of return on the fair value of CPEL property as 
found by the Commission in this proceeding, and the rate 
increase as applied to CP&L will result in a flat rate 
increase of 11.86~ on all of CP&L 1 s metered rate schedules. 
This increa~e includes the interim rate increase heretofore 
approved hy the commission by Order of June Jo, l970, and 
upon placinq the 11.86~ flat rate increase into effect on 
billings on i::"ehruarv 1, 1971,, as hereinafter provided, the 
interim rate increase approved on June 30, 1970, shall be 
cancelled and terminated, and the sole rate increases 
rema1n1nq in effect shall be the 11.86% increase on all 
metered rates in effect prior to the filing of the 
ipplicat.ion on April 22, 1970, the increase in the minimum 
bill and the elimination of Schedule R-1c. 

IT IS, 't'REREFORF., ORDERED AS FOLLOWS: 

1. '!'hat effective with all service rendered on and after 
February 1, 1971, the applicant Carolina Power & tight 
Company is authorized and permitted to put into effect 
increased rates and charges across the board by a flat rate 
increase on all metered customers of the company in the 
amount of 11.86,; on all metered rates of the company, 
including all components of each rate schedule so that the 
total monthly bill to each ~etered customer will be 
increased by the same uniform 11.861 increase, and to 
increase the minimum charge to $2.00 per month, as filed, 
and eliminate Schedule R-1C. The billings at said 11. 861: 
increase<1 rates, and the refunds for all amounts collected 
in excess thereof as hereinafter provided, shall commence at 
the earliest feasible time for correcting the billing 
procedures of the company after receipt of this Order. such 
increase in rate schedules shall produce no more thail. total 
annualized additional revenue as of the end of the test 
period of $15,080,000, being 84.66~ of the increased revenue 
sought under the proposed rates of $17,,81 0,567, and amended 
schedule of rates and charges shall be filed with the 
Commission no later than seven (7) days after the receipt of 
this Order, reflecting such 11.86~ increase. The interim 
rate incre'lse averaging approximately 4% on metered 
customers is hereby cancelled effective vi th the application 
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of· the 11. 86'< increase on service rendered after February 1, 
1971. 

2. Carolina PoveC" & tight company shall make a refund to 
any of it.s retail metered customers billed for electricity 
sold since February 1, 1q11, at a rate in e1:cess of the 
11. 861 increase approved herein, said refund to be the 
difference between said approved rate and the approximately 
11J.'J rate increase placed into effect by the company under 
Undertaking for refund filed pursuant to G.S. 52-135, 
effective on electricit.v solcl on and after February 1, 1971, 
vitb interest at 6%, and report all said refunds to the 
Commission. 

3. The rate~ prescribed in this order shall remain in 
effect for no longer than the time required to complete 
Carolina Pover r, Light -company's cost of service studies as 
prescrihed· in t.his proceeding and until investigation and 
order of the commission determining the effect of said 
studies··on the rates of CP&L as a factor affecting the 
reasonableness of said rates after notice and hearing on the 
results of such cost of service studies ... 

This the 26th day of February, 1971. 

(SEH) 

NORTH CAROLINA CTTILITIES CO88ISSION 
Katherine M. Peele, Chief Clerk 
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Par the Commission Staff: 

P.dvard B. Hipp, commission Attorney 
William E. Anderson, Asst. Commission Attorney 
217 Ruffin Building 
Raleigh, North Carolina 

BY THE CO~MISSION: This proceeding vas instituted on 
April 24, 1970, vith the filing by Duke Paver company 
(hereinafter calle~ "Duke") of an Application for authority 
to adjust anr1 increase its electric rates and charges for 
retail. customers in North Carolina, the AP,plication being in 
tvo parts. In Part I, Duke applied ·_for authority to 
incn~ase its various retail electric rate schedules in such 
a manner to increase the revenue of the company in an amount 
of appLoximately 18~. The increases vere based on 
allegations of general revenue needs, but were distributed 
among classes of customers in part upon the basis of a flat 
12,: incre~se in all schedules and in part upon a common 
factor for the increased cost of fuel in each schedule. In 
Part II, Duke applied for an emergency interim increase in 
said rates, using the same rate formula to produce a revenue 
increase to the company of approximately 4.2i, pending final 
hearing and determinat.ion of the Appl.ication under Part I. 
The approximate 4.2! interim increase in Part II is included 
in and is a part of the total increase applied for of 
approximately 18~ in oart I of the Application. 

The approximate 18% applied for would 
ai,proxima tely $3 7, '225,000 in additional Korth 
retail gross revenues, and the appro~imate 4.21 
emergency increase would produce SS,900,000 of 
gross revenue. 

produce 
Carolina 

of interim 
additional 

By Order entered on May 7, 1970, the commission suspended 
the rate increases and set them for investigation and 
hearing and required that notice of hearing be published in 
newspapers of general circulation in the Duke service area. 

Petitions to intervene vere filed in protest to the rate 
increases and Orders duly entered allowing intervention of 
North Carolina Textile Ptanufacturers Association, North 
Carolina Mining Association, the :ity of Durham, North 
Carolina Oil Jobbers Association, city of statesYille, 
P.lectricities of North Carolina, International Ptinerals and 
Chemicals corporation, and Houston v. Blair, a residential 
customer in ~urham. The Attorney Gerieral intervened as of 
right on behalf of the using and consuming public pursuant 
to G.S. 62-20. 

Part II of t~e Application relating to interim emergency 
relief vas beard before the commission on P!ay 19, 1970, in 
public heat'i ng with testimony offered by Duke and 
participation by the intervenors in the case at the time of 
said hearing. By Order entered P!ay 26, 1970, the commission 
approved the interim emergency increase, as filed, to 
produce approximately 4.2~ increase on an annual basis, 
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computed on rate schedules as filed therein 
hereinafter mo·re fully described. 

and 
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as 

On l'lay ?.<J, 1970, the Attorney General filed Notice of 
Appeal from the Order of the Commission of Hay 26, 1970, 
allowing the interim emergency rate increase and notion and 
Petition for issuance of irit of supersedeas and Stay of 
Execution in the North Carolina Court of Appeals. 

The North Carolina Coutt of ~ppeals entered Judgment on 
June 29, 1q71}" dismissing the appeal of the Attorney General 
from the interim order of the Commission. 

Various procedural l"lotions and Orders Vet"e filed in the 
proceeding, including continuances of date of hearing from 
time to t.ime, an order approving exchange of information on 
August 18, 1970, an Order for report on cost of service 
studies entered September 28, 1970, and Order on final pre­
trial conference entered on October 15, 1970. Testimony and 
exhibits of the applicant Duke vere duly filed 30 days in 
advance of the hearing, and testimony of the expert 
witnesses of the protestants and Staff reports vere duly 
filed 10 i1ays in advance of the public hearing. 

Public hearings were held in the :ommission Hearing F.oom, 
Raleigh, North Carolina, beginning on October 20, 1970, and 
extending through 12 hearing days, ending on November 3, 
1f:170, with counsel for all parties appearing and 
participating as sbOwn above. 

The applicant offered testimony and exhibits of its 
vitnesses, Williams. Lee, Chief Engineer of Duke; Fabert B. 
Frazier, treasurer of nuke; John B. Gillett, outside 
engineering cost expert, testifying to trended plant costs; 
iilliafll 'r.. Rohertson, Director of fuel purchasing for Mill 
Power Supply Comoanv, subsidiary of Duke; Dr. Walter A. 
~orton, professor of economics, University of Risconsin, 
outside expert on economic matters, testifyirig as to rate of 
retnrn; Robert Aurke, outside witness from Moody's Fin.ancial 
services, testifyinq as to acceptance of Duke securities in 
the financi~l markets; Daniel v. Gardiner, outside witness 
from Clark nodge 6 company, securities Analyst, testifying 
as to t.he position of Duke's securities .in the financial 
markets; Alvord D. Stearns, Manufacturers Hanover 'l'rust 
company, New York, expert, in public utility securities 
analysis, tP.stifvinq as to the securities and security 
requirements Of Duke's securities; Glen A. Coan, Vice 
President of Duke in charge of rates, testifying as to the 
rate structure and rate requirements of the proposed 
increase; c. E. Poovey, Director of Forecast & Budget 
Division for Duke, testifying as to the forecast and budget 
reouirement.s of nuke; Villiam ff. Grigg, Vice President of 
Duke for Finance, testifying as to the financing of Duke's 
construction program by sale of stocks and bonds; and 
William P. !'!cGuire, t>resident of Duke, testifying as t.o the 
coal purchases cf nuke and the construction program and 
financial requirements of Duke. 
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'The Textile intervenors offered the testimony and exhibits 
of Thomas Ingram, Executive Vice President, Textile 
ftanufacturers Association, in protest to the increase in 
rates to textile mills; Jack c. Childers, President, 
F!rlinger t'!ills, Lexington, test.ifying to the effect of the 
increase on his company; Leonard ftoretz, President, Carolina 
Rills, testifying to the effect of the increase on his mill; 
w. c. Gay, Assistant Treasurer of ..J. P. Stevens Company, 
Greensboro, testifying as to the effect of the increase on 
his company; Louis s. K-orris, President of cone &ills of 
Greensboro, testifying to the effect of the increase on his 
company; w. A. Stevens, Manager of costs, Cannon Bills, 
Kannapolis,, testifying'to the effect of the increase on his 
company; Rob?.rt 'if .• Twitty, President of 11arion ~anufacturing 
Association, testifying as to the effect of the increase on 
his company: and the testimony of Dr. Dav id Pt. Kosh, 
Washington, o. c., expert in utility economics and rate­
making, testifying as to rate of return of Duke and its 
accounting practices and related issues. 

The Utilities commission staff offered the testiaony of 
Dr. Boss~- Robertson, Professor of Economics of Indiana 
University, relating to the rate of ret11rn of nuke; Jesse 
Kent, Staff ~ccountant, testifying as to the Commission 
Staff audit of nuke's books and the audit report and 
exhibits contained therein; Robert K. Koger, Chief Engirieer 
of tbe Commission Staff, testifying as expert witness on the 
allocations of plant e1:penses and revenue between North 
Carolina vholesale and North Carolina retail customers; 
Joseph W. Smith, Chief of Economics and Planning, testifying 
as to the rate of return on equity and· financial position of 
utility securities. 

The ittorney General offered testimony of Dr. Charles E. 
Olson, Professor of Economics, University of Maryland, 
expert witness testifying as to Duke 1 s accounting practices, 
rate of return of Duke, and effect of Duke's rates on its 
return and on its securities; Alexan1er E. Wiskup, expert on 
accounting and economics, testifying as to the methods of 
accounting and computation and return and net income of 
Duke; and Har.vey J. Alexander, expert in evaluation of 
plant, testifying as to the methods of evaluating fair value 
of Duke's plant and trended cost of Duke's plant. 

The protestant Houston v. Blair testified on his ovn 
behalf as a customer of Duke, objecting to certain 
promotional practices of Duke and the impact of the rate 
increase upon him as a residential customer. 

The applicant and the protestants and the Commission Staff 
all 'offered extensivP. t.estimony and exhibits and opinions of 
expert v.i tnesses relating to the accm1n ting treatment and 
rate-making effect of the intercorporate transactions of 
Duke with its subsidiaries, crescent Land & Timber 
Corporation, /iil l Paver Supply Company, and its contracts 
witb Erwin Industries for the development of a real estate 
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development in South Carolina and a real estate development 
in Durham County. 

At the close of all of the evidence, the protestant, 
'T'extile t1anufacturers, entered !1otions of record to dismiss 
the Application, to disallow the expenses Of Duke's 
qdvertising orogram to disallow payments to l'lil.l Power 
Supply for coal purchase expenses, and to require Duke to 
divest itself of ownership of Crescent Land & Timber 
Corporation, and to make certain accounting adjustments vith 
respect to this Subsidiary. Certain other protestants 
ioined in t.he Motion as appears in the record. The 
Commission denied the Motion to Dismiss and took the other 
"otions under advisement. 

Also at the close of the hearing, the Attorney General 
moved to strike the references to growth factor of 1. 615 
used by Duke and the Staff¥ to disallov the 1/6 cash vorking 
capital, to compute deferred tax credit at zero cost, to 
strilce the refet:'ences to construction vork in progress and 
interest on work in progress, to take judicial notice of the 
uniform partnership act, and t.o take notice of G.S .. 62-22 
authorizing ~nd directing coordination between the State 
Board of A.ssessment and the Utilities Commission .. Certain 
of th€ other protestants joined in said l'totions as shown by 
the record. The Commission took the respective Motions 
under advisement. 

The parties requested and were granted leave to file 
briefs 30 days after mailing of the transcript. An 
extension of time to file briefs vaS further allowed to 
December 14, 1970, and all briefs were filed and received by 
the Commission on or before December 14, 1970. 

DIGEST OF TESTI~ONY 

The rate schedules of Duke in effect upon the filing of 
this Application vere established in 1966. The last general 
rate increase of Duke vas heard by the Commission in Docket 
No. E-7, Suh 6, decided by Order of A.pril 16, 1952, 
published in Volume 1951-52 H.c.u.c. 1162 (Exceptions 
o•erruleit, 1q 52-53 N. c .. u. c. 883) • The published opinion 
sets forth the rates thus fixed beginning at 1952-53 
N.c .. n .. c .. , p. 11RO .. Duke subsequently f~led six limited 
decreases in specific rate schedules up to and including the 
changes encompassed in the rates as in effect in 1966, which 
remained in effect in North Carolina up to the time of the 
interim increase in this proceeding. -

Based on the test year chosen, both the Company and the 
Commission's Staff made separations of Duke •s operations 
bet.ween the North and South Carolina jurisdictions and

1 separations between Duke's sales to municipals, co, 
operatives, and small private utilities (the so-calle~ 
"wholesale" operations) in North Carolina and its other 
customers (called "ret.ail11 operations) in North Carolina. 
Hone of these separations and allocations methods are 
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such items as revenues, plant specifically located and 
serving only customeris in one state or -- serving only 
11vholesale 11 customers, and/or expenses associated vith 
providing service in one state or to wholesale customers can 
be specifically assig'ned to a jurisC:,iction ,for the purpose 
of eliminatinq all revenues, plant and expenses net properly 
includable in the North Carolina retail operations of Duke 
over which this Commission has iurisdiction. Rovever, 
because of Duke's necessarily large investment in 
t.ransndssion and production plant capacity which jointly 
serves the company's entire system by means of a network of 
high voltage transmission lines, a maj'ority of its plant 
investment and associated production and related plant 
expense must be apportioned on the basis of various 
allocation factors. Both the Staff and the company 
proceeded by first classifying the primary plant and expense 
accounts to Oemand, ...... Energy, and customer rehted categories. 
In developinq allocation fa2tors for these three categories, 
the staff and the company differed regarding the most 
appropriate method for arriving at demand related allocation 
factors. since the size of the require~ production and 
transmission plant is dictated to a very large degree by the 
demand upon the system. the demand related factor is by far 
the most significant in arriving at the amount of joint 
plant to be assigned to each jurisdiction. 

The staff followed ~he "!verage and Excess" procedure 
vhile the company used the "Haxirnum Non-coincident" method 
for developing demand related allocation factors. The 
Staff, using its allocation methods together vith various 
standard accounting a~justments, arrived at an original cost 
investment in plant devoted to North Carolina retail 
operations of $900,572,000. The company arrived at a figure 
(sut:stantially similar to the Staff's figure) of 
!9~5,702,000. 

The total Company operations of Dllke in North and South 
Carolina, both wholesale and retail, for the test period 
calendar year 1969, before adjustments, show gross operating 
revenues of !;342,241,641, operating expenses of 
$266,050,510, with net operating income of $76,191,131. The 
total investment in electric plant and service was 
J:1.424,020,081, and after deducting accumulated depreciation 
and contribntions in aid of construction and other standard 
adjustments, left. net investment in electric plant of 
$1,277,397,828. After various stand·ard _ad iustments for 
working capital, construction work in progr~ss (no longer 
Lecognized in North Carolina and hereafter deleted fLom 
North Carolina retail rate computations, see Lee Te!ephon~ 
cas£, l2Q~!J and interest during I construction, the 
Commission Staff audit report discloses a total company 
system-vide rate of return under normal utility accounting 
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practices of 6.94~ on net investment, plus working capital. 
Sta ff Kent Exhibit No. 1, Schedule 1, Col. 1. 

The correspondin')' data for total North Carolina 
operations, incl 11di ng wholes ale and retai 1,. vhich account 
for 10,: of Duke's system revenues, after certain 
adjustments, shows operating revenues $2fl1 ,537.,000, 
operating expenses $1Rq,6J9,~00, net operating income 
$51,sq1,ooo, electric plant 1.n serTice $939,951,000, 
adjusted for denreciation and construction work in progress 
vith net investment in plant $99q,311,ooo, adjusted to 
include working capital for total plant of $936,312,000, and 
with rate of return 6.77'f... Staff Kent Ex:hibit No. 1, 
Schedule 1, Col. 6.. Jrhen further adjusted to delete 
construction work in progress and construction interest (in 
accordance with Utilities ~i§~i2n ~ng L~ ~~phone 
Company y. ftODJ~ll, AttO.t.n.fil: Gen~!!, 277 NC 255, decided 
November 18, 1970), the result is a net investment in plant 
at original cost of .$723, 180,000, and rate of return on net 
investment in plant in service of 7.291. 

The North Carolina retail operations of Duke, vhich are 
the only services involved in this Docket, are computed by 
elimination of wholesale business of Duke in North Carolina 
(regulated by the Federal Paver Commission) by deduction of 
vholesale revenues and allocated vb.olesale expenses, 
produces the following operating data on Duke's North 
Carolina retail ~operations during calendar year 1969 test 
period, at. the rates then in effect; operating revenues, 
.$216,696,000, plus growth factor of S6.,689,000 (froa Dr. 
Olson's Erh. 1, Schedule 5) for adjusted revenues of 
$'223,385,000; total operating expenses of S176,755.,000 based 
on 40 cents per million BTO cost of fuel; net operating 
income $46,630,000 (omitting interest during construction,, 
original cost of plant in service allocated to Horth 
Carolina retail service $900.,572,000, not including 
$185.,822,000 of construction vork in progress, less reserTe 
for depreciation of $282,021.,000, and allowance. for vorlcing 
capital of t36,862,000, for net plant $651.,756.,000., vith 
rate of return after certain accounting adjustments as shovn 
in the recoci of 7.151 on net investment in utility plant in 
service. (See Table herein, rates of return., post). If 
cost of fuel is priced at 35.2 cents per million BTU and the 
Staff grovth rate of' 1.6151 is used., the corresponding rate 
of return on this net plant is 7.501. 

The rate increases, as filed in the Application, vould 
produce addition~! revenue on North Carolina retail business 
of $37,225,000 for the test period. The addition of this 
reTenue under the proposed rates voo.1d result in a net 
operating income based on 35.2 cents per million BTO fuel 
cost and the 1.6151 grovth factor and omitting interest 
charge to construction, of S66,1qa,ooo, and a rate of return 
on net inTestment adjusted, o■itting construction work in 
progress., of 10.13,:; on net investment in plant in secYice, 
of S652.,817,000 at the end of the test period. 
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The above operating statistics include many adjustments 
recognized in utility rate-making as hereinafter discussed 
and as furtbec- revealed in the testimony of the various 
e%pert witnesses and the exhibits offered into evidence at 
the public hearing. The figures used are principally the 
result of the Commission Staff audit, adjusted to remove 
construction work in progress and interest charged to 
construction pursuant to the ~ ~~a~, supra, vith the 
addition of an increased growth factor as proposed by the 
Attorney G;eneral witnesses viskup and Olson, with other 
adjustments as hereinafter further described. There iS no 
substantial disagreement betveen any of the parties as to 
the actual revenues of ·Duke, the actual system ei:penses of 
Dake, or the actual system inv,estment in plant of Dulce 
during the test period, and only" minor differences as to the 
allocated expenses and plant investment in North Carolina 
retail service. These basic figures are not controverted by 
any evidence of record. The commission Staff conducted an 
audit of the coml)any 1 s books and confirmed the actual 
figures, as described. The ei:pert witnesses of the Attorney 
General for the consuming public and the textile 
manufacturers had access under appropriate Orders and 
understandings to such books as they made known a desire to 
eza mine, a rid the. actual revenues, expenditures and net 
investment are not in material dispute. 

The various differences in the conclusions of the expert 
vitneSses of Duke, the com.mission Sta ff, the textile 
manufacturers, and the ~ttorney General result entirely from 
differences in accounting adjustments and economic 
~djus!m7nts to the actual figures, pursuant to differences 
in opinions as to standard allocation methods, utility rate­
making practices and recognized utility accounting practices 
and standard allocation methods to arrive at North Carolina 
retail service. The record presents differences of opinion 
as to the proformed operating statistics of Duke after such 
adjustments to the actUal account~ng data designed to 
establish a standard test year of operations for rate-making 
purposes. Adjustments, projected by the witnesses, include 
adjustments to bring forward knovn increases in revenues and 
expenses subsequent to the test period for "probable future 
revenues and expenses" under G.S. 62-133(c), including 
adjustments to fuel costs arising from increased costs of 
coal, adjustments in vages from increased vage contracts, 
and accounting adjustments for deferred tams, amortization 
of taxes, grovth factor of revenue to the end of the test"­
period, ·tat effect of additional bond interest, amortization 
of land profit, plant held for future use, contributions to 
construction, deferred taz credit, cash working capi~al, 
materials and supplies, Federal tax accruals, fuel 
inventory, and certain adjustments to the capital account 
arising from transactions of Duke with its subsidiaries, 
crescent Land and Timber Corporation and ~ill Paver Supply 
co■ pany. 

All of the various adjustments by the various ei:pert 
witnesses are amp1y set forth in the testi·mony and ezhibits 
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of the witnesses as shown in the record herein, and all haTe 
been thoroughly considered by the Co1111ission in arriYing at 
its Findings of Pact and conclusions of Lav therefrom, as 
hereinafter set forth. 

There are, however, some areas of e:rpense vhich are in 
neei! of further comment. Duke •s depreciation expense is 
so■ evbat high in our judgment. There is a need for Duke to 
engage in deoreciation studies from which the Commission may 
later conclude the reasonableness of the depreciation 
e~penses being used by Duke. 

Certain adiustmP.nts were made by the Commission I s 
Accounting Staff relatinq to political and ci vie 
contributions and functions. ~ review of Duke's annual 
reports on file vith the commission indicates that Dake has 
heen speni'linq on an annual basis su11.s substantially larger 
than those selected by the Commission's Staff and used as 
the basis for its adjustment. It appears that very large 
amounts of money are being spent by Duke on obviously civic 
and charitable causes which have no relation to its 
operations as a public utility and to the furnishing of 
electric service at either retail or wholesale. The 
Commission takes iudicial notice of these circumstances and 
advises that all such expenditures should in the future be 
considered in the light of vhether they are ru:.~~§.§.~~I 
expenses. 

There is another area of expense which, vbile not dealt 
vitb as a separate item of expense in this record so as to 
enable the Commission to isolate it, affects the public 
interest sufficiently for the Commission to take note of its 
existence and comment on its reasonableness. It is apparent 
from the record that Duke bas engaged in considerable 
pro111otional advertising in the pasl:, particularly relating 
to the exclusive use of electricity for residential energy 
needs. It appears that Duke is not only encouragin~ by 
promotional advertisinq the construction of new all-electric 
homes but is also encouraging the conversion of existing 
residential heating f~cilities to electrical. Considering 
these times of unprecedentedly hiqh fuel costs together vith 
the lack of any aefinitive studies by Duke of the effect of 
this increased cost on the over-all cost of providing 
service to all-electric customers (vhicb studies are to be 
made for th.e ~urpose of ascertaining vhether the all­
electric ratP:s are remunerative) and also considering that 
11.any of these all-electric customers install air 
conditioninq equipment vhich contribute to the peak load 
problem of insufficient reserves anticipated by Duke over 
the next fev years, it does not appear that it is reasonable 
for Duke to continue to engage in such pcomotional 
advertising 'lCtivities and that-expenses for such activities 
are not to be considered reasonable. The Commission, 
therefore, advises that for the foceseeable future 
promotional adv~rtisinq expenses should be kept at an 
absolute minimum. 
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Tbe commission takes note that the expenses for rate cases 
should be properly amortized and not charged during any one 
fiscal year, and therefore directs that these expenses shall 
be amortized over a period of five years. 

The Commission is advertent to the need'for continued and 
expanded research and deve1opment in the electric utility 
industry and to the need for those in the industry to be 
sharply aware of the environmental problems associated. with 
the produ::tion, transmission and distribution of 
electricity. While the commission e3.nnot from this record 
find any precise level of necessary or reasonable 
e:rpencliture on the part o_f Duke in either of these areas, 
the commission is nonetheless convinced from this record and 
from its official files and records upon vhicb it may rely 
that the company should be encouraged to expand expenditures 
for research and devP.lopment and that it should carry on a 
continued program of inquiry and investigation into the 
means by which its activities may be carried on in a manner 
com~atible to the public's broad interest in the protection 
and improvement of the environment. 

FJ.IR ~lllll!!~ 

G.S.. 62-133 (b) (1) provides that the commission shall 
ascertain the fair value of the plant in service of·Duke at 
the end of the test period, considering original cost, 
replacement cost, which may be based upon trended cost, and 
such other factors as the Commission deems available. 

F clloving the det.ermination of the fair value of Duke• s 
plant and service, G.S .. 62-133 provides that the commission 
shall fix a rate of return vhich shall provide a reasonable 
profit to Duke's stockholders "£Q.U2id~ing ~~n!li!!.9 ~~Q!l2~i£ 
.¥2D.iliirum and 2thu litlQ.r.§ S1ii !h~I th~n ~Xi.:it, .t..Q .m!!!ntai.n 
fu facifili~~ ~nd sm;:~icg in ~o~S~ng~ !ith !hg ™sonable 
tt,gjl.it:~m~t:i: Q[ i.t.§ £~§llmg~~ in thg t~IIit9IY QQ!gifil llI 
iU illll£hi~, 11!!!1 t.!l _go111pe~ in th~ g~,tlsgt f.Q.!;'. ~~l!ilil 
f!ln~ 2.Il m~ms vhich are reasonable ~nS vhich are f~i!: tg 
Ile ™tom~~§ !!!H! 1Q. existing in!~§!.Q!§•" G.S. 62-
133 lhJ (~). 

In considering the first factor prescribed by the statute 
in determining fair value, i.e., original cost, less 
depreciation, the original cost of Duke's investment in 
plant is not disputed. There is no substantial dispute as 
to the rehil allocations made by the Commission Staff 
engineers for that portion of the plant devoted to North 
Carolina retail service, so that the original cost plant in 
service, as computed by the Staff as $900,572,000, is not 
disputed by the intervenors, and is substantially in harmony 
vith the allocations made by Duke to North Carolina retail 
plant of sgos, 702,000.. The depreciation allowance, as 
described in G.s. 62-133 (b} (1}, of "that portion of the cost 
which has been consumed by previous use recovered by 
depceciation expense" was audited by the commission Staff 
and the depreciation rates found not to require any 
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adjustments {See Staff ~ent Exb. 1, p. 9) and is allocated 
to Rorth Carolina retail in the amount of $282,021,000, and 
after standard adjustments for the test period, resulted in 
net original cost of plant in ser•ice of $655,556,000. 

Doke offered expert testimony and exhibits of the 
replacement costs of the property as "determined by trending 
such reasonable depreciated costs to current cost levels, or 
by any other reasonable methods" based on use of Handy­
Vhit11an Trended costs Index, producing a trended cost index 
factor for the total Duke plant of 1351 over the original 
cost, resulting in Duke evidence of depreciated trended cost 
of SBll4, 000, 000.. A substantial portion of the Duke plant 
vas built within the last two years prior to the te·st period 
and during the test period and its replacement cost is very 
little, if any, more than original cost. Duke's annual 
reports filed with the commission shov $390.705.558 in 
system-wide plant additions in the three years 1967. 1968 
and 1969. See Lee case (supra) • 277 NC at p. 269. An 
additional substantial portion of the Duke plant consists of 
the older hydroelectric plants and older steam plants of 
small size compared to modern design generators, and 
resulted in trended cost which the Commission finds exceeds 
the actual fair value of the plant as compared to the 
replacement of such plant by plant of modern design of large 
capacity similar to the more recent Duke plant. For this 
reason, the Commission finds that such plant does not have a 
fair value properly related to the trended cost of such 
plant as shown by Duke's trended cost evidence arrived at by 
taking the old plant as actually built and applying 
increases of the materials and labor involved in 
constructing outmoded plant based on today's materials and 
prices. For the above reasons, the commission has 
considered the fair value of the Duke plant is not 
represented by the trended cost of the existing plant and 
lies between such trended cost and the original cost, as 
found by the Commission in the Findings of Fact and 
Conclusions, as hereinafter set forth. 

coNsTnucTIQ!L.£.B.Q!lIA~ 

The evidence discloses a program for construction of 
additional generating capacity in the Duke system of such 
substantial size that it is a factor in the consideration in 
this proceeding under G.S. 62-133 due to its impact upon the 
needs of nuke to compete in the capital market for funds 
necessary for the construction program. Duke has estimated 
its expecte'.J growth in demand for electric power at 9.S'J 
annually. To meet this demand, the company has authorized 
installation of R,616,002 KW of new generating capacity in 
the next seven years, requiring estimated expenditure of 
$1,716,300, ()00 =or new plant from 1970 through 1974. Duke 
Frazier Exh. 3. This more than doubles the present 
generating capacity and the present plant investment. The 
basic generating stations for this new plant are already 
planned, and the initial plants designed and proposed with 
thirteen new generating units scheduled for completion by 
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1977, vith one or more plants being completed each year from 
1970 through 1977, and vith either planning or construction 
money required for all plants at various stages over the 
seven years. construction of the m.in stat.ion generating 
plants reqai.res from three to five years for planning and 
construction. Interruption of the construction program at 
any time would produce delays in meeting the estimated 
electric demand. The company's ability to maintain adequate 
service to the public is dependent upon completion of this 
construction program as planned. 

The construction program vill require $1,217,100,000 of 
nev investment funds from the sale of common stocks, bonds 
and preferred stock, with a balance of $519,000,000 to be 
derived from internally generated accrued earnings and 
depreciation reserves from 1970 to 1974. Duke Frazier 
Exh. 3. 

The present outstanding bonds of the Company contain 
requirements that no nev bonds shall be issued if the 
earnings of the Company do not cover the interest 
requirements of the bonds at least tvo times before income 
taxes. The times interest coverage record of the Company 
has Ceclinea from 6.07 times interest in 1965 to 3.13 ti11es 
interest at the end of the test period, December 30, 1969. 
The Duke evidence contends that the interest coverage will 
be down to the minimum 2 times interest under the present 
earnings level early in 1.971, and no further bonds could be 
sold under the present indenture requirements. Under those 
circumstances, the construction program could proceed only 
to the extent of internally generated funds or the sale of 
additional stock. 

The decline in the .interest coverage ratio fo1lovs the 
decline in earnings of the Com:pany during 1969 and the first 
three quarters of 1970 following the test period. This 
recent decline in earnings is based primarily upon increases 
in coal costs and interest expense, as the revenues of the 
company have continued estimated annual grovth, based upon 
growth in electric demand.. The other increases in expenses 
arise from a variety of increased costs during an 
inflationary period, including increased wage costs, but the 
increasefl cost of coal has been the major factor which has 
caused the· decline in net income. The cost of coal and cost 
of fuel is expressed in cents per million BTU, and is 
further expressed in terms of cost of burned coal for a 
given period for some studies as compared with cost of coal 
delivered within a given period for other studies, all in 
terms of the rlelivered cost to the plants at which the coa1 
is burned, including transportation. 
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During 1969, the sources of P.lect.ric energy sold by Duke 
were as follows: 

Steam olants 
Hydroolectric 
combustion Turbines 
Purchasel1 and net interchange 

87.97~ 
S.13~ 
,. 85~ 
s.os~ 

Sta ff Kent Exh. 1, p .. 3 .. 

The basic price of coal delivered to the average Duke 
plant from 1g65 to 1968 was in thA rang~ of 26 t.o 28 cents 
per million BTU.. During 1969, the price of burned fuel 
increased to :12 .. 3 cents per million BTU. By !'!arch 1970, the 
price of purchased coal was 34.5 cents per million BTU, and 
continuP.d to rise until July 1970, the purchased coal price 
vas 42.A9 cents oer million BTU, and spot coal was being 
purchased at 50 cents per million BT~. The record contains 
voluminous testimony and exhibits relating to the price of 
coal, but the essential explanation for the increase in 
price vas that demand began to exceed supply, and the price 
vent up. Coal operators began reducing exploration and 
opening of new mines when nuclear fuel became a factor in 
electric gener-ation beginning in 1968, and in 1969 the 
export of coal from the eastern ['egion through Norfolk vas 
increased substantially to Japan and to Weste['n Europe foe 
steel production. In 1970, the ?!line Safety Act went into 
effect and su bstan ti all v increased the cost of producing 
coal, and re'll.oved from the production certain marginal mines 
which could not comply with the coal safety standards. The 
result was a shortaqe of coal, accompanied by an increase in 
demand for export and for increased electric consumption, 
and the coal ocoducers began raising prices as the demand 
increased. 

Duke had 80! of its coal supply under long-term contract 
during the t~st period, and 871 under contract in June 1970, 
hut the contracts contain escalating clauses for certain 
vage rates and other increases and some of the mines 
producing for such contracts have failed to meet the 
production r.equirements. 

There is no ~ispute as to the actual price Duke has paid 
for coal.. There has been dispute as to whether Duke 
exercised good management pc-actices in not securing coal at 
prices below those paid. There is no evidence that the 
prices paid by Duke were not market prices for coal then 
being offerer! on the market. The primary dispute is that 
Duke should have enforced its contracts and should have 
placed more of its coal requirements under long-term 
contract before the price increases. 

The expert witnesses for all parties, including 
protestants, Commission Staff, and Doke have agreed that 
knovn increases in the price of coal should be considered in 
the probable future expenses of Duke for operation of plant 
under G.S .. 62-133 (c}. 
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The commission finds as hereinafter set forth that the 
latest coal price in August of q5 cents per million BTU (50 
cents million BTU spot. coal pri::e) is not a reasonable 
figure for total fuel cost anticipated in the future. The 
evidence is not convincing that the mark.et will maintain 
this rapidly accelerated price. The Commission therefore 
has adopted the earlier price for foel cost of 40 cents per 
million BTU as the proper price for use in computing Duke's 
fuel expens?.. The !pplication shows that the three Jconee 
nuclear stations vill come into service in 1971. 1972 and 
1973 respectively, each with 886,300 KW capacity. The price 
of nuclear fuel will thus soon be a factor in Duke's total 
fuel cost, along vith such n·atural gas as is available on an 
interruptiblP. basis at the Lee station at 34.74 cents per 
million BTU. The operation of the combustion turbines vith 
76. 57 cents per million BTfJ oil and 38. 78 cents per million 
BTU gas will g~adually be phased out as the peak demand is 
covered by ailequate reserve capacity in the nuclear and 
coal-fired steam stations. 

PUEL FACTOR_IN D[KE•S PRQPOSED R"TES 

Duke's increase in expenses is attributed to the all~ged 
increase1. cost. of coal more than any other factor and is 
given by Duke as the reason Duke has based the proposad rate 
increase upon a 2 factor formula of adding • 06 cents on 
every K~H of each rate schedule, and then adding 121 to the 
block as the percP.r.tage increase for general increased 
costs. This, in effect, computes a portion of the increase 
for the various rate schedules, based upon the amount of 
energy consnme1, which is related directly to the increase 
in coal costs, and another factor for other increased 
expenses, including increased wages and interest charges. 

The outstandinq bonds and preferred stock of Duke have 
interest. rates varying from 2.651 on $40.000,000 of bonds 
due in 19'77, up to 8% on $75,000,000 of bonds issued in 196<J 
due in 1<J<Jq, and 8.73'l on $100,000,000 of bonds sold in 
August 1q10, due· 2000. One 3',C issue of $40,000,000 is due 
in 1975. The average cost of interest or imbedded interest. 
cost on long term bonds vas 5. 12~ on DeceC1.ber 31, 1969, and 
5.861 in August 1970. The substantial increase in interest 
charges {or the more recent bona issues will produce an 
increase in imbeijded cost of debt as the vast amounts of nev 
debt are issued to cover t"he construction program, and the 
old bonds mature and are retired and nev debt becomes the 
total debt in a higher range. The interest charges for DnKe 
during tbe test periocl, on a total company basis vere 
$33,761,563 on $663,750,000 of long term bonds and 
debentures, plus $10,976,514 on $129,135,464 of short term 
de~t at 8.5'll: interest. nuke contends that this compares 
vith intere~t charges estimated for 1970 of !'i52,301,000 and 
estimated inter?.st charges in 1971 of $68.252,000 and 1q72 
of $80,273,000. The interest charges must be covered by the 
times intere?t earned formula (see prior discussion). The 
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rising inter~st charqes have a severe effect on earnings 
left for equity ovnership, as the profit to the St<>Gkholders 
required under G.S. 62-133(b) (4). 

Tbe various expert witnesses testifying on rate of return 
and finances of Duke have expressed differences of opinion 
as to a fair rate of return on equity to provide a fair 
profit for st.oclt.holders under this requirement. The expert 
opinion varies from the ooinion of /Hr. Grigg as Treasurer of 
Duke as 141 on equity down through Dr. Horton as Duke's 
outside economic expert as 13 \1/2'-C; tlr. Smith of the 
Commission Staff in a range from 12.0,: to 12.5%; Dr. 
Robertson in a ranqe from 11.331 to 12.89~; and or. Kosh of 
the Textile Manufacturers of 10.SJ. 

Rach of the experts' opinions is suppoi:ted by studies and 
exhibits as fonnd in the i:ecoi:d, based upon Duke's needs to 
at.tract capital required in the market and secure funds for 
the construction program on a basis fair to the customers 
and to its existing investors.. G .. S 62-133 (bl (4) .. 

Based upon all of tbP. expert opinions and te~timony and 
the exhibits and the record, the commission is of the 
opinion ann finds, as vill be hereinafter set forth, that a 
fair rate of return on common equity would be 12, based upon 
the existing economic circumstances and the expectation of 
investors an1 potential investors upon comparing Duke 
securities anr1 the guality of such securities vith other 
securities that are available on the securit.ies market .. 

CRF.SCENT LA.lill_!HD TUBEP. CORPORATION 

over a lonq oeriod of years Duke bas acquired larqe land 
acreage in connection with purchase of C"eservoir sites and 
potential r~servoir sites. During 1969, the portion of 
thP.se lands vhich vere not devoted to utility ·purposes vere 
transferred to a vholly-owned subsidiary corporation, 
Crescent tan1 and Timber Corporation. The record shovs the 
organization of this corporation and the various 
transactions bet:,ween Duke and this subsidiary of nuke.. The 
Commission Staff witness Smith filed a special report and 
testified, based upon examination of the books and records 
relating to crescent Land and Timber corporation, as to hov 
the books of Duke should be adjusted to reflect Duke's 
organization anrl operation of this non-utility subsidiary, 
by deductinq the investment from Duke's equity capital 
account. 

It seP.ms cle~r that under the statutory lav of North 
carOlina Duke has the corporate authority to engage in non­
utilit.y activities.. It is clear from the record in this 
case, however, that nuke• s entry into the real estate 
development fieV!, through its wholly-owned subsidiary, 
Crescent Lan~ an~ Timber Corporation, bas brought this area 
of activity into serious question .. It can be seen that the 
transactions between Duke and crescent Land and Timber 
corporation were not at arms .lengrh and that they were 
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carried out in such a manner as to require substantial 
adjustmep.ts by this Commission in order to achieve an 
equitable result. The activities of Duke in this area have 
attcacted wide-spread public attention and. it may be 
reasonably assumed that these ,activities could ~esult in 
Duke's having to pay substantially higher prices for land 
acguired in the future for utility plant construction. The 
commission vie vs this matt.er vi th the utmost seriousness and 
is of the opinion that land transactions between Duk_e and 
its subsidiary should be carried out 11ith p~imary emphasis 
upon Duke's need to acquire and manage land for utility 
pur~oses ann with the utmost care to see that land primarily 
acquired for utility purposes is not later diverted to the 
profit of Duke's shareholders without reasonable 
Compensating a1justments to its ratepayers. 

The expert witnesses called by the res~ective parties had 
varying op1m.ons as to how the investment in this subsidiary 
and its assets and expenses should he accounted for in this 
rate proceedinq. 

ihen D11ke completed transfer of all non-utility lands to 
Crescent Lani'! and Timber corporation in 1969, it acquired 
equity ownership in the amount of $21,6111,032, in exchange 
for the open notes and advances theretofore made from Duke 
to crescent Land and Timber corporation (CL&T). The 
Commission ~oncludes that the most appropriate accouriting 
adjustment and accounting treatment would be to treat 
crescent Land ~nd Timber corporation as having been spun off 
from the utility business of nuke and that the stcckholders• 
equity ·be reduced by all expenditures for lands going into 
CL&T. 

In thus 
utility, 
investment 

excluding the enterprise as not being a public 
the investment therein is withdrawn from the 

which the r-atepayers are called upon to support .. 

Duke Power companv, through its interest-free cash 
advances and lana t.ransfers, had an investment in Crescent 
Land and Timber Corporation as ~f December 31, 1969, of 
$21 ,6111,032 .. ~hP. exact breakdown of this investment and its 
apportionment to the North Carolina re-tail operations of 
Duke is as follows: 

Cash advances 
Land transfers to CL&~ 

Total • 

!llocation 
To!u.-£2~ _!~glg•-- N .. C .. _R~lli1 

$10,601,705 
11.0J9.3U 

!i21,6111,032 $13,555,9112 

•eased on gross plant ratio between Total company and N.c. 
Retail oper-3.tions,. 

The above investment of $21,6Q1,032 as of December 31, 
1969, should he reflected on Duke's books of account as an 
it!vestment in Associated Companies Account No.. 123 and 
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represented by capital stock no-par value of crescent Land 
and Timber corporation. 

As of Decemher 31, 1969, the capital structure of the 
North Carolina retail operations vas adjusted for the 
$13,55s,q42 investment- by Duke in CL&T by its inclusion on a 
no cost hasis, as shown belov: 

.!I.ruL£~Ei-.!!!l !lnQJJOt Per cent .U~!!~!! 
($0000' S) Qf=IQtaJ Cost S 

tong term debt n15,773 53. 53 5.86-
Preferred stock 91,oq2 12. 50 6.8~ 
Common Equity 241,909 31. 1 5 12.00 
Cl&T investment. 13,556 ,. 75 0 
Defet'red i nvestmrmt 

tax credit __ l!a_l9A __ b.Ql 0 
Total $776,628 1oo.00 

By assigning a no cost basis to the investment in Crescent 
Land and Timber corporation, the ratepayers are not required 
to provide any return on this wholly unrelated investment. 

__ Ho service shall be rendered to crescent Land and Timber 
corporation by nuke employees vithout compensation from 
crescent to Duke. 

Based upon 
testimony awl 
the followinq 

all of t.be evidence of record, including the 
exhibits of all parties; the Commission makes 

FIHDINGS OF FACT 

1. That. Duke Power company is duly organized as a public 
utility compiiny under the lavs of North Carolina, holding a 
franchise from the Utilities commission to furnish electric 
paver in a major portion of the State of North Carolina 
under rates and service regulated by the Utilities 
Com~ission ~s ~rovided in Chapter 62 of the General 
Sta totes. 

2. That Duke has invested in utility plant for service 
of its North Carolina retail customers as of the end of the 
test period December 31, 1969, electric plant in SPXVice of 
an original cost of !i900,572,000. 

3.. That t.he portion of said plant which has been 
consumed by previous use recovered by depreciation expense 
is $282,021,f'JO0. 

4. 
said 
from 

That Duke received contributions to constr11etion on 
plant from its customers of $3,657,000, to be deducted 
Duke's investment in plant. 

5. That the net investment oc-iginal cost of Duke's plant 
in service under G.s. 62-133 (b) (1) baing original cost less 
contributions to construction and the portion consumed by 
previous use recovered by '1eprecia tion is $614,894,000. 
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6. That a necessary part of said original cost includes 
cash working capital of $21.619,000 based on 45 dayS o·f 
operating and maintenance expense as a reduction in the 
2 months' expenses in the company exhibits and the staff 
report an,] materials and supplies of $'19,882,000, from vhich 
the Commission deduCts Federal tax accruals of $4,639,000, 
giving net oriqin~l cost of $651,756,000. This excludes 
from original cost the construction vork in progress at the 
end of the test oeriod attributable to North Carolina retail 
service of $185,A22,000, and the plant held for future use 
of $245,000, which is included in the service plant in the 
Uniform System of Accounts for electric companies, but vhich 
is excluded here based upon the Lgg ~!~Bhillm ~I£~, 
277 NC 255 (supra) (1970). 

7. That the probable future cost of fuel to Duke as an 
operating exµense is 40 cents per million BTU. 

8. That Duke's revenue under present rates on an 
annualized basis for customers served at the end of the test 
period for North Carolina retail service was· $223,385,000. 
The reasonable oncrating expenses of Duke during the test 
period, usinq cost of fuel at 40 cents per million.BTU, are 
!:11A,404,000. The operating revenues, as found, includes 
$6,689,000 of grovth factor to increase the actual revenues 
of $216,6g6.000 during the test period by the amount 
estimated for the customers added iluring the yea[' to 
annualize the revenue from customers served at the end of 
the test period. 

9. That trending t.he original cost to current cost 
levels, less depreciation unaer G.S. 62-133 (dl (1), gives 
trended cost of t844,000,000, and under the statute is found 
to be the replacement cost of the plant based on this 
method. 

10. That the Commission finds that the fair value of 
Duke's utility property in North Carolina, considering 
original cost less depreciation and considering replacement 
cost determined~hy trending original cost to current cost 
levels and considering the condition of the property a.nd the 
outmoded desiqn of some of the older plants, is 
$735,096 ,ooo. 

11. That the actual investment currently consumed through 
reasonable actual depreciation during the test period vas 
$28,336,000. 

12. That the net operating income fo~ return at the end 
of the test period as adjusted to fuel cost of 40 cents per 
~iLlion BTU was $46,630,000, produces a rate of return on 
the net original cost of plant less depreciation of 7.1si·, 
and a return on equity of 7.72'!1: and a rate of return on the 
fair Value of Duke's property in service of 6.34~, and such 
ra_t.e of return is found insufficient to provide a fair 
profit to Dn~e•s stockholders considering changing economic 
conditions, and is insufficient to allow Duke to compete in 
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the market for capital funds o·n terms which are reasonable 
and fair to its cUstomers and existing investors. 

13. That the rate of return necessary on the fair value 
of Dake prop~rty, vith sound management, to produce a fair 
prof it for its st ockb alders, considering the economic 
conditions as they exist, to maintain its facilities and 
service in accordance vith its obligation to its customers 
and to compete in the market for capital funds on a 
reasonable basis to customers and stockholiers, is 7.75%, 
which rate of return vill produce $22,502,000 of adrHtional 
gross revenues on North Carolina retail electric service, 
and will provide a retUrn on equity to the common 
stockholders of 12%, by providing net income of $29,028,000 
on equity of $241,909,000, and reguires an increase in rates 
to produce 60.44~ of the increases applied for, an increase 
of 10.381 over the rates in effect prior to the application 
of the interim rates allowed in this proceeding. 

CONCLUSIONS 

Tlie Application of Duke in this proceeding seeks an 
increase under the proposed rates to produce $37,225,000 of 
additional revenue froID the customers at the end of the test 
period on a TI a 11nualized basis. The folloving tables based 
on the Pi m1 ings of Fact, show the ca lcula t.ions for the 
!i22,5'02,000 found to be reasonable from the records in this 
proceeding: 

fil!_OP~R!TI~OftE ~ND NET INCOttB DERI1~ 
nllKL~uwP.F co, - ffs.£s....RETA.IL 0PEPA~IQB2 

FOF_TF.ST PP.RIOD-YEAF. F.ND DP.kll....ll.§..2._lt.!l.QQ!§L 

11~.m 
Gross Operating Revenues 

Add: Pevenites from annual­
izing us~ge of year and 
customers{a) 

Adjusterl Gross Operating 
Revenues 

Operating Expenses: 
Puel Costs Use1. - !'I/BTU 
Pael For Generation 
Purchased Power 
Wages, Benefits & ~ateriaLs 
Total Operation & 

At present 
_ _RA1~§ __ 

$216,696 

$223,385 

.40 
72.229 

6,582 
39.593 

f'faintenance Expense: $118,404 
Depreciation t 28,336 
Taxes Other Than Income 21,"383 
Income Taxes - State 1,153 
Tncome Taxes - Feaeral 6,IJ 71 
Investment Tax credit-Normalized 3.364 
Tnvestment Tax Credit-Amortized__!W56) 

Total Operating Expenses: !176r 755 

Increase 
Al!fil:!n:ea 
$ 

$22,502 

At 
Approved 

_B,s!,!!lL­
$ 

$245,887 

$ • 40 
72,229 

6,582 
_39,593 

$118,llOlJ 

$ 1,350 
1,269 
9,51"3 

$28,336 
22,733 

2,422 
16,014 

3,364 
_j?.356) 

$12,l~L--21~~.917 
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~et QI?eratim Income for 
.!!~illl! .l_~]Q _j10L]40 _$ 56L970 

Net Other Income 
Dues & contributions disal~oVed 

in ogerating expenses 
Miscellaneous Deductions 

Income Available For Fixed 
Charqes 

FiXEd Charges: 
Interest ·on tong Term Debt 
Interest on Short Term nebt 
Less: Interest Charged' 
Construction 

Total Net Interest Charges 
Net Income Before Preferred 

Di videncls _ 
Prefer'C'ed Pividends 

Net Income For common 
.§~ld!;!,ra 

Common stockhol~er•s 
Equity 

Rate of ~eturn on common 
Stockholrler ,=:quity 

1.2 86 

( 41) 
____ J2Jlll 

$ 47,292 

$ 24,361l 
6,81'6 

(9,277) 
21,963 

25,J2q 
6, fi 41 

$ 18,688 
=..:====== 

241,909 

7.721 
======== 

1,286 

{4 1) 
____ l2ll.ll 

$ 57,632 

$ 2 IJ, )€4 
6,876 

(q,211, 
21,963 

35,669 
6,641 

$ 29,02R 
=======: 
241,909 

12.001 
======= 

(a) $6,689,000 additional re11enues 
vit.ness Olson methoii of calculating 
has related fuel cost, taxes 

based on Intervenor's 
growth factor which 
and other expenses 

reflected in onerating expenses. 



REASONABLE CAPITAL STRUCTURE AND EMBEDDED COST 
DUKE POWER CO. - N.C. RETAIL OPP.RATIONS 

($000 's) 

EMBEDDED 
COST AND OVER-ALL 

TYPE CAPITAL AMOUNT TOTAL% RETURN% COST RATE 
Long Term Debt $415,773 53.53 5.86 3.14 

Preferred Stock 97,092 12.50 6.84 .86 

Common Equity 241,°909 31.15 12.00 3.73 
Sub Total $754,774 

Crescent Land 
Investment 13,556 1-75 0 0 

Deferred Investment 8,298 1.07 0 0 
~ax credit 

$776,628 100.00 7.73 

A B 
A- Based on Capital Outstanding as of 12-31-69. 

ANNUAL INTEREST 
AND RETURNS 

% REQUIREMENTS 
$24,364 

6,641 

29,028 

0 

0 

$60,033 

B- Long Term Debt and Preferred Stock Embedded Cost as of 8-31-70. 

"" ,. .., 
"' "' 

"' 
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ill!!JLrq!ER co. - N.c. RETAIL OPERATIQNS 
RATES OF RETURN ON NET INVESTftENT-!l!!i_JfilL1969 

($000 's) 

Electric Plant 
Service 

Less: Reserve 
Depc. 

Contributions 
construction 

Net Tnvestment 
Plant 

Working ("apital 
Allowance: 

in 

for 

to 

in 

45 Days Exnense­
Cash Allowance 

Ha tecials r, 
Supplies 

Less: Federal 
Income Tax 

.ORrnJ!!L COST 
PRESENT APPROVED 

BATES _RATES_ 

$900,572 $900,572 

(282,021) (282,021) 

_JL.§21L..JJ&§~11 

$614,894 

21,619 

19,882 

$614,894 

21,619 

19,882 

Accruals ___!4,632l__{.§£2Z~) 
Net Working Capital 

Allowance $ 36,862 t 35,272 

Total Rate Base-For 
Return $651,756 $650,166 

Net. Opera ti oq Income 
for Return ll6,630 .56,q10 

Rates of Return on 
Net Investment 7.151 8. 76J 

l!I!LlAl.!!.!L!!!T.!L!!!~E 
PRESENT APPROVED 

__ R~TES _RATES 

$ 

$735,096 $735,096 

46,630 56,970 

6.30 7.751 

1. The Commission concludes 
proposed rate increase is necessary 
of return to Duke on the fair value 

that only 60 .. 4!i% of 
to provide a fair 
of its property. 

this 
rate 

2. The rat~s proposed by Duke are found to be 
unreasonable an~ unjustified to the extent that they produce 
any increases in annualized revenue on the customers at the 
end of the test period in excess of !22,502,000.. , 

3. The Commission finds that the relationship between 
Duke and its subsidiaries ftill Power supply and Crescent 
Land and 'J'i!llber are not supported by written contracts, and 
that such arrangements are, in effect, verbal contracts 
betvEen tvo legal entities, notwithstanding parent and 
Subsidiary corporations., and that in the interest of good 
'Utility accl}ttnting and regulation should be reduced to 
vriting and filed with the Commission for public examination 
and audit. 



BATES 117 

4. Duke has begun cost of service studies tq measure the 
differentials in cost and other factors affecting the 
classification of rates by end use of electricity, but such 
studies require two years to complete and are res~rved for 
future investigation and review after they are completed and 
filed with the Commission pursuant to Order entered herein 
on September 28, 1970. 

5. The Commission concludes from all of the evidence and 
all of the ti:>stimony and the entire record herein that the 
earnings of nuke, as adjustel\ to the 40 cents per million 
BTU cost of fuel, and as actuallv experience1 in 1970 under 
said cost, have been reduced ~y increases in the cost of 
coal and by increases in interest expense and wage costs and 
other expenses to such an extent that its ability to sell 
additional bonds and common and preferred stock sufficient 
to finance neces·sary construction of additional plant are 
placed in .Jeopardy under the present rates .. 

6. The ~bility of Duke to provide adequate service in 
its service area and to construct needed plant to meet the 
increased d~mand for electric current and the law requires 
that its earnings be maintained at a leve1 so as to attract 
the capital necessary for such program. The increased cost 
of coal and the increased interest costs are amply shovn in 
the record. Increased interest charges tend to cause 
investors in common equities to ·seek earnings on P.guity 
commensurate vith the increase in cost of interest. 

7.. The reasonable ratio of common stock to debt capital 
for the present economic conditions for Duke is SJ.53,;; debt, 
12.51 preferred stock, and 31 .. 15~ common stock. 

l!!l..!l..!!.Ifill.....E1ll.J!.AT.L.!!!ill![.!. 

The increases proFosed by nuke in this proceeding are 
based as heretofore described on a 2-part formula consisting 
of a • 06 cents increase per KWH plus a 12'1 across the board 
flat rate increas~ .. 

The Textile Manufacturers Association and others have 
objected to the method of computing such increase as 
containing partial fuel clause component without proper and 
complete co~t. of service studies to iieter11ine the cost of 
fuel in such proposed increases. 

The evidence befoce the Commission, and the Findings and 
Conclusions of the Commission as hereinabove set forth, find 
that Duke has not carried the burden of proving that the 
entire rate increase·. proposed is "just and reasonable, and 
that only part of the rate increases proposed have been 
supported by the evidence of record. The commission finds, 
as hereinabove set forth in its Findings and Conclusions, 
that Duke has proved that only 60.44% of the total increase 
applied for is inst and reasonable under the North Carolina 
rat-e-making formula ... Doke having thus failed to sustain the 
reasonableness of the entire increase proposed. the 
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commission concludes that the increase required to provide a 
fair rate of return on the fair value of Duke property as 
found above should be derived from a flat rate across the 
t.oar a percentage increase rather than from a modified form 
of the methoi of increasing the rates used by Dul:e. i.e., 
the 2-part fuel factor and combination rate increase. The 
commission therefore concl odes that the revenue nee~ s 
approved in this proceeding shall be securedr-by a flat 
percentage increase on all Duke's rates sufficient to 
provide the i21,so2,ooo increase required to provide a fair 
rate of retut:'n on the fair value of Duke property as found 
by the Commission in this proceeding, and the rate increase 
as applied to Duke vill result in a flat rate increase of 
10. 3Ri on ;ill of Dulce's rate schedules. This 10 .. 38, 
increase includes the interim rate increase heretofore 
approved by the Commission by order of !1ay 26, 1970, and 
upon placing the 10 .. JR~ fla.t rat.e increase into effect on 
billings on March 15, 1971, as hereinafter provided, the 
interim rate increase approved on Kay 26, 1970, shall he 
cancelled ~nd terminated, and the sole rate increase 
remaining in effect shall be the 10.381 increase on all 
rates in effect. prior to the filing of the Application on, 
April 24, 1Q70. . 

The interim emergency rate increase averaging 
approximatel! 4.2% approved by the commission by Order of 
~ay 26, 1970, included a 2-part factor based partly on cost 
of fuel and partly on flat rate percentage increase. Said 
rate increase was authorized a£ter full hearing and after 
testimony of record supporting the 2-part rate increase 
based upon cost of coal at the time of said hearing on the 
interim emergency rate increase. Notice of Appeal vas given 
from said emergency rate increase Order and the appeal 
dismissed by t.he court of Appeals. The commission, in 
providing a flat rate increase in this proceeding, does not 
find that the 2-part rate increase was improper for the 
interim ratP. increase and reaffirms the basis of said 
interim rate increase as constituting valid rates from the 
time of the 1'ay 26, 1970, order until superseded by this 
Order. 

The ftotion o~ the Textile nanufacturers to dismiss the 
Application is overruled for the reasons found above that 
the evidence of record supports the finding by the 
Commission that the present rates of Duke are inadequate, 
that the proposed· rates of Duke are e1tcessive, and that the 
10.38% incre~se in rates approved herein are just and 
reasonable and are supported by the record. The ftotion of 
Textile Manufacturers to disallow Duke•s advertising program 
is disallov~d for the reason that said program has been 
filed vith the Commission and has been in effect under said 
filing and sufficient cause has not been shown for 
disallowing said program in this proceeding. The Textile 
ftanufacturers ~otion to require Duke to divest itself of 
ownership of Crescent Land and Timber Corporation is 
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disallowed, except to the extent that the action in this 
Order deducting the cost of Duke's investment in Crescent 
Land and Timber corporation from Duke's equity cost in the 
electric cas~ accomplishes this result. 

The ~otion of the Attorney General to strike the reference 
to growth factor of 1.615 has been allowed to the extent 
that the growth factor propoged by De. Olson is utilized by 
the Commission. The motion to strike the cash working 
capital used by the company and the Staff has been allowed 
to the extent that said working capital is computed on 45 
days• basis instead of 60 days. The aotion of the Attorney 
General to compute deferred ,tax credit at zero tax c::>st has 
been allovei by the calculations including deferred tai 
credit at zero cost capital. The motion to strike 
refer~nces to con.struction work in progress and interest on 
vorl: in progress has been allowed to the extent that said 
items are deducted from the plant and the income of Duke in 
this Order. The t'lotion to take judicial notice of the 
uniform partnership act has been considered and it is not 
found that sufficierit cause has been shown on the record for 
such notice of a partnership by the commission in this 
proceedinq. The !'lotion to take notice of G. S. 62-2'2 is 
considered by the commission and the Commission stands ready 
to make available to the state Board of Assessment all 
information gathered for valuation of Duke's public utility 
properties, and the Commission has considered the testimony 
of such tax valuations in this record, and concludes that it 
has before it sufficient evidence upon which to fix the fair 
value of that property as provided under G.S. 62-133. 

The Commission has considered the motions of the 
protestants relating to contracts 11ith Duke's subsidiaries, 
and particularly payments made by Duke to Mill Povei: in the 
amount of ~335,000 per year for services rendered in 
purchasing coal. Duke's testimony is that its wholly owned 
subsidiary, '1:ill Power supply company, provides all of the 
overhead ex!Jenses of the coal purchasing operation and that 
the $335, oon a year is in re~mbut"sement of Mill Power in 
serving as purchasing agent for Duke in its coal purchases. 
~he coal is hought in the name of Duke for Duke's account 
and does not nass through 011nership of Mill Power. The 
hooks of Duke and of Mill Power vere audited bv the 
Commission Staff and were open and available for all 
protestants. ~othing in the record discloses anything 
except that the $335,000 per vear is in reimbursement for 
actual cost in the purchasing of.fice of rtill Power for 
purchasing coal. There is no evidence that Duke would not 
have had the same expense if coal was purchased b'f a coal 
purchasing office established by Duke in its 011n materials 
and suppli?.s operation. The fuel purchased during the test 
period amounted to a cost of 172,229,000 at the adopted 
price of 40 cents per million BTU. This is the coal for a 
North Carolina retail operation. The company-vid_e coal 
purchases for which the purchase costs were reimbursed were 
much greatPr. The Commission concludes that such a major 
item of expense requires diligence in purchasing practices 
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ana justifies reasonable expenses in the purchasing 
opcrati.on. ,G.S. 62-51 requires that all contracts between a 
utility and its affiliates and subsidiaries must be file~ 
with and approved by t;he Comm'ission. The Duke testimony 
contends that its dealings with Mill Power and its 
u.rrangements wi·th Crescent Land and Timber are not under 
formal contracts, but are internal opcr~ting arrangements 
which are? not in contract form -and could not be filed as 
such, but which ~re reported in the regular reports to the 
corn.mission •. Conclusion No. 3 above requires that they be 
reduced to writing cmd filed with the Commission. 

I'f IS, THEREFORE, ORDERED AS FOLLOWS: 

l. That effective upon bills rendered on and after March 
15, 1971, for service rendered after February l~, 1971, the 
ap_plicant Duke Power Compc:.ny is authorized ancl permitted to 
put into effect increas~d cutes and charges across the board 
by a flat rate increase of 10.38% in the rates of the 
Company on each block of power in each schedule, including' 
energy and demand components of applicable schedules, so 
th.:it the total monthly bill to each customer will be 
increased by the same uniform 10.38% increase. Such 
increase in rate schedules shall produce no more than total 
annualized additional revenue as of the end of the test 
period of $22,502,000, being ~0.44t of the increased revenue 
sought; under the proposed rates -of $37,.225,000, and such 
amended schedule of rates and charges shall be filed with 
the Commission by March 1, 1S71. 'fhc interim rate increclse 
averaging approximately 4.2% is hereby canc~lled effective 
with application of the 10.38% increase on service rendered 
after F~bruary 15, 1971. 

2·.. The - rates prescribed in this Order shall reme.in in 
effe~t for no longer th.:irl the completion of Duke's cost of 
service studies and until investigation and Order of the 
Commission determining the effect of said studies on the 
rates of D1,1ke, as a ,fac~or uffec ting the reasonableness of 
said rates, ~fter notice e.nd hia:aring on the results of such 
cost ·of. service studies. 

3. That the motions of the protestants at the close of 
the eyidence, as ~ecited in the record and set forth herein, 
to disallow certain expenses and to make Vllrious accounting. 
adjustments as clescribed in the ·record, are overrul~d except 
as allowec;3 in this Order. · 

ISSUED BY ORDER OF •rliE COMMISS-ION. 

'l'hiS 12th day of February, 1971. 

NORTH CAROLINA UTILITIES COMMISSION 

(SEAL) 
Katherine M. Peele, Chief Clerk 
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In the !tatter of 
Application of Appalachian State 
University, t/a Nev Ri•er Light and 
Paver Company for an Adjustment in Its 
Rates and Charges 

ORDER APPBOVIBG 
INCREASES IB 
RATES ABO CHARGES 

HEARD IH: The commission 
Raleigh, Horth 
at 10:00 A.ff. 

Rearing Rooa, Ruffin Bui14ing, 
Carolina, on oc~ober 27, 1971, 

BEFORE: 

APPEARANCES: 

Chair man H. T. iJ est:cott., 
Commissioners John w. l!cDevitt, 
Wooten., Pliles B. Rhyne :1.nd Hugh A. 

For the Applicant: 

John H. Bingham, Esq. 
Attorney at Lail 

( Presiding) , 
!!an-in R. 

R'ells 

?. o. Box 375, Boone, Horth Carolina ·28607 

For the commission Staff: 

William E. Anderson, Esq. 
Assistant commission Attorney 
Ruffin Building 
Raleigh, North Carolina 27602 

No Pl"otestan ts. 

VEILS, COKMISSIONER: Pursuant to the proYisions of G.S. 
116-Q6 (Sl (c). on January 20 • 1971 • A ppa.lachian State 
University. t/a Nev River Light and Power Company at 227 
East King street. Boone. Horth Carolina 28607. (hereinafter 
referred to as "Nev River" or "Applicant") filed an 
application seeking authority to increase its electric rates 
and charges to residential and commercial customers in its 
service area in Watauga county. Horth Carolina. to recover 
an approiim3te 10.61 increase in the wholesale price of 
electric pover purchased from its supplier. Blue Ridge 
Electric nembership Corporation. Blue Ridge Electric 
flembership Corporation purchases its electric pover 
requirements from Duke Pover company. including power foe 
resale to Nev River. In accordance vith a filing with the 
Federal. Pover Commission (Docket No. E-7513); Duke Paver 
Company has increased its rate to Blue Ridge Electric 
Membership corporation. This increase vas made effective 
December 15. 1970.·under bond pending the final decision of 
the ~ederal Power Commission in said docket. Blue Ridge 
El.ectcic Membership corporation has in turn increased its 
vholesal.e rate to Nev River effective January 1. 1971. The 
increase in the cost of the pover purchased by Hev River 
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Corporation is est~■ated 
per year, based upon 

1970, the test year chosen 

fro ■ Blue Ridge Electric Re•bership 
to be a~proximately $67,745.07 
12 months• sales ending June 30, 
by 1'ev River. 

Applicant requested that it be authorized to increase its 
rates and charges in the for■ of a surcharge of 7.211, being 
an amount Sufficient to cover the increases in its ,cost of 
purchased power from its supplier. The co■■ission 
authorized this increase to beco■e effectiTe upon one day's 
notice to its customers, subject to Applicant's agree■ent in 
its filed application to refund any amounts determined by 
the commission after hearing to be unjust and unreasonable. 
The Commission ordered that the application of Appalachian 
State UniYersity, t/a Nev Biver Light and Pover company be 
set for investigation and scheduled for hearing in the 
Com ■ ission Hearing Room, Ruffin Building, One Vest !organ 
Street, Raleigh, North Carolina, on July 8., 1971, at 9:30 
A. Pl.; that the proceedings be declared a general rate case 
and that notice of hearing be published by the Applicant 
once a veek for two consecutive weeks prior to June 11, 
1971, in a newspaper having general circulation in 
Applicant•s service area; and finally that the Applicant 
shall have the burden of proving that its requested 
increases are just and reasonable and otherwise lawful. 

On April 8, 1971, at the request of Applicant, the 
commission issued an Order changing the date of the hearing 
to November 2, 1971, to al-low Applicant time to prepare an 
aodit for the current fiscal yea~, to revise its accounting 
system, and to mate proper evaluation of its- plant. 

on !ay 5, 1971, the commission on its ovn notion issued an 
order changing the date of the hearing to October 27, 1971, 
at 10:00 A.~. 

The matter vas called for hearing at the ti■e and place 
specified in the commission• s order of l"lay 5, 1971.. No one 
appeared at the hearing to protest the rate application. 

surntun oF EVI~]l!£~ 

~r. Ned R. Trivette, Vice President for Business Affairs 
of Appalachian state university, testified in support of the 
application. He stated that Nev River had its beginning in 
1915 and -grev out of the result of there being no electric 
power in the Boone community.. A small dam was constructed 
on one of the streams and power vas generated_ for the 
Appalachian Training school. Paver vas sold to a fev of the 
neighbors and this was the beginning of Rev River as it is 
today. ,.he profits that were realized at the beginning vent 
to what was called the Kiddle Pork Fund of Appalachian 
school for the purpose of scholarships, and this process 
continued for some time until the establishment of an 
endowment fund at the University .. Nr. Trivette testified 
that an endowment fund vas created by Act of the Legislature 
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t.o provide scholarships for needy students in that area and 
that all profits now go into this fund. 

l!r. Trivette stated the philosophy of the paver company to 
be the providing of service at rates acceptable to the 
commission and to provide scholarships to needy students if 
profits occur. Mr. Trivette concluded hiS direct testimony 
by saying that to his knowledge Nev River has never asked 
£or an increase in rates, but has previously decreased them. 

Hr. Grant Ayers., Superintendent for Nev River, testified 
that his duties include· the total physical operation of Hev 
River with the responsibility for Dlaintenance and 
construction and partial engineering and that southwestern 
Consulting Engineering in Charlotte has been retained as 
consul ting engineers for Nev River since 1949. 

Br. Ayers further testified that no capital 
dividends had been issued from Blue Ridge 
!'lembership Corpora.,tion sinde approximately 1957. 

credits or 
Electric 

Hr. Ayers stated that upon receiving the staff's 
engineering report he called Blue Ridge Electric ftembership 
Corporation to help him. make necessary adjustments to comply 
vith the Staff's recommendation concerning voltage and that 
the areas where tree trimming was advised has been 
contract.ea to Davie Tree, of Kent, Ohio, for trimming. Ar. 
Ayers testified that no major paver outages have occurred in 
more than 25 years. 

ftr. Ray Cohn, Vice rPresident, southeastern Consulting 
Engineers, Inc., related that his firm had been employed by 
Nev River to make rate studies, system design and structure 
studies, and recently a study to shov the effects of the 
cost of wholesale paver increases. He used a test year 
ending June 30, 1970, comparing the old and nev rates to 
find the difference in the cost of wholesale energy and then 
equated this as a percentage of Nev River's g-ross revenue, 
effecting a 7.21% increJJ.se, which vas intended to be 
translated into an increase in retail rates matching exactly 
the increased cost of purchased paver. !'tr. Cohn said that 
the effects of capital credits were not considered in his 
study. He exrlained that he had worked for a cooperative at' 
the time capital credits vere conceived and that the reason 
for establishing the.11 vas twofold: first, to provide a 
means of prorating any possible future return of profits to 
the coop era ti ve• s members: and second., to provide some means 
of prorating the return of retained earnings and net 
proceeds in case of liquidation proceedings. 

ftr. Donald Lampke, President of southeastern consulting 
Engineers, Inc., presented the method his firm used in 
making ·an inventory of the entire physical plant of Rev 
River. They determined an original net value of the plant 
of !1,681,373.59. 
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t.ynn Holaday, Director of Auxiliary Services. Appalachian 
state University reported that he is responsible for the 
general administration of those auxiliary operations that 
receive no state appropriation, vhich includes Rev River 
tight and Paver co11pan-y, and that he revievs the audits 11ade 
on that co11p::t.ny. Re further testified that Rev River has 
received approval from the State Auditors office to initiate 
the Uniform system of Accounts as a new accounting system 
st:arting January 1, 1972. !Ir. Holaday related that Blue 
Ridge Electric !'lembership corporation has informed Nev River 
that it vould not pay capital credits until a 401 equity is 
realized, which is not expected within the next 15 years. 

Carrol Brookshire, Internal Auditor for Appalachian State 
University, stated that he performs audits on Nev River 
operations on a six- and twelve-month basis. 

The commission Staff offered ev ldence through the 
testimony of f!ichael c,. Warren, Staff Accountant, and 
William J. 'R'illis, Jr., Staff Electrical Engineer. The 
commission staff I s audit indicates that after accountiilg 
adjustments, Nev Diver's gross operating revenues amounted 
to !1.093,378.52 for the test period under its existing 
rates, and that considering total operating expenses of 
S932,8ll~.07 and an annualization factor of 2.371, Nev 
River's operating income for return vas $164,339.12. The 
Staff's evidence indicates net investment in utility plant 
for return of $1,658,672.37, resulting in a rate of return 
on net investment per company books of 9.91,C. After 
consideration of the proposed rate adjustments amounting to 
approximately $75,887.35 and after annualization of Nev 
Hiver•s increased wholesale energy cost and certain other 
adjustments reflected in the Staff's audit, to which New 
Hiver took no exceptions, the Staff's evidence indicates 
that New Hiver vould have gross operating revenues of 
$1,169,265.87 vith total operating expenses of $1.007,512.19 
and cons·idering the annuallzation factor of 2. 37,C used to 
adjust revenues and expenses to year-end plant, would result 
in an operating income for return of $165,723.61. With 
certain adjustments including allowance for working capital, 
accumulated reserve for depreciation and utility plant in 
service, the Staff· 1 s evidence indicates that Nev River's net 
investment in utility plant for return after giving effect 
to the proposed rate request vould be approximately 
$1.658,672.37 and vould result in a rate of return on net 
investment of 9_g7~. 

The Accounting Staf.f recommended that, should 
engineering original cost study be adopted by 
Commission, the recorded entry be made as fo11ovs: 

Account 101, Utility Plant in Service $1,244,158.49 

Account 108, Accumulated Provisions for Depreciation of 
Utility Plant. in service $88,923.92 

the 
the 

Account 116, Other Utility Plant Adjustments $1,155,234.57 
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The Staff further recommended that the plant adjustment 
resulting from the appraisal on its property be written off 
over a 20-year period to Retained Earnings by ~aking the 
folloving entry: 

Account 116. Other Utility Plant Adjustments $57,751.73 
Account 216, Unappropriated Earned surplus $57,761.73 

A late filed exhibit of southeastern Consulting Engineers, 
Inc .. , on its appraisal of Nev River's property included 
changes in the net invest=ent in utility plant and 
necessitated alterations in the commission's Accounting 
Staff's recommendations of numerical book entries. The net 
investment in utility plant for return is changed to 
$1,707,677.37 t:esulting in a rate of return on net 
investment per company books of 9.62%. An accounting 
correction in the annualization factor adjustment figure 
after proposed rate adjustments produces an operating income 
for ceturn of $165.723.61 and considering the net investment 
in utility plant for return of $1.707.677.37 renders a rate 
of return on net investment of 9.69%. 

The late 
Distr:ibution 
commission's 
follows: 

exhibit of "Inventory and Appraisal of Electric 
System" affects other recommendations of the 

Accounting Staff and they are altered as 

Account 101. Utility Plant in Service $1.248.882.88 

Account 100. Accumulated Provisions for Depreciation of 
Utility Plant in Service $88. 860. 49 

Account 116, Other Utility· Plant Adjustments $1,, 160,022.45 

In the Staff's recommendation that the plant adjustment be 
written off over a 20-year period to Retained· Earnings, the 
accounts are modified as below: 

Account 116, Other Utility Plant Adjustments $58,001.12 
Account 216, Unappropriated Earned surplus $58.001.12 

P!r. warren testified that in his opinion certain 
accounting ent~ies as set out below vill afford a method to 
enable the commission to have cognizance of the effect of 
patronage dividends for rate making purposes artd will 
provide a means for consumers, whose contributions or 
revenues make the existence of patron age dividends possible, 
to be assured of receiving just consideration for their 
contribution to capital credits. 

Accordingly, the present account balance vi th Blue 'Ridge 
should be recorded on the books of Nev River by .making the 
following entry: 

Account 12~, Other InTestments $48ij.918.50 
~ccount 216. Unappropriated Earned surplus $~84.918.50 
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Then each year vhen notice is received of that year• s 
dividend amount from Blue Ridge Electric !1embership 
corporation the entry should be used to reduce purchased 
pover expense and increase the investment as follovs: 

Account 124, Other Investments XIXX 
Account 55, Purchased Power XXXX 

ThE results on the computations on the rate of return on 
net utility plant including patronage dividends after 
proposed gross revenue changes and after late filed property 
information is 9.691. 

The return on net utility plant without the inclusion of 
patronage dividends is 6.04~. 

Replacement cost supplied by Southeastern Consulting 
Engineers, Inc., in Accounts 362, 364, 365, 366, 367, 3681, 
368B, 369, 370 and 373, total !2,342,788.17, and vhen summed 
vitb information supplied by Nev River in Accounts 36D, 361, 
391. 392, 393, 394, 395, 396, 397 and 398 total $220,553.47, 
combine to give a replacement cost of electric utility plant 
in service of $2,563,341.64. 

The dete-rmination of replacement net utility plant in 
service vas established by multiplying the tota1 replacement 
Talue of electric utility plant in service by a percentage 
coaputed· from book depreciation reserve and book total p1ant 
in ser'fice which results in an amount of $2,036,870.90. 

ftr. Willis testified that the Engineering Staff of the 
Com.11ission after conducting a service reliability 
in'festigation, vith respect to Rev River, made the following 
conclusions: (1) Nev River provides adequate service to its 
customers and maintains proper voltage according to the 
Commission• s rules, vith minor e~eptions; (2} wev River's 
11etecing is vithin the standards set by the Commission: 
(ll system losses are lov and declining., which is generally 
indicative of sufficient distribution plant construction; 
(tq Rev River• s adherence to the Rational Electrical Safety 
code is good with respect to road and line clearances but 
needs attention given to the trinl!ing of trees in cights-of­
vay areas. 

At the conclusion of th·e hearing, 
Applicant and the Commission staff va ived 
and the ■atbr was taken under advisement 

counsel for the 
filing of briefs 
by the commission. 

· Based upon the entire record of this proceeding, the 
Co■ mission makes the following 

FINDINGS OF FACT 

1. Applicant, uev Rivec Light and 
business enterprise of ~ppalachian State 
subject to the jurisdiction of this 
purpose of fixing its rates and charges 

Paver Company, is a 
University and is 

commission for the 
pursuant to the 
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pro•isions of G. s. 116-46 (5). Appropriate notice of this 
application was gi.ven to Applicant's customers,. 

2. Applicant has experienced an increase in wholesale 
cost of energy purchased f_ro11 its supplier, Blue Ridqe 
Electric l"lembership corporation, follovi'ng a vholesaie 
increase in cost in its energy purchases ftom Duke Paver 
Company, as approved by the Federal Power commission, which 
has the effect of increasing its annual operating expenses. 

3. The increases requested by the Applicant vould result 
in an additional annual gross operating revenue of 
approximately !75,887.35 based on the 12 months ending June 
30, 1971. 

Q. Und?.r ~pplicant•s existing rates for the 12-month 
period endin1 June 30, 1971, it reali-zed approximately 
$1,.093,378 .. 52 in gross operating reve'nues, and considering 
total operating expenses of $932,8~4.07, and a customer 
annualization factor of 2.37,, Applicant's operating income 
for return was $164,339.12. 

5. under the rates proposed by the Applicant in this 
~roceeding it would i:ealize gross operating revenues of 
$1,169,265.87 and considering projected total operating 
expenses of !1,007,612.19 alonq with the customer 
annualization factor, Applicant vill realize operating 
income for return of approEimately $165,~84.88. 

6. After appropriate accounting adjustments, including 
the crediting of capital credits (patronage dividends) 
against the cost of purchased paver, as recommended by the 
Commission's Staff accounting witness, the AppliCant 
experienced a rate of return on the original cost of its 
property (less deprecia tionl '(net investment) of 9.62" under 
its existing rates. Omitting the capital credits as a 
credit aqainst purchased paver costs reduces the above 
stated rate of return to 5.97%. Based upon the proposed 
rate increase requested herein, Applicant vo11ld have a net 
investment in utility plant for return' of approximately 
$1,707,677.37, and under the requested rates vould realize a 
return on net investment of approximately 9.6QJ after giving 
effect to accounting adjustments, including crediting of 
capital credits against the cost of purchased paver. 
Excluding the crediting of capital credits against the cost 
of purchased pover, Applicant's rate of return on net 
investment under the requested rates would be 6.0 1u:. 

7. To require the Applicant to absorb the increase in 
wholesale energy cost imposed upon it by its supplier, Blue 
Ridge Electric Kembership Corporation,. would result in the 
Applicant being required to operate at a rate of return that 
vould be less than just or reasonable or sufficient.for the 
Applicant's utility o~erations. 

8. The rates proposed by the Applicant are just and 
reasonable and •.ill approximately offset the increased cost 
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of wholesale electricity imposed upon it by its supplier, 
Blue Ridge Electric ftembership corporation. 

9. The Inventory and Appraisal of the Electrical 
Distribution system conducted by southeastern Consulting 
Engineers, Inc., and completea in August 1971 on behalf of 
Nev River Light and Power Company is found acceptable as 
representing the original cost of New River's total 
investment of $2,115,958.81, and the accn11ulated 
depreciation of $434,585.22 is found proper in establishing 
a depreciated value of $1,681,373.59 fOr the net electric 
utility plant in service. 

Based upon the foregoing Findings of Fact, the commission 
makes the f clloving 

CONCLUSIONS 

T,he commission concludes that to reqaire Nev River to 
absorb the increases in wholesale energy costs imposed upon 
it by its supplier, Blue Ridge Electric ftembership 
corporation, would result in requiring the company to 
operate at a rate of return that is less than just and 
reasonable. 

The commission is further of the opinion that the rates 
authorized pursuant to this order are just and reasonable 
under the operating conditions vhich the Applicant is nov 
experiencing, and that the increases allowed herein will 
permit the Applicant to maintain its facilities and services 
in accordance vi th the reasonable requirements of its 
customers and to re·asonably meet its income requirements to 
maintain and improve service to its customers. 

eased upon the foregoing Findings of PaCt and Conclusions, 

IT IS, THEREFORE, ORDERED as foliovs: 

(11 Tbat the increase in rates and charges in the form of 
a ;_ 211 increase for all classes of service as filed by the 
Applicant in this proceeding be, and the same hereby is, 
approYed as being just and reasonable. 

(2) That approval of Applicant's proposed rate increase 
b.as the effect of satisfying the conditions of the 
Undertaking filed by the Applicant in thi's proceeding under 
G.s. 62-135 and approved by the commission on nay 28, 197'1, 
and therefore no refunds vill be necessary under the 
provisions of the Undertaking unless a reduction in charges 
for wholesale energy occurs as a result of the Federal Power 
commission's decision in FPC _Docket No. E-7513 relating to 
nuke Pover Company's filed wholesale rates and Blue Ridqe 
Electric Membership corporation subsequently reduces its 
charges to Nev River for wholesale energy. In such case, 
refunds will be made as outlined in G.S. 62-135(c) and will 
be equal to the computed difference in the approved and the 
interim wholesale cost. This total amount is to be refunded 
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to individual customers based on the percentage reduction in 
the surcharge within thirty (30) days after notice of such 
decision, and this commission is to be notified immediately 
of any such reduction. 

(3) That Capital Credits (patronage dividends) be placed 
in the accounting records of Nev River by making the proper 
entries into Accounts 101, 108, 116, 124, 216 and 555 as 
recommended by the Commission•s Accounting Staff and 
illustrated vi thin the body of this Order. 

ISSUED BY ORDER OF THE COlUtlSSION. 

This the 14th day of December, 1971. 

NORTH CAROLINA UTILITIES CO8MISSION 
Katherine ft. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. E-15, SOB 18 

B,EPORE THE NORTH CAROLINA UTILITIES COl!U!ISSIOH 

In the Matter of 
Application,of Pamlico Pover & Light 
Company, Incorporated. for Increase 
in Bates and Charges 

ORDER APPROVING 
INCREASES IN BATES 
AND CHARGES 

HEARD IR: The Commission Hearing Room. Ruffin Building, 
Raleigh, North Carolina, on s eptember 27, 1971 
at 2:00 P.M. 

BEFORE: Chair man H. T. 
commissioners John w. 
Wooten, ~iles H. Rhyne. 

Westcott, 
l'tcDevitt, 

and Hugh A. 

APPEARANCES: 

For the Applicant: 

George T. Davis 
Attorney at ta v 
Swan Quarter, North Carolina 

For the Commission Staff: 

~aurice w. Horne 
Assistant Commission ~ttorney 
Ruffin Building 
Raleigb, North Carolina 

Presiding,· 
1'1arvin R. 
Wells 

BY THE CO!'ll'HSSION: On April 1, 1971, Pamlico Paver and 
Light Com~anv, Inc., hereinafter referred to as "Pamlico", 
filed an application vith the commission seeking authority 
t.o increase its electric rates and charges to residential 
and commercial customers in its service area in Dare and 
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Hyde counties in North Carolina, and more particularly, 
authority to increase its rates to recover approximately 
9.261 increase in the wholesale price of electric paver 
purchased from its supplier, Virginia Electric & Paver 
Company (Vepco) as approved by the Federal Power Commission. 
The increase in the cost of paver purchased by Pamlico from 
Vepco was said to be approximately $10,762 per year., based 
upon 12-months sales ending June 1970. 

The Applicant requested that the filed tariffs be 
authorized to become effective on or after May 5, 1971. on 
April 22, 1971, the com~ission Staff filed a preliminary 
report of its reviev of the proposed increases. Pamlico 
filed an a~endment on April 29, 1971, to its rate schedules 
filed on April 1, 1971, making certain changes in its rate 
structure as originally proposed. The amendment vas allowed 
by the Commission• s Oeder of April 30, 1971. 

By order issued on April 30. 1971, the commission, being 
of the opinion that the application affects the interest of 
the using and consuming public in the area served by Pamlico 
and that the public should have an opportunity to intervene 
or protest the application if it so desired, suspended the 
filed effective date of the application and set the matter 
for investigation and hearing on September 30, 1971, and 
required that Pamlico publish notice attached to the 
Commission's order of the proposed increases by mailing such 
notice by first class mail to each of its customers 
receiving service from Pamlico, and thereafter advising the 
conmission in writing the date on which said notice vas 
mailed to its customers. The Com.11ission• s Order further 
declared this proceeding to be a general rate.case pursuant 
to G.S.. 62-133 and directed the Accounting Staff of the 
commission to make an examination of the books and records 
of Pamlico. 

On May 14, 1971, Pamlico pursuant to the provisions of 
G.S .. 62-135, filed undertaking requesting that the 
Commission authorize it to place into effect the requested 
increases inasmuch as the increases proposed related to the 
wholesale cost of electricity and increases thereon imposed 
by Vepco, pursuant to approval by the Federal Pover 
Commission. Pursuant to the undertaking Pamlico agreed to 
refund to its customers any amounts under the application, 
together with 6'.I: interest per annum, vhich said amounts vere 
found to ·be excessive by the Commission after bearing. By 
Order issued !'lay 28, 1971,·the commission approved Pamlico's 
undertaking and allowed the reguested increases to be placed 
into effect by Pamlico, subject to refund, and pending final 
determination of the investigation and hearing on its rate 
application .. 

On July 23, 1971, the Commission issued an order changing 
the date of the hearing to September 27, 1971, on its own 
motion and required that Pamlico mail or deliver to each of 
its customers notice of the rescheduled hearing. 
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The matter was called for hearing at the time and place 
specified in the Commission's Order. No one appeared at the 
hearing to protest the rate application. 

ftr. P. D. Midgett, Jr., President and l'fanager of Pamlico, 
testified in support of its application. He stated that the 
Company vas incorporated in 1935 and that he had position of 
Secretary-Treasurer until 1938. Since 1938, ri:r. l'fidgett 
indicated that he has teen President of Pamlico and has 
supervised all of its operations from the beginning. He 
further stated that Pamlico provides service to its 
customers throuqh 260 miles of line having approximately 
1600 residential customers and in excess of 200 commercL1.l 
customers. He indicated that the franchised territory of 
Pamlico is =haracterized by a low density area resulting in 
more investment in plant being necessary per subscriber to 
provide service. He indicated that Pamlico's rate 
application was solely for the purpose of recovering 
increases in wholesale cost of electricity imposed upon it. 
by its supplier, Vepco, as approved by the Federal Povet 
Commission. He further stated that the rates requested fell 
short of providing for recovery of the total increase in 
wholesale electric cost. Dnder the amended application, he 
stated that electric users falling in lover block usage 
would experiP.nce certain r-ate reductions and that the 
highest. increase which would be elCperienced by customers 
consuming in the range of 600 kilowatt hours would be 
approximately $1. 20 per customer. 

ftr. Midgett testified that in his opinion the replacement 
cost of Pamlico' s properties would be approrimately twice as 
much as the net investment reflected on the company's books 
and set forth in staff Exhibit No. 1. Re stated that his 
opinion was baserl upon the fact that the greater part of the 
lines constructed vere built vhen the costs of obtaining 
properties vere considerably less than they are at present 
time. 

~r. ~idgett further stated that if the application for the 
requested increases relating to its wholesale energy costs 
was not granted, Pamlico would experience difficulty in 
financing which Pamlico deemed to be necessary in the 
immediate future to improve its facilities and service. He 
stated that Pamlico 1 s immediate plans vere to replace 
approximately 9 IPiles of line vith a 3q ,SOD volt line and 
that the cost for such improvement vould be approximately 
$60,000.. Thereafter, Pamlico intends to add an ad:iitional 
12 miles of line by way of rev1r1nq and within 3 years 
increase its miles of lines approximately QO additional 
miles, resulting in an expense to the company in connection 
with this investment in plant of $100,000. 

In commenting on the Commission Staff's prefiled testimony 
relating to system paver losses, Kr. Kidget indicated that 
system losses averaged approximately 171 and that Pamlico 
had chanqed conductors and put in capacitors in order to 
mitigate this problem, and further acknowledged that the 
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problem miqh t be further solYed by lengthening the 
transmission lines. Sr. "idgett indicated to the commission 
that he has available to him engineering assistance aDd 
advice which is utilized in Pamlico's operations. 

The Commission Staff offered evidence through the 
testimony of ~ichael c. Warren, Staff Accountant, and 
William J. Willis, ,lr., Electrical Engineer.. The commission 
Staff's audit indicates that Pamlico 1 s gross operating 
revenues amounted to $383,979 for the test period under its 
existing rates, and that considering total operating 
expenses of $346,862 and an annualization factor of 3.6261, 
Pamlico•s operating income for return vas $37,918. ~he 
staff's evidence indicates net investment in utility plant 
for return of $621,Jq4, resulting in a rate of return on net 
investment per company books of 6.10%. After consideration 
of· the proposed rate adjustments amounting to approximately 
$10 ;871 with respect to Pamlico•s wholesale energy cost and 
certain other 'adjustments reflected in the Staff's audit, to 
vhich Pamlico takes no exceptions, the staff's evidence 
indicates that Pamlico vould have gross operating revenUes 
of $392,446 vith total operating expenses of $357,975 and 
considering an annualization factor of J.626~, vould result 
in an operating income for return of $35,161. With certain 
adjustments including federal and state accruals and 
Pamlico•s allowance for working capital, the Staff's 
evidence indicates that Pamlico•s net investment in utility 
plant for 't'eturn after giving effect to the proposed rate 
request would be approximately $614,169 and would result in 
a rate of return on net investment of 5.731. 

~r. Willis testified that the engine~ring staff of the 
commission after conducting a service reliability 
investigation, with respect to Pamlico, made the following 
conclusions: (1) Pamlico provides adequate service to its 
consumers but has some problems maintaining voltage 
standard:,;:;; (2) Pamlico• s metering is within the standards 
set by t be commission; (3) System losses are excessively 
high which is indicative of the need for nev distribut.ion 
plant constructiori.. The reduct.ion of system losses can 
effect a substantial .. savings in wholesale energy cost spread 
out over future years; (4) Pamlico• s adherence to the 
National Electrical Safety Code is good vith respect to road 
and line clearances but needs attention given to the height 
of substation bushings on voltage regulators; (S) Pamlico 
bas taken measures to reduce system losses by purchasing and 
installing capacitors, balancing the loads and building nev 
primary lines; (6) Pamlico•s major causes for outages are 
lightning, open fuses, and the effect of tree limbs hitting 
or crossing lines; and {7) the distribution plant in service 
appears to hl't.Ve a high average age but is in good repair. 

At the conclusion of the hearing, 
P.pplicant and the commission Staff vaived 
and the matter vas taken under advisement 

counsel for the 
filing of briefs 
by the Commission. 
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Based upon the entire record of this proceeding, the 
comtlission makes the following 

FINDINGS OF FACT 

{1) Applicant Pamlico Paver and Light Company, 
Incorporated, is a duly franchised · and operating public 
utility under the lavs of the State of North Carolina and is 
subject to the jurisdiction of this commission for the 
purpose of fi xinq its rates and charges. 

{2) Appli=ant has experienced an increase in wholesale 
cost of energy purchased from its supplier, Vepco, as 
approved by the Federal Paver Commission which has the 
effect of increasing its annual operating expenses. 

(3) The increases requested by 
in additional annual gross 
approximately $10,871. 

the Applicant would result 
operating revenues of 

(4) Under Applicant's existing rates for the 12-month 
period ending December 31, 1970, it realize~ approximately 
t383,979 in gross operating revenues, and considering total 
operatinq expenses of $346,862 and a customer annualization 
factor of 3.626~, Applicant's ope~ating income for return 
vas $37, 91!3. 

{5) Under the rates proposed by the Applicant in this 
proceeding, it would realize gross operating revenues of 
$392,446 and considering projected total operating expenses 
of $357,975 along with the customer annu aliza tion factor, 
Applicant will realize operating income for return of 
approximately $35, 161~ 

(6) The Applicant experienced a rate of return on net 
investment of 6.101 under its existing rate structure. 
After giving consideration to the proposed rate adjustments, 
Applicant would have a net investment in utility plant for 
return of approximately $614,169 and would realize a return 
on net investment of approxi~ately 5.731. The reasonable 
replacement cost of Applicant's utility properties as of the 
end of the.test period amounts to approximately !1,2112,788, 
based upon the uncontradicted testimony of Applicant's 
President and nanager. 

(7) To require the Applicant to absorb the increases in 
vholesale energy cost imposed upon it by its supplier, 
Vepco, and approved by the Federal Power commission, vould 
result in the Applicant being required to operate at a rat.e 
of return that vould be less than just or reasonable or 
sufficient under the Applicant's operations as a public 
utility. 

(8) The rates proposed by the Applicant are just and 
reasonable and vill not more than offset· the increased cost 
of vholesale electricity imposed upon it by its supplier, 
Vepco, and approved by the Federal Fower Commission. 
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Based upon the foregoing Findings of Fact, the Commission 
makes the following 

CONCLUSIONS 

The commission concludes that to require Pamlico to absorb 
the increases in wholesale energy cost imposed upon it by 
its supplier, Vepco, and approved by the Federal Paver 
Commission, would result in requiring the company to operate 
at a rate of return that is less than just and reas·onable 
under its operations as a public utility. 

The Commission is further of the opinion that the rates 
authorized pursuant to this Order are just and reasonable 
under the operatinq conditions vhich the Applicant is nov 
P.x:periencing, and that the increases allowed herein vill 
permit the Applicant to maintain its facilities and services 
in accordance vith the reasonable requirements of its 
customers in the territory covered by its franchise and to 
reasonably m~et its financing requirements to maintain and 
improve service to its customers. 

Based upon the foregoing Findings of Fact and Conclusions, 

It IS, THEREFORE, ORDERED as follows: 

(1) That the schedule of 
this proceeding be, and the 
being just and reasonable. 

rates filed by the Applicant in 
same hereby is, approved as 

(2) That approval of Applicant•s proposed rates herein 
has the effect of satisfying the conditions of the 
undertaking filed by the Applicant in this proceeding under 
G.S. 62-135, and apr,roved by the commission on ftay 28, 1971, 
and therefore, no refunds vill be necessary under the 
provisions of the undertaking. 

(3) That the Order of suspension issued by the commission 
in this proceeding on April 30, 1971, is hereby vacated. 

ISSUED BY ORDER OF THE COMMISSION. 

This 13th day of October, 1971. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine H. Peele, Chief Clerk 

DOCKET NO. E-15, SOB 18 

WELLS, CO~!'fISSIORER, DISSENTING: The applicant in this 
case has not come close to carrying the burden of proof in a 
general rate case upon which the commission would be 
justified in predicating an upward adjustment in the 
applicant• s rates. 
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The findings of fact set forth in the Commission's Order 
are not sufficient upon vhiCb to predicate an increase in 
rates nor are the findings of fact based upon material, 
competent and subs tan ti al evidence in the record. 

For instance, Pinding of Pact No. 2 states that the 
applicant has experienced an increase in wholesale cost of 
energy purchased from its wholesale supplier Virginia 
Electric Power Company, as approved by the Federal Power 
commission, which bas the effect of increasing its annual 
operating expenses. There is not one shred of evidence in 
the record to indicate what, if any, action has been taken 
by the Pederil l Pov er Commission to allow VEPCO to increase 
its rates to the applicant, other than a brief stateraent by 
litr .. l'lidgett, the President of applicant, as follows: 

HThe purpose of the request for an adjustment of the rates 
was specifically to offset. the increase in cost of 
purchased power brought about by a rate increase that 
VEPCO applied for vith the Federal Power commission and 
which was approved by the Federal Power Commission 
appro,cimately thirty days ago, thirty to Sixty days", 

and a figure included in the staff audit of $11,384.25 of 
increase in wholesale rates from VEPCO, with no evidence to 
indicate the basis upon which that figure vas determined nor 
no reference to the proceedings before the Federal Power 
Commission which might have provided the basis for such a 
figure .. 

Finding of Fact No. 5 cannot possibly be justified without 
a determination of the increased cost of purchased power, 
and therefore contains the same fatal weakness as Finding of 
Yact No.. 2. 

No. 7 contains. the same fatal weakness, 
tban an assumption of the effect of an 

cost to applicant, with not.hing in the 

Finding of Fact 
and is nothinq more 
increase in energy 
record to justify it. 

Finding of Fact No. 6 contains a finding that the 
reasonable replacement cost of applicant's utility 
properties as of the end of the test period amounts to 
approximately $1,242,788 "based upon the uncontradicted 
testimony of applicant's president and manager". The 
uncontradicted testimony allUded to in Finding of Fact No. 6 
on replacement cost consists of the following exchange 
between applicant's counsel and the witness "idgett, to be 
found on Page 7 of the transcript of this case: 

"Q •••• Hov do the hook value of the corporation assets 
and replacement value of the assets compare? 

•~ .. Replacement value would be considerably more than the 
book value. I would estimate at least twice as 
much." 
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on cross examination relating to 
following occurred, as shown beginning 
transcript: 

this testimony, the 
on Page 11 of the 

11 0. l'lr. !'lidgett, vhat study, if any, did you make to 
determine replacement cost vould be approximately 
twice as much as the book cost of the company's 
property? 

• A. Prima"rily the fact that the greater part of this line 
was built back vhen materials were cheap. Foi: 
instance, vhen Y built the Q2 miles from Englehard to 
"anns Harbor or the 16 miles fFom Englehard to 
Fairfield, I bought poles for $3.75 delivered and 
copper -for 9 cents a pound. T·he compari!l,ble pole nov 
costs S22 and copper costs around 68 to 70 so to 
start replacing it now it vould be terrific." 

In addition to the foregoing glaring errors in the 
Commission's findings of fact, there is no finding of fact 
as to the fair value of the applicant's property, nor has 
the Commission determined a rate base. 

The recora. in t1l:1.s case 11ill show that the applicant 
submitted no accounting testimony developed by the 
applicant, neither vith respect t::> plant value and required 
working c"apital, nor vith respect to operating income and 
expense. Early in the presentation of applicant's case, 
applicant's president vas asked on direct examination if 
applicant were willing to accept and adopt the Commission's 
audit report, vhich elicited a positive answer, and 
applicant thereupon proceeded without making any further 
contribution to the record with regard to the fiscal aspects 
of its opera ti on. 

Admittedly the applicant•s operation is small, but this is 
no ind.ication that it is not extremely profitable to the 
applicant. The audit does not shov a number of things. 
needed to enable the commission to determine vhether the 
applicant's fiscal affairs are being properly managed. 

The record does shov, however, from the testimony of the 
staff's electrical engineer, that applicant's system is 
being opented in a manner which when judged from 
engineering principles indicates that the system could stand 
a great deal of improvement, ·and that if such improvements 
had been made before this rate case vas heard, the 
applicant's rate of return vould have been substantially 
affected._ fir. Villis, the staff's electrical engineer vho 
investigated the technical aspects of the applicant's 
syste■, testified (uncontrad.icted) that the applicant was 
experiencing very heavy line losses on its system, shoving 
that over a period of the last seven years these line losses 
have averaged app~o:r:imately 171:., and that although the 
seven-year trend had indicated no change toward the worse, 
the lin~ losses had not improved over the seven-year period. 
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11r. Aillis has t.he apparent qualifications to make 
engineering judgments of the efficiency vith vhich · 
applicant's system is operating. Applicant indicated in its 
testimony thst it does not haTe any engineering advice 
a.Yailable to it, except that vhlch may have been farnished 
to it on an incidental basis from time to time by ■e■bers of 
the staff of VEPCO.. In spite of l!r. Willis' testiaony 
indicating these deficiencies in the applicant's system and 
manner of operation, and specific recommendations on the 
part of ,tr. Willis as t·o hov these circumstances might be 
corrected ilnd the steps the applicant needed to take in 
order to reduce its line losses, including a recommendation 
that applic~nt retain a consulting engineer, and despite a 
recapitulation of this evidence in the Commission''s order, 
the commission has taken no action whatsoever to encourage 
or enjoin applicant to take the needed corrective actions. 

The applicant has obviously traded upon the commission's 
ezpErtise and Staff availability to the point of achieving 
its requested rate increases. It allowed the commission's 
accounting staff to do all of the accounting and fiscal 
analysis and relied entirely upon that presentation to carry 
its burden in those areas: yet in the area of engineering 
expertise, after careful analysis and evaluation by the 

· Commission's engineering staff. these recommendations have 
been brushed aside and ignored in the majority Order. 

For these reasons, I feel that the majoritv Order must 
fail and that the small number of customers being served by 
this system are being denied the opportunity to receive 
electric service from this public utility at fair and 
reasonable rates.. In addition, I gather from the 
engineering testimony that this system cannot be described 
as reliable from a long-range point of viev, and that the 
Commission action in this case vill mltimately result in a 
system which is not only inefficient but also unreliable. 

Hugh A. Wells, commissioner 

DOCKET NO .. E-19, SOB 13 

BEFORE THE NORTH ·CAROLIN~ UTILITIES COHKISSION 

In the Katter of 
Application of Roselle Lighting company 
Incorporated, for Increase in Rates and 
Cha .cges 

ORDEB APPROVING 
INCREASE IN 
RATES AND CHARGES 

HURD IN: 

BEFOBE: 

The ~ommission Hearing Room, Ruffin Building, 
Raleigh, North Carolina, on Septembe.c 28, 1971, 
at 10: 00 ~.M. 

Chairman H. T. Westcott, (Presiding) , 
Commissioners John a.. t1cDevitt, l!arvin R. 
Wooten, ~iles H. Rhyne, and Hugh A. Wells 
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APPUUNCES: 

For the A-pplicant.: 

v. Talmage Shuford, Esg. 
205 Wachovia Bank Building 
P. o .. Box 58, Salisbury, Horth Carolina 28144 

Fort.he commission Staff: 

William E .. Anderson, Esq. 
Assistant Commission Attorney 
North Carolina Utilities com11ission 
P. o. Box 991, Raleigh, North Carolina 27602 

WELLS, COHr.lISSIONER: On February 15, 1971, Roselle 
Lighting co11.pany, Inc., hereinafter referred to as 
"Roselle", filei an application with the co11.mission seeking 
autbority to increase electric rates and charges to 
residential and commercial customers in its service area in 
Rowan County in Horth Carolina, and .more particularly, 
authority to increase its rates for immediate relief to 
offset higher paver cost resulting from a wholesale increase 
of approximately ! 10,320.61 (based upon the 12 months ending 
December 22, 1970) from the City of Landis, its supplier, 
who in turn received the same increase from Duke Power 

•Company, its supplier, in accordance vith a filing with the 
Federal Paver Commission {Docket No. E-7513), vhich increase 
vas made effective December 15, 1970, under bond, pending 
the final decision of the Federal Pover Commission. 

On ftarch 1, 1971, Roselle filed an Undertaking with the 
commission seeking permission to institute a surcharge on 
its com111ercial and residential rates to offset its increased 
cost of wholesale energy.. By order dated Karch 4, 1cn 1, the 
Commission approved an Undertaking vith refund conditions, 
as provided for in G.s. 62-135, sufficient to cover the 
increased cost of wholesale energy, in the form of a 7. 3i 
surcharge on all current schedules eEcept street lighting. 

By a further Order issued on rlarch 15, 1971, the 
Commission, being of the opinion that the application 
affected the interest of the using public in the area served 
by Roselle and that the public should have the opportunity 
to intervene or protest the application if it so desired, 
suspended the filed effect.i ve date of the application and 
set the matter for investigation and hearing on September 
28, 1971, an~ required that Roselle publish notice attached 
to the Commission's Order of the proposed increase in a 
newspaper having general circulation in the area in vhicb it 
provides electric service, and that Roselle send a copy of 
said notice to each of its customers by mail and thereafter 
advise the commission of the date on which said notice vas 
mailed to its customers. 
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The matter vas called for hearing at the time and place 
specified in the commission• s order. No one appeared at the 
bearing to protest t.he rate application. 

SU~ffARY OP EVIDENCE 

"r· Chester D. ZUIII Brunnen, a certified Public Accountant, 
stated that he had been doing accounting work for Roselle 
since 1948 and that to the best of his knowledge no rate 
increase, other than the interim increase requested and 
granted pending final determination in this docket, had ever 
been requested. He testified that in the last four or five 
years profits had decreased steadily to the point that as of 
December 31, 1970, net'. income vas $5,292.70 and as :,f the 
year ending July 31, 1q71, had declined to a net loss of 
$801.03. 

nr. zum Brunnen stated that the company was in financial 
difficulty and that for the Company to operate efficiently• 
to pay a reasonable dividend and to compete in the money 
market. it would be necessary to receive the full 20.4% 
increase in rates as requested. He related that Roselle bas 
tvo full-time employees and one part-time employee and that 
nr. Alexander, the nanaqer, serves as bookkeeper and is 
completely in charge of the office, and that when the 
occasion demands it, helps the lineman. 

l!r. Zum Brunnen, in discussing the financial position of 
Roselle. indicated that the cash position as of July 31, 
1971, was a bank over-draft of $1,749.33 and that the 
Company was unable for the first time to meet its current 
obligations. 

fllr. Zum Brunnen further stated that retained earnings at 
December 31, 1969, had decreased to $2,842.12 and that this 
reflects the difficulty the business has had for the last 
four or five years. Using the income tax method of 
accounting, return on net investment in electric utility was 
a negative rate of return at July 31, 1971, and that he was 
advised by a hank that no additional funds would be 
available. He commented that the rising cost of operation 
and the cost of paver purchased are recurring costs and he 
would expect these costs year after year. 

"r• Robert E. Alexander testified that he has been an 
employee of Roselle since November of 1956 and that he holds 
the position of General Manager and Treasurer. Mr. 
AleEander stated that over the past five years the financial 
position of the Company has been "touch and go" and that it 
had to be "nursed" along to make ends meet: and fui:-ther that 
in conversing vith Mr. George W. Carey . ., Executive Vice 
President of the ~erchants and Farmers Bank, a correspondent 
bank of North Carolina Rational Bank, he vas informed that 
any amount over Roselle's present indebtedness of 55 to 56 
thousand dollars would be very closely governed by North 
Carolina National Bank. 
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Hr. Alexander related that Roselle had been able to 
function in the past with one lineman because of a working 
arrangement with the Tovn of Landis, whereby labor obtained 
fro ■ the Town of Landis vas billed to Roselle but for the 
safetv of Roselle's individual lineman, it vas necessary-to 
hire an additional man for line vork. 

ftr. Alexander testified that vhen he asked the Town of 
Landis for a wholesale rate decrease in order to secure a 
more equitable billing arrangement to Roselle, he was 
infor11ea that the Town was Unanimously opposed to the 
proposal. 

In reference to the proposed rate increase, ftr. Alexander 
stated that if the requested increased rates were granted, 
it would probably take four or five years to stabilize the 
company financially. 

fir. Lampke-, President of Southeastern consulting 
Engineers, testified that his firm made its first 
association with Roselle in the middle or late 1950 1 s. Tn 
that connection, l'lr. 1.ampke stated that he has been 
impressed vith the em(lloyees of Roselle for their capability 
and dedication to their work. In reference to the rate 
increase proposals, he pointed out that his firm had 
computed the projected increase in wholesale energy costs 
for the period of December 1969 through December 1970, which 
indicated that wholesale pover costs vill increase 16.~I. 
er. I.ampke stated that he thought that the need for capital 
improvement, increased cost, together vith insuffiCient 
revenues generated from the present rate schedules, were the 
reasons for Roselle's declining earnings. 

When 
I.a 11pke 
others 

asked about National Electrical Code 
responded that the majority had been 
vere in the proc~ss of correction. 

violations, l!r. 
corrected and 

Br. warren of the Commission's Accounting staff testified 
regarding the staff •s audit of the company• s books and 
records. He testified that the commission Staff's audit 
indicated that Bose.lle 1 s gross operating revenues amounted 
to S141,5?6.76 for the test period under its existing rates, 
and that considering total operating expenses of 
$136,283.78, Roselle's operating income for return vas 
.$431.76. Tbe Staff's evidence indicated a net original cost 
investment in utility plant of $171,935.26, resulting in a 
rate of return on net investment of .251. After 
consideration of the proposed rate increases amounting to 
approximately $27,q49.97, Roselle's increased wholesale 
energy cost and certain other normalizing adjustments 
reflected in the Staff's audit (to vhich Roselle took no 
exception}, the Staff's evidence iRdicated that Roselle 
vould have had gross annual operating revenues of 
$169,524.73, total operating expenses of $1411, 832.38, 
resulting in an operating .income for return of $18,870.00. 
With certain adjustments including the effect of Federal and 
Stat.e tax accruals on Roselle's allowance for working 
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capital, the Staff's evidence indicated that Roselle's net 
investment in utility plant for return after giving effect 
to the proposed rate request. voald be approximately, 
$169,362.49 and would result in a rate of return on net 
investment of 11.14i. (!!r. Warren stated that the variance 
in Roselle's exhibit sl:!-oving return on net utility 
investment 3.nd the staff's similar exhibit vas caused by 
Roselle proformi ng capital expendi tar es in its adjustments.) 

The Accounting Staff, in its testimony, recommended that a 
customer count by month for each class of customers be tept 
on a continual basis and that outside line activity be 
observed periodically so that the proper portion of lineman 
salaries can be capitalized when he is performing 
construction activities. 

P!r. Clapp, Staff F.ngineer, testified that Lt appeared that 
Roselle is properly maintained, properly regulated, and 
attempts to ensure good service to its customers. He, 
however, offered the following recommendations to the 
Campany: 

1. That fused blades be installed in all recloser bypass 
switches in the substation. 

2. That loca 1 
determine the 
protection. 

lightning conditions be 
necessity of additional 

studied to 
lightning 

3.. That existing violations of the National Electrical 
Safety Code be eliminated. 

4. That Roselle should negotiate a more equitable 
billing arrangement with the City of Landis. 

5. That Roselle's service conditions be termed 
acceptable for the purposes of the determination of 
acceptability of a rate increase, but that in any 
Order issued, Roselle be required to follow 
Recommendations 1, 2, and 3. 

At the conclusion of the hearing, 
A.pplicant and the co1111ission Staff vaived 
and the matte i:- was taken under advisement 

counsel for the 
filing of briefs 
by the Commission. 

Based upon the entire i:ecord of this proceeding, the 
commission makes the following 

FINDINGS OF FACT 

1. Applicant, Roselle Lighting Company, Inc., is a duly 
franchised and operating public utility under the lavs of 
the State of North carol ina and is subject to t.he 
jurisdiction of this Commission for the purpose of fixing 
its rates and charges. Appropriate notice of this 
application was given to Applicant1 s customers .. 
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2. Applicant has experienced an increase in wholesale 
cost of energy purchased from its supplier, the City of 
Landis, which applies the rate schedule of Duke Pover 
Company applicable to itself for hilling Roselle. The 
Federal Power Commission has approved the new wholesale rate 
schedule under bond while awaiting final determination in 
FPC Docket No. E-7513. 

J. The test period utili~ed by all parties and set by 
the commission in this proceeding vas the 12 months' period 
ending December 31, 1q10. 

4. The original cost of Applicant's investment in 
electric utility plant in service on December 31, 1970, vas 
S166, 101.03 and including allowance for working capital of 
$5,834.23 results in a total cost of $171,935.26. 

5. That the ratio of net operating income for return 
unaer the present rates as applied to the net investment in 
electric: utility plant in service, inc:luaing working capital 
as adjusted for tax accruals, is .25%. After giving 
consideration to the proposed rate adjustments, Applicant 
vould have a net original cost investment of approximately 
!166,101.03 including' working capital allowance of 
!3,261.46, resulting in a total investment of $169,362.49. 
The proposed rates would effect a return on said net 
investment of approximately 11.141. 

6. That after deducting fixed charges from income 
available for fixed charges, there remains a net income for 
equity of 17,836.10: that the common equity investment at 
the end of the test period vas $140, 71 O .. 94, producing a 
return on common equity under the present rates at the end 
of the test period of 5.571. 

7. That the c,bmmissiOn finds that the return on common 
equity of 5.571 is insufficient to compete in. the m.ark:et for 
capital func1s on terms that are reasonable and fair to the 
company's customers and its existing investors, and to 
maintain its facilities and services as they exist, and to 
maint.ain its facilities and services in accordance with the 
reasonable requirements of its customers in the territory 
covered by its franchi'se. 

8. To require the Applicant to absorb the increases in 
wholesale energy cost imposed upon it by its supplier, the 
City of Landis, vhic:h bills Roselle vith the same rate 
schedule approved by the Federal Power commission under bond 
in FPC Docket No. E-7513, vould result in the lpplic:ant•s 
being required to operate at a rate of return that would be 
less than just or reasonable or sufficient for the 
Applicartt•s utility operations. 

9. That in the absence of the Applicant's presenting any 
type of replacement cost data for use in arriving at a fair 
value determination of its used and useful plant in service, 
the Commission finds that the fair value of the property is 
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at least equal to the net original. cost 
$166.101.03 plus allowances for working 
$3.751.31. a total fair value of $169.852.)Q. 

1Q3 

investment of 
capital of 

10. That the rate of return' necessary on the fair value 
of Foselle property. with sound management. to produce a 
fair profit for its stockholders. to maintain its facilities 
and services in accordance vith its obligation to its 
customers an~ to compete in the market for capital funds on 
a reasonable basis to customers and stockhol1ers, is 9.041. 
This rate of return vill produce $21,848.64 of additional 
operating revf!nues_ and vill provide a return on equity to 
t.he common stockholder of 11.0% by providing net operating 
income for return of $15,359.42 on equity of $140.710.94. 
The production of the $21,848.64 in additional gross 
revenues vill result in a flat 16i across-the-board increase 
above the rates in effect. prior to the application of the 
temporarv 7.l~ surcharge allowed in this Docket under prior 
Order of the Commission. The increases granted herein 
represent apnroximatelv A1% of the total amount of increase 
requested hy Roselle. The increases applied for by the 
Applicant in excess of the $21.848.64 are deemed to be and 
are found to be unjust and unreasonable by the Commission, 
and rate increases to produce the additional $21.848.64 
revenues required for the rate of return approved by this 
Order are found to be just and reasonable. 

11. That Roselle is providing reasonable, 
efficient electric service to its customers in 
area within Rovan County. 

CONCLUSIONS 

adequate and 
its service 

The commission concludes that to require Roselle to absorb 
the increase in wholesale energy cost impose1 upon it by its 
supplier, the City of Landis, following an increase in its 
rate from Duke Power company as approved under bond in FPC 
Docket No. E-7513 .would result in requiring the Company to 
operate at a rate of return that is less than just and 
reasonable under its operations as a public ·utility. 

The Commission is further of the opinion that the rates 
authorized p11rsuant to this Order are just and reasonable 
under the operating conditions which the Applicant is nov 
PXperiencinq, and that the increase allowed herein vill 
permit the Applicant to pay its increased cost of wholesale 
energy. to ~aintain its facilities and services in 
accordance vith the reasonable requirements of its customers 
in the territory covered by its franchise, and to reasonably 
meet its financing requirements to maintain and improve 
service to its customers. 

Tt is noted by reference to the engineering files of the 
Commission that Roselle has been able to maintain a level of 
rates in the past which has closely paralleled Duke Power 
Company rates {Duke Power Company being the electric 
supplier to the north and south of Roselle.) The approval 
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of rates gc-anted herein will result in rates that are higher 
than Duke's existing rates but lower than Duke's rates now 
pending before this commission. 

The Utilities Commission takes judicial notice of the 
President's Executive Order No. 11627, entered on October 
15, 1971, establishing Phase 2 of vage and price controls 
under the Economic stabilization Act of 1970 beyond the 
original 90-day period ending November 13, 1971, and the 
establishment of the Price commission pursuant to said 
order, and the rules and regulations of the Price commission 
published in Volume 36, No. 220, Feder~! Register, November 
13,. 1971, 4300 .. 016, Regulate!! Utilit:i~~-• at p. 21,793, as 
amended in Volume 36, No. 222, Federal Register, November 
17, 1971, at p. 21,953. The Utilities Comllliss.ion is further 
.advertent to public statements of guidelines and policies of 
the Price commission urging adherence to stated guideli,nes 
for price increases, and concludes that the North Carolina 
rate procedure, the facts found in this proceeding, and the 
consideration thereof by t.he commission, fixes the rates in 
this procee~ing on the basis that they vill provide no more 
than the minimum revenues necessary to assure continued and 
adequate service. 

The return actually earned from the rates in effect 
immediately prior to the price freeze on August 15, 1971, if 
continued without the increase approved here, vould not be 
adequate to assure continued and adequate service, and this 
Commission finds and so certifies that the increases are 
consistent vith the criteria established by the Price 
Commission and the documentation for s~ch findings are set 
out fu1ly in the Findings of Fact and conclusions herein, 
bas4:d on evidence in record of the public hearing herein, 
and the rate increase approved here is aut·horized solely on 
the basis that ·it is necessary in order to assure continued 
and adequate service t.o the public by the Applicant, 
considering the Applicant's increased wholesale cost of 
purchased power and other expenses, and the purpose of the 
Economic stabilization Act of 1970, as amended. 

This Order is entered subject 
comi::liance vi th all requirements of the 
notice of such increase and subject to 
regulations of the Price Commission as 
such increase. 

to the Applicant's 
Price Commission for 
such other rules and 

may be applicable to 

Bas_ed upon the foregoing Findings of Fact and conclusions, · 

IT IS, THEREFORE, OPDERED AS FOLLOWS: 

1. That effective up9n bills re ride red on and after 
February 1, 1972, for service rendered after January 1, 
1972, the Applicant, Roselle Lighting company, Inc., is 
authorized and permitted to put into effect a flat rate 
across-the-board increase of 16~ on all commercial and 
residential rates of the Company, except street lighting 
rates. such increase in rate schedules shall produce no 
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more than total annualized additional revenues as of the end 
of the test period of $21,848.64, being approximately 811 of 
the increased revenue sought under the proposea increases of 
$26,986.84. such amended schedule of rates and charges 
shall be filed with the Commission by January 15, 1972. The 
surcharge of 7.31 is hereby cancelled effective vith the 
application of the 161 increase on service after January 1, 
1972. 

2. That the approval of Applicant •s 161 across-the-board 
rate increase herein has the effect of satisfying the 
conditions of the Undertaking filed by the Applicant in this 
proceeding under G.s. 62-135 and approved by the commission 
on !larch 4, 1971, and, therefore, no refunds will be 
necessary under the provision of the Undertaking. 

3. Pursuant to 
Engineer, Mr. Clapp, 
immediate action 
recommendations: 

the testimony of the 
Poselle is hereby 

to accomplish 

Commission's Staff 
ordered to take 
the following 

a. That fused blades be installed. in all recloser bypass 
svi tches in the substation. 

b. That local 
determine the 
protection. 

lightning 
necessity 

conditions be 
of additional 

studied to 
lightning 

c. That existing violations of the National Electrical 
Safety code he eliminated. 

4. I£ a reduction in wholesale energy costs occurs as a 
result of the Federal Power commission's decision in FPC 
Docket No. P.-7513 relating to Duke Paver Company's £ield 
wholesale rates and the City of Landis subsequently reducing 
its charges to Roselle for wholesale energy, the flat 16j 
across-the-board increase grantea in this Order affecting 
commercial and resitlential rates of the company and 
excluding street lighting rates will be reduced by a 
percentage that is computed from the wholesale enecgy cost 
reduction divided by the gross opecating revenues during the 
test period. Jl.ny changes of this nature shall be 
immediately reported to the commission and decceases in 
rates on all residential and commercial rates (vith the 
exception of street lighting) shall be placed on all bills 
within thirty (30) days from the effective vholesale energy 
c;ost reduct ion. 

ISSUED BY ORDER OP THIS COMMISSION. 

This the 10th day of December, 1971. 

NORTH C~ROLINA UTILITIES COHHISSION 
Katherine~- Peele. chief Clerk 

(SEAL) 
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DOCKET NO. E-22, SOB 118 

BEFORE TRE NORTH CAROLINA UTILITIES co~~ISSION 

In the ftatter of 
Application of Virginia Electric and Pover 
company for Authority to Adjust Its 
Electric Rates and Charges 

ORDER 

REARO IN: The Hearing Room of t-he co11.mission, Ruffin 
Building, Raleigh, North Carolina, on February 
23,. 24, and- 25, 1971. 

BEFORE: Chairman H. T. westc ott 
Co11missioners John w. rtcDevitt, 
Wooten, !'tiles H. Rhyne and Hugh A. 

(Presiding), 
Marvin R. 

Wells 

APPEARANCES: 

For the Applicant: 

R. c. Howison, Jr. 
Joyner & Howison 
\ttorneys at Lav 
Wachovia Bank Building 
Raleigh, North Carolina 27602 

Guy T. Tripp, III 
Hunton, Williams, Gay, Powell & Gibson 
Attorneys at Lav 
Post Office Box 1535 
Richmond, Virginia 23212 

George D. Gibson 
HuntOn, ~illiams, Gay, Powell & Gibson 
Attorneys at Lav 
Post Office Box 1535 
Richmond, Virginia 23212 

For the Using and Consuming Public: 

I. e. Hurlson 
Assistant Attorney General 
Justice Building 
Raleigh, North Carolina 

For the Intervenors: 

Lon Bouknight: 
Tally, Tally & Bouknight 
Post office Drawer 1660 
FayP.tteville, North Carolina 2q302 
For: Electricities of North Carolina 
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For the commission Staff: 

,aurice W. Horne 
\ssistant Commission Attorney 
North Carolina U-tilitie. Commission 
Raleigh, North Carolina 
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BY THE C0l'IMISSI0N: This pro9eeding was instituted upon 
Application of Virginia Electric and !?over c·ompany 
(hereinafter referred to as 11 VEPCO") on July 20, 1970, 
wherein authority vas sought to increase VEPC0 1 s electric 
rates and ~harges for service rendered to its retail 
electric customers vi thin the State of Horth Carolina. 

Under datP. of August 14, 1970, the commission entered an 
order suspenilinq t.he proposed rates attached and made a part 
of the application, ordered the same set for investigation 
and hearing. subsequent orders were issued allowing 
intervention by the captioned interVenors, changing the 
original date of hearing,. and on December 3,. 1970,, the 
Commissjon issued a modified Notice of Hearing,. setting said 
matter for hearing at the above captioned time and place. 

Among other things in the order issued prior to the date 
of hearing, the Commission required that notice of time and 
place of hP.aring be published in nevspapers having general 
circulation in areas served by VEP.CO in the State of North 
Carolina. Notice of said hearing was published once a week 
for tvo successive weeks in a space covering 1/6 of a page 
in the following newspapers: The News all.9. Observer, 
Raleigh,. DailY ~nd ~ll ,[fil:~ld, Roanoke Rapids,. The 
l!!u:ill.. A.hoskie,. !,hg R..!!~ok.~ BeacQ!!., Plymouth, The !i!!g§­
!~~~, Jackson, Thg Enterpri§~, "artin County, I~ Co~~l!~~g 
times,. "anteo, Ih~ ~ili Advanc~,. Elizabeth city,~ ~!llhg! 
~ald,. Bethel, Ih~ Virgili!!.!!. ~!!Qt, Norfolk, Virginia. 
Publishers• affidavits of said notice were offered as part 
of th~ record in this pr.oceeding. 

Among other things, applicant contends that its proposed 
increases are filed to help offset over'a.11 revenue 
requirements arising from general increases in operating 
expenses, increase's-in cost ·of fuel for generating 
electricity,.· and increases in cost of capital reqUired for 
the company's construction program.. Applicant contended 
that large amounts of additiona 1 capital will pe needed for 
the construction and o_peration of generating and 
distribution facilities to meet its ever-increasing demand 
for addition~l electrical services throughout its territory. 

Applicant offered tP.stimony and exhibits of its witnesses 
John M. ~cGucn,. Vice Chairman,. Boacd of_ Directors and Chief 
E%ecutive Officer of VEPCO; T. Justin Moore, President and 
Cbie

1

f Operatinq and Pinancial Officer of VEPCO~ Alvis PJ. 
Clement, senior Assistant Treasurer and Assistant Secretary 
of VEPCO; John J. Reilly, Director of :Valuation and 
Appraisal Services, Ebasco Services,. Inc. of Bev York; W. w. 
CarpEntec, Director of Utility Rates Services for Ebasco 



1QB ELECTRICITY 

Services, Inc. of Nev York; Charles F. Phillips • .Jr., 
Lexington, Virginia, Professor of Economics at Washington 
and Lee University; Charles H. Frazier, Public Utility 
consultant, appraisal of rate structure proposed by VEPCO, 
including electric water heating and space heating, the 
sum111er-vinter differential proposed in VEPCO 'S scale of 
rates; Carl H. Seligson, Vice President, Research and Senior 
Utility Analyst, Kuhn,. Loeb and company, 40 Wall Street, Nev 
York, N.Y.; Robert s. Gay, Manager of Rates and Contracts 
for VEPCO .. 

The Utilities Commission Sta ff offered testimony of Joseph 
w. Smith, Director of Accounting and Economic Research for 
the Commission; Robert K. Koger, Director of Engineering of 
the Commission; Dr. Ross ft. Robertson, Professor and 
Chairman of Business Economics and Public Policy, Graduate 
School of Business, Indiana Dniversity, Bloomington, 
Indiana. !n tervenors did not offer either oral or 
documentary evidence in this proceeding. 

The parties requested and vere granted leave to file 
briefs thirty (30) days after the miling of transcripts. 
The applicant and intervenor, Attorney General, filed 
briefs, each of which were received on ~arch 31 and 30, 
respectively. 

lliM!-2L!ESTiftONY 

witness John Pl. l'!cGurn, testified with respect to the 
compariy's growth and service since 19511, the year of ""'the 
last increase in rates granted by this commission to the 
company. His testimony tends to show that during the test 
period for this case, the 12-months sales of electricity in 
North Carolina were five times the 19511 total; that plaitt 
investment in North Carolina grev from about QS.1 million 
dollai:s to anproximatel y 143. 7 million dollars ·between 1954 
and June 30, 1970; that during this period the average 
annual consumption of electricity per residential customer 
in North c~rolina rose from 2,829 kilowatt-hours to 7r127 
kilowatt-hours; that the average charge per residential 
kilowatt-hour vas 2.9 cents in 1954, while said average had 
fallen to 1.9 cents by ,June JO, 1970, and further that in 
the event that the proposed rate schedules are approved, 
charges would everage approximately 2.1 cents per kilovatt­
hour. The witness further testified that cost of capital 
during the period 1954-1970r has increased substantially; 
that while interest cost consumed about 61 of the company's 
i;evenue dollar in 1 <J5Q, at June 30, 1970, 11. 7,C vas being 
consumed; that in addition, cost of electric machinery 
increased approximately 261; that electric utility 
construction cost increased 751; that longer construction 
lead times · of nuclear powered and pump storage units 
together vitb environmental protection measures t.hat company 
must make, have increased expenses significantly; that the 
most significant expense in the generating of electricity by 
VE-PCO was fuel, which increased from a high during the 
calendar year 1969 of 34.116 cents per million BTU to 56.62 
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cents per million BTU in August, 1970; that the proposed 
increase in t.his proceeding by VEPCO does not offset the 
rise in coal prices and is not intended for that purpose: 
and that said rat.es are the same as those proposed and 
approved by the state corporation commission of Virginia. 
ftr. ftcGurn further testified as to the definite need for a 
more halanced system load factor, that is, the ability to 
use its generating and distribution capacity in both viµter 
and summer to effectively utilize its investment in ·,--plant 
designed to meet demands which fit the customer on a year­
round basis; that in intervening years, with the vastly 
increased use of air-conditioners, the summer load factor as 
compared to the winter load factor presented a sizable 
differential, resulting in a deteriorating yearly system 
load factor. The witness cited as an ew:amp_le that the 
syst.em yearly load factor had declined from 621 in 1957, to 
56.71 in 1969. nr. ~cGurn and other witnesses of VEPCO 
testified that to improve the system load factor, the 
company has proposed in its filed n te schedules, summer­
vin ter rate differentials in its various rate 
classifications. 

Witness r!oore, Presid'ent of the company, testified that 
construction requirements for the next five-year period will 
require 1.9 billion dollars, and_ of this total, 1.q billion 
dollars_ vould have to be raised through the sale of company 
securities: that during 1970, tvo bond issue$- were sold, one 
at interest ~ost of 9.09% and another at 8.97~ which had the 
effect of raising the company's embedded cost to 5.62X: that 
as old bonds are retired ha,ving lov interest cost, increased 
interest cost in acquisition of nev capital could only 
result in increase embedded cost as same are funded vith 
funds of higher interest requirements, which action results 
in reducing net earnings available for common s~ock; that 
for the test year 12- months ending June JO., 197 0, earnings 
per average share of common stock vere 1.21 less than the 
previous year, and for the calendar year, 1970, vere $1.80 
per share reflecting a slight increase which in some degree 
shoved the effect of the increase granted by the Virginia 
Commission in June 1970, which has jurisdiction of almost 
90J of VEPC0 1 s total operations. Other company witnesses 
testified as to ·rate of return attributed to mles of 
electricity in North Carolina to customers subject to 
jurisdiction of the commission and that said return vas 
S.37J on depreciated original cost and 4.51i on a fair value 
rate base established by the company witnesses to be 
$'78,507, 000. Witness clement testified that had the 
proposed rates been in effect for the 12-months period 
ending ,lune 30, 1970, net operating income subject to 
jurisdiction of this commission would have increased by 
approximately $630,000 and further that had this increase 
been in effect during the test period, the rate of return on 
depr€ciated original cost would have increasei from 5.37, to 
6. 32,:, and on fair rate base estahlishea by VEPCO, t.he 
return woul~ have increased from 4.511 to 5.311. Company 
financial witnesses recommended an overall rate of -return on 
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investment from 8.16i to 8.50%, and a return on equity from 
from 12.5% to 14~. 

VF.PCO generates and distributes electricity i-n the States 
of North Carolina, Virginia, and west Virginia. In order to 
allocate the investment in property, the expenses and income 
applicable to retail customers in North Carolina, it vas 
necessary for the company to make this allocation for the 
three jurisdictions. It vas also necessary for the company 
to separate its operations between wholesale for re~ale 
sales of electricity, over which the Federal Power 
Commission has jurisdiction, and retail sales in North 
Carolina, over which this Commission has jurisdiction. The 
record indicates that the separation studies made by the 
company on one hand and the commission's Engineering staff 
on the other, produced essentially the same in results. The 
uncontradicted evidence adduced at the hearing of this cause 
tends to sb.ow that t.he rate of return on depreciated 
original cost before the proposed increase in rates and 
after the proposed increase in rates by both company's 
calculations and Commission's Staff calculations are within 
the bounds of reasonableness and are not excessive. For 
purposes of this opinion, the commission will therefore use 
in its determination·, the accounting and separations figures 
of the Commission's staff. Staff witness Koger•s Exhibit 1.3 
tends to show that the net investment, in plant plus 
allowa-nce for working capital for North Carolina retail 
services classification is $66,174,465; that net operating 
income for return for North Carolina retail operations after 
pro forma adjustments vas $3,718,663 and when relating said 
investment of $66,47~,365 to net operating income for return 
in the amount of $3,718,663, that a rate of return on 
VEPCO's North Carolina property devoted to retail siles of 
5.6191 results. The Staff's findings shoved after giving 
consideration to the requested increase in rates (Koger 
Exhibit J3), that had · the rates been in effect for the 
12 months' test period ending June 30, 1970, the company 
would have realized a rate of return of 6.6151 on its 
depreciated original cost in vestment and further, when 
eliminating plant held for future use from net investment, 
the rat.e of return would change from 6 .. 6151 to 6.626'.C. The 
Staff testimony tends to show that ret~rn on equity based on 
test year pro f orma operations equals 7.13" and after the 
proposed increase would amount to 9.521. 

Since the proposed increase is not an "across-the-board" 
percentage increase, it is deemed appropriate to point out 
the selective adjustments to the proposed rate schedules. 
The most significant aspect of design of the proposed rates 
is the summer-winter differential vit h higher average 
charges being made during the summer months. In support of 
the selective adjustments, company vitnesses testified that 
load testing studies show that summer demand is higher than 
winter maximum by .33,:; for residential customers, 38'1 for 
general customers, and 17.51, for large general serVice 
customers; and that as of the time of hearing, additional 
winter load could be served without adding costly paver 
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sup?lY facilities; and further that in order for the company 
to improve its load factor and more effectively utilize its 
facilities required to meet peak de11ands, it is necessary 
that a more reasonable summer-winter balance be achieved. 
Tt therefore proposes nev residential anr1 general service 
rate schedules which would result in higher charges for 
power usage and reguirements occurring during the summer 
months and would be based on meter readings taken between 
Jul v and October of each year. The record of evidence 
further indicates tha·t more than twenty electric utility 
companies operating in other parts of the nation have rate 
schedules that incorporate seasonal differentials. 

The Engineering staff of the Commission agrees with this 
general concept of establishing summer-winter itifferential 
rates when the loads of the electric utility shov a spread 
in the summer-winter seasons as great as found in this case, 
and further agrees that the seasonal differential could 
improve the system load factor. (Ref. T2-p.1.99) 

FINDINGS OF FACT 

1. VEPCO is duly organized as a public utility company 
under the lavs of Virginia and is authorized to do business 
in North Carolina, having territorial assignment 
certificates from this Commission in the State of North 
Carolina under rates and services re1ula ted by this 
Commission uniter G.S. 62 of the General Statutes. 

2.. That on ,lune 30, 1970, the net origin.it cost of VEPCO 
utility property in services suhiect to iurisdiction of this 
Commission was $65,q77,180 .. 

3. That at June 30, 1970, the fair value of VEPC0 1 s 
utility p-coperty in service, subiect to the jurisdiction ·of 
this commission, exceeded the net original cost of .such 
property and is deemed to be not less than $70,000,000, and 
vhen applying net operating income in the amount of 
$3,118.663 a rate of return on this fair value rate base is 
s.3n. 

4. That h3,d the proposed. r3,tes been in effect during the 
12-months pPr:-ioll ending ,Tune 30, 1970 (test period), VEPCO's 
rate of return on net original cost of utility propecty in 
North Carolina under the jurisdiction of this Commission 
would have been 6.626-C. 

5. That VEPCO's return on common equity at June 30, 
1970, (en(l of test period) vas 7.13~. and that said return 
on common equity vill increase to 9.52~ after giving effect 
to the pcoposed increase .. 

6.. The selective seasonal rates proposed 
(summer-winti?r) are just and reasonable and are a 
approach un~er these circumstances nov present 
operation of VEPCO. 

by VEPCO 
prudent 
in the 
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7. That the rate of return restl.lting from the 
application of the proposed schedule of rat.es produces a 
just and reasonable return on VEPCO's investment on prOperty 
devoted for use of retail customers under the jurisdiction 
of this co1111ission. 

CONCLUSIONS 

G.s. 62-133, among other things provides: that in fixing 
rates .for any public utility subject to provisions of this 
chapter, the> commission shall fix such rates fair to the 
public utilities and consumer. The commission shall: 

(1) Ascertain the fair value of the public 
utility's property used and useful in providing 
the service rendered to the public within this 
state, considering the reasonable original cost 
of the property less that portion of the cost 
which has\ been consumed by previous use 
recovered by depreciation expense, the 
replacement cost of the property, and any other 
factors relevant to the pCesent fair value of 
the property. Replacement cost may be 
determined by trending such reasonable 
depreciated cost to current cost leTels, or by 
any other reasonable method. 

(2) Rstimate such public utility's revenue under 
the present and proposed rates. 

(JJ Ascertain such publi= utility• s reasonable 
operating expenses, including actual investment 
currently consumed t.hrough reasonable actual 
depreciation. 

(Q) Pix such rate of return on the fair value of 
the property as vill enable the public utility 
by sound management to produce a fair profit 
for its stockholders, considering changing 
economic conditions and other factors, as they 
then exist, to maintain its facilities and 
services in accordance vit h the reasonable 
requirements of its customers in the territory 
covered by its franchise, and to compete in the 
market for capital funds on terms vhich are 
reasonable and which are fair to its customers 
and to its eEisting investors. 

(SJ Fix such rates to be charged by the public 
utility as vill earn in addition to reasonable 
operating eEpenses ascertained pursuant to 
paragraph (3) of this subsection the rate of 
return fixed pursuant to paragraph (4) on the 
fair value of the public utility's property 
ascertained pursuant to paragraph (11. 
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"!'he proposed rates in this proceeding vill produce an 
addit.ional $1,351',217 in gross revenue, $653,016 of which 
the company should, after revenue deductions, realize as 
additional net operating income (includes, customer growth 
factor of SJ,A6~). After adding this amount to the present 
net operating income and· then relating the total net 
operating income for re.turn to a net inTestaent at the end 
of test · period plus appropriate allowance for working. 
capital ($65,977,180), the company should realize a rate of 
return on investment in .property in the state of Borth 
Carolina applicable to north Carolina retail customers of 
6.6211. The co11.mission finds (-and concludes that the amount 
applied for is just and reasonable. is -not excessiYe and is 
fair to the company's custo■ ers in North Carolina.. While 
the following fact is not material in the decision of the 
co■■ission. the rates in worth Carolina and Virginia for 
retail cuStomers have been the sa ■e for many years. The 
rates in this application are the same which vere approved 
for application in Virginia by the Virginia State 
Corporation Commission effective July,. 1970. The company 
has asserted. that. revenue produced by the schedule of rates 
nov applicable in North Carolina is inadequate. However, it 
has been and still is applying uniform rates in its entire 
serTice area. The commission concludes that the aoount of 
a·ddit:ional revenue applie·a for in the proposed rates is 
necessary to provide a reasonable rate of return on either 
the depreciated original cost or fair value of VEPCO's 
property. It further concludes that the ability of VEPCO to 
pro'l'ide service in its area to meet demands for electric' 
energy, a~d in consideration of the applicable lav requires 
that VEPCO matntain earnings at level to attract capital for 
such progral!S. The increased cost of operations daring the 
test period including interest.cost are shown in the record. 
The ratio of common stock to debt capital under present 
econo■ic conditions is a reasonable ratio, and ve further 
conclude that the rates prescribed in this Order are just 
and reasonable and should therefore be approved. 

fn approving the selective rate schedules, the commission 
takes care to point out that its Findings and Order in this 
case should not be construed as accepting the summer-vlnter 
rate differential as being a necessarily valid rate-making 
device for other electric utilities operating in North 
Carolina. This record clearly discloses that VEPCO's Horth 
Carolina operations are quite small compared to its syst.em­
vide operations and its rate of return on its North Carolina 
operations is obTiously lov. A rejection by the commission 
of the particular rate schedules proposed by VEPCO in this 
case could very likely ulti11ately result in substantially 
higher rates for its Horth Carolina customers than those 
approYed herein, and it is primarily under these 
circumstances and for these reasons that ve have accepted 
and approved the summer-winter differential in this case. 
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IT IS, THEREFORE, ORDERED: 

T.hat the schedules of rates filed in th;is proceeding by 
vzPco, be and the sa■e, are hereby appromd. 

It is further ordered, that the schedules of rates herein 
approved are authorized to be applied to all electric energy 
salEs to its North Carolina retail cust.osers on and after 
!ay 1, 1971. 

It is further ordered, that a copy of this order be 
transmitted to the company and each- of the at:to'Clleys of 
reco~d in this proceeding. 

ISSUED BY ORDER OP THE COBKISSIOW. 

This the 29th day of April, 1971. 

HORTH CAROLINA UTILITIES CO!IIISSIOR 
Katherine ff. Peele, Chief Clerk 

(SEAI) 

DOCKET NO. E-2, SUB 200 

BEFORE THE HORTH CAROLINA UTILITIES CO!!ISSIOR 

In the flilatter of 
Application of Carolina Power & Light company for 
Authority to Issue and Sell 368,68" Additional 
Shares of Its Common Stock Vithout Par Value, 
Pursuant to Its Stock Purchase-Savings Program f,ar 
E!!!ployees 

) , 
) ORDER 
) 
) 

On Plarch 30, 1971, Carolina Paver & Light co■pany 
(Company) filed herein an application for authority to issue 
and sell 368,681,J additional shares of its co1111on stock, 
vithoot par value, pursuant to its stock Purchase-savings 
Program for Employees. 

From a consideration of the Application, its supporting 
data and other information on file vith the commission·, the 
Co ■ mission makes the folloving 

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 336 Fayetteville Street, Raleigh, North 
Carolina, and is a public utility operating in North 
Carolina and Sooth Carolina, where it is engaged in 
generating, transmitting, delivering and furnishing 
electricity to the public for compensation. 

2. By action of its Board of Directors and shareholders, 
the company established in 1961 a Stock Purchase-savings 
Program for Employees {hereinafter somet.imes referred to as 
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the. "Pro9ram 11
). 'fhe natur.e of the Program .and the manner of 

its oper_ation are set out in .an order of this Commission 
issued May 18-, 1961, in Docket No. E-2, Sub 78, Wheiein the 
Compahy was authorized to issue and sell a total of not 
exceeding 50,000 shares of its Common Stock, without par 
value,, under its Stock Purchase-Savings•. Program for 
Employees~ The Program thereafter was amended pursu.int to 
authority granted by the Commission in an order issued May 
18, 19'56, in Docket No. E-2, Sub 129. 

3. 'l'he Commission iSsued an order on April 15, 1954, in 
Docket No. E-2, Sub 110, authorizing the Company_ to isSue a 
total of not exceeding 125,000 additional shares of its 
Common Stock, without par value, and issued a further order 
on March 27, 1958, in Docket No. E-2,_ Sub 158, -authorizing 
the Company to issue an additional 177,957 shares of its 
Common Stock, without par value, under the Program. 

4. In connection with the issuance and Selle of its 
shares of Common Stock under the Progrum, the Company has 
filed, with the Secur-ities and Exchange Commission 
reg istratl.on statements authorized by the Commission I s 
respective orders in Docket ·Nos. E-2, Sub 78, E-2, Sub 110, 
and E-2, Sub 158~ At the time of the last such registr~tion 
with the Securities and Exchange Commission (Hegistr.ation· 
NO. 2-28U87) the Company Withdrew from registration t!"le 
unissued 31,316 shares of Common Stock theretofore 
regiStered. 

5. As of February 28, 1971, there were· reg.istcred with 
,the Securities and Exchange. Commission 65,911 shares of 
Common Stock which the COmpariy is authorized to issue. dnd 
sell under the Pr-ogram; however, shares of Common Stock 
currently are being issued, and sold under the Pro<Jram at the 
rate of approx:imately G,000 ·shares. per month. In .order to 
have available for a re.:i.sonable period in the future a 

. sufficient number of authorized and registered shares of its 
Common Stock. for issuance and delivery under the Program, 
the Company now proposes to register, and to issue and sell 
under the Program, the ,unissued 31,316 shares of Common 
Stock heretofore allocated iind set aside therefor and an 
additional 308,684 shares of its Common Stock, or a total of 
400,000.shares of its Common Stock, without par value. 

G. The Company proposes that, upon receipt by the 
Company of the consideration for such additional Common 
Stock as it is sold to" tfle 'l'L·ustee under the Program f·rom 
time to time, said Common Stock will be credited to the 
Company•s Common Capital Stock Account at the total amount 
of the proc<;:eds derived from the sale thereof. The issuance 
and sale of such additional shares is· authorized by the 
Company's Charter and has been authorized by its Board of 
Directors. 

7. The Stock Purchase-Savings Program for Employees has 
been well received by the employees of the Cqmpany and has 
assisted it in attracting and retaining efficient employees. 
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Upoh the foregoing findings of .fact. the Commission makes 
the· following 

CONCLUSIONS OP LAW 

Tbe Company is subject to regulation by this Commission as 
to rates, service and security issues: the proposed issuance 
and sale of 36B ,684 additional shares of Common Stock 
pursuant to its Stock Purchase-savings Program for Employees 
(a) is for a lavful object within the corporate purposes of 
the company; ·(b) is compatible vith the public interest; 
(c) is necessary or appropriate for or consistent vith the 
propEr performance by the Company of its service to the 
public and, will not impair its ability to perform that 
service; and (d) is reasonably necessary and appropriate for 
such purpose. 

IT IS, THEREFORE, ORDERED as follows: 

1. That Carolina Power & Light Company be and it hereby 
is authorized, empowered and permitted to issue and sell an 
additional 168,684 shares of its Co11111on Stock, without par 
value, under its Stock Purchase-Savings Program for 
Employees; 

2. That the net proceeds to be derived· from the 
and sale of said additional shares shall be used 
general corporate purposes of the company and 
creditea to its common Capital Stock Account~ and 

issuance 
for the 
shall be 

3. That the Company shall file with the Commission a 
report in duplicate setting forth the extent of employee 
participation in the Program, the number of shares of Stock 
actually sold to the Trustee and the selling price per share 
of each block of stock sold, such report to be made annually 
until all common Stock herein authorized has been sold. 

ISSUED BY ORDER OF THE co~~ISSION. 

This the 7th day of April, 1971. 

NORTH CAROLINA UTILITIES COMKISSION 
Kath~rine N. Peele, chief Clerk 

(SE AL) 

DOCKE'J' NO. E-2, SUB 204 

BEFORE THE NORTH CAROLINA UTILITIES COM/'IISSION 

In the· rifa tter of 
Carolina Power & Light company - Authority 
to Issue and Sell $70,000,000 Principal 
Amount of First Mortgage Bonds, 'l 
series Due October 1, 2001 

ORDER GRANTING 
AUTHORITY TO 
ISSUE AND SELL 
SECURITIES 
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This cause comes before the com.mission upon Application of 
Carolina Power & Light Company (Company), filed under date 
of September 13, 1971, through its counsel, Sherwood H,. 
Smith, Jr .. and Thos .. E .. ·capps, wherein authority of the 
commission is sought as follows: 

To issue and Sell $70,000,000 principal amount of First 
Plortgag-e Bonds, ___ 1 Series due October 1, 2001. 

FINDINGS OP F~CT 

1.. The Company is a corporation orqanized and existing 
under the laws of the State of North Carolina vith its 
principal office at 336 Fayetteville Street, Raleigh, North 
Carolina,. and is a public utility operating in North 
Carolina and South Carolina, vbere it is engaged in 
genera ting, transmitting, delivering and furnishing 
electricity to the public for compensation. 

2.. The r.ompany•s capital stock outstanding at July 31, 
1971, consists of common stock with a stated value of 
$226,69A,800 and preferred stock having a stated value of 
$124.375 ,900 .. 

3.. The Company's existing long-term debt at July 31, 
1971, amounted to $1.16Cl,030,000 in First Hortgage Bonds and 
S13Q,.322 in Promissory Notes .. The First ~ortgage Bonds were 
issuecl and pursuant to an Indenture dated as of P!ay 1. 1940, 
and duly executed by the Company to Irving Trust Company of 
Nev York, as Corporate Trustee. and a11ended by fourteen 
Supplemental Indentures. 

Q. The Company proposes to issue and sell $70,000,000 
principal amount of First ~ortgage Bonds, ____ 1 Series due 
October 1, 2001, to be secured under a Fifteenth 
supplemental Indenture to the t'lortgage and Deed of Trust 
dated as of l'lay 1, 1940, substantially in the form of the 
draft thereof attached to the Application and identified as 
Exhibit A. 

5. Construction expenditures 1 for additional electric 
plant totaled $58,753, 7_56 in the 1period from Piaf 1, 1971, 
through July 31, 1g11 .. The net proceeds from the proposed 
sale of First ftortgage Bonds will be applied to the 
reduction of short-term loans incurred for corporate 
purposes, primarily for the construction of additional 
electric plant facilities .. 

6. The company proposes on or about October 12, 1971, to 
public·ly invite sealed, written proposals for the purchase 
of the First nortgage Bonds at competitive bidding on terms 
and conditions set forth in Exhibit c attached to the 
Application.. The bids submitted vill be opened on or about 
October 19, 1971, and the company intends to accept the bid 
providing it with the lowest annual cost of money for the 
First ftortgaqe Bonds but will reserve the right to reject 
all bids. 
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7. The Company proposes to enter into a Purchase 
Agreement with the hidfler or group of bidders whose bid, as 
to the interest rate to be borne by the First Mortgage Bonds 
and tbe price t.o be paid for the Bonds will provide the 
lowest annual cost of money. The Purchase Agreement Will be 
in the form or substantially· in the form as Exhibit o 
attached to the Application. 

A. The expenses estimated to be incurred in the sale of 
the First ~ortgage Bonds will approximate $91,000. 

COHCLUS IONS 

From a review and study of the Application, its supporting 
data and other information in the commission's files, the 
Commission is of the op1.n1.on and so finds that the 
transact.ions herein proposed are: 

(a) For a lawful object within the corporate purposes of 
the Petitioner: 

(b) Compatible vith the public interest; 

(cl Necessary and appropriate for and consistent with 
proper performance by Petitioner of its service 
the public as a utility and will not impair 
ability t.o perform that service: and 

the 
to 

its 

(d) Reasonably necessary ana appropriate for such 
purposes. 

IT rs, 'T'HEREPORE, 
company, be, and it is 
permitted under the 
Application: 

ORDERED, 
hereby 

terms and 

That Carolina ?over & Light 
a uthorizea.·, empowered and 
conditions set forth in the 

1. 'T'o isRue and sell at competitive bidding a maz:imum of 
$70,000,000 principal amount of First ~ortgage Bonds, 
___ I Series due October 1, 2001; 

2. To sell the securities to the bidder or group of 
bidders submitting the proposal which will provide the 
company vith the lovest annual cost of money; 

3. To create, execute and deliver a Fifteenth 
Supplemental Indenture to be dated as of October 1, 1971, to 
the company• s ~ortgage and Deed of Trust, as supplemented, 
con•eying all or substantially all of the co■ pany•s 
mortgageable properties and franchises acquired since the 
e~ecution and delivery of the Fourteenth Supplemental 
Indenture to the l'!ortgage and Dee:I of Trust, and pledging 
the faith, credit and property of the company to secure 
payment of the Bonds; 

4. To use and apply the net proceeds from the 
and sale of the securities described herein to the 
set forth in the Application; 

issuance 
purposes 
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5. To file vith this Co■■ission, vhen aYailable in final 
for ■, one copy each of the Fifteenth Supple■ental Indenture 
and Purchase Agree ■ent: and 

6. To file vith this Co■■ission, in duplicate, a 
Yerified report of actions taken and transactions 
consu■■ated (includi ng the interest rate to be borne by the 
Bonds, the price receiYed by the Co■pany, and the expenses 
associated vith the sale) pursuant to the authority granted 
herein vithin a period of thirty (30 ) days following the 
transactions authorized herein. 

ISSUED BT ORDEP OP THE co"" I SSIOff . 

This the 22nd day of septe ■ber, 1971. 

NORTH CAROLINA UTILITIES co""ISSION 
Katherine"• Peele, Chief Clerk 

(SEU) 

DOCKET ffO. E-7, SUB 125 

BEFORE THP. NORTH CARO LINA UTILITIES CO"ffISSION 

In the "atter of 
Application of Dut;e ?over Co■pany for 
-uthorizati on Under North Carolina 
Gene ral 5tatute 62- 161 to Issue and 
Sell Secur ities (Co■■on Stock) 

) ORDER GRANTING 
) AUTH ORITY TO 
) ISSUE AND SELL 
} SECURITIES 

on January 15 , 1971 , nuke ?over co■pany (Company), filed 
an application with this Co■■ ission for authority t o i ssue 
and sell a 11axi11u■ of 4,000,000 shares of the Company's 
c ommon stock vithout nominal or par value (hereinafter 
referred to as the "Stock"). The Co■pany proposes to issue 
and sell the Stock for the purpose of financing the cost of 
construction of additions t o its electric plant facilities, 
including the rena y■ent of a portion of it s outstanding 
short-term ob ligations incurred for such purpose. 

The Company represents that upon pay ■ent of the full 
consideration therefor and upo n issue thereof, the Stock 
will be fully paid :,.nd nonassessable: that the Stock vill in 
alt respects rank equallv vith the outstanding s hares of the 
Co■ pany• s co■ mon stock , so that the holders thereof vill 
participate in dividends equallv vith the holders of the 
outstanding shares and vill have the same voting rights and 
liquidatio n rights: and that each holder of the Company's 
co rmon stock is entitled to one vote for each share of such 
stock held hy hi ■ at any meeting o~ or election by the 
Stockholders, except that in certain instances in the 
election of 1irectors cumu lative voting is authorized. It 
is further represented that the holders of the Company's 
co ■11on stock have no fi xed di vidend righ ts and that 
dividends ■ay he declared and paid o n the Co mpany' s co■■on 
stock only after the full dividends on the preferred stoc k 
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and on the preference stock. at the time outstanding for all 
past dividen:1 periods and for the then current dividend 
period shall have been paid, or declared and a sum 
sufficient for the payment thereof set apart and that then 
and only then, such dividends (payable in cash, stock, or 
otherwise) as may be determined by the Board of Directors, 
■ay be declared and paid on the common stock, from time to 
time out of the 't'emaining retained earnings or net profits 
of the ~pplicant; that in the event of any liquidation, 
dissolution or winding up of the Company, whether voluntary 
or involuntary, after payment in full has been made to the 
holders of the preferred stock and to the holders of the 
preference stock. of the amounts to which they are 
respectively entitled, or sufficient sums have been set 
apart for the payment thereof, the holders of the comm.on 
stock shall be entitled to receive ratably any and all 
assets of the company remaining to be paid or distributed; 
and that the holders of the company's outstanding shares of 
common stock ffo not have pre-emptive rights to purchase 
additional shares of such stock. 

The Company proposes to offer the stock directly to the 
public rat'her than to the then existing holders of the 
Company's common stock for subscription on a rights basis. 
The company further proposes to enter negotiations with a 
group of investment banking firms, to be managed by The 
First Boston Corporation and ~errill Lynch, Pierce, Fenner & 
Smith, Incorporated, to act as underwriters for the public 
offering of the stock for cash at a negotiated price per 
share that will result in proceeils to the company of not 
less than 931 of the last sale price per share for the 
Company's common stock on the Nev York Stock EEchange on the 
day t.he pr ice is negotiated. It is represented that no fee 
for services (other than attorneys, accountants and fees for 
similar technical services) in connection with the 
negotiation or consummation of the sale of the proposed 
stock or for services in securing underwriters or purchasers 
thEreof (other than underwriters• fees negotiated vith the 
afo~esaid investment bankers) will be paid in connection 
with the issue and sale of the proposed stock. 

The Company asserts that it believes that a negotiated 
public sale of the stock would be more favorable than a sale 
at competitive bidding based upon eEperiences that other 
corporations have bad in common stocks over the past fev 
years. In addition, the Company asserts its belief that the 
selling pressures which nor11ally affect common stock prices 
prior to the offering date of a new issue would be less in a 
negotiated sale than in a competitive sale and, 
consequently, would result in a higher price to the Company 
for the proposed stock. The company states that it further 
believes that. the unaerwriting fees and other costs for a 
negotiated sale would be approximately the same as for a 
coapetitive sale. 

The Co11pany represents that after the August 1970 sale 
of bonds and preferred stock, the ratio of its com11on stock 
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to total capitalization dropped to 29.81., This is belov the 
average Of the electric industry and the company is of the 
opinion that its common equity ratio should be increased to 
a higher level in order to prevent any impairment of 
outstanding senior securities and to permit future debt 
financing on reasonable terms. After issuance of the 
proposed stock and up to $100,000,000 of debt securities 
vbich the Company proposes to sell early in 1971, the common 
equity ratio will be 32.21 of the total capitalization. 

The company asserts its belief that it should· not attempt 
to sell long-term debt securities until it has sold the 
Stock because of the declining earnings coverage of fiEed 
charges and the necessity of raising the common eq'uity ratio 
of its tot.al capitalization. 

The Company represents that it is continuing its 
construction program of substantial additions to its 
etectric qene ration, transmission, and distribution 
facilities in order to meet. an increase in demand for 
electric service, vhich it expects to continue, and to 
maintain an adequate margin of reserve generating capacity. 
The company represents that its total regular sales for 1970 
are estimated to be about 33 ,360.,000, 000 tvh. This 

· represents an increase of 7.81 over the amount sold in 1969 
and about double the amount sold seven years ago. On July 
29. 1970., the Co111pany experienced its 1970 peak load of 
6,283,915 kw, an increase of 11.q~ oyer the 196q peak. The 
Company expects that this rate of growth will continue; and 
long-term outside financing of its current construction 
program is essential if applicant is to continue to he able 
to .11.eet its obligations to the public to provide adequate, 
reliable and continuous electric service. Er:penditures for 
the company's construction program are !)rojeCted t.o he 
$358,ooo;ooo for 1971. 

The company further represents that at November 30, 1970, 
its outstandinq commercial paper and bank loan obligations 
amounted to $124,484,000 and are expected to reach about 
S18fi,500,000 by February 15, 1971. 

Tbe companv re~resents that the net proceeas from the sale 
of the stock will be applied and used by the Company for the 
purpose of financing the cost of construction of additions 
to its electric plant facilities, including. the repayment of 
a portion of its outstanding short-term obligations incurred 
for that purpose. 

Upon reviav and study of the verified application, its 
supporting data and other inf or ma tion in the Commission I s 
files, the Commission is of the opinion and so finds that 
the company is a public utility subject to the jurisdiction 
of this Co!ftmission with respect to its rates, service, and 
securities issues and that the proposed issuance of the 
Stock by the Company is: 
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(a) For a lawful object within the corporate purposes of 
the company; 

(b) Compatible vith the public interest; 

(c) Necessary and appropriate for and consistent vith the 
proper performance by the company of its serTice to the 
public and vill not impair its ability to perform that 
service; and 

(d) Reasonably 
purposes. 

necess~ry and 

IT IS, THEREFOR-E, ORDERED THAT: 

appropriate for such 

1. Duke Paver Company be, and it hereby is authorized, 
empowered. and permitted, upon the terms and conditions set 
forth in its application to issue and sell at negotiated 
public sale to a group of underwriters to be managed jointly 
by The First Bost.on corporation and f'terrill Lynch, Pierce, 
Fenner & Smith, Incorporated, a maximum of 4,000,000 shares 
of the Company's common stock vithoat nominal or par value. 

2. The Stock shall be sold at a price per share which 
vill result in proceeds to the conpany of not less than 93,: 
of the last sale price per share of the Company's common 
stock on the Hew York stock Exchange on the day the price is 
negotiated. 

3. The net proceeds to be derived from the issuance and 
sale of the Stock shall be used for the purposes set forth 
in the application. 

"• Within thirty (30) days after the sale of the stock 
is consummated, the Company shall report to the commission 
the sale of the Stock (incl oding the offering price, the 
price received by the Company for it, the dividend rate, 
redemption provisions and the expenses of sale). 

IT IS FURTHER ORDERED, that this proceeding be and the 
same is continued on the docket of the commission, without 
day, for the purpose of receiving the terminal result of the 
sale of the stock as hereinabove provided; and nothing in 
this order shall be construed to deprive this commission of 
its regulatot:'y authority under law or to relieve the company 
from compliance with any provision of lav or the 
commission!.s Regulations. 

ISSUED BY OBD?.~ OF THE COftNISSION. 

This the 21st day of January, 1971. 

(SEAL) 

NORTH CAROLINA UTILITIES COftftISSION 
~ary Laurens Richardson, Chief Clerk 
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DOCKET NO. E-22, SOB 107 

BEFORE THE NORTH CAROLINA UTILITIES CO~MISSION 

) ORDER t;RANTING AUTHORITY 

163 

In the Matter of 
Virginia Electric and Pover 
Company - Application to 
Issue and Sell Common Stock 
Under Its Employee Thrift 
Plan 

) TO ISSOE ARD SELL SECURITIES 
) IN ACCORDANCE VITH A~ENDED 
) E~PLOYEE THRIFT PUN 
) 

TBIS CAUSE comes before the commission upon an application 
of Virginia Electric and Paver co111>3.ny (Petitioner) filed 
under date of ~pril 28, 1971, wherein authority is sought, 
effective Joly 1, 1971, to issue and sell, in accordance 
vitb an amended Employee Thrift Plan, Common Stock already 
authorized in this cause but remaining unsoB. 

By order ~ated ftay 19, 1969, in this 
was authorized to issue and sell up to 
shares of its Employee Thrift Plan. 

cause the Petitioner 
500,000 additional 

PETITIONER represents that A.rticle II, Section I of the 
Plan as in effect at this time provides that each regular 
employee in active service with the company on a full-time 
basis and vho is at least 21 years of age, may participate 
in the Plan beginning on the first day of the Year of 
Formation coinciding with or next following the month he 
completes twelve months of continuous service. 

PETITIONER further represents that its Board of Directors 
has amended Article II, Section I, effective July 1., 1971, 
to provide that such an· employee may participate beginning 
on tbe first day of the month coinciding with or next 
-following the month he completes twelve months of continuous 
service. confor111.ing changes have been made in Article II, 
Section 2. Petitioner bas submitted a copy of the Plan as 
am4:!nded. 

IT IS ORD~FED, that Virginia Electric and Power company be 
and it is herP.by authorized, empowered and permitted, 
effective July 1, 1971, to issue and sell its common Stock, 
already authorized in this cause but remaining unsold, in 
accordance vitb the terms and conditions of the Plan as 
amended and as submitted vit.h the company's A.pplication 
under date of ~pril 28, 1971. 

ISSUED BY ORDER OF THE CO"ftISSION. 

This the 26th day of Play, 1971 .. 

(SEU) 

NORTH CA.BOLIRA UTILITIES C08AISSION 
Katherine l!. Peele, Chief Clerk 
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DOCKET HO. ES-52 

BBPORB TBB NORTH CAROLINA UTILITIES COftftISSION 

In the ftatter of 
Joint Application of Carolina Pover & Light 
co■ pany and French Broad Electric Sembership 
Corporation under chapter 287, Public tavs 1965 
(G .. s. 62-110.2 (c) J, for Assignment. of Areas in 
!!litcbell County 

l 
l ORDER 
l ASSIGUNG 
l SERVICE 
l AREAS 

HEARD IR: The Rearing Booa of the Utilities Commission, 
Raleigh, North Carolina, on Wednesday, .January 
27, 1971, at 2:00 p.m. 

BEFORE: Chairman H. T. Westcott, Presiding, and 
commissioners John v. PlcDevitt, Planin R. 
Wooten, and ?tiles Rhyne 

APPEARANCES: 

For the Applicants: 

Sherwood ff. Saith 
General Counsel 
Carolina Paver & Light Company 
P .. o. Box .991, Raleigh, Horth Carolina 27602 
Appearing for: Carolina Paver & Light company 

Thomas J .. Bolch 
crisp, Twiggs and Bolch 
Post office Box 15Q9 
Raleigh, North Carolina 27601 
Appearing for: French Broad Electric 

l!embership corporation 

For the Intervenors: 

F. Kent. Burns 
Boyce, ffitchell, Burns and Smith 
Post ·office Box 1406 
Raleigh, North Carolina 
Appearing for: Humpback ~ountain corporation 

and Individual Intervenors 
Listed in Protest 

For the Commission Staff: 

~aurice w. Horne 
~ssistant Commission Attorney 
North Carolina Uti1ities Commission 
Ruffin Building 
Raleigh, North Carolina 27602 

BY THE COlU'IISS'ION: This matter comes before the 
Commission on Joint Application as originally filed in this 
docket and a.mendment to Joint Application dated January 26, 
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1971. both filed by Carolina Power & Light Company, 
("CP&L"), and French Broad Electric ~embership Corporation, 
( nFrench Broad EMC"), under the provisions of Section 6 2-
110. 2 of the General Sta tut es of North Carolina for the 
assignment of electric service areas in ~itchell County, 
Horth Carolina. 

on January 27, 1971, the commission held hearing in this 
docket pursuant to notice of hearing published once a week 
for four successive veeks in a local newspaper having 
general circulation in !litchell County. as required by 
Commission Rule RB-29, and pursuant to Commission order 
entered November 16, 1970. The notice of hearing vas 
published for four successive veeks in .'!h.~ Iti~2lln1Y ~evs, 
a weekly newspaper having general circulation in nitchell 
County, Nor.th Carolina, and the commission has been 
furnished an Affidavit of Publication to that effect. 
Harris nining Company and Humpback nountain corporation and 
several ina.ividnals residing at Humpback· l'lountain 
Development along and near State Roads 1128 and 1129 East of 
Spruce Pine, Rorth Carolina, intervened and sought 
assignment to CP&L. At the hearing on January 27, 1971, 
CP&I and French Broad Enc filed an a~endment to Joint 
Application dated January 26, 1971, setting forth an 
agreement vherebv the applicants have agreed to the sale and 
e:z:cbange of certain facilities, the exchange of certain 
customers, and the assignment of service areas· in accordance 
vith the requests of the Intervenors. 

Upon the verified 
Application. and the 
Commission m~kes the 

Application and 
record·s before 

following 

FINDINGS OP FACT 

a mend ment to Joint 
the Commission. the 

1. Carolina Power & Light company is a corporation duly 
organized and eristing under the laws of the state of Borth 
Carolina as a public utilitr.. vith its principal office and 
place of business at 336 Fayetteville Street. Raleigh, Wake 
County, North Carolina, and French Broad EffC is an electric 
me■bership corporation duly organized and existing under the 
lavs of the State of Horth Carolina, vith its principal 
office and place of business at ftarshall, Radison county, 
Horth Carolina. 

2. Both of the above-na■ ed applicants are "electric 
suppliers" as defined in section 62-110.2(a)3 of the General 
st.atutes of Borth Carolina, and as such are authorized to 
apply to the Commission for assignments of service areas in 
accordance vith public convenience and necessity pursuant to 
Section 62-110.2(c) of ·the General Statutes of Borth 
Carolina. 

3. Carolina Paver & Light Company and French Broad EBC 
are authorized to operate, and do operate, in Pli tchell 
County, and are. and for many years· haTe been, rendering 
electric service to numerous customers in this County. 
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ri. No other electric supplier as. defined in G. s. 62;.. 
110.2(a) 3 operates iD Kitchell County, and no electric 
suppliers in adjacent counties assert any claim for 
assignment to them by the CoMmission of any of the areas 
covered by this Application. 

5.. Carolina P over & Light company and Prench Broad Et-IC 
conducted ext.en~ed negotiations with respect to l!itchell 
county concerning the designation of assigned and unassigned 
areas therein, as contemplated under Chapter 287, Public 
tavs 1965, nov codified in Chapter 62 of the General 
Statutes of North Carolina.. As a result of these 
negotiations, a joint agreement was reached between the 
applicants covering areas in the county, which are outside 
the corporate limits of municipalities and more than three 
hund:ced (300, feet from the lines of any electric supplier 
and vhich may be subject to assignment by this Commission 
under Section 62-110.2(c'J of the General Statutes of North 
Carolina. 

6. ft. map of t'!itchell county vas filed as Exhibit A to 
the Applicationr which map through appropriate symbols and 
legends designated the areas which applicants request the 
Colil ■ ission to assign to CPSL and to assign to French Broad 
EftCr and. also designated certain areas requested to be 
unassigned as to any electric supplier. Exhibit A vas 
signed by representatives of both of the applicants and 
shows the lines of all suppliers in ftitchell county as set 
out on the official ftylar map of such county as filed with 
the Commission. 

7. The Intervenorsr being Humpback t'!ountain corporation 
and those certain individual intervenors designated in the 
Order of the Commi ssiott dated February 17 r 1970r and Harris 
t'!ining Company, as ide~tified in the order of the Commission 
dated July 13, 1970r petitioned to be servedr and to have 
their property (as described in their respective petitions 
to intervene) served by CP&L. 

e. An agreement concerning the matters in issue raised 
by the various Intervenors has been entered into by and 
betveen CPSL and French Broad EftCr vhich has been S:!t forth 
in the Joint Amendment to Application. CP&L has agreed to 
purchase, and French Broad - EPIC has agreed to sellr for 
approxiaately $8r500 being the present value of the 
facilities as measured by· reprodootion cost new depreciated, 
pins 12 months' revenuer certain electric facilities nov 
used by French Broad Et'!C to serve those Intervenors on 
Humpback nountain. French Broad EftC has no electric 
facilities on the Harris Sining Company pro_perty. French 
Broad EPIC has agreed to purchase, and CP&L has agreed to 
sellr for approximately $650 being the present •value of the 
facilities as measured by reproduction cost new depreciatedr 
plus 12 months' revenue, a section of electric line serving 
one customer located near Loafers Glory coamunitfr "itchell 
County; vhich customer has agreed to be transferred for 
purposes of electric service from CP&L to French Broad EPICr 
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and a letter signed by him evidencing this has been filed 
with the commission. This latter customer and section of 
electric line is located at the extreme !lorthvestern 
extremity of the CP&L system in Plitchell county in an area 
that vas otherwise proposed to be assigned to French Broad. 

9. Attached as "Exhibit A-Revised", and filed with the 
Joint Amend111ent to Application, was a map shoving the 
amended agreement between the applicants which by legend 
designates the areas to be assigned respectiYely to CP&L or 
to French Broad EMC, shows in color the electric lines 
proposed to be sold and' transfer'red, and also designates the 
area to be unassigned as to these suppliers. 

10. It appears that Joint Amendment to Application and 
transfer of facilities, exchange of customers, and 
assignment of electric service areas vill reduce duplication 
of electric l:acilities, vill assign areas in accordance vith 
the request of the Intervenors., and vill serve the public 
convenience and necessity. 

CONCLUSIONS 

The Commission finds and concludes that the assignment of 
areas as designated by appropriate symbols and legends on 
the map filed vith the Amendment to Joint Application as 
"Exbibit A-Revised", and the respective sales and transfeI's 
of facilities, and the exchange of customers are in 
accordance vith public convenience and necessity. 

IT IS, THEREFORE, ORDERED: 

That the Amendment to Joint Application of Carolina Pover 
& tight Company and French Broad Electric !'lembership 
Corporation for area assignment be. and the same hereby is. 
approved; and the sale and transfer :>f facilities and the 
transfer of customers as described in the Amendment to Joint 
Application is hereby approved; and the areas in Kitchell 
County situated more than three hundred (300) feet from the 
lines of any electric supplier and outside the corporate 
limits of any municipality are assigned to the respective 
applicants or designated as unassigned, all as shovn on 
"Exhibit A-Revisedn incorporated herein by reference and 
11.ade a part of this Order as fully as if set out herein. 

ISSUED BY ORDER OF THE COf1MISSION. 
I 

This the 2nd day of November, 1971. 

(SE AL) 

NORTH CAROLINA UTILITIES CO!'IHISSION 
Katherine !'I. Peele. Chief Clerk 
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DOC~ET NO. ES-53, SUB 1 

BF!FORE THE NORTR CAROLINA UTILITIES co1u,ISSIOti 

tn the Batter of 
Joint Petition of Carolina Pover & Light 
company and French Broad Electric ~embership 
Corporation under Chapter 287, Pablic Lavs 
1965 [G.S. 62-110.2 (c) ], for Reassignment of 
Electric Service Area in Yancey County 

I ORDER 
) REASSIGNING 
) ELECTRIC 
) SERVICE 
) AREAS 

B! THE COPIIHSSION: This matter comes before the 
commission on Petition for Reassignment filed January 27, 
1971, by Carolina Paver & Light company ("CP&L"J and French 
Broad Electric P!embership corporation {"French Broad El'IC"), 
under the provisions of G.S. 62-110.2(c) (2) and G.~. 62-
110.2(d) (1) Of the General Statutes of Horth Carolina, for 
the reassignment of electric service areas in Yancey county, 
North Carolina, and for the transfer of facilities and 
customers from CP&L to French Broad EftC. 

on November 19, 1969, the commission, in Docket No. ES-53, 
issued an oroer assigning electric service areas based upon 
a joint application by CP&L and French Broad Enc filed on 
July 7, 1969, after due publication of not ice once a week 
for four successive veeks in' a local newspaper having 
general cit"culation in Yancey County, and after hearing 
before the commission on November 14, 1969, in the 
Commission's Hearing Room, Raleigh, North Carolina. 

on January 27, 1971, during a hearing upon the assignment 
of electric seivice areas in Kitchell county in Docket No. 
ES-52, CP&t. and French Broad EPIC filed a Petition for. 
Reassignment of electric service areas in Yancey. countv, and 
the Commission heard evidence on the Petition for 
Reassignment and approved the Petition subject to 
publication of notice and an opportunity for members of the 
public to intervene. The Commission issued a form of notice 
to be published once a veek for four successive weeks in a 
local newspaper having general circulation in Yancey County. 
The notice vas so published in~ Ya9ce1 R2£2.C.~, a weekly 
newspaper having general circulation in Yancey County on May 
27, June 3, 10, and.17, 1971; and the commission has been 
furnished. an A.ffidavit of publication to that effect. The 
notice provided that if no one filed any protest to the 
Petition for Reassignment on or before June 25, 1971, the 
commission's approval would become final and the area vill 
be reassigne:1, and the facilities and customers will be 
authorized to he transferred. No protest or intervention 
having ·been filed, the Commission has determined the 11.atter 
set forth in the Petition as provided in the Notice, and the 
approval of the comniission is hereby made final. 

Upon the verified Petition for Reassignment, the records 
of the C.ornmissi:on, and the matters adduced at the hearing on 
January 27, 1971, the commission makes the following 
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FINDINGS OF FACT 

1. CP&L is a corporation duly organized and existing 
under the laws of the State of North Carolina as a public 
utility, with its orincipal office and place of business at 
336 Fayetteville Street, Raleigh, North Carolina, and French 
Broad is an electric membership corporation duly organized 
and existing under the lavs of the State of North Carolina, 
with it.s principal office and place of business of French 
Broad at Marshall, North Carolina .. 

2. Both of the above-named applicants are "electric 
suppliers" as defined in section 62-110.2(a)3 of the General 
Statutes of North Carolina, and as such are authorized to 
apply to the commission for assignment, and for the 
reassignment, of service areas in accordance with public 
convenience and necessity pursuant to Section 62-110.2 of 
the General Stat11tes of North Carolina. 

3. CPfiL and French Broad are authorized to operate, and 
do opera·te, in Yancey County, and are, and for many years 
have been, rendering electric· service to numerous cust.on,ers 
in this county. 

4. No other electric supplier as defined in G.s. 62-
110. 2 (a) 3 operates in the areas in Yancey county covered by 
this application, and no electric suppliers serving in other 
areas of this and adjacent counties assert any claim for 
assignment to them by the commission of .an·y of the areas 
covered by this application. 

5. CP&L and French Broad conducted extended negotiations 
with respect to both Yancey County and Nitchell county and 
the designation of assigned and unassigned areas therein. 
As a result of these negotiations, a "joint agreement vas 
reached between the applicants covering areas in Yancey 
County, which areas were assigned by Order of the Commission 
in Docket Ko. ES-53 on November 19, 1969. Subsequently, 
pursuant to negotiations between these tvo suppliers 
concerning the assignment of electric service areas in 
Kitchell county in Docket No. ES-52 an agree ■ent was reached 
for the reassignment of an area in Yancey county from 
unassignment to assignment to French Broad and for the 
transfer of certain facilities and customers from CP&L to 
French Broad. 

6. Pursuant to the agreement for reassignment and 
transfer of facilities and customers in Yancey County, the 
applicants have agreed that the area along and near U.S. 
Highway 19 in the vicinity of Bald Creek and Swiss, Yancey 
County, previously designated as unassigned by order of the 
Co ■ 11ission, in this Docket dated November 19, 1969, should 
be reassigned to French Broad for purposes of electric 
service in accordance with G.S. 62-110. It vas also agreed, 
subjEct to approval by this Commission. that 55 customers, 
both residential and col!.mercial, in that area no• serYed by 
CP&l would be reassigned to French Broad and that certain 
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electric facilities owned and operated by CP&L would be sold 
and transferred to French Broad for approximately !42,500, 
being the present value. of the facilities as measured by 
reproduction cost new depreciated, plus 12 months revenue. 
A.11 of the customers involved in the proposed transfer have 
agreed to be served by Prench Broad and to cease receiving 
service from CP&L .. 

;. In Docket no. ES-52, involving the assignment of 
electric service areas in Kitchell county, now p~nding 
before this commission these same tvo applicants have 
reached an agreement set forth in an Amendment to Joint 
Application filP.d in Docket No. ES-52 whereby, in Kitchell 
county certain areas, customers and facilities are agreed to 
be t:ransferred from French Broad and assigned to CP&L; and 
vherehy one customer and a section of electric line is 
agreed to be transferred from CP&L to French Broad; vhich 
agreement has been approved by this Commission. 

8. French Broad has shovn that it is ready. willing and 
able to provide adequate and dependable ·electric service to 
all of the customers proposed to be transferred to it, and 
French Broad nov has facilities located in the area from 
which such service may be promptly rendered, and therefore 
the commi9sion finds that CP&L may properly discontinue 
service to such customers. 

9. The commission finds .that such transfer of facilities 
and customers will eliminate duplication of facilities and 
will serve the public convenience and necessity. 

10. A map marked "Exhibit A-Devised" shoving in green the 
area. nov unassigned, that is proposed to be assigned to 
Prench Broad and shoving in color the electric lines 
proposed to be sold and transferred. has been filed with the 
Commission as a part of the record in this docket. 

CONCLUSIONS 

The commission finds and concludes that the reassignment 
of areas as ·designated by appropriate symbols and legends ·on 
the map filed with the amendment to joint application as 
"Ei:hibit A-Revised," and the sale and transfer of 
facilities, and the exchange of custo11ers .ace all in 
accordance with public convenience and necessity and have 
been agreed upon by the electric suppliers and the customers 
involved in accordance vith Section 62-110.2(d) (1) of the 
General Statutes of North Carolina. 

IT IS, THEREFORE, ORDERED: 

That the Petition for Reassignment of Car9lina Paver & 
Light Company and French Broad Electric P1e11bership 
Corporation for electric service area ceassign11ent be, and 
the same hereby is, approved; and the sale and transfer of 
facilities and the transfer of customers as described in the 
Petition for R~assign11.ent are hereby approved; and t.he area 



SERVICE AREAS 171 

in Yancey County along u.s. Highway 19 between Bald Creek 
and swiss heretofore designated as unassigned be assigned to 
French Broad as shown on the map "Exhibit. A-Revised" which 
is incorporated herein by reference and made a part of this 
Order as fully as if set out herein. 

ISSUED BY O~DEP OP THE COM~ISSION. 

This the 2nd day of November, 1971. 

{SEU) 
NORTH CAROLINA UTILITIES COftHISSION 
Katherine ft. Peele, Chief Clerk 

DOCKET NO. ~S-91 

BEFORE THE NORTH CAROLINA UTILITIES CO!!ISSION 

In the Matter of 
Joint Application of Carolina Paver & 
tight Company, Pitt & Greene Electric 
ftembership corporation, and Tri-County 
Electric Memhership corporation, under 
Chapter 287, Public Lavs (G.S. 62-110.2 
(c) ], for Assignment of Electric service 
Areas in Wayne county 

ORDER 
ASSIGNING 
ELECTRIC 
SERVICE 
AREAS 

HEARD IN: The Commission Rearing Room, Ruffin Building, 
Raleigh, North Carolina, December 11, 1970 

BEFORE: Chairman H. T. 
Commissioners John w. 
Rhyne 

Vestc ott ( Presiding) , 
~cDevitt and ftiles H. 

.J.PPEARARCES: 

For the Applicants: 

Shervood H. Smith, Jr., and 
Thomas E. Capps 
Attorneys at Lav 
Post O~fice Box 1551 
Faleigh, North Carolina 27602 

For: carolina Power & Light co. 

William T. Crisp 
Crisp & Twiggs 
., ttorneys at Lav 
Post office Box 1549, Raleigh, North Carolina 

For: Tri-county Electric !'lembership corp. 

For the Intervenor: 

George R- Kornegay, Jr. 
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For the Commission Staff: 

ftaurice w. Horne 
~ssistant Commission kttorney 
Post Office Box 991, Baleigh, North Carolina 

BY THE CO"PITSSION: On May a, 1970, joint application Vas 
filed by Carolina Pover & Light Company, hereinafter 
referred to as "CP&l.", Pitt & Greene f'l.embecship Corporation, 
hereinafter referred to as "Pitt & Greene EftC", and Tri­
county Electric ~embecship corporation, hereinafter referred 
to as "Tri-county EPIC", under the provisions of Section 62-
110. 2(c) of the General Statutes of North Carolina for the 
assignment of electric service areas in Greene, Lenoir and 
Wayne counties, North Carolina. 

on Play 20, 1970, the Com111isSion in this docket issued a 
form of notice to be published once a veek for four 
successive weeks in a daily newspaper having general 
circulation in Greene. Lenoir. and Wayne Counties, as 
required by Commission Rule RB-29. rhe notice vas published 
on June 4, June 11, June 18 and June 25, 1970, in the 
Gol.d§horo News A.rg_us, and the Commission has been furnished 
an affidavit of publication to that effect. The notice set 
the matter for hearing on September 4, 1970, at 10:00 A.11. 
in the commission Hearing Room, Raleigh, North Carolina, and 
furtber providerl that anyone desiring to intervene in the 
matter or desiring to protest the proposed assignment of 
territory should file such intervention or protest vith the 
Commission by August 25, 1970. The notice further provided 
that, in the absence of intervention or protest, the 
commission would d€cide the matter on the application and 
the public records available to it in its files and no 
public hearing vould be held. 

on September 2, 1970, 11r. George R. teornegay, Jr., on 
behalf of Ramhlewood of Mount Olive, Inc., requested that it 
be allowed t.o intervene. setting forth its inte-rest as being 
owner of approximately 33 acres of land about 2 miles north 
of the Tovn of Mount Olive in 'Rayne County, North Carolina. 
said area being subiect to the joint application in this 
proceeding. on September q, 1970. the commission permitted 
said intervention and rescheduled the hearing for December 
11, 1970. 

Motion in the cause was filed with the commission on 
November 4, 1q7n, jointly by CP&L. Pitt-Greene E~C and Tri­
County EMC, requesting that the Commission enter a severance 
order relating to·Greene and Lenoir counties, and further 
requested that t.he Commission assign the electric service 
areas in said cOunties. on November 19, 1970. the 
Commission entered a. Severance Order dividing Docket No. ES-
91 and ES-91 (A). Tn Docket No. ES-91 (A)·, the Commission, 
after making requisite findings under G.S. 62-110.2 
concluded that the assignment of areas in Greene and Lenoir 
Counties, as designated on Exhibits k and B being the maps 
.filed with the joint application, was in accordance with 
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pablic convenience and necessity, and by its Order of 
November 19, 1970, permitted assignment of electric service 
areas in Greene and Lenoir counties, ann made no finding in 
this matter regarding Wayne county, being the area subject 
to the interv~ntion of flamblewood of Haunt Olive, Inc. 

Accordinglv, the hearing which 11as held on December 11, 
1970, vas 'for the sole purpose of g1v1.ng consideration to 
the joint apPlicatian insofar as it related to a specific 
area in Wayne county subiect to the intervention of 
Ramblevood of Mount Olive, Inc. 

At the hearing on December 11, 1970, Nr. George R. 
Kornegay, Jr., attorney representing Ramblevood, testified 
that he and his wife, Evelyn P. Kornegay, were the owners of 
Ramtlevood of Mount Olive. Inc •• developer of Ramblevood 
Subdivision located in Vayne county. He indicated that it 
was his understanding that CP&L already had power to 26 lots 
in Ramhlewood Suh~ivision and that although there was no 
power presently available to the 14 lots in the northern 
section of Ramblewood Subdivision. that Tri-county ENC in 
accordance vi th t.he joint application filed vith the 
commission voul1 serve the 14 remaining lots. !'Ir. Kornegay 
stated that the Southern Wayne County club was served by 
Tri-county EMC. He further testified that development of 
Ramblewood Subdivision was begun approximately 1 1/2 years 
prior to the hearing, but that the only house completed in 
the subdivision was his personal dwelling located on Lot 14. 
Mr. Kornegay stated that Ramblevood of ~ount Olive. Inc. vas 
selling the lots in said subdivision but as of the date of 
the hearing. no lots had been sold. !'Ir. Kornegay testified 
that his main interest as an intervenor vas in having one 
power company serve the entire subdivision and stated that 
this was the reason he filed intervention in this 
proceeding. 

Testimony vas presented on behalf of Tri-County RP!C 
through Clinton B. Galphin, Consulting Engineer of the firm 
of L. E.. Wooten and Company. P!r. Galphin testified that 
the design, development and operation of the electrical 
system operated by Tri-county EftC was under his overall 
supervision .and that. in his opinion. Tri-county EMC could 
render adequate and dependable electrical service to the 
lots in RamDlewood subdivision pursuant to the joint 
application and negotiated agree ae nt be tween said El'IC and 
CP&L. He further testified that Tri-County l!:l'IC would employ 
the use of padmounted transformers and that it vas his 
understanding that this vas the same kind of transformer 
that CP&t woulrl. be utilizing in the other part of the 
subdivision. perhaps even the same color. He testified that 
there would · be no duplication of t be facilities of Tri­
county E~C or CP&L and that customers in Ramhlevood 
subdivision would not in any vay suffer regarding the 
quality of service as a result. of the joint proposal under 
consideration in this proceeding. 
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The evidence tends to indicate that when the agreement 
g.1.v ing rise t.o t.he joint application in this proceeding Vas 
negotiate~, neither of the joint applicants was aware of the 
proposed devP.lopment of Famblevood Subdivision. 

This order relates to the assignment of electric service 
areas in aayne county as requested in the joint application 
of CP&L, Pitt-Greene EMC and Tri-county E~C- No other 
protests or interventions were filed regar'ding any other 
areas in Wayne county under the joint application. 

Based upon the verified application, 
commission, and the evidence adduced at 
Commission makes the following 

FINDINGS OF FACT 

the records of the 
the hearing, the 

( 1) Carolina Paver f. Light company is a corporation duly 
organized and existing under the lavs of the State of North 
Carolina as a public ut.ility, with its principal office and 
place of business at 136 Fayettevill.e Street, Raleigh, North 
Carolina. Tri-county EftC is an Electric nembership 
Corporation duly organized and existing under the laws of 
the State of North Carolina with its principal office and 
place of business in Goldsboro, Horth Carolina. l?itt & 
Greene EMC is an Elect. ric !'lembership corporation duly 
organized an~ existing under the laws of the State of North 
Carolina v ith its principal office and place of business in 
Farmville, North Carolina. 

(21 Each of the above named applicants is an "electric 
supplier" as defined in Section 62-110.2(a) (3) of the 
General Statutes of North Carolina, and as such is 
authorized to apply to the commission for assignment of 
service areas in accordance with public convenience and 
necessity nursuant to Section 62-110.2 (c) of the General 
Statutes of North Carolina. 

(3) CP&L and Tri-County EftC and Pitt & Greene E~C are 
authorized to operate, and do operate, in

1 
'ilayne county. 

(4) No other electric supplier as defined in G.s. 62-
110.2(a) (3) operates in Wayne county and no electric 
suppliers serving in other 8.reas of this- county assert any 
claim. for assignment to it by the Commission of the areas 
covered by the application. 

(5) CP&L, Tri-County P.5C and Pitt & Greene F.~C have 
conducted extended negotiations vith respect to Vayne county 
and the designation of assigned and unassigned.- areas 
therein, as contemplated under chapter 287, public Lavs 
1CJ65, now codified in Chapter 62 of the General statutes of 
North Carolina. As a result of these negotiations, a joint 
agreement has been reached between the applicants, 
respectively, covering all areas in Hayne County vhic~ lie 
outside the corporate limits of municipalities, and more 
than 300 feet from the lines of any electric supplier, and 
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vhich may be subject 
Section 62-110.2(c) 
Carolina. 

to assignment by this Commission nnder 
of the General Statutes of North 

(6) aaps of Vayne County vere filed vith the application. 
said maps through appropriate symbols and legends designate 
the areas which applicants request the commission to assign 
to CP&L, Tri-County EPIC and Pitt & 'Jreene Er!C- The maps 
also designate the areas that are requested to be ordered to 
he unassigne1 as to any electric supplier and also show the 
areas vhich are not included vithin the application. The 
exhibits signed by representatives of all the applicants 
show the lines of all suppliers in Wayne county set out on 
the officia I Mylar maps of such counties filed vith the 
Co111t11ission on Auqust 23, 1966, and August 31, 1966, 
respectively. 

[71 
C'lli ve, 
having 
it vas 

The main interest of intervenor Ramblevood of Nount 
Inc., stated by Nr. George R. Kornegay, Jr., is in 

one power company serve Ramblevood Subdivision, and 
for this reason that intervention vas filed. 

(8) The evidence of Tri-County Ef'!C indicates that said 
RPJC can render adequate anil dependable electric service to 
customers in the ar~as described in the joint application, 
being a portion of Ramblevood Subdivision, and that there 
will he no duplication of the facilities of Tri-county EHC 
and CP&L in said subdivision. 

(9) No other protests or interventions have been filed 
regarding any other areas of Wayne County subject to this 
joint application. 

Based upon the foregoing Findings of Pact, the commission 
makes the f ollovi ng 

CONCLIJSIONS 

The commL,;sion fincls and concludes that the assignment of 
the areas in Wayne county as destgnated by appropriate 
symbols and legen1s on the maps filed with the application 
is in accord~nce with public convenience and necessity. 

Under G.S. 62-110 .. 2{c} {1) in making assignments of 
electric service areas, this commission is to consider, 
among other things, the location of existing lines and 
facilities of electric suppliers, and the adequacy and 
dependability of the service of· the electric suppliers but 
not considering ratP ~ifferentials among electric suppliers. 

As expressly in~icated by the intervenor Ramblevood of 
Plount Olive, Inc., its main interest in this proceeding is 
to have one power company to serve Ramblewood Subdivision. 
This vas sai~ to be the reason foe requesting intervention 
in this case. Beyond this concern, the intervenor has 
demonstrated no further reason or reasons. or established 
the saml?" by evidence, vhich this Commission could consider 
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as to whether to allow the intervenor's request that the 
comaission alter the negotiated agreement which is the 
subiect of the joint application in this proceeding as it 
relates to Ramhlevood Subdivision to require only CP&L to 
serve said subdivision. Mr. ~ornegay stated that as of the 
date of the hearing, no lot bad been sold in· the Subdivision 
for building purposes except Lot 14 upon which he has 
completed the construction of his personal dwelling. The 
intervenor offered no evidence vith respect to the adequacy 
and dependability o!: the service of either applicant in this 
proceeding. Additionally, a consulting Engineer for Tri­
county EMC testified that said E~C can render adequate and 
dependable electric service to that portion of Ramblewood 
subdivision. which is subject to the joint application filed 
in this proceeding. Not only would similar pad11ounted 

·transformers be used by both electric suppliers. but said 
transformeLs might even be obtained in the same color. The 
evidence of Tri-c·ounty El'tC indicates that there vould be no 
duplication of facilities as a result of the joint proposal 
and that customers in Ramblevood Subdivision would not in 
any vay suffeL in connection vith the quality of service as 
a result of the joint proposal. 

IT IS• THEREFOBE• ORDERED as follows: 

(1) That the application of CP&L. Pitt-Greene E"C and 
Tri-County Enc. for electLic area assignments. be. and the 
same hereby is. approved for the areas in Wayne county 
situated more than 300 feet from the lines of any electric 
supplier. and outside the corporate limits of any 
municipality and are assigned to the respective applicants 
or designated as unassigned. as referred to in the exhibits 
attached to the application filed in this proceeding. 

(2) That the request of the 
negotiated agreement which is the 
application in this proceeding as 

,subdivision to require only CP&L to 
'he. and the same hereby is, denied. 

ISSUED BY ORDER OF THE co""ISSION. 

This the 8th day of January. 1971. 

intervenor to alter the 
subject of the joint 

it relates to Ramblevood 
serve said subdivision 

NORTH CAROLINA UTILITIES CO88ISSION 
~ary Laurens Richardson, Chief Clerk 

(SEAL) 

DOCKET NO .. HS-93 

BEFOBE THE NORTH CiROLIN~ UTILITIES COftftISSION 

rn the l'tatter of 
Application of Lake surf. -Incorporated. ) . 
et al., for Reassignment of Electric ) ORDER DISftISSING 
Service Area ) APPLICiTIOH 
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BY THE COftKISSION: This proceeding is before the 
co1mission on the Application of Lake Surf, Incorporated, 
Whisperinq Pines, Noore county, North Carolina, and Randolph 
s. Sorrell, ,James W. Davis, Roby H. Futrell, Rebecca F. 
Greene iind Robert T .. Skelton, as property ovners who have 
bought lots in the Lake surf development near Lobelia, l'loore 
County, North Carolina, filed on February 3, 1971, seeking 
reassignment of a 400 acre tract of land in said Lake Surf 
development near Lobelia, l'loore County, Rorth Carolina, as 
described in said Application, heretofore assigned to 
central Electric Membership corporation (hereina-fter called 
"Central"}, and nraying that said 400 acres be reassigned 
under the Electric service Area Act, to vit, G.S. 62-
110 (c) (2) to Carolina Pover & Light Company. 

The grounds set out in the Application for reassignment of 
said electric service area are that Lake surf, Incorporated, 
is developing a large tract of land near Lobelia in Koore 
County; that. 4600 acres, or over <JOI of said Lake Surf, 
Incorporated, property, have been assigned to Carolina Pover 
& Light Company and that it is desired by the applicants, 
including Lake Surf, IncorporatP.d, and the lot owners named 
above, that the sub1ect !JOO acres also be served by Carolina 
Paver & Light company, and stating certain general 
characteristics of Carolina Power & Light company as a large 
regulated utility company as the basis for such desire for 
service from Carolina ?over & Light Company, including the 
desire to have one electric supplier for the entire area 
involved. 

G.S. 62-110.2, providing £or assignment of electric 
service areas outsi~e of municipalities as between public 
utility electric companies and electric membership 
corporations, is a nart of the Electric Service ~rea Act of 
1q65 and provides a comprehensive plan for assignment of 
electric service areas, inclurl.ing the establishment of 
appropriate proceedings and standards to be observed in such 
assignments. G .. S. 62-110.2(c) (2) sets forth the provisions 
of reassignment of electric service area under said Act as 
fol lows: 

"G .. S. 62-110.2 (C) (2). The Commission, upon agreement of 
the affected electric suppliers, is authorized to reassign 
to one electric supplier any area or portion thereof 
theretofore assigned to another; and the Commission, 
notwithstanding the lack of such agreement, is authorized 
to reassign to one electric supplier any area or portion 
thereof theretofore assigned to another, except pcemises 
being served hv the other electric supplier or to which 
any of its facilities for service are attached and except 
such portions of such area as are vithin 300 feet of the 
other electric supplier's lines, upon finding that such 
reassignment is required by public convenience and 
necessity. In determining whether public convenience and 
necessity requires such reassignment, the Commission shall 
consider, among other things. the adequacy and 
dependability of the service of the affected electric 
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suppliers, but shall not consider rate differentials 
betveen such electric suppliers." 

The statutory plan for reassignment of a ,service area once 
established thus ptovides that the commission may reassign 
without consent of both electric suppliers upon first. 
finding that such reassignment is required by public 
convenience and necessity and, in considering public 
convenience and necessity, the commission shall consider the 
adequacy and dependability of the service of the affected 
electrical suppliers, but shall not consider rate 
differentials between such electric suppliers. 

The Application filed in this proceeding by Lake surf, 
Incorporated, et al, is silent as to the adeguacy and 
dependability of the service of central, the electric 
supplier to vhich the area is assigned. There is no 
allegation of inadequacy or lack of dependability of such 
service. The area was assigned to central after public 
notice. The provisions for reassignment of such service 
area do not contemplate reassignment based _solely upon the 
desire of property owners to cb:1.nge from one electric 
supplier to another electric supplier. 

{ 

The Application describes the 400 acres involved as being 
hounded generally on the north by State Road No. 2015; on 
the east by State Road No. 1825; on the south by Crane 
creek; and on the vest by State Road No. 2O1q; and the 
Application states that central ha!jo no electric service 
lines in the area other than a single phase line in the far 
northvestern corner of the property from vhich no customer 
is now serve~. It thus appears from the ~pplication that 
the subject qoo acres is bounded on all sides by State Roads 
or a natural boundary and that there is no electric service 
in the area at the present time. There is no allegation or 
contention that the applicants have called upon Central to 
provide service nor that the service of Central, if 
provided, vould not be adequate and dependable. 

Based upon the above considerations, the Commission is of 
the opinion that the Application does not set out sufficient 
allegations upon which to institute a proceeding for 
reassignment of the service area, and fails to state g~ounds 
for reassignment of the service area involved under the 
Electric Service Area Act. 

IT IS, 
0

THEREPO'RE, 
surf, Incorporated, et 
is hereby dismissed en 
set forth, for failure 
relief pra ye-'t. 

OFDERED that the ~pplication of .Lake 
al, filed herein on February 3, 1971, 
the grounds and for the reasons above 
to state sufficient grounds for the 

ISSUED BY ORDER O'P' TH-E COl'IIHSSION. 
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This qth day of March, 1971. 

NORTH CAROLINA UTILITIES connISSION 
Katherine i,. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. ES-4B 
DOCKET NO. ES-48-A 

BEFORE THE NORTH CAROLIN~ UTILITIES COMeISSION 

rn the Hatter of 
Joint APnlie::ttion of nuke Power Company) 
and Piedmont Flectric !'lemhership Corpo- ) SEVERANCE ORDER 
ration under Chapter 287, Public Lavs ) ARD oRDEtl 
1965 [G.S. 62-110.2fc) 1 for Assignment ) ASSIGHTNG ELECTRIC 
of Areas in Caswell, Durha11, Orange, ) SERVICE AREAS 
and Person counties J 

BY THE C0KlHSSI0N: 'l'his matter comes before the 
Co11mission on joint Application filed on 11ay 29, 1969, by 
Duke Power Company (Duke) and Piedmont Electric Membership 
corporation (Piedmont E"'C), under the provisions of Section 
62-110.2(c) of the General Statutes of North Carolina for 
the assignment of electric service areas in Caswell, Durham, 
orange, and.Person counties, North Carolina. 

on June 16, 196q, the commission in this Docket issuea a 
form of notice to be published once a week for four 
successive weeks in a daily nevspaper having general 
circulation in Caswell, Durham, Oranqe and Person counties, 
as required by Commission Rule RB-29. The notice vas 
published 011 June 20, June 27, July 4, and July 11. 1969, in 
the Durha m-M:orning Herald, a daily newspaper having general 
circulation in Caswell, Durham, Orange, and Person counties, 
and the Commission has been furnished an Affidavit of 
Publication to that effect. The notice set the matter for 
hearing on September 19, 1969, at 10:00 a.m .. in the 
commission's Hearing Room, Raleigh, North Carolina, and 
further provided that anyone desiring to intervene in the 
matter or desiring to protest the proposed assignment of 
territory s~ould file such intervention or protest vith the 
Commission by September 9, 1969. The notice further 
provided that, in the absence of intervention or protest, 
the Commission would decide the matter on the Application 
and the public records a·vailable to it in its files :1.nd no 
public hearing would be held. 

An intervention was filed with respect to Durham and 
Orange counties and an order issued on November 18, 1970, 
vhich continued the hearing on this matter and rescheduled 
it on January B, 1971, in the offices of the Commission. 
1 West "organ Street. Raleigh, North Carolina~ The hearing 
has been continued from time to time and is presently to be 
rescheduled by further order of the commission. 
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The time for interYention or protest vith respect to the 
areas located in Caswell and Person counties has long since 
expired and no such intervention or protest vas filed vith 
the commission. The hearing to be scheduled by the 
Commission is for the sole purpose of giving consideration 
to the ~pplication insofar as it relates to specific areas 
in Durham. and orange counties, Horth Carolina, and such 
hearing vill have no bearing on or releTancy to the 
assignments in Caswell and Person Comnties. 

Therefore and based upon receiving a "!otion in the cause 
for severance order Relating to Caswell and Person counties" 
filed jointly vith the com ■ ission by all applican~s on 
September 10, 1971, the co111Ussion sets forth in its 
ordering clause a granting of the !'lotion to Sever the 
Application for area assignaents of Caswell and Person 
Counties from its final Order relating to Durham and :Jrange 
Counties. 

Upon the verified Application and the records of the 
Commission, the Commission makes the following 

FINDINGS OF UCT 

1. Duke Power company is a corporation duly organized 
and existing under the lavs of the State of North Carolina 
as a public utility, with the principal office and place of 
business of nuke at 1122 South church Street., Charlotte, 
North Carolina. Piedmont E!IC is an electric membership 
corporation :luly organized and existing under the l.avs of 
the state of Horth Carolina 9ith the principal office and 
place of business in Hillsborough, Horth Carolina. 

2. Both of the above-named applicants ai:e "electric 
suppliers" as defined in section 62-110.2(a)3 of the Genei:al 
Statutes of North Carolina, and as such are authorized to 
apply to the_ Commission for assignment of service areas in 
accordance vith public convenience and necessity pursuant to 
Section 62-110.2(c) of the General Statutes of North 
Carolina. 

3. Du\e Power company and Piedmont. E~C are authorized to 
operate, and do operate., in Caswell and Person Counties. 
The applicants are, and for many years have been Tendering 
electric service to numerous customers in these Counties. 

ll. No other electric supplier as defined in G. s. 62-
110.2 (a) 3 operates in the areas in Caswell and Person 
Counties covered by the Application and no electric 
suppliers serving in other areas of these ana adjacent 
counties assert a:ny claim for assignment to them bv the 
Commission of any of the areas covered by the ~pplicatiOn. 

5. Duke Power Company and Piedmont EftC conducted 
extended negotiations with respect to Caswell and Person 
Counties and the designation of assigned and unassigned 
areas therein, as contemplated under Chapter 287., Public 
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tavs 1965, nov codified in chapter 62 of the General 
Statutes of North Carolina. As a result of these 
negotiations, a joint agreement has been reached between the 
applicants, respectively, covering all areas in Caswell and 
Person counties vhich are not excluded in the Application 
and which lie outsirle the corporate limits of municipalities 
and more than 300 feet from the lines of any electric 
supplier and vhich may be subject to assignment by this 
Commission under Section 62-110.2(c) of the General Statutes 
of North Carolina. 

6. Pfaps of Caswell and Person counties vere filed as 
Exhibits A and D, respectively, to the Application, said 
maps through appropriate symbols and legends designate the 
areas vhich applicants request the co1111ission to assign to 
Duke Power Company and to Piedmont El!C. The maps also 
designate the areas that are requested to be ordered to be 
unassigned as to any electric supplier and also show the 
areas which are not included vithin the Application. 
Exhibits A and D vere signed by representatives of all the 
applicants and show the lines of all suppliers in Caswell 
and Person Counties as set out on the official l!ylar aaps of 
such Counties filed with the Co11111ission on July 22, 1966. 

COHCLUSIOHS 

The commission finds and concludes that the assignment of 
areas in Caswell and Person counties as designated by 
appropriate symbols and legends on the maps filed vith the 
Application as Exhibits A and D is in accordance with public 
convenience and necessity. 

IT rs, THEREFORE, ORDERED: 

1. That the Application of Doke Power Company and 
Piedmont Electric ~embership Corporation for area assignment 
in Caswell, Durham, Oranqe, and Person counties be diTided 
into two parts so as to sever the ~pplication for area 
assignment of Caswell and Person Counties ft'om the 
Application of area assignment for Durham and ~range 
Counties. For ideritification and filing purposes the 
Dockets for these Applications shall be referred to as ES­
Q8-A and ES-Q8, respectively. 

2. That the _Application of Duke Paver Company and 
Piedmont Electric nembership corporation for electrical area 
assignment be, and the same hereby is, approved for the 
areas in Caswell and Person Counties situated more than 
three hundred (300) feet from the lines of any electric 
snpplier and outside the corporate limits of any 
municipality and are assigned to the respective applicants 
or designated as unassigned, all as shown on Exhibits A and 
D incorporated herein by reference and ■ ade a part of this 
order (identified for reference purposes as being in Docket 
Ko. ES-48-A) as fully as if set out herein. 

ISSUED BY ORDER OF THE COftftISSIOH. 



182 ELECTRICITY 

. This the 6th day of October, 1971. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine ft. Peele, Chief Clerk 

(SEAL) 

DOC~ET NO. EC-59, SUB 5 

BEFORE THE NORTH CAROLINA UTILITTES COMMISSION 

In the aatter of 
The Transfer of Electric Service ~reas of) ORDER 
Pamlico-Beaufort Electric ftembership Cor- ) TRlNSFERRING 
poration to Tideland (Formerly Woodstock) ) ELECTRIC 
Electric Membership ccrporation ) SERVICE AREAS 

BY THE co,,KISSION: Upon consideration of the record 
herein, inc.lurlinq the allegations contained in the verified 
Application, and it appearing, and the commission finding, 
that Woodstock Electric Plembership Corporation ("Woodstock" 
or nTidelani") an~ Pamlico-Beaufort Electric ftembership 
corporation ("Pamlico-Beaufort") have entered into an 
agreement, which has been duly approved bf their respective 
memberships and by the United States Rural Electrification 
~dministration, whereby Woodstock will by charter amendments 
change its name to "Tideland Electric Pfembership 
Corporation" and become corporately empowered to furnish 
electric service in all counties in vhich Pamlico-Beaufort 
presently furnishes service; that Pamlico-Beaufort vill 
transfer, convey and assign all of its assets of whatever 
kind to Tideland, which in turn vill assume totally all of 
Pa11l ico-Beaufort' s liabilities and obligations, effective as 
of midnight EST December 31, 1971; that the United States 
Rural 'Electrification ~dministration, as shown on Exhibits 
"B" and "C" attached to the Application, bas given its 
approval to the propoSed plan of combination; and that the 
plan of combining the t.vo Electric Met1bership corporations 
as specified in the agreement for such combination, dated 
ftay 6, 1971, and being Exhibit "A" of the Application, has 
been or will be effectuated in all respects; that the 
Commission by Order has heretofore, pursuant to G.S. 62-
110.2(c), assigned certain electric service areas to 
Pamlico-Beaufort, and designated certain areas as being 
unassigned, in Pamlico, Beaufort and Craven Counties, Horth 
Carolina, via Coml!I ission Orders in Docket Nos. ES-29, ES-6A, 
and ES-28, tke same being herein incorporated by reference; 
and it appearing that said assignments should be transferred 
on the records of the Commission as hereinafter ordered; 

It IS, THEREFORE, ORDERED that the ,ppllcation for 
transfer of electric service areas filed herein by Woodstock 
and Pamlico-Beaufort El·ectric !lembership corporations is 
hereby approved; and that tbe maps on file vith the 
Co■ mission in electric service area assignment Docket Hos. 
Es-2q, ES-68, and ES-28 are hereby amended to shov that the 
electric service areas heretofore assigned to Pamlico-
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Beaufort Electric fte11bership Corporation are hereafter 
assigned to Ti~eland Electric ftembership corporation, and 
the books and records of the Utilities commission shall 
hereafter be amended to shov that all electric service areas 
heretofore assiqned to Pamlico-Beaufort Electric ftembership 
corporation are nov and hereafter assigned to Tideland 
Electric ~embership Corporation: provided, however, this 
order is issued subject to, and shall become effective as of 
midnight EST December 31, 1971, only upon, the effectuation 
of the plan of combination as above outlined and as set 
forth in the agreement therefor constituting Exhibit nAn of 
the Application .. 

ISSUED BY ORDER OP THE CON"ISSION. 

This the 24th day of November, 1971. 

(SEAL) 

NORTH CAROLINA UTILITIES co~~ISSION 
Katherine ft. Peele, Chief Clerk 
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DOCKET NO. G-21, SOB 61 

BEFOFE THE NORTH CAROLINA UTILITIES co~~ISSION 

In the "atter of 
A.pplica tion of North Carolin a Natural 
Gas Corporation for an Adjustment in 
its Rates and Charges 

ORDER ALLOAIJIG 
INCREASE IN RATES 
AND CHHGES 

BURD IN: The commission Hearing Room, Ruffin Building, 
Raleigh, North Carolina; on July 27; 1971 at 
9:30 A.a. 

BEFOPE: Chairman Harry T. Westcott (Presiding,, 
Commissioners John V. l'lcDevitt, l'!arvin 
Wooten, Miles R. Rhyne and Hugh A.. Wells 

lPPE AU NCES: -

For the Applicant: 

Donald w. !!ccoy 
Alfred E. Cleveland 
Kccoy, weaver, Higgins, Cleveland & Raper 
Attorneys at Lav 
Box 1688 
Fayetteville, North Carolina 

For the commission Staff: 

naurice w. Horne 
Assistant Commission Attorney 
Ruffin Building 
Raleigh, North Carolina 

and 
R. 

BT THE COrilfHSSTON: This proceeding vas instit.nted by an 
application filed by North Carolina Natural Gas corporation, 
hereinafter referred to as "Applicant", on May 27, 1971, 
seeking authority to adjust and increase its rates and 
charges amounting to approximately $1,019,169 in annual 
gross revenues, tbe same being sought to recover the 
increased cost of purchased gas to it from its supplier and 
the related gross receipts tax and increased insurance cost. 
This increase vas sought to be made effective on January 10, 
1971. 

By Order of December 31, 1970, the commission ordered that 
the filing herein be suspended, set the matter for 
inTestigation and scheduled sa ■e for hearing and further 
approved the rates sought vith an effective date of Janna.ry 
28, 1971, subject to cefund under an undertaking as proTided 
in G. S. 62-1]5; declared the matter to be a general rate 
case; required public notice to be given by the ~pplicant 
and placed upon the Applicant the burden of proving its 
r~quested increases to be just, reasonable and otherwise 
lawful. 
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This matter came on for hearing at the ti ■e and place 
specified in the order. Ho one appeared to protest the 
application. The Applicant presented its evidence through 
the testimony of Frank Barragan, Jr., President; John T. 
Bartlett, Tice President; Hovard L. Ford, Vice President & 
Treasurer; Art.bur P. Gnann, Jr., Vice President of 
Operations, and Glenn E. Anderson, Chief Executive Officer 
of Carolina Securities corporation, along with certain 
exhihits and other evidence by vay of judicial notice as set 
out in the record herein. 

The Commission Staff presented evidence through the 
testimony of Jesse c. ~ent, Jr., Staff Accountant, and 
Raymond J. Nery, Chief-Gas & water Engineering Division. 
The testimony of these witnesses and exhibits and other 
evidence are of record. 

Based uoon the entire record in this proceeding, the 
Commission.makes the following 

YIND'IRGS OF FACT 

(1) Applicant, North Carolina Natural Gas Corporation, is 
a Delaware corporation authorized to do business in North 

'Carolina and is a duly franchised area operating public 
utility under the lavs of the State of North Carolina and is 
subject. to the jurisdiction of this Commission for the 
purpose of fixing its rates and charges. 

(2) Applicant has experienced increases in the cost of 
purchased gas, which said item of expense a ■ounts to 
approximately 661 of its total operating expenses, in the 
amount of !1,019,169 vith further increases experienced vitb 
respect to the related gross receipts tax. These increases 
result from increases imposed on the lpplicant by its 
suppliers, Transcontinental Gas Pipe Line corporation and 
Piedmont Natural Gas Company, which said suppliers in 
connection vith such sales are regulated by the Federal 
Paver Commission and this commission. 

(3) That the fair value of the Applicant's property used 
and useful in rendering the service it. provides to its 
customers within the State is approximately $42,000,000. 

(4) Onder Applicant's proposed rates, Applicant will 
realize operating revenues of !24,198,641, operating 
expenses of $21,255,798 and net operating income for return 
of S3,031,33IJ, and a rate of return on fair value of 7.21%. 

(5) To require Applicant to absorb the increases in the 
cost of purchased gas and related gross receipts tax and 
insurance costs would result in the Applicant being required 
to operate at a rate of return that would be less than one 
that is just, reasonable or sufficient under the Applicant's 
current operating conditions. 
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(6) The rates proposed by the Applicant vill not more 
than offset the increased cost of purchased gas i~posed upon 
it by its suppliers and the related gross receipts tax and 
insurance costs., and, therefore, are not unjust and 
unreasonable. 

(7) The cate of return on fair value herein approved of 
7.21~ is just. reasonable and lawful, and is sufficient to 
enable Applicant by sound management to produce a fair 
profit for its stockholders., considering changing economic 
conditions and other factors, as they nov exist, and to 
maintain its facilities and service in accordance vith the 
reasonable requirements of its customers in the territory 
covered by its franchise, and to compete in the market foi: 
capital funis on terms vhiCh are reasonable and which are 
fair to its customers and to its existing investors. 

(fJ) That the net. result of action by the Federal Power 
Commission, in the several dockets pending before it, which 
has resulted in increases and decreases in the wholesale 
cost of gas to the Applicant, is to afford a .1 cent per ftCF 
decrease in the cost of such gas vhich vas included in the 
rates heretofore approved by the commission, subject to 
refund under an undertaking, and the same to that extent 
should be refunded and new tariffs filed. 

(9) That North Carolina Natural Gas corporation should 
file its plan of refunding the excess funds collected to its 
customers in a~cordance vith this order, vbicb plan shall be 
submitted to this commission for approval. 

Based upon the foregoing Findings of Fact, the commission 
makes the following 

CONCLUSIONS 

The commission concludes that the rates re.quested by the 
Applicant in this proceeding are not unjust and unreasonable 
under Applicant's current operating conditions and that the 
increases authorized herein will result in a rate of return 
that is not unjust and unrea~onable to the Applicant, 
thereby permittinq it to realize sufficient earnings to 
enable it to provide adequate service to its customers. 

The Com'mission concludes that in the event the Federal 
Pover commission disallows all or any portion of the rate 
increases now oending before it, the Applicant should be 
reguire!\ to file immediately revised tariffs reflecting such 
reduction in rates to it; and the commission further 
concludes that the Company should immediately refund to its 
customet:s that portion of the increases heretofore approved 
under an undertaking in thiS docket, which exceeds the cost 
of gas to it as approved by the Federal Power Commission. 
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IT IS, THF.REFORE, ORDERED as follows: 

(1) That North Carolina Natural ~as Corporation shall 
file revised tariffs consistent with the premises of this 
Order effective August 1, 1971, and. shall make appropriate 
refunds in accordilnce with the Findings and conclusions 
herein .. 

ISSUED BY ~RDEF OF THE COMMISSION. 

This 30th rlay of ,Tuly, 1971 .. 

NORTH CAROLINA DTILITIES CO"l'!TSSION 
!nne L .. Olive, Deputy Clerk 

(SEAL) 

DOCKET no .. G-3, SUB 42 

BEFORP. THE NORTH CAROLINA UTILITIES COMMISSION 

In the !"latter of 
Application of Pennsylvania r. southern Gas 
Company (North Carolina Gas Service 
Division) for an ~diustment of its Rates 
and Charges 

ORDEF ALLO'ifING 
INCFEASE IN 
RATES AND 
CHARGES 

HE;t.PD TN: 

BEFOPE: 

APPEARANCES: 

The commission Hearing Rooa, Ruffin Building, 
Faleigh, North Carolina, on July 20, 1q71, at 
9:30 A.a. 

chairman Harry T. 
commissioners John 
'ifooten and l'!-iles H .. 

Westcott (Presidingl 
If. Jl!cDevitt, Harvin 

Rhyne 

and 
R. 

For the Applicant: 

J.ames T. Williams, Jr. 
~cLendon, Brim, Brooks, Pierce & Daniels 
~ttorneys at Lav 
440 v. ~arket Street 
r;reensboro, North Carolina 27402 

For the Commission Staff: 

Maurice w. Horne 
Assistant commission ~ttorney 
North Carolina Utilities Commission 
Ruff.in Building 
Raleigh, North Carolina 

WOOTEN, co,1nssIONER: Pennsylvania & southern Gas 
Company (North Carolina Gas Service Division), (hereinafter 
Applicant). filed vith the commission on December 28, 1970, 
an application seeking authority to adjust arid increase its 
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rates and charges in an amount equal to approximately 
s1eq,086, the same being sought to cover the increased cost 
of purchaser! gas to it· from its suppliers and the related 
gross receipts· tax and insurance cost. This increase vas 
sought to be made effective On January 27, 1971. 

The commission bv Order dated J:1.nuary 12, 1971', ordered 
that the filing her0in be suspended, set the same for 
inYestigation and scheduled the matter fOr hearing as set 
out in the caption: approved the rates sought vith an 
effective dat.e of January 28, 1971, subject to refund, under 
an undertaking as provided in G.s. 62-135; declared the 
matter to be a general rate case; required public notice to 
be given by the Applicant and placed upon the Applicant the 
burden of proving its requested increases to be just, 
reasonable and otherwise lawful. 

Upon the call of this matter for hearing, the Applicant 
presented tvo witnesses: c.e. Coulter, a aember of the 
Board of Directors, President, and General ftanager of the 
ipplicant, and William R. Devore, Treasurer and Assistant 
Secretary of the Company: certain exhibits and other 
evidence by way of judicial notice as set out in the record 
herein. 

The Commission Staff presented its case through the 
testimony of Raymond J. Nery, chief Engineer, Gas and Water 
Division, and tHlliam E. carter, Staff Accountant. The 
testimony of these vi tnesses and exhibits and other evidence 
are of record. 

Based unon the entire record in this proceeding, the 
commission· makes the following 

FINDINGS OF FACT 

1. Applicant, Pennsylvania &. Southern Gas Company (NOrth 
Carolina Gas service Division), is a duly franchised and 
operating public utility under the lavs of the State of 
North Carolina and is subject to the jurisdiction of this 
Commission for the• purpose of fixing its rates and charges. 

2. !\pplicant has experienced increases in its cost of 
purchase~ gas, vhich said item of expense amounts to 
approx~mately 67% of its total operating expenses, in the 
amount of $2,396,138, including the related gross receipts 
taxes.. These increases result from increases imposed on 
the ~pplicant by its Suppliers, Transcontinental Gas 
Pipeline Corporation and public service company of North 
Carolina, which said puppliers in connection vith such sales 
are regulated hy the Federal Power commission and this 
commission. 

3.. That the fair value of the Applicant's property used 
and useful in rendering the service it provides to its 
customers. within the State is approximately $3,500,000. 
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4. Un~er Applicant's proposed rates, Applicant vill 
realize operating revenues of $2,661,956, operating expenses 
of $2,396,138" and net operating income of $273,022, and a 
rate of return on fair value of 7.AI. 

5. Ta require Applicant to absorb the increases in the 
cost of purchased gas and related gross receipts taxes and 
insurance costs vould result in the Applicant being required 
to operate at a rate of return that vould be less than one 
that is just, reasonable or sufficient under the Applicant's 
current operating conditions. 

6. The rates proposed by the Applicant will not more 
than· offset the increased cost of purchased gas imposed upon 
it by its suppliers and the related gross receipts tax and 
insurance costs, and. therefore, are not unjust and 
u nr easonab le. 

7. The rate of return on fair value herein approved of 
7.81 is just. reasonable and lavful. and is sufficient to 
enable the 11tili ty hy sound management to produce a fair 
profit for its stockholdP.rs. considering changing economical 
conditions and other factors. as they nov exist. and to 
maintain its facilities and. service in accordance vith the 
reasonable re q11i re men ts of its customers in the territory 
covered by it.s fCa nchise. and to compete in the market for 
capital funds on terms which are reasonable and which are 
fair to its customers and to its existing investors. 

8. That the net result of action by the Federal Paver 
Commission. in the several dockets pending before it, vhich 
has resulted in increases and decreases irt the wholesale 
cost of gas to the Applicant, is to ~fford a .1 cent per KCP 
decrease in the cost of such gas which vas includecl in the 
rates heretof'o-re approved by the Commission. sub"ject to 
refund under an undertaking. and the same to that extent 
should be refunded and nev t.ari ffs filed. 

9. That Pennsylvania & Southern Gas Company {North 
Carolina Gas Service Division) should file its plan of 
refundinq the excess funds collected to its customers in 
accordance with this order, which plan shall be submitted to 
this commission for approval. 

Based upon the foregoing Findings of Fact, the Commission 
makEs the following 

CONCLUSIONS 

The Commission concludes that the rates requested by the 
Applicant in this proceeding are not unjust and unreasonable 
under ~pplicant•s current operating conditions and that the 
increases authorized herein vill result in a rate of return 
that is not unjust and unreasonable to the Applicant, 
thereby permitting it to realize sufficient earnings to 
enable it to provide adequate service to its customers. 
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The Commission concludes that in the event the Federal 
Power Commission disallows all or any portion of the rate 
increases now pending before it, the Applicant should be 
required to f.ile immediately revised tariffs reflecting such 
reduction in rates to it; and the commission further 
concludes th~t the company should immediately refund to its 
customers that portion of ,the increases heretofore approved 
under an undertaking in th.is docket, which exceeds the cost 
of gas to it as approved by the Federal Paver commission. 

The Commission finally conclua~s that the Applicant should' 
file revised rate schedules and make appropriate refunds to 
its TX rate schedule customers in accordance with the 
reduction in rates authorized by this commission for Public 
Service Company of North Carolina. 

IT IS, THE!HFOPE, ORDERED as follows: 

That Pennsvlvania & Southern Gas Company (North Carolina 
Gas service Division) shall file revised tariffs effective 
August 1, 1g71, and shall make appropriate refunds, all in 
accordance with the Findings and conclusions herein. 

ISSUED BY ORDER OF THE COHl'IISSIOll. 

This thP- 26th day of July, 1971. 

(SEU) 

NORTH CAROLINA UTILITIES connISSION 
Katherine l'I. Peele, Chief Clerk 

DOCKET NO. G-9, SOB 81 
DOCKE'l' NO. G-9, SOB 82 

BEFORE THE NORTH CAROLINA UTILITIES :OMMISSION 

In the Katter of 
Application of Piedmont Natural Gas 
company, Inc., for !\d justment of Its 
RatEs and Charges 

ORDER !LLO'RING 
IHCR EASES IN 
RATES AND CHARGES 

HEARD IN: 

BEFORE: 

APPEARANCES: 

The co~mission Rearing Room. Ruffin Building, 
Raleigh, North Carolina, on April 27, 1971, at 
10:00 A.M. 

chairman .Harry T. 
commisSioilers John 
Wooten and' Riles H. 

Westcott, Presiding, 
w. !"lcDevitt, rtarvin 

Rhyne 

and 
R. 

For the Applicant: 

Jerry W. Amos and 
J. T. Williams, Jr. 
!'!cLendon, Brim. Brook.s, Pierce & Danie.ls 
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Attorneys at Lav 
P. o. Drawer u, Greensboro, North Carolina 

FOr the Intervenor: 

Jean A. Benoy 
R.C. Department of Justice 
Room 12CJ, Ruffin Building 
Raleigh, North Carolina 

and 
r. Beve_rly Lake, Jr. 
N. c. Department of Justice 
Revenue Building 
Raleigh,, North Carolina 
For: The Usirig & consuming Public 

For the Commission staff: 

Edvard R. Ripp 
Commission ,\ ttorney 
Ruffin Building 
Raleigh, North Carolina 

and 
Maurice v. Horne 
,ssistant Commission Attorney 
Ruffin Building 
Raleigh, North Carolina 
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BY THE C0M!'IISSI0N: Piedmont Natural Gas Company, Inc., 
hereinafter referred to as "Applicant", filed vith the 
Commission on October JO, 1970, an application seeking 
authority to adjust and increase its rates and charges in an 
amount equal to approximately 1 cent pet' mcf, being the 
increased cost of purchased gas to it from its suppliers -
11ade effectiv~ January 1, 1970, and the relat.ed gross 
receipts tax, amounting to approximately $69,, 912 additional 
annual revenues. This increase vas sought to be made 
effective on December 1, 1970. 

The ~ppli:::-ant filed an amendment on November 6, 1970, to 
its original application in Docket No. G-9, sub 81, seeking 
authority to increase its t"ates and charges by 1 cent per 
mcf effective January 1, 1971, rept'esenting an increase in 
the cost of purchased gas to it from its suppliet"s amounting 
to approximat~ly $699,396 additional annual revenues, said 
amount being in addition to the increases sought in t.he 
original application filed on October JO, 1970. 

By Order of November 17, 1970, the commission, being of 
the opinion that the application affected the public 
interest, suspended Applicant's request to increase its 
rates and charg?s hereinabove described, declared the 
proceeding to be a qeneral rate case under the provisions of 
G.S. 62-137, set the matter foe investigation and hearing, 
and further required Applicant to publish notice of said 
hearing in sufficient nev'spa pers having ci rcula ti on in its 
service areas .. 
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Applicant filed on December 2., 1970, a Reply to the 
Commission's Order of suspension and Investigation 
requesting that the Commission authorize the Applicant to 
place its proposed rate increases into effect pursuant to 
the undertaking attached to said Reply, in which Applicant 
agreed to refund any amounts collected that vere found to be 
unjust and unreasonable upon final determination by the 
commission .. 

Applicant filed on -nec'ember 10, 1970, an additional 
application, which vas assigned Docket No. G-9, Sub 82, 
requesting "lllthorit.y to increase its rates and charges 
approximately 2.442 cents per mcf effective January 10, 
1971, said amount being a further increase in addition to 
the above mentioned increases imposed upon the Applicant b,y 
its suppliers, particularly Transcontinental Gas Pipeline 
Corporation, hereinafter referred to as "Transco". 

By Order of December 14, 1970, the com.mission approved 
Applicant's undertakings thereby allowing Applicant to place 
into effect subject to refund the increases requested in 
Sub 81. 

Applicant filed on December 22, 1970, amendment to its 
application. A rider vas attached thereto in the form of an 
undertaking in vhich t.he Applicant agreed to refund any 
amounts collected by it vith respect to Docket No. G-9, 
Sub 82 not found to be just and reasonable by the Commission 
after hearing. 

By order of December 31~ 1970, the Commission consolidated 
Docket Nos. G-9, sub 81 and G-9, sub 82 for hearing, 
approved the undertaking filed by the Applicant attached to 
its amendment on December 22, 1970, thereby allowing 
lpplicant ·to malce effective subject to refund the increases 
in costs of purchased gas in Docket No. G-9, Sub 82, 
effective January 28, 1971, and required Applicant to file 
appropriate tariffs. The order further provided that in the 
e•ent the Federal Pover Commission vas to disallow any 
portion of the increases in purchased gas costs requested iii 
su.b 82, Applicant vould be required to immediately file 
revised tariffs accordingly. The order further established 
the test p~riod to be utilized in this proceeding as the 
12 months' period ending August 31, 1970. The dockets vere 
consolidated for hearing on April 27, 1971, and Applicant 
was required to file the Notice of consolidating Dockets for 
hearing attached as "Appendix A" of the co11mission•s order, 
which summarized all of the increases proposed by the 
Applicant in the consolidated proceeding. 

On Barch 2q, 1971, ~otice of Intervention vas filed by 
Robert "organ, Attorney General of Horth Carolina, on behalf 
of the using and consuming public. The Attorney General's 
intervention vas recognized by Order of the Commission dated 
Rarch 29, 1971. 
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BJ' Order of April 6, 1971, the Co11m.ission ez:tended time 
for filing reports by the Co11mission Staff, upon motion by 
the Commission Staff. 

The matter vas called for hearing on April 27, 1971. Ko 
one appeared at the hearing to protest the applications. 
After coffl.pletion of cross-examination of the first witness, 
the Attorney General's representatiYe moved for leave to 
withdraw his intervention in this docket. Without objection 
of the other parties to the procee~ing, the commission 
alloved such withdrawal. 

SOJKARf OP EVID]!!£] 

The increases requested by the Applicant vould amount to 
approximately $2,212,272 in additional gross annual revenues 
to the Applicant. The increases requested herein amount to 
approximately 5.192 cents.per mcf for firm customers and 
4. 9 fl5 cents per mcf for in terr up tible customers. The 
cumulative effect of both of the applications, which have 
been consolidated, is to seek authority to allow the 
Applic·ant to increase its rates only by a11ounts equal to the 
increases in costs of purchased gas to it from its 
suppliers, Transco and Carolin~ Pipeline company, 
hereinafter referred to as "Carolina", and the related gross 
rece"ipts tax. 

Applicant's evidence indicates that Transco, one of its 
tvo suppliers, increased its rates in the following amounts 
and on the following effective dates: {a) on January 1, 
1970, in the aciount of 1 cent per mcf; (b) on January 1, 
1971, in the amount of 1 cent per 11cf and (c) on January 10, 
1971, in the amount of 2.3 cents per mcf. As a result of 
the Federal Power commission's rolling back a portion of the 
rate increases regarding the proposed settlements vith the 
American Gas Distributers and Producers, Transco•s rates 
vere reduced by 1 cent per mcf retroactive as of January 10, 
1971; however, such rates vere increased by 1/2 cent 
effective "arch 26, 1971, resulting in a net increase of 2.2 
cents effective January 10, 1971, rather than a 2.J cents 
increase per mcf effective that date. The Applicant 
contends th'!.t for each 1 cent per 11cf increase in cost of 
purchased gas, it experiences $1,000,000 in increased 
expenses in purchased gas costs and, further, that there is 
an escalator clause in its contract vith its supplier, 
Carolina, which permits Carolina to increase its rates each 
ti11e Transco increases its rates. 

The last general rate increase .for the Applicant was made 
effective on December 1, 1959, in Docket G-9, Sub 33. 

Buell G. Duncan, Chairman of the Board of Directors and 
Chief Executive Officer of the Applicant, testified that 
vhile the Apolicant has experienced increases in many items 
of expense an~ is considering the possible necessity of 
filing another general rate application, the proceedings 
herein relate only to the Applicant seeking increases 
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amounting to the costs of purchased gas to it from its 
suppliers an~ the applicable gross receipts tax. The 
Applicant presented additional evidence through the 
testimony of Earl A. Platheney, senior vice President 
Finance. He testified in connection vi th the Applicant's 
exhibits supporting vhat it contends is its need for 
revenues in this proceeding, and in connection vith the 
Applicant's need to raise additional capital, and regarding 
allocations of the company's operations between Worth 
Carolina and south Carolina. Eugene s. l'!errill, Senior Vice 
President Director of Stone & Webster Pl.anagement 
Consultants, Inc., of Hev York, testified regarding 
Applicant's cost of capital and the adequacy of Applicant's 
common earnings. Nelson J. Ambrose, Vice President - Stone 
& Webster, testified regarding trending of Applicant's 
utility properties from original cost to current cost based 
on Randy-Whitman Indices. Richard S. Johnson, Manager of 
Technical services Division of stone & Webster l'tanagement 
consultants, Inc., testified regarding the Staff's 
allocations of pipeline demand charges between North 
Carolina and South Carolina. 

The Commission Staff presented evidence through the 
testimony of Jesse Kent, Staff Accountant, concerning the 
staff's investigation and audit, and R. J. Nery, Chief 
Engineer, Gas & Water Division, regarding the weather 
adjustment utilized by the Staff, an~ in connection vith 
allocation of demand costs on the volume of gas sold by the 
Applicant between its North Carolina and South Carolina 
customers. 

Applicant's evidence indicates that in connection vith its 
North Carolina intrastate oper~tions for the . test period 
ending August 31, 1g10, prior to consideration of the 
increases proposed in this proceeding, it realized operating 
revenues of $36,851,626, total open ting expenses and taxes 
amounting to $31,787,805, net operating income for return in 
the amount of $5,184,361, and net plant in service at 
original cost per books in the amount of t68,696,73~. 
(Applicant's Exhibit "It"),. Based upon the foregoing 
fig·ures, ,pplicant _arrived at a 7.55J rate of return on 
original cost before the increases in this proceeding. Upon 
consideration of the increases requested herein of 
approximately $2,212,272, and corresponding adjustments, 
Applicant projects a rate of return of 6.921. (Applicant's 
Exhibit "K"). In arriving at its cost of utility plant, 
Applicant delete~ amounts relating to construction work in 
progress in accordance with the decision of the supreme 
Court of Nort.h Carolina in llil.itlfts. Cg_mlli§.s_ion and Lee 
Te!ill.QM £Qm!!:~IlI .Y• !!Q.r.~n, fil.2mtl !i~llfil:~l, 277 NC 255, 
decided November 18, 1g10. Rovever, several of the 
Applicant's exhibits include consideration of such amount. 
Witness Ambrose testified on behalf of the Appl leant that 
the net tren~ed evaluation of Applicant's properties 
amounted to tCJG,095,406, representing, in his opinion, an 
approximate current value of the Applicant's utility 
properties based upon the witness• studies utilizing the 
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Randy-Whitman Indices. This amount reflects adjustments 
■ade and revised exbihits filed at the hearing which 
resulted from deletion of construction work and progress and 
recent revisions in the Handy-Whitman Indices in connection 
with nine ~ccounts which occurred after the filing by the 
Applicant of its original exhibits and testimony. 

The Commission Staff's evidence indicates that prior to 
the increases Proposed in this proceeding, Applicant's 
intrastate operating revenues amounted to $36,853,626, and 
vhen related to operating expenses of $31,787,805, results 
in net operating income for return of .!iS,184,260 3.Rd in 
connection with its North Carolina intrastate operations, 
Applicant had invested in gas utility plant in service 
S75,0J9,291, and a net investment after reduction of reserve 
for depreciation and contributions amounting to $59,596,773, 
resulting in a rate of return on net investment of R.J7~. 
Giving consideration to the increases proposed in this 
proceeding, the Staff evidence indicates gross intrastate 
ope rating revenues of $38,147,039, operating expenses of 
$32,868,324, and when a,nsidering the annualizing factor 
employed by the Staff relating to ~pplicant•s customer 
increase during the test period, results in a net operating 
income for ret11rn of $5,402,131. The Staff's evidence 
further indicates, after consideration of the increases 
proposed herein, that consideration of a net investment in 
gas utility plant hy the Applicant of $67,530,673, which 
includes an allowance for working capital, would result in a 
rate of return of 8.00~. Several adjustments vere made by 
the Staff and are amply reflected in the record of this 
proceeding. One particular adjustment deserves comment. 
Based upon the testimony of Plr. Nery of the Engineering 
staff, operating expenses of the ~pplicant were decreased in 
the amount of $423,228, in order to reallocate a portion of 
the demand charges to Applicant•s South Carolina Operations 
hecause, in the opinion of the witness, based upon the test 
period, actual sales of gas in North Carolina amounted to 
only 65'- of ~pplicant•s total sales vhile North Carolina 
customers paid 77,. of the demand charges. 'i'i tness Nery 
further testified that an increase in industrial sales in 
North Carolina vas taking place and, in his opinion, would 
resul\ in the balancing of the sales volunes in North 
Carolina and South Carolina more nearly in line with the 
percentage relationship of allocation of the demand 
utilizing the 3-day sustained peak allocated method. 

All of the adjustments by the various witnesses for the 
Applicant an!l the Commission Staff are amply set forth in 
the record herein and have been thoroughly .considered by the 
Co1111ission in arriving at its Findings of Pact and 
Conclusions as hereinafter set forth. 

Based upon the entire record of this proceeding, the 
Commission makes the t'ollowing 
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FINDINGS OF FACT 

(1) A.ppli-:::ant, Piedmont Natttral Gas company, Inc., is a 
duly franchised and operating public utility under the lavs 
of the state of North Carolina and is subject to the 
jnrisdiction of this Commission for the purpose of fixing 
its rates an1 charges. 

(2l Applicant has experienced increases in its costs of 
purchased gas, vhich said item of expense generally amounts 
to approximately 75% of its total operating expenses, in t)le 
amount of !2.,212,272, including the related gross receipts 
tax. These increases result from increases imposed on the 
Applicant by its suppliers, Transco and Carolina, which said 
suppliers are regulated by the Federal Paver com11ission. 

I 3) 
useful 
within 

The fair value of the ipplicant•s property used and 
in rendering the service it provides to its customers 
the State is approximately $79,161,098. 

(4) Under Applicant's existing rate structure for the 12-
month period ending August 31, 1970, it realized operating 
revenues of. $36,853,626, operating expenses of $31,707,805, 
resulting in a net operating income for return of 
$5,184,260. Based npon a net investment in gas utility 
plant of S59 ,596, 77J, Applicant was permitted to earn a 
rate of return on net investment of 8.371. 

(5) The Applicant, Piedmont Natural Gas Company sold in 
North and south Carolina 70,407,208 l!cf of gas during the 
test year ~t essentially 1001 load factor. south Carolina 
uas allocated the demand charges by Piedmont Natural Gas 
Company anil was entitled to receive 2.11 of the annual sales 
(16,193,658 .'lcf) if considered as a separate operation and 
operating at TOOl load factor. Kovever, actual sales in 
south Carolina amounted to 24,722,261 ~cf, leaving an amount 
in excess of the 1ooi load factor volt1mes which vas sold in 
south CaC'olina of 8,528,603 ~cf. This amount of gas was 
created by the peak day demand of Piedmont Natural Gas 
customers in North Carolina on which the Horth Carolina 
customer's paid the demand cost. This adjustment in demand 
charge is deemed to be unreasonable 3t this time and is not 
appropriate in the facts of this case for the reason that an 
increase in indust.rial sales in North Carolina is currently 
taking place and is likely to result in the balancing of the 
sales volumes in North Carolina and South ~arolina moC'e 
nearly in line with the percentage relationship of 
allocation of the demand utilizing the 3-day sustained peak 
allocated method. 

(6) Under Applicant's proposed rates, Applicant vill 
reali-ze operating revenues of $JR, 11n.039 and excluding the 
staff's demand charge adjustment, results in total operating 
expenses of $33,075,198 and net operating income of 
!5,071,841, and a rate of return on net investment of 7.6ei. 
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(7) To require the .a. pplicant to absorb the increases 
amounting to $2,212,272 imposed upon it by its suppliers 
vould result in the Applicant being ['equired to operate at a 
rate of return that would be less tha.n one vhich is just and 
reascnable or sufficient under the Applicant's current 
operating conditions. 

(8) The rates proposed by the Applicant will not more 
than offset the increased costs of purchased gas imposed 
upon it by its suppliers and the rehted gross receipts tax,. 
and, therefore, are not uniust and unreasonable. 

Based upon the foregoing Findings of Fact, the Commission 
makes the f cllowing 

CONCLUSIONS 

The commission is of the opinion that to require 
Applicant to-absorb inc~eases in purchased gas costs, being 
approximately 75~ of its total operating expenses, in the 
amount of approximately 5.192 cents per Hcf for firm 
customers 3nd 4.945 cents per ~cf for interruptible 
customers, and amounting in the aggregate of $2,212,272 
additional gross revenues in relation to Applicant's 
operating conditions during the test period, would result in 
requiring Applicant to operate at a rate of return that is 
less than just and reasonable under its current operating 
conditions as a public utility. ~pplicant is entitled to a 
reasonable rate of return based upon the fair value of its 
properties used and useful in rendering the service it 
affords the public. The fair value rate base established by 
this order of $79,161,098 results in a rate of return on 
fair value of Ap!)licant•s utility properties of 6.56'J.:. 

The Commission conclud.es that the rates requested by the 
Applicant in this proceeding are not unjust and unreasonable 
under Applicant's current operating conditions and that the 
increases authorized herein vill result in a rate of return 
that is not unreasonable to the Applicant, thereby 
permitting it to realize sufficient earnings to enable it to 
provide adequate service to its customers. 

The Commission is of the opinion that subst'antial volumes 
of gas on which North Carolina customers paid demand charges 
vere sold in south Carolina and an allocation of a portion 
of the demand costs paid by North Carolina to South Carolina 
is appropriate. However, the testimony of the Staff 
indicated that an increase in industrial sales in HOrth 
Carolina was ta king place and in their opinion voula' result 
in the balancing of the sales volumes in North and South 
Carolina more nearly in line vith the percentage 
relationship of allocation of the demand utilizing the 3-day 
sustained peak allocated method, and, therefore,_ the 
Commission concludes that, at lhis time an allocation of the 
demand cost should not be made. Hovever, in future rate 
cases, if the sales volume in Horth and South Carolina is 
not held by the Applicant more closely to the percentage 
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relationship of the 3-day sustained peak in both States, the 
Commission vill consider an allocation of the demand cost. 

IT IS, 'l'ffEt?7.FORE, OF0£RED as follows: 

(1) That the schedule of rates filed by the Applicant in 
this proceeding be, and the same hereby is, approved. 

(2) That approval of Applicant•s rates herein as being 
just and reasonable has the effect of satisfying the two 
undertakings filed by the Applicant in this proceeding under 
G.S. 62-135; however, in the event that the Federal Pover 
Commission disallows any portion of the increased costs of 
purchased gas authorized by this commission, Applicant shall 
immediately file revise!\ tariffs to reduce its rates 
accordinqly, and Applicant shall refund any amounts not 
finally approved by the Federal Pover commission. 

ISSUED BY ()RDEP OP THP. COMMISSION. 

This the 1qth of May, 1971. 

NORTH CAROLINA UTILITIES CO~MISSION 
Katherine~. Peele, Chief Clerk 

(SF.AL) 

DOCKET NO. G-q, SUB 86 
DOCKET NO. G-9, SUB 90 

BEFOFE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter 
Application of Piedmont Natural Gas 
Company, Inc., for an Adjustment of 
Its Rates and Charges 

ORDER ALLOYING 
PARTIAL INCREASE IN 
RATES AND CHARGES 

BY THE COMMISSION! on August 5, 1971, Piedmont Natural 
Gas Company, Inc., (Pieilmont), in Docket No. G-9, Sub 86, 
filed an anplication with the North Carolina Utilities 
commission for an adjustment of its rates and charges in 
order that it might recover increases in the cost of qas to 
it from it.s suppliers, Transcontinental Gas Pipe"' Line 
Corporation (Transco) and Carolina Pipeline Company 
(Carolina). The commission, on August 11, 1971,, issued its 
order suspP.nding the Rates Filed on August S, 1971. On 
August 13, 1971, a "otion was filed by Piedmont vith the 
Commission requesting that it reconsider it$ Order of 
Suspension d~ted August 11, 1971. The Commission, on ~ugust 
26, 1971, rlenied Piedmont's !'lotion for Reconsideration of 
its Order of August 11, 1971. On September 10, 1971, 
Pied ■ont filed an Amendment to its Petition in order that it 
might recoup additional increases in the cost of gas to it 
from Transco and Carolina. on September 21, 1971. Piedmont 
filed an Undertaking pursuant to G. s. 62-134. on October 
6, 1971, the ·commission approved the Undertaking filed by 
Piedmont under date of September 21, 1971. On October 21, 
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1q11, the Commission issued its order suspending the rates 
filed by Piedmont on September 10, 1971, and further 
required Pierlmont to file additional data as required in its 
Order, Docket No. G-100, Sub 14. The Order further allowed 
the Amendment filed by Pie~mont under date of September 10, 
1971. On November 4, 1g11, Piedl!lont filed an Undertaking 
pursuant to G. s. 62-134 in order that it might put into 
effect the increase1 rates sought in its Amendment to its 
Petition dat.ed September 10, 1971. on November 12, 1971, 
the Commission approved the nndertakinq filed by Piedmont 
under the ~ate of Novembe[' q, 1971. Each of the above 
increases filed by Piedmont seeking to recover the increased 
cost of gas to it from its suppliers in Docket No. G-9, 
Sub 86, has been approved by the Pe~eral Power commission 
and/or othPi: regulatory agencies. Below are listed the 
increases in the cost of gas to Piedmont as contained in 
Docket No. G-q, Sub 86: 

1) Effective June 1, 1971. :arolina increased its 
commoditv rates to Piedmont .38 cents per ~cf and its demand 
charges from $4.15 per'Mcf per month t~ $4.16 per Mcf per 
month. 

2) Effective ~1u1y 1. 1971, Transco increased the 11.emand 
cbarges for its GSS service from $1.42 per ~cf per month to 
!1. 54 per Mcf !?er month. 

3) F.f!:ective July 26, 1971. Transco increased its CD-2 
commodity rates by .1 cent per Mcf and Carolina increased 
its commodity rates to Piedmont hy .02 cents per 1'1cf. 

4) Effective August 2, 1971, Transco inct'eased its CD-2 
commodity ra~es by .6 cents per kcf and Carolina increased 
its commoditv rates to Piedmont by .22 cents per l"lcf .. 

5) Effective November 14. l971. Transco increased its 
CD-2 commodity rates by 1.2 cents per 11cf. 

6) Effective November 14. 1/171. Transco increased its 
CD-2 commodity rates by an additional .1 cents per !'!cf and 
Carolina increased its. commodity rates to Piedmont hy .9 
cents per Mcf. 

In order f~r Piedmont to recover the incre~sed cost of gas 
to it as li~t.ed above. plus related gross receipts tax, 
Piedmont filed rate schedules which would increase the cost 
of gas to its firm customers by 2.399 and by 2.141 cents per 
Mcf to its interruptible customers. These increased rates 
vould increase the revenues paid by North Carolina customers 
to Piei\mont by $1.059,467 annu~lly. These increased rates 
became effective on November 14• 1971. pursuant to the 
Genera 1 s ta tu tes and under the Undertak ~ng filed by 
Piedmont.. 

On December 1, 1971, in Docket No. G-9• Sub 90. Piedmont 
filed a second anplication with the Commission in order to 
increase its r11tes and charges to recover further increases 
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to it in the cost of gas from "rransco .\Dd Carolina. The 
increase in the cost of gas vhich Piedmont is seeking to 
recover in t.his docket from its suppliers, Transco and 
Carolina, is filed to become effective January 2, 1972. The 
applications for approval of these increases are now pending 
before the regu1atory agencies and are to become effective 
January 1, 1972. The increases in cost of gas which 
Piedmont is seeking to recover fn Docket No. G-9, sub 90 are 
lis tea below: 

Transcontinental - CD-2 rates (1)· Demand charges increased 
by $.16 per month per Mcf. (2) Commodity charges increased 
by 1.3 cents per Mcf. 

GSS Rates - Demand cbarges increased by 'h! per month per 
Hcf. 

PS-2 Rates - Demand charges increased by 2¢ per month per 
Mcf. 

Piedmont nurchases gas from Carolina under a contract 
which provides for an automatic adjustment in its tariffs to 
reflect increases in cost of gas purchased by Carolina from 
its suppliers, including Transco. Under the terms of this 
contract, r.~rolina will track the Transco increases, 
effective January 1, 1972. Transco•s application with the 
Pederal POV?.r Commission in Doctet No. RP72-78 will result 
in Carolina increasing its rates to Piedmont as follows: 

LSS-1 Demand charges by 7¢ per mon.th per l'lcf. LSS-1 
Commodity charges by .55 cents per Mcf. 

In order to recover these increases in the cost of gas, 
Piedmont has filed revised tariffs to become effective on 
January 2, 1972, on all gas sold. These tariffs increase 
the cost of qas to Piedmont's firm customers by J.760 cents 
per Mcf and by 1.373 cents per Mcf to its interruptible 
customers. These increased rates will allow Piedmont to 
recover from its customers in North Carolina additional 
revenues of !1,251,365 annually• The total amount of the 
increase in revenue in the tvo dockets referred to above 
from its North Carolina customers will increase its revenues 
by $2,310,832 annually. 

The North Carolina General Assembly adopted chapter 1092, 
Session Laws of 1971, ratified ,July 21, 1971, North Carolina 
General Statutes li2-133 (f) which provides as follovs: 

"Unless otherwise ordered by the commission, subsections 
(b), (c), an1 (rl) shall not apply to rate changes of 
utilities engaged in the distribution of natural gas bought 
at wholesale by a utility for distribution to consumers to 
t.he extent such rate changes are occasioned by changes in 
the vholesal?. rate of such natural gas. The commission may 
permit such rate changes to become effective simultaneously 
with the effective date of the change in the wholesale cost 
of such natural gas, or at such other time as the Commission 
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may ~irect. This Subsection shall not prohibit the 
Commission from investigating and changing unreasonable 
rates in accordance with the pcov1s1ons of this Chapter. 
Tlle public utility shall give such notice, which mav include 
notice by pu~lication, of the changes to interested parties 
as the commissicn in its discretion may direct." 

Pursuant to the authority granted above to the Commission 
bv the Legislature, the commission issued its Order in 
Docket No. G-100, Suh 14, recntiring that certain data as 
follows, be Eiled by gas utilities with the commission for 
the consideration of increased rate filings solely to 
recover incr?.ases in the cost of gas to a gas utility if 
approved by the Federal Paver Commission. 

Pursuant to that Order, Piedmont filed the following data: 

1) schedules of Piedmont• s rates and charges which 
to the Orders of this 

and Novefflber 12, 1971. 
Piedmont is collecting pursuant 
Commission dit.ted October 6, 11='71, 

2) Sche~ules of Piedmont's proposed rates and charges 
which Piedmont seeks to place in effect. Rule R1-17(b) (2). 

3) Statement shoving the original cost of all property 
of Piedmont 11sed or useful in the public service to which 
the proposerl increased rates relate as of September 30, 
1971. Rule q 1-17 (b) (3) • 

4) Statement shoving the fair value of a 11 property of 
Piedmont used or useful in the public service to which the 
proposed incrP.ased rates relate as of September 30, 1971, 
together vith a statement shoving the method used in 
calculating same. Rule R 1-17 (b) (4). 

5) Statement of Accrued Depreciation of' all property to 
which the proposed increased rates relate as of September 
30, 1971, an~ of the rates and methods used in computing the 
amount charged to dP.preciation. Rule Rl-17 (b) (51. 

6) Statement of materials and supplies as of September 
JO, 1971. Rule R1-17(b) (6). 

7) statement of cash 
nece~sary to keep on hand 
operation of. its business 
R1-17(b) (7). 

working capital Piedmont finds 
for the efficient, economica 1 
as of September 30, 1971. Rule 

8) st.atement of gross reven~s received, operating 
expenses, and net operating income for return on investment 
for the 12 months ended September 30, 1971, as the same 
appear on the books with adjustments shoving the additional 
costs of qas from its suppliers and the additional e~penses, 
and tbe rates of return on the original cost rate base and 
the fair v~lue rate base and earnings on common equity. 
Rule B1-17(b) (8 & 9). 
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9) Balance Sheet as at September 30, 1971., and Income 
Stat.ement for the 12 months ended September 30, 1971. Pule 
R1-17(h) (10). 

10) st.at.ement of computations of increase per Mcf needed 
to recover costs associated with increases in Piedmont•s 
wholesale costs of natural gas. 

Piedmont requests that the commission consider the filings 
in these consolidated dockets under G. S. 62-133 (f) and 
ander the procedures established by .the Commission in Docket 
Ro. G-100, Sub 14. 

The data as filed vas reviewed. and analyzed by the 
commission's Accounting and Engineering Staff and a report 
of same submitted to the commission for its consideration. 

Notice of the proposed filings in these consolidated 
dockets was given to the public bJ Piedmont inserting a 
public notice in various newspapers throughout its service 
areas in North Carolina. These notices were published in 
these various newspapers on November 22 and December 10, 
1971, pursuant to the direction of the commission. Based on 
the applications as filed and the records of the cofflmission 
in these consolidated dockets, the Commission makes the 
following 

FINDINGS OF FACT 

1) That Piedmont Natural Gas Company, Inc., is a public 
utility subject to the jurisdiction of the North Carolina 
Utilities Commission. 

2) That Piedmont's rates were increased on all gas sold 
on and after November 14, 1971, pursuant to the Undertakings 
filed and approved by this commission in order to recover 
the increases in cost of gas to it from its suppliers as 
listed herein. (Docket No. G-9, Sub 86) 

3) l'\11 these increases contained in the 
Docket No. G-9, Sub 86, in the cost of 
approved by Federal or State Regulatory 
required. 

applications in 
gas have been 

Agencies where 

rq Piedmont is seeking to recover in Docket Ro. G-9, 
sub 86, increases in its firm rates of 2.399 cents per "cf 
and 2.141 cents per ncf in its interruptible rates. 

5) The increases in the cost of gas which Piedmont is 
seeking to recover in docket Ro. G-9, Sub 90. have been 
filed for by Transco vith the Federal Power Commission in 
Docket No .. 'RP72-78 and are nov pending. The tariffs filed 
in Docket No. RP72-78 are to become effective January 1, 
1972, and h'lVe been filed pursuant to a settlement 
agreement. The increases to Piedmont from Carolina will be 
the result of Carolina's tracking of Transco•s increase now 
pending before• the Federal Paver commission. 
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6) Piedmont filed tariffs to recover these increases in 
cost of gas plus related gross receipts. tax to become 
effective on all gas sold on and after January 2, 1972. 

1) That 
in the last 
determined 
below: 

the rates of return approved by the 
qeneral rate case (May 19, 1971) 
by the Commission in this proceeding 

commission 
and those 
are listed 

Return on eni-of­
period investment 

Return on equity 

A pp roved in Docket 
_JQ.~_!ci.._filt!!_!!L 

1.68 
10.96 

Docket No. G-9, 
___ Sub 90 __ _ 

1.29 
9.40 

The retut'n on end-of-the-period investment ana the return 
on equity in this proceeding h·ave decreased from that found 
just and reasonable by the Commission in Docket No. G-9, 
Sub 82, after the adjustment for the proposed increases as 
applied for herein. 

Al That included in the firm rate increase sought herein 
by Piedmont in Docket No. G-9, Sub 90, of 3. 760¢ per t,cf is 
an amount of 1.044¢_ per ~cf which increased total Company 
revenue by $341,363, of which $269,244 is applicable to 
Piedmont's North Carolina customers. Of the t341,363i 
$228,563 is the annual demand charge i:elating to nev GSS 
service to Pie1mont of 12,055 ~cf per day. The volume of 
gas relating to this service is in storage and will he sold 
and revenues collected beyond the test period used herein. 
Since this new GSS service will be utilized beyond the test 
period, this exnense should be eliminated from this filing. 
Piedmont purchased an additional 1 O, 000 lief/day of contract 
demand gas from Carolina at an added annual cost of $112,773 
because gas was not available from Transco. This amount 
should be eliminatecl from this filing because it. is not an 
increase in the purchase gas costs as covered by G. S. 62-
1]) (fl. 

C.ONCLU SION S 

In accord:ince with G. S. 62-13J{f) the Commission has 
statutory authority to consider as a separate item increases 
in the cost of gas to gas utilities in North Carolina 
occasioned hy increases in cost of gas to them from their 
wholesale suppliers as a,pproved hy the Federal Paver 
Commission. 'fhe Commission issued a General order in Docket 
No. G-100, Sub 14, providing that after review cf the d~ta 
filed by the natural gas utilities as described herein, if 
the Commission concludes from such review that the filing 
will not result in an increase in the Company's rate of 
return over the rate of return most recently approved by the 
Commission in the last general rate case that the pass-on of 
the wholesiile rate would be allowed. The Commission 
considers ·the filings and applications herein as complying 
vith G. s .. 62-133{f) as allowed to become effective without 
hearing (except.that, the portion of the rate increase 
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relating to new GSS service and the portion of the rate 
increase relating to the purchasing of gas from Carolina 
instead of ~ransco, which the commission concluaes does not 
fall within the meaning of G. s. 62-133(f) as an increase 
occasioned b17 an increase in the wholesale gas cost and for 
that reason and for the reason stated in the Findings of 
Fact should be denied".) The Com111ission concludes that in 
these consolidated proceedings that the rate of return of 
Piedmont has decreased since the last general rate 
proceeding in Docket No. G-9, Sub 82, which order vas issued 
on May 19, 1q11. 

Based on the foregoing Findings of Pact and conclusions, 
the commissi~n is of the opinion that the rate increases 
filed by Piedmont that seeks solely to recover increases in 
the cost of gas to it from its suppliers as approved by the 
'Federal Power commission should be allowed as a filing 
pursuant to 3. s. 62-133 (f) and should be permitted to 
become effective without hearing and that portion of the 
rat E increase relating to the new GSS service and the 
addit.ional expense in cost of gas resulting from the 
purchasing of the. additional contract demand volumes from 
Carolina in lieu of Transco, which results in an increase of 
1.044¢ per ftcf, should be denied. 

IT IS, THEREPOPE, ORDERED: 

1} That the tariffs filed by Piedmont Natural Gas 
Company, Inc., in Docket No. G-9, sub 86, which vent into 
effect under the Undertaking on all gas sold on and after 
November 14, 1971, be, and are, herehy authorized to become 
effective as file~. 

2) That tbe 
filed by Pie1.mont 
G-9, Suh 90, on 
be denied. 

tariffs 
Natural 
all qas 

affecting the firm rate schedules 
Gas company, Inc., in Docket No. 
sold on and after January 2, 1972, 

3) 'T'hat Piedmont Natural Gas Company, Inc., shall file 
revised tariffs in Docket No. G-g, sub 90, applicable to its 
firm customers reducing the increase in firm rates from 
3.760¢ per Hcf to 2.716¢ per Hcf on all gas sold on and 
after January 2, 1()72. 

~, That the interrnptib1e tariffs filed hy Piedmont 
Natural Gas company, Inc., in Docket No. :;-q, sub 90, be, 
and are, hereby authorized to become effective on all gas 
sold on and after January 2, 1972. 

S) That tl:.e approval of the increased rates as 
authorized hP.rein bv- this commission in Docket No. G-<l, 
Sub 90, is conditioned upon final approval of the settlement 
~greement as filed with the Federal Power Commission by 
Transcontinental Gas Pipe Line Corporation in Docket No. 
RP72-78 or approval of the Fe~eral Price commission if 
required .. 
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6) That in the event the increases sought by 
Transcontinental Gas Pipe Line corporation in the various 
Federal PoYP.r Commission Dockets 11pon which the.Se rates are 
based are reduced or if the effective dates are changed., 
that Pieclmont Natural Gas Company., Inc., shall immediately 
file tariffs making corresponding decreases in the tariffs 
as filed herein or tariffs changing the effective dates to 
coincide with the effective dates as approved by the Federal 
Power commission. 

7) In the ?.vent the Federal Power Commission or the 
Federal Price commission make chanqes in the wholesale rates 
to Piedmont Natural Gas company, Inc., retroactively or if 
refunds are r.eceivei1 from Transcontinental Gas Pipe Line 
Corporation as a result of regulatory actions, or if 
producers' refunds Elow through to Transcontinental 3as Pipe 
Line Corporation which are in turn passed on to Piedmont 
Natural Gas Company, Inc., all such refunds and the 
retroactive portion of ally rate change, if any, shall he 
placed in the restricted :iccoun t for further orders of this 
commission. 

8) That the attached Notice Appendix "A" be mailed to 
all customers along with the next bill advising them of the 
actions taken hRrein. 

ISSUED BY ORDF.R OF TTIE co~~ISSION. 

This the 30th ~ay of December, 1971. 

(SE Al) 

NORTH CAROLINA UTILITIES COHHISSION 
Katherine N. Peele, Chief Clerk 

APPENDIX "A" 
NOTICE 

Upon application filed by Piedmont Natural Gas Company, 
Inc., the North Carolina Utilities commission approved 
increased rates which have been collected under bond by 
Piedmont since November 14, 1971, in the amount of 2.399¢ 
per Mcf to firm customers and 2.1~1¢ per !'.'fcf to 
interruptible customers. Upon further application by 
Piedmont, the r,ommission has approved increased rates to 
become effective upon all gas consumed on and after January 
2, 1972, in the amount of 2. 716¢ per Plcf on firm rate 
schedu.les and 1. 373¢ per !1cf on interruptible rate 
schedules. These increases allow Piedmont Natural Gas 
Company, Inc., to recover only the increases in cost of gas 
to it from its suppliers, Transcontinental Gas Pipe Line 
Corporation and Carolina Pipeline Company, which increases 
have been a pnroved by the Peder al Power commission. 

Piedmont Natural Gas Company, Inc. 
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DOCK.E'T' NO. G-5, SUB 71 
DOCKET NO. G-5, SUB 77 

BEFOPE THE NO~TH CAROLINA UTILITIES CO~MISSION 

Tn the Matter of 
Application of Public service company of 
North Carolina, Inc., for an Adjustment 
in its Rates ~nd Charges 

ORDER A.LLOWING 
PARTIAL INCgEASE 
IN RATES AND 
CHAPGES 

HEARD I.N: '!'he Commission Hearing Room, Ruffin Building, 
Raleigh, North Carolina, Beginning on March 9, 
1971, at 10:00 A.fl!. 

BEFORE: Chairman Harry T. Westcott, Presiding, and 
commissionP.rs John R. !'tcDevitt, Harvin R. 
WootP.n, Miles H. Rhyne an<l Hugh A. Rells 

APPEARANCES: 

For the Applicant: 

F. Kent Burns 
Boyce, nitchell, Burns and Smith 
Attorneys at Law 
P. O. Box 1406, Raleigh, North Carolina 

J. Hack Holland, Jr. 
~ullen, Holland and Harrell 
Attorneys at Lav 
P. o. Box 488, Gastonia, North Carolina 

For the Intervenor: 

Ralph ~cDonald 
Bailey, Dixon, Wooten & l'lcDonald 
~ttorneys at Lav 
P. O. ~ox 22Q6, Raleigh, North Carolina 27602 
For: Borden Brick Company 

Chatham Brick & Tile company 
Cherokee Brick company 
Lee Briclc & Tile Compan·y 
Sanford Brick & Tile company 
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BY THE COMMISSION! On July 31, 1970, Public Service 
Company of North Carolina, Inc., hereinafter referred to as 
Applicant, file"!. with the Commission an application for a 
qeneral rate increase, which was assigned Docket No. G-5, 
Sub 71. Applicant requested it be authorized by the 
Cofumission to increase its rates effective September 1, 
19?0, amounting to approximately $2,728,412 additional 
annual revenues. 

Application by the Citv of Durham for Leave to Intervene 
vas filed on 11.ugust 7, 1970, and said intervention was 
allowed hy orrler of the Commission dated August 10, 1970 .. 

Being of the op1n1on that the application affected the 
public interest in t.he areas in which service is provided by 
the Applicant, the commission by order of August 26, 1970, 
set the matter for investigation and hearin(J on Plarch 2, 
1971, declared the proceeding to be a general rate case 
under G .. S. 62-133, suspended the inc:reases requested by the 
Applicant for a period of 270 days from September 1, 1970, 
and require:9. that. Applicant publish notice of hearing 
attached to the Coromission's Order in sufficient newspapers 
havinq gener3l cirCulation in its service areas. 

The Commission entered an Order on September 30, 1970, 
establishing as the test period to be utilized in this 
proceeding the 12-months period ending September 30, 1970. 

Applicant Eile!'I a seconrl application on December 11, 1970, 
which vas ~ssigneii Docket No. G-5, Sub 77, in which 
Applicant. requested that the Commission authorize it to 
recover apnroximately $1,704, ODO addi tiona 1 annual revenues 
representing increases in t.he costs of purchased gas to it 
from its supplier, Transcontinental Gas Pipeline 
Corporation, hereinafter referred to as Transco. The 
Applicant requPsted that the commission authorize these 
increases ef~ective January 11, 1971. 

On December 14, 1q70, Applicant filed amendment to its 
application in Docket No. G-5, Sub 77, to which was attached 
an Undertaking in the form of a rider. Through its 
amendment., the Applicant requested that the Commission 
authorize it to Place into effect the increases to be 
experienced hy it in purchased gas costs from its Supplier., 
Transco, which said increases were to become effective to it 
on January 1, 1971, and ,January 10, 1971, amounting to 
approxim11_tely !1,704,000,. Applicant agreed to refund any 
amounts collected with interest at the rate of 61 per annum 
if the Commission should later determine that the increased 
costs were not properly collected by the Applicant-

The Commission entered an Order on December 31, 1970, 
Consolidatin'J Docket Nos. G-5, Sub 71 and G-~, Sub 77 for 
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bearing to be heard on March q, 1971. In that Order, the 
Commission 3 uthori zed the increases set forth by the 
Applicant relating to purchaserl gas costs it alleged would 
be eXperience1 by i't in .January 1971. The rider attached to 
the amended application filed on December 14, 1970, was 
approved by an Undertaking under G.S. 62-135. The increases 
in costs of purchased gas were allowed to become effective 
pursuant to the Undertaking on January 28, 1971, with the 
requirement that in the event the Federal Paver commission 
disallowed' any ..... portion of the purchased gas increased costs, 
~pplicant should immediately file revised tariffs to reduce 
its rates accordingly. The commission Order of December 31, 
1970, authorized increases only with respect to purchased 
gas costs and expressly did not affect Applicant's general 
rate request, which said request was subject to fu1:ther 
order of the Commission after hearing. 

Applicant vas required to publish in newspapers of general 
circulation the Notice of consolidating Dockets for Hearing 
attached as "l\ppendix A11 to the commission's order, which 
summa1:i~ed the increases requested by the Applicant. 

ttotion for Leave to Amend vas filei't on January 8, 1971, by 
the Applicant relating to the original application filed on 
July 31, 1970, wherein the Applicant requested that it be 
permitted to amend its application to include therein a 
request for full recovery of all increased costs of 
purchased gas, some amounts of which were not contemplated 
at the time of the filing of the original application. 
Ace ompanving said Motion was Applicant I s a mend men t. 

Application by the City of Durham was filed on January 25, 
1971, requesting Leave to Intervene in Docket No. G-5, 
sub 77, and such intervention vas allowed by commission 
Order of January 26, 1971. 

On February B, 
Allowing Amendment 
modified hy certain 

1971, the commission entered an order 
to the application filed herein as 

conditions in said order. 

on February 10, 1971, an Undertaking was filed by 
Applicant tbat it be allowed by the Commission to make 
effective the increases originally · requested on July 31, 
1q10, being the Applicant's general rate reguest as 
distinguished from its request to recover increases in costs 
of purchased qas.. Applicant requested that it be authori-.zed 
under G.S. 62-135 to make these increases effective ~arch 1, 
1971, pursuant to the TTndettaking. 

Upon ~otion by the Commission's Staff for an extension of 
time tO file reports, the staff was allowed an extension 
until 10 days prior to the hearing by Order of February 15, 
197 ,. 

BV order of February 17, 1971, the Commission approved the 

1
Dndertaking filed by Applicant on February 10, 1971, 
authori-.zing the Applicant to make effeCtive the increases 
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originally requested in Docket No. G-5, Sub 71, on l!arch 1, 
1971. The increases were allowed as modified in accordance 
with the ~pplicant•s Undertaking for Rate Schedul e 
fto. 7 Firm, No. 7 Interruptible, Nos. 9, 10 and 15, so that 
no increase on any of Applicant's schedules would exceed 201 
when combined vith the increase of 3.62l per !!cf allowed 
under another Undertaking in Docket No. G-5, Sub 77. 

The consolidated dockets were called for hearing on !!arch 
9, 1971. On March 10, 1971, being the second day of public 
hearings, Protest and Petition for Leave to Intervene was 
filed by Sanford Brick & Tile coapany, Triangle Brick 
Coapany, Borden Briclr: Company, Cherokee Brick company, Lee 
Brick f. Tile Company and Chatham Brick 6 Tile Coapany. Said 
intervention was allowed on the record of the proceedings on 
!!arch 10, 1971. 

By Order of l!arch 31, 1971, late exhibits identified as 
Staff's Exhibit 1-C and Staff 1-D at the hearings held fro ■ 
l!arch 9, 1'171, through !'larch 11, 1971, were received into 
the official record as late exhibits. 

Petition to Reopen the Proceedings in the consolidated 
dockets was filed on April 9, 1971, after the completion of 
the public hearings , by The Fletcher Brick coapany, Inc.; 
Statesville Brick company: iings l'!ountain Brick, Inc.: 
Taylor Clay Products, and nniglass Industries, Inc., 
Div is ion of United !'le rchan ts & !!an ufac t urers, Inc. 
Petitioners requested the proceedings be reopened for the 
reason that neither of the Petitioners received any actual 
or constructive notice of the filing of the application, and 
further alleged that the Applicant did not comply with the 
Coaaission• s order regarding publication of notice and 
hearing. By Ord Pr of April 13, 1971, Applicant vas allowed 
10 days to file verified answer to the above mentioned 
Petition to Reopen Proceedings. Peply was file/! on April 
27, 1971, in wh ich Applicant set forth dates of publication 
and newspapers in which notice of publioation appeared. The 
Commission e nte red an order on April 27 , 1'171, setting oral 
arguaent on the Petition to Reopen Proceedings on April 2'1 , 
1971. Oral arquments vere heard on that date and verified 
affidavits vere fi led by certain of the parties. Upon 
consideration of the arguments of counsel, affidavits, and 
the entire record, the commission entered an Order on l!ay 6, 
1971, denying the Petition to Peopen Proceedings. 

The increases requested by the Applicant in this 
proceeding amount to approximately $4,613,701 in total 
additional gross annual revenues. Of this amount 
S1,iO<J,373, o r approximately ]71 of Applicant's total 
request, would be generated from increases in the cost of 
purchased gas it contends it has experienced as a result of 
Transco, its sole supplier, having increased its rates to 
the Applicant. ~ransco is regulated by the Federal Power 
Co■mission vhich has the regulatory responsibility of 
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approving or ~isappcovinq Transco 1 s rates. The balance of 
Applicant's total rate request amounts to $2,904,328, being 
the amount involVed in Applicant's general rate request 
originally filed in Docket No. G-5, Sub 71 .. That docket was 
consolidated hy the commission with Docket No. G-5, sub 77., 
which relates to Applicant• s request for increases relating 
only to its costs of purchased gas. The general rate 
request amounting to $2·,904, 328 is proposed by the Applicant 
to he apportioned to the following classifications o~ 
customers resulting in approximate annual average increases 
in the follo11ing percentages: 

Residential 
Commercial 
Firm Industrial 
Industrial Interruptible 
Other Gas Utilities 
Electric Utilities 

Total Approximate Annual Average 

4.4U 
6. 09J 

13. 79J 
10.sn 
16. 65' 
13. 74~ 
8.32~ 

by the Applicant 
exceed 20% on 
he i:e tof ore under 

All of the increases requested 
hereinahove iescribed which did not 
schedule have been placed into effect 
separate undertakings by Applicant. 

as 
any 
two 

The last genei:al rate proceeding instituted by the 
Applicant resulted in approval by the commission on August 
28, 1970, of an increase of 1 cent per mcf to recover the 
increase in purchased gas costs imposed upon it on January 
1, 1970, by Transco as approved by the Federal Power 
Commission. 

At the hearing, Applicant presented evidence in support of 
its rate ~queSt through testimony of the following 
witnesses which is hereafter briefly sammarized. Branson F.. 
Zeigler, President and Chairman of the Board of Directors, 
testified regarding the impact of inflationary trends upon 
the Applicant and indicated that Applicant can no longer 
absorb the increased expenses it has experienced through 
increased sales volume and efficiency as it has done in the 
past. He ':urther t.est.ified that the gas supply situation 
makes it very unlikely that there will be much expansion by 
the Applicant in new areas in the foreseeable future. He 
descriherl the Applicant's operations as they relate to 
obtaining n?.cessary natural qas requirements from Transco 
and stat·ed that the Applicant has no control over the 
increases in gas costs levied hy Transco. Mr. Charles E. 
Zeigler, Ex~cutive Vice President of the Applicant, 
testified in support of Applicant's requested. 11 purchased gas 
adjustment claase" which would ,be applicable to all rate 
schedules. Re further indicated that purchased gas expenses 
of the Appli=ant am0unten to approximately 591 of its total 
operating expenses for 1q70, including depreciation and 
taxes. The purchased gas adjustment is contained in Exhibit 
2A, page 22 of 22, A.oplicant's exhibits. Under its 
proposal, l\policant woul-1. apply to this commission for 
approval of increases or decreases in Transco charges and 
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the Commission would either suspend the rate request and set 
a hearinq, set a hearing allowing such increases without 
suspension, or allow the increases without hearing and 
notice to the public based 11pon the anplicant's annual 
reports file1 with the commission. Applicant contends that 
increases or decreases in its costs of purchased gas do not 
result in any net: change in its oveI."'all I."'ata of retuI."'n. Mr. 
Q. Clyde Rod1ers, Vice President, Secretary and Treasurer of 
the Applicant, t:estified in connection with Applicant's 
detailed exhihits relating to its financial data and overall 
operations. He indicated that Exhibit 2A contains the total 
amount of increases requested in the application herein. 
Applicant's Exhihit !9, page 1 of 13 indicates the effect of 
all of the proposed increases in this pro::::eed ing, 
computation of A.pplicant•s net investment in plant, which 
does not include construction work in progress and its net 
operating income for return excludin1 interest during 
construction. That Exhibit vas modified at the hearing to 
reflect corrections which were made necessary because of an 
error in 1:.he comouter data utilized by the ·Applicant in 
computation of its pro forma revenue adiustment giving 
effect to 1bnormal weather conditions 1uring the test 
period. 11r. !'od'}ers testi!:ied that the cost of purchased 
qas t.o the Apnlicant for the test period was $17,196,049. 
amountina to somewhat over SO~ of the Company's gross 
operating ex~enses. 

The Applicant's evidence indicates that for 
;ierioil Pnderl September 30, 1970. its gross 
revenues amounted to 'li33,878, 156, its total 
expenses were $2g,169,9'55, resulting in a net 
income for r:eturn of $11,708, 201 .. 

the test 
operating 
operating 
operating 

'-pplicant in~icates net investment in plant Of 
$67,418,61Q. Applicant's exhibit reflects a rate of return 
on net investment per books for the test period of 5.qR%. 
Applicant adiust:ed its operating revenues to decrease such 
revenues to ad;ust for the excess degree rla ys in the test 
period over what it contends was the average in the 
t:erritorv served. Decreases in form sales under Applicant's 
computation amo1mts to $1,~7l&,287 and with $883,8114 
representing potential resale interruptible rates and 
adjusted foe the computer error described in the hearing, 
would result in net decrease in operating revenues of 
$944,674. nperating revenues were then increased by 
$2f3, 166, resulting from a pro forma treatment of 1 cent per 
mcf increase authorized by the Commission on August 2q,_ 
1970. Consequently, Applicant's net adjustment to net 
operating revenues based upon vhat it contends were abnormal 
weather conditions during the test period amounts to 
$681,508 .. {Exhibit 9, p. 2 of 13) 

~r. c. Marshall Dickey, Division Engineer for the 
Applicant, testified in connection vith justification for 
utilizing a weather adjustment to Applicant's C"evenues 
because of Aoplicant•s contention that weather during the 
test period was abnormally cold. In that the natural gas 
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service afforded by the Applicant is utilized by its 
customers principally for heating, use of natural gas is 
affected by temperature changes. P!r. Dickey•.s testimony 
relates to Applicant's method of comp~tation rather than 
reflecting a thorough justification for utilizing a weather 
adjustment. (Trans. Vol. III, p. 32) 

Ar. John o. Rissell, vice President Of American Appraisal 
company, Inc., testified on behalf of the Applicant 
regarding the appraisal of Applicant's atility properties 
and his reproduction cost study. !'Ir. Russell stated that 
the fair value of Applicant• s properties is, in his opinion, 
!98,397,146. His study vas made on the basis of visual 
inspection of the physical condition of certain of 
Applicant•s properties and a review of Applicant's books and 
records. His recommenaa tion of fair value vas based on 
vha·t, in his op1.nion, represents the current cost less 
observed depreciation of Applicant's properties. 

I 

nr. Richard s. Johnson, fl.anager of the Rate Department of 
Technica 1 service Di vision of 'stone & Webster Planagement 
Consultants, Inc., testified regarding the cost of service 
study made by him, vhich he indicates is only one factor to 
be considered in determining the level of revenue 
requirements necessary to ~over Applicant's operating 
expenses. His testimony furt er reflects the rate of return 
by classes of service at ori inal cost for the test period 
for residential and the arious classes of industrial 
service (Exhibit 13, Sch. 1, p. 1 of 1). His testimony 
indicates that Applicant's proposed rate increases relating 
to its industrial customers reflect accurately the cost of 
service to such classifications. 

Plr.. E. s. !"lerrill, Sr. vice President and Director of 
stone & Webster, testified regarding his study of the 
finances and capital costs of the Applicant. nr. fterrill 
indicated that investors attribute a greater risk to gas 
utilities generally as compared vith electric utilities vith 
respect to their respective rates of return. His 
"comparative earnings approach" takes into account such 
risks and other variations which affect rate of return. He 
stated that the ·common eguity ratio of the Applicant as of 
the calendar year 1969 of 22% vas considerably thinner than 
most gas companies. Be testified that, in his opinion, the 
cost of common equity of the Applicant is in the range of 15 
to 17 1/2l and conCluded that the cost of capital of the 
Applicant as of the end of the test period vas in the range 
of B.00~ to 8.59~. He stated that his range reflects, in 
bis opinion, the overall cost of capital including 
consideration of net investment and common equity. He 
furtlier indicated the rate increase in this proceeding vould 
produce earnings near the bottom of his range of required 
rate of return as calculated by him. Schedule 1 of 
~pplicant•s Exhibit 14 reflects its capitali~ation ratio for 
the test period as follows: 
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First. Mortgage Bonds 
Sinking Fund Debentures 

{Par total long term debt of 63.51 
cumulative Preferred Stock 
convertible Preference Stock 
Common ~tock Equity 

s2.2, 
11.3,: 

1 1 • o,: 
2.J,: 

23.2,: 
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A·pplicant's evidence indicates that when considering only 
the increases of $2.904,328, its operating revenues would be 
$35,955.,:?.07, total operating expenses of $30,503.,no. and 
net operating income of SS.590,797 vith end of period net 
investment of ~67.,193,825. This portion of Applicant's rate 
request results in a return on end of period net investment 
of 8.42~. Under its calculations (Exhibit 9, p. 1 of 13), 
Applicant apl;)lied the same amount of increases to its fair 
value computation of $98.292,168 and computed a retUrn on 
fair value of 4.76i. 

Applicant's evidence indicates that considering both the 
$2,904,328, being its genera•l rate request and $1,709,373, 
being the anount of increases requested because of increased 
costs in purchased gas to the Applicant from its supplier, 
Transco, would result in operating revenues of $37,664,580, 
operating expenses of $32,209,705, and net operating income 
for return of $5,660,512. These ·figures and the figures 
represented above include Applicant's net weather adjustment 
of !681,508. Relating these figu['es to end of period net 
investment of $67,201,818, Applicant computed a return on 
end of period net investment of 8.421; and on fair Talue of 
$98,300,161, a return of 4.76'1, considering all. of the 
increases requested in this proceeding. The slight changes 
in the net ~nvestment and fair Tal.Ue figures aboTe result 
from the effect of tax adjustments relating to cash working 
capital ~llowances. 

The Commission Staff presented eTidence through the 
testimony of J. w. Smith, Director of Accounting and 
Economics, regarding the Staff's audit of the Applicant's 
operations ~nd Raymond J. Rery, Chief/ Gas ·& Water 
Engineering Division, in connection vith the Engineering 
Staff's recommendation regarding the veather adjustment to 
Applicant's revenues because of the Staff's findings that 
the veather fort.he test period in this proceeding vas 
abnormally cold and further regarding value of Applicant• s 
service to the various classifications of customers it 
serves. 

The Staff• s evidence indicates that for the test. period 
Applicant.•s opera ting revenues amounted to SJJ,878, 156, 
operating expenses $29,169,955, vith net operating income 
for return of $4,828,260. The Staff's audit reflects net 
invest.ment in gas utility plant of Applicant, plus 
allowances for vorking capital amounting to $66,Q57,566, 
resulting in a rate of return of 7.27" on Applicant's net 
investment. The Commission Staff's audit reflects 
adjustments in insurance expenses, pension costs, vage and 
salary expenses, rate case expenses, purchased gas costs and 
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certain other miscellaneous expenses specifically set forth 
in staff Exhibit 1, page 4. The principal adjustment made 
by the Staff was the weather adjustment to Applicant's 
revenues. Applicant's operating revenues were decreased by 
$893,126 to adjust for the revenue effect due to the excess 
degree days in the test perioa over the normal in the 
territory served by th~ Applicant. Opera ting revenues were 
further increased $263,166 to adjust for additional revenues 
which will be produced by the rates in effect under 
co111mission 1 s Order in Docket No. G-5, sub 69, which are not. 
reflected in Applicant's test period computations •. The 
latter adjustments resulted in a net adjustment in 
Applicant.•s operating revenues amounting to $629,960. (Staff 
Ex. 1, Sched. I-A, Sheet 1 of 5). The method utilized by 
the staff in computing the weather adjustment vill be 
summarized below. 

Giving effect to all the increases proposed in this 
proceeding amounting to $4,613,701, the Staff's audit 
reflects projected operating revenues of !37, 861,897, 
projected operating expenses of $32,036,695 and projected 
net operating income for return of $5,973,741l. Applying the 
projected effect of these increases to App1icant•s net 
investment in gas utility plant of $66,225,001, the Staff 
computed a rate of ·return of 9. 021 on end of period net 
investment. Witness Smith testified at the hearing that if 
plant held for future use by the Applicant in relation to 
the test p::?riorl vas deleted from the Staff's computation, 
such would result in a rate of return on net investment of 
7.29' prior to consideration of the increases requested in 
this proceeding and 9.061 after such consideration. Plant 
held for fnture use amounted to $267,762 under the Staff's 
computations. 

The purpose of the weather adjustment utilizea by the 
company and the staff is described as being to adjust 
Applicant's gas sales· to normal temperature conaitions, 
t.herehy maJdng the test period in this proceeding more 
representative, upon the theory that adjustment must be made 
for abnormal conaitions if a representative shoving is to be 
achieved. 

As a natural gas utility, Applicant supplies its firm 
customers vith large volumes of gas sold for heating that is 
temperature sensitive. Staff Exhibit 12, pages 1-3 indicate 
direct relationship between firm sales and degree days. The 
gas sup,ply available to Public service shifts to various 
classes of customers depending primarily on temperature 
conditions that exist each aay. For insta·nce, during the 
summer gas is sold for base use purposes to firm customers 
and to , industrial interruptible customers for their 
processing purposes. 

As the cooler weather develops which requires heating of 
customer homes, the supply of gas shifts to customers using 
gas for heating purposes. The magnitude of the gas sales is 
affected by the average temperature vhich occurs during each 
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day. If during a heating season, the degree days are 
greater than normal, increased sales are reflected in sales 
t.o beating customers. Having established that temperature 
sensitive sales are directly related to temperature and that 
an adjustment to ncrmal temperature is desired, it then 
becomes necessary to measure the changes in sales and the 
revenue eff?.ct of same. This is normally accomplished by 
taking the three summer months under any particular rate 
classification vh ich is determined to be temperature 
sensitive and determining the use per customer during this 
three month period. ~ultiplying this use by the total 
number of customers billed during the test period determines 
the base load gas. The difference betveen the actual sales 
and the hase load sales is the tempera tu re sensitive gas 
volumes. Ralating the degree days during the test period to 
the average normal tem~~rature t:ase. a factor is developed 
vbich indicates the percent above or below normal 
tel!lperature conditions vhich existed during the test year. 
This factor multiplied by the temperature sensitive sales 
produces the volume of qas which has been shifted because of 
the relationship of actual degree days to normal degree 
days. In the test vear, the sales and revenues to firm 
customers increased due to colder than normal temperature 
conditions. This above calculation vas made for each of the 
divisions in which Public Service company operates because 
of the variances in temperature conditions that exist in 
each of the areas and also by rate schedules. 

Both the ~Pplicant and the commission staff utilized a 39-
year base period in making the weather adjustment and 
adjusted degree days during the test period to compensate 
for cycle billing. The dollar effect of the adjustment vas 
then calculated using the consolidated factor method. 
(Tran. Vol. III, p. 50). 

Commission staff witness Nery also prepared a comparative 
analysis of A.pplicant 1 s interruptible rate schedules vith 
competitive alternative fuels (Staff Exhibit t3). !'Ir. Nery 
testified that, in his opinion, the co11petiti ve costs of 
standby or alternat.ive fuels to the industrial interruptible 
customers served by the Applicant is one of the most 
important measures of the value of gas service to those 
customers. staff Exhibit t3 indicates that the 
interruptible industrial rates of the Applicant are below 
the cost of standby alternate fuels used by Applicant's 
interruptibl~ customers. 

Intervenor City of Durham introduced three exhibits 
relating to Applicant's service agreements with Transco. No 
other evidence vas offered by either of the intervenors. 

Under the rules of the Federal Paver Commission. Transco 
is required to give notice of increased rates to its 
customer companies to the state commissions. Additiona1ly, 
this commission receives official notices from the FPC in 
connection vith approvals or disapprovals of rate increases 
from suppliers such as Transco. Inasmuch as several of the 
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dockets before the PPC have resulted in a reduction in rates 
to the Applicant from Transco between the period January 10, 
1971, and "arch 26, 1971, the folloving is set forth as -an 
explanation for the increases and decreases in Transco's 
rates in viev of the direct relationship of same to this 
proceeding. 

On January 1, 1971, Transco increased its rates by 1 cent 
per mcf in Docket No. RP70-31. on January 10, 1971, Transco 
increased its rates to the Applicant by 2.3 cents in Docket 
No .• BP71-68. As a result: of a filing by Transco on February 
22, 1971, and Dockets No. R-394 and RP71-68 before the 
Federal Paver Commission, Transco 1 s rates vere reduced by 
1 cent.per mcf retroactive to January 10, 19'11. However, in 
the same filing, Transco•s rates vece increased by 1/2 cent 
effective nacch 26, 1971. Additionally, on !lay 7, 1971, in 
Docket No. RP70-31, Transco increased its rates to the 
A.pplicant by El/10ths (.4) o'f 1 cent. The net effect of 
these changes was to reduce the cost of purchased gas to the 
Applicant by 1/10th (.1) of 1 cent. This reduction has been 
computed and utilized by the commission in this Order in 
arriving at the effect of increased cost of purchased gas by 
Transco to the Applicant. Instead of a total increase pee 
mcf of 3. 3 cents, Applicant has experienced increases of 3. 2 
cents per mcf. This has the ultimate effect of reducing the 
requested increases of cost of purchased gas from $1,709,373 
to $1,652,003 annually. 

Based upon the entire record of this proceeding, the 
commission makes the following 

FINDINGS OF FlCT 

(1) Public Service company of North Carolina, Inc., is a 
duly franchised public utility proviiing natural gas service 
to its customers in its North Carolina service area. 
Applicant• s rates and services are regulated by this 
Commission under the provisions of chapter 62 of the North 
Carolina General statutes. 

(2) The increase~ requested by the Applicant would amount 
to a total of approximately $El,613,701 in additional annual 
gross revenues. Of this amount $1.709,373 or 37~ of the 
requested increases result from increases in cost of 
purchased gas to the Applicant from its sole supplier, 
Transco. 'Ib.e balanoo of the increases requested of 
$2,904,328 result from Applicant•s general rate request 
originally filed in Docket No. G-5, Sub 71. 

(3) The 
proceedinq 
1970. 

test period utilized 
was the 12-months period 

by all 
ending 

parties in this 
September 30, 

(4) Under its present rates. Applicant realized for the 
test period operations approximately $33.878,156 in gross 
ope ca ting re venues. Applicant's reasonable opera ting 
expenses for that period amounted to $29,169,955. 
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(5) The commission finds that the fair value of the 
Applicant's properties used and useful in rendering the 
natural gas service it affords to its North Carolina 
customers, considering original cost less depreciation, and 
replacement cost by trending original cost to current cost 
levels, is $79,272,908. 

(6) Applicant•s net operating income for return at the 
end of the test period after applying a customer annualizing 
factor of 2.55% is SIJ,828,.260, resulting in a rate of return 
on net investment prior to consideration of the increases 
requested herein of 7.27'.C, vhich the Commission deems 
insufficient, considering the ~pplicant•s current operation 
conditions. 

(7) The rate of return deemed necessary on the fair value 
of its properties, vith sound management, to produce a fair 
profit for its stockholders, considering economic conditions 
as they exist and permitting Applicant to maintain its 
facilities and. service and to compete in the market for 
capital funds, thereby fulfilling its obligations to its 
customers, is 6.661, vhich said rate of return on fair value 
vill afford the Applicant an opport. unity to realize 
additiona 1 annual gross revenues of approximately 
$3,097,171. The Commission deems this amount of dollar 
return to the Applicant to be sufficient for it to compete 
in the market for capital funds on a reasonable basis. The 
total increases granted by this Order amount to 67.12~ of 
the increases requested by the Applicant in this proceeding, 
including the cost of purchased gas increases. Excluding 
the cost of purchased gas, vhich said increases amount to 
$1,652,003, this Order affords to Applicant approximately 
$1,qqs,168 in additional annual gross revenues in its 
general rate request, being approximately 49.761 of the 
increases requested by the Applicant originally in Docket 
No. G-5, sub 71. The increases requested by the Applicant 
in excess of the above stated amount are deemed to be unjust 
and unreasonable. 

{8) The additional revenues provided by the increases 
approved in this Order vill produce projected annual gross 
revenues of approximately !i36,345,367 and vhen related to 
projected operating expenses of approximately $31, 180,fl68 
produces approximately $5,279,671 in net operating income 
for return, including consideration of the customer 
annualizing factor. 

(9) The additional revenues provided 
herein will result in a return on common 
~pplicant of approximately 16.51. 

by the increases 
equity to the 

{10) After consideration of the increases allowed by this 
Order. Applicant• s net investment in utility plant of 
approximately $66,060.757 when related to its projected net 
operating income for return of $5,279,671 after 
consideration of the customer annualizing factor, produces a 
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return on net investment to the Applicant of approximately 
7.991. 

(11) The increases allowed by this order total 
approximately $3,097,171 in addition~l annual revenues and 
are reflected in Appendix A of this order, being the 
schedule of rates as such increases relate to 
classifications of Applicant's customers. The increases 
granted herein are deemed to be just and reasonable and 
result in a fair and equitable rate distribution among the 
classes of Applicant• s customers. 

(12} The purchased gas adjustment clause, as proposed by 
the Applicant, is deemed to be unjust and unreasonable 
inasmuch as the proposal by the Applicant is that this 
Commission, in its discretion, permit the Applicant to 
automatically pass on increases in cost of purchased gas to 
it from its supplier, Transco, without the public having 
notice and an opportunity to be heard on any specific 
application relating to increases which might be imposed by 
Transco and approved by the Federal Paver commission. 
consequently, members of the public vould be without any 
opportunity to examine the rates of the Applicant to 
determine if they are just and reasonitble and non­
discriminatory and would not have an opportunity to 
determine the fair rate of return on the fair value of the 
Applicant's property. 

(13) The record in this case indicates that the veather 
for the test period ending September 30, 1970, vas 
significantly col1er than normal. The Commission finds that 
an aajustment should be made to reflect normal weather 
conditions, thereby making the test period more 
representative. The adjustment to reflect normalized 
veather has been computed by the Applicant and the 
Commission staff, utilizing substantially the same method 
and the same base period as hereinabove described. The 
aajustment by the Commission Staff to Applicant's revenues 
because of abnormal weather conditions is just and 
reasonable and. is adopted by the commission in this Order. 

Basea on the foregoing Findings of Fact, the Commission 
makes the fellowing 

CONCLUSIONS 

The Commission concl;des that the rate of return on the 
fair value of Applicant's properties of 6.66J vill sfford 
the Applicant an opportunity to earn approximately 
$3,097,171 in total additional annual revenues. of this 
amount, $1,652,003 results from authorizing the lpplicant in 
this Order to increase its rates commensurate with the 
increases in cost of purchased gas to it from its supplier, 
Transco. This order allovs Applicant to increase its rates 
by way of a general rate request by approximately 
$1,4QS,168, which said amount is 49.761 of the general rate 
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increases requested by the Applicant without consideration 
of the purchased gas costs increases requested. 

The total amount applied for by the ~pplicant in this 
procee'c!.ing is not supported by this record and would produce 
a return greater than that which is just and reasonable. 
The commission concludes that additional annual gross 
revenues of .S3• 097, 171 ace necessary to provide a fair 
return to th9 Applicant on the fair value of its property!" 
The rates proposed by the Applicant are concluded to lie 
unjust and unreasonable to the extent that they produce any 
increases in annualized revenue to the Applicant at the. end 
of the test period in excess of $3,097,171. Accor:lingly, 
t.be Commission concludes that the Applicant has not carried 
its burden of proving that the entire increases requested in 
this procee'1ing aC"e just and reasonable, and this Order 
allovs only a part of the proposed increases as being 
supported by the evidence in this record. The rates 
approved by this order as to classifications of the 
Applicant's customers are reflected in Appendix A attached 
hereto. The Commission concludes that the cat.es established 
hy this order are not preferential or discriminatory between 
classes of customers of the Applicant. 

The commission concludes that an adjustment should be made 
to Applicant's revenues to reflect normali%ed weather to the 
test period ending September 30, 1970, in view of abnormally 
cold weather which existed during that period and which is 
established by this record. This adjustment is necessary in 
order to make the test period more representative as a 
forecast of Applicant's revenue needs for the future. As a 
natural gas utility, the Applicant supplies its firm 
customers with large volumes of gas which is sold for 
heating and is temperature sensitive. As a consequence of 
abnormally coli weather during the test period, the 
Applicant received additional firm gas revenues rather than 
lover interruptible gas revenues vhich would have been 
received had the veat.her been more noi:mal. The overall 
volume of Applicant •s gas sales is affected by the 
temperature on any given !\ate. The commission herein adopts 
the adjustment computed by the commission Staff. Por other 
jurisdictions which have approved weather adjustments, see 
Re ~ichi~an Consglidated Gas Col!!!~!lY., 79 PUR 3d, at pgs. 
37~.395 (1969); fi!.aha!!@.. Gas Co~porati2n. 25 PUR, at pgs. 
257,268 (1958); [i.filla.tA t12Jg1,11Jc £2!!.~ Co11pa_!!I, Qf Nev Y:>[..t_, 35 
PUR 3d, at pqs. 149,163 (1960); Pl~ Nat.UC!!,! E..a§. ~Q~Y 
.Qf. Colo!~[Q, 36 PTTR 31\, at pgs. 452,454 (1960); £illi£ 
Servi£e CQm,:2a!U of Colorado, 34 POR 3d 186, at p. 208 
(1960); faci!'i£ ~ §. Electric Comp!l!!I, 38 PUR 3d, at pgs. 
1,6 (1961); La£lede Gas Comp'ln!, of fissouri. 42 POR 3d, at 
pgs. 2oq,226 (11:162); ~ichiqan Gas Utillli~ ~2.ml!filll, ti7 PUR 
3d. at pgs. 15, 19 (1963); ?!.ill~~ PoK~! ~QfatiQ~ 
of Ne!! IQ!~, 76 PUR 3d 349, at p. 358 (1968); lli2.consi!l 
Natufil Gas CQJW,an.I,, 80 PUR 3d, at pgs. 511,518 (1969); 
Columbia Gas of Kentucll, 87 PUR 3d, at p. 168 (1970); 
Brooklyn UnjuQ Ga~ Compam, 87 PUR 3d, at p. 136 (1970) and 
Southern Connecticut Gas Com.I?ru!l, 81 PUR 3d. at pgs. 289,294 
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(1970). In Re Pl'oantain Fuel Supply compan.I (Case No. 4797, 
February 17, 1960), 32 PUR 3d 321 (1960),, the Utah Public 
Service commission found considerable merit in an adjustment 
shoving the effect of temperature upon revenues but 
hesitated an1 declined to allov such an adjustment vhile the 
Louisiana Public service Commission in Ex ~arte United Gas 
corporation (Docket Ro. 7796, Order Ro. 7827,, June 23, 1959) 
30 PUF 3d 86 (1959), disallowed a similar weather adjustment 
for the reason that it found the test period vas unusually 
varm vhile the Company contended the sa11e to be unusually 
cold. In the Utah case, the commission had before it an 
adjustment usin~ an average for the ten years prior to the 
test period and the Louisiana commission considered a seven 
year average. 

The revenue calculation used by both the Company and the 
staff in determining increased revenue shovn on Exhibit 9, 
page 7 of $2,904,328 vas based on actual sales during the 
test year. Hhen the adjustment of sales to normal weather 
is calculated, a nev distribution of sales is determined 
which reflects sales under normal temperature conditions. 

The revenues calculated on the temperature adjusted sales 
at the rates sbovn on Exhibit A produces $1, 7ll4 less than 
the amount allowed by the commission herein, no adjustment 
vas made for this amount. 

Fesearch of the various cases involving weather 
adju~tm~nts indicates that the differences among the various 
commissions lie principally in the quantum of proof required 
to establish utilization of a particular weather adjustment 
and the method utilized in reaching an ultimate 
determination, rather than whether or not such adjustment 
should be utilized in the first instance. 

Realizing that normalization of the test period through 
the utilization of a weather adjustment is not an exact 
science, the commission accepts the basic principle in order 
that tbP. test period is not distorted or made 
unrepresentative by using actual purchases and sales. Such 
an adjustment is regarded as appropriate whether the weather 
in the t.est period reflects an abnormally warm or cold 
winter since in either event it woula not be equitable to 
all concerned if an adjustment is not made. To fail to make 
such adjustments for an abnormally var11 test period vould be 
unfair to the consumers and unfair to the company for an 
abnormally cold. test period. 

The commission concludes that the purchased gas adjustment 
clause requested. by the Applicant is unjust and unreasonable 
ana should not be• allowed inasmuch as such clause would 
potentially result in the commission's approval of increased 
purchased gas costs by vay of increases in rates to 
Applicant's =ustomers without notice to and opportunity to 
be beard by the public~ While the :::ommission would have to 
resort to the Applicant's annual reports and certain 
financial iata, the public would not be afforded an 
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opportunity, if the commission acted in its discretion to 
allov such rate increases without a hearing, to examine the 
justness and reasonableness of the requested increases or to 
e:ra mine the fair rate of return on the fair value of 
Applicant's properties vhich is contempl!ted by the 
statutory provisions relating to general rate increases. 

IT rs, THF.QEFORE, ORDERED AS FOLLOWS: 

(1) That 
hereby is, 
provisions 
respects. 

the application in this docket be, and the same 
approved insofar as it is consistent with the 
of this order, and is disapproved in all other 

(2) Tbat Applicant be, and the same hereby is, authorized 
to file and make effective on all sales made on and after 
June 1, 1011, its tariffs containing rates alld charges in 
accordance with the rates and charges reflected in Appendix 
A attached hereto and incorporated herein. 

(3) That in the event that the Federal Paver Commission 
disallows any portion of the increased costs of purchased 
gas authorized hy this Commission. Applicant shall 
immediately file revised tariffs to reduce its rates 
Bccordingly, and the Applicant shall promptly refund any 
amounts not finally approved by the Federal Power 
Commission. .\pplicant is required to file a written 
verified rel)ort regarding the manner in which any such 
reductions will affect t.he various classifications of 
Applicant's customers. 

(fl) That a report of net reduction in dollars in 
purchased qas costs to Applicant between January 10,, 1971, 
up to and including the effective date of this order, shall 
be filed with the Commission by way of a written verified 
statement not later than June 30,, 1971. 

(5) That the company shall refund to its customers in 
lump sum, by check, all revenues which it received from its 
customers during the period ,1anuary 1 o, 1971, up to and 
including the effective date of this Order, vhicb exceeded 
the ratEs and charges contained in Appendir A attached 
hereto and incorporated herein, to the extent of such 
ercess. plus interest at the rate of 6l per annum: and that 
said refund shall be made at the earliest possible date, and 
within a reasonable period of time, and in any event, not 
latEr than SP.ptembec 1, i971; and shall file a written 
verified report vith the commission with reference thereto 
not later than September 15, 197i. 

ISSUED BY ORDER OP THE CO!MISSION. 

This 27th aay of ~ay,, 1971. 

(SEU) 

NORTH CAROLINA UTILITIES CO!~ISSIOH 
Katherine ft. Peele, Chief Clerk 
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Appendix A 
RATF._SCREDULE NO._j - GENEBAL_lU.TE 

~§L~Mo!!t.h 

First 1 , 000 cu. ft. a-----------$.30618 Per C 

Next , ,ooo cu. ft. @----------- .20618 Per C 

Next 8,000 cu. ft. @----------- .15618 Per C 

Nezt 15,000 cu. ft. a----------- .13118 Per C 

Next 50,000 cu. ft. @----------- .11118 Per C 

Next 125,000 cu. ft. a----------- • 10118 Per C 

All Over 200,000 cu. ft. @----------- .08618 Per C 

summer Gas Air conaitioninq -- Hay through September 

When customer uses gas for cooling in the summer, such gas 
separately metered from all other USP.S during the months ~ay 
through September shall be • 08118 per hundred cubic feet. 

First 
Next 
Rext 
All Over 

RllL1~1Ll!Q:._i 
COflBTNATION ~ESIDENTIAL 

Rates: Per Honth 

1,000 cu. ft. a-----------$.30668 
1.,000 cu. ft. @----------- .20668 
2,500 ·cu. ft. a--------- .14 86 8 
ll, 500 cu. ft. @----------- .09868 

Per C 
Per C 
Per C 
Per C 

Summer Gas Air Conditioning --- ~~y through September 

When customer uses gas for cooling in the summer, all gas 
used over 5,000 cubic feet per month during the months nay 
through September shall be • 0811'3 per hundred cubic feet. 

First 
Next 
Next 
!lll over 

First 
Next 
Next 
All over 

First 
Next 
Next 
All over 

R~TE SCHEDTTLE N0:,_3 
!lll..!fil!!!ll!!!!L 

Rates 

100,000 cu. ft. a-----------$.10918 
100,000 co. ft. m----------- .09718 
300,000 cu. ft. @---------- .08718 
500,000 cu. ft. @----------- . 0771 8 

R~'l'E SCREDULE_NO._!J 
TNT'P.RRUPTIBLE INDUSTRIAL 

1,000,000 cu. ft. a-----------$.07918 
1,000,000 cu. ft. ;;,---------- .06918 
3,000,000 cu. ft. @----------- • 05 918 
5,000,000 cu. ft. a----------- .0~918 

!!!!L§.£1!.fil!!!.lJL!Q.r.._2 
OPTIONAL INTERR!!£!.IBLE IRDYSTRI~L 

1,000,000 cu. ft. a------------$.06918 
'1,000,000 cu. ft. .05918 
3,~00,000 cu. ft. a- • 0541 8 
s,000,000 cu. fit. ir------------ .04918 

Per C 
Per C 
Per C 
Per C 

Per C 
Per C 
Per C 
Per C 

Per C 
Per C 
Per c 
Per C 
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RATE SCHED[LE_HQ~_ft 
SPF.CTAL Alt YEAR AIR CONOITIONING_SERVICE 

RatesL Per ftonth 

fl:!:--112n!JLQP£ill~-Cmod_2£12.ll~[_l_thr2~gh_AP&il_lJLin£!iu;ive 

!,irm: First 250,000 cu. ft. ~----S.10918 Per c 
Next 750,000 cu. ft. a,---- .09918 Per c 
All over 1.000,000 cu. ft. @---- .08918 Per c 

InterruEtible: Natural gas may be purchased as an option 
during Octoher 1 through April 30 inclusive on an 
interruptible basis providing customers nor ma 1 
requirements are not less than 20,000 cubic feet iuring 
anv 24-hour period. The terms and conditions for 
interruptible service shall be as listed on the back of 
this rate schedule. 

First 
Next 
Next 
All Over 

500,000 cu. ft. @----$.07918 
~00,000 cu. ft. @---- .06918 

1,500,000 cu. ft. ~---- .06268 
2,soo,000 cu. ft. ~---- .os91s 

Per C 
Per c 
Per C 
Per C 

All service rendered is firm and shall not he subject to 
curtailment or interruption except when due to force 
maieure during 1'1ay 1, t.hrough September 30., inclusive. 

Rates; ~Ll2!!t!! 

First 250,000 cu. ft. @----s. on 1 a Per C 
Next 150.,000 cu. ft. ~---- .06418 Per C 
Ne>rt 1,500,000 cu. ft. @---- .05768 Per C 
All over 2,500.,000 cu. ft. @---- .05418 Per C 

RATE ~CREDULP. N0._1 
IAR.G.]_VOLTT/1'.P. FIRK AND I!ffERRUPTIRLE INDUS'J'RTA.L SERVICE 

!!at~_;_ 

Firm: The customer shall pay the company for the contracted 
!ll!aximum ~ont.hly Volu111e a) $.05918 per hundred cubic 
feet. 

Interruptible: All gas ~ $.0431-13 per hundre'l. cubic feet. 

Minimum ~onthly Bill 

The minimum monthly bill shall be the greatest of the 
f.olloving: 

1. 40'l: of the previously rendered maximum monthly bill 
during the i rnmediatel y preceding twelve months, but 
not less than the Contracted for Maximum '.ionthly 
VolU111e a, $. 05918 per hundred cubic feet. 

2. $6,3?.A,.00 
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fATE SCHEDULE NO._~ 
f,E.]FERENTIAL INTERRTJPTIBL E 

The customer shall pay 
under this rate schedule 
cubic feet. 

the company for all gas supplied 
at the rate of $.0~918 per hundred 

ILU~CHED!!J&_!ill=..-2 
LARGE_VOLU"E_INTERRQPXIBLE_INDUSTRIAL 

The Customer 
under this rate 
cubic feet. 

shall pay the company for all gas supplied 
schedule at the rate of $.03918 per hundred 

RATE ~.fil!!J:.1]LNO. _1Q. 
C0""9DTTY AND DENARD 

Rate: Per Pio nth 

For all gas delivered, the Customer shall pay the Company a 
commoditv charge of l.36 per Pf.C.¥. In addition to 
com.modity charge the customer will pay a monthly demand 
charge of $5. 50 per l'l-.C. F. of contract demand. 

overrun volume taken in any one day in excess of the maximum 
contracted daily demand will be billed at a price per l'!.c.F. 
equal to the · 50 per cent load factor price of this Rate 
schedule No. 10. In addition. any gas taken on any one day 
in excess of 5 per cent of the maximum contracted daily 
demand or 50 1'!.C.F. whichever is greater will constitute 
overrun taken subject to the additional charges and 
conditions contained in the contract. 

l'!inimum ~nnual Bill 

Beginning with the first day of the month following the 
expiration of the first 90 days of service there shall be a 
minimum bill which sball be on an annual basis. The ainimum 
annual bill shall be the product of !12.62 times the sum of 
the 1'!.C.F. used for determining the demand. charge for each 
month for the twelve months less $.36 times the number of 
n.c.F. not delivered on account of variation due to 
inability to maintain precise control, and shall apply to 
eacn full 12-month period beginning vith the first day of 
the month folloving the expiration of the first 90 days of 
service hereunder and each anniversary of that date. Should 
the sum of the monthly bills for each 12-month period be 
less than the annual minimum bill as determined herein, then 
the amount that the annual minimum bill exceeds the sum of 
the monthly bills shall be due and payable with the twelfth 
month's bill of each such period. 



First 
Next 
Next 
Next 

RATES 

RATE SCH EDU LE 'RQ~_.!1 
PUBLTC SCHOOL SER!Jf] 

Rates: Per ~onth 

1,000 cu. ft. 
1,000 cu. ft. 
8., 000 cu. ft. 

15,000 cu. ft. 
All Over 25,000 cu. ft. 

225 

1!----!.30768 
ill--- .20768 
ill---- .15768 
it---- .13268 
ill---- .11268 

Vhen custo11er uses gas for space heating or air 
conditioning, such gas separately metered from all other 
uses shall be !.08368 per hundred cubic feet. 

PATE SCH]1lllT.R N0._12 
Sl!J!!ICE TO PUBLIC HOUSING APART~ENT_PROJECTS 

The Customer 
under this rate 
cubic feet. 

shall pay the company for all gas supplied 
schedule at the rate of$. 10068 per hundred 

RAT F S CHFDU L)LNO. _ 13 
llrn!l__GAS SERVICE TO PPIVA!.!LG!S £!LllLIC !!IlLIIL£Q!!PANIES 

Each month the Customer shall pay the Company for natural 
gas service rendered to the customer at the following rates: 

Por gas purchased from November 1 through April 30: The 
then applicable Transcontinental Gas Pipe Line Corporation's 
CD-2 natural gas rate calculated on a basis of 100~ load 
factor plus -Jo,;. 

For gas purchased from May 1 through October 31: The then 
applicable Transcontinental Gas Pipe Line corporation• s CD-2 
rate commodity component only plus 30~. 

The Customer shall collect the applicable gross receipts 
taxes from its customer (s) and remit same to the North 
Carolina Department of Revenue vhen due. 

RATE SC ff EDU LE NO. 14 
OUTDOOR_L IGHT ING_SERV ICE 

- Bat~.§1 

Payable monthly for each fixture 

Single Upright l'lantle @--------------$1.81 
Double Inverted l1antle @-------------- 1.81 

Each Additional ?fantle: 
Inverted type up to 1250 BTU/hr. al------------- .80 
upright type up to 2500 BTU/hr. ill-------------- 1.~o 
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RATE SCHEDULE N0._15 
EXCP,SS_G~S SERVICE TO PRIVATE ELECTRIC [filITY COftPANIES 

]~!,g 

The customer shall pay the company for all interruptible 
natural gas supplied and accepted under this contract at the 
rate of 46.1~ cents per 1,000 cubic feet. 

~ATE SCHEDULE NOs,_19 
SPECIAL EftPLOY~I-EA!~ 

The Employee shall pay the company for all gas supplied 
under this rate schedule at the rate of $.11200 per hundred 
cubic feet. 

Summer Gas Air conditioning --- May through September 

When employee uses qas for cooling in the summer, a11 gas 
used over 5,000 cubic feet per month during the months May 
through September shall be i. OA200 per hundred cubic feet. 

REtLS, COMMISSIONER, DISSF.NTING: 

VEATHER PACTOP ADJUSTMENT 

critical to the decision in this case is the validity of 
the weather factor adjustment assumed in the Staff audit and 
accepted by the Commission. The Applicant and Staff 
presented testimony to the effect that the test period (12 
months ended September 30r 1970) vas characterized by an 
extremely c:>ld winterr vhich allegedly tesulted in 
Applicant•s receiving significantly higher income during the 
test period than vould have been the case for a test period 
characterized by "averagen weather conditions. For the sake 
of brevityr I shall refer to these dollars in terms of the 
"weather adjustment" .. 

Applicant's actual gross operating revenues for the test 
period were i33rfl70rOOO. (Note: All of the figures used in 
this dissent will be rounded off to the nearest one thousand 
dollars.) This figure vas reduced by way of the weather 
adiustment by $893rO'Oo. In other vocdsr for the purposes of 
the Staff au!lit. and the majority orderr an assumption has 
been made that the Applicant received $893r000 less gross 
revenue during the test period than it actually receivedr 
and all the rate of return data and dollars in the majority 
order are based upon this assumption. No one contends that 
Applicant ~id not actually receive these dollars during the 
test periodr but the majority order accepts the contention 
that the t~st year wa·s ahnormally cold and that therefore, 
t.he adjustment is necessary to normalize t.he test year as a 
predicate for setting rates for the future. 

'T'o arrive at. the weather ad;ustment, the 
accepted at face value the dollar results 
sophisticated method of relating weather 

auditing Staff 
of a highly 

conditions to 
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natural gas sales. The method is highly complex and 
difficult t.n understand. I, for one, do not underst.and it 
in the detailed manner in which it has been presented in the 
record of this case. The results,. however, are simply 
stated. One, the assumption has been made that the test­
year weather resulted in gross .t:!!'..!!! sales in the sum of 
$1,605,000 which would not have occurred in an "average" or 
11normaltt year: two, that had these additional gross firm 
sales not have been made, th~ same gas £QY11 have been sold 
to Applicant's interruptible customers for the total sum of 
$712,000. Hence, the resulting adjustments to gross 
revenues of JBgJ,OOO. 

is a rate making device of general application, I reiect 
this adjustment out of hand. It is of obvious (to me) 
doubtful valitlity. Conceding, arguendo, that natural gas 
companies will sell more gas to firm customers (principally 
residences} in colder weather, we are immediately confronted 
with myriad questions. What is "colder" weather? How many 
years arP, required to make a valid comparison of what. is 
"colder" weather? A.re ve now in a weather trend toward 
"colder11 we:1. ther and will winters be getting colder before 
they again tiegin getting warmer? can it be assumed th·at 
today's customers will react to "colder" weather similarly 
to customers of ten, twenty, or thirty years ago? Are 
today's houses and buildings so constructed that more, or 
less, gas vil 1 be used to cope with "colder" weather? 'il'ha t. 
is the for mu la to he used to state how much more gas people 
will use in "colder" weathet"? How do you test the validity 
of the formula? Row many gas companies in the United States 
are using such a formula and can say it is valid? Hov many 
regulatory commissions have employed a similar adjustment to 
make rat~s? 

r can answer none of the first eight questions 
satisfactorily from the record in this case. As to the 
ninth, the record is not clear. Applicant. introduced 
evidence tending to show that nine state regulatory 
commissions have employed a similar adjustment rate in 
natural gas cases. This does not include the North Carolina 
Utilities Commission. our research indicates that while it 
is inconclusive as to how many state regulatory agencies 
have appliea a similar rate making device during the past 
tvelve years, tvo have considered and rejected it and only 
six have employed it in a rate proceedings, and those have 
used vastly different base periods (as lov as 5 years 
compared to staff's 39 years} from vhich they have derived 
their "averaqe 11 weather conditions. 

This device, as a matter of general application, 
immediately raises the "sauce" question. If ve use it for 
the gas gan~er, MhV not for the electric goose, whose sales 
are increasingly being affected by summertime peaks brought 
on by air conditioning in response to "hotter11 weather. 
Could the electric utilities not contend that in "hotter" 
years, their revenues should be similarly adjusted to arrive 
at a nor ma 1 or average revenue statement. 
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The ntah Public service commission considered this type of 
adjustment and came to the following conclusion: 

Ve believe there is considerable merit in the proposed 
adjustment, but. we hesitate to apply it because r>f the 
vagaries and uncertainty of the weather. We find, 
therefore, that this adjustment should be disallowed. Re: 
Mountain Fuel Supply company (Feb. 1960) 32 PUR 3rd 321., 
at Page 340. 

Nov to examine for a moment the validity of the adjustment 
in this particular case. The theory, as above stated, is 
that the test year was abnormally c_old and therefore the 
firm sales w?.re abnormally high. Tt is contended that the 
lo~ds which are most weather sensitive are residential space 
heating loads. Let us, therefore, compare some figures for 
the test-yeai: twelve mont.hs, ending September 30, 1970, with 
the twelve-months period ending September 30, 1969 (see 
Staff audit, Paqes 2 and 3)! 

.Q!?eratifilL!!g!!HH!~§ 
E~!~glve Months E~g~-~~Etg!h~~-JQ 

Residential Rea ting Sales 
1%9 

s10,179;ooo 
1970 

$11,414,000 

j!even u filL~.!1~1 
~11 

Residential Heating Sales 
1970 
iws 

The above Tables disclose no substantial difference 
between the t.vo twelve-months periods in .revenues per Hcf 
sold to residential heating loads, and a gross increase of 
only $1,235.000 in the test year over the previous twelve 
months ending !';eptember 30, 1969. Jl.nd yet. the formula 
accepted by the majority assumes additional such revenues in 
the test year in the sum of $1,605.000 n~g 12 ~~tm ~, 
giving what ~mounts to minus effect of additional test-year 
income from c11stomer growth in this and other categories. 

An additional me~sure of the normality of the test-year 
sales is disclosed by examining the ratio of Applicant's net 
income to gross revenues for three closely proximate twelve­
months perio:ls. 

1969 
Test Year 
1970 

Ratio of Net Income 
to Gross Revenues 

7.2U 
6. 961 
6.93% 

While the Eoregoing ratios would not be conclusive of this 
mattei:, as other variables are involved to some degree, 
these ratios strongly support the inference that the test-
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year revenues are not substantially 
grossly distorted as assumed by 
accepted and a pp lied in the majority 

1Hst ort.ed, 
the weather 
order. 

much less 
adjustment 

In addition to the foregoing, the weather adjustment 
adopted and applied by the majority is predicated on 
customer classification rates in effect during the test 
year, vhi le the requested (and in propoc-tion, al loved) rate 
increases result in a ll.5~ increase for residential firm 
customers an1 an 11~ increase for interruptible customers, 
vldch means that the Staff adjustment, even if v:1.lid in 
theory in this case, is very wrong in its dollars, and is 
therefore nat supported by the evidence in this record in 
that respect. 

In view o !: a 11 these circu11stances, I 
the weather ~~justment is not valid, not 
evidence and should not he allowed. 

RA't'E BASE 

11ust conclude that 
supported by the 

The majority order finds the book value (net investment) 
of Applicant's properties to be in the sum of !63,QJ7,000. 
To this they have added materials, supplies and working 
capital (less Federal income tax. accruals) in the sum of 
t2,718,000, foe a total book value (net investment) of 
$6E,155,000. To arrive at the fair value of Applicant's 
properties, they have "trended" the above total of 
$66,155,000 hv 2oi, resulting in a value of $79,386,000. 
When you deduct materials, supplies and working capital from 
the properties to be trended (as obviously should be done), 
the trend factor becomes 251 rather than 2 01.. 

Applicant used the fi!.!lll.I:.Whi~!L!.n!lg! to trend the value 
of its properties, resulting in an alleged trended value of 
$98,292,000. Commission Staff offered no evidence of 
trended value or fair value, nor did intervenors.. The 
Commission may and should take judicial notice of its 
official records and files.. These record's~ and files 
disclose that almost 601 of Applicant•s total plant 
investment bas been added during the past six years, as 
shovn in the follovinq Table, these figures being taken from 
Applicant's annual reports on file vith the Commission. 

Year 

1965 
1966 
19 67 
196 8 
1969 
1970 

Plruu_Additions - 1965-70 

Beqinning Plant 
__ .I.nx~s t me nt_ 

$41,359,000 
47,100,000 
53, 5R2, 000 
60,546,000 
67,016,000 
73,886,000 

Gross Additions 

!6, 115,000 
6,926,000 
7,347,000 
7,010,000 
7,500,000 
6,315,000 

Balance at End of 
Year 

$117,100,000 
53,582,000 
60,546,000 
67,016,000 
73 ,BR6,000 
79,680,000 
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To tren<1 these recent olant additions by 25'Z is wholly 
unrealistic and unjustified and results in a distorted and 
inflated fair value. If these recent plant additions should 
be trended at a 11, it should be in a very sma 11 percentage, 
certainly not more t:han 10%. 

COST OF CAPITAL & RATE OF RETURN 

The ma;ority oriier has barely mentioned the cost of 
capital, wbi:::h is in all cases a vital element in arrivinq 
at a fair rate of return. Applicant's cost of capita.! is 
computed below basea upon an assumed cost of equity funds of 
151 {which T find to he reasonable, as will be elaborated 
upon later in this dissent). 

Type of Capital 

Bonds 
Debentures 
Notes Payable 

Preferred antl 
Preference 
Stock 
Common l!qui ty 
Totals 

Capital Structure as of 
__ Sfil!tember 30L-1q10 __ (1) 
Amount Interest Percent of 

$3o';q91.ooo 
6,700,000 

__ 2Lm10,ooo 
$ij6 ,697,000 

__ Rate __ Total __ 

5.951 

7,912,000 5.641 
_lh79££.QOO* 15. 001 
$6A.401,000 

6 8. 2 8% 

11. 5 6~ 
,Ul~HI 

100.00~ 

overall 
_£,Q§,t __ 

ij.061 

(*Includes unappropriated earned surplus of $'4,571,000.) 
(1) Source: Staff ~udit, Page 8. 

As stated in the majority order, Applicant's financial 
witness Merrill computed a cost of capital in the range of 
a.oo,: to 8. '59~. based upon a reco111111end_~d range of equity 
cost of 15.0., to 17.5oi. Not mentioned in the majority 
order is the opinion of Staff witness J. w. Smith (Director 
of Economics and Accounting) that a return on equity of 15'.!!' 
would be reasonable. 

The following Table. taken from Applicant's annual reports 
on file with the commission shov that its return on equity 
during the period 1q65-70 falls in a range of 1J.2q,: to 
17.82'1, for an average return on equity during the six-year 
period of 15.601. 

Average Earnings Return Per 
Common For on Share 
li!!Yili fgmm211 .!ll!.!!HI Earning§ 

1965 t 6,689,000 $1,088.000 16. 26~ • 76 
1966 1.oss.000 1.2s1.ooo 17. 82 .87 
1967 7,476,000 1,286,000 17. 20 .89 
196R 8,088,000 1,227,000 15. 17 .sq 
1969 10,838,000 1.782,000 1 q_ 02 1 .09 
1970 13, sq 6,000 1.es,.000 13. 2q 1 .01 



RATES 231 

The above data discloses that while Applicant's rate of 
return on equity was declining over the period, its per 
sharp earnings vere shoving a consistent and significant 
growth. The Table also discloses that during the period, 
~pplicant more than doubled its total equity investment 
dollars. 

For a <::omparison of Applicant's experience during this 
six-year period, let us consider the return on equity of 
other compars1.hle natural gas companies for a comp:1.rable 
period (saven years, 1963-69) .. 

Applicant introduced exhibits, shown 
return on common equity and common equity 
distribution companies in the United 
roughly comp1rable to Applicant. 

below, to reflect 
ratios of 19 gas 
States which are 
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Com■ og Egui t:r:: 1963 

Alaba ■ a Gas 41-6' 
American Natural Gas 37. 5 
A_tlanta Gas Light 36. I 
Rrooklyn Union Gas 40.2 
consolidated Natural 

Gas 55. 8 
Equitable Gas 40.5 
Gas Ser•ice 28.9 
Laclede Gas 37. 6 
f1 inn ea Fol is Gas 50.2 
Plountain Fuel Suppl f 49.1 
National Puel Gas 58.8 
Northern Illinois Gas 48.1 
North vest Hat oral Gas 34. 8 
Oklahoma Natural Gas 41. 6 
Pacific Lighting 44.8 
Peoples Gas 42.9 
Southern Onion Gas 37.0 
Washington Gas Light 34.8 
Washington Natural Gas 35.2 

Avera.ge - 19 
Co ■panies 41. 9 

CAPITALIZATION RATIOS 
CISTRIBUTORS WITH CURRENT ANNUAL 

IN EXCESS OP sso.000.000 

1964 1965 1966 

43_3, 38. 8, 40.2, 
38.0 31.5 35.3 
31.8 34.9 36.1 
41- 6 38.9 40.1 

56.3 51.8 58.1 
41-8 40.8 43.2 
28.3 34.5 33.4 
39.3 40. 8 39.7 
51.8 53.4 55. I 
46.8 48.4 49.2 
57.2 56. 8 56. I 
47.5 43.6 43.7 
32.8 36.4 32.8 
44.5 44.4 44.8 
45.1 44.9 43.9 
U.5 43.2 42.7 
38.1 38.6 35.2 
36.0 34.5 32.4 
38.3 36.5 32. I 

42.6 42.3 41-8 

REVENUES 

1967 1.2§.ft 

38.8, 39.2' 
35.2 33.5 
38.3 36.2 
37. 5 39. 0 

58.5 56. 5 
42.4 43.8 
32.2 JO. 2 
41-6 40-1 
56.8 58.1 
43.5 46.3 
53.2 51-1 
43. 9 43.3 
32. 5 33.7 
46. 9 49.0 
45.6 44.8 
40.6 41. 8 
36.5 36.4 
30. 9 35.0 
33.3 32. 9 

4 I .5 41-6 

1969 

39.J, 
32.1 
38.1 
40.1 

55.5 
45.8 
30.2 
42.0 
52. I 
48. I 
49.7 
43.3 
33.9 
49.2 
45.7 
40.2 
38.0 
34.3 
36.1 

•1-8 

N 

"' N 

"' ,,. 
"' 
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19 GAS tlSTBIBOTOBS WITH COBREHT ABROAL BEVBNOES 

TN BXCBSS OP $50.000.000 

I 96 3 f96Q I 965 f966 I 967 I 968 J.ill I 97Q. 
Alabama Gas 11- 8'.l 12.2'.l 11 .5'.l 11 .7'.l I I .B'.l I 3. B'.l 13.U 11.n 
American Natural Gas 11- 6 I 2.0 13.3 13.J I 3. 3 I 2. 2 12.4 

"· q Atlanta Gas Light 11. 5 13.2 I 3. I 13.0 fl. q I 2. q 12.2 9.2 
Brooklyn Union Gas I 2. 3 12.4 12.Q 12.6 I 2. 5 I 2. 6 I 2.2 Io. 5 
Consoliaated ~at-

ural Gas 7.5 e.1 I o.o 9.5 9.Q B.6 9.3 8. 6 
Equitable Gas 11- 5 I 2. I 13.9 12.9 I 2. I 11. 5 12.2 12. I "' Gas service 10. Q I 3. 3 11 .5 10.3 9.Q 9. I 11 .o fl. 9 ,. 

➔ Laclede Gas 11. 8 11 .8 12.9 12.Q I 2. 3 I 2. 3 12.2 I 4. O "' !'linnea polis Gas I 3. 6 1J.Q I 3.Q 13.4 I 3. 4 13.Q 12.7 ff/A "' ~ountain Puel supply 11. 2 Io. 8 9.7 8.2 e.o 8. 7 9.9 Io. O 
National Fuel Gas 9.6 8.7 9.2 9.2 8. 2 6. q 8.2 7. 0 
Northern Tllinois 

Gas 15.7 15.6 15.8 
Northwest Natural 

15.6 15.6 I 3. 9 14.8 I 3. 7 

Gas 11. 5 I 2. 7 Io. 8 9.7 9.6 Io. 9 9.7 R/A 
Oklaho■ a Natural Gas IQ. 5 15.5 I Q.9 fJ.7 13.6 I 3. 4 14.2 I 3. 5 
Pacific Liqhting 8.5 I 0.2 10.3 9.e 9.9 8. 6 9.0 e. s 
Peoples Gas I 2. 5 13.7 I 3. 9 13.9 I 4. I IQ. O 13.2 If. 9 southern Union Gas 11. e 15.2 I 4. 4 IS. I 14-1 I 3. 6 12.2 11. e Washington Gas Light 9.4 9.9 9.9 9.7 Io. 6 9. 6 I 2. I 9. 7 
Washington !atural 

Gas 11. 5 11 .e 11 .o 11 .3 11 .5 11. e I 0.9 R/A 

A•erage - I 9 "' "" companies 11. 5 12.2 12.2 11 .9 11 .6 If. 4 11. 7 "" 
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The focegoing data demonstrates that Applicant's recent 
return on equity has been hiqh co'11pared to compat"ahle 
companiesr even allowing for Applicant's lover ratio of 
equity capital; and dictates the conclusion that a 15.0% 
return on equity is amply sufficient to enahle Applicant to 
achieve earnings at a lev~l which vill in turn enable it to 
compete in the market for equity funds. I must therefore 
conclude that the 16.5% return on equity allowed by the 
majority is excessive and not supported by tb.e record. 

Again, it must be forcefully pointed out that the 16.50,: 
return on equity allowed by the majority is not predicated 
upon Applicant's actual test-year revenues. If you use 
Applicant's actual revenues du['ing the test year, then 
superimpose the general rate increase allowed bv the 
ma;arity in its order, Applicant's rate of return becomes 
19. SJ. 

The Commission and t.he Applicant are vell aware that 
Applicant is not currently confconte1. with the need to raise 
significant ~mounts of new capital. It has no plans fot 
significant P.Xpansion of its system in the near future. We 
all know that it, as well as at.her natural gas distributors 
in North Carolina, can sell all the gas it can get its hands 
on. We also know that due to the current high demand for 
natural gas, Applicant is able to shift significant amounts 
of its ~al~s tram lover paying interruptible customers to 
higher payinq firm customers. Under these circumstances, 
even a 16.Sf rate on equity is excessive, and the 19.S~ 
return actually allowed reflects an apparent disregard. for 
the statutorv injunction to the Commission to 11 

••• fix such 
rates as shall be fair hath to thP public utility and to the 
con sumer". 

Before the general rate increase applied for, Applicant's 
actual test-rear revenues resulted in a rate of return on 
common equity of 14 .. 741; on net investment in plant of 
8. 6.3,: and even on t.he inflated fair value found by the 
majority of 1.19i. All of these rates of return are clearly 
sufficient, 'ind I must therefore con:::lude that Applicant has 
not carried the burden of proof to show a need for any 
gl?'neral rate increase and that the new rates allowed and set 
by the majarity are not supported by the record, are not 
based upon findin~s of fact sufficient to conclude that they 
are needed,. and ~re not just and reasonable. 

I would, therefore, allov the Applicant to rec:,ver the 
increases in wholesale cost of g'ls covered in these dockets, 
but vould not allow any general increase in its retail rates 
which vould have the effect of enhancing its rate of return. 

There is one other point that needs dealing with. 
~ssuming, while not conceding, that the weather adjustment 
can bl?' justified in t.his case, it nevertheless remains that 
for the test vear, Applicant did receive revenues in amounts 
that the majority order itself admits to the abnormally higb 
- in other words, excessive. This being the case, the 
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result of the majority order is to allow A.pplicant to retain 
this bonanza forever. This is anple pie foC' the company. 
tut t:it.t:er fruit for the ratepayet"S ~ut of whose pockets the 
bonanza was nlucked. 

Hugh A. Wells, Commissioner 

ffcDEVITT, co~~ISSIONER, CONCURRING AND DISSENTTNG IN PART: 

I concur with that portion of the m~jority Order allowing 
Public service to recover through equivalent rate increases 
the increased cost of purchased qas (tl,652,003) approved hy 
the Federal Power ~ommission. 

I dissent from that. part of the Order allowing !'ublic 
Service .ti,44t;,16A in additional general rate increases and 
adiusting the companv•s A£!:.·!!!!.! revenues for the test perio~ 
downward hy $~93,126 through the unacceptable device of a 
weather an. ;ustment. factor which results in an understatement 
of. revenues ~nd return on common equity. North Carolina gas 
utilities h~VP. operated successfully for years without rate 
changes baser! on t.he application of an artificial veathP.r 
adiustmP.nt. factor and the commission has never before baserl 
a general rate increase on such a factor. 

I vigorously dissent from the majority's Finding of Fact 
No. q that 11 'J'he additional revenues provided by the 
increases herein will result in a return on common equity of 
16.5'"· Onlv through ~rii:bmetical acrobatics resultinq from 
a reduction of actual ,.revenues by $891,126 could the 
majoritv ~rrive at this figure. ~ctuai ~!~n~~2 for the 
test period produce return on common equity of 1 9 .. 4€11 which 
is excessive, un;ust and 1mreasonable .. 

I dissent from the findinq that the fair value of the 
.l.pplicant•s prop~rties is $79,272,908. The Staff audit 
reflect.s net investment in utility plant of $66,467,566. I 
believe the fair value of the Applicant's properties is not 
more than "i76,500,000 which exceeds net invest.ment by 
approximately is%. 

John W.. McDevi tt, C ommis si oner 

DOCKET NO. G-5, SOB 71 
DOCKET NO. G-5, SUB 17 

BEFORE THE NOP'T'H CA~OLINA UTILITIES COMMISSION 

In the ~atter of 
Application of 'Public service companv of North 
Carolina, Inc., for an A.diustment in its Pates 
ani'l Charges .. 

ORDER OF 
AMEND!'1'ENT 

BY 'T'HF. COMMISSION: It appearing to the Commission that 
certain typographical er-rors were made in lppendix A 
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attached to its Order of ~ay 27, 1971, in this docket and 
that said typographical errors should be corrected; 

IT IS, THEREFORE, ORDERED as follows: 

1. That said 
is, hereby amended 
read as follows: 

Appendix A, Page 3 of 5, be and the same 
by correcting Rate Schedule No. 10 to 

RATE SCHEDULE NO._ 10 
COMMODITY AND DE~A~~ 

Rate: Per l!onth 

For all gas delivered, the customer shall pay the company a 
commodity charge of !.3962 per M.c.F. In addition to 
commodity charge the customer will pay a monthly demand 
charge of $5.50 per f'I.C.F. of Contract demand. 

2. That said Appendix A, Page 4 of 5, be, and the same 
is, hereby amended by correcting the "l'linimum Annual Bill" 
to read as follows: 

Minimum Annual Bill 

Beginning vith the first day of the month following the 
expiration of the first 90 days of service there shall be a 
minimum hill which shall be on an annual basis.. The minimuU1 
annual bill shall be the product of $13.33 times the sum of 
the l'l.C.F. used for determining the deman~ charge for each 
month for the twelve mon.ths less $.3962 times the number of 
~.C,.F. not delivered on account of variation due to 
inability to maintain precise controlr an~ shall apply to 
each full 12-month period beginning with the first day of 
the month following the expiration of the first 90 days of 
service hereunder and each anniversary of that date. Should 
the sum of the monthly bills for each 12-month period be 
less than the annual minimum bill as determined hereinr then 
the amount that the annual minimum bill exceeds the sum of 
the monthly bills shall be due and payable with the twelfth 
month's hill of each such period. 

ISSUED BY ORDER OF THE COl'IP'IISSION. 

This the 1st day of Juner 1971. 

(SEAL) 

NORTH CABOLINA UTILITIES COM"ISSTON 
Katherine M. Peele, Chief clerk 
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BEFORE THE NORTH CAROLINA UTILITIES CO~HISSION 

In the ftatter of 
Application of Public Service Company of 
North Carolina, Inc., Gastonia,, North 
Carolina, for an \diustment of its Rates 
and charges 

ORDER ALLOWIUG 
PA.FT I AL INCREASES 
IN RA'l'ES 'AND 
CH~RGES 

flY THE COMMISSION: on July 23, 1971,, Public Service 
company of North Carolina, Inc., (Public Service) in Docket 
No. G-5, Sub 78 filed an application vith the North Carolina 
Utilities Commission for an adjustment of its rates and 
charges in order that it might recover increases in the cost 
of gas to it from its ~ale supplier, Transcontinental Gas 
Pipe Line CoI:'poration {Transco). In this filing Public 
Service seeks to recover an increase of .1 cent per mcf 
effect iVe July 26 11 1q7 111 in Federal Power Commission Docket. 
Ro. RP71-31, ~nd .6 cent per mcf increase effective August 
2, 1971, in Federal Power Commission Docket. No. RP71-31. 
Both of these increases vere allowed to become effective by 
tb.e 'federal Power Commission on the effective dates listed 
above. 

By Order dated July 27, 1971, the North Carolina Utilities 
Commission suspended the rates re guested by Public Service 
in this proceeding and denied Public service the right to 
put in the increased rates on less than statutory notice. 
This rate filing was suspended for 270 days from and after 
August 23, n'71. 

Public Service at the 
increase in Docket No. G-5, 
pursuant to G. s. 6 2- 135. 

same time it filed its requested 
Sub 78 filed an Undertaking 

The amount of the increase sought to be. recovered as a 
result of Transco' s gas filing in this docket results in an 
increased cost of gas to Public Service of $374,990 
annually. 

On Septem'ber 13, 1q11, Public Service C?mpany of North 
Carolina, Inc., filed a second application in Docket Ho. 
G-5, sub 79, in which it seeks to recover further increases 
in cost of qas to it from Transco. The amount of cost which 
Public SerVice seeks to recover in this docket is 1.2 cents 
per mcf which was filed to become effective on September 19, 
1971, in nocket No. RP 72-27 filed vith the Federal Pover 
Commission and the .1 cent per mcf filed to become effective 
October 5, 1971, in Federal Paver commission Docket No. RP 
71-31. These two increases in rates filed by Transc:> vith 
the Federal Paver Commission have also been allowed to 
be-come effective by a rder of the Pederal Paver Commission 
hut were subiect to the President's Freeze Order No. 11615. 
These increases in gas cost to Public Service became 
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effective vhen the Freeze Order vas lifted on November 14, 
1971. ThL~ filing will increase the cost of gas to Public 
Service in the amount of $667.652 annually.. The combined 
results of all the above four Transco filings as listed 
herein with the Federal Power commission increases the cost 
of gas to Public Service by $1,0Q2,642. 

The amount sought to be recovered by Public Service from 
its customers in gt"oss operating revenues is !1,109,160 
which is the purchased gas cost stated· above plus rela·ted 
gross receipt t.ax. The combined filing in both Docket Nos. 
G-5, Sub 7R and 7g result in a 2. 2 cents per mcf uniform 
increase applicable to all customers. 

The Commission, on octot.>er 20, 1971, consolidated the 
above dockets for action and or hearihg and at the same time 
approved the undP.rtaking filed by Public Service pursuant to 
G. s .. 62-135 in Docket No. G-S, Sub 78.. The commission, on 
October 20, 1971, suspendea the tariffs filed by Public 
Service in Docket No. G-5, Sub 79,. On November 15, 1971, 
Public Service increased its rates to its customers pursuant 
to the undertaking in the amount of 2.2 cents per mcf on all 
gas consumell. on and after that date. On December 6, 1971, 
Public Service Company of North Carolina, Inc., in Docket 
Ro. c;""'.5, sub ijl, filed another application for authority to 
increase its rates in order to recover further increases to 
it from Transco.. These increases listed below vere filed by 
Transco with the Federal Paver commission to become 
effective on January 1, 1972, in Federal Power commission 
Docket No. RP 72-78. 

Commodity Increases 

CD-2 2A. 9¢ to 30.U Total increase 1 .Jt 
PS-2 28. 9¢ to 30.2¢ Total increase 1.3. 
GSS 36.Rt to 41.2¢ Total increase 4.4• 

Demand Increases 

CD-2 $3. 1] to $3.29 Total increase 16¢ 
TS-2 $1. 90 to $1.92 Total increase 2• 
GSS $1. 42 to $1.58 Total increase 16¢ 

The foregoing Transco 
increase in gas !)Urchased 
fol lov s: 

increases also cause an automatic 
from United Cities Gas company as 

1st 50,000 mcf per month from 39,.19t to 41.02¢ 
over 50,000 mcf per month from 33.9¢ to 35.2t 

That the' total increased cost to Public Service on an 
annual basis of these increases is approximately $1,233,000. 

In order to recover the above increases in the 
to it, Public Service is proposing in this 
increase rates to its firm customers by Q.14t per 
its interruptible customers by 1. 38t per m::f. 

cost of gas 
docket to 
mcf and to 
The total 
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annual revenue required to offset the 
related gross receipts tax is $1,310,313. 
to be recovered bv 1?ublic Service from 
gross operating revefiue from all the above 
these consolidated dockets is S2,ij19,Q73. 
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above cost plus 
The amount sought 
its customers in 

proceedings in 

Public Service company of North Carolina, Inc., was 
ordered by this Commission to file consolidated data 
rPlating to the above proposed increases as required by the 
Commission's Order in Docket No. G-100, Sub 14. 

The North Carolina General Assembly adopted Chapter 1092 
Session Laws of 1971, ratified July 21, 1971, North Carolina 
General Statut.e 62-133(f) which provides as follows: 

"Unless otherwise ordered by the commission subsections 
(b}, (c), and (d) shall not apply to rate changes of 
utilities engaged in the distribution of natural gas 
bought at wholesale by the utility for distribution to 
consumers to the extent such rate changes are occasioned 
~y changes in the wholesale rate of such natural gas. The 
commission may permit such rate changes to become 
effective simultaneously with the effective date of the 
change in the wholesale cost of such natural gas, or at 
such other time as the Commission may direct. This 
subsection shall not prohibit the commission from 
investigating and changing unreasonable rates in 
accordance with the p~ovisions of this chapter. The 
public utility shall give notice, v.hich may include notice 
by publication, of the c'hanges to interested parties as 
the commission in its discretion may direct." 

Pursuant to the authority granted above to the Commission 
by the Legislature, tb.e commission issued its order in 
Docket No. r.-100, Sub 14, requiring certain data as follovs 
to be filed with the Commission for the consideration of 
increased rates filed solely to recover increases in the 
cost of gas to a gas utility company in this state if 
approved by the Federal Paver commission. Pursuant to that 
order Public Service filed the following data: 

Tracking 
1'5. 1971 
Sub 79 

rate schedules which became effective November 
pursuant to authority granted in Docket No. G-5, 

Schedule of the rates 
Petitioner on December 6. 

ana charges proposed by the 
1971 in Docket No. G-5, Sub 81 

Statement of end of period net investment at September 30, 
1971 

Statement of present fair value rate base 

Statement shoving accumulated depreciation balances and 
depreciation rates 



Statement of materials and supplies necessary for 
operation of the Petitioners business 

Statement shoving amount of cash working capital vhich 
Petitioner finds necessary to keep on band 

Statement of net operating income for return for twelve 
months ended September 30. 1971 

Statement shoving effect of proposed increase in rates and 
rates of return 

Balance sheet at September 30• 1971 and income statement 
for the year ended September 30. 1971 

Statement showing computation of increased cost of 
purchased gas and rate increase per mcf 

Statement shoving computation of returi:t on egui ty 

Copies of Transco tariffs 

The data as filed was reviewed and analyzed by the 
Commission's Accounting and Engineering staff and a report 
of same submitted to the commission for its consideration. 

Notice of the proposed filing to the public vas given by 
Public servi-::e by an insertion in the bill during the month 
of November and December which covered the filings made by 
Public servi::e in Docket Nos. G-21, Sub 72• 78. and 79 in 
the amount of 2.2~ per mcf. 

Based on the a pplica·tions as filed and the 
commission in these consolidated dockets. 
makes the followinq findings of fact. 

FINDINGS OF PACT 

records of the 
the Com11i ssion 

1J That Public Service company of North Carolina, Inc., 
is a public utility subject to the jurisdiction of the North 
Carolina Utilities- commission. 

2) That Public service's rates were increased on all gas 
sold on and after November 1s. 1971. pursuant to the 
undertaking filed and approved by this commission in order 
to recover the increases in cost of gas to it from Transco 
as shown in Docket Nos. G-s. Subs 78 and 79 in the amount of 
2.2¢ per mcf. A.11 increases contained in these applications 
have been approved by the Federal Power commission. 

3) In Dockal No. G-5. sub e1. the proposed increase in 
rates sought to be recovered by ~ublic Service is 4.14it per 
mcf to firm customers and 1.38t: per mcf to interruptible 
customers. These increases in rates are filed to recover 
the increased cost of gas -to Public ServiCe as contained in 
Federal Power Commission Docket No. RP 72-78. which has been 
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filed to become effective January 1, 1972, pursuant- to a 
settlement agreement. 

4 l Publ.ic Service 
increased costs to become 
after January 1,, 19 72. 

filed tariffs to recover these 
effective on all gas sold on and 

5) That the rate of return on end of the period 
invest111ent and the return on equity as approved by the 
commission for Public service in the last general rate case 
Docket No. G-5, Sub 71 and sub 77 issued on f'tay 27, 1971, 
for the test period ending September 30, 1970, and that 
determined by the commission in these consolidated dockets 
are below: 

~eturn on end of 
period investment 
Feturn on equity 

Approved in Dockets 
G-5, Subs 71 & 77 

September 30, 1970 

7. 99 
16.5 

Docket Nos. G-5, 
Subs 78, 79 & 81 
~tgmber 30 L--121.1 

7.98 
15.25 

The return on end of the period investment and the return 
on equity in these consolidated proceedings have decreased 
from that found just and reasonable by the commission in 
Docket Nos. G-5, sub 71 and Sub 77 after the adjustment for 
the proposed increases as applied for herein. 

6) That included in the firm rate increase sought herein 
of Q.14t per mcf is an amount of 1.01t per ~cf (demand 
charge and capacity charge for nev GSS service) which 
amounts to $212,851 which is the annual expense only 
relating to new GSS service of 8,595 mcf per day or 461,940 
mcf annuallv which volumes vill be sold and revenues 
collected beyond the test period used herein. Since this 
nev service will be utilized beyond the test period, the 
expense portion of it 1.01t per 11cf should be eliminated 
from this filing. 

CONCLUSIONS 

In accordance vith G. S. 62-133(f) the Commission has 
statutory authority to consider as a separate item increases 
in cost of gaS to gas utilities in Horth Carolina occasioned 
by increases in cost of gas to them from their wholesale 
suppliers as approTed by the Federal Power Commission. The 
com.mission issued a general order in Docket Ho. G-100. 
Sub 1CJ providing that after reviev of the data filed by the 
natural gas utilities as described herein if the Commission 
conclndes from such reviev that the filing will J?,Ot. cesult 
in an increase in the companies rate of return over the rate 
of return most recently approved by the commission in the 
last genera1 rate case that the pass-on of the wholesale 
rate would be allowed. The Commission considers the filings 
and applications herein as complying vith G. s. 62-133(f) as 
allowed to become effective without hearing (except that 
that portion of the rate increase relating to the new GSS 
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service does not fall vi thin the meaning of G. S. 62-133 (f) 
as an increase occasioned by an increase in the wholesale 
gas cost and for that reason and the reason stated in the 
findings of fact should be denied.l 

The Com mission concludes that in these consolidated 
proceedings that the cate of return and return on equity of 
Public service Gas Company of North Carolina, Inc., has 
decreased since the last general rate proceeding in Docket 
No. G-21, sub 71 & 77 vhich order vas issued Hay 27, 1971. 

eased on the foregoing find°ings of fact and conclusions 
the Commission is of the opinion that the rate increase 
filed by Public Service that seeks solely to recover 
increases in the cost of gas to it from Transco as approved 
by the Federal Paver Commission should be allowed as a 
filing pursuant to G. s. 62-133 (f) and should be permitted 
to become effective without hearing and t bat the portion of 
the increase relating to the nev GSS service o~ 1.01¢ per 
mcf should be denied. 

IT rs, THEREFORE, ORDERED: 

1) That the tariffs filed by Public,.. service Company of 
North Carolina, Tnc., in Docket Hos. G-5, Sub 78 and sub 79, 
vhich vent into effect under the undertaking on all gas sold 
on and after November 15, 1971, be and ace hereby authorized 
to become effective as filed. · 

2) That the tac-iffs affecting the firm rate schedules 
filed by Public Service company of North Carolina, Inc., in 
Doc~et No. G-5, Sub 81, on all gas sold on and after January 
1, 1972, be denied. 

31 That ~ablic Service Company of North Carolina, Inc., 
shall file revised tariffs in Docket No. G-5, Sub A 1 
applicable to its firm customers reducing the increase in 
firm rates from Q.14t per mcf by 1.01t per mcf effective on 
all gas sold on and after January 1, 1972. 

4) That the interruptible tariffs filed by Public 
Service Company of North Carolina, Inc., in Docket No. G-5, 
Sub 81, be and are hereby authorized to become effective on 
all gas sold on and after January 1, 1972. 

SJ That the approval of the increased rates as 
authorized herein by this commission in Docket No. G-5, 
Sub 81 is conditioned upon final approval of the settlement 
agreement as filed with the Federal Power commission by 
Transcontinental Gas Pipe Line corporation in Docket No. 
RP 72-78 or approval of Federal Price commission if 
required. 

That in the event the increases sought in the various 
Power commission dockets as cited herein are reduced 
the, effective dates are changed, the North Carolina 

6) 
Federal 
or if 
Natural Gas Co~poration shall immediately file tariffs 
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makinq corresponding decreases in the tariffs as filed 
herein. 

1) In the event the Pederal Power Commission or the 
Pederal Price Commission makes changes in the wholesale 
rates to Public Service company of North Carolina, Inc .. , 
retroactively or if refunds, are received fro11 
Transcontinental Gas Pipe Line corporation as a result of 
these actions or if producers• refunds flov through to 
Transcontinental Gas Pipe Line corporation vhich are in turn 
passed on to Public service Company of North Carolina, Inc., 
all refunds and the retroactive portion of any rate change, 
if such occurs, shall be placed in a restrictive account for 
further orders of this Commission. 

8) That the attached Notice, Appendix "A", be mailed to 
all customers along vith the ne%t bill advising them oE the 
action taken herein. 

ISSUED BY ORDER 0¥ THE COftMISSION. 

This the 21st day of December, 1971. 

(SE Al) 

NORTH CAROLINA UTILITIES co~~ISSION 
Katherine"· Peele, Chief Clerk 

APP~RDIX "'-" 
NOTICE 

Upon applic~tions filed by Public Service Company of North 
Carolina, Inc., the North Carolina Utilities Commission 
approved on December 21, 1971, increased rates which have 
been collected under bond by Public Service since November 
15, 1971, in t.he amount of 2.2e per mcf .. Upon further 
application by Public Service company, the Commission has 
approveft increased rates to become effective on all gas 
consumed on and after January 1, 1972, in the amount of 
J .. 13t per mcf on firm rate schedules, and 1.38t'/mcf on 
interruptible rate schedules. These increases allow Public 
service Company of North Carolina, rnc., to recover only the 
increases in cost of gas to it from its supplier, 
Transcontinental Gas Pipe Line Corporation, which increases 
have been aporoved by the Federal Paver Commission .. 

Public Service company of North Carolina, Inc. 

DOCKET NOS. G-5, SUB 78, 79, & 81 

WELLS, COKMISSIONRR, DISSENTING. Consistent vi th my 
dissent in Docket Nos. G-5, Sub 71 and 77, vhere I dissented 
from the Commission's order of Piaf 27, 1971, which allowed 
\pplicant a considerable rate increase in a case in which 
Applicant's rate of return vas thoroughly investigated and 
dealt vith, I must dissent from the ftajority Order in this 
case allowing Applicant to pass on to its consumers 
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increases in the cost of gas to it from its pipeline 
supplier, Transcontinental Gas Pipe Line corporation. 

In the rate of return case, I pointed out in my dissent 
that~ based on its actual experience, Applicant's rate of 
return vas excessive, ana that even accepting the 
Commission's questionable weather factor adjustment 
arguendo, the rate of return allowed by the f1ajority vas too 
high. 

The Commission's investigation in this case vas carried 
out thoroughly, and the commission's Staff is to be 
commended for the development of a means and method in these 
"pass-00 11 c:1.ses whereby the commi_ssion can test the 
reasonableness of the effects of the wholesale price 
increases on the operating company'S rate of return. The 
results, however, indicate that the company's rate of return 
has continued. to improve since the last rate of return case, 
ana unfortunately the questionable weather factor adjustment 
continues to be used by the Staff and adopted by the 
commission ~aiority. 

It is my ooinion, based upon the Staff• s investigation and 
the information aeveloped thereby in this docket., that this 
company could well absorb all of these wholesale price 
increases and still be enjoying more than an adequate rate 
of return, and it is therefore my opinion that either none 
or very little of these wholesale price increases should be 
allowed to be passed on to the Al)plicant•s OJnsumers. 

Hugh A. Wells, Commissioner 

DOCKET ND.· G-1, SOB 30 

BEFORE THE' NORTH CAROLINA UTILITIES COH~ISSION 

In the ~atter of 
Application of United Cities Gas 
Company for an Adjustment in Its 
~atEs and Charges 

) ORDER ~LLOWING 
) IHCR EASES IN 
) RATES AND CHARGES 

BEA.RD IN: The commission Rearing Room, Buffin Building, 
Raleigh,. North Carolina, on September 8,. 1971, 
at 10:00 A.~. 

BEFORE: chairman R. 
commissioners 
Wooten, Miles 

T. Westcottr Presiding, 
John V. KcDevitt, Harvin 

H. Rhyne and Hugh A. Wells 

and 
R. 
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A PPEARISCES: 

For the Applicant: 

Jerry w. Amos, Esg. 
McLendon, Bria, Brooks, Pierce- & Daniels 
Attorneys and counsellors at Lav 
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P.O. Draver u, Greensboro, North Carolina 21qo2 

For the commission Staff: 

William E. Anderson, Esq. 
Assistant Commission Attorney 
North Carolina Utilities. Commission 
P.O. Box 991, Raleigh, Horth Carolina 27602 

er THE COft~ISSIOH: on January 19, 1971, United Cities Gas 
Company, hereinafter referred to as nApplicant", filed with 
the coamissi.on an Application for a rate increase, in vhich 
Applicant requested it be authorized by the Commission to 
increase its rates by approzimately ~-62 cents per ~cf, 
alleged to be an amount egual to certain increases in the 
cost of gas purchased by the Applicant from Transcontinental 
Gas Pipe Line Corpora'tion, hereinafter referred to as 
"Transco", vhich vere made effectiTe by the Federal Paver 
Co1111ission on January 1, 1970., January 1-, 1971., and on 
January 10, 1q11. 

Being of the op1.n1.on that the Application affected the 
public interest in the area in which service is proTided by 
the Applicant, the Commission by Order of January 25, 1971., 
set the matter foe investigation and hearing, declared the 
proceedinq to be a general rate case under G.S. 52-133, 
suspended the increases requested by the Applicant for a 
period of 270 days from January 20., 1971., approved the 
Undertaking under G.S. 62-135, reguired that Applicant 
publish notice of hearing attached to the Com.mission's order 
in sufficient newspapers having general circulation in its 
service area, and established as the test period to be 
utilized in this proceeding the twelve months' period ending 
Karch 31, 1971. 

Applicant filed an Amended Application on July 7, 1g11, in 
vhich Applicant requested that the Commission authorize it 
to recover approrimately $61.,345 adiitional annual reTenues 
vhich the Applicant contended is necessary to permit it to 
earn a fair rate of ret. urn. 

The Commission issued an Order in the same docket on 
July 14, 1971, suspending rates requested in Amended 
Application, declaring the matter of the Amended Application 
to be a general rate case. and re~uiring further public 
not ice. 

The matter duly came on for hearing at the time and place 
designated by prior order. 
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§!!!!MARY QI EVIDEH£.!! 

The increases requested by the Applicant in this 
proceeding amount to approximately $95,483 in total 
additional gross annual revenues. Of this amount, 
approximately !i3ll, 138, Or approximately 361 of Applicant's 
total request, would be generated from 1970 and 1971 
increases in the cost of purchased gas it contends it has 
experienced as a result of Transco, its sole supplier, 
having increased its rates to the Applicant pursuant to 
orders of the Federal Paver Commission. The balance of 
Applicant I s total rate reques~ amounts to $61,345, this 
being the amount involved ~n Applicant's general rate 
request filed in the ~mended Application. 

Through its original Application and Amended Application, 
United cities Gas company proposes the following approximate 
aveLage annual increases in its rates and charges: 

Customer 
Classi fica tiQn, 

Residential 
commercial 
Industrial Firm 
Industrial Interruptible 
Public Authority 
ftiscellaneous Revenue 

Revenue Percentage 
In£~~!!2~ -~fill_ 

$ 22,015 11. 5 
11,237 12. 1 
29,945 21.5 
31,649 15. 4 

637 3.8 

$ 95,483 13. 6 
==================== 

At the hearing, Applicant presented evidence in support of 
its rate request through testimony of the following 
witnesses. John R. ftaxbeim, President and Chief Executive 
officer, testified reqarding the impact of inflationary 
trends upon the Applicant and indicated that Applicant can 
no longer absorb the increased expenses it has experienced 
through increased sales volume and efficiency, and reduce 
rates voluntarily, as it has done in the past. He further 
testified that the gas supply situation requires 
restrictions of new sales to large volume industrial firm 
customers. He described the Applicant's operations as they 
relate to obtaining necessary natural gas requirements from 
Transco an~ stated that the Applicant has no control over 
the increases in gas costs levied by Transco. ftr. Robert J. 
Sebastian, Vice President-Treasurer of the Applicant, 
testified in connect.ion with Applicant•s exhibits relating 
to its financial data and overall operations. He identified 
Exhibits 1-10 and explained the various adjustments. 

The Appli~ant 1 s evidence 
period ended ~arch 31, 1971, 
amounted to $712,552, its 
!652,678, resulting in a net 
$59,874. 

indicates that for the test 
its gross operating revenues 
total opera ting expenses were 

opera ting income for return of 
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Applicant indicates end-of-period net investment in plant 
of S1.180,176. l\pplicant•s Exhibit 7 reflects a rate of 
return on net investment for the test period of .951. 
Applicant ad1usted its operating revenues to adjust for the 
degree days in the test period under what it contends vas 
the 39-year average in the territory served. Increases in 
fir• sales under Applicant's computation amount to $4,771 
and vi th $2,830 representing decrease in interruptible 
sales, the net result is an increase in operating revenues 
of Jl,941, for test period purposes. 

~r. Sebastian used a trended value rate base of 
t:1,825,425. His study vas made on the basis of trending 
oriqinal cost of property in Accounts 367, 376, 380, 381 and 
382 by use of the Randy-Whitman Index, vith retirements 
being applied on a FIPO basis, and estimated other accounts 
based on the trended ratio of Account 381. He then deducted 
trended depreciation on the per books reserve ratio of 
18.731 approved in Docket No. G-1, Sub 27. 

l"lr. Harry n. Sheldon, Sr., President of Private Placement· 
Financing, Inc., testified regarding his study of the 
finances an~ capital costs of the Applicant. ~r. Sheldon 
indicatecl. that inve~tors attribute a greater risk to gas 
utilities generally nov as compared with the pre-1963 
period. He testified that it is essential for United Cities 
Gas Company to sell common stock to provide capital funds at 
a minimum return in the range of 13.55~ to 15. nc. He stated 
that this range reflects, in his opinion, current cost of 
equity capital. 

The Commission staff presented evidence through the 
testimony of Kr. Allen J. Schock, Staff Accountant, 
regarding the Staff's audit of the Applicant's operations, 
and Kr. Thomas L. Dixon, Gas and water Engineering Division, 
in connection vi t.h the Engineering Staff's recom=endation 
regarding tlle weather adjustment to Applicant•s revenues 
because of the staff's findings that the weather for the 
test period in this proceeding vas abnormally varm. 

ThP. Staff's evidence indicates that for the test period 
Applicant.' s North Carolina operating revenues amounted to 
$657,146, operating expenses !619,126, vith annualized 
(2.831:) net operating income for return $39,096. The 
Staff's audit reflects net investment in gas utility plant 
of Applicant, plus allowance for working capital amounting 
to $1,100,820, resulting in a rate of return o.f 3.55'1 on 
Applicant's intrastate net investment. The commission 
Staff's audit reflects adjustments in operating revenues, 
expenses, wage and salary e:rpenses, rate case expenses, 

, purchased gas costs and certain other miscellaneous 
expenses. The orincipal adjustments made by the Staff vere 
(1) the veatber adjustment to Applicant's revenues, by which 
Applicant• s test period operating revenues vere increased by 
$3,882, {2) a reduction in operating expenses for cost of 
gas associate~ vith non-recurring sales to Public Service 
Company of North Carolina, Inc., and (3J a reduction in 
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plant investment to eliminate 
Peak Shaving Plant common 
car olina operations. 

part of the value 
to North Carolina 

of a new 
and south 

Giving effect to all the increases proposed in this 
proceeding. afl\ountinq to $95,483,. the staff's audit ['eflects 
projected operating revenues of $752,629, projected 
operating exnenses of !667,536, and proiected net operating 
income for return of $87,501. Applying the projected effect 
of these increases to A·pplicant•s net investment., plus 
working capital, of $1,09q,460, the Staff computed a rate of 
return of 1.g9~. 

Based upon the entire record of this proceeding, the 
Commission m~kes the following 

FINDINGS OF FACT 

( 1) Unite:! Cities Gas Company is a duly franchised public 
ut.ility providing natural qas service to its cust.omers in 
its North Carolina service area, vhich is primarily 
Hendersonville, North Carolina. Applicant's rates and 
ser~ices ace regulated by this commission under the 
provisions of Chapter 62 of the North Carolina General 
Sta tut.es. 

(2) The increases requested by the Applicant would amount. 
to a total of approximately S95,4B3 in addit.ional annual 
gross revenues. Of this amount $34,138 of the requested 
increases result from increases in cost of purchased gas to 
the Applicant from its sole supplier, Transco. The balance 
of the increases requested, 161,345, results from 
Applicant's general rate request. 

(3) The test period utilized in this proceeding vas the 
twelve months' period ending l'1arcb 31, 1971. 

(4) Under its present rates, Applicant realized for the 
t.est period operations approximately $657,146 in gross 
operating revenues. Applicant's reasonable operating 
expenses for that period amounted to $619,126. 

(5) The Commission finds that the fair value of the 
Applicant's properties used and useful in rendering the 
natural gas service it affords to its North Carolina 
customers, considering original cost less depreciation, ana 
replacement cost by trending original cost to current cost 
levels, is no less than !1, 120,000. 

(6) Applicant's net operating income for return at the 
end of the test period after applying a customer annuali~ing 
factor of 2.831 is $39,096, resulting in a rate of return on 
net investment prior to consideration of the increases 
reguested herein of 3. 551, vhich the Commission finds is 
insu£f:tcie~t for a fair rate of return. 
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(7) The rate of return deemed necessary on the fair value 
of its properties, vith sound management, to produce a fair 
profit for its stockholders, considering economic conditions 
as they exist, and permitting ~pplicant to maintain its 
facilities and service and to compete in the market for 
capital funds, thereby fulfilling its obligations to its 
customers, is 7.811, vhich said rate of return on fair value 
vill affoc-d the Applicant an opportunity to realize 
addH:ional annual gross revenues of approximately $95,483 .. 
The commission finds this amount of dollar return to the 
Applicant to be sufficient for it to compete in the market 
for capital funds on a reasonable basis. 

(8) The additional revenues provided by the increases 
approved in this Order will produce projected annual gross 
revenues of approximately $752,629, and when related to 
projected operating expenses of approximately $667,536, 
produces approximately $87,501 in net operating income for 
return, including consideration of the customer annualizing 
factor. 

(q) The additional revenues provided 
herein will result in a return on common 
Applicant of approximately 12.011. 

by the increases 
equity to the 

(10) After consideration of the increases allowed by this 
Order, Applicant's net investment in utility plant of 
approximately $1,094,460, when related to its projected net 
operating income for return of $87,501 after consideration 
of the customer annualizing factor, produces a return on net 
investment to the Applicant of approximately 7.991:. 

(11) The increases 
approximately $95,483 
increases grail.tea 
reasonable. 

alloved by this Order 
in additional 
herein are 

annual revenues. 
found to be just 

total 
The 
and 

(12) The record in this case indicates that the weather 
for the test period ending Karch 31, 1971, was somewhat 
warmer than normal. The commission finds that an adjustment 
should be ma~e to reflect normal. weather conditions, thereby 
making the test period moi:e representative. The adjustment 
to reflect normalized weather has been computed by the 
Applicant and the Commission Staff, as bereinabove 
described. The alljustment by the commission Staff to 
Applicant• s revenues heca use of abnormal vea ther conditions 
is just and reasonable and is adopted by the commission in 
this order. 

Based on the foregoing Findings of Fact, the commission 
11:akes the followinq 

CONCLUSIONS 

Tbe Commission concludes that the rate of return on the 
fair value of A.pplicant•s properties of $1,120,000 vill. 
afford the Applicant an opportunity to earn approximatel.y 
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$95,483 in total additional annual revenues. Of this 
amount, $34,138 results from authorizing the Applicant in 
this order to increase its rates commensurate vith the 1970-
1971 increases in cost of purchased gas from its supp lier, 
Transco. This order allows Applicant to increase its rates 
by vay of a qeneral rate request by appro~imately $51,345 
vhich said amount is approximately 64.251 of the general 
rate increases requested by the Applicant without 
consideration of the purchased gas costs increases 
requested. 

The Commission concludes that additional annual gross 
revenues of $95,483 are necessarv to provide a fair return 
to the Applicant on the fair value of its property. The 
rates approved by this Order as to ~lassifications of the 
Applicant's customers are reflected in Appendix A attached 
hereto. 

Upon consideration of the evidence submitted in this case 
and t.he regulations issued by the Price Commission on 
November 13, 1971, ~300.016, Federal · Register, Vol. 36, 
No. 220, p. 21793, the commission finds and concludes that 
the tariff schedules herein involved should be allowed to 
become effective subject to the notice regulations of the 
Price commission as hereinabove mentioned. 

IT IS, THEREPORE, ORDERED AS FOLLOWS: 

(1) That the Application in this docket be, and the same 
hereby is, approved insofar as it is consistent with the 
provisions of this Oeder. 

(2) That \pplicant be, and the same hereby is, authori-z:ed 
to file and make effective on all sales made on and after 
December 15, 1971, its tariffs containing rates and charges 
in accordance with the rates and charges reflected in 
Appendix A attached hereto and incorporated herein. 

(3) That in the event that the Federal Power commission 
disallows any portion of the increased costs of purchased 
gas authorizea by this Commission, Applicant shall 
immediately file rf!vised tariffs to reduce its rates 
accordingly, and the Applicant shall promptly cefund any 
amounts not finally approved by the Federal Power 
commission. ~pplicant. is required to file a written 
verified t:eport regacding the manner in which any such 
reductions affect the various classifications of Applicant's 
customers. 

ISSUED BY ORDER OF THE COftMISSION. 

Tllis the 3rd day of December, 1971. 

(SE AL) 

NOPTH CAROI.INA UTILITIES COMMISSION 
Katherine~. Peele, Chief Clerk 
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APPENDIX A 
UNITED CI"rTES GAS COl'1PANY 
HENDE~SONVItLE, NOP'l'H CAROLINA 
N.c.u.c. GAS TARTFF 

GI\S SERVICE: RESIDENTIAL NON-HEATING 
SCHEDULE 1Q2. 
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This rate schedule is applicable to the area served with 
natural gas by the Company in the State of North Carolina. 

ill! la bi 1 i !:.Y 

Service under this schedule is for all gas served through 
one meter for any purpose. 

First 
Next 
All over 

3 therms, or less 
97 therms 

1 DO therms 

$2. 00 
0.175 
o. 1 5 

fi!!J,,mum l'tonthly Bil! $2.00 per meter per month. 

W~£ure!!.L£!!.i!m.Q 

per therm 
per therm 

A.ccount.s not paid in full vithin 10 days from date of bill 
will be subject to additional charge of si. 

sp~sj~I..g£.m§ and_Conditions 
I 

1. Gas sold under this schedule is subject to the 
General Rules and Begulations of the Company as 
aPProved hy the North Carolina Utilities commission. 

2. All gas served vill be natural gas or its equivalent, 
of not less than 1,000 British Thermal Units per 
cuhic foot. 

3. The word nthermn as used herein shall mean 100 cubic 
feet of gas. 

Gas furnished 
or sub mete red 
Company. 

under this schedule may not be resold 
vitbout vritten permission of the 

GENEPAL G~S SEFVICE 
S CHED!!I&_11Q 

This rate schedule is applicable to the area served vith 
natural gas by the company in the State of North carolina. 
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Availabi.l,.l,!.I 

service under this schedule is for all gas served through 
one meter for space heating and any other purpose. 

First 
Next 
Next 
All over 

20 therms 
180 therms 
200 therms 
!JOO therms 

o. 25 per therm 
0.1s per therm 
0. 13 per therm. 
0.115 per therm 

~]!~L!!L condi1i.oni ng 

When gas is used for the operation of gas air conditioning 
equipment, all gas used in excess of 50 therms on meter 
readings taken on or after Ray 15 and before October 15 
vill be billed at S0.07 per therm. 

!U.fil:.l!!!JLHonth.!L~ill $3.00 per meter per month. 

Accounts not paid in full within 10 days from date of bill 
vill be subject to additional charge of 51 • 

.§.~~ Terms_and_condi tj_ons 

1. Gas sold under this schedole is subject to the 
General Roles and Regulations of the Company as 
a Pl?roved by the Horth Carolin a Utilities commission. 

2. All gas served will be natural gas or_ its 
of not less than 1,000 British Thermal 
cubiC foot. 

equivalent, 
Units per 

3. The vord 11 therm" as used herein shall 11ean 100 cubic 
feet of gas. 

4. Gas furnished 
or submetered 
company. 

under this schedule may not be resold 
without written permission of the 

INDUSTRIAL FIRR GAS SERVICE 
SCHBDUI.E 730 

l\vailability 

1. For all gas, capable of being served through one 
meter, to any institutional or commercial or 
industrial customer for any purpose, at the option of 

'the Company to the extent gas is available. Hot 
available to residences or housing projects. 

2. This schedule is available vithin the company•s 
service area to any building owned and used by a City 
or county Government for heating and other general 
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purposes on the "Base Use" Schedule, excluding all 
"Excess Use" provisions. 

l'lonthly Rate 

"Base Use" Gas ;rnd_Ul Gas [~l!ll.W!L!l.il_:l!h[!?!l.ll~!.!!l!l!!l.I 
Net 

First 400 Therms, or less per month $50. 00 
Next 1,100 Therms per 11.onth .1 05 per therm 
Next 2,000 Therms per month • 0 90 per therm 
All over 3,500 Therms per month • 080 per therm 

"Excess_Ose 11 Gas 

~11 "Excess Use" Gas per month .115 per therm 

Delay~Ell!fil!~_cbarge 

Accounts not paid in full vithin 10 days from date of 
bill will be subject to an additional charge of 5,C. 

"Base Use" G!!.§'. 

"Base Use" Gas shall be the greater• of 500 Therms or 110,C 
of the average monthly consumption in Therms from billings 
for the months of ~ay through September. For anr customer 
vho does not have a record of service of one full billing 
month prior to the first October billing month he is 
served at .this schedule. Company vill esti■ate Base Use 
gas according to such customer•s equipment and schedule of 
opera ti on s. 

"E%cess Use" Gas 

"Excess use" 
during October 
Use" Gas .. 

Gas shall be the Therms used in any month 
throllgh April 11bich is in e%cess of "Base 

,. service under 
con tract for a 
subject to the 

this schedule is available only under 
term of not. less than one year, 

conditions out.lined in the contract. 

2.. Gas furnished under this schedule r.iay not be resold 
by t.be customer. 

3. The vord "therm" as used herein shall mean 100 cubic 
feet of gas. 

4. Gas sold under this rate schedule is subject to the 
General Rules and Regulations of the Company approved 
by the North Carolina Utilities commission. 
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Av a i la b.!!!1.I 

GAS 

INDUSTRIAL INTERRUPTIBLE GAS SERVICE 
~JlDULE 12.!! 

For any customer: (1) capable of being served through one 
meter: and (2) vhose premises are located adjacent to 
Company's distribution mains having adequate capacity to 
supply customer's prospective requirements in addition to 
the requirements of other customers already receiving 
service from distribution mains; and (3) vho is willing to 
take service on a fully interruptible basis; and (4) who 
vill maintain adequate standby facilities: and (5) vhose 
gas input requirements of equipment: is in excess of 30 
therms per hour. 

ltl~ 
First 
Wext 
All over 

5,000 
20,000 
25,000 

therms per month 
therms per month 
therms per month 

l!Yayed' ~~Yl!!~!lL£harge 

lii:010 
0.055 
0.050 

per 
per 
per 

therm 
therm 
therm 

Accounts not paid in foll within 10 days from dat.e of biil 
vill be subject to an additional charge of 51. 

f'liniao.m_]i!! 

The minimum 
month f'or the 
$10 net per 
inclusive. 

bill under this rate shall be $100 net per 
months of April to Octobe~ inclusive; and 

month for the months of November to !arch 

[!?ecial Terms'and_CgndiUgns 

1. service under this schedule is available only under 
written contracts for a term of not less than one 
year, subject to the terms and conditions outlined in 
the con tract.. 

2. Gas furnished under t.his schedule may not be resold 
by the customer. 

3. The vord "therm." as used herein shall mean 100 cubic 
feet of gas. 

q~ Gas sold under this rate schedule is subject to the 
General Bules and' Regulations of the company and 
approved by the North Carolina Utilities commission. 

GENERAL GAS SERVICE - PUBLIC HOUSING AUTHORITY 
SCHEDULE 11.!! 

!Jltljcabilill 

This rate pchednle is applicable to the area served vith 
natural gas by the Company in the State of North Carolina. 
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Ava ila!!.i.!l-!Y 

For all gas served through one meter to tvo or more 
residential housing units and to AdministratiYe buildings 
all of which are under the authority of the Hendersonville 
Housing Authority. 

1@1~ 
All therms per month 

___ Net 

SD.1245 per therm 

~ i mu m ~!!.th.1L!t!1! 

$3.00 per month for each residential unit and each 
Administrative Building attached. 

Delayed fll!g.n!._£hs~ 

Accounts not paid 
date of bill vill be s,. 

in full within thirty (JOJ days from 
subject to an additional charge of 

fil!.ecia 1 Terms_a nd_Condi tions 

1. Gas sold under this schedule is subject to the 
General Rules and Regulations of the company as 
approved by the North carol in a Utilities Commission. 

2. All gas served will be natural gas or its 
of not less than 1,000 Rritish Thermal 
cubic foot. 

equiv a lent, 
Units per 

3. Gas furnished under this schedule may not be resold 
by the customer .. 

4. The vord "therm" as used herein shall mean 100 cubic 
feet of gas. 

5. Gas shall be delivered to each housing project 
location through a master meter.. The housing 
authority shall provide the installations, if any, 
for the distribution of gas from the outlet of master 
meter to the various points of usage. 

DOCKET NO,. G-1, SUB 30 

BEFORE THE NORTH CAROLINA UTILITIES CONNISSION 

In t.he r!a t ter of 
Application of United Cities 
Gas Company for an Adjustment 
of its Rates and Charges 

ORDER CHANGING THE 
EFFECTIVE DATE OP THE 
TARIFFS lPPROVED 
DECE3BER 3, 1971 

BY THE COP!!HSSION: on December 13, 1971, United cities 
Gas Company (United Cities) applied for authority to change 
the effective date of Rate Schedules 705, 710, 730, 750, and 
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770 from all gas sold on and after December 1, 1971, as 
authorized by this Commission in its order of December 3, 
1971, to all bills rendered on and after December 15, 1971. 

In order to comply vith the commission's order, United 
Cities vould have to prorate all bills for service rendered. 
Onited Cities cannot prorate its bills because the nev rate 
schedules and the old rate schedules do not in all instances 
apply to the same classification of customers. Purther11ore, 
the nev rate schedules contain different step rates fro ■ 
those shown on the old rate schedules. 

United Cities by the change in the effective date would 
receive revenues which would approximate those revenues 
allowed under the Coa:mission•s Order. 

The commi.5sion 
United Cities to 
des er ibed should be 

is of the 
change the 
allowed. 

opinion that the request by 
effective date as herein 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

That the rate schedules attached to the Application to 
Amend Order dated December 13., 1971, affecting Rate 

:~;:~:f:: d:~;' of 7 ~~~em~!~' 1~~0, 19;~~ ~~ O, an;hi_~~~ ha ~:r!:; 
authorized. 

T SSUED BY ORDEP OF THE COMMISSION. 

This the 22nd day of December, 1971. 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine M. Peele, chief clerk 

(SE H) 

DOCKET NO. G-3, SOB 43 

BEFORE THE •oRTH CAROLINA UTILITIES COMMISSION 

In the Hatter of 
~pplication of Pennsylvania & southern Gas 
company (North Carolina Gas Service Divi­
sion) For Authority To Issue and Sell 
$1,200,000 Principal Amount of First ftort­
gage Bonds 

ORDER GRANTING 
AUTHORITY TO 
ISSUE AND 
SELL 
SECURITIES 

THIS CAUSE COl!ING BEFORE THE COMt'IISSION upon an 
Application of Pennsylvania & southern Gas company (North 
Carolina Gas service Division) for authority to issue and 
sell $1.,200,000 principal amount of 8% First ftortgage Bonds, 
vhich Application vas_ filed under date of Plarch 12, 1971", 
through its counsel, !'!cJ.endon, Brim, Brooks, Pierce & 
Daniels, Greensboro, North Carolina. 
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FINDINGS OF F~CT 

PETITIONER is incorporated under the lavs of the State of 
Delaware and is duly domesticated under the laws of the 
State of North Carolina. 

This Commission has previously granted the Petitioner a 
Certificate of Public Convenience and Necessity authorizing 
it to acquire certain gas franchi~s and properties in the 
State of North Carolina: Petitioner nov holds franchises and 
is furnishing natural gas in Rockingham county and Beaver 
Island Township in stokes County, North Carolina. 

In order to meet the increasing demands for gas and to 
facilitate, improve, and extend its services, the Petitioner 
spent t3,324,1ti3 ($1,565,540 for North Carolina Service 
Division in North Carolina) during the period April 1, 1966 
(the date of Petitioner's last permanent financing) through 
December 31, 1970, ilTid proposes to spend, in carrying out 
its program of construction and extension of services, 
approximately 't438,000 ($147,700 for North Carolina Service 
Division in North Carolina) during the year 1971. 

subject to the approval of this Commission, Petitioner nov 
proposes to issue $1,200,000 aggregate principal amount of 
8% First Mortgage Bonds due April 1, 1996, and to sell said 
bonds to l'lodern woodmen of American and Royal Neighbors of 
America at a price of 1001 of the principal amount thereof 
plus accrued inter-est (if any) thereon from the date of said 
bonds to the date of delivery. 

The expenses 
the issuance and 
$18,000. 

estimated to be incurred in connection with 
sale of said bonds are approximately 

Tbe issue and sale of said bonds 
Bond Purchase Agreement and Eighth 
has been authorized by resolutions 
Directors. 

and the execution of the 
Supplemental Indenture 

of Petitioner• s Board of 

CONCLUSIONS 

From a revieJi and study of the Application, its supporting 
data, and other information on file vitb the com11ission, the 
commission is of the opinion and so finds that the issuance 
and sale of the securities herein proposed under the terms 
and conditions set forth is: 

( •J 

(bJ 

(c) 

for il lawful ob1ect within the corporate purposes of 
Petitioner; · 

compatible with the public interest: 

necessary and appropriate for and consistent vith the 
proper performance of Petitioner of its service to 
the public and vill not impair its ability to perform 
that service: and 
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(d) reasonably necessary and appropriate for such 
purposes .. 

THEREFORE: 

IT IS ORDERED that Pennsylvania & Southern Gas Company be 
and it hereby is authorized, empowered, and permitted under 
the terms and conditions set forth in the Application and 
its supporting clata: 

(1) to execute and deliver to f'lodern woodmen of American 
and Royal Neighbors of America a Bond Purchase 
AgC'eement in substantially the form attached to the 
Petition; 

(2) to execute and deliver an Eighth supplemental 
Indenture in substantially the form attached to the 
Petition; 

(3) to issue and sell $1,200,000 principal amount of 
First !'!ortgage Bonds due April 1, 1996, to !!odern 
Woodmen of American and Royal Neighbors of America at 
a price of 1ooi of the principal amount thereof plus 
accrued interest, if any, thereon from the date of 
the Nev Bonds to the date of delivery. 

TT IS PURTRER ORDERED, That the proceeds to he derived 
from the sale of said bonds shall be devoted to the purposes 
as set forth irt the Application. 

IT IS FURTHER Ol?DERRD, That the Petitioner supply the 
Commission Yith a copy of the Bond Purchase Agreement and a 
copy of the Eight.h SUFplemental Indenture as soon as such 
documents, are available. in final form. 

IT IS FURTHER ORDERED, That the Petitioner shall file with 
this commission in the future a notice of negotiations of 
short-term notes setting forth the principal amount thereof, 
rate of interest, and maturity date. 

IT IS FURTHER ORDERED, That the Petitioner, within a 
period of thirty (30) days following the completion of the 
transactions authorized herein, shall file vith this 
Commission in duplicate a revised report of actions taken 
and transactions consummated pursuant to the authority 
herein granted. 

ISSUED BY ORDER OF THIS CO~ftISSIOH. 

This the 30th day of !'!'arch. 1971. 

(SEAL) 

NORTH CAROLINA UTILITIES CO!'!'ftISSION 
Katherine ft. Peele, Chief Clerk 
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DOCKET NO. B-15, SUB 166 
DOCKET NO. B-69, SUB 109 

BEFORE TH~ NORTH ClROLIN, UTILITIES COMMISSION 

In the ~atter of 
) 
) 
) 
) 
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Carolina coach company - Application for 
authoritv to operate from Greensboro over 
Interstate Highway 40 to junction North 
Carolina Secondary Road 1850 near Colfax and. 
return over the same route serving no 
int.er:mediate points 

) RECO~UNDED 
) ORDER 

Queen City Coach company - Application for 
authority to operate from Rinston-Salem over 
Interstate Highway 40 to its junction vith 
North Carolina Secondary Road 1850 near 
Colfax and return over the same route 
serving no intermediate points 

) 
) 
) 

1 
) 
) 
) 

HEARD IN: The Commission's Hearing Room, Raleigh, North 
Carolina on September 16, 1971, at 10:00 a.m .. 

BEFORE: E .. A. Hughes, Jr., Examiner 

APPEAR.B.NCES: 

For the .\pplicants: 

Thomas w. Steed, Jr. 
Allen, Steed and Pollen 
Attorneys at Law 
P. o .. Box 2058, Raleigh., North Carolina 
Appearing for Carolina Coach Company 

R .. C". Howison, Jr. 
Joyner and Howison 
Attorneys at Lav 
Rachovia Bank Building 
Raleigh, North Carolina 
Appearing for Oneen City coach company 

For the Protestants: 

J. Puffin Bailey 
Bailey, Dixon, Wooten and !!cDonald 
Attorneys at La-v 
P. o. Box 2246, Raleigh, North Carolina 
Appearing for Greyhound Lines, Inc. 

HUGHES, EXAMINER: By application filed with the 
commission on July 26, 1971, Carolina Coach company, 1201 
South Blount street, Raleigh, North Carolina (Carolina), 
seeks mot.or passenger common carrier authority to engage in 
the transportation of passengers, their baggage, mail and 
light express in the same vehicle with passengers, from 
Greensboro over Interstate Highway 40 to junction N,. c. 
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secondary Road 1850 near Colfax, and return over the same 
route serving no intermediate points. 

By application filed vith the Commission oil July 26, 1971, 
Queen City Coach company, 417 west Fifth street, Charlotte, 
Horth Carolina (Queen), seeks motor passenger co■ mon carrier 
authority to transport passengers', their baggage, mail and 
light express in the same vehicle vith passengers, from 
Winston-Salem over Interstate Highway 40 to its junction 
vitb N. c. Secondary Foad 1850 near Colfax and return over 
the same route serving no intermediate points. 

Both of the above described applications vere set for 
hearing in the commission's Hearing Room, on September 16, 
1971, at 10:00 a.m., and notice thereof given by mail to the 
A.pplicants and to other motor carriers holding certificates 
or permits to operate in the territories proposed to be 
served by the applications. !n addition, notices of the 
time and place of hearing, together with brief descriptions 
of the purpose oE said hearing were publishe1 for tvo (2l 
successive veeks in newspapers of general circulation in the 
territories proposed. to be served. Affidavits of newspaper 
pol:lication have been filed with the commission. 

Within apt time, protest to both applications vas filed by 
Greyhound Lines, Inc., 1QOO west 3rd Street, Cleveland, Ohio 
(Greyhound). The applications are othervise unopposed. 

At the call of the case, all parties were present and 
represented by counsel. Without objection, the two (2) 
ap~lica tions were consolidated for hearing. 

The evidence for Carolina and Queen, hereinafter referred 
to as Ap~licants, tends to shov that AppliCants presently 
provide through service between Winston-Salem and Greensboro 
by combining Carolina •s existing franchise between 
Greensboro and High Point over N. c. Secondary Foad 1541 to 
the 1unction of N. c. Highway 68 and thence over N. c. 
Highvay 68 to High Point and Queen's franchise betveen High 
Point and ~inston-salem over u. s. Highway 311; that said 
through bus operations are conducted unaer an equipment 
interchange agreement and that said through service is part 
of an overall Service which extends beyond Winston-Salem and 
Greensboro; that Applicants presently operate twelve (12) 
daily round trips betveen Greensboro and Winston-Salem under 
the interchange agreement; that Applicants' operation 
between Winston-Salem and Greensboro is a part of their 
through bus service which extends from Asheville, ~urphy and 
points in Tennessee on the vest to Winston-Salem, thence to 
Greensboro and extending east to Raleigh and Norfolk: that 
through service is · also offered by Applicants between 
Winston-Salem and Beaufort, Wilmington and Jacksonville, 
North Carolina; that when Interstate qo is fully completed, 
Applicants will be able to operate between Faleigh and 
western North Carolina on into Tennessee over said 
Interstate Highway except for that port.ion of I-40 between 
Greensboro and Winston-Salem; that the purpose of these 

I 
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applications is to enable Applicants to joint-ly use I-40 
between Greensboro and Kinston-Salem, along with the 
remainder of said highway; that the present combined service 
of Carolina and Queen between Greensboro and Winston-Salem 
is also utili2ed for the operation of through service 
between Norfolk and nemphis, Norfolk and Knoxville, 
Philadelphia and aemphis, Raleigh and Asheville and Raleigh 
and l'lemphis; that a traffic survey of passengers transported 
by Applicants between Greensboro and Winston-Salem for a 
test period February 1-0 through l'larch 9, 1971 - and 
annuali~ed to show the projected or estimated volume of 
traffic that travels between Greensboro and Winston-Salem in 
a year, shows that Applicants transport some 13,000 
intrastate passengers whose entire ride is between 
Greensboro and Winston-Salem, plus some 44,000 other 
intrastate passengers. for· a total of some 57,000 intrastate 
passengers and a total of some 68.000 including inte.rstate 
passengers; that all of the passengers shown in the survey 
were involvea in the Applicants established operation over 
which through service is offered between Winston-Salem and 
Greensboro; that the highways over which Applicants' buses 
operate between Winston-Salem and Greensboro via High Point 
are presently two (2) lane highways with a great nlllllber of 
curves and no control of access, with entrances and exits 
all alonq the entire distance; that the distance between 
Winston-Salem and Greensboro, from bus station to bus 
station. over the present joint route is 33.9 miles. 
whereas, tbe proposed joint route over I-40 is 29.2 miles. 
which would result in a savings of 4. 7 miles if the 
authority sought is granted; that use of the proposed' route 
vonld provide a much smoother and more comfortable trip for 
passengers and would also be time saving in that the 
operation over the proposed route would require 
approximatelv 15 minutes less than the present operation via 
existing service routes. and that although the junction of 
I-40 and N. c. secondary Road 1850 is shown aS a terminus in 
each application. no service by either carrier is 
contemplated to this point and that for all practical 
purposes, ~pplicants are seeking a joint or combined 
alternate route to provide through service between Winston­
Salem and Greensboro over Interstate 40 for operating 
convenience only with no service to intermediate points. 

The evidence ~urther tends to show that if the 
applications are granted eight (8) of the existing through 
schedules will be operated by ~pplicants over 1-40 betveen 
Winston-Salem and GreensbOro and four (4) of said schedules 
vill continue to operate between these termini over the 
existing regular set:"vice routes via High Point. 

The evidence for Protestant Greyhound. tends td'-shov that 
Protestant holds authority from Winston-Salem to 
Kernersville over N. c. Highway 150 and u. s .. Highway lJ21; 
thence to Greensboro over U. s. Highway 421 via Colfax. 
Friendship a-nd Guilford College, serving all intermediate 
points and that in addition. Protestant operates over a 
portion of another highway leading from Winston-Salem 
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towards Kernersville and over 'Interstate Highway 40 from 
Winston-Salem to Kernersville, serving all intermediate 
points and; thence over Interstate LJO to Greensboro as an 
alternate route sei:ving no intermediate points on that 
portion of I-40; that by virtue of its shorter routes, 
Greyhound oresently has the competitive advantage for 
traffic ~oving between Winston-Salem and Greensboro in that 
Applicants' running time between the two (2} points at 
present is fifty-five (55) minutes on the fastest trip, 
vbereas, operations by Applicants over the routes applied 
for would re~uce the time to 40 minutes, which vould be 
directly competitive with Greyhound's fastest time; that 
_vith the number of trips that Greyhound presently operates 
between Winston-Salem and Greensboro on vhicb they are 
required to render service to the intermediate points of 
Guthrie, Kernersville, Sedge Garden·, Colfax and Guilford 
College, means that Greyhound vould not be in a position to 
render as much non-stop service as Applicants and therefore, 
would lose passengers who would be attract-ea to Applicants 
buses because of the shorter running time; that Protestant 
presently operates vi th some vacant seats between the 
involved points and that the loss of additional passengers 
might resrilt in Protestants inability to continue to render 
the same number of schedules and that if the authority 
sought is granted, Greyhound will be unable to compete with 
Applicants over' I-40 because of the local service that it 
must render to intermediate points. 

Briefs were filed. 

Upon consideration of the applications, the evidence 
adduced• in this proceeding, all of the exhibits and the 
briefs filed, the Bearing Examiner makes the following 

FINDINGS OF FACT 

C1) That Applicant, Carolina Coach Company, is the holder 
of Passenger common Carrier certificate No. B-15, heretofore 
issued to it by this Commission, under vhich it holds 
authority to furnish regular route passenger service between 
Greensboro and High Point over N. c. Secondary Road 1541 to 
the junction of n. c. Highway 68. and thence over N. c. 
Highway 68 to High Point. 

(2) That ~pplicant, Queen City Coach company, is the 
holder of Passenger common carrier Certificate Ho. B-69, 
heretofore issued to it by this Commission, under which it 
holds a.uthoJ:'ity to furnish regular r:>ute passenger service 
bet.ween iinston-Salem and High Point over u. s. Highway 311. 

(3) That Protestant, Greyhound tines, Inc., is the h·otder 
of Passenger Common carrier certificate No. B-7, heretofore 
issued to it by this Commission, under vhich it holds 
authority to furnish regular route through passenger service 
between Winston-Salem and Greensboro over old U. S. Highway 
421. R. c. Highway 150, lJ. S. Bighvay 421, Interstate 40 
and/or comb inat:iions of said highva ys, serving a 11 
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intermediate points ezcept on that portion of 
Kernersville and Greensboro which is served 
route for operating convenience only with 
intermediate points, 

263 

t-40 betveen 
as an alternate 
no service to 

(4) That by virtue of an equipment interchange agreement, 
Carolina Coach company and Queen City coach Company furnish 
through service between Winston-Salem and Greensboro via the 
routes enumerated in Findings of Fact (1) ana (2), 

(5) That the through service which ~pplicants jointly 
~rovide between Rinston-Salem and Greensboro is in 
connection with a generally east-vest service between points 
east of ~reenshoro and points west of Rinston-Salem, vhile 
the Greyhound service betveen Rinston-Salem and Greensboro 
is in connection with its generally north-south service 
between points north of Greensboro and points south of 
Vi nston-Salem, 

(6) That because of the nature of the operations of 
Applicants and Protestant extending beyond Greensboro and 
Winston-Salem, one being an east-west operation and the 
other a noLth-south operation, the only passengers who might 
possibly he diverted from Protestant's to Applicants• buses 
would he generally those whose entire ride is between 
Greensboro and Winston-Salem, 

(1) That A.pplicants do not propose to "serve a route" 
within the meaning of the term as used in G. S.. 62-262 (f), 
but will merely traverse Interstate Highway -40 for operating 
convenience only and as an alternate route in connection 
with their existing authorized "through bus" operation 
between Winston-Salem and Greensboro, 

(A) That Applicants• proposed joint operation over I-40 
will not be in addition to existing authorized service 
between Greensboro and Winston-Salem because the same 
service between these termini is presently being provided by 
kpplicants over the longer route and that the reduction in 
time and the increased comfort, security and convenience to 
through passengers which will follow from the use of the 
short.er, safer r-40 will be in the public interest, 

(9) That Applicants will continue to provide reas~nable 
and adequate service on their existing regular service 
routes between Winston-Salem and High Point and between High 
Point and Greensboro and on their combined operation over 
said routes between Winston-Salem and Greensboro via High 
Point., 

{10) That the joint "through bus" operation over 
Interstate Highv~y 40 between Winston-Salem and Greensboro 
proposed by \pplicants will afford a safer, more convenient, 
more efficient and more economical operation without 
materially changing the competitive situation between 
kpplicants and Protestant, 
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(11} That oublic convenience and necessity require the 
service propoSed by Carolina Coach Company in Docket No. 
B-15, sub 166 and by Q.ueen city coach company in Docket No. 
B-6q, Sub 10g, subject to the condition that the authority 
granted herein shall be restricted to the sole purpose of 
providing through bus service between Greensboro and 
Winston-Salem over I-40 as a joint or combined alternate 
route, for ooerating convenience only, vith no service to 
intermediate points an·a that service authorized at the 
junction of Interstate Highway 40 and Worth Carolina 
Secondary Road 1850 be for interchange purposes only, 

(12) That Applicants, Carolina Coach Company and Queen 
City coach company, are fit,. willing and able to properly 
perform the proposed service on a continuing basis, and 

· (13) That A.-pplicants, Carolina coach company and Queen 
city coach company, are solvent and financially able to 
render the proposed service. 

CONCtaS IONS 

Applicants are maj_or common carriers of passengers. They 
are both members of the National Trailvays system and by 
means of coordinated time schedules and equipment 
interchange agreements between themselves and vith other 
Trailvay carriers, they provide through service without 
change of bus between a large number of points throughout 
the State and Nation. As here pertinent, they conduct such 
operations between Greensboro and .Winston-Salem as 
intermerliate points on their regular routes, leading towards 
and extending beyond Greensboro and Winston-Salem. 

Protestant is a major nationwide common carrier of 
passengers and provides through service without change of 
bas betveen numerous points throughout the State and Nation 
over its ovn authorized routes. Greensboro and Winston­
Salem are int~rmed ia t.e points on Protest.ant •s regular routes 
leading towards and e~tending beyond Greensboro and Vinston­
Salem. Because of its unrestricted local franchise between 
Greensboro and Winston-Salem, Protestant is authorized and 
required to furnish local service to intermediate points on 
most of its authorized routes betveen these termini. 

Baa the ~pplicants• authorized service routes betveen 
Winston-Salem and Greensboro via High Point, under which the 
joint operation is conducted, been held exclusively by 
either Applicant, this application would not have been 
necessary. The holder of the franchise could have simply 
filed a notice of deviation under this commission's Rule R2-
71, under which rule the matter vould have been considered. 
Authority to deviate from a regular service route under Rule 
R2-71 does not require a shoving of public convenience and 
necessity. Under the circumstances however, since the 
Deviation Rule "R2-71 does not contain a provision for tvo 
carriers with connecting franchises to qualify under said 
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rule. these applications for certificated authority vere 
filed. 

Applicants have shown that•they presently operate through 
serTice between the termini involved OYer a practicable and 
feasible route under appropriate authority fro■ this 
commission; that ~pplicants jointly are an effective 
competitor of Protest.ant by reason of handling a- substantial 
amount of traffic between these termini, and that the 
competitive situation will not be materially changed to the 
detriment of Protestant or in a manner which a ■ounts to a 
nev service. rrnder the circu ■ stances, the Hearing Examiner 
concludes that the granting of the applications herein vill 
have little or no adverse 8.ffect on the overall operations 
of Protestant, and that the advantages and benefits to the 
using public will far outweigh any minor disadvantages which 
might be envisioned by Protestant. 

Vith regard to contention of Protestant that G •. s. 62-
262 (f) prohibits the Commission from granting a certificate 
for the transportation of passengers to an applicant 
proposing to serve a route already served, the Supreme court 
of North Carolina in the State of North Carolina ex rel 
Utifilies ~.Q!!miss!_Q!L.!s.._Qy~~D CitY ~~Slml!AJ!:I, 233 N. c. 
119 among other things, had this to say: 

"The mere fact that the tvo carriers vill use the 
same highny for a short distance does not require the 
denial of the application i!!,_!;g!Q• A traversing of the 
same highways for certain distances by competing carriers 
may readily become necessary in the public interest and in 
such an instance, more than one certificate may be 
granted, subject to such restrictions- as will protect the 
authorized carrier in respect of that part of the highway 
to be traversed by both." 

It is the conclusion of the Hearing Examiner that the 
applications of Carolina coach.company and Queen city coach 
Company herein should be granted vith a restriction that the 
routes authorized shall be used as alternate routes for 
operating convenience only, vith no service to intermediate 
points anr1 that service authorized at the junction of 
Interstate 40 and North Carolina Secondary Road 1850 shall 
be for interchange purposes only. 

IT IS, THEREFORE, O~DERED: 

(1) That Passenger· common Carrier Certificate No. B-15, 
heretofore issued to Carolina Coach Company, be, and the 
same is, hereby amended to include the authority more 
particularly described in Carolina Coach Company Exhibit A 
attached hereto and made a part hereof. 

(2) That Passenger Common Carrier Certificate No. B-69, 
heretofore issued to Queen city coach company, be, and the 
sauie is, hereby amended to include the authority mot:e 
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particularly described in Queen City Coach company Exhibit ~ 
attached her!!to and made a part hereof. 

(3) That Carolina Coach company and Queen City Coach 
company shall comply vi th the rules and regulations of the 
Commission and institute ·operations under the authority 
herein granted within thirty (30) days froa the date this 
order becomes final. 

BY ORDER OF TRI! conMISSION. 

This the 2nd day of December, 1971. 

BORTH CAROLINA UTILITIES COB!!TSSION 
"P;:atherine ll. Peele, Chief Clerk 

(SEAL) 

Carolina coach Company 
R~leiqh..._H2.rt.U~~~l.i.D.A 

EXHIBIT A 

EXHIBIT A 

( 1) To transport passengers, their baggage, 
mail and light express over the following 
routes and between the following points, 
except as to such restrictions as may be 
indicated in the route description. 

(21 From Greensboro over Interstate Highway 40 
to junction Horth Carolina Secondary Poad 
1850 near Colfax and return oYer the same 
route serving no intermediate points. 

RESTRlf;!IQ!: Authority shall be used for 
the sole purpose of providing through bus 
service between Greensboro and Winston­
Salem over Interstate Highway 40 through 
interchange vith Queen City Coach Company 
as a joint or combined alternate route for 
operating convenience only.. Service is 
authori~ed at the junction of Interstate 
Highway qo and North Carolina Secondary 
Road 1850 for interchange purposes only. 

Queen City coach Company 
Qllllotte, North Caroli~Q 

EXHIBIT A. (1) To transport passengers, their baggage, 
mail and light express over the follovinq 
routes and between the following points, 
except as to such restrictions as may be 
indicated in the route description. 

EXHIBIT A (2) From Winston-Salem over Interstate Highway 
qQ to its junction vith North Carolina 
Secondary Roa·d 1850 near Colfax and return 
over the same route serving no 
intermediate points. 
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RESTRICT!Q,!!: .Authority shall be used for 
the sole purpose of providing through bus 
service between ';reenSboro and Winston­
Salem over Interstate Highvav 40 through 
interchange with Carolina Coach Company as 
a joint or combined alternate route for 
operating convenience only. Service is 
autbori2ed at the junction of Interstate 
Highway 40 and North Carolina Secondary 
Road 18 50 for interchange purposes only. 

DOCKET NO. B-15, SUB 167 

BEFORE THE NORTH CAROLINA UTILITIES CO~MISSION 

In the ~atter of 
Carolina Coach Company, 1201 south Blount J R~COl'lftENDED 
Street, Raleigh, North Carolina ) ORDER 

HURD IN: 

BEFORE: 

APPEARANCES: 

The commission's Hearing Room, Raleigh, North 
Carolina, on October B, 1971, at 10:00 A. M. 

E. A. Hughes, Jr., Examiner 

For the !pplicant: 

Arch T .. Ulen 
Allen, Steed and Pullen 
Attorneys at Lav 
P. o. Box 2058, Raleigh, North Carolina 

Tom Sneed, Jr. 
Allen, Steed and Pullen 
Attorneys at Lav 
P. o .. Rox 2058, Raleigh, North Carolina 

For the Protestant: 

Clarence H. Noah 
Attornev at Lav 
1425 Pai:k Drive 
Raleigh, North Carolina 
Appearing for: southern Coach Company 

HUGHES, EXAPIINER: By application filed. with the 
Commission on August 24, 1971, Carolina Coach Co111pany, 1201 
South Blount Street, Raleigh, North Carolina, makes 
application under the provisions of the Public Utilities 
~ct, for a certificate to transport passengers, their 
baggage, mail an~ light express in the same vehicle with 
passengers, as a common carrier by motor vehicle, from 
Raleigh over relocated North Carolina Highway sq to iunction 
Interstate Highway qo, and thence over Interstate Highway 40 
to junction North Carolina Secondary Road 1959 near Nelson, 
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and return over the same route serving all intermediate 
points. 

Notice of the application, together vitb the time and 
place of hearing and a description of the rights sought, vas 
given by mail to the Applicant and to other motor carriers 
holding certifi~ates or permits to operate in the territory 
proposed to be served. Protest thereto vas timely filed by 
soutl!ern coach company. The application is otherwise 
unopposed. 

All parties vere present at the he~ring and represented by 
counsel .. 

Evidence for the Applicant consists of the testimony of 
Kr. Aaron Cruise, Applicant's Traffic PJanager and certain 
exhibits some of which were offered and received in evidence 
by reference.. The exhibits include Applicant's franchise, 
annual report, tariffs and 1 ists of equipment on file with 
the Commission, along with Affidavit of Publication of 
notice of hearing and other exhibits. Testimony of 
,pplicant•s witness tends to show that Applicant presently 
has four (4) different franchise routes between Raleigh and 
Durham, which are nov being servedi that Applicant presently 
has t:hirtv-five (35) schedules per day operating between 
Durham and Raleigh; that presently three (3l daily trips are 
operated hy Applicant between Raleigh ana Durham via the 
Research Triangle: +hat in the event the rights sought are 
granted, three (31 additional trips between ~aleigh and 
Durham vill be instituted via the Research Triangle an"- -t.he 
nev route; that Applicant has provided bus service between 
Durham and Raleigh over vaLious higb.va,ys, which have changed 
fro'II! time to time d11e to relocations and the construction of 
new highways, etc., since the year 1925 and prior thereto; 
that Applicant has the eguipment and financial ability to 
provide adequate and continuous service over the route 
sought and that the rerouting of three (31 trips over the 
nev route vill have no material affect on existing service 
or result in any substantial diminution of service over 
existing routes. 

Protestant, ·::outhern coach company, offered no oral 
testimony but ilid offer certain exhibits by reference, 
includinq its franchise, annual report, tariffs and lists of 
equipment, which were received in evidence. 

A motion by Applicant at the beginning of the bearing to 
dismiss the protest and renewed at the conclusion thereof, 
vas taken under advisement. The motion is nov denied. 

Upon consideration of 
presented anil t.he testimony 
makEs the following 

the application, the 
of record, the Rearing 

evidence 
Examine:r 
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FINDINGS OP' FACT 

(1) That public convenience 
proposed service in .addit.ion to 
t.ra nsporta tion service, 

and necessity requires the 
any existing authorized 

(2) '!'hat t.he Applicant is fit, willing and able to 
properly perform the proposed service, and 

(3) That Applicant is solvent and financially able to 
furnish adequate service on a continu.ing basis. 

CONCLUSIONS 

Applicant first began operating motor passenger service 
between Durham and Raleigh some forty-five (45) years ago, 
vhen the bus industry vas in its infancy and has provided 
such service adequately and continuously up until the 
present time. ffhen highways between the two points, from 
time to time, were relocated or nev and improved highways 
came into being. as herein. Applicant has petitioned the 
Commission for appropriate authority to serve such relocated 
and new an~ improved highways in the interest of the public. 

Protestant, in its written protest alleges, as follows: 

"F.ach of Applicant's routes between Durham and 
Ra leiqh is much shorter than the onlv one route the 
Protestant has and each of them gives Applicant a 
substantial advantage, so much so that Protestant is 
unable to compete with it. Added routes adversely 
affect Protestant's service to the public." 

n.s a matter of fact, the only route t liat Protestant can 
operate hetvPen Durham and Raleigh is via Apex and Holly 
Springs, which route, because of its circuitousness is in no 
sense nor by any stretch of the imagination, competitive 
with Applic~nt•s direct service between Raleigh and Durham. 
Furthermore, Protestant only operates one schedule a week in 
each direction over its roundabout route. 

The fact that Applicant presently has some thirty-five 
(35) bus schedules operating between Durham and Raleigh, 
along with th'e addit.ional well known fact that the Research 
Triangle is growing by leaps and bounds, coupled with the 
fnrtber fact that the proposed route, as it nov exists and 
with future improvements, will provide a much safer, quicker 
and improved service, is sufficient to sh·ov that a grant of 
authority is in the public interest and is required by 
public convenience and necessity. 

Based upon the record, the evidence presented in this case 
and the fore'.}oing findings of fact, the Hearing Examiner 
concludes that Applicant 'has borne the burden of proof 
required by statute and that the authority sought should be 
granted. 
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IT IS, ~HE~EFORE, ORDERED: 

(1l That the application of Carolina Coach company in 
this docket he, and the same is, hereby granted and that 
common Carrier certificate No. B-15, heretofore issued to 
Applicant, he amended to include the authority more 
paCticularly described in Exhibit A hereto attached and made 
a part hereof. 

(21 That Carolina Coach company comply with the ru~es and 
regulations of the commission and begin operations, under 
the authority herein granted, within thirty (30) days from 
tb.e date this order becomes final. 

BY OFDER OP THE COftMTSSION. 

Tbis the 19th day of October, 1971. 

(SUI) 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine n. Peele, Chief Clerk 

Carolina coach company 
Weigh~Jorth carolfil 

EXHIBIT A 

EXHIBIT A 

(1l To transport passengers, their baggage, 
mail and light express in the same vehicle 
with passengers over the following routes 
and between the following points: 

(2) From Raleigh over C'elocated North Carolina 
Highway 54 to junction Interstate Highway 
40, and thence over Interstate Highway 40 
to junction North Carolina Secondary Road 
1959 near Nelson, and ~eturn over the same 
route serving all intermediate points. 

DOCKET'NO. B-254. SUB 5 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the ~atter of 
Application of s. D. Small, d/b/a central 
Buslines of North Carolina, 1228 Plarshalt 
street, Ra leiqh, North Carolina 

ORDE'R GRANTING 
OPEBATING 
AUTHORITY 

HErtRD IN: Hearing Room · of the commission, Ruffin 
Building, Raleigh, North Carolina, at 10:00 
A.M., on Thursday, December 17, 1970 
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A.UT HOR ITY 211 

commissioners l'!iles H. Rhyne, Presiding, 
John w. McDevitt and Chairman Harry T. Westcott 

APPE1'RANCES: 

For the Applicant: 

s. D. Small 
122q !1arshall street 
Raleigh, North Carolina 
(Appearing for Himselfl 

Por the Commission Staff: 

William E. Anderson 
Assistant Commission Attorney 
P. o. Bo,r: 991, Raleigh, North Carolina 

FHYNE, C0!1'1ISSIONER: on November 13, 1970,, the commission 
received the application for passenger common carrier 
certificate filed bys. D. Small, d/b/a Central Buslines of 
North Carolina, for a certificate to transport passengers, 
their baggage, mail flight express in the same vehicle vith 
the passengers over such regular routes "!S follows: "FrOm 
Chapel Hill over N. c. HighYay 86 t~ Junction Orange County 
Road 171q, and thence over orange County Road 1718 to 
Junction Or:t'lge Connty Road 1719; turn left .8 mile and 
return over the same route serving no intermediate points .. 11 

Cn November 13, i970, the Commission received a request 
from Mr. Harold Jernigan, Principal of Carolina Friends 
Scliool, Rout.e 1, Box 18~, Durham, North Carolina, filed 11 0n 
behalf of the Parents 1 Council of Carolina Friends School", 
that small be granted a Temporary Permit pending a hearing. 
on November 17, 1970, the Commission issued an order 
granting temporary authority in which the Commission stated 
the following: 11 It appears that applicant is an experienced 
motor passenger carrier and fully qualified financially and 
otherwise to provide service under the temporary authority 
sought. It. further appears that there are no existing 
connecting er competing carriers who would have an interest 
in the matter. 11 

The matter came on for hearing on December 17, 1970, at 
10:00 A.N. as set in the Notice of Application and Hearing 
issued on November 19, 1970. The requisite certificate of 
pu~lication was filed indicating that the Notice of 
~pplication and Rea-ring vas printed in the 
r:ha12el Hill !feeklv in the issues of December 6 and December 
13,. 1970. The requisite maps were filed.. P.r. Small 
~epresented himself and presented three witnesses as 
follows: Hil..rold JP-rnigan, Elizabeth Endicott and Mrs. Ruel 
Tyson: and tendered Mrs. Alice Rupen. 

Mr. S. D. Small testified that a certificate of insurance 
is filed with the Commission and that he currently operates 
three buses in a shuttle run which consists of nine round 
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trips a day between Durham and Chapel Rill. He testified 
that his personnel consists of himself and tvo more drivers, 
that his proposed operation, vhich has been in effect for 
approximately one month under the tem para ry authority, 
consists of one round trip each day from Chapel Hill to the 
Carolina Friends SchoOl. The trip covers a distance of 
approximately 8 miles each way and is being served by one 
bus which currently carries 35 passengers and has a capacity 
for a total of 38 passengers. Additional buses will be 
provided as needed. The fare is 45 cents for an adult or 35 
cents for a student one way. Tickets may be bought in a 
book of 10 student tickets for $2.25 .. 

~r. Harola Jernigan, Principal of Carolina Friends school. 
testified that parents have for some time suggested that 
there be bus service to Carolina ?riends School. that no 
ot.ber carrieLs would provide this service. that before this 
service was provided all students were brought to the school 
by their parents individually or in car pools, that there is 
a public need for this service and that. he considered the 
proposed bus service would provide additional safety for the 
students. 

Mrs. Elizabeth Endicott testified that as the mother of 
tvo students at Carolina Friends school, she felt the bus 
service could. provide greater safety for the students and 
greater convenience for herself. She approved the proposed 
rate st.ructure.. r,rs. Alice Rupen vas tendered vith the 
instructions that her testimony would be similar to that of 
Mrs.. Endicott.. Mrs. Ruel Tyson testified that her views 
included those of Mrs. Endicott but added that her posit.ion 
as a working mother made the proposed bus service even more 
important to her. 

Mr. Jerni~an•s testimony included the factual information 
that the Carolina Friends School consists of grades 1-9 at 
the orange county site and had enrolled 1Q9 students from 
Chapel Hill. Re testified that he expected the demand for 
ftr. Small's bus service to increase with its continued 
successful operation. No ·protest has been filed and no 
complaints have been received by the Commission. 

Hr. Small filed the requisite highway maps shoving the 
routes of the proposed operation and submitted the requisite 
statement oE assets an.d liabilities. which indicates net 
assets of approximately $10,000.00. 

Whereupon the Commission makes the following 

FINDINGS OF FACTS 

1. That there are~ 149 students in grades 1-9 vbo must be 
transported each school day a distance of approximately 8 
miles from their residence in Chapel Hill. North Carolina to 
the Carolina Friends School. 
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2. That the 
school require a 
heretofore been 
pools. 

parents and students of Carolina Friends 
better means of transportation than bas 

provided by individual automobiles and car 

3. That no protests have 
service will not be provided by 
transportation service. 

been filed and the proposed 
other existing authorized 

Q. That the applicant has provided the proposed service 
for approximately one month without complaint,. 1:hat the 
a'Pplicant has thus demonstrated that he is fit,. willing and 
able to properly perform the proposed service. 

5. That the applicant is prepared to increase the number 
of tuses used in providing the proposed service as the 
demand grows. 

6. That thP. applicant has net assets of approximately 
ll0,000.00. 

Whereupon the commission reaches the following 

CONCLUSIONS 

The applicant has satisfied the burden of proof required 
by G. s. 62-262 to shov: 

1. That public convenience requi~es the proposed service 
in addition to existing authorized transportation service, 
and 

2. That the applicant is fit, willing and able to 
properly perform the proposed service, and 

3. That the applicant is solvent and financially able to 
furnish adequate service on a continuing basis. 

IT IS, TRERF.FORE, CRDERED: 

That s. n. small, d/b/a Central Buslines of Horth 
Carolina, 1228 ~arshall street, Raleigh, North Carolina, he 
and herebY is, granted authority as a regular route common 
carrier of passengers, their baggage, mail and flight 
express in the same vehicle with passengers in accordance 
vith Exhibit A attached hereto and made .a part hereof. 

ISSUED BY ORDER OF THE COftllJIS SION. 

This the 12th day of January, 1971. 

NORTR CAROLINA UTILITIES CO~KISSION 
"ary Laurens Richardson, chief clerk 

{Sl!H) 
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DOCRET NO. Il-254 
Suh 5 

s. D. Sm all, d/b/a 
Central euslines of North Carolina 
1228 Marshall Street 
Raleigh, North Carolina 

EXHIBIT A ( ,, To transport passengers, baggage, 
express over the following routes 
all intermediat.e points except as 
restrictions as may be indicated 
route description. 

mail and 
serving 
to such 
in the 

(2) From Chapel Bill over North Carolina 
Highwav 86 to Junction orange County Road 
1110, and thence over orange county Foad 
171A to Junction Orange County Road 111q, 
turn left .A mile and return over the same 
route serving no in termed ia te points. 

DOCKET NO. B-7, SUB 83 

BEFORE THE NOPTH CAROLINA UTILITIES COMMISSION 

In the !'fatter of 
Application of Greyhound Lines, Inc., 
1400 West Third Street, Cleveland. Ohio 
44113. to Amend its Certificate 

ORDER 
GRANTING 
APPLICATION 

HEARD IN: '!'he commission Hearing Room. One West !!organ 
Street, Raleigh. North Carolina. on Thursday. 
Augusts. 1971. at 9:00 A.H. 

BEFOTIE: Chairman H. T. Westcott. Commissioners Niles H. 
Rhyne and Hugh A. Wells (Presiding) 

APPEARANCES: 

For the ipplicant: 

J. Ruffin Bailey. Esq •• and 
Kenneth Wooten. Jr •• Esg. 
Baile?. Dixon. Hooten & ttcoonald 
P. n. Box 2246. Raleigh, North Carolina 27602 

No Protestants 

WELLS• co-.HISSIONE'R: Application was filed by Greyhound 
Lines. Inc •• 1400 Vest Third street, Cleveland, Ohio 44113. 
on Jane 9. 1g11. for a common carrier franchise to transport 
passengers, their baggage, mail and light express over the 
following routes: 

"Prom Winston-Salem, Horth Carolina, over Interstate 
Highway 40 to its interse:::tion with Interstate 
Highway 77 near Statesville, North Carolina, thence 
over Tnterstate_Highvay 77 to junction u. s. Hiqhvay 
21 near Cornelius, North Carolina, and return.over 
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the same route serving all intermediate points 
inclu:1ing access roads to cities and town located on 
Greyhound's present certificated route between 
Winston-Salem and Cornelius over u .. s .. Highway 158. 
U .. s. Highvay 64 and u. s. Highway 21 and North 
Carolina State Highway 115.," 

By Ord'i'!r of the Utilities Commission issued. June 15, 1971, 
public notice was qiven and the application was set for 
bearing. The Applicant was required to publish notice of 
the application and of the hearing in a newspaper having 
general circulation in the area to be served. 

Public hearin~ was held as captioned. 
filed and no one appeared at the hearing 
the application. 

No protests vere 
in opposition to 

Greyhound o!:fi?red witnesses and nine (9) exl:.ibits in 
support of its application, some of which shoved affidavit 
of puhlication; present certificated route between Winston­
Salem and Cornelius, and Greybound•s proposed authority; 
service presently being operated hetween Winston-Salem and 
Charlotte; ticket sales (total of 1900) for the month of 
!"lay, 1971, in the proposed area to be se"Cved; its Safety 
Program; Bal¼nce Sheet and Income Statement as of December 
31, 1970. 

Witness John E. Adkins, Vice President - Traffic for 
Greyhound Lines P.ast, who is in charge of traffic matters 
for Greyhound in North Carolina, testified that the 
requested authority would provide a faster, safer and more 
comfortable type of service for the public. 

Hr. Otis L. Snow who is 
testified that be favors the 
it would esoecially improve 
~ocksville plant which 
compressors. 

employed by Ingersoll-Band co., 
application. He testified that 
package express service for the 
manufactures portable air 

Mrs. Gertha Foster of r1ocksv ille who is a practical nurse 
and works in Winston-Salem, testified that she uses the bus 
frequently an~ favors the application. 

Mr. Clauae Tucker of Route 1, Ramseur, North Carolina, who 
works in M:ooresville for Burlington ~ills, testified that be 
also uses the bus and favors the application. 

l'lrs. c. c. Singletary Of Statesville, who works for the 
city of Charlotte {Model Cities Program), offered testimony 
in support of the application saying that she has no other 
way of making t.hP. trip to and from Charlotte other than by 
bus and that the proposed route is more convenient for her. 

!'fr. ,Toe Hari:is and 26 more public 
testimony would similarly support the 
tendered an~ their names entered in the 
No. 9. 

witnesses whose 
application were 
record as Exhibit 
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Based upon the evidence adduced at the hearing, the 
commission makes the following 

FINDINGS OP FACT 

(1) That public 
proposed service in 
and 

convenience and necessity regUires the 
addition to ei:isting authori-zed service; 

(2) That 
willing and 
and 

the applicant, Greyhound Lines, Inc., is fit, 
able to properly perfor11 the proposed service; 

(31 That the Applicant is solvent and financially able to 
furnish adequate service on a continuing basis. 

CONCLUSIONS 

The testimony presented by five (SJ witnesses and 27 
tendered witnesses clearly indicates that there is a need 
for tlie proposed bus service: that the Applicant has met the 
burden of proof as provided in G. s. 62-2 62 (e); and, that 
its Certificate No. E-7 previously issued by the Rorth 
Carolina Utilities commission should be amended to include 
the proposed service. 

IT IS, ~HEREFORE, CROP.RED: 

1. That the applicant, Greyhound Lines, Inc., be, and 
hereby is, authorized to engage in the transportation of 
passengers, their baggage, mai1 and light express as 
particularly described iti Exhibit A attached hereto and made 
a part of this Order. 

2. That Greyhound Lines, Inc., will begin operations 
only after having fully complied with the Commission's rules 
and regulations relating to the filing of a tariff of fares 
an a charges, evidence of the required insurance, 
registration of equipment and designation of a process 
agent. Said service shall begin as herein authorized within 
thirty (30) days from- the date this order issues. 

ISSUED BY ORDER OP THE COMMISSION. 

This the 11th day of August, 1971. 

(SEAL) 

DOCKET NO. B-7 
SUB B3 

EXHIBIT ~ 

NORTH CAROLINA UTILITIES CO"ftISSION 
Katherine~. Peele, Chief Clerk 

Greyhound Lines, Inc. 
1400 West Third street 
Cleveland. Ohio 4tl113 

To transport passengers, their baggage, 
mail and light express over the following 
routes: 
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From Winston-Salem, North Carolina, over 
Interstate Bighvay 40 to its intersection 
vith Interstate Highway 77 near 
Statesville, North Carolina, thence over 
Interstate Highway 77 to junction u. s. 
Highway 21 near Cornelius, North Carolina, 
and re-turn over the same route serving all 
intermediate points including access roads 
to cities and town {sic) located on 
Greyhound's present certifii::ated route 
between Winston-Salem and Cornelius over 
U.S. Highway 158, U.S. Highway 64 and D.S. 
Highway 21 and North Carolina State 
Highway 115, 

DOCKET NO. B-245, SUB 6 

BEFORE THE NORTH CAROLINA UTILITIES co~~ISSION 

In the "atter of 
I.a vrence c. stoker . ., d/b/a suburban Coach 
Company, Morqanton, North Carolina -
Petition to Amend Certificate 

ORDER A!'!END!NG 
CER TIP !CATE 

BY THE CO!'!l'!ISSION: By petition filed with the Commission 
on January 21, 1971, Lawrence c. Stoker, d/b/a suburban 
coach company, seeks to amend certificate Ro. B-245 
heretofore issued to him by eliminating therefrom the 
following described franchised routes: 

"Route 1. From l'lorganton, N.c •• to Salem, H.C., over u.s. 
Highway 64-A and unnumbered highway, and return." 

"Baute 4. Prom Bridgeport. N.C., north over unnumbered 
county highway knovn as the 'Enon Road,' via the 'Falls 
Road• to its point of intersection with D.S. Highway 70. 
and return over the same route. a distancP. of 
a pproxi mate l y 9. 6 miles. n 

Petitioner represents and the Commission's investigation 
reveals that. said franchised routes are dormant in that bus 
service has not been provided over said routes for several 
years and that a public need for such service no longer 
exists. 

Upon 
opinion 
1onqer 
petition 

consideration thereof. the commission is of the 
and finds that public convenience and necessity no 
require service over said routes and that the 
should be granted. 

IT IS, THEREFORE. ORDE~ED: 

That Common Carrier Certificate Ho. B-2ij5• heretofore 
issued to Lawrence c. Stoker, d/b/a suburban Coach company. 
be, and the same is hereby amended by eliminating therefrom 
the follovinq described routes: 
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"Route 1. From ~organton, N.c., to Salem, N.C., over u.s. 
Highway 6ij-A and unnumbered highway, and return. 

"floute fl. From Bridgeport, N.C., north over unnumbered 
county highway known as the '"Enon Road,' via the 'Falls 
Road' to its point of intersection with U.S. Highway 70, 
and return over s;1me route, a distance of approximately 
9.6 miles." 

BY ORDER OP THE COMMISSION. 

This the 2Rth day 0£ January, 1971. 

NORTH CAROLINA UTILITIES COMMISSION 
Hary Laurens Richardson, Chief Clerk 

(SE AL) 

DOCKET NO. B-271, SUB 1 
DOCKET NO. B-13, SUB 21 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the !ltatter of 
Docket No. B-271, Sub 1 

Thomas Ralph Young, d/b/a ~shev ille-Elk 
Mountain flus Line, 

Complainant 

vs. 

Lawrence c. Stalter, d/b/a Suburban coach tines 
Defendant 

and 

Docket No. e~13, Sub 21 
Proposed transfer from ~ars Rill-Weaverville 
Bus Line, Inc., to Lawrence c. Stoker, d/b/a 
Suburban Coach Lines, of Hotor Passenger 
Operating Rights 

1 
1 
) 
) 
) 
) 
) ORDER 
) CONSTRUING 
) OPERATING 
) RIGHTS 
1 
) 
1 
) 
l 
) 
) 

HEARD IN: Room 207, Buncombe county Courthouse, 

BEFORE: 

APPEARANCES: 

A.sbeville, North Carolina, 
1971, at 2:00 P.I!. 

on September 29, 

commissioner 
Commissioners 
Wells 

John w. l'lcDevitt, Presiding; and 
Pfarvin R. Wooten and Hugh A. 

For the complainant: 

s. J. Crow, Esg. 
Gudger, Ervin and Crov 
Post Office Box 7036 
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A·sheville, North Carolina 28807 
Appearing for: Thomas Ralph Young, d/b/a 
Asheville-Elk Mountain Bus Line 

Por the Defendant-flespondent: 

E. L. Loftin., Esq. 
Loftin and Loftin 
Gennett Building 
Asheville, North Carolina 

and 

Lawrence c. Stoker, Esg. 
Attorney at Law 
Jackson Building 
Asheville, North Carolina 
Appearing for: Lawrence c. Stoker, 
d/b/a Suburban Coach Lines 

For the Commission staff: 

William 'E. J\nderson, Esq. 
Assistant commission Attorney 
North Carolina Utilities: Commission 
Ruffin Building, one west rtorgiln Street, 
Raleigh, North Carolina 27602 

BY THE coM,ISSION: Investigation and hearing in these tVo 
matters were initiated by the filing of a complaint on June 
29, 1971, by Thomas Ralph Young, d/b/a Asheville-Elk 
ftountain Bus Line (hereinafter also style1 "Young") alleging 
that Lawcence c. Stoker, d/b/a S11burban Coach Lines 
(hereinafter also styled "Stoker"), vas operating over a 
route not cantaine~ in his (Stoker's) franchise certificate 
and vas in di~ect competition vith the authorized operations 
of Young, to wit: that Stoker vas engaged in the operation 
of buses on Broadway, Riverside Drive and Burnsville Hill 
Road. The complaint vas initially docketed as Docket No. 
B-271, Sub 1. 

on P!ay 7, 1971, in Docket No. B-13, Sub 21, the commission 
issued an Order approving transfer of Operating rights, in 
part, in which the Commission approved a transfer of the 
franchise tberetofore held by Mars Hill-Weaverville Bus 
tines, Inc., to Stoker to the extent indicated in Appendix A 
of that order, as follows: 

APPENDIX "A." 
Operating Rights for Rhich Tcansfer from lfars 
Hill-Weaverville Bus Lines, Inc., to Lawrence 
c. Stoker, d/b/a Suburban coach Lines is 
Authorized in Docket No. B-13, Sub 21 
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EXHIBIT A 

MOTOR BUSES 

Lawrence c. Stoker. d/b/a certificate No. B-13 
Suburban Coach Lin es 
Asheville, Ntirth Carolina 

To transport passengers, baggage, mail 
express over the following route serving 
intermediate points except :is to 
restrictions as may be indicated in the 
description. 

and 
all 

such 
route 

1. Yrom ~sheville Union Bus Station over such streets in 
the corporate limits of Asheville as the city 
authorities may direct, to u. s. Highways Nos. 19 and 
23; thence over said highways via Wea Verville and 
Stocksville to the intei:section of the high va y 
leading to Hars Hill; thence over said Nars Hill 
Hiqhvay to Mars Rill. 

2. From B~ech over the Reams creek Road to Weaverville, 
thence to Asheville over u. s. Highvay 19, limited to 
passengers originating in or destined to the 
community along the Reams Creek Road between Beech 
and Weaverville with the right to transport such 
passengers to and from Asheville and intermediate 
points along u. s. Highway 19 between Asheville and 
Weaverville. 

By Order issued the 20th day of July, 1971, in Docket No. 
B-13, Sub 21, the Commission ordered ·that Stoker immediately 
cease and 1esist from further operations over Broadway, 
Riverside Drive and Burnsville Hill Road and directed Stoker 
to "operate his buses -over u. s. Highways 19 and 23, both 
within (~errimon Avenue) and without the City of Asheville, 
in his operation bet.ween Asheville and l'la rs Hill under 
authority granted in this docket." 

f.y Answer 
answered the 
allegations. 

to complaint filed 
complaint, admitting 

on ,July 30, 1971, Stoker 
anit denying particular 

Vhen the two matters were called for consolidated public 
hearing at the time and place designated, ftr. Thomas Ralph 
Young testif.ied that under Certificate No. e-5 he conducts 
passenger bus common carrier operations from Asheville hy 
vay of temporary ffiqhvay No. 63, to Woodfin, via Burnsville 
Bill Road, to the top of Burnsville Hill, and via Elle 
Plountain Road to Elk Mountain Village and Mill, to craggy 
Bridge, .to the top of craggy Hill and return by the same 
route; that under the old ~ars Hill-Weavervi11e franchise, 
the nars Rill-Weaverville bus line had a franchise that nvas 
an exact dunlication of my franchise to the point of craggy 
Bridge"; that he had observed another operator operating 
within his franchise territorv on or after June 10, 1971; 
that the bus~s so operated belonged to Stoker; that he 
observed such operations from the period of June 10, 1971, 
until the datP. of the cease and desist order; that he 
observed both the picking up and letting off of passengers 



AUTHORUY 281 

in the area;. that the operations of Suburban Coach Lines in 
that manner resulted in a direct loss of revenue to his bus. 
operations to the amount of between $2.00 and $5.00 a day 
during this period; that under the franchise which Young 
operates on Burnsville Hill Road, his buses turn off to the 
vest at the intersection of Burnsville Hill and Elk !1ountain 
~oad, and in so doing stops short of u. s. Highways 19-23; 
that there are me111bers of the public residing on or near 
Elkvood Avenue between F.lk ftountain Road and fterrimon Avenue 
who are rendered bus service, but not on a "front door" 
basis, by his operation and by Stoker's operation along o.s. 
Highway 19-23. 

nr. Lawrence c. Stoker testified that around the first of 
the year he entered into a contract with Mars Hill­
Weaverville Bus Line, Inc.;·, to buy that corporation's 
certificate; that pursuant to the ~ay 7, 1971 commission 
Order in the matter of the transfer, he began operating from 
the Union Station in Asheville to l'lars Rill by vay of 
Weavervillei that the nature of bis operation vas as 
follows: 11 Union Station on Lexington Avenue down Broadway 
to Riverside Drive to Burnsville Hill, over Burnsville Hill 
to Nev Bridge then on 19-23 into Feaverville and ffars Hill 
and return the same route"; that Plars Hill-Veaverville Bus 
Line, Inc. had operated over the same streets for many 
years; that the transfer vas not a .!g;t95!.!!! transfer of l!ars 
Rill-Weaverville 1 s entire franchise; that the Certificate 
issued by the commi~sion "did not say which way to go to 19-
23"; that in his operations down Broadway-Riverside Drive­
Burnsville Rill Foad, Stoker's buses vent outside the city 
limits "somewhere on Broadway~; that there is a "U. s. 19-
23" highva y siqn at the intersection of Broadway and 
Riverside Drive; that Riverside Drive (NC Highway 191) is 
the truck route for U. S. 19-23: that "the first highway 
sign on 1q-23 that I am familiar vith is at New Bridge"; 
that at Rew Rridqe a. s. Highway 19-23 "goes into !'!errimon 
Avenue"; that the City of Asheville has not instructed him 
by ordinance or resolution as to any particular routes for 
his operations to follow within the city. 

A number of members of the using public appeared to 
testify as to a need for bus service on F.lkvood A.venue 
between Elk ~ountain Road and ~errimon Avenue. Their 
testimony vas not received into evidence inasmuch as all 
parties stipulated that "front door" service vas not 
available to t.hem under the circumstances of Young• s 
operating out Elk ftountain Road and Stoker's operating on 
"errimon Avenue (U. s. 19-23). 

The parties stipulated that the commission could by lettet" 
eichange between the Commission and the N. c. State Hiqhway 
commission establish the official route of U. s. 19-23 
through Asheville and put that in the record. 

The North Carolina state Highway commission subsequently 
provided an official map indicating the 11 ti:11e and accurate 
representation of the location of u. S. 1q and 23". This 
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map represents rr. s. Highways 19 and 23 as coinciding vitb. 
i.errimon Avenue from Nev Bridge to downtown Asheville. The 
accompanying statement explains that there is under 
construct.ion State Highway Project 8. 30 23215 "parallel to 
the French Broa<1 River in a northerly direction east of the 
river to a point on existing n. s. 19-23 at Nev Bridge", 
and that this highway will be designated nu. s. 19-23" upon 
its completion. 

Based upon the evidence 
records of the commission in 
makES the fellowing 

adduced at the hearing and the 
this docket, the Commission 

PINDINGS OP FACT 

(1) That Lawrence c .. Stoker, d/b/a Suburban Coach Lines, 
and RaltJh Thomas Young, d/h/a ~sheville-Elk !'fountain Bus 
Line, are both motor carriers of passe ngei:s duly 
certificated and unier the jurisdiction of this commission 
for the purposes of the North Carolina Public Utilities Act. 

{2) That by ord~r issued on Hay 7, 1971; the commission 
authorized a tcansfer of the following operating rights from 
PJars Hill-Weaverville Bus Line, Inc., to Lawrence c. Stoker, 
d/b/a Suburban coach Lines: 

To transport passengers, baggage, mail and express 
over the following routes servin_g all intermediate 
paints except as to such restrictions as may be 
indic~ted in the route description. 

1- From ~sheville Union Bus Station over such streets in 
the corporate limits of Asheville as the city 
authorities may direct, to U. s. Highways Nos. 19 
and 23; thence over said highways via Weaverville and 
stocksville to the int.ersection of the highway 
l~ading to ~ars Hill; thence over said Hars Hill 
Highway to Mars Rill. 

2- From Beech over the Reams Cree~ Road to Weaverville, 
thence to Asheville over u. s. Highway 19, limited 
to passengers originating in or destinea to the 
community along the Reams Creek Road between Beech 
and qeaverville with the right to transport such 
passengers to and from Asheville and intermediate 
points along u. s. Uighvay 19 between Asheville and 
Weaverville. 

(3) That Stoker's operation of passenger 
Riverside Roaf! (State !Tighwav 1Q1) and on the 
Hill Road (State Road 1674) included operations 
outside of the corporate limits of the City of 
but hetween the Union Station and u. s. Highways 

buses on 
Burnsville 
which were 
Asheville, 
19 and 23. 

(Q.) That the State Highway 191 and State Bead 167ri wece 
not, as of the time of public bearing in Docket No. B-13, 
Sub 21, and are not as of yet, designated as 11 0. s. l<l-23". 
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(5) That Stoker's operation of motor passenger buses on 
State Highway 191 and State Roa:1. 167q is beyond the 
Operating Riqhts authorized in Docket No. B-13, Sub 21. 

Whereupon the Co~mission reaches the folloving 

CONCLUSIONS 

The Commission concludes that Certificate No. B-13 does 
not authoriz~ Lawrence c. Stoker, d/b/a Suburban Coach 
Lines, to conduct passenger bus operations on State Highway 
191 (Riverside Drive) and. State Road 1674 (Burnsville Rill 
P.oad). 

The Co~mission Order issued ~ay 1, 1971, authorizes Stoker 
to operate "from Asheville Union Bus Station over such 
streets in the corporate limits of Asheville as the City 
authorities mav direct, to U. S. Highways No. 19 and 23; 
thence over said highways ••• 11• There is no evidence that 
the Asbeville city authorities have directed Stoker to 
operate over any particular route to U. S. Highways 19-23. 
The Commission concludes that the interim order to cease and 
desist from further .9perations over Broadway, Fiverside 
Drive anq the Burnsville Hill Road should be made permanent 
and that Stoker should operate his buses over rr. s. 
Highways 1q-23 both within {presently 1'1errimon Avenue) and 
without the City of Asheville in his operation between 
Asheville anr1 11ars Hill under authority granted !'lay 1. 1971, 
in this docket. 

Regarding the stipnlated public need for additional 
service on the part of those members of the public vbo 
reside on or near Elkwood Avenue and do not currently have 
"front door 11 service from either Young or Stoker, the 
Commission concludes t.hat either Young or Stoker, or both, 
may apply foe new authoi:ity, under G. S. 62-262, t.o operijte 
over all oi: pact of Elk.wood Avenue between !'leri:imon Avenue 
and Elk P,,ountain Poar1 in order to provide "front door" 
service to those persons. 

T~ IS, THF.PRPORR, ORDERED: 

That Lawrence c. Stoker, d/b/a Suburban Coach Lines, be, 
and he is hereby, directed to operate his buses over U. s. 
Highways 1q '1.nd 23 both within (Plerrimon Avenue) and without 
the City of !sheville, in his operation between Asheville 
and Mars Hill under authority heretofore granted by the 
Commission in Docket No. B-13, Sub 21. 

I SSUEO BY ORDER OF THE COKl1ISSION. 

This the nth day of December, 1971. 

HORTH CAROLINA UTILITIES co~~TSSION 
Katherine !'I. Peele, Chief clerk 

(SEAI) 
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DOCKET NO. B-13, SUB 22 

BEFOP.E THE NORTH CAROLINA. UTILITIES C0!l!HSSI0N 

In the tiatter of 
Lawrence c. Stoker, d/h/a suburban Coach 
Lines, Suspension and Investigation of 
Proposed Increase in Bus Passenger Pares 

l OR DER APPROVING 
l INCREASED FARES 
l 

BEARD IN: Roa~ 207, Buncombe County courthouse, 

BEPCRE: 

Asheville, North Carolina, 
1Q71 

on September 29, 

Commissioner 
Commissioners 
Wells 

John w. !cDevitt, Presiding: and 
Plarvin P. 'ilooten and Rugh J\. 

A.PPEftllANCES: 

For the Applicant: 

Lawrence c. Stoker, Esq. 
Attorney at Lav 
409 Jackson Building 
Asheville, North Carolina 

'For the Commission Staff: 

~illiarn E. Anderson, Esq. 
Assistant Commission Attorney 
~orth Carolina Utilities Commission 
P. o. Box qg 1, Raleigh, North Carolina 

BY THE CC!11ISSION: This matter arose upon the filing with 
this Commission hy I.avrence c., stoker, d/b/a suburban coach 
Lines, P. o. Box "'1291, l't.sheville, North Carolina, of a 
tariff schedule proposing an increase in his bus passenger 
fares between Asheville and r1ars Hill, North Carolina, and 
points and pl~ces in between, said tariff publication being 
scheduled to become effective July 26, 1971, and designated 
as follows: 

La wrf'nce c.. Stoker, d/h/a Suburban coach Lines: 
Supplement No. 8 to l,ocal Passenger Tariff, 

11.c .. u.c. No. 1, 

and of a petition filed simultaneously with the named tariff 
schedule by T?etitiom'!r (Lawrence c .. Stoker, d/b/a Suburban 
Coach Line~l, for authority to make said fares effective 
July 26, 1971, =rnd offering justification in support of the 
aforel!lention~d tariff schedule. 
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Tbe following fares vere proposed: 

__ A.!!!!_ __ 

Woodfin 
Nev Bridge 
Stony Knob 
Wea vervi 1 le 
Stocksville 
Forks of: Ivy 
"ars Hill 

ONE-WAY ADUtT_FARES 

Asheville 
Woodfin 

JO 
40 30 
45 40 
45 45 
55 50 
75 65 
Bo 75 

Nev Bridge 

35 
40 
50 
60 
65 

Stony Knob 
Weaverville 

Stocksville 
Forks of Ivy 

35 
45 40 
50 45 40 
55 50 45 45 

The Commission, being of the opinion that the proposed 
increase in bus passenger fares, and practices in connection 
therev it h, a re matters a ffE!cting the public interest, 
concluded t.hat good and sufficient cause has not been shovn 
and that the tariff schedule hereinabove mentioned should be 
suspended, an investigation into and concerning same 
instituted and the matter assigned for hearing vitb view of 
determining whether said publication is just, reasonable and 
otherwise lawful. Accordingly, the tariff was suspended to 
and inciudinq December 31, 1971. 

The Appli:::ant was t"eguired to post notice in his buses, 
and to give notice on two (2) sepat"ate occasions of the 
time, place and µut"pose of •the heat"inq in this matter by the 
publication in a newspaper or newspapers of a notice in 
regard thereto, as set forth in Appendix I attached hereto 
and made a part hereof, having general circulation in 
involved areas of North Carolina, vith Said publication to 
be made not more than fifteen (15) nor less than ten (10) 
days pt"ior to the date of hearinq. 

At the public hearing the lpplicant offered into evidence 
an Affirlavit of Publication indicating that the requisite 
public notice was given in The Ashe!.illg titi~-fimg§ and 
by public displav of the proposed tat"iff in the Asheville 
Union Bus Station, the 11ars Hill Bus Station, the 
'WeaVEt"Ville Town Rall, and in the several buses. No one 
protested the proposed increases, either by letter or by 
appearance. 

The Applicant, ftr. Lavt"ence C. Stoker, testified that the 
tariff as it nov exists had been in effect- since 1965; that. 
unlike other carriers in the area and statewide, ~ars Hill­
Weaverville had no rate increases during that time to offset 
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rising costs of labor, fuel and taxes; that during his 
op@.ration the ccst of operation has been $43.37 per day and 
averaqP. rew~nue per day, for the l'lonth of July 25 through 
July 24 vas ~34,.5q, and for the period July 25 th~ough 
August 25 (after ceasing operations through 'iroo11'finl, 
revenue dropned to 1i28 .. 91 oer day, and from Auqust 25 to 
September 24, to t27.9R per day: that the cun consists of 
approximately 200 miles per day,, at <ipproximately 22 cents 
per mile; tbat t.he operating ratio is "well in excess of 
100 11 ~ that t.he proposed increase would amount to an a.verage 
revenu~ of $37.';5: t:hat the proposed increase vould -'i!TIOUnt. 
to a revenue chan1e !:rom] cents per mile to 4.1 cents per 
mile: that his nroposeti tariff is identical to the tariff of 
Trailvays from Asheville to J"lars Hill-Reaverville; and that 
since acquiring the Mars Hill-Weaverville operation he had 
printed no tickP.ts but had operated on a cash fare basis. 

Based 11pon the evidence adduced at the public hearing in 
this matter, tbe Coll'mission makes the· foll_owing 

FINDINGS OF FA.CT 

1. That tavrence c. Stoker, d/b/a Suburban Coach Lines 
is a publi::: utility within the jurisdiction of this 
commission in accordance with the North Carolina Public 
Utilities Act, including the setting of rates and charges 
for services rendered. 

2. That this Commission, by Order issued ~av 7, 1971, 
approved th~ acquisition by stoker of certain operating 
rigbt.s indicated in a certificate theretofore held by Mars 
Hill'-Weaverville Bus Line, Inc., said acquisition of 
operating rights ~eing particularly described in Docket No. 
B-13, Suh 22. 

3. That since the last rate increases in these 
proceedings were granted, the operators have experienced and 
continue to experience constant increases in their costs of 
ope1:ation -due to the increased costs of labor and fuel~ 

4. That the operating ratios presented in this matter 
are based on intr-astate revenues and expenses. 

5.. That the operation under prevailing rates has 
resulted in an operating ratio of 152%. 

6.. That upon taking judicial notice of the evidence 
pr-esi:nted in Docket No. B-1 3, Sub 20, which was an 
Application for new rights under G. s. 62-262, the 
Commission finds that there is at present a public need for 
the maintenance of adequate bas service in the area served 
by the Applicant's bus operation bet.ween Asheville and Macs 
Bill, North Carolina, and that the rates prevailing 
heretofore provide insufficient revenues to insure the 
maintenance of adequate bus service. 
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7. That the proposed rates vill allow 
motor passen~er operation from Asheville to 
produce revenues sufficient to result in an 
closer to 1 ()0 If;. 

287 

the Applicant's 
aars Hill to 

Operating ratio 

B. That the Applicant h"as not printed new tickets since 
beginning the operations involved in this Application, and 
that the public interest requiC'es that such tickets be 
printed .. 

Whereupon the Commission reaches the following 

CONCLUSIONS 

This commission is authorized and directed to prescribe 
just and reasonable rates and charges for the transportation 
of passengers and oroperty in intrastate commerce bV common 
carrier by motor vehicle,. In setting such rates under 
Section 62-146(q) of the General Statutes of North Carolina, 
this Commission is not to consider any elements of value of 
the property of a c::arrier, good will, earning powec oc the 
cectificr1te 11nder which the carrier is operating, but is to 
fix and approve rates 110n the basis of the operating ratios 
of such carriers, being the ratio of the operating expenses 
to the operating rev@nues, ••• 11 

Tn order to pre.!'-ierve adequate and efficient motor bus 
service within the state, it is essential that the Applicant 
have r@venu?.s sufficient to support the costs of opetation, 
maintenance, improvement and replacement of vehicles and 
facilities and to provide the Applicant an opportunity, with 
ad.equate anrl efficient operation, to derive a fair and 
reasonable profit. 

The nresent condition of the .a.pplicant's operations and 
operating ratios clearly indicates the need for additional 
revenues, if t.he A. pplicant is to contin11e to provide service 
to the puhlic without reduction in the quality of that 
service: it appears the economic pressures upon the 
Aoplicant' s oper::ttion compels tbe commission to allow the 
increase in f'ares proposed in this proceeding. The amount 
of th~ fare 'lnd rate increases proposed is reasonable, and 
will not result in any excessive return to the Applicant. 

The commission further concludes, ir. view of the complaint 
and investig:ttion proceedings in nocltet No. B-271, Sub 1 and 
Docket no. O- l3, Sub 21, that the tariff should be amended 
to delete a fare for bus service to Woodfin, inasmuch as it 
has been established in those pi:oceed.ings that the Applicant 
herein is not. 'lUthoriz@d t.o conduct operations to and 
throu~h Woodfin, North Carolina. 
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The Utilities Commission takes judicial notice of the 
President's F.xecutive Order No. 11627, entered on October 
15, 1q11, establishing Phase 2 of vage and price controls 
under the Economlc stabilization Act of 1970 beyond the 
original 90-aay period ending November 13, 1971, and the 
establishment. of the Price commission pursuant to said 
order, and the rules and regulations of the Price Commission 
published in Volume 36, No. 220, Federal Register, November 
13, 1971, ~noo.016, Jtegu!s.tea utilities, at p. 21,793, as 
amended in Volume 36, No. 222, Federal Register, November 
17, 1971, at p. 21,953. The Utilities commi5sion is further 
advertent to public statements of guidelines and policies of 
the Price Commission urging adherence to st.atea guidelines 
for price increasP.s, and concludes that the North Carolina 
rate procedure, the facts found in this proceeding, and the 
consideration thereof by the commission, fixes the fares in 
this procee1ing on the basis that they will provide no more 
than the minimum revenues necessary to assure continued and 
adequate service. The deficit return actually earned from 
the rates in effect immediately prior to the pric€ freeze on 
August 15, 1971 (which have been in effect since 1965), if 
continued without the fare increase approved here, would not 
be adequate to assure continued and adequate service, ana­
this Commission finds and so certifies that the increases 
are consistent with the criteria established by the Price 
Commission and the documentation for such findings are set 
out fully in the Findings of Pact and Conclusions herein, 
based on evidence in record of the public hearing herein, 
and the rat~ increase approved here is authorized solely on 
the basis that it is necessary in order to assure continued 
and adequate service to the public by the Applicant, 
considering the Applicant• s increased expenses, present 
operating ratio, and the purpose of the .Economic 
stabilization Act of 1970, as amended. 

This order is entered subject to the Applicant's 
compliance with -~11 requirements of the Price Commission for 
notice of such increase and subiect to such other rules and 
regulations of the ?.rice commission as may be app1icable. to 
such inccease. 

IT IS, 'l'HP.R~FOPE', ORDEtnm: 

1. That the Order of Suspension and Investigation ~D 

this docket, dated June 20, 1971, be, and the same .1.s 
hereby, vacated and set aside foe the purpose of allowing 
the suspended taciff schedules to become effective as 
modified reqardinq service to 'iloodfin, North Carolina, and 
as attached hereto as "Appendi:r. A." 

2. That the publication authorized hereby may be made on 
one (1) day's notice to the commission and to the public, 
but, in all other respects, shall comply vith the Rules and 
Regulations of the commission governing the construction, 
filing and posting of transportation tariff schedules. 
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3. That the A,;>plicant be, and is hereby, ordered to 
provide ~rinted tickets to be available at all stations and 
from the driver, said tickets to indicate the fares between 
various points and places in accordance vi th the tariff as 
approved herein, and as attached hereto as "Appendix A." 

ISSUED BY ORDE~ OF THE COftftISSIOH. 

This the 13th day of December, 1971. 

[SEAL) 

AND 

Rev Bridge 
Stony Knob 
Weaverville 
Stoc>::svi lle 
Forlcs of Ivy 
ftars Hill 

NORTH CAROLINA UTILITIES COftftISSION 
Katherine n. Pee1e, Chief Clerk 

DOCKHT NO. 8-13, SUB 22 
APPENDIX A 

ONE-WAY ADULT FAfi~~ 

BETVEEN 

Asheville 

40 
45 
45 
55 
75 
RS 

Nev Bridge 
Stony Knob 

35 
40 35 
50 45 
60 50 
65 55 

Vea.Verville 
Stocksville 

Forks of Ivy 

40 
45 40 
50 45 45 

DOCKET NO. B-105, SOB 29 

BEFORE THE NORTH CAROLINA UTILITIES COftRISSION 

In the !tatter of 
Suspension and In vest.iga t.ion of Proposed Increase 
in Bus Passenger Pares, charter coach Rates and 
Charges and Package Express Rates and Charges 

ORDEF 

BEA.RD IN: 

BEFOFE: 

The Commission Hearing Room, Ruffin Buildinq, 1 
West Morgan street, Raleigh, North Carolina, on 
!1arch 2q, 1971 

Chairman Harry T. 
commissioners John R. 
and Hugh A. Hells 

lfestc ott (Presiding) , 
!1cDevitt, l'Jiles H. Rhyne 
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APPEARANCES: 

For the Respondents: 

R. C. Howison; Jr. 
Joyner & Howison 
Attorneys at Law 
Wachovia Bank Building 
Raleigh, North Carolina 27602 
Appearing For: Carolina Scenic Stages 

Arch T. Allen 

Fort Bragg Coach Company 
Queen City Coach Company 
Smoky Mountain Stages 
Virginia Stage Lines, Inc. 

Allen, Steed & Pullen 
Attorneys at Law 
P.O. Box 2058, Raleigh, North Carolina 27602 
Appearing For: Carolina Coach Company 

Ralph McDonald & J. Ruffin Bailey 
Bailey, Dixon, Wooten & McDonald 
Attorneys at Law 
P. o. Box 2246, Raleigh, North Carolina 27602 
Appearing For: Greyhound Lines, Inc. 

David Ward, Jr. 
Ward, Tucker, Ward & Smith 
Attorneys at Law 
310 Broad Street 
New Bern, North Carolina 28560 
Appearing For: Seashore Transportation Company 

Clarenc~ H. Noah 
At;torney at Law 
1425 Park Drive 
Raleigh, North Carolina 27605 
Appearing For: Southern Coach Company 

For the Commission Staff: 

Maurice Horne 
Assistant Commission Attorney 
North Carolina Utilities Commission 
P.O. Box 991, Raleigh, North Carolina 27602 

No Protestants 

BY 'rHE COMNISSION: Garland L. Gordon, d/b/a AppalachiGl.n 
Coach Company (now Appalachian Coach Company, Incorporated); 
Carolina Coach Company; Carolina Scenic Stages; s. D. Small, 
d/b/a Central Busline of N. C.; Fort Bragg Coach Company; 
Gaston-Lincoln Transit, Inc.; Gre01ouncl Lines, Inc. (East); 
Piedmont Coach Lines, Inc.; Queen City Coach Company; R. H. 
Gauldin, d/b/a Safety Transit Lines; Seashore Transportation 
Company; Smoky Mountain Stages, Inc.; Southern Coach 
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company; Lavrenc~ c. Stoker, d/b/a suburban Coach Lines; 
Virginia Dare Transnortation Company, Inc.; Virginia Stage 
tine:s, rnc. i Wilkes Transportation Company, Inc., and 
National Bus Tr:i!:fic Association, Inc., Agent, for and on 
behalf of cert.ain of its member carriers, filed with the 
commission t.ariff schedules proposing for certain of the 
above named carriet'S an increase in bus passenger fares 
which now reflect 3. 5 an~/or 3. 85 cents per mile to 4. 1 
cents per mile and an increase in the minimum fare from 35 
and/or 40 cents to 45 cents, charter coach r:ates and charges 
by approximately 14.0%, and bus express rates and charges by 
approximately 82-t, both said tat:"iff filings scheduled to 
become ef:ective ,January 1,. 8,. anrl 15,. February 1,. and 
~arch 10, 1q11. The tariff schedules mentioned abOve were 
first filed bv Carolina Coach company; Carolina Scenic 
Stages: S .. D. Small,. d/b/a Central BUS Line of N. c.; 
Greyhound Lines, Inc.; R. ff .. Gauldin, d/b/a Safety Transit 
t,ines: Smokv r-tountain Stages, Inc.; Virginia Dare 
Transportation Company, Inc.; Virginia Stage Lines, Inc., 
and Nation:1.l Bus Traffic A.ssoci:ation, Inc .. , Agent,. and on 
December 16, 1970, the Commission being of the opinion that 
the saia tariff changes affected the rights and interest of 
the public, issued an order suspending the schedules,. 
institut~d an investigation into the justness and 
reasonableness thereof: declared the matter to be a general 
rate case, named carriers parties to said tariff filings 
respondents and assigned to those carriers the burden of 
proving said rates and charges to be ;ust,. reasonable and 
otherwise hwful.. The Order dated December 16,. 1970, 
assigned the matter for hearing on l"larch 24, 1971, in the 
Hearing Room of the Commission, Ruffin Building, Faleigh, 
North Carolina. Subsequent to this Order tariff sch~dules 
were filed with the commission by Queen City coach Company, 
Seashore Transportation Company,. Southern Coach Lines, 
proposing certain changes in passenger bus fares as 
hereinabove llescrihed ana. a Supplemental Order dated January 
13, 1971, issued. 

On Januarv 11',. 1971, the Commission issued an Order in 
this docket allowing ::1otion of Respondents filed JanuaI:'f 7,. 
1971, which waived the provisions of Commission Rules R1-17 
and F1-24 to t~e extent necessary to permit the written 
testimony ~nd exhibits of witnesses for bus carrier 
respondents to bP. filed not later than February 21, 1971. 

on January 27, 1971, the Commission issued further Order 
in this doclc~t allowing letter-petition by P .. J. Campbell,. 
Chairman, Nat.ional Bus Traffic Association, Inc., Agent, for 
authority to correct clerical errors by publishing only the 
current basinq faI:"es for account of involved carriers 
parties to its National Basing Fare Tariff No. A-100,. 
K.c .. o .. c. No.. 4, and making the revised pages to Section 38 
of said tariff not subjP.ct to suspension and invest.iqation 
in this docket. 
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Notice to the public was duly given as required by law and 
the rules of 'the Commission. Affidavits of publication were 
introduced into the record. 

'!'his matter came on for hearing as scheduled and 
respondents presented seven (7) witnesses, to wit: 
c. Walters·, H. Lester Creech, Aaron Cruise, R. c. 0 1 Bryan, 
C.H. Hall, John E. Adkins and G. V. McQuinn. The 
commission's Staff presented one witness, I. H. Hinton. No 
protestants appeared at the hearing. 

A number of the representatives of respondents testified 
relative to their operations and the increased cost for 
transporting passengers and express in North Carolina 
intrastate commerce since the last general increase 
authorized by the Commission. The witness, C. Walters·, 
System Revenue Auditor, Continental Trailways Company, 
presented testimony and exhibits for and on behalf of five 
(5) Carriers: Carolina Scenic Stages, Fort Bragg coach 
Company, Queen City Coach Company, Smoky Mountain Stages and 
Virginia Stage Lines, Inc., which tended to show that 
operating costs have greatly increased since the last 
increase in passenger fares, charter coach rates and charges 
and bus express rates and charges. The witness stated that 
for the year 1969, the operating ratio in North Carolina for 
Continental 'l'raih1ays companies before taxes was_ 99. 3% and 
after taxes 99.7~, and for the year 1970, it was 100.3% 
before taxes. He stated and his Exhibit No. 4 reflected 
that the operating revenues for sc3.id c_ompanies for the year 
1970 was .5994 cents per coach mile whereas operating 
cxvenses for this same period was .6013 cents per coach 
mile, or a loss of .0019 cents per mile. Witness Walters 
testified that the proposed increase accruing to the 
Continental 'l'railways companies would amount to $80-,628.55 
from passenger fare increases, $36,511.83 from charter party 
service, and $236,153.25 from p~ckage express rate 
increases, or a total of $353,293.53. The witness further 
testified that Continental Trailways companies expenses in 
the year 1970 represented an increase of. 36.44% over 1966, 
but that during this same period a fare adj·ustment equaling 
21% was effected, 11% in 1958, and 10% in 1970. 

The testimony of Mr. Walters further tends to show that 
for the year 1970, Continental Trailways companies operating 
ratio in North Carolina intrastate commerce Was 120. 1i, and 
that if the increases sought are approved, and giving 
consideration to the anticipated increases in expenses, he 
feels an operating ratio of 111.0% \·1ould result. Witness 
Walters stated he considered an operating ratio of 82. 0% to 
be satisfactory. 

Mr. Walters testified that three companies were selected 
for study during a test period, December 4, through 
December 15, 1970. The companies selected ship express 
packages regularly from Charlotte, North Carolina, Ford 
Mato r Company, City Chevrolet Company and Duke Power 
Company, and that for this period 53.6% of the shipments 



RUES 293 

were intrastate shipments and produced 30.9% of the revenue; 
that 46.4% of the shipments were interstate and produced 
69. 1% of the revenue; that these shippers.as vell as others 
pay a considerably different rate for their intersta'te 
shipments than their North Carolina intrastate shipments; 
that rates applying on Horth Carolina intrastate traffic are 
too low to pay for the services performed in handling said 
shipments, and that in his opinion both classes of shipments 
should be based on the same scale of rates. 

l'l'r. H. Lester Creech, Vice President. and Treasurer., 
Carolina coach company, offered testimony and exhibits 
tending to show that for the year 1970, his company's North 
Carolina intrastate operating ratio is 101.1ei after taxes. 
compared to 91.66% after taxes for system operationsi that 
operating costs have increased and continme to increase, and 
that if the rate increase sought is not approved, 
consideration must be given to reducing or discontinuing 
service on certain of its routes. 

Plr. Aaron cruise, Traffic Planager, Carolina coach company, 
offered testimony and exhibits tending to show that since 
Play, 1968. through December• 1970. his company• s costs of 
operation has increased 21.41; that the cost of purchasing a 
new bus (Silver Eagle) increased 15.51 during that same 
period; drivers• rate per mile increased 1'6.51. per hourly 
rate for drivers increased 17.61, and the semi-monthly 
guarantee increased 20.51. The increase in ~ost of gasoline 
was 10. 6%, tires 6. 71, vacation wages 24. 71 and employees' 
welfare expenses 36.91. His testimony further reflects that 
the proposed increase in fares, charter coach rates and 
charges, and express rates sought are the same as those now 
applicable on interstate traffic. Testimony by Plr. Cruise 
reflected that there are no conditions in the territory in 
vhich his company operat.es. both interstate and intrastate, 
to warrant different rates and charges being assessed fot: 
the transportation of persons or property in Roeth Carolina 
intrastate commerce than assessed on like traffic moving in 
interstate commerce. The vitness further testified that 
since 1958. his company bad received one general increase in 
fares, rates and charges applicable to North Carolina 
intrastate traffic, said increase of 10~ having become 
effective in 1968. 

?fr. R. c. 0 1 B ryan., Traffic Manager, Seashore 
Transportation Company, offered testimony and exhibits 
tenaing to show that his company's charter revenues for the 
year 1970, vere $68,059.9q, but that had the proposed 
charter rates been in effect during this period bis company 
revenues for that service would have been $77.817.98, or 
14.3, greateri that 56.71 of his charter party service 
involves North Carolina intrastate, and 53.31 involves 
interstate transportation. 

ftr. c .. 
Seashore 
exb ibi ts 

ff. Hall, Vice President and General Nanager. 
Transportation company. offered testimony and 
tending to show that his comp~ny operates in 
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seventeen Eastern North Carolina counties, beginning in 
Norlina near the Virginia line, thence to Rocky Mount, 
Pilson, Goldsboro, Raleigh, Wilmington, Jacksonville and 
Morehead city, vith Nev Bern serving as the central hub of 
the operation where his company maintains its central office 
and shops; that his company is the only public carrier 
serving a large oortion of t.hese eastern count.ies; that his 
company operates as an independent carriet"; that his company 
holds interstate authority from the Interstate commerce 
Commission to serve these same seventeen counties; that his 
interst~te operating rights do not authorize his company to 
cross the North Carolina State Line, but only authorizes his 
company to originate and/or terminate inte•rstate traffic in 
said territory. rris testimony reflects that his company is 
currently operating 36 buses; that cost per mile for 
performing Charter party service now exceeds his company's 
charter coach rate per mile; that terminal operating costs 
of his company have increased 1361 for the period 1959, 
through 1q70, excluding capital outlay and investment: that 
during the past six (6) years drivers• hourly pay has 
increased 38. 7%, excluding fringe benefits such as accident 
and hea 1th ins11rance, disability insurance and retirement; 
that driver labor cost per mile has increased from 10. 8 
cents per mile to 14.4 cents per mile during the past five 
(5) years, that for t.he year Hno, his company's operating 
ratio was q6.B4%, after taxes, and that his company will be 
unable to continue to render the service it is nov 
performing without the increase in rates herein sought. 

Mr. John E. Adkins, Vice President-Traffic, Greyhound 
Lines. East, offered testimony and exhibits tenaing to shov 
t,hat his company's costs of operation has increased within 
the past year and that additional revenues are needed to 
meet these increased costs in order for his company to 
continue to offer adequate transportation services and 
facilities to the traveling public. Nr. Adkins testified 
that his comp~ny seeks to limit the size of packages it 
handles, the number of pieces in lot shipments it transports 
and the veight per piece transported in package express 
service. The witness testified further that his company is 
not equipped to handle large, bulky, odd-shaped, oversized 
and heavier weight items; that the space for baggage and 
express on his company's vehicles is limited; that packages 
of excessive dimensions present real loading problems-, are 
difficult for one man to handle. and in many instances 
impossible to load if the bus bins are partially filled; 
tlia t lot shipments he limited to not more than five (5) 
pieces as it is not unusual to be tendered 20 to 25 pieces 
in a·single lot shipment, and that it is impossible many 
times to move that many pieces together in the same bus, 
thus causing delay, tracing and contributes to loss and 
added costs. ~r. Adkins testified that the proposed 
increase in rates and charges will raise same to the present 
interstate level and that his company can find no 
justification for charging a shipper less for handling 
intrastate shipments than for handling interstate shipD1ents 
of the same pounda·g~s for comparable distances. Further, 
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that bis company• s costs for handling express has increased 
with the volume by having to hire more employees, expand 
facilities, larger bus bins in the buses, but that the North 
Carolina rates have not kept pace vith these increases in 
cost. Th is includes the passenger fares and charter coach 
rates also. The witness testified that hiS company's system 
costs per bus mile for twelve (12) months ended September 
30, 1970, vas 78.07 cents, and that he anticipates these 
costs will increase to 81.11 cents per bus mile in 1972, 
that his present live mileage charter coach rates range from 
65 cents to AO cents per mile depending on the number of 
passengers transported; that his proposed rates will be from 
75 to 90 cents per mile depending upon the number of 
passengers transported, that the time charges would be 
increased proportionately, and that the deadhead mileage 
rate would be increased from 45 to 50 cents per mile per 
coach.. His testimony further reflected that it is needful 
for the carriers to have the same intrastate fare or rate 
level as they interline traffic with each other .. 

fllr. G. V. McQuinn, Internal Auditor, Greyhound Lines, 
East, offere1 testimony and exhibits tending to show that 
the revenues of Greyhound Lines, East, decreased $2,383,669 
for the year 1'1:}70,· over 1969; that for the year 1969, his 
company's operating ratio is shown as 91.32i after taxes and 
92.47'% after taxes for the year 1970; and that for the year 
1970, his ~ompany's North Carolina intrastate operating 
ratio vas 1oq.11)%,. His testimony shows that for the twelve 
(12) months ending September 30, 1970, his company's North 
Carolina passenger revenues amounted to $582,530, and vith ·a 
proposed 6 .. 5% increase in passenger fares he erpects 
addit.ional revenues in the amount of $37, 86Q therefrom: that 
for this same period charter revenues amounted to $115,411), 
and with the J?roposed 14.6% increase he expects additional 
revenues in the amount of $16,850; that during this same 
period it. received $198,766 from express shipments, and that 
from t.he proposed ROI increase in express rates his company 
expects to receive t1sq,01,3 in additional revenue. He 
further testified that his company anticipates increases in 
expenses in the amount of $213,727; that he expects net 
income from the increases to be $105,9?.0 and that his 
company's North Carolina intrastate operating ratio is 
anticipated to be 94.A1% before taxes if the proposed 
increases are permitted to become effective, and that the 
increases as sought are essential in order for his company 
to maintain a reasonable and efficient service. 

The Commission Staff presented one witness in the person 
of r. H. Hinton. certain exhibits, which are of record, 
vere presented by this witness as well as testimony 
pertaining thereto. 

The filing of briefs was waived by all parties of cecord. 
Upon consideration of the testimony and evidence adduced in 
this proceeding and the official record herein, the 
Commission makes the following 
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FINDINGS OP FACT 

1. The respondents ,operate intrastate 
service and are subject to the jurisdiction 
Carolina Utilities Commission .. 

bus passenger 
of the North 

2.. That present bus passenger fares of Carolina Scenic 
Stages, Greyh0uni1 1,ines, Inc. (East), Queen City Coach 
Company, smoky ~ountain Stages and Virginia Stage Lines, 
Inc., were fixed at 3.85 cents per mile by Order of the 
Commission in Docket No. B-105, Sub 23, dated .January 29, 
1970. The present bus passenger fares of the other bus 
passenger carriers respondents herein vere fixed at 3. 5 
cents per mile by Order of the Commission in Docket No. 
B-105, sub 21, dated August 16, 1968~ ~11 of the 
respondents herein with the exception of Garland L. Gordon, 
a/b/a Appalachian Coach Company, Port Bragg Coach company 
(in part), Gaston-LinColn Transit, Inc., Piedmont coach 
Lines, Tnc.. and Wilkes Transportation Company, Inc., are 
seeking approval of bus passenger fares reflecting 4.1 cents 
per mile, increased vhere necessary to end in "0" or "5" 
vith a minimum fare of 45 cents. 

3. 
Scenic 
Coach 
Lines, 
cents. 

The present minimum bus 
Stages, Greyhound Lines, 
Company, smoky Mountain 
Inc., is 40 cents and for 

passenger fare of Carolina 
Inc.. (East) , Queen City 
Stages and Virginia Stage 

the other respondents, 35 

Q,. Ten of the Pespondents herein are proposing certain 
increases in their charter coach rates and charges depending 
on the seating capacities of the coach .. Certain of these 
carriers are seeking charter rates ranging from 65 cerits per 
live mile for coaches with seating capacities of 38 or less 
to 70 cents per live mile per coach for those vith seating 
capacities of 39-41.. Certain other carriers, respondents 
berein, are seeking increases in rates vhich will result in 
rates ranging from 75 cents per live mile per coach vith 
seating capaciti,es of 38 or less to 90 cents per live mill;! 
per coach with seating capacities of 44-46.. Rate per 
aeadhead mile is increased from 45 to 50 cents per mile per 
coach. Rourly rates and maximum 24 hour period rates and 
charges are also increased. 

5.. Respondents further propose to increase their bus 
package express rates approximately 821 .. 

6. Greyhound Lines, Inc. (East), further seeks to amend 
certain of its rules and practices regarding the veight, 
size, storage and handling of certain of its bus express 
ship!!ents .. 

7. The last general increase in bus passenger fares for 
account of Carolina scenic Stages, Greyhound Lines, Inc. 
(East), Queen city Coach Company, Smoky l!ountain Stages and 
Virginia Stage Lines, Inc., was granted by the commission in 
1970, in Docket Ro. B-105• Sob 23, and for the other 
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Respondents as well as those hereinabove named a general 
increase in bus passenger fares, chart.er coach rates and 
charges, and bus express rates and charges vas authorized by 
tlle Commission in 1968, in Docket No. B-105, Sub 21. That 
since the last rate increases in these proceedings vere 
granted, r?esponaents have experienced and continue to 
experience constant incTI:!ases in their costs of operation 
due t.o the increased costs of labor, equipment, fuel, 
repairs and parts, station rental and upkeep and-taxes. 

B. That Respondents have experienced and continue to 
experience from year to year increased operating ratios and 
diminishing returns on their investments as a result of the 
factors set forth in Findings of Fact No. 7. 

9. That the operating ratios presented in this matter 
are based on a separation of intrastate and interstate 
revenues and expenses, and shOv generally, lover system-vide 
operating ratios when compared to the intrastate ratios; 
that the operating ratios for intrastate operations are 
higher than will allow a sufficient profit for continued 
service; that the separations evidence in this case did not 
establish such separations vith mathematical exactitude, but 
the same did 11pproximate the ratable proportion of their 
movements in intrastate tr.a ffic, vb ich, when taken with 
other facts and circumstances with respect thereto, -is of a 
sufficient probative force to make the findings herein as 
required by statute. 

10. In order to preserve adequate and efficient motor bus 
service within the State, it is essential that Respondents 
have revenues sufficient to support their costs of 
operation, '11.aintenance, improvement and replacement of 
vehicles and facilities and to provide Respondents with a 
fair and reasonable profit on their operations. 

11. That the proposed increases in passenger fares, 
charter coach rates and charges, package express rates and 
charges and the proposed changes in the rules and practices 
for handling package express appear to the commission, after 
due consideration of all of the evidence, to be just, 
reasonable and otherwise lawful. 

Based upon the record 
enumerated Findings of Fact, 
fol lovs 

in this proceeding and the above 
the commission concludes as 

CONCLUSIONS 

1. G. s. 62-142(h) requires this commission to give due 
consider&tion among other factors to the effect of rates 
upoo movement of traffic by the carrier or carriers for 
vhich ratP.s arP. prescribed to the need in the public 
intErest of adequate and sufficient transportation service 
by such carriers at the lowest cost consistent with the 
furnishing . of such service and to the need of revenues 
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sufficient to enable such carriers under 
efficient management to provide said service. 

honest and 

2. That the formula and method used in making the 
separations and allocations in this case do not reflect to a 
certainty, accurate results, and ve advise and enjoin the 
respond·ents to continue their efforts for improvement in 
this area. However, ve do conclude that the evidence 
relates passenger mile and bus miles and re\lenues to 
operating expenses to an extent sufficient to demonstrate 
that respondent's intrastate operations do not produce 
sufficient revenues to provide a fair return and reasonable 
operating ratios. 

3. That Respondents have 
increases in their fares, rates, 
their tariffs. 

justified the proposed 
Charqes and chaDges in 

4. That t_he present condition of the Respondents 
operations and their operatinq ratios clearly indicate the 
need for =1dditional revenues, if Respondents are to continue 
to provide service. to the public without reduction in the 
quality of that service; that it appears the economic 
pressures upon the Respondents compel t-he Commission to 
allow t.be increased fares, rates, charges and changes 
proposed in this proceeding. The amount of the fare and 
rate increases proposed is-reasonable, and will not result 
in any excessive return to the Respondent carriers. 

IT IS, THERF.FOPE, O~DERED: 

1.. That. the order of Suspension and Investigation in 
t:his docket, dated December 16, 1970, as supplemented and 
Modified on January 13, and 1ij, 1971, be, and the same is 
hereby vacated and set aside for the purpose of allowing the 
suspended tariff schedules to become effective .. 

2. That the publication authorized hereby may be made on 
one (1) day's notice to the commission and to the public, 
but, in all other respects, shall comply with the Rules and 
Regulations of the Commission governing the construction. 
filing and p'lsting of transportation tariff schedules. 

3. That upon the publication hereby authorized having 
heen made, the investigation in this matter be discontinued, 
and same is considered as discontinued and the docket 
closed. 

ISSUED AY n~DEP OP THE COMMISSION. 

This the 2?.nd ~ay of April, 1971. 

(SEAL) 

NORTH C~ROLINA UTILITIES COMHISSION 
Katherine~- Peele, Chief Clerk 
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Doct.et. No. B-105, Sub 29 

WEI.LS, COM'!1IS~IONP.R, DISSENTING. This record presents 
evidence which inclines me to believe that some rate reliP.f 
is needed by the Resnondent carriers, but the evidence does 
not convince me that the specific increases sought vill 
result in ;ust and reasonable rates. 

The Respondents were able to 
that their ooeratinq ratios 11et"e 
is inadequate to enable the 
reasons therefor. 

make out a Qtim~ ~i~ case 
inadequate, but the record 
Commission to determine the 

There was no investigation by the commission into 
operating practices or operating efficiencies; no effort to 
determine whether poor operating ratios may be i:elated to 
lov loa<1 factors or unprofitable routes, poor service, or 
carrier failure to nromote or encourage full use of 
facilities. NeitheL did the carriers offer evidence in this 
respect. BV and larqe they simply stated that their 
operations were costing t.hem more money and that .income was 
not keeping up with expenses. 

The Respondents constantly emphasized their conviction 
that Nort.h Carolina intrastate rates should equate 
interstate rates set by the Interstate Commerce Commission, 
and the majority order gives credence to this position. The 
fact that the Interstate Commerce commission bas set ot 
allowed any rate at any level does not convince me of the 
validity, justness or reasonableness of such rates. Neither 
the carriers nor this Commission has developed any precise 
method of determining intrastate - interstate revenue and 
expense separations. The methods used, as reflected in this 
record, result in little more than an educated guess and do 
not provide an adequate basis for sound fact-finding in this 
aspEct of motor carrier rate proceedings. 

The 02,, increase in package express rates is exorbitant on 
its face .. No well managed public 11tility, be it a motor 
carrier or otherwise, should ever find itself in the 
position of having to raise any general class of rates by 
82~ at anv one time. 

The problem in these cases is that the commission simply 
reacts to whatever the carriers present, with little or no 
effort by the Commission to search out viable alternatives 
to higher and higher rates .. We simply accept inflationary 
pressures on the carriers, give them higher rates, which in 
turn engender hiqher prices; and the inflationary spiral 
continues upward. Perhaps there are no reasonable 
alternatives.. But ve don't fil!.Q.! whet.her there are or not. 
All ve have is the carriers• word, and it appears that the 
time bas come vhen we ought to require 11.ore than this. 

Tbe Commission needs to institute an on-going program of 
surveillance of rates, routes and services of the motor 
carrier industry in t:his State, so that the Commission, vi l l 
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have its own built-in capacit.y to exercise a really 
effective degree of expertise in these areas of regulation. 
The commission has an opportunity to contribute to the 
transportation needs of North Carolina by expanding its 
activities and efforts in this direction, and could be of 
great assistance to the carriers themselves as vell as to 
the shipping, rece1.v1.ng and traTeling public in this 
respect. What ve are nov doing is not euougb for us to be 
certain that our duty to the public or the industry is being 
energetically and adequately discharged. 

Hugh A. Wells, Commissioner 

DOCKET NO. B-272, SOB q 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the ~atter of 
Appalachian coach Company, Incorporated, 201 
N. ,Jefferson Street, Gala:r, Virginia - Applica­
tion for approval of transfer of common carrier 
certificate No. B-272 from Garland L. Goidon, 
d/b/a Appalachian Coach Company to lppalachian 
coach company, Incorporated 

) ORDER 
) APPROVING 
) TRARSPER 
J 
) 
) 

By application filed vi th the Commission on P!arch 19, 
1971, authority is sought to transfer certificate No. B-272, 
together with the operating rights contained therein, from 
Garland L. Gordon, d/b/a Appalachian Coach company, 
Transferor, to Appalachian Coach company, Yncorporated, 
Transferee. 

It appears from the application and the records of the 
Commission that the corporation, Appalachian Coach Company, 
Incorporated, vas organized under the laws of the State of 
Virginia; that the principal managing officers of said 
corporation are Garland t.. Gordon, Catherine C. Gordon and 
Horace Sutherland, all of Galax, Virginia; that the transfer 
vill not result in any change in operation or management of 
the business: that there are no debts or claims of the 
nature specified in G. s. 62-111 against Transferor; that 
continuous service under Certificate No. B-272 has been 
offereii to the public up to the date of the application 
herein and that Transferee corporation is qualified 
financiaily and otherwise to meet such reasonable demands as 
the business may require. 

Upon consideration thereof, the commission 
opinion .and finds that said application should be 

IT IS, THEREFORE, ORDERED: 

is of the 
approved. 

(1) That the transfer of Certificate No. B-272, together 
vith the operating rights described in ~xhibit A. hereto 
attached and made a part hereof, from Garland L. Gordon, 
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d/b/a Apoalachian Coach co■pany to Appalachian Coach 
Co■ pany. Incorporated, be, and the sa ■e is, hereby approved. 

(2) That Appalachian Coach Company, Incorporated, file 
with the Commission appropriate evidence of insurance, 
tariffs, lists of equipment, designation of process agent 
and otherwise co ■ply with the rules and regulations of the 
Co■■ission and institute operations under the authority 
herein acquired, within thirty (30) days fro■ the date of 
this Order. 

BY ORDER OP THE CO~l!ISSIO!I. 

"'his the 24th d ay of !!arch, 1971. 

(SEU) 

NORTH CIIBOLIIIA UTILITIES COl!!HSSION 
!';atherine I!. Peele, Chief Clerk 

Appalachian Coach Company, 
I.IU:~noratedL__gl~.!...a_!irnni~ 

RIRIBIT A 

!!If! I l!IT A 

(11 To transport passengers, baggage, ■ail and 
express over the following rontes serving 
all intermediate points e•cept as to such 
restrictions as are indicated in the route 
description. 

(21 1. Pro■ Jefferson <ner If. C. Highway 88 
to Laurel Springs: fro■ Laurel 
Springs over M.c. Highway 18 via 
Sparta to the 11.c. Ya. State Line. 

2. Fro■ Jefferson to West Jefferson over 
u.s. 221. 

3. From West Jefferson, !f.C., to Boone, 
N.C., over U.S. Highway 221 to Deep 
Gap, ll.C. (intersection of u.s. 
Highway 221 and U.S. Highway 421) 
thence over U.S. Highway 1121 to 
Boone, North Carolina, and return 
over the sa■e route. 

Pef: order dated June 6, 1968, in 
Docket !lo. B-272, Sub 1. 
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DOCKE'l' NO. B-13, SirB 20 
DOCKET NO. B-13, SOB 21 
DOCKET NO. B-5, SOB 4 

BEFORE THP. NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Docket No. B-13, sub 20 ) 

Application of Lawrence c. Stoker, d/b/a ) 
Suburban Coach Lines, P. o. Box 7291, 11.sheville, ) 
North Carolina ) 

Docket No. B-13, Sub 21 
Proposed Transfer from Mars Hill-Weaverville Bus 
~ine, Inc., to Lawrence C. Stoker, d/b/a 
suburban Coach Lines, of ftotor Passenger Opera­
ting Rights contained in Passenger Common 
carrier Certificate No. B-54 

Docket No. B-5, Sub 4 
Application of Thomas Ralph Young, d/b/a 
Asheville-Elk Mountain Bus tine, 943 Riverside 
Drive, Asheville, North Carolina 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

ORDER 
APPROVING 
TRANSFER 
OF 
OPERA.TING 
RIGHTS, 
IN PART 

HEARD IH: 'l'he Buncombe county Courthouse, Asheville, 
North Carolina, on January 28, 1971, at 9 :00 
A.~-

BEFORE: 

APPEARANCES: 

Commissioners .John W. !!cDevitt. (Presiding), 
ftarvin R. ~oot.en and Miles R. Rhyne 

E. L. Loftin 
Loft.in & Loftin 
Attorneys.at Lav 
Gennett. Building 
Asheville, North Carolina 
For: Lavrence C. Stoket, d/b/a Suburban 

Coach Lines 
ftars Hill-Weaverville Bus Line 

s • .J. Crow 
Gudger, Ervin & Crow 
Attorneys at Lav 
P. o. Box 70-36, Asheville, North caro1ina 28807 
For: Thomas Ralph Young, d/b/a Asheville-Elk 

Hountain Bus Line 

William c. Moore 
Pat.la, Straus, Robinson & !oore 
Attorneys at Lav 
Asheville, North Carolina 
For: Asheville Transit Authority 
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Rilliam Anderson 
Assistant commission Attorney 
P. o. Boy 991, Raleigh, North Carolina 
For: North Carolina Utilities commission Staff 

BY TRE COft~ISSION: Between the date 9 October 1970, at 
vhich time the operating rights of nars Hill-Weaverville Bus 
Line, Inc., hereinafter also styled "PIA.RS RILL-WEAVERVILLE", 
vere suspended by commission Order, in Docket Ho. e-sq, 
sub 4, and the time for public hearing of this matter, a 
number of applications and interventions were filed by 
Lavrence c. Stoker,. d/b/a Suburban coach Lines, hereinafter 
also styled "STOKER", and Thomas Ralph Young, d/b/a 
Asheville F.lk-~ountain eus Line, hereinafter also styled 
"YOUNG", regarding the acquisition by one of those parties 
of all or part of the operating rights of ftars Hill­
Weaverville Bus Line, Inc.. At the time the matter came on 
for hearing, the parties were in the following posture: 
STOKER sought nev rights which consisted of the operating 
rights of ~ARS HILL-WEAVERVILLE, vith the exception that the 
Craggy run v~s deleted from his application for nev rights~ 
alternatively, STOKER sought com.mission approval of a 
transfer of the operating rights from ~ARS HILL-WEAVERVILLE, 
pursuant to a contract by which STOKE'B vould pay rn.Rs HILL­
WEAVERVILLE 1:5,000 for those rights: YOUNG sought as nev 
operating authority the routes vhich vere previously granted 
to "ARS HILL-WEAVERVILLE but suspended by Commission Order 
of q October 1q10 .. 

The evidence tends to shov that STOKER is at the present 
time engaged in the transportation of passengers in Buncombe 
County and other counties under a franchise certificate 
issued by the North Carolina Utilities Commission; that he 
is an experienced operator; that he is financially able and 
can furnish equipment adequate to haul passengers for hire 
on the routes which are the subiect of this proceeding: that 
on 30 Novemher 1970, STOKER entered into a contract to 
purchase the operating rights of ft~P.S HILL-WEAVERVILLE for 
$5.000, and that he purchased three additional buses that 
heretofore vere the property of l'tARS RILL-WEAVERVILLE, and 
that he is experienced and financially able to provide 
service on a continuing llasis. 

The evidence further tends to shov that YOUNG is at the 
present time engaged in the transportation of passengers in 
Buncombe county and other counties under a franchise 
certificate issued by the Noi:th Carolina Utilities 
Commission-; that he is financially able to furnish equipment 
adequate to haul passengers for hire on the routes vhich are 
the subject of the proceeding and that YOUNG has been 
performing service heretofore performed by l'tAFS BILL­
WEAVRRVILLR pursuant to emergency opecating authority 
granted to YOUNG on 9 October 1970, by the North Carolina 
Utilities Commission. 

The evidence further tends to shov that the operating 
rights heretofore granted to MARS HILL-WEAVERVIt.LE and to 
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YOUNG are such that service on the craggy run amounts to 
dual operation and direct competition over the total run of 
approximately 9 miles one way, and that such dual service 
vill not support 2 competing carriers. 

In YOTING's Motion to Intervene in the proposed 
from RABS HTLL-YEAVERVILLE to STOKER, Docket B-13, 
it. vas praye'.l that: 

transfer 
sub 21, 

"the !'lacs Hill-Weaverville Bus Line, Inc., in 
compliance vith G.S. of N.C. 62-111 (C, be required to 
file vith the commission prior to said hearing a 
statement under oath of all debts and claims against 
said corporation of which said corporation has any 
knowledge or notice." 

In its order Allowing Intervention, the Com.mission 
established that G.s. 62-111(b). rather than subsection (c), 
qoverns the transfer of operating rights as regards motor 
carriers of passengers and that STOKER. as the proposed 
successor carrier must, in order to comply vith G.S. 62-
111 (b): 

" ••• satisfy the Commission that the operating debts 
and obligations of the seller, assignor. pledgor, 
lessor or transferor, including taxes due the State 
of Nortb Carolina or any political subdivision 
thereof are paid or the payment thereof is adequately 
secure!'\." 

Accordingly, STOKER offered evidence tending to establish 
the nature and magnitude of such debts and the securitv 
therefor, at. t.he hearing and by a Late Exhibit filed otl 
5 February 1971, including a verified appraisal valuing the 
garage buiHing and tiuilding site owned by ftARS HILL­
VEAVERVILLE and located in Weaverville, North Carolina, as 
substanti~llv in excess of the ad valorem taxes due. 

Based upon the verified applications and the evidence 
adduced at the hearing, the commission makes the following 

FINDINGS OF F ~CT 

1. That both STOKF:R. d/b/a Suburban Coach Line, and 
YOU NG, d/b/a Asheville-Elk l'!ountain Bus Line. are motor 
ca rr1.ers of passengers. duly certificated under the 
jurisdiction of this commission. 

2. The onerating rights heretofore granted to Kars Hill­
Weaverville eus Line, Inc., in Certificate No. B-54 vere 
suspended hy oraer of the Commission dated 9 October 1970; 
service under said franchise was continuously offered to the 
public up to the time of said suspension; the franchise has 
not been abandoned, dormant or revoked. 

3. The proposed transferee, STOKER, has experience as a 
certificated carrier of passengers vhich establishes that he 
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is fit, 11illin3" and able to perform such service to the 
public un~er the franchise. 

~- The proposed transferor, Rars Hill-Weaverville Bus 
Line, Inc., proposes that the known debts and obligations of 
the seller a re to be "de.ducted and paid from the purchase 
price by tbe purchaser or as directed by the North Carolina 
Utilities Commission". Those debts and obligations are as 
follows: 

Parkland Chevrolet, Asheville, N. c. 
Genuine Parts co., Asheville, N. C. 
Tate•s Battery, Asheville, N. c. 
R. T. Clapp, Asheville, N. C. 
Battery & Ignition, Asheville, N. c. 
Carolina Bus Sales, Asheville, N. C. 
Liberty Tire co., Asheville, N. c. 
North Carolina gasoline gross receipts 

tax due 

$296.10 
101.35 

9.36 
67.66 
24. 82 
63.00 

335. 94 

136. 27 

5. The ~Q !~1~ taies on the realty of ftars Bill­
Weaverville Bus Line, Inc •• Inc •• due Buncombe county, is in 
the amount of $6,000.25, and the~~ ?~!.Qf~! taxes doe the 
Tovn of Weaverville is in the amount of $2.965. 91. The fair 
market value of said realty is approximately !17,DOO, 
constitutinq adequate security for the payment of such 
taxes. 

6. The dual service heretofore authorized by this 
co~mission in the certificates granted to "ars Hill­
Weaverville Bus Line, Inc., and YOONG, have resulted in a 
situation sn::h that the Craggy run vill not support the 
transportation operations of 2 competing carriers. 

WHEREUPON the Commission reaches the following 

CONCLUSIONS 

When these three dockets vere consolidated for hearing, 
there were several-factors upon vhich there vas little 
controversy. It vas generally understood by all parties 
that PIA'RS HILL-WEA.VERVILLE has offered service to the public 
on the routes of its franchise up until approximately the 
time of suspension of such operating authority by commission 
order. Since that time YOUNG. under emergency operating 
authority granted by the Commission. offered to the public 
all service set out in the ~ARS RILL-WEAVERVILLE franchise, 
except for the craggy run and continued to offer service to 
the public on the Craggy run in accordance vith his ovn 
franchise. Neither STOKER nor YOUNG seriously contested the 
fitness of the other to proYide passenqer motor carrier 
transportation service. Through the use of public 
witnesses, there vas the shoving of public need vhich would 
be CE:qUired if a new franchise vere to be granted under the 
provisions of G.S. 62-262. 
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There is no evidence which establishes that the franchise 
held by ~ars Rill-Weaverville Bus Line, Tnc., has been 
abandoned or has become dormant; the franchise has not been 
revoked. The question then is n3.rroved to determining 
whether the propose~ transfer of the operating rights to 
STOKER is in compliance with the mandates of G.S. 62-111, 
particularly subsections {b) and (eJ.. We conclude that the 
evidence establishes that the operating debts and 
obligations of the seller which are heretofore unpaid, as 
set out in Finding of Fact No. 5 above, will be paid befoce 
the effective date of the transfer and that the remaining 
obligations of the transferor ace adequately secured by the 
transferor's real property. 

we conclude that the com.petition vbich has resulted from 
certificates heretofore issued bas proven to be destructive 
comnetition and for such reason the continuation of dual 
authority on the craggy run is not in the public interest .. 
As t.o the other operating rights contained in MARS RILL­
WEAVERVILLE's Certificate No. B-54, we conclude that the 
transfer is in the public interest, will not adversely 
affect tbe service to the public under said franchise, will 
not unlawfully affect the service to the public by other 
public utilities, that the evidence establishes that STOKER 
is fit, willing and able to perform such service to the 
public under the franchise and that service under the 
franchise has been continuously offered to the public up- to 
the time of the suspension of said franchise. Accordingly, 
the transfer should be approved .. 

IT.IS, THEREFORE, ORDERED: 

1. That 
autliorb:ed to 
coach Lines 
authority set 

Mars Hill-Vea Verville Bus Line, Inc., 
sell, and Lawrence c. Stoker, d/b/a 
is hereby authorized to buy, the 
out in Exhibit ""-" attached hereto. 

is hereby 
suburban 

operating 

2.. Hars Hill-Weaverville Bus Line, Inc., and Lawrence c .. 
Stoker, d/b/a Suburban Coach Lines are hereby authorized to 
effectuate the transfer in accordance vith the contract 
bet~een those two parties and in a manner not inconsistent 
vith this Order. 

3. That the operating authority heretofore granted to 
Mars Hill-Weaverville Bus Line, Tnc..., in certificate No .. 
B-54 which, in accordance- with this Order, will not be 
transferred 'to Lawrence c. stoker, d/b/a suburban coach 
J,ineS, is hereby cancelea. 

q. That the transfer herein authorized will become 
effective only upon the date of the transferor's filing vith 
this Commission a verified statement that the known 
obligations and debts as set out lierein have been paid. 

5. That the application of Lawrence c. Stoker, d/b/a 
Suburban coach Lines for new operating authority in Docket 
No. B-13, sub :Zo., is hereby denied .. 
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6. That the application of Ralph T. 
in Docket No. 
hereby denied. 

Young, a/b/a 
B-5, Sub 4, Asheville-Elk ftountain Bus Line 

for nev operating authority, is 

ISSUED BY ORDER OF THE conerssron. 

This the 7th day of nay, 1971. 

(SRAI) 

NORTH CAROLINA UTILITIES CON~ISSION 
Anne L. olive, Deputy Clerk 

APPRNDIX "A" 

Operating Rights for Which Transfer from 
Mars Hill-Yeaverville Bus Lines, Inc., to 

Lawrence c. Stolt.er, d/b/a subnrban Coach Lines 
is Authorized in Docket No. B-13, Sub 21 

Lawrence c. stoker, d/b/a 
Suburban Coach Lines 
Asheville, North Carolina 

Certificate No. B-13 

EXHIBIT A 

1. 

2. 

To transport passengers, -baggage, mail and 
express over the fol_loving routes serving 
all intermediate points except as to such 
restrictions as may be indicated in the 
route description. 

From Asheville Onion Bus Station over such 
streets in the corporate limits of 
A.sbev•ille as the city authorities may 
direct, to U.S. Highways Nos. 19 and 23; 
thence over said highways via Weaverville 
and Stock.sville to the intersection of the 
highway leading to f'!ars Hill; thence over 
said ~ars Bill Highway to Mars Hill. 

From Beech over the Reams Creek Road to 
WP.averville, thence to Asheville over u.s. 
Highway 19, limited to passengers 
originating in or destined to the 
community along the Reams CreP.k. Road 
between Beech and Reaverville vith the 
right to transport such passengers to and 
from Asheville and intermediate points 
along U.S. Highway 19 between Asheville 
and Weaverville. 
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DOCKE~ NO. T-1341r SOB 4 

BEFOFE 'T'HE NORTH CAROLI-NA UTILITIES COl!l'IISSION 

In the ~atter of 
Application of Sam F.llerr d/b/a Sam D. Eller 
"otor carrier, Box ~, Sparta Road, North 
Wilkesboro, Worth carolina, for Additi~nal 
Authority to Trarisport Mobile Homes 

) ORDER 
) GRANTING 
) ADDITIONn 
) AUTHJRITT 

HEARD TN: The Commission's Rearing Room, Ruffin Buildinq, 
1 West norgan Street, Raleigh, North Carolina, 
on Wednesday., January 6, 1971, at 2: 00 P .. ri. 

BEFORE: Commissioners John v. ncDevitt, ftiles H. Rhyne 
and ('llarvin R. Wooten (Presiding) 

APPEARANCES: 

For the ~pplicant: 

Eric Davis 
Attorney at. Lav 
P .. o. Box 426 
North llilkesboro, North carolinii 28659 

No Protestants 

WOOTEN, COl"H!ISSIONER: Application was filed in this 
matter by Sam Eller, d/b/a Sam D. Eller l!otor Carrier, 
BoX A, Sparta Roac'I, North Wilkesboro, North Carolina, on 
November 18, 1g70, seeking irregular route common carrier 
authoritv to transport Group 21, other Specific Commodities, 
to vit~ mobile hoffes, in the territory described as between 
all points an1 places within Caldwell county, from all 
points and places in Caldwell County to all points and 
places in North Carolina, and fro~ all points and places in 
North Carolina to all points and places in Caldwell county, 
in addition to the counties for which applicant currently 
holds a certificate. 

Notice of the application, vith a description of the 
authority apolied for, setting the matter for hearing at the 
captioned time and place vas given in the Commission's 
calendar of Hearings issu?.d on December 1, 1q10. No 
protests vere filed prior to the hearing and no one appeared 
at the hearing in opposition to the application herein. 

The applicant. testified in his own behalf and offered 
evidence by vay of a,ffidavit, late filed, of Robert Dowell. 
Both the Affiant, Robert Dovell, and the Applicant, Sam 
Eller, testified that there is a great need for an 
additional mobile home mover in the territory applied for 
within North Carolina; that the applicant ovns and operates 
mobile home moving equipment in connection vith other common 
carrier authorit.y grante~ to him by this Commission; that 
the applicant vill acquire additional equipment if necessary 
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to meet the dPman~s and needs of the public if this 
aut.hority is granted; that there has been a tremendou.s 
growth in the number of mobile homes sold, used and moved 
within the counties here involved, and to and from said 
counties: that the re is a itefin ite public need for short­
hau 1 mobile homP. mover authority within Caldwell County; 
that there are no terminals in Caldwell county for the 
movement of mohile homes; and that the applicant has the 
finances, equipment and experience to move mobile homes in 
the territorv requested as an irregular route common carrier 
on a continuing basis. 

From the evir!ence offered, a portion of which is set out 
above, the Commission makes the following 

FINDINGS OP FACT 

, . 
o tt ain 
homes, 

That the applicant ovns and/or 
the necessary equipment for the 
as specified. 

has the finances to 
movement of mobile 

2. That the applicant is experienced in the ~ovement of 
~ohile homes an~ in the use of equipment for the hauling 
thereof for which authorization is here sought. 

3. Th'l t-. the applicant is now engaged in the movement of 
mobile homes within and hetveen several counties adjoining 
Caldvell County. 

4. That the applicant is fit, 
and otherwise qualified and able 
adequate service as proposed in 
continue such service as long as the 

villing and financially 
to properly perform 

the application and to 
need therefor erists. 

5. That oublic 
service of apPlicant 
house trailers, as 
existing authori~ed 

convenience and necessity requires the 
for the hauling of mobile homes or 
applied for, in addition to other 

transportation service. 

CONCLUSIONS 

1. It aopears from the evidence that the need for 
transporting.dr hauling mobile homes or house trailers, as 
specified, is substantial and vill probably increase: that 
to move such trailers from one place to another requires the 
use of equioment specifically designed and modified for the 
purpose and ;,.lso rf'tTUires that the operators be trained in 
their work; that the applicant, vith his equipment and with 
his helpers or emnloyees, is qualified to render this 
service ana to contribute materially to public need and to 
the safety of traffic upon the highways. 

2. Tn view of the evidence and the law applicable, the 
Commission concludes that the applicant has sa tisfie!\ the 
burden of proof required by statute and that the 
application, as specified herein, should be granted. 
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3. The t:esti roony leads to the conclusions that there is 
consider;,,hle .-mov@ml?!nt of mohile hooes ant\ th~t there is no 
adequate service for transportation availahle in the area 
for which authority is here sought; that the very nature of 
mobile homes intlicates, for the most part, that thP same is 
subject to and will he, from timP. to time, moved from place 
to place, and that its owner-occupant may very well want to 
move from one end of the State to the other, from the 
mountains to the seashore, from the Virginia line to the 
South Carolina line; and that such persons should not be 
required to seek out or wait for a distant authorized 
s~rvice, but should lie able to use a service readily and 
locally availahle. 

4.. In vie~ of the applicahle law in this case and the 
presented, the commission concludes that the 

has satisfied the burden of proof as required by 
that his application should be approved and 

evidence 
applicant 
statute and 
gra nte~. 

5. It is further concluded. in the light of the fact 
that no protP.sts were filed in this case and the evidence 
nresente~, that there is a need for ~dditional ttohile home 
common carrier authority within the limits of the 
application in this case in addition to that presently 
available through e~isting authorizea service. 

IT IS. THR~EFORE, ORDEFED: 

1. That the Applicant, Sam Eller, d/b/a Sam D. Eller 
Mot.or Carrier, !\ox 8, Sparta Road, North Wilkesboro. North 
Carolina, ~e, and he is, hereby granted authority as an 
irregular route common carrier to transport mobile homes in 
accordance vitt. Exhibit B attached hereto. 

2. That the operations shall begin under this authority 
when the applicant has filed with the North Carolina 
Utilities Commission tariff schedule of rates and ch3.rges • 
adequate insurance coverage and has otherwise complied with 
the rules =t.nd regulations of this commission, all of which 
should be done within thirty (30) days from the date of this 
order. 

3. That the authorization herein shall constitute a 
certificate until formal certificate shall have been 
transmitted to the anplicant authorizing the transportation 
here in set out. 

ISSUED BY ORDER OF THF COH"ISSION. 

This the 1~th day of January, 1971. 

(SEAL) 

NORTH CAROLINA UTILITIES COM~ISSION 
Hary Laurens Richardson, Chief r.lerk 
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UOC KET NO. T-134 7 
SUB lJ 

Sam n. Eller ~otor carrier 
Sam Eller, d/b/a 

EXRIEIT B 

Box 8, Sparta Road 
North Wilkesboro, North Carolina 

IJ;:r~ular Route Common Carrier 
!i!!.fur it y 

TranspoI:'ta tion of Group 21, 
Sp8ci fie Commodities, to vi t: 
homes (house trailers) in 
following territory: 

other 
mobile 

the 

Between all points and places within 
Caldwell county, North Carolina, and 
from a 11 points and places in 
Caldwell County to all other points 
and places in North ca rolina, and 
from all points and places in North 
Carolina to a 11 points and places in 
C"aldvell County, in addition to the 
countiP.s for which applicant 
currently holds a certificate. 

DOCKRT NO. T-1532 

BEFOFF. THE NOFTH CAROLI~A UTILITIES COft~ISSION 

In the M'a tter of 
Application for Contract Carrier Permit by 
Alvin Faulkner, d/b/a Faulkner Mobile HOme 
!"IJoving, Fout.e 3, Louisburg, North Carolina 

Joseph ) 
J 
J 

ORDER 
GRANTING 
PERMIT 

HEARD IN: 

BEPOFE: 

APPEARANCES: 

The Heari nq R ooin 
Builiinq, Raleigh, 
December 29, 1970., 

of the commission, Fuffin 
North Carolina, on Tuesday, 
at 10:00 A.~. 

Commissioners Harvin R. llooten (Presiding) , 
Miles 1f,. Rhyne and Hugh A. '.1ells 

For the Aoplicant: 

Bobby ff. Pagers 
l\ttorney at Lav 
P. o. Box 696, Henderson, North Carolina 

No Protest.ants 

ROOTlrn", COMMISSIONER: By application filed wit.h the 
ComD'ission on October 2, 1q?o, .Joseph Alvin Faulkner, d/b/a 
Faulkner !'lohilc Home 1'.oving, Foute 3, Louisburg, North 
Carolina, seeks a contract carrier permit to transport Grau~ 
21, Other SD~ci~ic commodities, to wit: mobile homes, in a 
territorv aescrihed as: from points originating in Vance, 
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Franklin, warren and Granville counties to any location in 
the state of North Carolina, and from any location within 
the state of North Carolina that terminates in Vance, 
Franklin, rrarren and Granville Counties. The involved 
territory will be under specific written bilateral contracts 
with individual mobile home dealers. 

Notice of the ;ipplication vas given in the Commission I s 
Calendar of nearing!=i dated October 9, 1970, and set for 
hearing as captioned. No protests vece received prior ~o 
th~ hearing and no one appeared to protest the application 
when the same vas callP.a for hearing. 

, The applicant offered four (4) sworn affidavits, duly 
ve't'ified, from mobile home dealers as follows: Cleveland 
!'loore., Jr .. , Vance county; Calvin H. Averette, Franklin 
county; ,Tames T. Gooiison, Vance, Franklin and Granville 
counties; and VallP.n Y. Wright., Franklin County. These 
affidavits were in sunport of the application in this case 
and provided indications that the granting of the 
application for a permit vill not unreasonably impair 
service to the public by comrnon carriers; that Faulkner 
ftobile Home '1ovinq has the equipment required for the 
specialized service and is other vise fit, willing and able 
to perform the service for which a permit is sought; and 
that eac!i. of the four mobile home dealers are villing to 
enter int.o bilateral contracts with the apolicant for the 
movement of mobile homes as applied for. 

The applicant also filed with the Commission three (3) 
bilateral contracts, one dated September 23, 1<l70, by and 
between E & R Mobile Homes Sales, of Franklin county, N_orth 
Carolina, antl the applicant; one dated September 25, 1970, 
by and betwP.en William M. Spain, of Vance county, and the 
applicant: and one dated ·september 18, 1970, by and between 
E. c.. seaman ~obile Homes, of Vance county, and the 
applicant; thP.se contracts are for the movement of mobile 
homes at. prices as therein indicated and agreed to by and 
tet.ween the p,u:-ties in the t.erritory for which permit is 
here sought. 

The applicant also testified in his own behalf and 
testified. t.h::1.t hP. vas the owner of tvo vehicles specifically 
designed for thP. movement of mohile homes, to wit; one 196ij 
Cbevrolet Truck, and a 1969 Ford Truck: that he has had 
experience in t.he movement of mobile homes previously 
throuqh illegal operations, which he immediately cease~ upon 
learning of their illegality and filed the application 
herein; that a survey of the mobile borne dealers in the 
counties for whic.h a permit is here sought as originating 
and tP.rminating points under contract revealed that there is 
a definit'e need by the mobile home carriers located in said 
counties for the movement of mobile homes; that he is 
financially able 'ind is otherwise fit and qualified to 
conduct service for which he seeks authority and that he 
understands that he is permitted only to make mobile home 
movemP.nts to, from and vithin the counties specified for 
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those mobi.le home dealers with whom he has individual 
conti:act~ ani, that the total numher of such contracts cannot 
exceed seven (7). 

From the evidence presented, a portion of which is briefly 
set out above, the Commission is of the opinion and finds 
the following 

l'INDINGS OP FACT 

1. That the proposed operations conform to the 
definition of a contract carrier and will not unreasonably 
impair t.he efficient service of common carriers operating 
under certificates or common carriers by rail. 

2. 'T'hat the proposed service will not unreasonably 
impair the use oE the highways by the public. 

J. That the applicant owns equipment and has the 
experience necessarv for the operations as specified. 

4. That the aoplicant is fit, willing and able to 
properly perform the service proposed as a contract carrier 
and such ooerations vi 11 be consistent with the -public 
interest and the State's transportation policy as required 
by law. 

5. That contract carrier service under bilateral written 
contract v ith Seaman !'If obi le Homes, of Vance county,. William 
l'f. ,Spain. of Vance County, and E & R f!obile Homes Sales, of 
'Franklin county, for the ~mmo_dity ana in the territory 
described in Exhibit A, attached hereto and made a part 
hereof, will he consistent vith the public inte~est. 

6. That the proposed operation vill tend to effectuate 
the declared policy of t.he applicable law. 

CONCLUSIONS 

The CommiSsion concludes that the applicant has satisfied 
the burden of proof required for the granting of the 
authority sought as aescribed in Exhibit A, hereto attached 
and marle a part hereof, and that. the application as therein 
set forth should be approved and the authority granted. 

IT IS, THEREFORE, ORDERRD: 

1. 
Home 
is. 
vitl:i 

That 
"oving, 
herehv 
Exhibit 

Joseph Alvin Faulkner, d/b/a Faulkner ~obile 
Route 3, Louisburg, Nortl:. Carolina, be, and he 
grante~ a contract carrier permit in accordance 
A. attached hereto and made a part hereof. 

2. That the operations herein approved be commenced only 
vhen the applicant has complied vith all the rules and 
regulations of the North Carolina Utilities commission with 
respect to the filing of minimum rates and charges, 
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insurance covera1e and otherwise, all of which shall be done 
wit.bin thirt.v (30) days from the date of this order. 

ISSUED 9Y ORDER OF THE COMMISSTON. 

Tbis the 31st. day of December, 1970. 

NORTH CHO LIN A OTI LITIES co,HISS ION 
Mary LanrP.ns Richardson, chief Clerk 

(SR AL) 

DOCKF.'I' NO. T-1532 Joseph Alvin Faulkner 

EXHIBIT A 

d/h/a Faulkner Mobile Home Moving 
Foute 3 
Louisburg, ijorth Carolina 

Transportation of Group 21, other 
,Specific Commodities, to wit: mobile 
homes, under bilateral contract with 
not more than seven P, mobile home 
dealers located in Vance, Franklin, 
Warren and/or Granville Counties, in 
the territocy described as from 
points originating .in Vance, 
Franklin, Warren and Granville 
counties to any location within the 
statP. of North Carolina, and from any 
location within the Sta tP. of Nort.h 
Carolina that terminates in Vance, 
Franklin, lfarren and Granville 
counties, vhen such movements are in 
the normal co~rse of business being 
made by a contracting mobile home 
dealer in connection vith sales, 
exchanges, or repossessions of m9bile 
homes. 

DOCKET NO. T-1506, SUB 1 

BEFOEE THE NORTH CAROLINA UTILITIES CO"PIISSION 

In the Matt.er of 
Application by James Woodrow Frady, 56 
West "ain Street, Svlva, North Carolina, 
for ·Transport.a tion of Trailers and/or 
llfohile Homes 

RECOl'!Jl'I ENDED ORDE'R 
GRANTING AND 
DF.NY ING PORTIONS 
OP APPLICATION 

HUND IN: swain county courthouse,, Superior courtt"oom, 
Bryson City, North Carolina, on August 20, 
1911, at 10:00 A.Pl. 

EF.FORE: Commissioner ~arvin 9. ~ooten 



AUTHORITY GRANTED 

APPEARANCES: 

For the Applicant: 

R. Phillip Haire 
Hall, Holt & Haire 
Attot'neys at Lav 
50 West nain Street 
Sylva, North Carolina 28779 

For the Protest.ant: 

Thomas s. B~rrington 
Harrin-1ton r, Stult.z 
Attorneys at Law 
P. o. Box 535 
Eden, North Carolina 
For: Morgan Drive Away,, Inc. 
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WOOTEN, Hf.ARING COMMISSIONER: By application filed on 
!!arch 17, 1Q71, James Woodrow Frady (hereinafter Applicant), 
Sylva, North Carolina, s~eks authority as an irregular route 
common carrier to engage in the transportation of.Group 21, 
trailers an~ mobile bomes in Graham, Cherokee and Clay 
Count.ies; nick up in Jackson, Macon, Swain, Cherokee, 
Graham, and Clay Counties for transportation and delivery to 
all pointi=; and places in North Carolina; anti pick up in all 
points ana olaces in worth Carolina for transportation and 
delivery to ,lacksOn, ~aeon, Swain, Cherokee, 'Graham and Clay 
Counties. 

'T'his mattP.r was calendared for hearirig on Hay 19, 1g11, 
and was called for hearing at that time, with all parties 
present ancl/or represented by counsel. During the C3Urse of 
t:he initial hearing, counsel for Applicant requested that 
the ma,tter he continued and set for hearing in Sylva, North 
Carolina. f'!otion was filed with the commission on May 27, 
1971, movinJ that the Commission reschedule the hearing in 
this matter at Brvson Citv, North Carolina. The Commission 
issued its order dated July 1, 1971, setting recessed 
hearing at t.he time and place set out in the caption. 

Initia 1 notice of the 
given in the Commission's 
March 31, 1<:171. 

initial hearing in this case was 
Calendar of Hearings issued on 

Protest to the granting 
filed by Motgan Drive Avay, 
II.venue, Elkh-'lrt, Indiana. 

of the dpplication was timely 
rnc .. , 2800 West Lexington 

~11 parties were present and represented by counsel. 

The Apnlica nt pr:esented, in addition to the testimony 
aanuced at the initial hearing in this matter, 8 witnesses, 
including liimself, for adrlitional testimony. The Applicant 
Presented the following witnesses vho testifitad tn part as 
indicaterl: 
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1. Clifford cook testified that he lives in Franklin, 
f'l'accn County, Noi:th Carolina, and has lived there for 26 
years; that he owns and operates a mobile home t.railer partt 
and has done so for 13 years; that trailers regularly move 
in and out of his trailer part; that some of his tenants 
have experienced some delay in the movement of their 
trailers; that he has movements in and out of his p3rt to 
various parts of North Carolina; that the mobile home 
business is increasing weekly; that ·he is aware that there 
are statewide and nationwide mobile home movers authorized 
for the transportation of· mobile homes; that 2 people have 
moved out of his lot in the last previous six months, one 
move was within the county of ritacon and the other to south 
Carolina; and that he believes there is a need for 
additional statewide authority for the movement of mobile 
homes. 

2. Paul Ledford testified that he is from Murphy, North 
Carolina, Ch?.rokee County; that he has lived there for 44 
years and owns a trailer park which he has operated· for 4 
years; that he has 17 spaces in his trailer park located six 
miles east of f1 11rphy: that there are regular movements into 
and out of his trailer park; that there are 8 or 10 trailer 
parks in Cherokee County; that his tenants have had 
difficulty in obtaininq local moves because it is impossible 
to locate a local mover; that the greatest problems which 
his people incur is in local moves; that he knows of no 
trouble in the past two years which his tenants have had in 
moving into or out of the counties applied for from or to 
other counties of the State. 

3. Claude Henry Young, Sr., testified that he is from 
Sylva, North Carolina, Jackson county; that he operates 
Davis Trailer Pa.rk which has 32 spaces, which he has 
operated for 27 months; that he has been associated vith 
Riverside Trailer Park, vhich has 29 spaces for S years; 
that most of his business is students attending Western 
Carolina university; that there is right much delivery in 
h~s trailer park; that the number of students at the 
University, the number of mobile homes and the number of 
trailer parlts in Jackson County is increasing; that he has 
had 12 to 15 moves into or out of his trailer park during 
the past 12 months; tha.t he knovs of no trouble vhich his 
tenants have had in obtaining moves into or out of his park 
to or from ether parts of the State; that the Applicant 
herein does a good iob in setting up mobile homes and 
preparing them for convenient living, and that other drivers 
ao net perform that service. 

4. Albert Patton testified that he is from Jackson 
County, is H~yor of Indian Hill, North Carolina; that he 
operates a motel and is in the retail mobile home business; 
that he has been in the mobile home sales business for about 
8 years; th~t, that business is really growing in that 
section of the State; that someone is always asking him who 
they can get to move mobile homes for them; that people 
seeking information from him vere requesting movements into, 
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out of and around that section of the State and other 
sections of the State; that the need for service for the 
movement I of mobile homes has increased in the vestern North 
Carolina area in recent years: that he believes that there 
is a statewide need for additional mobile hol:!le movers and 
that he does not know of any trouble that anyone has had in 
a 1rove111ent into or out of the counties herein applied for to 
or from other sections of the State during the past 2 years. 

5. !lbert M. Taylor testified that he is from Sylva, 
North Carolina, Jackscn county, and that he has had about 
one and one-half years experience in the sales of mobile 
homes; that he has been out of the mobile home business for 
approxim::ttelv one and one-half yearsi that vhen he vas in 
the mobile home business, he had many inquiries regarding 
the movement of mobile homes: that he had had inquiries in 
the past from people desiring to move from Jackson county to 
other parts of the State; that in his opinion there is a 
need locally ~or a mover to move raobile homes from the six 
counties here applied for to other parts of the State, and 
from other p~rts of the State into the six counties here 
applied for: that mobile home movers from other sections of 
the state 'io a poor job of moving mobile homes in 
mountainous terrain; and that he has worked on occasions for 
the Applicant herein, but is now temporarily retired. 

6. ~at:y F. Brauer testified that she is from Andrews, 
North Carolina, Cherokee county: that her husband ovns 
Herman's Trailer Park: that she runs the business for her 
hustand: that she and her husband have been in the business 
of selling new 1T1obile homes for apt)rox:imately 12 years; that 
she receives 2 or 3 calls a veek from people desiring to get 
them to move a mobile home for them.; that these calls are 
for moves from the six-county area to other parts of the 
State and from other parts of t!:i.e State into the six-county 
area; that she is unable to give any specific e-i::ample of 
such requests and does not knov whether these requests have 
heen satisfied bv other movers; that she and her husband 
refused to make.any illegal moves without proper authority; 
that her husband was hit by a bootleg mover and vas at the 
time in the ~ospital recovering from injuries sustained, and 
that she believes a local mover vould be of benefit to tbel!I.. 

7. Frank Hensley testified that he is from Jackson 
county, Sylva, North Carolina; that he operates Hensley's 
!!obile Home Park and has operated this 18-space parlc for 
approximately 12 years: that there is a tremendous increase 
in the mobile home business in the western North Carolina 
area: that he bas some Restern Carolina University students 
in his lot; that his lot is located on H. c. 107 and that it 
is his opinion that it vould be good to have somebody 
locally to move mobile homesi that he does not know whether 
or not people are getting their homes moved expeditiously, 
but that he does receive many inquiries reference to the 
same. 
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8. James Woodrow Frady testified in addition to his 
previous testimony that since the initial bearing on May 19, 
in this case, he has received 17 calls for moves into and 
out of counties, some of which he serves and some of which 
he does not serve under authority previouslv granted by this 
Commission: that some of the 17 requests he has received 
were within the terr'i tory fat' which he is certificated; that 
some of the 17 requests which he has had since the May 19 
hearing were from counties which he is presently 
certificated to or from the counties for which he is 
reques_tinq authority; t.hat some of the 17 requests which he 
has received were from or to sorae of the counties for which 
he has requested authority and for which he has authority to 
or from other counties for which he does not have authority 
in other parts of the State; that in connection with every 
mobile home movement which he has had from or to the six­
county area, moved to or from other parts of the state, he 
has t?ade those movements by leasing his equipment to a 
certificated statewide mobile home mover, for which he 
received the greater portion of the line-haul charge, the 
smaller portion going to the lessee, and for vhich he 
received the full amount of accessorial charges. 

The Protestant, Morgan Drive Avay, Inc., offered as a 
vitness, "r• Robert D. HcGinnis, its area Supervisor, vho 
testifie~ that his company had terminals and drivers located 
throughout t.he State and that his company vas affording 
statewide mobile home 111ovement service. He further 
testified that they had 47 drivers in the State; that their 
nearest terminal was in Statesville, North Carolina; that 
they had 2 drivers living in Asheville, North Carolina; that 
Transit Homes, Inc., a statewide mover, bas a terminal 
located in Asheville; that his company has other drivers 
locatec1 around the State as follows: Marion 3; Lincoln 1; 
Cha,rlotte 6; Huntersville 1; Statesville 4; Salisbury 1, 
Mocksville 1: and Cherryville 1; that terminals located in 
western North Carolina are as follows: in Charlotte, 
Transit Romes and National ffobile Home Hovers have a 
terminal; that in Statesville Transit and Morgan have 
terminals; that in Gastonia, National ftobile Rome Movers has 
a terminal and that Transit Homes, Inc., has a terminal 
located in North Wilkesboro, Horth Carolina, all of vhich 
have drivers located around the State; that his company does 
not afford the needed transportation for mobile ham.es within 
and between the six counties herein applied for and that his 
company has no objection to the granting of a authority as 
applied· for in connection therewith, but does object to that 
portion of the application which seeks authority to 
transport. to or from the entire State into or out of the six 
counties here applied for since, in his opinion, his company 
and other mobile home movers are serving these needs. 

Upon the call of this matter for hearing, the parties 
stipulated and agreed that there vas a public need for the 
movement of mobile homes into, out of and between the 
Counties of Jackson, !'!aeon, Svain, Cherokee, Graham and 
Clay, but the Protestant denied that there is a public need 
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for additional mobile home ~ovement authority to all points 
and places in North Carolina from those counties and from 
other points and places in north Carolina into those 
counties .. 

All parties waived. the privileqe of filing briefs. 

Upon consideration of the evidence of record adduced in 
this proceeding and the records of this commission, the 
~ommission makes the following 

FINDINGS OF FACT 

1. That public convenience and necessity does require 
the services proposed in the territory set out in Section 
(a) of Exhibit B in the application, to wit: Cherokee, 

Graham and Clay Counties, in addition to existing authorized 
transportation service for the movement of trailers or 
mobile homes. 

2. That public convenience and necessity does IlQ! 
require the services proposed in the territory set out in 
Section (b) of Exhibit B in the application, to wit: PicJc 
up in Jackson, Macon, Swain, Cherokee, Graham, and Clay 
Counties for transportation and delivery to all points and 
places in North Carolina, in addition to existing authorized 
transportation service for the movement of trailers or 
mobile homes. 

3. That pu~lic convenience and necessity does D21 
require the ~erv1ces proposed in the territory set out in 
section (c) of F.xhihit. B in the application, to wit: Pick 
up in all points and places within North Carolina for 
transportation and delivery to Jackson, Macon, Swain, 
Cherokee, Graham and Clay Counties, in addition to e~isting 
authorized transporta t.ion service for the movement of 
trailers or mobile homes. 

4. That the Applicant is certificated Eor the movement 
of mobile homes or trailers within and between the counties 
of Jackson, Macon and swain; that public convenience and 
necessity requires additional transportation authority for 
said movements within and between Cherokee, Graham and Clay 
Counties; ani that public convenienc~ and necessity requires 
additional transportation authority for said movements 
within and between the counties of Jackson, Macon, Svain, 
Cherokee, Graham and Clay in addition to exfsting authorized 
services. 

5. That the need for transporting or hauling trailers or 
mobile homes, as specified in Findings of F~ct 1 and 4 above 
is substanti¼l and will probably increase; that to move such 
trailers from one place to another requires the use of 
equipment speCifically designed and modified for the 
purpose, and also requires that the operators be trained in 
their vork; that the Applicant, vith his equipment and vith 
his helpers or employees, is qualified to render such 
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service and to contribute materially to public need and to 
the safety o': the traffic upon the highways. 

6. That the Applicant ovns the necessary equipment for 
the movement of trailers or mobile homes as specified. 

7. That the Applicant is now engaged in the 
trailers or mobile homes under a co11111on carrier 
issued by this commission vithin and between the 
Jackson, ~aeon and swain. 

movement of 
Certificate 
counties of 

8. That the Applicant is fit, willing and financially 
and otherwise qualified and able to properly perform 
adequate service as set out in Findings of Fact 1 and Q 

above and to continue such service as long as the need 
therefor exists. 

CONCLUSIONS 

In view of the evidence, recor:ds of the Commission, 
stipulations and agreements herein, 3nd the lav applicable, 
the Commission concludes that the Applicant has satisfied 
the 1:urden of proof required by statute and that the 
application should be granted and approved .Q1!1! to the 
extent specified in Exhibit B attached hereto and made a 
part hereof; and further concludes that the Applicant has 
failed to satisfy that burden of proof required by statute 
for additional authority to and from all points and places 
vitbin the state into and out of the six counties herein 
approved. 

A mere desire to engage in the common carrier operation by 
motor vehicle an~ the mere desire to have a friend or local 
resident eng~qe in such operation is not evidence, in and of 
itself, to justify a finding that the service is required by 
the public convenience and necessity. Where the evidence 
vith reference to portions of an application merely 
establishes a desire to perform a common carrier service and 
a desirA of several citizens to have such service performed 
by a part.icnlar local individual, and there is no shoving 
that the existing transportation facilities are inadequate 
or that the proposed service is required to 111.eet the 
transport'! tion needs of the public, as to those portions of 
the application, ve must conclude, vith reference to such 
portions of the application, that a certificate should be 
denied~ and vhere the evidence is to the contrary vith 
reference to still other parts of the application, ve 
conclude that the application, to that extent, should he 
appi:oved and certificate gran.ted. 

It IS, THF.BEFOTIE, ORDERED: 

1. That common carrier Certificate No. C-983 issued by 
this commission to James Woodrow Frady, 56 West ftain Street. 
Sylva, North Carolina 28779, be, and the same is, hereby 
amended to conform vith Exhibit B attached hereto and made a 
part hereof. 
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2. 
state 
shall 
within 
order .. 

That the ~pplicant sha11 comply vith the lavs of this 
and the rules and regulations of this Commission and 

begin operations under the authority herein granted 
thirtv (30) days frora the effective date of this 

3. That the authorization herein shall constitute a 
certificate until formal certificate shall have been 
transmitted to the Applicant authorizing the transportation 
herein set. out. 

ISSUED BY ORDER OF THE C0t'l!HSSI0N. 

This the 31st day of August, 1971. 

HOBTH CAROLINA UTILITIES con~ISSION 
Xatherine n. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. T-1506 
SUB 1 

James Woodrow Frady 
56 Yest nain Street 
Sylva, North Carolina 28779 

EXHIBIT " Transportation of Group 21, Trailers 
and/or 1'1obile Homes, as a common 
carrier over irregular routes as 
follows: between points and places 
in Jackson, P!acon, svain, Cherokee• 
Graham and Clay counties, Horth 
Carolina. 

DOCKET HO. T-521, SUB 6 

BEFORE THE NORTH CAROU.NA UTILITIES co~~ISSION 

In the natter of 
Thomas Oliver Harper, Jr., d/b/a Harper 
Trucking company, 1030 Hammell Street, 
Raleigh, North Carolina - Application for 
Contract Carrier Permit 

RECOrlrlENDED 
ORDER 

REA.RD IN: The commission's Hearing Room, Ruffin Building, 
Raleigh, North Carolina, on August 26, 1971, at 
9:30 A. ~. 

BEFORE: 

lPPElBANCES: 

E. A. Hughes, Jr. 

For the Applicant: 

Vaughan s. Winborne 
.P.ttot:'ney at Lav 
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110~ Capital Club Building 
Raleigh, North Carolina 

No Protestants 

HUGHES, F:XA.MINE'R: By application filed with the 
commission on July is, 1971, Thomas Oliver Harper, Jr., 
d/b/a Harper Trucking Company, 1030 Hammell Street, Raleigh, 
North Carolina, seeks to amend authority heretofore issued 
to him in Contract Carrier Permit No. P-31, to authorize the 
transportation of Group 21, automotive supplies and 
equipme~t from Jacksonville, N.c., to points and places 
within 150 miles of Raleigh, North Carolina, under bilateral 
contract between Applicant and Target Tice and Automotive, 
Inc., of Jacksonville, North Carolina. 

Due notice of the application, along with the time and 
place of the hearing, was given in the Commission's Calendar 
of Hearings issueil on August 2, 1971. No written protests 
ver e filed and no one appeared at ·the hearing -in opposition 
to the granting of the authority sought. 

The evidence tends to shov that Applicant presently holds 
contract carrier Permit No. P-31, heretofore issued by this 
commission, vhich authorizes the transportation of drugs ana 
automotive parts, supplies and accessories unaer contract 
with seven (7) shippers, from Raleigh, Durham, Greensboro, 
Charlotte ani Rocky Mount to points an.d places within a 
radius of 150 miles of Raleigh; that A:.pplicant ovns eleven 
{11) trucks; that Applicant has net assets in the amount of 
some $48,000.00 and that Applicant has entered into a 
contract with 'l'arget Tire and A.utom.otive, Inc., of 
Jacksonville, North Carolina, the shipper which Applicant 
seeks authority to serve. A copy of the contract vas filed 
vith the application. 

The application is supported by Target Tire and 
Automotive, Inc., vhose Vice President, ftr. E. R. Barclay, 
offereli testimony from which it appears that shipper's main 
point of distribution for this area is located in 
Jacksonville; North Carolina, from which point it 
distribut.es its goocl.s to distributors in the three (3) 
states of North Carolina, South Carolina and Virginia: that 
the automotive supplies and equipment vhich it ships are the 
type not generally stocked by its customers and that orders 
are not placed for said goods until they are needed: that 
the business of shipper is very competitive and that time is 
of the essence in the speciali2ed type of transportation 
vhich he requires~ that the service of common carriers is 
not satisfactory; that he has appealed to common carriers, 
advising them of his problem, without any affect upon the 
situation; that he has lost one-third of his business 
because of poor service by motor freight carriers; that he 
has documented cases vhere it has taken seven (7) or more 
days for his goods to reach a customer within a 100 mile 
radius o·f Jacksonville vhen shipped by common carrier: that 
he has considered the possibility of using his ovn trucks 
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hut realized that this would be unprofitable; that Applicant 
has agreed and contracted to give him one (1) day service 
from Jacksonville to consignees within a 150 mile radius of 
Raleigh and that he is convinced that Applicant vill serve 
bis needs in the very best possible vay. 

Upon corisideration of the application and the evidence 
adduced, the Hearing Examiner makes the following 

FINDINGS OF FACT 

(11 That the proposed operations conform vi.th the 
definition of a contract cacrier as contained in the Public 
Utilities !'\ct, 

{2) That the proposed operations vill not unreasonably 
impair the efficient public service of carriers operating 
under certificates or rail carriers, 

(3) That t.he proposed service will not unreasonably 
im~air the use of the highways by the general public, 

(4) That the Applicant is fit, villing and able to 
properly ~erform the service proposed as a contract carrier, 

(5) That the pro~osea operations vill be consistent vith 
the public interest and the policy declared in G.S. 62-2 and 
r,.s. 62-259 of the Public Utilities Act, and 

(6) That the nublic interest requires the proposed 
service, vhich will increase the nu~ber of shippers vhich 
Applicant is authorized to serve as a contract carrier to a 
total of eight (8). 

CONCLUSIONS 

T be commission's F ule R 2-1 O (c) limits the number of 
shippers which a contract carrier such as Applicant will be 
authorized to sP.rve, to seven (7) shippers, unless the 
Commission, in its discretion finds that the public interest 
so requires. 

, grant of the authority requested will not change or 
'enlarge the territory vhich Applicant is already authorized 
to serve. In fact, the commodities at"e similar in nature 
and almost identical to commodities vhich Applicant is 
already authorized to transport for the shipper in Rocky 
f'ount. 'l'he :iuthority reguested vould enable l\pplicant to 
render little service that it is not already authorized to 
perform. Applicant's trucks from Wilmington vill come 
through Jacksonville in the late afternoon, picking up 
shipments at shipper's warehouse and delivering them to 
points in ,\pplicant•s territory the next day. It is a 
special service which Applicant is equipped to render and 
the effect of a grant of such authority on certificated 
common carriers vould be minimal. 
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Based upon the record, the evidence presented in this .case 
and the foregoing findings of fact, it is the conclusion of 
the Hearing Examiner that Applicant has borne the burden of 
proof required by statute and that the author•ity sought 
should be granted. 

IT IS, 'rHEREFORE, ORDERED: 

(~) That Contract Carrier Permit No. P-31, heretofore 
issued to Tho~as Oliver Hatper, Jr., d/b/a Harper Trucking 
Company,. Raleigh, North Carolina, be, and the same is,. 
hereby amended to include.the authority more particularly 
described in Exhibit A attached hereto and made a part 
hereof. 

(2) Tl)at Thomas Oliver Harper, Jr., 
Company comply with the rul~s and· 
Commission and institute operations 
herein granted within thirty (30) days 
this order becomes final. 

Q/b/a Harper Trucking 
regulations of the 
under the authority 

from the date th~t 

BY ORDER OF 'rHE COMMISSION. 

This the 3rd day of September, 1971. 

(SEAL) 

NORTH CAROLINA UTILITIES COMMISSION 
Kather;ine M. Peele, .Chief Clerk 

DOCKET NO. T-521 
SUB 6 

Harper Truckihg Company 
Thomas Oliver Harper, d/b/a 

EXHIBIT A 

Contract Carrier of Property 
Raleigh, North Carolina 

Transportation of Group 21, 
automotive supplies and equipment 
from Jack~onv ille, ijorth Ca roli.na, to 
points and places within 150 miles of 
Raleigh, NoI'th Carolina, under 
bilateral contract with Target Tire 
and Automotive, Inc., Jacksonville, 
North Carolina. 

DOCKET NO. T-1057, SUB 3 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
•rom B. York., d/b/a Hill-Top Transport, P. O. 
Box 78, Wbite Plains, North Carolina -
Application for additional contract carrier 
authority 

RECOMMENDED 
ORDER 

HEARD IN: The Hearing Room of the Commission, Ruffin 
Building, Raleigh, North Carolina, on Friday, 
October 29, 1971, at 10:00 A.M. 
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BEFORE: E. A. Hughes. Jr •• Bxa■iner 

APPEARANCES: 

For the Applicant: 

R. aayne Albright 
Attorney at Lav 
101!1 Branch Banking and Trust Building 
Raleigh, North Carolina 

Ro Protestants 
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ROGUES, EXA!IHER; By application filed vith the 
Commission on August 27, 1971, Toa e._York, d/b/a Hill-Top 
Transport, P. o. Box 78, White Plains, Borth .Carolina, seats 
to aaend his existing contract carrier Per ■it Ro. P-127, to 
include authority to transport petroleum and petroleo ■ 
products in bulk in tank trucks under individual contracts 
with York Oil Co_mpanr, Inc., and Toco, Inc., oTet; irregular 
routes from originating terminals at Friendship, Vil■ington 
and Thrift, North Carolina, to points and places in 
Rockingham, Guilford, Randolph, DaYidson, Davie, Irede11, 
Alleghany, Ashe, Watauga and Forsyth counties. Hotice of 
the application and hearing vas giTen in the conmission•s 
Calendar of Hearings issued September 1, 1971. Bo protest 
vas received prior to the hearing and no one appeared to 
protest the application vhen the same was called for 
hearing. 

The lpplicAnt offered the testiaonJ of Sr. To• B. 
fir. Garr York, Secretary-Treasorer of Tooo, Inc. 
the parties, including Applicant and contracting 
are domiciled at White Plains, Horth Carolina. 

Tort. and 
All of 

shippers 

App1icant testified that he presently operates, under 
Contract carrier Permit No •. P-127, heretofore issaed to hi ■ 
by the Utilities Comaission for the purpose.of engaging.in 
the transportation of petrOleu■ and petroleu■ products in 
bulk in tank trucks under contract with Tott Oil Company, 
Inc., and Toco, Inc., oyer ~rregula.C" C"outes fC"oli: otlginating 
terainals at Friendship, 'if ilalngton and Thrift,. lforth 
Carolina, to points and Places ill Surry, Stokes,. Yadkin and 
VilJces Counties; that said contracting shippers are 
expanding their territory to include the ten (10) additional 
counties as applied for herein and that the purpose of the 
application herein is to obtain authority to furnish 
transportation under contract vith said shippers to said 
additional territory; that Applicant owns three (3) tractors 
and two (2) tank trailers which are adegaate to proTide the 
additional service and that he has assets in the a■ount of 
approximately $200,000.00. 

ftr. Gary Tort of Toco,. Inc •• testified that his coapany is 
in the proc~ss of expanding i~s distribution of petrolea■ 
products to the ten (10) additional coun~ieS uhich Applicant 
seeks to serve and that his co■panJ needs the serwice of 
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Applica~t for the transportation of its commodities to its 
own outlets as well as to its customers in the area for 
which authority is sought. 

Upon consideration of the application an_d the evidence 
presented in this case, the Hearing Exqminer is of the 
opinion and makes the following 

FINDINGS OF FACT 

(1) '.l'hat the proposed operations conform to the 
definition of a contract carrier and will not urireasonably 
impair the efficient service of common carriers operating 
under certificates or common carriers by rail. 

(2_) '!'hat the proposed service will not unreasonably 
impair the use of the highways by the public. 

(3) 'l'hat the Applicant o\oms ·equipment and has the 
experience necessary for the operations as specified. 

(4) •rhat the Applicant is fit, willing and able to 
properry perform the· service proposed as a contract carrier 
und such operations will be consistent with the public 
interest and the State's transportation policy as required 
by law. 

(5) That contract carrier service under bilateral written 
contracts with York Oil Company, Inc., and Yoco, Inc., for 
the commodities and in the territory described in Exhibit A, 
attached hereto and made a part hereof, will be •consistent 
with the public interest. 

(6) 'fhat the proposed operation will tend to effectuate 
the declared policy of the applicable law. 

CONCLUSIONS 

The Hearing Examiner concludes that 
satisfied the burden of proof required for 
the authority sought as described in 
attached and made a part hereof, and that 
therein set forth should be approved 
granted. 

IT IS, THEREFORE, ORDERED: 

the Applicant has 
the granting of 
Exhibit A, hereto 

the application as 
and the authority 

(1) That Tom 8. York, d/b/a Hill-Top Transp9rt, P. O. 
Box 78, White Plains, North Carolina, be, and he is, hereby 
granted a contract carrier permit in accordance with 
Exhibit A attached hereto and made a part hereof. 

(2) That the operations herein approved be commenced 
when the Applicant has corriplied with all of the rules 
regulations of the North Carolina Utilities Commission 
respect to the filing of minimum rates and charges, 

only 
and 

with 
and 
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otherwise, all of which shall be done within thirty (JO) 
days from the date this order beco■es final. 

BY ORDER OF THE COftftISSION. 

This the 8th day of November, 1971. 

NORTH CAROLIRA UTILiTIES CO!!ISSION 

(SEAL) 
fl:atherine a. Peele, Chief Clerk 

DOCKET NO. T-1057 
SUB 2 

Hill-Top Transport 
Tom B. fork, d/b/a 

EXHIBIT A 

Contract Carrier of Property 
White Plains, Horth Carolina 

Transportation of petroleum and 
petroleum. products in bulk in t:anJc 
tracks, under individual bilateral 
contracts vith York Oil company, 
Inc., and Toco, Inc., oyer irregular 
routes, from originating terminals at 
Friendship, Rilaington and Thrift, 
North Carolina, to points and places 
in Surry, Stokes, Yadkin, Wilkes, 
Rockingham, Guilford, Randolph, 
Davidson, Dayle, Iredell, Alleghany, 
Ashe, Watauga and Forsyth counties,. 

DOCKET NO. T-1572 

BEFORE THE NORTH CAROLINA UTILITIES CO!!ISSIOW 

In the Natter of 
Nini-Raul, Inc., Route 4, Forest Hi11s, 
Sanford, North Carolina - Application 
for common Carrier Authority to operate 
fterchandise Pick-Op and Delivery Service 

BECOU BllDED 
OBDEB 
GRANTING 
AUTHORITY 

REARD 1:11: The Commission Hearing Room, Raleigh, North 
Carolina on September 17, 1971, at 10:00 A.f!. 

BEFORE: commissioner John W. Bcnevitt 

APPEARANCES: 

For the Applicant: 

C1avson L. Williams, Jr. 
Attorney at· Lav 
Branch Bank and Trust Building 
Raleigh, North Carolina 
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For the Protestants: 

Thomas w. Steed, Jr. 
Allen, steed & Pullen 
Attorneys at Lav 
P. o. Box 2058, Raleigh, North car6lina 

ftcDEVITT, CO~ftISSIONER: Application vas filed on August 
10, 1971, by !!ini-Haul, Inc., Route 4, Forest Hills, 
Sanfot"a., North Carolina (hereinafter called Applicant) for a 
certificate to operate as a common carrier over irregular 
routes as follows: 

Pick-up and delivery, upon request, of parcels, packages, 
boxes, cartons, merchandise and commodities weighing not 
it\ excess of 100 pounds, within the bounds of the 
territory 10scrihed as follows: Prom points and places in 
Lee county, North Carolina to points and places vithin a 
50-mile radius of the city of Sanford, and from points and 
places within a SO-mile radius of the City of Sanford to 
points and places within Lee county. 

Public Rearing was 
accordance vi th notice 
issued August 6, 1971. 

scheduled and held as captioned in 
published in the Calendar of Hearings 

Protest and ~otion for Intervention filed by 
Courier corporation was withdrawn during the course 
hearing upon motion of counsel. 

American 
of the 

~r. L. L. Beckham, President of ftini-Haul, Inc., testified 
that about 60 days ago he initiated an exempt pick-up and 
delivery service in the city of Sanford serving business and 
industry with a 1971 Ford Super van: that the assets of the 
Company amount to $3,800 and liabilities consist of a lien 
on equipment of $2,500; that in the course of his experience 
as an exemot carrier he has had requests for service vhich 
vould be permitted under the proposed authority; that he is 
ready, willing and able, financially and otherwise, to 
provide the proposed service. 

l'lr. Joe Derrickson, an officer of Brown's Auto Supply 
Company of Sanford, North Carolina, testified that he needs 
the proposed service in supplying garages, service stations, 
and automobile dealers; that another business in vhich he is 
part owner, Baker's Garage, requires transpoctation of 
critical items oE equipment within the scope of the proposed 
authority. 

P!r. T. Burke Buchanan, operator of Buchanan• s Radio, TV 
and Record Shop and Buchanan's Music and Record Bar in 
Sanford, testified that he needs the proposed service. 

Plr. Elvin J. Buchanan, Executive Vice President of the 
Sanford Merchant's Association, and opecator of a Retail 
Furniture P.usiness testified that he needs and will use the 
proposed service in his own business and is of the opinion 
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that the service is needed generally by business and 
industrial establishments within the area. 

From the evidence offered the Hearing Commissioner makes 
the following 

FINDINGS OF FACT 

1. Public convenience and Necessity requires the 
to existing authorized proposed service in addition 

transportation service. 

2. The applicant is fit, willing and able to properly 
perform the proposed service. 

3. The applicant is solvent, and financially able to 
furnish adequate service on a continuing basis. 

COHCtUSION 

The applicant has borne the burden of proof that public 
convenience and necessity requires the proposed service and 
that be is ready, willing and able to provide it on a 
continuinq hapis. The Rearing commissioner ·concludes that 
the proposed authority should be authorized. 

IT IS,. THEREFORE, ORDERED That the applicant,. r1:i0i-Haul,. 
Inc.,. be,. and it hereby is granted authority as an irregular 
route common carrier to transport specific commodities in 
accordance with Exhibit B attached hereto. 

IT IS FURTHER ORDERED That operations shall begin under 
this authority when the applicant has filed with the 
r.ommission a tariff of schedules and charges,. evidence of 
adequate insurance coverage,. and has otherwise complied with 
the rules and regulations of the Commission,. all of vhich 
should he accomplished within 30 days from. the date this 
Order becomes final .. 

IT IS FURTHER ORDERED That the authorization herein set 
forth shall constitute a certificate until formal 
certificate shall have been issued and transmitted to the 
applicant authorizing the transportation herein described. 

TSSUED BY ORDEP OF THE COl'IIUSSION. 

This the 12th flay of October,. 1971. 

NORTH CAROLINA UTILITIES COft!llSSION 
Katherine~- Peele,. Chief Clerk 

(SEU) 

DOCKET NO. T- 1 572 P!ini-Haul,. Inc. 
floute 4,. Forest Hills 
Sanford,. North Carolina 
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EXHIBIT B 

MOTOR TRUCKS 

I,gggula r Route £2.!!!.Jl!m!. 
£ll:!:ifil: Author!tY 

Pick up and delivery, upon reques~, 
of parcels, packages, boxes, cartons, 
merchandise and commodi·ties weighing 
not in excess of 100 pounds, within 
the bounds of the territory described 
as follows: From points and places 
in Lee county, North Carolina, to 
points and places within a 50 mile 
radius of the City of Sanford, and 
from points and places within a 50 
mile radius of the city of Sanford to 
points and places within Lee County. 

DOCKET NO. T-153, SUB 11 

BEFORE THE NORTH CAROLINA UTILITIES COBMISSION 

In the !'tatter of 
Application of 11orven Freight tines, Incorporated, 
P. o. Box 71A, Wadesboro, North Carolina 

I ORDER 
) 

HEARD IN: 

BEFORE: 

APPEARANCES: 

The Commission's Hearing Room, ~uffin Building, 
one west Aorgan Street, Raleigh, North 
Carolina, on May 7, 1971, at 2:00 P. ft. 

Commissioners !"l.arvin A. Wooten (Presiding), 
John w. 11cDevitt and !".liles H. Rhyne 

Yor the Applican·t: 

H. Pat Taylor, Jr. 
Taylor & 11cLendon 
Attornevs at Lav 
P. o. aOx 593, Wadesboro, North Carolina 28170 

WOOTEN, C0!111IS SIORER: This matter arises upon the 
application filed by Plorveri Freight Lines, Incorporated, 
P.O. Box 718, Wadesboro, North Carolina, for common carrier 
authority to transport Group 21, sand, gravel, dirt and 
debris in bags, packages or boxes over irregular routes, in 
the territory described as from points and' places throughout 
the state of North Carolina to points and places throughout 
the State of ff orth Carolina. Said application vas filed 
vith the Commission on !".larch 23, 1971. 

Notice of the application, conta_ining a description of the 
authority applied for, and setting the matter for hearing at 
the above time and place vas given in the Commission's 
ftarch 31, 1971, issue of the Calendar of Hearings. 
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No protests vere received by the Commission and no one 
appeared at the hearing to protest the granting of the 
authority herein sought. 

Upon the call of this matter for hearing. the owner of the 
corporate applicant, Charles B• Ratliff, testified regarding 
the need fo_r the transport.a tion ser't'ice vhich he vas 
requesting, and his fitness, willingness and .ability to 
perform such service. Also testifying for and on behalf of 
the applicant vas ftr. John Duncan Currie, who is manager of 
southern Pro~ucts and Silica Company and is in charge of the 
shipping for said company. ~r. Currie testified regarding 
the need of his company for the service herein applied for 
and the need o.f the general public and contractors for the 
movement of the materials which bis co11pany produces vhich 
are used in water filter plants and for sandblasting and in 
construction. 

From the evidence offered, a portion of which is set out 
above, the commission makes the following 

FINDINGS OF PACT 

1. That the applicant ovns the necessary equipment for 
the movement of the commodities in the territory described 
as applied for. 

2. That the applicant and its 
in the movement of the commodities 
the use of equipment for the 
authori~ation is sought. 

employees are experienced 
herein applied for and in 
hauling thereof for which 

3. Tha~ the applicant is now engaged in the aovement of 
the products here sought under a limited certificate 
heretofore issued by this co11.mission. 

4. That the applicant is fit# willing and financially 
able and otherwise qualified and able to properly perform 
adequate service as proposed in this application, and to 
continue such service as lonq as the need therefor exists. 

5. That· the public convenience and necessity require the 
service Of tb.e applicant for the hauling of Group 21, sand, 
qravel, dirt and debris in bags, packages and/or boxes, as 
specified, in addition to other existing transportation 
service. 

rt appears from the evidence that the need for 
transporting the commodities herein involved is substantial 
and will probably increase: that to move such commodities 
and comply with the public convenience and necessity, it is 
required that equipment be available for instantaneous use 
to meet the need. 

In view of the evidence and the lav applicable, the 
commission concludes that the applicant has satisfied the 
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burden of proof required by statute and that the 
application, as specified herein, should be granted. 

IT IS• THEREFORB, ORDERED as follows: 

1. That ftorven Freight Lines, Incorporated, P. o. 
Box 718, Wadesboro, North Carolina 28170, be, and it is, 
hereby granted authority as an irregular route common 
ca crier to transport. Group 21 coaoodities in accordance vith 
Exhibit B attached hereto. 

2. That operations shall begin under this authority when 
the applicant has filed with the North Carolina Utilities 
commission tariff schedules of rates and charges, adequate 
insurance coverage and otherwise compl~ed vit.h the rules and 
regulations of this commission, all of which shall be done 
within thirty (30) days from the date of t.his order. 

3. That the authorization herein shall const.itute a 
certificate until a formal certificate shall have been 
transmitted to the applicant authorizing transportation 
herein set out. 

ISSUED BY ORDER OF THE CO~SISSION. 

This the 13th day of May, 1971. 

(SEAL) 

DOCKET NO. T-153 

EXHIBIT B 

NORTH CAROLINA UTILITIES connISSION 
Katherine K. Peele, Chief Clerk 

Morven Freight Lines, Incorporated 
P. o. Box 718 
Wadesboro, North Carolina 28170 

Irregular Route Cgm.!fil! 
~arri~1h2ri!Y 

Transportation of Group 21, sand, 
gravel, dirt and debris in hags, 
packages or boxes over irregular 
routes in the territory described aS 
from points and places throughout the 
State of North Carolina to points and 
places throughout the State of North 
Carolina. 
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DOCKET RO. T-277, sue 12 
DOCKET NO. r-qeo, sue 28 
DOCKET RO. T-208, sue 30 

BEFOBE THE NORTH ClBOLIRA UTILITIES CO!!ISSION 

In the Platter of 
consolidated Applications of Old Dominion ) ORDER 

333 

Freight 1.ihe, High Point,. North Carolina; ) GRAHTIHG 
Thurston 3otor Lines, Inc., Charlotte, North ) CERTIFICATE 
Carolina; and overnite Transportation company, ) 
Richmond, Virginia, for a Common carrier ) 
Certificate to Serve "An Off-Route Pointn ) 

BEARD IN: 

BEFORE: 

APPEARANCES: 

The Hearing Room of the commission, Ruffin 
Building, Raleigh, Horth Carolina, on Friday, 
January 22, 1971,. at 10:00 A.l!l. 

commissioners John w. ftcDevitt, Biles H. Rhyne, 
and P!arTin R. Wooten (Presiding) 

For the Applicants: 

Honorable T. D. Bann 
Hatch, Little, Bunn, Jones & Liggett 
Attorneys at Lav 
P. o. Box 527, Raleigh, North Carolina 
For: Old Dominion ~reight Line 

Thurston notor Lines, Inc. 
overnite Transportation company 

No Protestants 

WOOTEN, COMMISSIONER: By applications filed 
simultaneously vith the Commission on October 1. 197.0, the 
applicants, Old Dominion Freight Line, High Point, North 
Carolina (hereinafter Old Dominion}; Thurston Hotor Lines, 
Inc., Charlotter North Carolina (hereinafter Thurston); and 
overnite Transportation company, Richmond, Virginia 
(hereinafter overriite), see): authority to engage in 
transportation of Group 1, General commodities. in a 
territory described as serving the plant site o·f Allied 
Chemical corporation located at or near I! oncure, North 
Carolina, on or near u.s. Highway 1,. as an off-route point. 

Notice of the applications, giving a description of the 
authority applied for, sett_ing the same for hearing on 
December 29, 1970, vas given in the :ommission's calendar of 
Hearings iss11ed October 9, 1_970- Subsequent thereto, Hotion 
to Postpone Rearing was filed vith the Commission, and by 
order dated December 11, 1970, hearing vas continued to the 
ca~tioned time and place. No one appeared at the hearing in 
protest or in opposition to the applications herein and no 
Protests were received by the commission. 
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The applicants presented John Burton, .Assistant Director 
of Traffic for overnite, Broce Hooks, Assistant Traffic 
l!anager for Thurston, and Robert B. Stanley, Sr., Traffic 
!lana9er for Old Dominion, as ~oJnp~any witnesses in support of 
their applications. In each 1 instance the witness introduced 
by reference the certificate of the respective carrier, the 
equipment list of the respective carrier, a copy of the 
proposed authority as filed vith the application for each 
carrier, and a copy of each carrier's financial statement as 
filed vith the application. The testimony of the witnesses 
and the various e:rhibits which they introduced tended to 
show that each of the applicants hold int:rastate authority 
which vould enable them to give needed service to the Allied 
Chemical Corporation Plant at ~oncure, North Carolina, on a 
needed statewide basis, in addition to that presently 
offered by Helms Motor Express, in the event they are 
granted the requested additional off-ro!l,te point authority; 
that the applicants are all fit, willing and able, 
financially and otherwise, to perform the proposed service 
on a continuing basis; that the applicants, and each of 
them, filed their application as a result of a request from 
Allied Chemical Corporation which desired such service: and 
that the applicants are in a position to supplement existing 
service to this customer for both inbound and outbound 
shipD!ents. 

The applicants also offered the testimony of e:r. Edvard 
T. Ramsey, who resides in Prince George county, Virginia, 
and vho is the l!anager for Procurement - Fiber Division - of 
\lliEd chemical Corporation. This vitness• testimony was in 
support of the applications heretofore filed; the vitness• 
evidence tended to shov that the present service afforded by 
Helms ~otor Express intrastate was not sufficient to serve 
the company's needs; that the company vas making purchases 
outside the State of North Carolina because it could obtain 
more prompt delivery· than that afforded by Helms Motor 
E11:press, intrastate; that the company needs to ship into and 
out of ~oncure to and from all points in North Carolina; 
that the company's outbound shipments will include synthetic 
yarns (polyester) b-oth interstate and intrastate; that 
inbound shipments vill include rav materials and operation 
and maintenance supplies: that inbound and outbound 
shipments vill be both less-than-truckload and truckload 
shipment.s; that Allied che11~cal company uses both its ovn 
trucks and common carrier vehicles; that Helms Motor 
Express• service is not adequate; that in his opinion this 
additional authority is needed in addition to present 
authorized and existing service; that his company's 
operation is a canst.ant opera ti-on vbich cannot be 
interrupted and favorable sources of available 
transportation are necessary; and that intrastate shipments 
inbound take from six to eight days, vhile the co■pany is 
presently receiving overnight service out· of Richmond, 
Virginia. 

Upon consideration of the applications and the evidence 
aaauced, the Commission makes the foll.owing 



AUTHORITY GRAN?ED 335 

FINDINGS Of FACT 

1. That public convenience and necessity requires the 
proposed service by the applicants, and each of them, in 
addition to existing authorized transportation service. 

2. That the applicants, and each of them, are fit, 
willing, and able to properly perform the proposed service. 

3. That the applicants, and 
and financiallv able to furnish 
continuing h11.sis. 

CONCLUSTONS 

each of them, are solvent 
adequate service on a 

The applicants, and each of them, are presently authorized 
by this Co111missi on to serve points and places covering 
almost all of the state of North Carolina, though none of 
the applicants serve all of the same points and their 
authorities differ substantially, and none of the applicants 
are presently authorized to serve l!oncure, North carolina; 
and it, therefore, appears that the applicants having 
authority to serve points in close proximity to Boncure, 
Borth Carclina, can conveniently serve the plant site of 
Allied Chemical corporation at or near noncure, North 
Carolina, as an off-route point from their respective 
existing franchises over Highways IJ.S. 70, U.S. 64 and 
U.S. 1. It further appears· t'hat the applicants, and each of 
t:hem, have the equipment and are financially able and 
otherwise qualified to tender the proposed service. 

Based upon the record, the evidence presented in these 
cases, and the foregoing Pindings of Fact, it is the 
conclusion of the Commission that the applicants, and each 
of them, have carried the burden of proof required for the 
granting of the authority sought and that the applications, 
and each of them, should be approved and granted. 

IT 15, THEREFO~E, ORDERED, as follows: 

1. That the application of Old Dominion Freight Line, 
Righ Point, North Carolina, be, and the same is, hereby 
granted, an,d that Common carrier Certificate No. c-97 in the 
na■ e of Old Dominion freight Line be, and the same is, 
hereby amended to include the authority more particularly 
described in Exhibit A hereto attached and made a part 
hereof. 

2. That the application of Thurston Motor Lines, Inc., 
Charlotte, North Carolina, be, and the same is, hereby 
granted, and that common Carrier Certificate No. c-26 in the 
name of Thurston Kotor Lines, Inc., be, and the same is, 
hereby amended to include the authority more particularly 
described in Exhibit A hereto attached and made a part 
hereof. 
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3. That the application of overnite Transportation 
company, Richmond, Virginia, be, and the same is, hereby 
granted, and that Common carrier Certificate No. c-6, in the 
name of overnite Transportation Company be, and the same is, 
hereby amended to iliclude the author.ity more particularly 
described in Exhibit A hereto attached and made a part 
hereof. 

4. That the applicants, Old Dominion Freight Line, 
Thurston l!otor Lines, Inc., and overnite Transportation 
Company, and each of them, file with the Commission 
appropriate tariffs and otherwise comply with the rules and 
regulations of the Commission and begin operating under the 
authority herein granted vithin thirty (30) days from the 
date of this oraer. 

ISSUED BY ORDER OF THE COK~ISSION. 

This the 26th day of January, 1971. 

(SEAI) 

DOCKET NO. T-277 
SUB 12 

EXHIBIT A 

DOCKET NO. T-qao 
SUB 28 

EXHIBIT A 

NORTH CA ROLIN A UTILITIES COMKISS ION 
nary Laurens Richardson, chief Clerk 

Old Dominion Freight Line 
P. O. Bo:r 1189 
High Point, North Carolina 

RruJ:ular Route Common 
Car~ill .!!!!Mt!!I 

Transportation 
commodities, e:rcept 
Special equipment as 

of General 
those requiring 
follows: 

Serving the Plant Site of Allied 
Chemical corporation located at or 
near Moncure, North Carolina, on or 
near u.s. Highway No. 1, as an off­
.!Q.!!1!:! 1!2!!!! from a ppli cant I s 
presently authorized routes. 

Thurston f'totor Lines, Inc. 
600 Johnson 'R:>ad 
Charlotte, North Carolina 

E!:!gular Route Common 
Carrier Auth2r!!I 

Transportation 
commodities, except 
special equipment as 

of General 
those mquirLng 
follows: 

Serving the Plant Site of Allied 
Chemical corporation located at or 
near f!oncure, North Carolina, on or 
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near u. s. Highway No. 1 • as an 2!I­
~ I!Qint from applicant•.s 
presently authorized routes. 

DOCKET NO. T-208 
STTB 30 

overnite·Transportation Company 
1100 Commerce Road 

EXHIBIT A 

Fichmond, Virginia 

Requl~ ~ £9.!!l!!e!l 
Carri~[. Authorfu 

Transportation 
commodities, except 
special equipment as 

of General 
those requiring 
follows: 

Serving the Plant Site of A.llied 
Chemical corporation located at or 
near Moncure, North Carolina, on or 
near u.s. Highway No. 1, as an 2IT­
route point from applicant• s 
present! y authorized routes. 

DOCKET NO• T-1367, SOB 5 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Platter of 
Application of Schverman Trucking Co., 611) RECOHftEMDED 
South 28th Street,. Plilvaukee, Wisconsin ) ORDER 

HEARD IR: 

BEFOBE: 

APPEARANCES: 

The commission's Hearing Rooc, Rttffin Building, 
Raleigh, North Carolina, on August 18, 1971, at 
q:30 A-"• 

E. A. Hughes, Jr., Examiner 

For the Applicant: 

J. Ruffin Bailey 
Bailey, Dixon, Wooten & ncDonald 
Attorneys at Lav 
P. o. Box 2246, Raleigh, North Carolina 27602 

ienneth Wooten, Jr. 
Bailey, Dizon, Wooten & ncDonald 
Attorneys at Lav 
P. o. Box 2246, Raleigh, North Carolina 27602 

Por t.he Protestants: 

Clawson L. Williams, Jr. 
Attorney at Lav 
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Branch Banking and Trust Building 
Raleigh, Nort.h Carolina 
Appearing for: ftayhelle Transport Company and 

Central Transport, Inc. 

HUGHES, EXAMINER: By application filed with the 
Commission on June 30, 1971, Schverman Trucking Co.,, 611 
South 28th Street, Milwaukee, Wisconsin, seeks irregular 
route common carrier aut.hority to engage 1.n the 
transportation of cement, in bulk, from points in North 
Carolina, restricted to shipments having immediate prior or 
suhsequent movement by rail, to all points and places in 
North Carolina. Notice of said application, along with the 
time and pla=e of the hearinq was published in the 
Commission's Calendar of Hearings issued on June 30, 1971. 

Protests thereto were timely filed by ~aybelle Transport 
Company, Lexington, North Carolina,- and Central Transport, 
Inc.,.• High Point, North Carolina. 

All parties were present and represented by counsel at the 
hearing. 

At the call of the case, Applicant moved to amend the 
application to change the commodity and territorial 
description to read as .follows: 

"Cement. in bulk, from all points in North Carolina to all 
points in North Carolina, restricted to shipments for the 
account of Ideal Cement company, Division of Ideal Dasie 
Industries, Inc., and to shipments having immediate prior 
movements hy rail and to construction projects only." 

since the proposed amendment would restrict and limit the 
authority sought and would in no sense result in an 
enlargement thereof, the motion to amend was al lowed, 
whereupon Protestants asked that their protests be vithdravn 
and excused themselves from the hearinq. 

Evidence tends to show that Applicant, Schverman Trucking 
Co., is one of the largest bulk commodity haulers in the 
country; th~t \pplicant has forty-one (41) tractors and 
thirty-one (31} dry tanks, specially designed and used for 
the transportation of dry commodities, based in North 
ca~olina; that the tcansportation of cement in bulk is 
higbly speciali-zed and reguires not only special equipment 
but drivers and employees who have had extensive training in 
the loading, unloading and handling of said commodities and 
that Applicant has the equipment. experience and financial 
ability to provide adequate and continuous service under the 
authority sought. 

The evidence further shows that Applicant presently bolds 
certain int.rast.ate common carrier authority for the 
transportation, of dry cement, in bulk. in North Carolina, 
including authority to transport said commodity from 
Wilmington, North .Carolina, and points and places within a 
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radius of fifteen (15) miles thereof, to points and places 
throughout the State. 

The application is supported by Ideal Cement Company 
(Ideal) whose manager of said firm's ICT Division at Castle 
Rayne, North Carolina, testified that Ideal's $i10,000,000 .. 00 
plant at Castle Hayne is the only manufacturer of cement 
within the state of North Carolina; that said plant produces 
three and ona-half mil.lion (3,500,000) barrels of cement a 
year and in the course of a year, adds $16,000,000.00 to the 
economy of the state; that Ideal is the largest cement 
producer in the country and has fifteen· (15) manufacturing 
plants located throughout the United States; that forty 
percent (40,) of the cement produced at castle Rayne is 
shipped to points in Rorth Carolina. fifty percent (501) of 
which moves by truck; that Ideal has used Applicant for all 
of its motor transportation needs since 1967, prior to which 
said firm did its own hauling in private carriage; that a 
substantial amount of dry cement is shipped from Castle 
Hayne to highway construction points throughout the State by 
rail; that said rail cars are placed on rail sidings usually 
some five (5) to fifteen (15) miles from the construction 
sit4=; that said commodit.y will be transferred from the rail 
cars to Anplicant• s trucks for transportation to the 
construction sites; that such ex rail shipments are not only 
more economical but allow for a more rapid and expe:1itious 
service to fit the contractors needs which vary from day to 
day; that the transportation of dry cement in bulk is a 
specialized field and requires an experienced carrier such 
as Applicant vho nas the facilities. including the specially 

. built. high cost equipment. 

Upon consideration of the application, the testimony of 
the Applicant and the supporting vitness, the exhibits and 
all of the evidence adduced, the Hearing Examiner makes the 
fol loving 

FINDINGS OF FACT 

(1) That public convenience and 
proposed set:vice in addition to 
transportation service, and 

necessity require the 
existing authorized 

(2) That the Applicant is fit, willing and able to 
properly perform the proposed service, and 

(3) That the Applicant is solvent and financially able to 
furnish adequate service on a continuing basis. 

CONCLUSIONS 

Applicant presently holds intrastate authority for the 
transportation of dry cement in bulk from Castle Hayne to 
all points and places within the State of North Carolina and 
can transport said commodity from origin to destination 
entirely by truck. For economical reasons, however, a 
substantial volume of such traffic moves by rail to the 
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nearest rail siding to the job site, from which point it 
will be move3. by Applicant•s trucks to the site of the 
construction. Applicant frankly admits that it vould no1: be 
profitable to perform the short moves from rail sidings to 
job sites, if that vas the total business offered by the 
shipper. For this reason, the shipper uses the services of 
~pplicant for all of its hauling, including moveaents from 
,the plant at Castle Rayne of both dry cement in bulk and in 
bags to all points vhere ez. rail shipments vould not he 
feasible. In this vay, the carrier gets all of Ideal's 
traffic, including that which is attractive and that which 
is not so attractive, such as the ex rail shipments, which 
would be offered if the authority sought is granted. 

The Hearing Examiner is of the opinion and concludes that 
Applicant bas carried the burden of establishing that a 
public demand and need exists for the proposed service; that 
shipper has a substantial volume of traffic to be moved in 
ex rail service to points throughout the State and that 
shipper requires the availability of speciali%ed equipment 
for the transportation of dry cement in bulk in expedited 
statewide deliveries to the various points, including job 
site locations. Shipper has demonstrated a need for 
APplicant•s proposed service which existing carriers either 
cannot or do not want to meet. The Hearing Examiner 
concludes that the authority souqht should be granted. 

TT IS, THEREFORE, ORDERED: 

(1) That Common carrier Certificate Ho. CP-31, heretofore 
issued to Schwerman Trucking co., 611 south 28th Street, 
lllfil.vaukee, Wisconsin, be, and the same is, hereby amended· to 
include the authority more particularly des~ibed in Exhibit 
B hereto attached and made a part hereof. 

f2) That Schverman Trucking Co. comply with the rules and 
regulations of the commission and institute service under 
the authority herein granted within thirty f30) days from 
the effective elate of this order .. 

BY ORDER OF THE COMMISSION. 

This the 26th day of August, 1971. 

(SEAL) 

DOCKET NO. T-1367 
SUR 5 

EXHIBIT B 

NORTH CAROLINA UTILITIES COSMISSION 
Katherine~- Peele, Chief clerk 

Schverman Truckinq Co. 
Irregular Route Common carrier 
Milwaukee, Visconsin 

Transportation of cement, in bulk, 
from all points in North Carolina, to 
all points in North carolina, 
restricted to shipments for the 
account of Ideal Cement company, 



AUTHORITY GBANTED 341 

Division of Ideal Basic Industries, 
Inc., and to shipments having 
immediate prior movements by rail and 
to construction projects on1y. 

DOCKET NO. T-1545 

BEFORE THE NORTH CAROLINA UTILITIES co~~ISSION 

In che Matter of 
~pplication of Worsley Transport, 
Street, Wallace, North Carolina 

Inc., N. Norwood) ORDER 
l 

HEARD IN: 

BEFORE: 

APPEARANCES: 

The Commission• s Hearing Room, Ruffin Building, 
Raleigh, North Carolina, on April 14, 1971, at 
2 :00 P. ~-

Commissioners Rugh A. Wells, Presiding, -John lf. 
HcDevitt and Miles H. Rhyne 

For the ~pplicant: 

Ralph McDonald 
Bailey, Dixon, Wooten and McDonald 
Attorneys at Law 
P. o. Box 2246 
Ralei gb, Horth car olina 

William c. Blossom 
Wells, Blossom & Burr:ovs 
Attorneys at Law 
P. o. Box 552, Wallace, Horth Carolina 

No Protestants 

WEILS, COKl!ISSIONER: By application filed' vith the 
Commission on January 28, 1971, Vorsley Transport, Inc., 
R. Norwood Street, Wallace, North Carolina, seeks a contract 
carrier permit to engage in the transportation of Group 21. 
Gasoline, Kerosene, Fuel Oils and Liquefied Petroleum Gas in 
bulk in tank t:rucks and l!otOr Oils, Greases and Antifreeze 
in packages and containers, between all points and places in 
Anson, Beaufort, Bladen, Brunswick, Carteret, Chatham, 
Colu ■bus, Craven, Cumberland, Dare, Duplin, Durham, 
Edgecombe, Franklin. Greene, Harnett. Hoke. Hyde, Johnston, 
Jones. Lenoir, ftoore, ftartin, Nash, Nev HanoTer, Onslow, 
Orange, Pamlico, Pender, Pitt, Richmond, Robeson, Sampson, 
Scotland, Tyrrell, Wake, Washington, Wayne and Wilson 
counties. 

Notice of the application reflecting the nature thereof 
and shoving the time and place of the hearing, was given in 
the Commi~sion•s calendar of Hearings issued February 1, 
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1971. No protests were filed and the application is 
unopposed. 

The evidence tends to show that Applicant presently holds 
an exemption certificate under vhich it leases equipment to 
shippers; that the president of the Applicant corporation 
has had fifteen ( .15) years experience in motor 
transportation; that Applicant has service stations 
throughout t.he area to be served under contract: that the 
commodities to be transported will be picked up at 
originating terminals in Selma and Wilmington and 
distributed to shippers within the territory applied for 
under contracts which were submitted at the hearing and 
received in evidence; that shippers to be served, during the 
peak season, need to move petroleum products quickly, upon 
short notice; that said shippers do not presently use common 
carriers for the reason that they cannot effectively perform 
the needed service and that the rates to be applied will be 
equivalent to those established by common carriers. 

The evidence further shows that Applicant vill use five 
(5) tractors and fourteen ( 14) tank trailers in its 
operation and that Applicant has a net worth in the amount 
of $10,000; that the Applicant is familiar vith the motor 
carrier business and understands the difference betveen a 
common· ca'rrier and a contract carrier as defined, classified 
and regulated by the Public Utilities Act; that Worsley 
Transport, Inc., vas incorporated under the lavs of the 
State of North Carolina on April 2, 1971, and that the Board 
of Directors consist of Donald A. Worsley, of Elizabethtown, 
Horth Carolina, and George K. fforsley and w. c. Worsley, 
Jr., both of Wallace, North Carolina. 

Upon consideration of the application and the evidence 
adauced, the Commission makes the fo.lloving 

FINDINGS OF FACT 

(1) That the proposed operations conform vi.th the 
definition of a contract carrier as contained in the Public 
Utilities Act, 

(2) That the proposed operations vill not unreasonably 
impair the efficient public service of carriers operating 
under certificates or rail carriers, 

(3) That the proposed service will not unreasonably 
impair the use of the highways by the general public, 

(4) That the 
properly perform 
ana 

Applicant is fit, villing and .able to 
the service proposed as a contract ~arrier, 

(5) That the proposed operations vill be consistent with 
the public interest and the policy declared in G.S. 62-2 and 
G.S. 62-259 of the Public Utilities Act. 
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CONCLOS IONS 

eased upon the record, the evidence presented in this case 
and the foregoing findings of fact, it is the conclusion of 
the Commission that Applicant has borne the burden of proof 
required by statute and that the authority sought should be 
granted. 

TT TS, THEREFORE, ORDERED: 

(1) That a contract carrier permit be granted Worsley 
Transport, Inc., N. Horwood street, RallaCe, North Carolina, 
to engage in the transportation of Group 21. Gasoline, 
Kerosene, Fuel Oils and Liquefied Petroleum. Gas in bulk in 
tank truckS and 11.otor Oils, Greases and Antifreeze in 
packages and containers, as particularly described in 
E%hibit A hereto attached and 11.ade a part hereof. 

(2) That Worsley Transport, Inc., file vith this 
Commission schedules of minimum rates and charges, evidence 
of insurance coverage. lists of equipment. designation of 
process agent and otherwise comply vith the rules and 
regulations of this commission an a. begin active operations 
under the authority herein granted within thirty (30} days 
from the dat.e of this order. 

(3) 
issued 
hereby 

That Exemption Certificate 
to Worsley Transport, Inc.• 
cancel lea.. 

No. E-16931. heretofore 
be. and the same is, 

BY ORDER OF THE CO~MISSION. 

This the 26th day of April, 1971. 

NORTH CARO·LIHA UTILITIES COtHITSSION 
Katherine~- Peele, Chief Clerk 

(SEA!.) 

DOCKET NO. T- 1 SUS 

EXHIBIT A 

'ilorsley Transport, Inc. 
contract carrier of Property 
Wallace, North Carolina 

Transportation of. Group 21. 
Gasoline. Kerosene, Fuel Oils and 
Liquefied Petroleum Gas in bulk in 
tank trucks and ~otor Oils. Greases 
and Antifreeze in packages and 
containers, between all points and 
places in Anson. Beaufort. Bladen, 
Brunswick, Carteret, cha tham, 
Columbus, craven. Cumberland, Dare, 
Duplin. Durham, Edgecombe, Franklin, 
Greene, Harnett. Hoke, Hyde, 
Johnston, Jones, Lenoir, Koore, 
Martin, Hash, Nev Hanover, :lnslov, 
Orange, Pamlico. Pender, Pitt, 
Richmond, Robeson, Sampson, Scotland, 
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Tyrrell, Wake, Washington, Rayne and 
Wilson Counties, under bilateral 
written contracts vith Tvin 
Petroleum, Inc., of Wallace, North 
Carolina, Worsley Oil company of 
B-urgaw, Inc., Burgaw, North Carolina, 
Worsley Oil company of Elizabethtown, 
Inc., Elizabethtown, North Carolina 
and Worsley Oil Company of Wallace, 
Inc., Rallace, North Carolina. 

DOCKET NO. T-825, SUB 148 

BEFORE THE NORTH CAROLINA UTILITIES co~~ISSION 

In the Hatter of 
Joint Application of Korth Carolina Bouse- ) ORDER ALLORING 
bold Goods Carriers For Authority to ftake ) INCREASES IB 
Uniform Increase and Changes in Line Haul ) LINE HAOL RATES 
Rates and Charges } AND CHARGES 

BRA RD IN: The commission Hearing Room, Ruffin Building, 

BEFORE: 

1 West ~organ Street, Raleigh, North Carolina, 
on July 15, 1971, at 9:30 o'clock, a.m. 

Chairman Harry T. 'Restcott (Presiding), and 
commissioners ftarvin R. ffooten, Riles H. Rhyne, 
and Hugh A. Wells 

APP EAR ANCES: 

For the Applicant: 

"r. Thomas R. Eller, Jr. 
Cansler, Lockhart & Eller 
Attorneys at Lav 
1111 North Carolina National Bank Building 
Charlotte, North Carolina 28202 

For the commission Staff: 

~r. ftaurice W. Horne 
Assistant commission Attorney 
North Carolina Utilities commission 
P. o. Box 991, Raleigh, North Carolina 27602 

No Protestants 

BY TRE cmun:ssION: This proceeding began vith the filing 
vith the Commission. of a Joint Application by counsel, 
Thomas R. Eller, Jr., of the law firm of Cansler, Lockhart 
and Eller, Charlotte, North Carolina, for and on behalf of 
the motor common carriers of household. goods in North 
cai:;-olina intrastate commerce and their tariff publishing 
agents, Motor Carriers Traffic Association, Lnc., Agent; 
Horth Carolina !otor carriers Association, Inc., Agent, and 
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North Carolina Household Goods 8overs and Warehousemen's 
Associati.on, wherein counsel for applicants sought to have 
the Commission approve a six (61} percent interim increase 
on line haul rates and charges effective Say 1, 1971, On 
statutory notice. Further, the application sought an 
additional increase of six (61) percent, thereby increasing 
the North Carolina intrastate line haul rates and charges to 
the proposed interstate level. 

By Order in this docket dated !'larch 29, 1971, oral 
argument on the application filed by counsel, as hereinabave 
enumerated and described vas ass:j.gned for April 6, 1971, and 
held as scheduled. Order issued April 21, 1971, in this 
docket denied the request of applicants I counsel to all6v 
the six (61) percent interim increase for application to 
Worth Carolina intrastate traffic effective ftay 1. 1971; 
suspended the use and application of the proposed tariff 
schEdules to and including ~ugust 31,. 1971; instituted an 
investigation into and concerning the lawfulness of said 
tariff scbed.ules; declared the matter to be of a general 
ratE case und.er G. s. 62-137; ser:-ved a copy of the Order 
upon the carriers I tarif_f publishing agents, and m:1.de the 
motor carriers participating or proposing to participate in 
the suspended tariff sched ul,es respondents. The 
commission's Order further directed that the schedules 
suspended not be changed or altered until the proceeding has 
been dispose:1 of or until the period of suspension has 
expired,. unless otherwise ordered by the commission .. 

The aforementioned Order of the Commission set the matter 
for bearing on July 15, 1•n1.. Ro protest to the involved 
tariff schedules vas received by the commission,. nor did any 
protestant appear at the hearing to offer evidence and 
testimony in opposition thereto. 

The matter came on for hearing as scheduled and the 
respondents presented eight (8) witnesses, to vit: Francis 
t. Wyche, L.. E.. Forrest, Hen T. Fralick., Wende11 Thornton. 
Jimmy Lavrence Paul, Frank E .. Watson, Hovard Frazier and 
William Walton. The Commission's Staff presented one 
witness. I. H .. Hinton. 

The representatives of respondents presented exhibits and 
testimony purporting to show the justness and reasonableness 
of the proposed rates and charges and tariff changes herein 
involved .. 

fir. Francis L .. Wyche. Executive secretary,. Household Goods 
carriers• Bureau and Agent of Korth Carolina Household Goods 
!lovers and Warehousemen's Association. for and on behalf of 
respondents. presented evidence in the form of testimony and 
exhibits tending to show the justness and reasonableness of 
the proposed increase in line haul rates and charges. His 
testimony tended to show that the intrastate rate levels 
shon1d be higher than interstate because of the benefits of 
foll utilization of equipment. manpower,. and the amount of 
back-hauls or return loads in interstate traffic; that 
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interstate shipments move on the average from 750 to 800 
miles and that intrastate shipments move on the average from 
100 to 150 miles. His testimony further tended to show that 
the North Carolina intrastate and interstate rates vere 
substantially at the same level in 1969; that effective !IIJay 
15, 1970, the interstate rates vere increased by six (6'l) 
percent, .and on !tay .1, 1971, said interstate rates vere 
increased by an average of 6. 25%. This witness also 
outlined and described tbe proposed increase in hourly 

. charges from $15.00 per hour for a van and two men to 
$19.SO, and the increase per hour for each additional man 
from $5.00 to $5.50 for t"egular hours, and fro111. $20.00 to 
t25.00 per hour for a van and tvo·men and from $7.50 to 
!8. 25 per hour for each additional man for after regular 
hoursi the change in mileage from 20 to 30 miles in the 
Storage in Transit rule; the proposed rule covering handling 
of shipments involving Elevator, Stair and excessive 
distance carry charges, and the proposed cancellation of the 
surcharge of 75 cents per each 1,000 pounds or fraction 
thereof, based on actual weight of entire shipment when 
released to a value not e:rceedib.g 60 cents per pound per 
article. 

The testimony of Hr. L. E. Forrest, Traffic ~anager, North 
Carolina Motor carriers Association, Inc., for and on behalf 
of respondent member carriers, tended to show that said 
respondent member carriers, support state-wide uniformity of 
household goods movers rates applying to all household goods 
transportation service rendered in North Carolina; that 
intrastate rates applicable to shipments of household goods 
should be substantially the same level as interstate rates 
for substantially the same service; that the interstate 
carrier can make better utilization of its equipment., 
manpower, and other facilities than the intrastate carrier; 
that the intrastate moves are usually for shorter distances 
than interstate moves, and that North Carolina intrastate 
operatinq costs have continued to increase since 1969 and 
spiral upward along vith increased o:,sts of equipment, 
licenses and taxes. 

ftr. Ben T. Fralick, Operations ~anager, Raleigh Bonded 
warehouse, Inc • ., offered testimony and exhibits tending to 
shov that more movements of household goods are handled by 
his company during the summer months than during the winter 
months; that his company has a great deal of idle equipment 
dur·ing the winter months: that moving is directly related to 
the degree of employment and is seasonal; that the mover 
cannot sell his trucks and discharge his drivers in the off­
seasop and neither can he use a van., dollies, and pads for 
something else in the off-season; tha:t his company has a 
serious need for additional revenue but does not vant North 
Carolina intrastate rates higher than interstate rates if it 
can be avoided; that his company's North Carolina revenues 
for the years 1969 and 1970 amounted to $80,602 and $54,593., 
and expenses for this same period were $104,173 and $69,13Q, 
producing operating ratios of 129.2% and 126.6%, 
respectively: that his company used a mileage pro-rate 
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formula in arriving at a separation of expenses attributable 
to Horth Carolina intrastate commerce; that the cost 
gasoline has increased by two (2} cents per gallon, license 
plates have increased by 251, labor cos:ts have increased 
greatly since 1969, and that drivers• wages per hour have 
increased from $2.20 per hour to $3.08 per hour, or a qoi 
increase. 

Bespondents next presented ~r. Wendell Thornton, ftanager, 
security Storage Company, Inc., whose testimony and exhibits 
tended to shov that his company had experieliced increased 
costs in 1970 over 1969; that for the years 1969 and 1970 
his company's North Carolina intrastate revenues amounted to 
!B0,301 and t51,~99, and expenses vere $98,843 and $54,660, 
producing operating ratios of 123.11 and 106.1%, 
respectively. Mr. Thornton's testimony re'flected that 
approximately 60:C: of the household goods moves are made 
during the four (Q) months period, June through September of 
each year; that of the more than 200 household goods movers 
engaged in North Carolina intrastate commerce, his committee 
selected 20 of these carriers as representatives thereof, 
using such criteria in arriving at a "cross-section" type 
sample as geographical location, size of operation, type of 
operation, and size of sample, and that these twenty 
carriers represent approximately ten (10~) percent of the 
household goods carriers engaged in North Carolina 
intrastate trafEic but represents approximately fifty (50%1 
percent of the total amount of revenues for these 200 
carriers. His Exhibit No. 5, offered into evidence in this 
proceeding, shows for the year 1970, the North Carolina 
intrastate revenues, intrastate mileage, total company 
regulated mileage, percent of intrastate mileage to total 
mileage, t.otal company operating expenses, expenses 
attributable to North Carolina intrastate commerce by use of 
the milP-age pro-rate formula, and the North Carolina 
intrastate operating ratios of the twenty study carriers 
hereinbefore mentioned, with the names of said carriers and 
their oper~ting ratios being as follows: 

RAfl!E AND l.OC~TION OF CARRIER 

A.BC Ploving and Storage, Greenville, N. C .. 
Airway l!oving and Storage Company, 

Nev Bern, n. c. 
Charlotte Van antt storage co .. , Inc •• 

Charlotte, N. c. 
Fleming-Sbav Transfer Company, 

Greensboro, N.. c. 
GiltErt Trucking Company, Eden, N. c. 
Hobty•s Transfer and Storage Company, 

Raleigh, N. C. 
Holland Transfer and Storage Company, 

Statesville, N .. C. 
Lentz Transfer, Winston-Salem, N. C .. 
!'lcCauley Bros. Moving and Storage, Inc., 

Jacksonville, N .. c .. 

OPERATING 
__ RA!.fil __ 

95.Bl 

96.9% 

1 04 .Ol 

96.0l 
96.9% 

151.7% 

95.0% 
1 08.01 

109.n 
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ftodern noving and storage, Fayetteville, N. c. 
!'!urray Transfer and storage co., 

Wilmington, H. c. 
North American !'!overs of K. c., Inc., 

Asheville, N. c. 
Patterson Storage warehouse Company, Inc., 

Fayetteville, N. c. 
Raleigh Bonded Wacehouse, Raleigh, N. c. 
Ruc'ker Moving and Storage Company, 

Greensboro, N. c. 
Security Storage company, Inc., 

Goldsboro, N. c. 
Spruill !'!oving and Storage, Washington, N. c. 
Streeter Roving and Storage Company, 

Goldsboro, N. c. 
Tatum-Dalton Transfer Company, 

Greensboro, H. c. 
Treiler•s Transfer, Salisbury, N. c. 

98.0~ 

96.6, 

100.6~ 

96.6~ 
126.6~ 

103.0~ 

106.1~ 
100.Q~ 

101.3% 

109.31 
107.1' 

Mr. Thornton's testimony further tended to shov that the 
household goods cac-riers do not currently have on file with 
the commission a published tariff scale of rates applicable 
to North Carolina intrastate shipments of household goods 
weighing 16,000 pounds and over as is the case for 
interstate shipments, but have no objection to publishing 
such a scale of rates for application to North Carolina 
intrastate traffic. 

The testimony of Respondent, Jimmy Lawrence Paul, Vice 
President and General nanager, Patterson Storage Warehouse 
Company, Inc., reflected that his company handled 126 North 
Carolina intrastate moves in 1969 col!l.pared to 87 moves in 
1970; that his company•s operating expenses have increased 
since 1969; that during this same period vages for drivers 
have increased 17.21, labor 18'1, vages for warehousemen 191 
and tires 17.41, and that North Carolina intrastate 
regulated business comprises approximately 24.56~ of his 
cogpany•s total business. 

nr. Frank E. Watson, President, Charlotte Van and Storage 
company, Inc., Respondent, offered testimony tending to shov 
that his company• s rate of return on investment is 2-1/2 
percent; that cost of repairing articles of furniture has 
increased 501 during the past three years, and that his 
company's North Carolina intrastate operating ratio is 104! 
for the year 1970. 

The testimony of respondents' last t.vo vitnesses, PJr. 
Hovard Frazier, President, Horth American Plovers of N. c., 
Inc., and PJr. William Walton, President, nurray Transfer 
and Storage Co., tended to shov that their companies ha v,e 
experienced a similar decline in volume of business since 
1969; and that they have experienced increases in costs of 
operations since 1969, similar to respondent witnesses 
bereinabove mentioned. 
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The Commission Staff pee Sen ted one vi tness in the person 
of Y. ff. Rinton. Certain exhibits which are of record vere 
presented by this witness as vell as testimony pertaining 
t: hereto. 

The filing of briefs vas waived by all parties of record. 

Upon consideration of the evidence adduced at the hearing 
and the recocd in this proceeding as a vbole, the commission 
makes the fellowing 

FINDINGS OF FACT 

(1) That respondent carriers participating in tariff 
sche~ules unier suspension in this proceeding, are common 
carriers of property by motor vehicle in North Carolina 
intrastate commerce, are subject to the jurisdiction of, and 
regulation by this Commission, and said carriers are 
properly before the co11mission in this proceeding. 

(2) That respondents have proposed cancellation of the 
surcharge of 75 cents per each 1,000 pounds or fraction 
thereo£, based on actual weight of entire shipment vhen 
released to a value not exceeding 60 cents per pound per 
article. 

(3) That the spiraling inflation in al11ost all phases Of 
intrastate operations of respondent motor carriers, 
including but not limited to, the cost of labor, repair 
parts, equipment of all kinds, taies, gasoline, oil, license 
fees., tires, office supplies, etc., has adversely and 
substantially affected the operating ratios of the 
respondents. 

(4) That the increase in line haul rates averaging 
approximately 12.251, the increase in hourly charges, the 
additional carry charges foe handling shipments involTing 
eleTators, stairs or eicessive distances in loading or 
unloading, and the cancellation of the surchilrge, are just 
and reasonable. 

(SJ That the operating ratios presented in this ■atter 
are based on a separation of intrastate and interstate 
revenues and expenses., and shov., generally, lover srstem­
vide operating ratios vhen coapared to the intrastate 
rat.ios; t.hat the operating ratios for intrastate operations 
are higher than vill allow a sufficient profit for continued 
serYicei and that the separations evidence in this 
proceeding did not establish s~ch separations with 
mathematical exactitude, but same did approxi■ate the 
ratable proportion of their ■ovements in intrastate traffic, 
which, vhen taken with other facts and circumstances with 
respect thereto, is of a sufficient probative force to ■ake 
the findings herein as required by statute. 

(6) That respondents should publish a sca1e of rates in 
their tariffs for shipments weighing 16,000 pounds and over. 
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Based upon the record in this proceeding and the foregoing 
FIRDINGS OF FACT, the commission concludes as follows 

CONCLUSIONS 

(1) That respondents should be permitted to cancel the 
surcbarge of 75 cents and remove same from their tariffs. 

(2) That the formulae developed and used by the 
respondents in apportioning their expenses has not .been 
approved by this commission for determining intrastate 
expenses, aml tb.e correctness of same is questionable. 
Nevertheless, based upon the foregoing FINDINGS OF FACT and 
the record in this proceeding as a whole, ve conclude that. 
respondents have shown a need for the additional revenue the 
proposed increases will produce, that the proposed increases 
are not excessive, and that the proposed changes in tariff 
schedules, including the scale of rates for shipments 
weighing 16,000 pounds and over, except as otherwise 
pro•ided, should be allowed to become effective. 

IT IS THEREFORE ORDERED: 

(1) 'J'bat t.he O~der ·of suspension and Investigation in 
this Docket dated April 21, 1971, be, and the same is 
hereby, vacated and set aside, for the purpose of allowing 
the publication hereinafter authorized to be ■ade effective. 

(2) That the proposed cancellation of the surcharge of 75 
cents per 1,000 pounds be, and same is hereby, allowed, and 
same shall be removed from the tariff schedules. 

(3) That except as otherwise hereinbefore provided, 
Respondents may by appropriate supplements to their tariffs 
make effective the rates and charges in issue in this 
proceeding, including the scale of line haul rates 
applicable to shipments weighing 16,000 pounds and over. 

(4) That the publication authorized hereby !!lay be made 
effective on one {1) day's notice to the commission and to 
the public, and shall in other respects coaply vith the 
Rules and Regulations of the Commission governing the 
construction, posting and filing of transportation tariff 
schedules. 

(5) That in all other respects the relief sought in the 
Joint Application in this matter, e%cept as hereinaboYe 
authorized be, and the same is hereby, denied. 

(6) That upon the publication hereby authori~ed having 
been ■ade, the investigation in this matter be discontinued 
and the same is considered as discontinued and the docket 
closed. 

ISSUED BY ORDER OF THE COR"ISSIOR. 
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This the 29th day of July, 1971. 

NORTH CAROLINA UTILITIES co~~ISSION 
Katherine!. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. T-107, SUB 5 

BEFORE THE NORTH CAROLINA UTILITIES coaarssroH 

In the ftatter of 
The Observer Transportation Company, 
Proposed Revision in Rates and Charges 

ORDER ALLOWING 
INCREASES IN 
RATES AND CHARGES 

HEARD IB: 

BEFORE: 

APPEARANCES: 

The commission Hearing Room, Ruffin Building, 
Raleigh, North Carolina, on April 1Q, 1971, at 
10:00 A. ~. 

Commissioners John R. ftcDevitt, Presiding, Rugh 
A. Wells and !iles ff. Rhyne 

For the Applicant: 

Ralph fll!cDonald 
Bailey, Dixon, Wooten & ftcDonald 
Attorneys at Lav 
P. o. eoz 2246, Raleigh, North Carolina 

For the commission Staff: 

Maurice w. Horne 
Assistant commission Attorney 
P. o. Box 991, Raleigh, Horth Carolina 

BY THE co"~ISSION: on December 29, 1970, The observer 
Transportation Company, Charlotte, North Carolina, a common 
carrier of property by motor vehicle in North Carolina 
intrastate commerce holding certificate Ho. C-289, issued by 
this Co11n11ission, filed North Carolina Intrastate Tariff NCUC 
No. 7, which would cancel NCUC No. 5. Applicant's Tariff 
filing indicates a scheduled effective date of Pebruary 8, 
197 ,. 

The Commission, being of the opinion that the proposed 
rate revLs1.ons and changes in Applicant's rules and 
regulations affected the public interest, by Order of 
January 27, 1971, set the matter for investigation and 
hearing to be held on ~pril 1q, 1971, in Raleigh, North 
Carolina, in the Commission's Hearing Room. The order 
further declared the proceeding to be a general rate case 
under G. s. 62-137, suspended the effective date of the 
Tariff to and including June B, 1911, and required Applicant 
to publish Notice of Hearing attached to the Order as 
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Appendix "A" by mailing such notice to its patrons vith its 
next mailing of bills Notice of the Hearing set by the 
commission. 

This matter vas called for hearing at the time and place 
specified in the commission's order of .January 27, 1971. No 
one appeared at the hearing in protest to the rate revisions 
requested by the Applicant. 

Applican! presented evidence to support its reguested 
increases in rates and charges through the testimony of 
~oseph Radovanic, r.eneral Manager and Vice President of the 
Applicant since September 1, 1970. !'Ir. Radovanic indicated 
that he vas responsible for the filing and preparation of 
the Applicant's Tariff and that he had engaged Cecil Davis, 
a retired Traffic Manager of Akers Motor Lines, to assist 
him in preparation of the Tariff filed in this proceeding. 
He testified that the Applicant is an irregular route 
specialized :::ommon carrier of property by motor vehicles, 
having authority from this commission to transport 
newspapers, periodicals, films and incidental thereto, 
general commodities. He indicated that the purposes in 
submitting the Tariff revisions proposed herein vere to 
increase its ~ates and change the type of structure of 
Applicant• s Tariff from a commodity-type Tariff to 
principally a class-rate type Tariff where each commodity 
would take a rate based upon certain classifications. Re 
testified that a class-rate tariff would bring Applicant's 
Tariff structure more in line with generally accepted 
standards of Tariff construction practiced by the motor 
carrier industry and reflected in the National ffotor Freight 
Classification. 

Witness Radovanic testified in connection with Applicant•s 
need for additional revenues and the increases sought in its 
Tariff filing. Applicant's Tariff herein seeks increases, 
and in certain instances decreases, in connection vitb Items 
80, 150, 160, 240, 250, 270, 280, 610 and 620, and vith 
respect to Pages 17 through 19 and Pages 21 through 23 of 
the Tariff's class-rate tables.. Witness Radovanic testified 
that the most significant increases requested in the 
application herein related to Item No. 160, minimum charges. 
Ap{)licant• s previous minimum charqes vere $2. 75 on distances 
less than 100 miles and SJ.00 on distances over 100 miles. 
The minimum chaO}es requested in the application herein are 
based on weight of shipments. Applicant requests a $4.00 
minimum on shipments of under 50 pounds and a $4.50 minimum 
on shipments of over 50 pounds. Under the proposed Tariff, 
Applicant requests authority to increase its minimum 
relating to storage, Item No. 240, from 7Bt to $3.00 per 
shipment. 

Exhibits supporting Applicant's need for increases in its 
rates and cbarges and changes in its rules and regulations 
were offered t:hrouqh the testimony of Witness Radovanic. 
Exhibits 4 and 5 reflect Applicant• s operations on a system 
basis and include its North Carolina and South Carolina 
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operations, and the financial data reflected therein also 
includes Applicant's interstate and intrastat_e operations ... 
Exhibit 6 reflects Applicant's deteraination of its North 
Carolina intrastate operating ratios for the calendar year 
1969 and for the first 10 months of the year 1970. 
Applicant's Exhibit 7 reflects the method used by it to 
determine the percentage of costs allocated to its 
intrastate freight. That Exhibit indicates that Applicant's 
percentage of allocation to its intrastate North Carolina 
operation is 37. 53'~. Relating that percentage to its 
operating cost and its terminal cost, Applicant derived an 
operating ratio of 109.31 for the calendar year 1969 as 
reflected in Exhibit 6. When considering intrastate 
revenues of $476,388 and intrastate expenses of $521,053 for 
the calendar year 196g, Applicant's Exhibits indicate that 
in connection v ith its intrastate North Carolina operations, 
it lost approximately $44,665. For the first ten months of 
1970, Applicant derived an operating ratio of 106.oi when 
considering intrastate North Carolina revenues of $432,570 
and intrastate expenses of $458,571, thereby reflecting a 
loss of $26,001 for that period. 

Applicant's Exhibit 8 indicates that an analysis of all of 
its intrastate billings for the veek: ending November 14, 
1970, tends to indicate that the increases requested herein 
voald amount to approximately $2,059 additional revenue 
dollars on a weekly basis. Consequently, the application 
herein involves request by the A~plicant for approximately 
$107,068 in l:ldditional annual gross revenues. 

Applicant's Exhibit 10 makes a projection for 1971, based 
on the increases requested in its application, assu~ed as 
having been effective on February 8, 1971. such projection 
reflects an operating ratio of 93.6S. This operating ratio 
results from projected revenues of $619,A41 and operating 
expenses amounting to approximately $580,073, vhich 
Applicant proiects as its reasonable operating costs for the 
year 1971. 

Applicant's Exhibit 3 is a statement of kncivn increased 
costs effective January 1, 1971, relating to payroll 
expenses. The increases and expenses reflected therein, 
relating to payroll only, amounted to $58,071. Witness 
Radovanic testified that Applicant has experienced increases 
in license taxes, maintenance expenses, depreciation 
ezpenses, and other related payroll expenses. These items 
are not specifically detailed in Applicant 1 s Exhibits. 

The Commission Staff presented a series of Exhibits 
shoving the Applicant's proposed rate adjustments, as 
coa.pared with its present rates, and the rates of other 
motor common carriers for the transportation of similar 
traffic. 

Upon consideration of the entire record of this 
proceeding, the Commission makes the following 
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FINDINGS OF FACT 

1. Applicant, The Observer Transportation comp~y, is a 
common carrier of property by motor vehicle in North 
Carolina intrastate commerce holding Certificate Ho. c-289, 
issued )"ly this Commission, and is subject to the 
jurisdiction of this Commission regarding regulation of its 
rates and services. 

2. Applicant's operating ra.tio for its North Carolina 
intrastate operations for the calendar year 1'969 vas 109.31, 
reflecting a loss of approximately $44,665. Foe the first 
10 months of 1970, Applicant's operating ratio was 106.0I, 
reflecting a loss of approximately $26,001. Inasmuch as 
~pplicant•s operating ratios for the periods above stated 
reflect that Applicant, vith respect to its North Carolina 
intrastate· operations, has operated at a dP.ficit, the 
commission finds that it.s operating ratio bas been 
sufficiently high to justify approval of additional 
revenues. 

3. The increases in rates and charges requested herein 
vill result in additional annual revenues to the Applicant 
of approximately $107,068. 

4. The increases in rates 
rules proposed herein by the 
reasonable and should be allowed 

and charges and changes in 
Applicant are just and 

to become effective. 

eased upon the foregoing Findings of Fact, the commission 
makEs the following 

CONCLUSIONS 

The increases in rates and charges requested by the 
Applicant amounting to approximately $107,068 in additional 
annual revenues and the changes in its Tariff rules are 
conclud~d to be ;ust and reasonable and necessary to permit 
the Applicant to provide adequate and efficient 
transportation service at the lowest cost consistent vith 
the furnishing of such service. The operating ratio of 
Applicant's operating revenues and expenses which will be 
reflected in the additional annual increases allowed by this 
Order should result in a ratio of approximately 92'-, which 
the Comniission concludes vi11 enable the Applicant to 
provide adequate and efficient transportation service to the 
public in connection vith its intrastate operations. 
Accordingly, 

TT IS, THF.REFORE, OPDERED as follows: 

1. That The Observer Transportation Company be, and the 
same hereby is, authorized to increase its rates and charges 
and to change its rules and regulations in accordance vith 
its North Carolina intrastate Tariff NCUC No. 7. 
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2. That publication of the increases approved by this 
Order may he made effective upon five days' notice to the 
Commission ~nd to the public, but in all other respects 
shall compl7 vith the rules and regulations of the 
Commission governing the construction, filing and posting of 
tariff schedules. 

IS~UED BY ORDER OP THR COM~ISSION. 

Tl:is the 24th day of May, 1971. 

NORTH CAROLINA UTILITIES COMSISSION 
Katherine n. Peele, Chief Clerk 

(SEAl) 

DOCKET NO. T-1549 

BEFORE THE NORTH CAROLINA UTILITIES COK~ISSION 

In the Matter of 
Sale and Transfer of Certificate No. c-14 of 
Waco Trucking, Inc., P. O. Box 1552, Hickory, 
North Carolina, by Colonial Acceptan~e corpo­
ration, rn. Hollv, North Carolina, to A C 
Express, Inc., 333 Payetteville street, 
Raleigh, North Carolina 

) 
) 
) RECOKKENDRD 
) ORDER 
) 
) 

HEARD IN: The Hearing Room of the commission, Raleigh, 
North Carolina, on April 1, 1971, at 11:00 A.1'1. 

BEFCBE: E. A. Rugh es, Jr., Exat11iner 

APPEARANCES: 

For t.he Applicants: 

A. Ward "cKeithen 
Fleming, Robinson and Bradshaw, P.A. 
1212 American Building 
Charlotte, North Carolina 28202 
For: Colonial Acceptance corporation 

\rch T. Allen, III 
Allen, Steed & Pullen 
Attorneys at Lav 
P. O. Box 2058, Raleigh. North Carolina 27602 
For: A. c. Express, Inc. 

For the commission's Staff: 

~anrice W. Horne 
~ssistant Commission A tt:orney 
P. o. Box 991, Raleigh, Horth Carolina 

HUGHES, EXAaIRER: By application 
commission on ftarch 4, 1971, Vaca Trucking, 

filed vith the 
Inc., a North 



356 MOTOR TRUCKS 

Carolina corporation, vith a business address of P. o. Box 
1552, Hickory, North Carolina, hereinafter called "Vaca", 
Colonial Acceptance corporation, a North Carolina 
corporation vith a business address of P. 9. Box QOS, Mt. 
Holly, North Carolina., hereinafter called "Colonial" and A c 
Express, Inc., a North Carolina corporation with the 
registered address of Suite 701, 333 Fayetteville Street, 
Raleigh, North Carolina, hereinafter called "Express", seek 
the approval by the commission under G.S. 62-111 of the 
transfer of all motor carrier intrastate operating authority 
as shown in Certificate Ro. C-14 issued by the commission in 
the name of Waco by Colonial to Express. 

Notice of said application, along with the time and place 
of bearing, together vith a description of the involved 
authority, vas published in the :ommission•s Calendar of 
Hearings issued ~arch 15, 1971. 

The transfer 
sought resulted 
waco franchise 
to G.S. Section 
Commercial Code. 

of the certificate for which approval is 
from the foreclosure by Colonial upon the 
and a contract of sale with Express pursuant 

25-9-504 of the North Carolina Uniform 

The evidence tends to show that Waco became indebted to 
Colonial upon a short term pro111issory note dated February 
19, 196A, for $25,000; that in addition, Waco, in February, 
1966, nncon1itionally guaranteed to Colonial the full 
payment and performance of the obligations and indebtness of 
Gaines l'lotor Lines, Inc. (Gaines) to Colonial; that to 
secure the $25,000 promissory note and all other obligations 
of Waco to Colonial, including the g-uaranty of Gaines• 
indebtedness, iaco granted to Colonial a security interest 
in its operating authority {Certificate No. c-14) by a 
security agreement dated February 19. 1968 and that Colonial 
gave notice pursuant to G.s. 62-167 to the .Commission of the 
promissory note and security agreement and perfected its 
secur~ty interest in the said operating authority by filing 
financing statements vith the Secretary of State and in 
Borke County on February 22, 1968. 

The evidence further tends to shov that Waco has defaulted 
after demand by colonial on both its promissory note and its 
guaranty vith the amount due on the note as of April 1, 
1971, exclusive of collection expenses, being $26,606.98, 
and the amount due under the guaranty being approxiaately 
s1ce.ooo; that Colonial has exercised its right as a secured 
party of foreclosure upon the Waco franchise and has entered 
into a binding contract of sale vith Express pursuant to 
G.s. 25-9-504 of the North Carolina Uniform Commercial code. 
The total consideration involved in the proposed transaction 
is $60,000, which vill be paid hy Express to Colonial npon 
approval of the application herein. 

Colonial 
interest in 
foreclosure 

claims 
and 

sale, 

that it has a prior and superior security 
claim to the full proceeds of said 

and furthermore, that no one holds or 
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claims of record a lien or sec11rity intecest in the 
franchise e~cept a general lien asserted by the Internal 
Revenue service against 'Aaco•s general assets for taxes due 
in the total amount of IS. 426. 28. 

The evidence further tends to show that Express, although 
a nev corporation formed for the purpose of purchasing and 
operating said authority, is fit, willing and able; that its 
president and sole shareholder has many years of valuable 
experience in motor carrier transportation and that Express 
has or is taking the necessary steps req-uired for it to 
operate actively this authority if the transfer is approved: 
that the Transferee corporation has a net vorth in the 
auount of some $15,000; that it has entered into an 
agreement for leasing equipment and for use of office and 
terminal space in Charlotte, North Carolina, which equipment 
and space will be available upon.approval of the proposed 
transfer and that Transferee is currently negotiating 
possible supplementary agreements for leasing additional 
equipment .. 

The evidence further tends to shov that debts outstanding 
against Waco of the nature specified in G .. s. 62-111 (cJ are 
as follovs: 

For gross receipts, use or privilege taxes due or to 
become due the State: !291.21: for loss or damage of 
goods: $200. 41; for overcharges: $302. 94; and for 
interline accounts due other carriers: $10,623.41. 

In addition, a Notice of Levy dated !'larch 9,. 
Internal Revenue Service to colonial Acceptance 
naming Waco Trucking, Inc., as taxpayer, shovs 
due in the amount of $5,426.28. 

19711 by the 
corporation 
a total tax 

~s heretofore indicated, Colonial claims that it has a 
prior and superior security interest in and is entitled to 
the full proceeds of the foreclosure sale and that such a 
transfer pursuant to a foreclosure s3.le should be e:1cluded 
from the bond referred to in G. S. 62-111 (cJ. 

Brief vas filed by ~pplicants. 

Upon consideration of the application; all 
evidence,. exhibits and brief of the Applicants, the 
Exa ■iner makes the following 

FINDINGS OF FACT 

of the 
Hearing 

(1) That Waco Trucking, Inc •• is the holder of Common 
carrier certificate No. C-14, heretofore issued by this 
Co■ mission authorizing the transportation of general 
commodities within and between a large number of counties 
within the State of North Carolina. 

(2J That A c Express, Inc., is a new corporation,. 
organized an~ e:1isting under the lavs of the State of North 
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Carolina, and formed for the purpose of purchasing the 
authority involved in this application; that its president 
and sole shareholder is experienced in the transportation of 
general commoditif'!s, having had many years of executive 
experience with major motor carriers within ;1.nd without the 
state of North Carolina and that Transferee is fit, willing 
and able, financially and othervis~, to acquire the involved 
autbot"ity and provide adequate and continuous service 
thereunder. 

(3) That Waco Trucking, Inc., is indebted to colonial 
Acceptance Corporation upon a short term promissory note 
dated February 19, 196ij, for $25,000s; that in addition, Waco, 
in February, 1966, unconditionally guaranteed to Colonial 
Acceptance corporation the full payment and performance of 
the obligations and indebtness of Gaines ~otor Lines, Inc., 
to Colonial Acceptance Corporation; that to secure the 
$25,000 promissory note and all other obligations of Waco to 
colonial, including the guaranty of Gaines• indebtedness, 
Waco granted to colonial a security interest in its 
operating authority by a security agreement dated February 
19, 1968; that Colonial gave notice pursuant to G.S. 62-167 
to the Commi'ssion of t.he promissory note and security 
agreement and perfected its security interest in said 
operating authority by filing financing statements with the 
secretary of state and in Burke county on February 22, 1968. 

(Q) That Waco defaulted after demand on both its 
promissory note and its guaranty vith the amount due on the 
note as of April 1, 1971, exclusive of collection expenses, 
being $26,605.98 and the amount due under the guaranty being 
approximately !108,000; that Colonial bas exercised its 
rigbt as a secured party of foreclosure upon the Waco 
franchise and has entered into a contract of sale with A c 
Erpress, Inc~, pursuant to the Horth Carolina Uniform 
commercial co1e. 

(5) That. there are other substantial debts and claims 
against Vaco of the nature specified in G.s. 62-111 {c), 
including $291.21 in taxes due the State of Horth Carolina 
and .!iS,426.28 in tares due the federal government and that a 
Rotice of Levy dated Pfarcli 9, 1971, vas received by colonial 
~cceptance corporation from the Internal Revenue Service 
with regard to federal taxes and the amount due by Vaca 
Ttocking, Inc. 

(6) That notwithstanding the contention of colonial 
Accepfance Corporation that it has a prior and first 
security interest or lien in the franchise !lDd therefore is 
entitled to foreclose it and apply the proceeds of the sa1e 
to the obligations of Waco to colonial, it is felt that some 
provision should be made for creditors, if any, With ~ights 
in the franchise superior to colonial and that Colonial has 
expressed its willingness to give its assurance that the net 
proceeds of the foreclosure, after expenses of the 
foreclosure, would he applied to these creditors, if any, 
with liens upon 'the franchise superior to Colonial. 
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('7) That the proposed transfer of ~ut~ority and the 
acquisition thereof by A C Express_, Inc., is 1.n the public 
interest ani shoulcl. be approved, with the provision that if 
some other creditor can prove that it has a position or 
claim in this franchise superior to that of Colonial, the 
said Colonial will assume the legal responsibility of 
applying the proceeds of this sale, up to $60,000, to such 
superior creditor or creditors. 

CONCLUSIONS 

It appears that upon the facts as found at the hearing and 
as stated in Applicants• brief, that colonial Acceptance 
corporation has the right under the North Carolina Uniform 
Commercial Code, to dispose of the Waco franchise by private 
sale to Express; that the Uniform commercial code as adopt:ed 
in North Carolina covers the rights and priorities of 
secured parties as to personal property collateral; that an 
operating authority is a general intangible covered by the 
UCC in vhich a security interest may be granted by a 
security aqreemen t and perfected by the filing of a 
requisite financing statementi that in this case, a security 
interest in the franchise was clearly granted to colonial 
and perfected as of February 22, 1968, and proper notice 
thereof given to the Commission; that the official record of 
the Secretarv of State indicates that as of April 1, 1971, 
no one, other than Colonial, has ~ver been granted a 
sec;:urity interest in the franchise; that upon default in the 
obligation secured, the Uniform Commercial Code grants the 
secured party th?. right of foreclosure by public or private 
sale; that all reguirements of such private sale have been 
observed and that as between conflicting security interests 
or liens in the same collateral, the Uniform commercial Code 
basically provides that the first to perfect its security 
intErest. by Eiling has priority. 

It further appears that the procedure for the approval by 
the commission of the trans fer of a franchise in a 
foreclosure sale under the Uniform commercial code is not 
clearly coordinated vith the UCC; th.at the Uniform 
Commercial Code became effective in North Carolina in 1967, 
aftEr the Public Utilities Act. of 1963; that G.S,. 62-111 of 
the Public Ut.ilities Act does not specifically deal vith 
foreclosure transfers, although G.S. 62-111 (c) does exclude 
certain transfers under court order. 

It furth~r appears that G.S. 62-lil(c) gives the 
Commission discretion as to requiring a bond of the seller 
and that such a bond, in this case, may not be appropriate 
in that the type debts enumerated in G.S. 62-111(c) may he 
inferior to Colonial I s right. 

In view of the nature of the transaction involved in this 
proceeding, vhich, in fact, appears to be the first of its 
kind before the Com111ission, the Rearing Examiner concludes 
that a bond should not he required, but that Colonial 
Acceptance Corporation should be required to assume the 
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legal responsibility of applying the proceeds of this sale 
to any other creditor or creditors for debts enumerated in 
G.s. 62-111 (c), who can prove that they have a position or 
claim in the involved franchise superior to that of Colonial 
Acceptance corporation. 

The Examiner further concludes that the transfer of common 
Carrier Certificate No. C-14 from Waco Trucking, 'Inc., to AC 
Express, Inc., is consistent vith the public interest and 
should be approved. 

IT IS, THEREFORE, ORDERED: 

(1) That the transfer of Common Carrier certificate No. 
c-14, containing the authority more particularly described 
in Exhibit B hereto attached and made a part hereof, by 
Colonial Acceptance Corporation to Ac Ez:press, Inc., be, 

· and the same is, hereby approved. 

(21 That Colonial Acceptance Corporation be liable for an 
amount up to the net proceeds of the foreclosure, after 
expenses 9'f the foreclosure, for a11 debts and claims of the 
nature specified in G.S. 62-111(c) against Waco Trucking, 
Inc., wbich are proven to be superior to that of said 
Colonial Acceptance corporation. 

(3) That Transferee file vith the Commission evidence of 
the required insurance, tariff of rates and charges, lists 
of equipment, process agent and otherwise comply with the 
rules and regulations of this Commission and insi;itute 
operations under the authority herein acquired within thirty 
(-30 J days from the date that this order becomes final. 

BY ORDER OF THE CO.PIM!SSIDN. 

This the 6th day of May, 1971. 

(SEU) 

DOCKET NO. T-15q9 

EXHIBIT B ( 1) 

NORTH CAROLINA OTILITIES CO"MISSION 
Katherine~. Peele, Chief clerk 

Ac Express, Inc. 
Irregular Route Common Carrier 
·Raleigh, North Carolina 

Transportation 
c9m111odi ties, except 
~ecial eqt1 ipment 
unman t1facturea. 
accessories, over 
between points an~ 
radius of 100 miles 

of general 
those ~quiring 

and except 
tobacco ana 
irregular routes, 
places vithi n a 
of Vinston-Salem. 

(2) Transportation of general 
commodities, ezcept those requiring 
special equipment over irregular 
routes between points and places 
within the counties of Edgecombe, 
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Wayne, 
Pender, 
of Wake 

Sampson, Duplin, :>nslov, 
Nev Hanover and that portion 

not included in Item (1). 

DOCKET NO. T-1523, SUB 1 

BEFORE THE NORTH CAROLINA UTILITIES C05MISSION 

In the ftatter of 
c & o warehousing Corporation, Research Triangle 
Hoving and storage, Inc., P. o. Box 12115, 
Research Triangle Park, North Carolina 

ORDER 
APPROVING 
STOCK 
TRANSFER 

BY TRE CO~ftLSSION: Ey application filed with the 
commission on August 26, 1971, approval is sought of the 
transfer of control of Research Triangle ftoving and storage, 
Inc., from B. E. Tisdale and c. G. Whitehurst, as Transferors, 
to c & o warehousing corporation, as Transferee, through the 
sale and transfer of all of the outstanding stock in said 
corporation from said Transferors to said Transferee. 

Notice of the application. together vith a description of 
the authority held by Research Triangle 11oving and Storage. 
Inc.. along vith the time and place of the hearing. vas 
published in the commission's Calendar of Hearings issued 
September 1, 1971. The notice contained a provision that if 
no protests were filed by 5:00 P.ff •• Thursday. October 21. 
1971. the case would he decided on the basis of the 
application, the docu?nentary evidence attached thereto and 
the records of the commission pertaining thereto, and no 
hearing vould be held. 

The application is unopposed. 

It appears from the application and the records of the 
Commission that Research Triangle l!oving and Storage, Inc., 
is a corporation duly organized under the lavs of the State 
of North caro.lina, with its principal offic'! and place of 
business in Durham. North Carolina; that said corporation is 
the holder of common carrier Certificate Ro. c-666, 
heretofore issued by the North Carolina Utilities commission 
authorizing the transportation of household goods between 
all points and places throughout the State of North 
Carolina; that pursuant to an agreement attached to the 
application, the Transferors agree to sell all of the 
outstanding shares of stock in Research Triangle Hoving and 
Storage, Inc., to Transferee and that after said purchase, 
Transferee will hold one hundred percent (100%) of the said 
outstanding stock. It appears further from the application 
and from the records of the com11.ission that the authority is 
active; that there will be no reduction in service resulting 
from the change•of control; that there are no debts or 
claims against Research Triangle Moving and Storage, Inc., 
of the nature specified in G.s. 62-111 (c) and that 
Transferee is qualified financially and otherwise to acquire 
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control 
provide 
held by 

of Research Triangle Hoving and Stocage, Inc.. and 
adequate and continuous service under the authority 

said corporation from this Commission. 

~p~n consideration thereof, the commission is of the 
opinion ann finds that the change of control of Research 
Triangle Moving and storage, Inc., from said Transferors to 
said Transferee through stock transfer is justified by the 
public convenience and necessity as contemplated under G.S. 
62-111{a) an:1 that the application should be approved.. 

IT IS, THEREFORE, ORDERED: 

That the sale and transfer of all of the capital stock of 
Research Triangle Ploving and Storage, Inc.·, from B.E. 
Tisdale and C.G. Whitehurst, as Transferors, to c & O 
Warehousing Corporation, as Transferee, be, and the same is, 
hereby approved. 

BY ORDER OF THE COHHISSION. 

This the 27th day of October, 1971. 

(SEAL) 
NORTH CAROLINA UTILITIES COHHISSIOR 
Katherine K. Peele, Chief Clerk 

DOCKET NO. T-1481, SUB 2 

BEFORE THE NORTH nROLINA UTILITIES C_OUISSIOR 

In the Ratter of 
Joint Applic3tion for the Sale and Transfer of 
certificate No. C-847 from Redmond Wells, High­
way 301 North, Wilson, North Carolina, to Plan­
ning !ssociates, Inc., d/b/a Carolina ~obile­
movers, Highway 29, Concord, North Carolina 

l ORDER 
l APPROVING 
l SALE 
) AND 
l TURSFER 

HEARD IN: The Commission• s Hearing Room, Ruffin 
Raleigh, North Carolina, on April 7, 
11:00 A. M. 

Building, 
1971, at 

BEFORE: 

APP BARA NCES: 

Chairman Harry T. Nestcott and Commissioners 
John w. KcDevitt, narvin R. Vooten (Presiding), 
and Kiles H. Rhyne 

For the Applicants: 

John R. Boger, Jr. 
Williams, Willeford & Boger 
Attorneys at Lav 
P.a. Box 810, concord, North Carolina 
For: Planning Associates, Inc. 
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David ff. Connor 
Connor, Lee, Connor & Reese 
Attorneys at Lav 
P.O. Box 2047, Wilson, North Carolina 
For: Pedmond Wells 

For the Protestant: 

Thomas s. Harrington 
Harrington & Stultz 
Attorneys at Lav 
P. o. Box 535, Eden, North Carolina 
For: Transit Homes, Inc. 

363 

WOOTEN, COM"ISSIONER: The joint application for the sale 
and transfer of Common Carrier Certificate No. C-847 vas 
filed on February 2, 1971, by Planning Associates, Inc., 
d/b/a Carolina ~obilemovers {Transferee} and Redmond Wells, 
d/b/a Wells ~obile Home "overs (Transferor). Said common 
carrier certificate contains the following operating 
authority: 

"Commodity an~ Territory Description: Transportation of: 
Group 13, '10TOR VEHICLES - ffith the following limitation. 
To tow or haul mobile homes or trailer homes only, in that 
area of North Carolina lying on and east of u.s. Highv"iy 
21 from the South Carolina line on the south to the 
Virginia line on the north." 

Notice of the application setting forth a description of 
the authoritv applied for and setting the matter for hearing 
on P!arch 10, 1971, vas given in the Calendar of Hearings 
issued Pebruary 15, 1971. Said notice provided that if no 
protests were filed by 5:00 P.!'f., MedneSday, Karch 3, 1971, 
the case would be decided on the basis of the application, 
the aocumentary evidence attached thereto and the records of 
the Commission pertaining thereto, and no hearing would be 
held. Protest vas filed by Tl:'ansit Homes, Inc., Greenville, 
South Carolina, on llfal:'ch 2, 1971. Upon agl:'eement by the 
parties the 111at.ter was continued to the date, time and place 
set out in the caption. 

Nr. Redmond Wells, the Ttansferor Applicant in this case, 
vas sworn and testified that be lives in Milson, North 
Carolina; that his principal occupation and business is the 
movement of mobile . homes; that he is the ovner of 
Certificate No. c-eq7 vhich vas granted to him by this 
Commission in 1962 or 1963 and covers the movement of mobile 
homes intrastate to and between all points and places on and 
east of u.s. Hi;hvay 21; that he has been continuously in 
the business of moving mobile homes since his certificate 
vas issued to him; that he ovns tvo vehicles used in the 
movement of mobile homes, a 1969 Chevrolet and a 1966 Pord; 
that he oper:ites under the name of Wells Mobile Home l'lovers; 
that he has continuously maintained his insurance as 
req oired by the rules of this Commission since his 
certificate vas granted; that he has entered into a contract 
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giving Planning Associates an option to purchase his 
certificate; that he has continued to provide l!IObile home 
moving service pending approval of this transfer; that he 
has filed regular common carrier of property monthly reports 
vitb the North Carolina Department of actor Vehicles 
indicating the extent of his business; that he would obtain 
and file vith the commission as late exhibits to be marked 
Exhibit "X", Exhibit nyn., and Exhibit nzn (vhich reports 
have been duly filed and received by the commission): that 
the reports filed by him in connection with his business 
indicate that during the month of November 1970, his gross 
revenues were $759.25, for the month of December 1970, $803, 
and for the month of January 1971, $1,039.22; that said 
reports indicate the majority of his business is located in 
the eastern portion of his territory, but that he has been 
constantly and continuously available for service in all 
areas assigned to him; that in fact he has made movements in 
all sections of his territory during the three months, 
November, December, 1970, and January, 1971; that he 
advertises in the yellov pages of numerous telephone books 
in his territory, though he does not advertise in all 
telephone directories in each and every county which he 
serves; that he has not refused a haul when requested except 
on occasions when he was busy making other moves and the 
individual demanded instant service; that he had a gross 
income for the year 1970 from the movement of mobile homes 
of approximately $12,000.00; and that he is being required 
to curtail his operation due to health considerations and 
this is the reason that he is endeavoring to sell his 
certificate. 

w. Earl Critz testified that he lives in Kannapolis, North 
Carolina~ and. that he and Mr. Eugene F. Brovn are t.he 
stockholders in Planning Associates, Inc., vhich operates a 
mobile home moving business in the counties of Cabarrus, 
F.ovan and Stanly under a certificate granted by this 
commission; that his company operates their mobile home 
moving business under the name of Carolina ~obilen3Vers; 
that his company entered into an option contract for the 
purchase of the certificate here sought to be transferred; 
that his company is also in the business of retail selling 
of mobile homes; ~hat his company has the financial means 
with vhich to actively operate the authority here sought to 
be transferred.; that his company owns sufficient vehicles 
and has sufficient full- time personnel to operate the 
authority sought to be transferred on a full-time basis and 
is in a financia 1 position to add additional equipment and 
personnel as required to meet the demands of the sobile home 
moving public; that his company nov ovns two trucks for the 
movement of mobile homes and has been in the mobile home 
business for one and one-half years; that -his company is 
willing and able, financially and otherwise, to serve the 
public needs in the territory applied for; that his company 
has tentative plans for establishing a nnmber of terminals 
at various points as is necessary to properly serve the 
public; that Planning Associates, Inc •• introduce~ its 
balance sheet. as of Hay 31, 1970, shoving total assets of 
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!440,580.56 and total stockholders• equity of $75,371.69; 
and that his company is ready, willing and able to begin 
operating under the authority here sought to be transferred 
immediately upon the approval of the same. 

The protestant did not offer any evidence except to 
request the commission to make a part of the record for its 
consideration the question of all that authority presently 
existing in the subject area especially, of course, that 
granted since 1962 that is presently serving this area. The 
commission has taken judicial notice of all of its records 
as requestefl by the protestant in its deliberations herein. 

FINDINGS OF FACT 

1. The Transferor, Redmond Wells, d/b/a Wells ftobile 
Home novers, Highway 301 Horth, Wilson, Horth Carolina, is 
the holder and ovner of North Carolina common carrier 
certificate No. c-847 and is actively engaged in the 
transportation of mobile homes authorized thereunder, and it 
continuously offered and has had available its service under 
its said franchise to the public since the time of issuance. 

2. There 
il/b/a Wells 
Transferee 
62-111 (c). 

are no debts or claims against Redmond Wells, 
fl!obile Home Movers, the Transferor, of vhich the 
or Transferor has knowledge as defined in G.S. 

3. The Transferee, Planning Associates, Inc., d/b/a 
Carolina rtobilem.overs, Highway 29, concord, North Carolina, 
is a co-r:pora.tion organized and existing under and in accord 
with the laws of the State of North Carolina doing business 
as mobile home 11overs and in the business of the 
transportation of mobile homes in the State of North 
Carolina in three counties, to vit: Cabarrus, Rovan and 
Stanly~ that the Transferee has had one and one-half years 
experience in the movement of mobile homes; that it is 
familiar vi th the safety rules and regulations of this 
commission and is fit, willing and able, financially and 
otherwise, to engage in the transportation of mobile homes 
between points and places in Borth Carolina as enumerated in 
Exhibit B attached hereto. 

4. That the transfer in this case is in tb.e public 
interest and will not adversely affect the service to the 
pnblic under said franchise and will not 11nlavfully affect 
the service to the public by other public utilities. 

CONCLUSIONS 

Tbe commission concludes that the proposed ~le and 
transfer is in the public interest and vi11 not adversely 
affect the service to the public under said franchise, will 
not unlawfully affect the service to the public by other 
public utilities and that the Transferee is fit, willing and 
able to perform the required serTice. The transfer of the 
aothority contained in certificate lfo. c-847 for tl\e 
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transportation of mobile homes from the Transferor to the 
Transferee herein should be approved. 

!TIS, THEREFORE, ORDERED as follows: 

1. That the application in this docket be, and the same 
is, hereby anptoved, and Planning Associates, Inc., d/b/a 
Carolina !'lobilemovers, Highway 29, Concord, North Carolina,, 
is authorized to purcha8e and operate under the authority 
contained in North Carolina Utilities commission ftotor 
Common carrier certificate No. c-847, pursuant to the ·terms 
set forth in the application, and as more specifically set 
forth in Exhibit B attached hereto and made a part hereof. 

2. That upon the sale and transfer herein authorized 
Redmond Wells., Highway 301 North, Wilson, Roeth Carolina, 
sha 11 return to the North Carolina Utilities commission 
Certificate No. C-847 for cancellation and the Chief Clerk 
is hereby directed to issue a certificate to the Applicant, 
Planning Associates, Inc., d/b/a Carolina Plobilemovers, 
H ighva v ?.9, Concord, North Carolina, containing the 
authority set forth in Exhibit B hereto attached. 

3. That the pa.rties be allowed thirty d.ays from the date 
of this order in which to consummate the transaction herein 
authorized, comply with the requirements of this order, file 
the required tariffs, evidence of insurance, list of 
equipment and otherwise comply with the rules and 
regulations affecting the operation of a motor common 
carrier under the jurisdiction of the Horth Carolina 
Utilities commission. 

ISSUED BY ORDER OF THE COM~ISSIOR. 

This the 21st day of l\pril, 1971. 

(SEAY.) 

DOCKET NO. T-1481 
SUB 2 

EXHIBIT B 

NORTH CAROLINA UTILITIES COftftISSIO!I 
Katherine~. Peele, Chief Clerk 

Planning Associates, Inc. 
d/b/a Carolina sobilemoYers 
Highway 29 
Concord, North Carolina 

Irregular Route_£2!~2D 
Carcier Autho[i!Y 

Transportation of: 

GROUP 13, BDTOR VEHICLES - With the 
following limitation. To tow or haul 
mobile hoaes or trailer homes only, 
in that area of North Carolina lying 
on and east of rr.s. Highway 21 from 
the South Carolina line on the south 
to the Virginia line on the north. 
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DOCKET NO. T-15q 8 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the natter of 
) ORDER Joint application for the sale and transfer of 

certificate No. c-70Q from N. c. Pood Express, 
Inc., to Polar Transport, Inc., Wilson, North 
Carolina 

) APPROVING 
) TRANSFER 

BEARD IN: 

BEFORE: 

APPEARANCES: 

I 

Commission Hearing B0011, 'Raleigh., North 
Carolina on April 21, 1971, at 2:00 P. M. 

commissioners John w. KcDevitt, Presiding, Hugh 
A. Wells and Kiles Rhyne 

For the Applicants: 

Bobby G. Deaver 
Brown, Pox & Deaver 
109 Green street 
Fayetteville, North Carolina 
AppP.aring for N.c. Food Express, Inc. 

William R. Rand 
tucas, P.and., Rose, Heyer, Jones & Orcutt 
P. o. Box 2008,. Wilson, North Carolina 
A.ppea rinq for Polar Transport, Inc. 

For the Commission Staff: 

William Anderson 
Assistant commission Attorney 
P. a. Box '991, Raleigh, North Carolina 

flY THE COMMISSION: By joint application filed vith the 
Commission on February 25, 1971, N. C. Food Express, Inc., 
Charlotte, Horth Carolina, as Transferor,· and Polar 
Transport, Tnc., Wilsoq, Notth Carolina, as Transferee, seek 
approval of the sale and transfer of certificate No. c-784 
from said Transferor to said Transferee. 

Notice of the application herein, describing the involved 
authority ana setting forth the time and place of hearing, 
vas given in the Commission's Calendar oE Hearings issued 
!'!arch 3, 1971. 

No written protests vere filed and no one a·ppeared at the 
hearing in opposition thereto. 

Tt appears from the application and the evidence presented 
at the hearinq that Transferor is at present conducting 
operations under certificate No. c-784 and ha~ performed 
said service continually '\.and uninterruptedly since 1968; 
that there are no debts oi- claims against Transferor of the 



368 l'IOTOH TRUCKS 

nature specified in G.S. 62-111 (c); that Transferee is a 
corporation. duly organized and existing under the lavs of 
the State of N6rth Carolina, with its principal office and 
place of business in Wilson, North Carolina, and that the 
sole stockholder, president and g~neral manager of Polar 
Transport, Inc., is Villia11 J. Bland, Jr., who has had 
experience in the transportation of commodities for hire, 
both as a contract carrier and an exempt carrier .. 

Testifying for the Applicants vas fie. Thomas E. Tucker, 
fir. Carl Jorgensen, and !'!1:. c. J. Whitley, owners of 
seventy-five percent (751) of the stock of Transferor and 
William J. 8lair, Jr., sole stockholder, president and 
general manager of Transferee. 

Based upon the evidence adduce1 at the 
records of the Commissicin and the file in this 
Commission makes the following 

FINDINGS OF FACT 

hearing, the 
matter, -the 

(1) That N.c. Food Express, Inc .. , is a North Carolina 
corporation with its principal office in Charlotte, North 
Carolina; that it 1.s the holrler Of Common Carrier 
Certificate No. C-764, iSsuea by this commission authorizing 
the transportation of certain commodities as describBd 
therein, between points and places throughout the State of 
North Carolina, and that c. J. Whitley, Carl Jorgensen, 
Thomas Tucker and Ray Templin are the owners of all of the 
outstanding stock in said corporation. 

(2) That Polar Transport, Inc., is a corporation duly 
organized and existing under the lavs of the State of North 
Carolina, with its principal office and place of business in 
Ailson, North Carolina; that said corporation vas organized 
to engage in business as a common carrier of solid 
refrigerated products throughout the State of North 
Carolina, and that its sole stockholde't', president and 
general manager is Hilliam J. Blair, Jr., of Iii' ilson, North 
Carolina. 

(3) That the Transferor and Transferee have entered irito 
a contract providing for the payment by the Transferee to 
the Transfero't' of the purchase price of the certificate and 
certain equipment described in the agreement, all of which 
shall be due and payable in cash or certified check upon 
approval of the transaction by this Commission. 

(Q) That certificate No. c-7sq vas initially issued on 
February 4, 1959, to c;'aro1ina Food Express, Inc., a 11 of 
vhose stock was ovned by c. J. Whitley; that the history of 
said certificate since it vas originally issued to this date 
reveals numerous transactions, including several stock 
transfers between Whitley and others and that the transfer 
proposed herein vill complet~ly relieve the said c. J. 
ihitley of any and all rights and interest in said 
certificate. 
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(S) That the involved franchise is not dormant in that 
Transferor has con tin uea to perform. transportation for 
compensation under the authority of its certificate 
continuously up to and indluding the date of this hearing 

·and that the proposed transfer will not create an additional 
carrier in competition vith existing carriers and that the 
proposed transfer and sale is justified by the public 
convenience and necessity as contemplated by G.S. 62-111. 

(6) That the proposed transfer will not adversely affect 
the service to the public and vill not unlavful.ly affect the 
service to the public by other public utilities. 

(7) That Transferee is fit, willing and able to perform 
such service to the public under said franchise. 

CONCLUSIONS 

The commission. in its order of August 6. 1970• approvinq 
the most recent stock transfer involving Certificate No. 
C-784• conclu~ed, among other things, as follows: 

"The Commission vievs vith serious concern the history of 
Certificate No. C-78LJ and the many transfers of the same. 
We conclude that further future such transfers must. not he 
approved without complete historical. financial. and 
operational investigation by this Commission and its 
staff. and a complete and full ingoiry into this matter in 
order to determine in minute detail that the letter and a 
spirit of the Public Utilities Act is not thereby being 
violated. n 

Prior to the hearing in this case. a thorough and complete 
investigation vas made by the staff of the commission and 
during the course of the hearing. in reply to a question 
from the staff attorney as to whether or not the present 
transfer would relieve him of any rights in said 
certificate, ~r. C. J. ~hitley replied as follows: 

"I vi 11 he completely relieved from all of it in every 
respect." 

The Commission construes this statement to mean that c. J. 
Whitley completely and irrevocably removes himself from any 
interest whatever. financial or othervise. in certificate 
Mo. C-784. 

Opon consideration of the applicati~n• the exhibits 
offered• the testimony of vi tnesses and in 1ight: of the 
findings of fact. the commission concludes that Applicants 
haTe borne the burden of ~roof required for the transfer of 
a l!lotor carrier certificate and that the transfer of 
certificate No. C-784 from Transferor.to Transferee should 
be approved. 
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IT IS, THEREFORE, ORDERED: 

(1) That the transfer of Common Carrier Certificate No. 
c-78Q, containing authority more particularly described in 
Exhibit B hereto attached and made a part hereof, from N .. c.· 
Food Express, Inc., to Polar Transport, Inc., be, and the 
same is, hereby approved. 

(2) That Transferee file with the commission evidence of 
the required insurance, tariff or rates and charges,. lists 
of equipment, process agent and otherwise comply vith the 
rules and regulations of this commission and institute 
operations under the authority herein acquired vi thin thirty 
f30) days from the date of this ord'er. 

BY ORDER OF THE COMMISSION. 

T~is the 5th day of May, 1971. 

NORTH CAROLIN~ UTILITIES COMXISSION 
Katherine~- Peele, Chief clerk 

(SEU) 

DOCKET NO. T-1548 

EIBIBIT B 

Polar Transport, Inc. 
Irregular Route Common Carrier 
Wilson, North Carolina 

Transportation of the following 
commodities over irregular routes 
between all points and places 
throughout the State of North 
Carolina: 

(1) Group 5. Solid Refrigerated 
Products. This group includes 
pCoperty, of a perishable nature such 
as fresh fish, meats, meat products, 
f'ruits, vegetables, dairy products, 
and other commod-ities vhich require 
refrigeration 11hile in transit and 
the use of vehicles v-ith temperature 
controls. 

{2) Group 23. All products 
requiring refrigerated temperature 
control during transportation, not to 
include liguid products in bulk in 
tank trucks or in containers 
exceeding 100 gallon capacity. 
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DOCKET HO. T-681, SUB 32 

BEFORE THE NORTH CAROLINA UTILITIES co~"ISSION 

In the Matter of 
Transfer of Stock in Helms Motor 
Express, Inc., from ~cRae Tndus­
tries, Inc., a North Carolina Cor­
poration, to Vallon L. Burris 

ORDER I\PPROVING CHANGE 
OF CONTROL TRRJUGH 
STOCK TRANSFER 

HEABD: 

BEFO~E: 

commission Hearing Room, Raleigh, North 
Carolina, on April B and 9, 1971, and resumed 
hearing o,n !'1ay 21, 1971 

chairman Harry 
Commissioners John 
Wooten and Miles H. 

T. Westcott, 
w. l'lcDevitt, 

Rhyne 

presiding, 
Marvin R. 

APPEARANCES: 

For the Applicants: 

Ralph !!cDonald and J. Ruffin Bailey 
Bailev, Dixon, Wooten & ~cDonald 
Attorneys at tav 
P. o. Box 2246, Raleigh,. North Carolina 27602 
For: Vallon L .. Burris; ftc~ae Industries, Inc. 

Stuart R. Childs 
Childs & Patrick 
Attorneys at Lav 
1614 Johnston Building 

. Charlotte, North Carolina 28202 
For: Vallon L. Burris; McRae Industries, Inc. 

For the Protestants: 

J. !'I. Broughton, Jr., and J. !'lac Box:ley 
Brough ton" Brough ton, l1cConne 11 & Boxley 
Attorneys at Lav 
P. 0. BOX 23871' Raleigh, North Carolina 27602 
For~ Colon Blake, James Ussery 

and Robert Ch aopel 

For the Commission Staff: 

Edward e. Hipp 
commission Attorney 
North Carolina Utilities Commission 
Raleigh" North Carolina 27602 

Rilliam Anderson 
Assistant Commission Attorney 
North Ca~olina Utilities Commission 
Raleigh, North Carolina 27602 
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BY THE COMMISSION: The joint Application of l!cRae 
Industries, Inc., Hount Gilead, North Carolina, transferor, 
and Vallon L. Burris, an individual, Charlotte, North 
Carolina, transferee, for approval of the transfer of 60i of 
the class B common stock of Helms protor Express, Inc., from 
l!cRae Inaustries, Inc., to Vallon L. Burris, vas filed in 
this proceeding on January 19, 1971, through the applicants 
attorneys of record, Bailey, Dixon, Wooten & RcDonald, 
Attorneys, Raleigh, N.C. 

Attached to the joint Application as Exhibit A thereof is 
the contract between !'lcRae Industries, Inc., seller, and 
Vallon L. Burris, purchaser, dated December 21, 1970, and 
signed by ftcRae Industries, Inc., B. J. "cRae, President, 
attested by T. R. Tedder, secretary, with the corporate seal 
affixed, and duly verified by B. J. KcRae as being signed 
and sealed by him in behalf of the corporation by its 
aathorit.y duly given, and by Vallon L. Burris duly 
acknowledged before a notary public. 

The contract. attached as Exhibit A provides for the sale 
of 60% of the issued and out.standing shares of Class B 
common Stock of Helms Hot.or Express, Inc. (HEL~S) for the 
sum of $150,000, to be paid in accordance vith provisions of 
said contract, the said 60% of the Class B common Stock of 
Helms to be placed in escrow pending said payment, and 
stating that it is understood that approval must be obtained 
from the North Carolina Utilities Com.mission for the 
transfer of the Helms stock to the purchaser. 

The contract recites that. there are a total of 9,860 
shares of class B common stock of Helms now issued, all of 
vhich are owned by ltcRae Industries, Inc., and that there 
are 30 shares of Class A common stock outstanding, none of 
which is owned by KcP.ae Industries, Inc. The contract 
contains numerous terms and conditions for the protection of 
the purchaser and the seller, all as set out in said 
contract. 

It appearing from the Application ana the contract 
attached thereto that the sale of 60~ of the Class B Common 
Stock of Helms would amount to change of control of Helms 
vitbin the provisions of G.S. 62-111 providing that such 
change of control is subject to approval of the Utilities 
commission, and the Commission being of the opinion that 
said transfer of stock is affecte::i by the public interest. 
and should be set for public hearing and that the applicants 
should be required to show proof that said proposed transfer 
is in the public interest and that the tra~sferee Vallon L4 
Burris is qualified by experience and training to offer 
improvements in the management. of Helms, the commission 
issued its Order on February 23, 1971, set.ting the 
Application for public hearing on April 8, 1971.. The 
Application vas heard beginning on April a, 1971. 

Notice of the hearing vas given in the Calendar of 
Hearings issued by the commission, and protests vem filed 
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by Colon Blake, James Ussery and Robert Chappel, 
stockholders of McRae Industries, Inc., alleging that said 
contract was contrarv to the public interest, and said 
Petitionets were duly allowed to intervene by order of tb.e 
commission .. 

Hr. Vallon L. Burris, the transferee-applicant, in this 
case vas sworn and testified that he lives in Charlotte, 
North Carolina; that he has had 22 years experience with 
Class 1 common carriers in the southwest, southeast and 
central states, Nev England and nid-~tlantic areas, 
including experience in the operation of motor carrier 
terminals, line transportation, labor relations, safety and 
personnel, and that his last assignment was Director of 
Ope rat ions of central ff otor Lines, Inc., of cha rlotte, North 
Carolina; that the contract attached to the Application as 
Exhibit A was entered into between ftcRae Industries, Inc., 
and himself after nogotiations beginning in November, 1970. 
and culminating with the execution of the contract for 
purchase of 60% of the class B common Stock of Helms from 
l!cRae Industries, Inc., for $150,000,. togethet' with other 
considerations set out in the contract; that prior to the 
con tract, Helms had three years of losing operations,. 
including nearly two years as a wholly owned subsidiary of 
~cBae Industries,. Inc.; that the sale vas made to him with 
the stock to be held in escrov pending payment of the 
purchase price, but vi th !'Ir •. Burris to become President and 
chief operating officer of Helms immediately upon execution 
of the contract; that ttr. Burris had been elected President 
of Helms at a called meeting of Helms on December 21, 1970,. 
and tbat he had at all times since said date been President 
and cbief operating officer and was in active full-time 
ma11aqement of the operation of Helms. ftr. Burris identified 
and offered into evidence Exhibits showing the operations of 
Helms since he vas elected chief executive officer,. and 
comparisons vi th ptior operations,. conten·d ing that the 
operations of Helms wei;-e being improved under his 
management, including the following Exhibits: Exhibit No. 1 
consisting of a summary of his business experience in motor 
transportation; Exhibit. No. 2.- the ag-reement as Exhibit t 
attached to the Application for purchase and sale of 60~ of 
the stock of Helms; Exhibit No. 3, the ~inutes of the 
special meeting of tbe Board of Directors of Helms Motor 
E:rpress, Inc., on December 21, 1970,. electing Vallon L. 
Burris as President of Helms; Exhibit No. 4, Balance Sheet 
as at December 31, 1970; Exhibit Ho. 5, revenues and 
expenses of Helms; Exhibit Ko. 6, detail revenues and 
e:rpenses of Helms 1967 through 1970; P.xhibit No. 7, weekly 
shipping ~ata of Helms, January through ftarch, 1971; Exhibit 
No. 8, terminals of Helms; Exhibit No. 9, detail expenses of 
Helms, January 1cno v. January 1971; Exhibit No. 10, 
expenses of Helms, February 1970 v. February 1971; Exhibit 
Ro. 11, expenses of Helms,. P!arcb 1970 v. 1'.arch 1971; Exhibit 
Ro. 12.- expenses of Helms,. first quarter 1970 v. first 
quarter 1971 i Exhibit No. 13, operating results of Helms, 
actual 1970 v. forecast 1971; and Exhibit No. 14, Balance 
Sheet of Helms March 31, 1971. · 
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MC. A.nthony T. Brisson, Charlotte, North Carolina, 
testified that he is the Director of Claims and Insurance 
for Relms, and described in detail the program instituted 
since his appointment to said position by !r. Burris on 
January 10, 1971, to improve the handling of claims for 
damaged and loss freight, including instituting of improved 
security measures for protection of freight from theft and 
damage, improved procedures for processing loss and damage 
claims, and efforts made to improve· the amount of money 
available for payment of claims approved as valid cla,ims 
against Relm~. Hr. Burris identified and offered into 
evidence four Exhibits setting forth facts and circumstances 
regarding claim handling and insurance available for claims 
vork. The Commission Staff identified six Erhibits relating 
to insurance coverage of said claims which were offered as 
Staff Counsel Exhibit.s .. 

Due to illness· of one of the protestant•s witnesses, the 
hearing was thereupon recessed and resumed on May 21, 1971. 

Colon Blake, Candor, N.c., being duly sworn, testified 
that he was a stockholder 1n McRae Industries, Inc., a 
company which made shoes, and which took over Helms in 1969, 
and that no notice of the contract of McRae Industries, 
Inc., to sell 60,: of its Helms Stock was given to t.he 
stockholders of McRae Industries, Inc., and that he thought 
1'cRae Industries, Inc., should have kept the Helms stock 
longer an~ try to turn it into a profitable company, 
although it might not be worth anything at the time of the 
sale. 

Clay Bruton, Mount Gilead, n.c., being duly svorn, 
testified ta~t he was a stockholder and Director of McRae 
Industries, Inc.; that he vas present at several informal 
meetings of Directors in November, 1970, during the 
discussions of the sale of 60i of the stock to Burris and 
that he participated in the directions given to attorneys 
foe McRae Industries, Tnc., to prepare a contract for such 
sale and transfer and that he was called on December 21, 
1970, and advised that the contract was ready to be signed, 
but that be did not attend the meeting. !'Ir.. Bruton 
contended that all of said meetings vere informal meetings 
and were not called as regular meetings of the Board of 
Directors of McRae Industries, Inc ... and no waivers of 
notice were signed by Directors. 

B. J. McRae, being duly svorn and called as a witness by 
the intervenors colon Blake, James nssery and Robert 
Chappel, testified that he was President and Chairman of the 
Board of ~cPae Industries, Inc., and President and Chairman 
of the Board of Helms prior to December 21, 1970; that he 
signed the contract attached to the Application as President 
of McRae Industries, Inc., being attested by the Secretary 
of the corporation and sealed. v ith the corporate seal, and 
did not. deny that it was sworn to by him before a notary 
public as being signed under authority duly authorized by 
llcRae Industrief:I, Inc., although he did not remember the 
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notary's oath; that he vas advised of the Application herein 
to seek approval of such contract: before the Utilities 
commission and that said transfer of the Helms stock 
required approval of the Utilities commission before 
becoming final; that as of the time of said hearing on 
Play 21, 1971, l'lcRae Industries, Inc.,. has held legal 
meetings of the Board of Directors since the contract vas 
signed and t.hat the Board of Directors of McRae Industries, 
Inc., has since that time not v ithdravn the action taken by 
him in signing said contract and has not instructed him to 
file any protest in opposition to the petition for approval 
of the contract by the Utilities Commission and that said 
Board has not requested him as President t.o file for 
withdrawal of the Application vhich is before the Commission 
in vhich he was testifying at the close of the hearing on 
!'fay 21. 1q71. 

At the conclusion of all of the testimony, all of the 
Exhibits offered by the applicant, the intervenors and the 
Commission Staff counsel were received into evidence. 

Based upon the testimony and the evidence and Exhibits 
duly receive~ in the public hearing, as above described, the 
commission makes the following 

FINDINGS OF FACT 

1. That Helms P!otor Express, Inc., is a duly organized 
corporation under the laws of North Carolina, vith principal 
office in Albemarle, North Carolina. holding a certificate 
of operating authority from the North Carolina Utilities 
Commission to transport general commodities in intrastate 
commerce in North Carolina as a motor common carrier of 
freight over 71 regular routes throughout a major portion of 
the State of North Carolina. and operating 1" terminals in 
the major cities of North Carolina, extending from North 
'ililkesboro on the vest to Greenville, North Carolina, on the 
east. including Charlotte, Greensboro, Salisbury. Raleigh, 
and other major points in North Carolina. 

2. Helms is a substantial motor common carrier of 
freight in North Carolina, having freight revenues of 
$2,812,110 in 1q10, including intrastate freight and 
interstate frei;rht moved between points in North Caro1ina, 
approximately SOJ of said total revenue being North Carolina 
intrastate freight, and handling approximately 5,000 
shipments per week during the first quarter of 1971. vith 
350 employees and annual wages in excess of $1,782.035 per 
year. 

3. That Helms is a whollv owned subsidiary of l'tcRae 
Industries, Inc., said ~cRae Industries, Inc., ovning 100% 
of the q, 860 shares of Class B common stock of Helms; that 
the only other remaining outstanding Helms stock consists of 
30 shares of Class A stock heretofore issued under an 
employee stcx::k option plan and subject to redemption or 
surrender by the employees. 
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4. That for the last four years Helas has ha·d an 
operating deficit and nov has a total capital stock deficit 
of $480,3811. with losses increasing annually fro~ 1967 
through 1970; that Helms has $233,848 of outstanding and 
unpaid loss and damage claims extending for a period of 
three years and is under investigation by the Utilities 
Commission in other proceedings to require payment of said 
claims. 

s. That the eg:uipment of Helms is all owned by 
manufacturers or finance corporations and is operated by 
Helms on lease arrangements; that its terminals are operated 
by lease from the terminal owners, and that the current and 
fixed assets of Helms of $843,000 are exceeded by the 
current liabilities of Helms in the amount of !1.510,000, 
vith additional notes and equipment obligations of !343.283. 

6. That since acquisition of stock and control of Helms 
by KcRae Industries, Inc., in 1969, the financial strength 
of Helms has progressively declined through annual increases 
in the operating losses and unpaid loss and damage claims 
due to shippers and through unpaid taxes and trade accounts, 
and as of November and December 1970, Helms vas under 
investigation by the commission to determine vby its loss 
and damage claims should not be paid and vhy additional 
money should not be advanced to the subsidiary by the parent 
ftcBae Industries, Inc. 

7. That Vallon L. Burris is experienced in the 
aanagement and operation of motor common carrier operations, 
including overall operations. insurance, personnel and labor 
relations, and has demonstrated through 22 years of motor 
carrier e%perience his ability as manager of motor common 
carrier operations; and since his election as President of 
Helms on December 21, 1970, has demonstrated his fitness and 
ability to operate Helms. 

8. That the sale of controlling interest of Helms by 
~cRae Industries, Inc., is in the public interest and offers 
the best opportunity of transferring control of Helms from 
ftcRae Industries, Inc.; that the continuation of management 
and control of Helms by l'lcRae Industries, Inc., is not 
required by the public interest and has not produced service 
and financial stability for said motor carrier during the 
tvo years of control by McRae Industries, Inc. 

9. That the contract between KcRae Industries, Inc., as 
seller. and Vallon L. Burris, as purchaser. of control of 
Helms is duly filed with the Commission as the contract of 
~cRae Industries, Inc., signed by its President, attested by 
its Secretary. sea·led with the corporate seal, sworn to by 
the President as having been executed with authority of the 
corporationi that the Minutes of the ■eeting of the Board of 
Directors of Helms of December 21, 1970, electing Vallon L. 
Burris as President of Helms are on file vith the 
commission; that at no time since the execution of said 
contract by KcRae Industries, Inc •• and the meeting of the 
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said Board o f Directors as reflected by the l'linutes of 
Dece■ber 21, 1970, placing said Vallon L. Burris in control 
of Bel■s, has l'lcRae Industries, Inc., taken any corporate 
action to rescind or nullify said contract of sale and 
purchase or to withdraw the Application in this proceeding 
and at no time haYe the interYenors, in testiaony, in briefs 
or in eyidence, stated that the corporate entity of l'lcRae 
Industries, Inc., has cancelled said contract or taken any 
steps to return any of the benefits it receiYed under said 
contract, including its benefit as owner of the re■aining 
401 of the Class B coa■on Stock under the nev ■anage■ent of 
Vallon L. Burris as President of Hel■s. 

Based on the aboYe ~indings of Fact, the Co■■ission ■akes 
the following 

C0lfCLIJSIOlfS 

1. That the contract of sale and puc-chase filed in this 
proceeding as Exhibit A and offered as Exhibit 2 of the 
applicants• eYidence is a Yalid contract on its face and on 
the recoc-d in this proceeding, and has not been cancelled or 
rescinded by the applicant l'lcRae Industries, Inc., and the 
Co■■ission concludes that insofar as its jurisdiction oYer 
the corporate actions of applicants for approYal of sale of 
stock that said contract is a Yalid and binding contract on 
l'lcRae Industries, Inc., and based on the eYidence presented, 
has not been voided in this proceeding hy indiYidual 
stockholders of l'lcRae Industries, Inc., or by an indiYidual 
■ inority Director of l'lcRae Industc-ies, Inc. 

2. The co■■ission concludes that the operation of Hel■s 
by l'lcRae Industries, Inc., has shown continued operating 
deficits of the co■ pany, resulting in precarious financial 
condition of Helms with curc-ent liabilities in excess of its 
current and fixed assets and with outstanding delinquent 
taxes, trade accounts for gasoline and oil, unpaid loss and 
da■ age claims by shippers, and that it is in the public 
interest for l'lcRae Industries, Inc., to sell control of 
Hel ■s. 

3. Vallon L. 
■anage■ent ability 
President, and he 
of the co■pany and 
the future. 

Burris has de■onst rated substantial 
in the four ■onths of operation as 

has brought i■prove■ents to the operation 
further i■ proYe ■ents can be expected in 

4. The co■■ission does not consider that certain aspects 
of the contract for the purchase of stock by Vallon L. 
Burris are desirable in all respects, particularly in that 
Vall011 L. Burris is to pay for said stock out of operating 
profits of Hel■s, and is not in ~sting nev capital in Rel■s, 
but the Co■aission concludes that the precarious financial 
condition of Hel■s vill not attract and has not attracted 
other buyers vith ■ore faYoc-able financial assistance to 
offer Hel ■s, and that the offer of purchase in this 
proceeding is the best offer that is presented to the 
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Commission, and considering the financial condition of 
Helms, the change of control offered here is the beSt 
possibility of continued operation of Helms as a viable 
motoi:: common carrier in North Carolina operating substantial 
routes relied upon by substantial numbers of shippers in 
intrastate commerce in North Carolina. 

5. The co11111.ission, in this proceeding, does not abate 
its strong determination to require improvement in the 
handling of loss and damage claims of Helmsir :1nd the change 
of control in this proceeding v ill not abate or terminate 
the existing proceedings in other dockets to require 
improvement in the handling and payment of s:1.id payments by 
Helms, and the commission vill continue said requirements in 
the other dockets now pending for inTestigation for loss and 
damage claims of Helms. 

6. The financial condition and the operating results of 
Helms are of such nature that the Comllission vill continue 
to require monthly operating reports from the new management 
of Helms under the new owner of control, Vallon L. Burris. 
and will direct its auditors and investigators to inspect 
the books and records of Helms monthly to determine the 
progress made in the management of operations of Helms by 
Vallon L. Burris, transferee. 

7. The Commission is not oblivious to the com.plaints 
voiced in this proceeding by the intervenors as minority 
stcckholders of l!cRae Industries• Inc.. and their 
disappo;ntment vith the management of ftcRae Industries. 
Inc., 1.n selling 60,C of the stock of Helms, but the 
commission finds and concludes that the Utilities Commission 
is not the proper forum for such complaints, and their 
remedy vould be under the general corporation lavas applied 
and enforced in the General courts of North Carolina and not 
in tbe ntilities commission. G.S. 55-29 provides that 
action taken at in formal meetings of a Board of Directors 
may become valid action of the corporation unless 
complaining Directors make prompt objection to said meeting 
upon their learning of said meeting. 

e. The Application in this proceeding vas filed on 
January 19. 1971, filing a con tract. of PlcRae Industries., 
Inc., to sell 60i of the Class B common stock of Helms 
executed on December 21, 1970. Three minority stockholders 
have intervened and one has testified. The intervenors 
called a DirP.ctor vho appeared as a witness, and the 
Chairman of the Board of Directors of !cRae Industries, 
Inc., testified that there have been legal meetings of l'tcRae 
Industries, Inc •• since the filing of said Application and 
execution of said contract; yet as of the date of this Order 
!lcRae Industries. Inc., as a corporate entity, has not filed 
any objection vith the utilities commission to said 
Application or any notice of cancellation and invalidity of 
said contract, and the Utilities commission vill presume 
that the acts of the corporation duly e:recuted and filed 
vith ·this commission, subject to approval of this 
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Commission, are valid acts of the corporation, there being 
no formal notice or act of the corporation to the contrary 
at any time during the pendency of this proceeding, and the 
Commission concludes that the contract is a valid contract, 
and that the applicant Vallon L. Burris has a right under 
said contract to file this Application and to secure 
approval of said transfer of stock of this CommiSsion under 
the terms of said contract. The evidence shows that Mr. 
Borris has proceeded in reliance on the con tract and that 
the President of McRae Industries, Inc., has participated in 
such proceecling, and the corporation has acquiesced fully 
therein, and there is no sufficient or adequate evidence in 
this proceeding to the contrary to hold that said contract 
should not be accepted as the contract of the corporate 
entity, l'lcRae Industries, Inc., and that the transfer of 
shares provided therein should not be approved by the 
Utilities commission. 

I'l' IS, THEREFORE, ORDERED AS POLLOWS: 

1. That the transfer of control of Helms Kotor Express, 
Inc., from Pl'cRae Industries, Inc., to Vallon L. Burris, as 
provided in the contract between said parties and filed 
herein as Exhibit A of the Application and Exhibit 2 of the 
evidence, by the sale of 60% of the Class B Common Stock of 
Helms from McRae Industries, Inc., to Vallon L. Burris is 
hereby approved. 

2. That Vallon L. Burris, as the transferee of the 
control of Helms, and as the President of Helms, is hereby 
ordered to file with this Commission within 15 days after 
each calendar month a full report of the operations of Helms 
for said preceding month, inCluding revenues, expenses, 
claims filed, claims paid, shipments transported, pieces of 
equipment operated, miles o.f operation, number of terminals 
operated, routes served, and outstanding liabilities; and 
shall teport any action of any person, corporation or 
governmental unit tending to place operation of Helms into 
jeopardy, including tax. claims, trade account claims, 
enforcement of liens, redemption of equipment, cancellation 
of terminal leases, or inability to acquire all of the 
supplies, materials and personnel necessary for the proper 
operation of said Helms. 

3. That Veillon L. Burris, as transferee and President of 
Helms, shall not pay to the transferor, ~cRae Industries, 
Inc., any sums of money aue for the common stock transferred 
herein, out of the opera ting re venues of Helms until and 
after all current and necessary operating expenses are paid, 
interest on all debt paid, including current claims filed 
and accepted as valid claims and including $5,000 per month 
of said operating revenues for application to existing and 
outstanding loss and damage claims incurred during the 
operation of Helms by McRae Industries, Inc., as parent 
corporation. 
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4. That the Commission Staff shall inspect the books and 
records of Helms each mont.b to verify the reports of 
operations of said motor carrier. and Helms shall make 
available to auditors and investigators of the Commission 
all working papers; data, accounting materials and 
information necessary to complete said audit and 
investigation·, including access to all prope~ties of Helms,. 
its.terminals and equipment, its bank accounts, and internal 
audits. 

5. That Helms shall employ outside certified Public 
Accountants to prepare annual audits of its operations and 
report fully the results of said audits to the Utilities 
commission, including the opinion and verification as to the 
validity of said auditors of all accounts for expenses-, 
liabilities, revenues and outstanding debts and liabilities. 

ISSUED BY ORDER OP THE C08~ISSIOH. 

This 12th day of July, 1971. 

NORTH CAROLINA UTILITIES CO~IIISSION 
Katherine 11. Peele, chief Clerk 

(SEU) 

DOCKET NO. T-681, SUB 32 

BEPORE THE NOFTH CAROLINA UTILITIES CO~HISSION 

In the Natter of 
Transfer of stock in Helms ftotor Express, Inc., 
Albemarle, North Carolina, from ftcRae Indus­
tries, Inc., ftount Gilead, North Carolina, to 
Vallon L. Burris, Charlotte, North Carolina 

ORDER 
APPROVING 
MODI PIED 
AGREEl'IENT 

BY THE COMMISSION: On August 4, 1971, motion was filed 
jointly hy McRae Industries, Inc. and Vallon L. Burris, 
applicants in the above-entitled proceeding through their 
counsel reguesting that the commission approve the modified 
agreement attached to said motion for the transfer of stock 
in Helms Motor Express, Inc. By order of July 12, 1971, the 
Commission approved change of control of Helms Motor 
Express, Inc. to Vallon L. Burris through stock transfer 
finding that such transfer is in the public interest and 
approving the proposed method of transfer set forth in the 
record of this proceeding. Accompanying the joint motion 
filed herein on August 4, 1971, protestants ·colon Blake, 
Robert Chappell and James Ussery indicated by letter dated 
July 3·0, 1971, tbat they agree to the modified agreement 
attached to joint motion designated AppendiE Bas being in 
tbe best interest of Helms ana the public ana requested that 
the Commission allow them to withdraw their protest. It 
appearing to the Commission that the modified agreement 
filed w-lth the joint motion of RcRae Industries, Inc. and 
Vallon L. Burris is not inconsistent with the commission's 
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Order authorizing transfer of Relas !lotor Express, Inc., 
dated July 12, 1971, 

IT IS, TREREFORE, ORDERED, as follows: 

(1) That the ■odified agreeaent dated July 30, 1971, 
filed as Appendix B to the aotion of !lcRae Industries, Inc. 
and Vallon L. Burris be, and the saae hereby is, approYed 
as being not inconsistent with the Order authorizing 
transfer of Helas !lotor Express, Inc. entered on July 12, 
1971. 

(2) That in all other respects the Order of July 12, 
1971, shall reaain unchanged. 

ISSOED BY ORDER OF THI!! COl!ll!IISSIOft. 

This 12th day of August, 1971. 

ftORT H Cl ROL II l lJTIL ITIES CO!HHSS IO If 
~atherine I!. Peele, Chief Clerk 

(SEAL) 

oociET ftO. T-127, SOB 9 

Bl!!PORI!! THE BORTH ClROLiftl lJTILITil!!S C088ISSI01' 

In the !latter of 
ienan Transport Coapany - Application for 
Authority to Issue and Sell 75,000 Shares 
of its Coa■on Stock 

l ORDER GRllfTING 
) A OTHO RITT TO 
) NEGOTIATE SALE 
) OF SECURITIES 

This cause coaes before the co■aission upon an application 
of ienan Transport Coapany (Coapany), filed under date of 
June 3, 1971, through its Counsel, Bailey, Dixon, Wooten & 
!lcDonald, vberein authority of the coa■ission is sought as 
follows: 

To issue and sell not to exceed 75,000 shares of coa■on 
stock, without par Yalue, to Underwriters, pursuant to an 
OndP.rwriting lgree■ent. 

FitfDilfGS OP PACT 

1. The Co ■pany is a corporation organi-zed and existing 
under the lavs of the State of North Carolina, with its 
principal office at ourha■, North Carolina, and is a co■■on 
aotor carrier of property in North Carolina, vhere, under 
authority of the North Carolina Utilities co■■ission and the 
Interstate Co■■erce co■aission, it is engaged in 
transportation of property for the public for co ■pensation. 

2. The Co■pany•s capital stock outstanding as of !larch 
31, 1970, consists of coa■on stock with a stated Yalue of 
Sl,500.00 and earned surplus of S~32,786.00. 
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3. 
1970, 
beyond 
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The Company's existing long-term debt at ftarch 
amounted to $305,764.97 in equipment obligations 

one year and !35,677.96 in Promissory Notes. 

31, 
due 

ri. The company proposes to issue and sell not to exceed 
75,000 shares of common stock to Underwriters represented by 
First securities corporation of North Carolina, in 
accordance vith an Underwriting Agreement under the terms of 
vhich the crndervriters propose promptly to make a public 
offering of such shares of common stock. The price per 
share to be received by the company for such additional 
shares of common stock and the price at vhich the same vill 
be offered to the public by the tJndervri ters vill be 
negotiated and agreed upon between the company and 
representatives of the Underwriters. 

5. The net proceeds from the proposed sale of common 
stock will be applied to the payment in part of obligation 
incurred in the purchase by Kenan Transport company of all 
the capital stock of Laney Tank tines, Incorporated, which 
is the subject of the proceeding in this commission's Docket 
No. T-271, Sub 4. 

6. The Company estimates that it will incur expenses in 
the amount of S7S,OOO.OO in the sale of the common stock. 

CONCLUSIONS 

Prom a review and study of the application, its supporting 
data and other information in the Commission• s files, the 
Commission is of the opinion and so concludes, that the 
transaction herein proposed is: 

(al For a lawful object within the corporate purposes of 
the Petitioner; 

(b) Compatible vith the public interest; 

(c) Necessary and appropriate for and consistent vith the 
proper performance by Petitioner of its service to 
the public and vill not impair its ability to perform 
that service: and 

(d) Reasonably necessary and appropriate for such 
purposes. 

iT IS, THEREFORE, ORDERED, That ~enan Transport Company, 
be, and it is hereby authorized, empowered and permitted, 
subject to the limitations contained in paragraph 2 
following: 

1. To enter into negotiations vith First Securities 
Corporation of North ca~olina for the sale of 75,000 shares 
of additional common stock, without par value. 

2. The sale of the additional shares of common stock 
shall not be constimmated until the resultS of negotiations 
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with the Underwriters and a shoving that such results and 
the Underwriters' comllsslons connected vith said proposed 
sale are reasonable, have been iiade a matter of record in 
this proceeding and Supplemental order entered by this 
co ■mission a pp roving the terlils of sale. 

3. That this proceeding ·be, and the same is,, continued 
on the docket of the commission, without day, for the 
purpose of the Commission taking sach further action as it 
may dee ■ appropriate vhen the Company shall have made a 
■at ter of record in this proceeding the terms of the 
proposed sale of the additional shares of common stock, and 
nothing in this Order shall be construed to deprive this 
Co■mission of its regulatory authority under the lav. 

ISSUED BY ORDER OP THE CORftISSIOB. 

This the 16th day of June, 1971. 

BORTH CAROLINA UTILITIES CO!ftISSIOH 
Anne L. Olive, Deputy Clerk 

(SEAL) 

DOCKET RO. T-127, SUB 9 

BEFORE THE HORTH CAROLINA UTILITIES CO!ftISSION 

In the l!atter of 
Kenan ·Transport company - Application for 
Authority to Issue and Sell 75,000 Shares of 
its Common Stock 

) SUPPLE!ERTAL 
) ORDER 
I 

By its order issued June 16, 1971, the commission 
authori%ed ~enan Transport co■pany to issue and sell not to 
exceed 75,000 shares of its Co■■on Stock to underwriters 
represented by First securities corporation of Borth 
Carolina. It further pcoYided that tae results of 
negotiations vith the underwriter be made a ■atter of record 
in this proceeding prior to conso■■ation of the sale. 

·renan Transport company through its counsel Bailey, Dixon, 
Vooten & NcDonald and specifically represented by Ralph 
ftcD~nald filed vith the co■aission a proposal by First 
securities Corporation of &Orth Carolina for the sale of the 
securities. This proposal is in conformity vith the ter■ s 
set forth in the original application ·filed June 3,. 1971,. 
vit~ this Commission. The securities vill be offered to the 
public at a total price of $750,.000 subject to an 
underwriting discount of 101. 

IT IS THEREFORE,. ORDERED: 

1. '?hat ttenan Transport Company be and it: is herebJ 
authorized, eapovered and permitted to enter into 
negotiations vith First Securities Corporation of ~orth 
Carolina for the sale of Common Stodc not to exceed 75,.000 
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shares, vit.hout par value., for a total price to the public 
of S750, 000 subject to an underwriting agree11en t of 101 .• 

2. That. vi tbin thirty (30) days a ft.er the sale of said 
additional shares of common stock, the company shall file 
tvo (2) copies of the underwriting agreement in final form 
and a report, in duplicate, of the sale of said additional 
shares of com11on stock, as supplemental E1:hibits in this 
proceeding. 

ISSUED BY ORDER OF THE COUISSIOH. 

This the 2gth day of June, 1971. 

NORTH CAROLINA UTILITIES COftftISSIOH 
Jatherine ft. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. T-1586 

BEFORE THE NORTH CAROLINA UTILITIES COBftISSIOH 

In the Matter of 
Application of Fayetteville Inland Port & 
Storage Facility,. Inc., for a Certificate of 
Exemption 

J ORDER OF 
J EXEftPTION 
l 

BY THE COK~ISSIOH: on October 29, 1971, Fayetteville 
Inland Port & Storage ¥acility, Inc., 1001 s. King street, 
Fayetteville, North Carolina, filed an application vith the 
utilities commission for a certificate of Exemption to 
operate an Intra-City-cartage and delivery service in the 
City of Fayetteville and between Yayetteville and the Fort 
era gg Military Reservation. 

The Ap~licant presently holds a certificate of Exemption 
for Intra-city-cartage service in the city of Fayetteville 
issued by the commission. 

The application_ represents that Fayetteville and Fort 
Bragg 8ilitary Reservation are less than tvo miles apart and 
that Fort Bragg is treated for rate-making purposes by the 
Interstate commerce commission as the same basing point as 
F.a yettevil le. 

The application further represents that Port Bragg 
ftilitary Reservation does not provide the complete shopping 
services to the residents of the Port Bragg ftilitary 
Reservation as are fauna in the City of Fayetteville, and 
that the extension· of the intra-city-cartage and delivery 
service from Fayetteville to the Fort Bragg 8ilitary 
Reservation will afford a needed service to the residents of 
the Fort Bragg Military Reservation. 

The application requests the exemption pursuant to G.s. 
62-261 (8), NCUC Rule R2-28, and the decision of the 
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Commission in ~2~~ No •. l=.!_!!!, ~e.1i.2n. ~ertifica1~ fil 
~ Q. li!u:ai.ru:m .. , ~ ~u Deliyery ~mi~, 1950-1951 
NCDC 607 (1951). 

G.s. 62-261(8) authorizes the CommiSsion, upon motion of a 
carrier or other party of interest, to issue a Certificate 
of Exemption to a motor carrier to perform transportation if 
it does not substantially affect or impair uniform 
regulation by the commission of transportation by motor 
carriers engaged in intrastate commerce, subject to the 
other provisions of said G.S. 62-261(8). Rule R2-28 of the 
commission's Rules establishes the commercial zones of 
municipalities for motor carriers of freight, providing that 
a municipality having a population between 25,000 and 
100,000 shall have a commercial zone adjacent ta the base 
municipality of four miles. pursuant ta the intra-city 
eremption in G.S. 62-260(a) (15) and :;.s. 62-260(e). 

Upon consideration of the application and the records of 
the Commission, the Commission is of the opinion that it has 
authority under G.s. 62-261 (8) to exempt the Intra-City­
cartage service proposed from Fayetteville to the Fort Bragg 
!!ilitary Reservation. and finds that the s8rvice proposed is 
of such character f:hat it will not substantially affect or 
impair uniform regulation by the commission of 
transportation by motor carriers. !I!Eli~illin 2f. ~ltg~ Q. 
?i!!.Willn., ~hL!!. ~ili Deliv~n ~Ii£,g, b~!J!~gn !::~tgvill~ 
~[ !'.Q!!. kM~, 1950-1951 NCUC 607. G.S. 62-261(8) provides 
for the continuing reviev of such findings as it might 
affect the service of other carriers, and the exemption 
pro•ided here vill be subject to such provisions of said 
statute, 

IT IS, THEREFORE. ORDERED that the Rxe11.ption Certificate 
be. and the same hereby is, issued to the Applicant 
Fayetteville Inland Port & Storage Facility, Inc., 1001 s. 
King street. Fayetteville, North Carolina, to provide 
cartage and delivery service in the City of Fayetteville and 
bet veen Fayetteville and the Fort Bragg aili tary 
Reservation. subject to the right of the com11.ission to 
modify or revoke said Certificate for reasons set out in 
G.S. 62-261 (8). 

ISSUED BY ORDER OP THE COR!!ISSIOR. 

This 19th day of November, 1971. 

(SEAL) 

"NORTH CAROLINA UTILITIES co"nISSION 
Katherine ft. Peele, Chief Clerk 
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DOCKET NO. T-390, SUB 8 

BEFORE THE NORTH CAROLINA UTILITIES co~~ISSION 

~n the Matter of 
Application for Approval of Change of control ) ORDER 
of Granville House, Inc., d/b/a Granville l APPROVING 
Bonded Warehouse, High Point, North Carolina, ) CHANGE OF 
through a nerger with High Point Bonded Rare- ) CONTROL 
house company, High Point, North Carolina, and ) THBOU_GR 
a Redemption of Stock by the surviving Corpora- ) !!ERGER 
tion, Granville House, Inc. ) 

BY THE co~~ISSION: on ~ay 1q, 1971, joint application vas 
filed by Virginia P. Crihfield, Glenn s. Crihfield, and 
Virginia F. crihfield, Executrix of the Estate of J. Glenn 
Crihfield, of Guilford county, North Carolina; Pred P. Newby 
of Guilford County, North Carolina; High Point Bonded 
warehouse company, a North Carolina corporation, vith its 
principal office and place of business in High Point, North 
Carolina, and Granville· House, Inc., d/b/a Gt:anville Bonded 
Warehouse, a North Carolina corporation vith its principal 
office and place of business in High Point, North carolina, 
requesting that the commission approve change of control of 
Granville House, Inc., pursuant to merger vith High Point 
Bonded Warehouse company, and subsequent stock redemption by 
the surviving corporation, Granville House, Inc. 

Notice of the filing of said application vas published in 
the calendar of Truck Hearings issued by the commission on 
June 1, 1971. A hearing vas scheduled pursuant to that 
notice on July 2, 1971 on the application but in the event 
no protests vere filed by June 25, 1971, the publication 
indicated that the matter vould be considered by the 
commission and determined on the basis of the application 
filed, the documentary ·evidence attached thereto and the 
records of the commission. Ho pr:>tests vere filed within 
the time specified in the Calendar of Hearings. 
Accordingly, the commission berevith makes its determination 
based npon the verified joint application filed in this 
docket. 

Based upon the application and the exhibits attached 
thereto, the co11111ission makes the following 

FINDINGS OF FACT 

(1) That Virginia F. Crihfield, Glenns. Crihfield, and 
Virginia P. crihfield, Executri• of the estate of J. Glenn 
cribfield, are the sole owners of all of the issued and 
outstanding shares (7,200) of the common stock of Granville 
Bouse, Inc.; that Granville House, Inc. is a North Carolina 
corporation with its principal office and place 'of business 
in High Point, Guilford county, North Carolina; that 
Granville is engaged in business as a regulated motor 
carrier and operates under certificate of Public convenience 
and Necessity N.umber c-858 issued by the North Carolina 
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Utilities Commission issued to Granville in Docket No. 
T-390, Sub 7,, which certificate authorizes the 
transportation of household goods; that Granville has been 
engaged in the intrastate carrier business since 1961; that 
said company is the ovner of and has in operat.ion ·four (4) 
motor vehicles; that the gross revenue of Granville derived 
from its operations within the State of North Carolina under 
Certificate c-858 for the calendar year ending December 31, 
1970, was .t211,310.00; and that Granville has in its employ 
approximately eleven (11) persons. 

(2) That the present directors of Granville House, Inc., 
are Virginia P. crihfield, Glenns. :rihfield, and Elizabeth 
H. Crihfield, each of said directors residing in Guilford 
county, North Carolina; that the present principal officers 
of Granville are Glenn s. crihfield, President, and 
Virginia F. Crihfield, S~cretary-Treasurer. 

(3) That on December 31, 1970, J. Glenn Crihfield, one of 
the three (31 stockholders in Granville House, Inc., became 
deceased; that J. Glenn er ihfield was the President, 
Treasurer and principal operating officer of Granville 
House, Inc.; and that on the 29th day of January, 1971, 
Virginia P. Crihfield, the vidov of J. Glenn crihfield, 
qualified as the Executrix of the estate of J. Glenn 
Crihfield. 

(4) That Fred P. Newby is the sole owner of all the 
issued anrl outstanding capital stock of High Point Bonded 
'i'arehouse Co. (66 shares): that on the 30th day of March, 
1971, High Point Bonded Warehouse co. and Granville House, 
Inc. entere:l into a Plan and Agreement of Merger whereby 
High Point Bonded warehouse company would be mergea into 
Granville Bouse, Inc. the surviving corporation; and that 
Fred P. Newby would receive ninety (90) shares of the 
capital stock of Granville House, Inc. 

(5) That, subject t.o the approval of this application, 
Granville House, Inc., and 'Fred P. Revby and wife, Irene N. 
Newby, have agreed vith Virginia F. crihfield, Glenn s. 
Crihfield and Virginia f. Crihfield, Executrix of the estate 
of J. Gl~nn Ccihfield, to purchase from said persons all of 
their stock owned in the corporation and place said shares 
in the Treasure of the corporation leaving Fred l'. Newby as 
the sole stockholder of Granville House, Inc. That 
Granville House, Inc. as Ob1igor, and Pred P. Nevby and 
vife, Irene N •. N~vby,. as Endorsers, agreed to pay therefore 
an aggregate purchase price in the sum of One Hundred 
Thirty-one Thousand Five Hundred Dollars ($131,500.00). The 
purchase price is to be paid $6,500.00 as a dovn payment and 
the balance over a period of twenty (20) years with interest 
to be paid on the unpaid balance at the rate of seven per 
cent (7%) per annum. The Promissory Note shall contain an 
acceleration clause of principal in the event of· the default 
in the payment of any installment. 
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under the terms of the Purchase Agreement, no segreg·ation 
vas made in the purchase pr ice for that portion of the 
business represented by the carrier activities and the 
public warebousing activities of the corporation. 

(6) 'J'hat the given effect bah nee sheet of Granville 
House, Inc., the surviving corporation, which is marked as 
EXhibit c, shows the., financia 1 condition of the respective 
companies as of the 31st day of !'!arch, 1971~ th.at there has 
been no substantial change in the financial conditions of 
the respective companies since said date which would affect 
this balance sheet; that prior to the consummation of this 
transaction., High Point Bonded Warehouse company and Fred ?. 
Kevby were not engaged in, nor did they control, any other 
corporation enqaged in the trucking business ana neither of 
them held or presently hold, or :::ontrol, any corporation 
holding any certificates or permits issued by the Interstate 
commerce Commission or the North Carolina state Utilities 
Commission. 

(7) That Fred P. Newby, vho resides in High Point, North 
Carolina, will be the holder of all of the issued and 
outstanding capital stock of Granville House, Inc. f:>llowing 
the redemption of shares from Virginia F. crihfield, Glenn 
s. Crihfield and Virqinia F. crihfield, Executrir of the 
estate of J. Glenn Crihfiela. ftr. Newby has been engaged in 
the public warehousing business in High Point on several 
different occasions since 1947 and is presently the owner 
and manager of High Point Bonded Warehouse Company. During 
a previous period of operating High Point Bonded warehouse 
company in Righ Point, North Carolina, he acted as agent for 
North American van Lines and engaged in the booking of 
interstate shipments by motor carrier for North American Van 
Lines. He also has served for a period of 3 1/2 years as 
national sales manager for ftonogram Industries, Inc., 
formerly Quincy Stove Company, Quincy, Illinois. l'lr. Nevby 
vill be the President of Granville House, Inc., Irene N. 
Nevby vill he Vice President and secretary, and Renay N. 
Foster will be Treasurer. It is now contemplated that 
substantiallv all of the employees of Granville House, Inc. 
will continue t9 be employed by the corporation and there 
will be no interruption in the motor carrier business for 
household goods presently being c-ondncted by Granville 
House, Inc., d/b/a Granville Bonded VarBhouse. 

(8) That the merger will result in economies to Granville 
House, Inc., and will r~sult in providing efficient and 
proper management. The" surviving corporation will have 
sufficient earned surplus to permit a redemption of the 
shares insofar as the initial payment is concerned and it is 
anticipated that the corporation· will have sufficient 
profits to permit the corporation to make the payments on an 
installment basis as required by the docurqents representing 
the debt incurred to accomplish the redemption. Further, 
that there is no reasonable ground f:>r believing that the 
corporation would not be able to meet its obligations as 
they become due in the ordinary course of business; that the 
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assets of the corporation exceed the liabilities at the 
present fair value thereof; that there are no shares 
outstanding in the corporation which have a prior or equal 
claim to the assets of the corporation and that there do not 
exist any unpaid accrued dividends or dividend credits vith 
respect t.o any shares entitled to preferential .dividends. 

{9) That there are no claims against Granville Bouse, 
Inc. on its intrastate operations (a) for gross receipt 
taxes, use of privilege taxes, due or to becose due the 
State; (b) for wages to employees; (c) for unremitted con 
collections to shippers; (d) for loss or damage of goods 
transported, or received for transportation; (e) for 
overcharges on property transported, or (f) for interline 
accounts due other carriers, except current claims as 
e:z:isted on the 31st day of "arch, 1971. The parties hereto 
contemplate all such claims to he satisfied. 

Based upon the foregoing Findings of Pact, the commission 
makes the folloving 

COHCLDS IONS 

The Commission concludes that the application herein 
should be approved and that the change of control pursuant 
to cierger of High Point Bonded Warehouse Company into 
Granville House, Incorporated pursuant to redemption of 
stock should he authorized. 

IT IS, THEREFORE, ORDERED: 

for approval of change of 
High Point Bonded -Warehouse 

House, Incorporated through 

(1) That the application 
control pursuant to merger of 
company into Granville 
redemption of stock by the 
same hereby is, approved. 

surviving corporation be, and the 

(2) That Granville House, Incorporated, d/b/a Granville 
Bonded Warehouse, file a written statement with the 
Com.mission setting forth the date when the merger 
transaction and rede■ption of stock are actually 
CODSUl!l!l.at.ed. 

ISSUED BY ORDER OP THE con"ISSION. 

This the 20th day of July, 1971. 

NORTH CAROLINA UTILITIES COftftISSION 
Katherine ft. Peele, Chief Clerk 

(SEAL) 
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DOCKET NO. T-1287, SUB 22 

BEFORE THE NOllTH CAROLINA UTILITIES COMUSSION 

In the !'tatter of 
Willia11 Edward Kirk, t/a ·Kirk's ~obile Home Service, 
Route 3, Box 708, Huntersville, North Carolina 

ORDER 

The courtroom a£ the Commission, Raleigh, North 
Carolina, on January 29, 1971, at 2: 00 P. M. 

BEFORE: Chairtaan Harry T. Westcott and commissioners 
Marvin R. wooten (Presiding) and f'liles H. Rhyne 

APPEARANCES: 

For the Respondent: 

Did Not Appear 

For the Commission's Staff: 

!'taurice ~- Horne 
Assistant commission Attorney 
N. c. Utilities commission 
Ruffin Building 
Raleigh, North Carolina 

WOOTEN, CO~f'IISSIONER: The Commission, having received 
information alleging that William Edvard Kirk, t/a Kirk's 
ftobile Home Service, Route 3, Box 708, Huntersville, North 
Carolina, herein called "Respondent", had engaged in the 
transportation of mobile homes (a regulated commodity) for 
compensation in intrastate commerce vithotlt authority from• 
the commission as required by the North Carolina Public 
Utilities Act of 1963, as amended, requested its 
Tnvestigation Division to conduct an investigation and make 
a report thereof to the coamission. The investigation 
indicated that prior to August 31, 1970, the Respondent 
transported without authority a number of mobile homes to 
and from: points in the state of North Carolina for 
compensation. 

The commission Inspector, ~r- w. e. Kcsvain, contacted and 
discussed the matter vi th the ·eespondent and his wife on 
September 10, 1970, and explained to the■ the law regarding 
the obtaining of a certificate of public convenience and 
necessity and vith regard to the fact that such movements 
£or compensation could not be properly made without a 
certificate from this Commission. The Respondent advised 
the commission Inspector that he intended to file an 
application, yet Commission records to date sbov no such 
filing. The respondent advised that he vould. not mak:e any 
farther moves vi th out appropriate authority, and the matter 
vas dropped. 
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subsequently and on December 23, 1970, the Commission 
received a ca 11 through its Inspector from !'Ir. Don Sellers, 
of Carolina Mobile Home Movers. P!r. sellers advised that 
the Respondent had moved in December a house trailer for 
Hiss V. J. Re\ms and had damaged the same during such 
movement, and that. said movement was made for compensation. 
ftr. Sellers further advised that the Respondent did not have 
insurance and bad refused to pay for the damages to said 
trailer. 

The above information was relayed to this Commission by 
Inspector l'!.csvain who advised that the Respondent had moved 
the mobile home for 11rs. v. J. Helms from Riverside Park on 
Highway 16 near the Catawba River to Pecan Grove on Highway 
29 in Mecklenburg county, vhich move involved an area 
includinq Catawba, Lincoln and Mecklenburg counties, outside 
of municipal boundaries. 

The commission, being of the opinion that William Edvard 
Kirk should be named a Respondent in a shov ca use 
proceeding, inasmuch as it appeared that the Respondent had 
conducted op~rations outside of municipal limits and beyond 
the scope of certificate of Exemption provisio,ns issued to 
him by this commission for authority to operate within 
municipal boundaries without having obtained authority as 
required by law for sucb operations, concluded that the 
Respondent should be directed to appear before this 
Commission to show cause vhy his license plates issued to 
him by the Department of l'!otor Vehicles should not be 
revokec1 and removed from any vehicles operated by him for a 
period not exceeding thirty (30) days, pursuant to the 
provisions of G.S. 62-278, and issued its order in this 
cause on ,January 6, 1971, ordering the Respondent to appear 
and show cause at the captioned time and place. 

Upon t.he call of this matter for hearing, the Respondent 
failed to sbov, and the only evidence presented vas that 
through the testimony of Commission Inspector 'ii'. H. Mcswain 
which substantiated and supported the summaries hereinabove 
set out. 

consideration of the evidence in this proceeaing Upon 
pursuant 
commission 
fol loving 

to th?. statutory authority empowering 
to act in the matter, the commission maltes 

FINDINGS OF PACT 

and 
the 
the 

1. That William Edvard Kirk, t/a Kirk's Mobile Home 
Service, Route 3, Box 708, Huntersville, North Carolina, is 
an individual holding an exemption certificate issued by t.he 
Commission, certifying that he is engaging as an exempted 
carrier in the transpo_rta tion of mobile homes exempt from 
regulation hy North Carolina General Statute Chapter 62, in 
that such movements are vithin municipal zones as therein 
defined. 
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2.. .That the Respondent., having heretofore been advised 
in August of 1970, regarding the laws of the St.ate of Horth 
Carolina and the requirements for common •carrier 
certificates, is fa mi liar vi th the la vs governing the 
1:ransporta tion of mobile homes outside of municipal -zones. 

3. The Respondent•s failure to appear and sbov cause in 
this case is a willful and deliberate violation of the show 
cause order heretofore issued by this Co11mission. 

4. The movement by the Respondent of mobile homes 
outside municipal zones in December 1970, subsequent to 
being advised regarding the law, constitutes a willful and 
deliberate viola ti on of the North Carolina Public Otili ties 
Act .. 

CONCLUSIONS 

Upon consideration of the record and the foregoing 
Findings of Fact, the commission concludes tha-t the license 
plates of the Respondent should be revoked and r.emoved from 
his vehicles for a period of thirty (30, days as provided by 
G.S. 62-278; and that this Commission should immediately 
file vith the superior · Court of Rorth Carolina an 
application for the imposition of a $1000.00 per day penalty 
upon the Respondent in the event any further movements of 
mobile homes are made by him in the future without first 
having secured appropriate and proper authority and complied 
vith the lav and the rules and regulations of this 
Commission. 

IT IS, THE~EFORE, oaOERED as follows: 

1. That the license plates of any and all trucks or 
vehicles used in the transportation of property for 
compensation issued to William Edvard Kirk-, t/a Kirk •s 
Mobile Home Service, Route 3, Box 708, Huntersville, North 
Carolina, be revoked and removed from the vehicles of said 
Respondent for a period of thirty (30) days. 

2. That a copy of this order be forthwith transmitted to 
the North Carolina Department of ftotor Vehicles for proper 
eEecution in accordance vith the provisions of G.s. 62-278. 

3. That the Commission staff shall immediately report 
any future violations of the North c:1.rolina Utilities Act by 
the Respondent herein to the commission in order that the 
commission may immediately take appropriate steps to file 
vith the Superior court of Borth Carolina requesting the 
imposition of a $1000.00 per day penalty for any such future 
violations. 

ISSUED BY OR DEF OP TRE COl'llHSSION. 
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This the 4th day of February, 1971. 

RORTR CAROLINA UTILITIES CORRISSIOH 
Katherine~- Peele, Chief Clerk 

(SEAL) 

DOCKET NO. T-1096, SUB 6 

BEFORE THR NORTH C~ROLIH~ UTILITIES COM!ISSIOH 

In the Hatter of 
Petition for Proportionate Sharing 
and Exchange of Shipments Between 
Vilson Merchant Delivery Service, 
tnc., Post Office Box 488, Wilson, 
Horth Carolina, and Commercial & 
Package Delivery Service, Inc., 
!oute 6, Box 53-A, Wilmington, 
North Carolina 

ORDER ALLOWING PROPOR­
TIONATE SHARING AND 
EXCRAHGE OF SRIPRENTS 
BETWEEN CONTRACT 
CARRIERS 

BEARD IN: The Commission 
Raleigh, North 
10:00 A. R. 

Hearing Room, Ruffin Building, 
Carolina, on January 6, 1971, at 

BEFORE: commissioners Hugh A. Wells (Presiding), John 
ff. KcDevitt and Kiles H. Rhyne 

APPErtRANCES: 

For the Applicant: 

'll. c. Harris, Jr. 
Harris, Poe, Cbeshire & Leager 
Attornevs at Lav 
P. o. B0x 2417, Raleigh, North Carolina 27602 

For the Comsission Staff: 

Plaurice w. Horne 
Assistant Commission Attorney 
Ruffin Building 
Raleigh, North Carolina 27602 

BY TBE COftftISSION: On Bove■ ber 18, 1970, Petitioners, 
Wilson nerchant Delivery service, Inc., and comsercial & 
Package Delivery service, Inc., contract carriers deliYering 
drugs, pharmaceuticals and other related ite■s in virtually 
the same territory £or different shippers, filed with the 
Co■■ission a joint Petition requesting that the Commission 
approve an agreement inYolving proportionate sharing and 
exchange of shipments betveen said contract carriers as set 
forth in the agreement attached to the Petition. 

Wilson P1erchant Delivery 
carrier Permit No. P-133, and· 
Service, Inc., holds contract 

Service, Inc., holds contract 
commercial & Package Delivery 
carrier Per■ it Ho. CP-30. The 
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latter carrier is also authorized as an irregular route 
cof!l.t1on carrier. 

This matter vas set for bearing on January 6, 1971, and 
Notice of' said hearing was published in the regular Calendar 
of Hearings issued December 1, 1970. The bearing vas held 
at tbe time and pli!ce specified in the above-mentioned 
Calendar of Hearings. No one appeared at the hearing to 
protest the joint Petition. 

The proposed agreement filed in this proceeding, vhich 
said agreement has been further modified at the hearing and 
is to be further modified consistent vith the provisions of 
this order as hereinbelov described, provides as follows: 

"The following is an agreement between Wilson nerchant 
Delivery service, Inc., Wilson, N.C. and commercial and 
Package Delivery Service, Inc., Wilmington, N.c. for the 
purpose of exchanging drugs, phar11aceutical, and other 
related items. Each party vill only handle and exchange 
merchandise in vhich he holds opera ting authority. 

These shinments in question asually vill be 100 pounds or 
less. 

The carrier vhicb delivers the greater amount of shipments 
at the end of each week vill pay to the other carrier one 
( 1) dollar per shipment. 

This agreement is pending the approval of the Horth 
Carolina Utilities commission. 

WILSON ~ERCH ANT 
WITNESS: DELIVERY SERVICE, INC. 

LIU Samuel W.u.n!!.tlsh! _JsL Edva,e!l__!_._!JIUl!.t,sd'-----­
PRESIDEHT 

connERCIAL & PACKAGE DELIVERY SERVICE, INC. 

-------~ts~t~J~nL!lilli~a,,s,_ ___ _ 
PRESIDENTn 

Prior to the presentation of the Petitioners• case, counsel 
for Petitioners stated that the Petition in this proceeding 
only involved proportionate sharing of those parcels vhich 
either of the Petitioners starts the deliTery of as a 
contract carrier. 

Jerry Willia11s 0£ Wilmington, Horth Carolina, President of 
Co1111ercial & Package Delivery Service, Inc., testified that 
his firm had entered into the above-oontidned proposed 
agreement, and that suclt proportionate sharing of shipments 
would permit both carriers to commence deliveries of drugs 
'sooner than they are usually able to and would eliminate a 
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need for one truck as to commercial & Package Delivery 
Service, Inc. 

On cross-examination by the Commission counsel, Plr. 
Williams stated that each carrier would have responsibility 
for the entire move originated by him. incluiling the portion 
of movement by the other carrier, in all respects and in 
connectiqn with loss and damage Claims. !'Ir. Williams 
testified th~t the proposed agreement would not affect the 
cont:cactual relationship each carrier has with his 
respective shippe_r and that the proposed agreement relates 
only to the existing contract authority• on file vith the 
commission as of January 6, 1971, being the date of the 
hearing. He stated that the originating carrier would 
continue to bill his shipper and that said_ originating 
carrier vould charge the sharing delivery carrier a $1 flat 
fee per shipment. 

For the purpose of clarifying the proposed agreement, the 
joint Petitioners• counsel and the CommisSion counsel, at 
the insta nee of the Commission, sti put a ted that the 
agreement for proportionate sharing of shipments of drugs, 
pharmaceuticals and other related items relates only to the 
following businesses: 

With respect to Commercial & Package Delivery Service, 
Inc., of Wilmington, it will only relate to Bellamy Drug 
Company. Vith respect to Wilson fterchant Delivery 
Service, Inc., and this is on page 4 o_f the Calendar of 
Hearings, starting at (1}, Wilson's interchange agreement 
only relates to Ovens, ftinor and Bodecker, Inc., which is 
a drug company~ Bissette 1s Drug Stores, Item (3) and all 
of these are in Wilson; Koster Beauty Supply, Inc., in 
w ilson. 

Counsel further stipulated that any change or modification 
in the proposed agreement, if ap~roved by the commission, 
vould only be made after application to and approval by the 
Commission. The evidence of the Petitioners further 
indicates that the tetms "and related items" ~ay well 
include items such as percolators and golf balls, if such 
items are sold by the particular shipper drug company 
mentioned above. The Petitioners indicated that their 
primary interest is to see that they deliver drug stores, 
hospitals and doctors orders as soon as possible without 
having to leave them outside of a building during the night 
or late in the evening in accordance with recent statement 
by the Attorney General. Hr. ffilliams testified that the 
proposed agreement vould permit, in his opinion, both of the 
joint Petitioners to provide better overall service to their 
respective shippers and receivers and at a more reasonable 
cost. Althouqh none of the hereinabove described shippers 
and receivers which would be affected by the proposed 
agreement appeared at the hearing, the Petitioners indicated 
that ea~h had discussed with their respective shippers and 
receivers the proposed agreement and that each was in favor 
of said agreement. 
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Edvard A. Fulford of Wilson, North Carolina, President of 
Wilson Merchant Delivery Service, Inc., testified that 
earlier deliveries vould be possible under the proposed 
agreement and that economics of time and econon'lics of 
operation would be experienced, in his opinion, by both 
Petitioners. ·He fUrt.her indicated.. that the rates which each 
of the Petitioners charge varies and are dissimilar, but 
tba t the rate which would apply under this agreement would 
be the rate involved with the originating carrier and his 
respective shipper., and that the agreement would involve no 
additional charges vhatsoever to any of the Petitioners• 
shippers or receivers. counsel for the joint Petitioners 
indicated that each of the Petitioners• insurance coverage 
vould be reviewed for modification which might be. necessary 
if the commission approved the proposed agreement. 

Based upon the proposed agreement entered into the record 
as Petitioners• Exhibit No. 1, and the further evidence 
adduced at the hearing in this matter, the Commission makes 
the following 

FINDINGS OF PACT 

(1) Wilson ~erchant Delivery Service, Inc., Post Office 
Box 488, Wilson, North Carolina, is an authorized contract 
carrier under the lavs of North Carolina holding Permit No. 
c-133 issued by this Commission. 

(2) Commercial & Package Delivery Service, Inc •• Route 6, 
Box 53-A, Wilmington, North Carolina, is an authorized 
contract carrier under the lavs of North Carolina holding 
Permit No. c~-30 issued by this commission and, in addition 
thereto, but not involved in this proceeding, said carrier 
is also authorized as an irregular route common carrier. 

(3) The authorized territory for contract carrier 
operations with respect to each of the joint Petitioners is 
Yirtually identical. 

(4) The proposed agreement entered into by the joint 
Petitioners for proportionate sharing and exchange of 
shipments as modified at the hearing and as further modified 
in this Order should be approved in that the public interest 
vill be served because of more efficient. service, 
expeditious de1iveries·, and lover cost.s vhich vill 
ultimately inure to the shipping and receiving public in the 
authorized territory of the joint Petitioners. 

(5) The authorized service area of the joint Petitioners 
is in no vay extended or enlarged by the proposed agreement. 

(6) trnder the proposed exchange of shipments both 
carriers will be able to begin deliveries of drugs, 
pharmaceuticals and related items at an earlier time than is 
possible under existing conditions. 
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(1) Each carrier will have responsibility for the entire 
move originated by him, including the portion of move by the 
other carrier in all respects and in connl;!ction vith loss 
and damage claims. 

(8) The proposed agreement will 
contractual relationship each carrier 
respective shipper. 

not 
has 

affect 
vith 

the 
his 

(9) The 
businesses 
counsel. 

proposed agreement relates only to those 
hereinabove described pursuant to stipulation by 

(10) The r.=,, tes heretofore authorized by 
be charged by the joint Petitioners vill 
affected by the proposed agreement. 

this commission to 
in no manner be 

(11) Any chanqes, modifications or 
respect of any portion of or all of the 
would be made only after application to 
commission. 

cancellations in any 
proposed agreement 

and approval by this 

Based upon the foregoing Findings of Fact, the Commission 
111akes the following 

CONCLUSIONS 

This is a case of first impression. There is no exp7ess 
statutory authority directly related to contract carriers 
which would permit "interchange" of shipments as in the case 
of common carriers. However, G.S. 62-261 (11) provides as 
follows: 

"G.s. 62-"261(n). The Commission may from time to time 
establish such just and reasonable classifications of 
groups of carriers included in the term •com.man carrier by 
noter vehi~le• or contract carrier by motor vehicle as the 
special nature of the service performed by such carriers 
shall require, and such just and reasonable rules, 
regulations, and requirements, consistent vith the 
provisions of this article, to be observed by such 
carriers so classified or grouped, as the commission deems 
necessary or desirable in the public interest. (19lJ7, 
c.100A, s.5; 1949, c.1132, s.6; 1953, c.1140, s.5; 1957, 
c.65, s.11: c.1152, s.7; 1961, c.472, s.9; 1963, c.1165, 
s.1; 1969, c.723, s.2; c .. 763.)" 

The Commission is of the opinion and concludes that the 
proposed proportionate sharing and exchange of shipments 
agreement hetveen the joint Petitioners is in the public 
interest in that the shippers and receivers of the 
Petitioners in their respective service areas will benefit 
from said agreement because of more efficient service, 
expeditious deliveries and more reasonable costs as an 
ultimate result of the economics of time and economics of 
operations which will apparently be experienced by the 
Petitioners under the proposed agreement. It is in the 
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public interest particularly vith respect to drugs iU'd 
pharmaceuticals that such items be delivered a·s 
expeditiously as possible, and it is imperative that such 
drugs should not be left unattended at closed doors of a 
particular business at a late hour because of possible theft 
and misuse of said drugs. The affected shippers are 
benefited in that their goods vill be delivered at an 
earlier time each day. The affected receivers are benefited 
in that their purchases vill be delivered during daylight 
hours.. The Pet.itioners, and ultimately their shippers and 
receivers, will be benefited in that they vill realize 
economics of time and economics of operation resulting in 
more efficient service and more reasonable costs to all of 
their shippers and receivers. 

The commission is not herein adopting a rule of general 
application to all contract carriers. This opinion is based 
on the particular and unique facts and circumstances of this 
case and the special nature of the service performed by the 
joint Petitioners as it relates to drugs., pharmaceuticals 
and related items only. 

The commission concludes that the proposed agreement for 
exchange of shipments as outlined in Petitioners• Exhibit 1, 
and as further modified at the hearing and by the provisions 
of this order, should be approved in the public interest. 

The joint Petitioners are directed to perform under the 
terms of this agreement and to seek approval by this 
commission for any changes, modifications, or cancellations 
vhatsoever of any or all of the terms of said agreement. 

IT IS, THRR EFORE, ORDERED as follovs: 

(1) '!'bat the 
as bereinabove 
approved. 

agreement entered by the joint Petitioners 
described he, and the same hereby is, 

(2) That each of the joint Petitioners is directed to 
perform under the terms of this agreement. 

(3) That any changes, modifications 
any portion of or all of the terms 
approved in this Order shall only be 
application to and upon approval by this 

ISSUED BY ORDER OF THE C09HISSION. 

This the 19th day of March, 1971. 

or cancellations of 
of this agreement 
made effective upon 
commission. 

NORTH CAROLINA UTILITIES COft~ISSION 
Katherine 9. Peele, Chief Clerk 

(SEAL) 



DISCONTINUANCE OF AGENCY STATIONS 

DOCKET NO~ R-10, SUB 10 

BEFORE THE NORTH CAROLINA UTILITIES CO~MISSION 

In the Hatter of 
Atlantic ana East Carolina Rail'vay company -
Letter (Petition) For Authority to Close Its 
Station at Newport, North Carolina, H~ng f!Q 
!!!!!£ 

) ORDER 
) GRANTING 
l PETITION , 

399 

BY THE co,MISSION: By letter treated as~ petition dated 
November 17, 1971, and received by the commission on 
November 18, 1971, Counsel for the Atlantic and East 
Carolina Railway company, (Petitioner) seeks authorization 
!illn£ .fil:Q !~Df for the closing of its station at Newport, 
North Carolina, and the removal of the station building 
there in 1966, and authority to handle future business 
through its Havelock, North Carolina, agency. 

Based upon tbe petition, the Commission makes the 
fol loving 

FINDINGS OF FACT 

1. That the station agency at Newport has been closed 
and the station building there removed since 1966. 

2. That the above action vas accomplished under a 
Superintendent who had previously worked with Atlantic and 
East Carolina Railway Company prior to its being taken over 
by southern Railway company, and the Southern Railway had no 
knowledge that the closing had not been submitted to t.he 
Commission for action. 

3. That the business at Newport is being handled by the 
agent at Havelock, North Carolina. 

q_ That no complaints have been received concerning this 
matter. 

Upon the foregoing findings of fact and in consideration 
of the mattf'!r as a vhole, the commission makes the folloving 

CONCLUSIONS 

That by oversight or otherwise the station at Newport has 
been closed and the building removed since 1966, that there 
have been no complaints about said closing and the 
commission is of the opinion that the petition should now be 
approved, nunc pro tune. 

IT IS, THEREFORE, ORDE~ED: 

That Atlantic and East Carolina Railway Company is hereby 
authorized n!!...!!£ ~~ tune to close its agency station at 
Hevport, North Carolina, to remove the station building and 
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to handle future business there through its agency station 
at Havelock, North Carolina .. 

ISSUED BY ORDER OF THE COftftISSION. 

This the 2Qth day of November, 1971 .. 

NORTH CAROLINA UTILITIES COftftISSION 
Katherine M. Pee1e, Chief Clerk 

(SEAL) 

DOCKET NO. R-5, SUB 2~7 
DOCKET NO. R-5, SOB 250 
DOCKET NO. R-5, SUB 259 

BEFORE THE NORTH CAROLINA UTILITIES COPUUSSION 

In the Matter of 
REA Express, Inc., Petition to close Agency at 
Davidson, North Carolina, Docket No. R-5, Sub 
257 

and 
RE~ Express, Inc., Petition to Close Agency at 
"orebead City, North Carolina, Docket No. R-5, 
Sub 258 

and 
REA ExprP.ss, .Inc., Petition to Consolidate its 
Agencies at southern Pines, North Carolina, 
and Aberdeen, North Carolina, Docket No. R-5, 
Sub 259 

l 
) 
) ORDER 
) GRANTING 
) PETITIONS 
l 

' l 
) NOTICE OF 
) CONTINUED 
) HEAR ING , 

BY THE COl'l'MISSION: 
1971, REA Express, Inc. 
from this Commission to 

By Petitions filed on January 19, 
(Petitioner or REA) sought authority 

(1-) Close its agency at Davidson, Mecklenburg County,. 
North Carolina, and serve its customers within the pick-up 
and delivery limits at Davidson, by providing Pick.-Up and 
Delivery Service from its Charlotte, North Carolina,. 
facility .. 

(2) Close its agency at norehead City, Carteret county, 
North Carolina, and relocate its facility from 107 South 
6th Street to 1300 Arendell Street and provide continued 
Pick-Up ani Delivery service from its Nev Bern, North 
Carolina, facility and establish Branch Package Agency 
representation for over-the-counter service at. 1300 
Arendell Street. 

(3) Consolidate its Aberdeen, North Carolina, agency with 
its Southern Pines, North Carolina, agency station vith 
service t.o its patrons in the Aberdeen - Southern Pines 
area being Performed out of the Southern Pines, North 
Carolina, agency. 
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Bv order dated January 26, 1971, in the above-d~ckets, 
notice vas given to the public of these filings, the ■atters 
assigned for hearing on Thursday, April 15, 1971, and RP.A 
required to give full and complete notice of its proposed 
act.ion in regard thereto and of the ti ■e , place and purpose 
of the hearings in newspapers haTing general circulation in 
the involve~ aroas. The order provided further that in the 
event no nrotest.s vere received to a particular petition on 
or before "i:IJO P.~., April 9, 1971, that particular petition 
or petitions vould be decided on the basis of the petition, 
the documentary evidence attached thereto a nd the pertinent 
records of the co1111ission and no hearing vould be held on 
that petition or petitions. 

Petitioner complied vith the order by publishing 
appropriate notices in regard to its proposed actions 
concerning its agencies at Davidson (Docket No. R-5, Sub 
257) and llorehead City (Docket No. R-5 , Sub 258); however, 
Petitioner failed to give the public sufficient notice with 
regards to its proposed action concerning its agencies at 
Southern Pines and Aherdeen (Docket No. R-5, Sub 25q). 

The Commission has received no protests to Petitioner's 
proposed closing of its agencies at either Davidson or 
llorehead Citv, North Carolina, and in accordance with the 
previous order in these dockets, these petitions vill be 
decided without hearing. 

Docket No. F-5, Sob 257 

In justification of its petitions for authority to close 
its agency at Davidson, North Carolina and to continue to 
serve the area by pick-u p and delivery serTice provided 
through its Charlotte, North Carolina office, REA stated 
that Southern llailva v company (Southern) has filed a 
petition vith this co■11ission for authority to discontinue 
its agency station at Davidson, North Carolina; that REA has 
heretofore maintained an agency facility in conjunction vith 
southern Railway Co■pany , at Davidson and that the agent for 
Sonthern is also the agent for REA. Petitioner advised 
further that for the 12-month period December, 1969 through 
Movember, 1970, its traffic prodnced an average ■onthly 
revenue of $906.70, while incurring expenses of $131.511 per 
■onth vhich in1icates the need for continued custo■er 
express service at Davidso n, North Carolina, which it vould 
like to provide by establishing pick-up and delivery service 
within the authori~ed pick-up and delivery limits at 
Davidson through its Charlotte, North Carolina, office 
thereby eliminating one handling and transfer delay. 
Davidson is located approxiaately 15 miles north of 
Charlotte off of u.s. Righvay 21 and is on the saae local 
toll-free telephone excbange as Charlotte. 

Docket No. R-5, Sub 258 

In support of its petition for authority to clos e its 
agency station at ~orehead City, relocate its facility fro• 
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107 South 6th Street. to 1300 Arendell Street, there 
establishing a Branch Package Agency representative to serve 
REA patrons outsi~e Morehead City's pick-up and delivery 
limits and to provi~e REA customers in Morehead City with 
pick-up and deli verv service from its Nev Bern, North 
Carolina agency, REA state~ that it presently has an agency 
in ftorehead City at 107 south 6th Street upon which the 
lease expirei December 31, 1970~ that the agent at Morehead 
City perfor~s pick-up and delivery service and is only in 
the office approximately 3 hours per day where he maintains 
an on ha rid office for customers outside of the pick-up and 
a elivery area. RE~ states further that telephone service 
will be equal to or improved over present because it will 
install a 'ilX Line between 11orehead City and its Nev Been, 
North Carolina salary agency where an agent is on duty 
during business hours daily Monday through Friday. In 
addition to improved telephone service a Branch Package 
Agency representative vill· be located at 1300 Arendell 
Street to provide over the counter service to customers 
outside the nick-up and delivery limits of Korehead city. 
Petitioner further states that for the latest 12-month 
period it handled a total of 2,937 revenue shipments or an 
average of 245 such shipments per month indicating that the 
volunie of express business at Morehead City justifies the 
continuation of express service. 

Docket No. R-5, Sub 259 

Petitioner, in this docket, failed to publish the required 
notice of its proposed actions as required by the 
Commission• s order of ,Tanuary 26, 1971, thereby depriving 
the people in the Aberdeen-southern Pines area of their 
right of protest. Therefore, the Commission is of the 
opinion that the hearing scheduled in this docket for April 
15, 1971, should be canceled and reassigned to a later date 
vith proper notice published in due time so that anyone 
desirinq to be heard in the matter vill have the 
opportunity. 

Upon consideration of the petitions in Dockets Nos. R-5, 
Sob 257 and R-5, sub 258, the documentary evidence attached 
to each, the pertinent records of the commission and the 
lack of pro tests the commission is of the op1.n1.on that the 
proposed service is in the public interest ana vill be equa 1 
to or better than that nov being provided, and that these 
petitions should be approved. 

IT IS TRERP.FORE ORDERED: 

(1) That petition of REA Erpress, Inc., in Docket No. 
B-5, Suh 257, for authority to close its agency station at 
Davidson, Horth Carolina and to provide pick-up and delivery 
service from its agency at Charlotte, North Carolina be, and 
the same is hereby, approved. 

(21 'T'hat the petition of REA Express, Inc., in Docket No. 
R-5, Sub 25A, for.authority to close its agency at ~orebead 
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City, North Carolina, relocate its facilitv from 107 South 
6th street to 1300 Arendell Street there· establishing a 
Branch Paclcilge Agency representation for over-the-counter 
traffic and provide continued pick-up and delivery service 
£ram Nev Bern, ~orth Carolina, be, and the same is hereby, 
approved. 

(3) That the hearings now assigned in Docket No. R-5, 
subs 257 and 256, for April 15, 1971,. be and the same are 
herety canceled, and that upon publication of the proper 
tariff pr-ovisions., the proceedings will be considered 
cancele~ and the dockets closed. 

(ql That the hearing now assigned in Docket No. R-5, 
Sub 259, for April 15,, 1911, be, and the same is hereby, 
cancelled and the proceeding reassigned for hearing before 
the North Carolina Utilities commission, in its courtroom, 
Ruffin Building, on Thursclay, June 24, 1971, at 2:00 o 1 clock 
p.m. 

(5) That petitioner give full and complete notice of its 
proposed action in Docket No. R-5, Sub 259, by the 
publication of appropriate notice not more than 15 days nor 
less than ,10 days prior to June 24, 1971, in newspapers 
having genecal cicculat.ion in the Aberdeen-Southern Pines, 
Horth Carolina area, said notice to read substantially as 
set forth in Exhibit 11 A" attached hereto and made a part 
hereof. 

BY OFDP.R OF THP. COHftISSION. 

This the 13th ~ay of April, 1971. 

(SEAL) 

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

Appendix "A" 
Docket No. R-5, Sub 259 

Notice to the public is hereby given that the petition of 
~EA Express, Inc .. , !or authority to consolittate its Aberdeen 
agency with its Southern Pines, North Carolina, agency with 
service to H.s patrons in the area to be performed out of 
its Southern Pines facility is reassigned for hearing before 
the North Carolina Utilities Commission in its Court.room, 
Hu-ffin Buil-ling, 1 West t1organ Street, Raleigh, North 
Carolina, on 'J'hursday, June 2q, 1971, at 2:00 o'clock p.m. 
Protests to the granting of the petition may be filed by any 
interested party on or before 5:00 o'clock, p.m. on the 18th 
day of June, 1971. In the event no protests are received on 
or before the date and time above fixed no hearing on the 
matter vill he held. 
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DOCKET RO. R-29, SUB 186 

BEFORE THE NORTH CAROLINA UTILITIES COK~ISSION 

In the natter of 
Southern Railway company - Petition 
for Authority to Discontinue its 
Agency Station at Davidson, North 
Carolina 

ORDER APPROVING 
DISCONTINUANCE OF 
AGENCY STATION 
AT DAVIDSON 

BEARD IN: The commission Hearing Roo~, Ruffin Building, 
Raleigh, North Carolina, on January 5, 1971 

BEFORE: Commissioners John w. "cDevitt (Presiding), 
,arvin R. Wooten and Rugh A. Wells 

APPEARANCES: 

For the Applicant: 

James M. Kimzey 
Joyner 6 Howison 
"ttorneys at Lav 
P.O. Box 109, Raleigh, North Carolina 

For the Protestants: 

'l'. s. Sadler 
Mayor of Tovn of Davidson 
Davidson, North Carolina 
Poe: Tovn of Davidson 

E. T. !1cEver 
Town Administrator, Town of Davidson 
Davidson, North Carolina 
For': Tovn of Davidson 

c. c. Hovis, General Chairman 
Transportation-communication Div .-BR A.C 
Room 809r Independence Building 
Charlotte, North Carolina 
For: Transportation-communication Div.-BRAC 

For the commission Staff: 

naurice w. Horne 
Assistant commission Attorney 
Ruffin Building 
Raleigh, North Carolina 

BY THE C0!1l'1ISSION: On November 6, 1970, Southern Railvay 
company, hereinafter referred to as "Applicant", a common 
carrier by rail of property in North Carolina intrastate 
commerce,, filed an application vith the Commission seeking 
authority to discontinue the operation of its agency station 
at Davidson, North Carolina,, and to dismantle and remove 
said agency station building and to handle such business as 



DISCONTI1ftll1'CE OP AGENCY STATIONS 405 

has been handled by the agent at Davidson, 
through the Applicant's agency station 
!lortb Carolina. 

!forth Carolina, 
at Huntersville, 

By Order of Dece■ber 1, 1q10, the Commission set this 
■ attEr for hearing on January 5, 1971, and required 
Applicant to publish notice of hearing in a newspaper having 
general circulation in the Davidson-Huntersville area. 

On December 9, 1970, !. F. Beasley, General Supervisor of 
Ter ■ inals of REA P.xpress, filed in this Doclcet an unverified 
Petition requesting that REA Express be per■itted to 
discontinue its agency arrange ■ents in connections with the 
southern Railway Co■pany agency station at Davidson. 

Applicant filed Affidavit of Publication of !lotice of 
Hearing in this proceeding as a late filed exhibit on 
January A, 1971, having been previously identified as 
Applicant's ~xhibit 16 and entered into the record of this 
proceeding. The hearing in this ■atter vas held at the time 
and place specified in the Co■■ ission•s Order of Dece■ber 
18, 1970. In addition t.o the appearances as above indicated 
for the Applicant and the co ■■ission Staff, the following 
persons appeared in protest to the Application: 11ayor T. S. 
Sadler of the Town of Davidson; E. T. 11cEver, Town 
ld ■ inistrator of the Town of Davidson; and c. c. Hovis, 
General chairman, Transportation-communications Division 
BRAC. 

At the commencement of this proceeding, the Co■mission 
advised 11r. Beasley th at as a corporation, R El Express 
should file its application through an attorney authorized 
to practice before the Commission and directed that the 
application of REA Express be severed from this Docket and 
instructed REA to refile its application. 

An investiqation into and concerning this 11atter was made 
by co■■ission Transportation Inspector, w. H. i.cswain, who 
filed a wri. tten report with the commission on Nove■ber 20, 
1970. The report indicates that patrons of the Applicant in 
the Davidson area contacted by Inspector !1cSwain were 
generally not ooposed to the granting of the Application. 

Applicant offered evidence through Gilbert 11. Swing, 
Train■aster, vho testified that the agency station at 
Davidson by highway is 7 miles from Huntersville and by 
rail, 6.6 miles fro■ Huntersville, and that N.C. Hvy 115 
parallels the Southern Railway track between the points of 
Davidson and Huntersville. He stated that this road is a 
black-top road and described it as being in excellent 
condition. ~e indicated that in his opinion 15 minutes 
would be a reasonable ti ■e to travel from Davidson to 
Huntersville. He stated that the present practice in 
handling traffic at the Davidson agency station involves the 
shipper notifying the agent that a car is released and that 
cars are ordered by telephone and bills of lading are 
presented to the agent at Davidson who signs such bills. He 
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testified that if the application is granted by the 
Commission, rec@ivers would continue to be notified 
concerning incoming carload shipments by telephone and that 
cars would continue to be ordered by telephone, the primary 
difference being that that telephone calls vould be made to 
and from Runtersvi Ile. He st.a ted that there is no charge 
for telephone calls between Davidson and Huntersvi118 •. 
Under the proposed application, ftr. Swing related that 
shippers would notify the agent by telephone at Huntersville 
and that shippers would either present a bill of lading in 
person to the agent at Huntersville, present the bill to the 
local freight conductor vho picks up the car or they could 
authorize the agent by telephone to issue the bill of 
lading. sign it and mail them a copy. ~r. Swing stated that 
granting of the application would not result in an employee 
of southern Railway losing a job in that the present agent 
at Davidson vould be entitled to another job because of 
seniority. He further indicated that he talked with 
representatives of each shipper utilizing the Davidson 
agency personally and that none expressed any objection to 
the application. 

Charles H. Loughery. Statistician, Assistant Ccntroller•s 
Office of Southern Railway company, testified in connection 
with. certain exhibits offered by the Applicant. 

The testimony and exhibits of the Applicant's witnesses do 
not tend to show ·that the opera ti On of the Davidson agency 
station is a deficit operation, but tend to show that the 
Applicant can provide as good or better service to ~hose 
patrons at Davidson by providing service incident to the 
receipt and forwarding carload shipments through its 
facilities and aqency at Huntersville. 

By utilizing a formula -reflected in Applicant's exhibits 
No. 11 and 17 based upon company-pro-rated expenses on the 
same amount of revenue, the Applicant concludes that t.he 
amount of net contribution to company expenses generated by 
the agency station at Davidson for the calendar year 1969 
was !1,01? and for the year ending October 30, 1970, was 
$385. Applicant indicates that this amount represents 
actual profit generated by the agency at Davidson. The 
total agency's expenses in exhibit No. 8 were $9.685 for 
year ended October 31, 1970. 

At the conclusion of the hearing, T. s. Sadler, Mayor of 
the Town of Davidson, testified as a protestant to the 
application that while the Town itself does not utilize the 
services of the Applicant through the Davidson aqency 
station, it was his opinion that the closing of the station 
vou ld not be in the best interest of the citizens of 
Davidson. fie further indicated that he had information that 
certain shippers and receivers might protest the application 
if tbe hearing were to be recessed and a public hearing held 
in the Tolfn of Davidson. The commission considered Mayor 
Cates• request for a rescheduled hearing at Davidson, and 
over obiection of the Applicant, recessed the hearing in 
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order that a public hearing might be set in Davidson on the 
application. 

on January 12, 1<J71, the commission entered an interi111 
Order in this proceeding after the recessed hearing setting 
taking of depositions herein before a Hearing Examiner on 
January 20, 1<J71, in the Assembly Room of the Davidson Town 
Hall in Davidson, North Carolina. "ayor Sadler furnished 
the names and at1dresses of such businesses as, in his 
opinion, might vish to testify and protest the application 
and indicatP.d that. he would assume responsibility for 
publication of notice of hearing at Davidson on Janmlry 29, 
1971. 

Depositions were taken in this Docket on January 20, 1971, 
by William E. Anderson, Hearing Examiner, of the following 
witnesses: KennP.th Caldwell, ff. Burling Naramore, Robert A. 
Currie, Donald P. Howie, Berry Wood, Alton Hoke, James B. 
Alexander, and Taylor Blackwell. While 111any of the 
vit.nesses indica te«l general objecti.ons to the Application, 
such as community interest in preservation ..... of the local 
agency as an inducement for future industrial growth of 
Davidson, the record indicates that many of those whose 
depositions were taken did not utilize any of the Davidson 
agency• s service as a shipper or receiver. Several of the 
witnesses in3.icated expressly that they had no particular 
objection to the closing of the Davidson station agency. 

Based upon the evidence adduced at the hearing and the 
taking of depositions in this matter, testimony and exhibits 
of the Anplicant and other evidence of record, the 
Commission m~kes the folloving 

(1) ~pplicant 
North Carolina, 
Commission and 
proceeding. 

FTNDINGS OP FACT 

is a common carrier 
is subject to t.he 
is properly before 

of property by rail in 
jurisdiction of this 
the commission in this 

(2) Applicant's Davidson, North Carolina agency station 
is located approximately 7 hiqhvay miles and approximately 
6.6 rail miles from Huntersville, Horth Carolina, and 
Applicant's track parallels Highway No. 115 between Davidson 
and Huntersville, said highvay being a black-top road in 
good condition .. 

(3) The office hours at both the Davidson and 
Huntersville agency stations are 8:00 A.. l'l. to s:'oo P. l!l .. 

(4) The population of Davidson, North Carolina, based 
upon the 1960 census, is approximately 2,573 persons. 

(5) Applicant proposes to dismantle and remove the i!l,gency 
station building but_does not propose to make any change in 
its existing rail tract at Davidson, such track would 
continue to be available for public use. 
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(6) There is no passenger train serYice offered in 
connection with the Davidson station and said station does 
not handle any less-than-carload freight. 

(7) Under Applicant's propom.l, receivers vould continue 
to be notified concerning incoming carload shipaents by 
telephone and cars would continue to be ordered by 
t8lephone, the primary difference being that telephone cal-ls 
vonld be aade to and from Huntersville, from vhich there is 
no toll charge. 

(8) Under Applicant's proposal, shippers vould notify the 
agent in Huntersville by telephone and present a bill of 
lading in person to the local freight conductor vho picks up 
the car or the shipper could authorize the agent by 
telephone to issue the bill of lading, sign it and 11.ail him 
a copy. 

(9) Applicant 
in connection vith 
pursuant to Rule 
Co■■ission. 

posted notice of its proposed application 
dismantling the Davidson station agency 
R1-1Q of the Rules and Regulations of the 

(10) lpplicant•s exhibits tend to show that the aa.ount of 
net contribution to its expenses generated by the Davidson 
agency station for the ca,lendar year 1969 vas $1,017 and for 
the year ending October 30, 1970, a ■ounted to $385. 

(11) For the period from April, 1968 until Plarch, 1969, 
130 shipments vere received by and 6 shipments were 
forvarded frol!I. the Davidson agency.. For the period April, 
1969 until Plarc:h, 1970, 126 shipments vere received by and 6 
shipments were forwarded from the Davidson station. These 
shipments consisted primarily of lumber, chemicals, coal, 
glass products, elect.rical machinery and food products,. 

(12) The gross revenues generated by the above-mentioned 
shipments for the period stated from 1968 to 1969 vas 
S59,520 for received traffic and $1,732 for forwarded 
traffic. Gross revenues for the period stated for 1969 to 
1970 was $59,494 for receiTed traffic and $1,881 for 
forwarded traffic •. 

(13) The transportation of revenues accredited to the 
Davidson station by the Applicant for the calendar year 1969 
was $27,328 and for the year enaed ftarch 31, 1970, $27,112. 
The Applicant's average pro rated operating expenses in 
tares on the amount of revenue from the traffic handled at 
the Davidson agency for the calendar year 1969 was $16,916 
and ~he year ended ftarch 31, 1970, $16,782. 

(14) The folloviTig businesses have utilized the DaTidson 
agency's services in the past: Kerr AcGee Chemical company; 
DaTidson Ice & ?ue1 company; Hoke Lumber co■pany; Reeves 
Brothers; Transcontinental Gas Pipeline Corporation; n. K,. 
Porter Company; and Bridgeport Fabrics. These serYices have 
also on occasions been utilized by Davidson College,. 
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(15) Two individuals testified at the taking of 
depositions on January 20, 1971, that there is available to 
the public other aeans of freight transportation through the 
services of the truclting industry. 

(16) Public convenience and necessity does not require 
continued operation of the Davidson agency station and the 
public will be adequately served if the agency's operations 
are handled through the Applicant's station at Huntersville. 

Based upon the foregoing Findings of Pact, the coaaission 
■alt es the following 

CO!ICLUS IOWS 

The co■■ission is of the opinion that the evidence in this 
proceeding indicates that the Applicant can provide as good 
or better service to its patrons at Davidson, Worth 
Carolina, by providing service incident to the receipt and 
forwarding of carload ship ■ents through its facilities and 
agency at Huntersville, North Carolina. 

Under the provisions of G.S. 62-118, which provides as 
follows 

"G.s. 62-118. Abandonaent and reduction of service. 
Upon finding that public convenience and necessity 
are no longer served, or that there is no reasonable 
probability of a public utility realizing sufficient 
revenue fro ■ a service to ■eet its expenses ••• -. 

The Coaaisslon has authority to authorize abandonaeat and 
reduction of service. 

The Coaaission finds and concludes that public convenience 
and necessi·ty does not require continued operation of the 
Davidson agency and the public •ill be adequately served if 
the agency's operations are handled through the lpplicant•s 
station at Huntersville, worth Carolina. 

Applicant' s evidence indicates that virtually no change in 
handling and picltup of rail cars would be affected by the 
instant application. Applicant proposes here to dis■antle 
its agency ·station. The existing rail tract at Davidson 
will still be available for public use. The ■ethod of 
ordering cars and releasing cars will reaain practically the 
saae for the reason that telephone authorizations •ill 
continue to be used by calls placed to and froa Huntersville 
rather than Davidson. No toll charges will be incidental 
thereto. It is apparent that the public can and will be 
adequately served if its business at Davidson is conducted 
through utilization of Applicant's agency at Huntersville, 
Worth Carolina. Accordingly, the co■■ission is of the 
opinion and concludes that the application herein should be 
approved. 
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IT IS, THEREFORE, ORDERED as follows: 

(1) That the Application of Southern Railvay company in 
this Docket be, and the same hereby is, approved. 

(2) That Applicant be, and hereby is, aathorized to 
discontinue its agency station at Davidson, North Carolina, 
and handle future business from. its agency at Huntersville, 
Horth Carolina. 

(3) That Applicant notify the Commission the date the 
Davidson agency station is closed. 

ISSUED BY ORDER OF THE COMMISSION. 
This 23rd day of April, 1971. 

(SEAL) 
NORTH CAROLINA UTILITIES COMMISSION 
Katherine N. Peele, Chief Clerk 

DOCKET NO. R-71, SOB 15 

BEFORE THE NORTH CAROLINA UTILITIES COH!ISSIDH 

In ~he Ratter of 
Applicati:on of seaboard Coast t.ine Ra.ilroad , ORDER 
Company to Sake Permanent the Sobile Agency) APPROVING 
Concept Presently Being Operated in the ) !10BILE 
Tarboro. North Carolina Area. for a Six- ) AGENCY 
!onth Trial Period ) OPERATION 

BEABD IK: Edgecombe County courthouse, Tarboro, North 
Carolina, on ~ay 6, 1971, at 10~00 A. 11. 

BEFOBE: Chairman Harry T. Westcott and Commissioners 
John v. .PlcDevitt (Presiding)· and l!!arvin R. 
Wooten 

APPBABARCES: 

Por the Applicant: 

z. c. Brinson 
Taylor, Brinson & Aycock 
Attorneys at Lav 
201 E. st. James st:reet 
Tarboro, North Carolina 27886 

Richard D. Sanborn, Jr. 
General counsel 
Seaboard coast Line Railroad Company 
500 Water street 
JacksonYille, Florida 32202 

For the Protestants: No Appearance 

For the Interyenor: Ho Appearance 
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For the commission Staff: 

William E. Anderson 
Assistant commission Attorney 
P. o. Box 991, Raleigh, Horth Carolina 

WOOTEN, C0ft8ISSIONEB: On September 12, 1969, Seaboard 
Coast. tine Railroad Company (Applicant) filed vith this 
Com■ission an application seeking authority to inplement a 
mobile agency concept in the Tarboro, Horth Carolina area 
for a six-month trial period. Subsequently, and on December 
9 and ·10, 1969, the matter of said application vas heard 
before Hearing Commissioner Wooten, vho issued a Recommended 
Order dated the 20th day of February 1970, approving said 
application. Exceptions to and Appeal from the Recommended 
order were filed in apt time by the protestants and 
intervenors, and said Exceptions and Appeal vere heard by 
commissioners Westcott, Wells, Rhyne and scoevitt on oral 
argument on April 16, 1970, (said commissioners constituting 
the Full Commission, e"!'cluding commissioner Wooten as 
provided by G,. s.. 62-76 (c) ]. Subsequent to the hearing on 
Appeal by tlie commission and on July 8, 1970, the Co ■mission 
issued its Order overruling the Exceptions filed by the 
protestants and the intervenors, which said order ■odified 
and affirmed the Recommended Order in this case. The 
Recommended Order vas affirmed by the Full Com11.ission, 
except that the Full commission found that public 
convenience and necessity requited that the agencJ station 
at Scotland Neck (one of the stations included in 
Applicant's application) be continued at its then level of 
service anfl operation, in that such operation vas 
economically feasible and afforded the only less-than­
carload lot freight service in the area. 

Subsequently, and on September 9, 1970, the Commission 
entered its order further modifying the Recommended Order 
theretofore ~iled by Commissioner Wooten and permitted the 
deletion from the mobile agency concept of the agency 
station at Tillery, North Carolina, upon notion of the 
Applicant. 

The above proceedings and orders had the effect of 
approving the initial application by the Applicant seeking 
authority to implement a mobile agency concept in the 
Tarboro, North Carolina area for a sii:-month trial period as 
specified and set forth in its application filed on 
September 12, 1969, except that the agency stations at 
Tillery and Scotland Neck were deleted by orders as has been 
indicated, and othervise the application for a six-month 
test of the mobile agency concept as 1pplied for was 
approved in full. 

Upon the expiration of the six-month trial period of 
operation of the mobile agency concept in the Tarboro, North 
Carolina area and in accord with the orders .of this 
Commission, the ~pplicant sub11itted to the com11lssion a 
report, including all data accumulated by it on its mobile 
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agency operation, which report vas filed on February 25, 
1971. 

On February 17, 1971, the lpplicant filed its application 
in this docket seeking ,approval of this co ■mission to ■ake 
per ■anent its mobile agency operation in the Tarboro, North 
Carolina are1.. The Commission, being of the opinion tba t 
this vas a ~atter affecting the public interest, issued its 
Order of ~arch 8, 1971, setting the application for approval 
of the permanent mobile agency concept in the Tarboro, Horth 
Carolina area for hearing on Thursday, Hay 6, 1971, at 10:00 
a.s., anll required the Applicant to giTe notice of the time, 
place and purpose of the hearing in newspapers of general 
circulation in the area affected, ani further ordered that a 
copy of its order setting this matter for hearing be 
farnisbed by First class Rail to all parties knovn to have 
professed an interest in this matter as reTealed by the 
records of the commission. 

Upon the call of this matter for hearing the intervenors 
and protestants vere not present, did not offer any 
testimony and vere not represented by counsel, the Attorney 
General of North Carolina, or otherwise. 

The company offered the testimony of Kr. ft. s. Jones, Jr., 
Rocky ftount, North Carolina, superintendent of seaboard 
Coast Line Railroad company, in a division vhich includes 
the territory here involved, who testified regarding the 
test period operation of the mobile agency concept and 
presented certain eshibits vhicb are of record. The 
Applicant further offered the testimony of seYeral of its 
customers in the affected area, all of vhom supported the 
application in this case. Some of tb.e witnesses presented 
by the company in this bearing and who now support the 
mobile agency concept had appeared at the previous hearing 
held in December 1969 in protest to the implementation of 
such concept, vhich witnesses now testified that experience 
indicated that the mobile agency concept is an inpro•e■ent 
and not a reduction in service rendered by the railroad in 
connection vith their needs. 

The com11ission Staff offered the testi11ony and exhibits of 
D. D. coordes, Commission special Investigator and Rate 
specialist, vho supervised and investigated the test period 
of the mobi1e agency concept. !r. coordes• testimony 
indicated that all of the customers of the App1icant in this 
case were satisfied with, pleased with, and/or vholly 
supported the new mobile agency concept of operation in 
their area. 

Having further considered all of the evidence presented in 
all of the hearings involved in this docket, and upon reviev 
of the entire record as a whole, including prior briefs of 
able counsel, the Commission hereby makes the following 
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FINDINGS OF FACT 

1 . That the Applicant , Seaboa r d Coast Line Railroad 
Company , is a corpo r ation authorized to do business in North 
Carolina , as a franchised common carr ier by r ail engaged in 
both int~rstate and intrastate commerce ; that with regar d to 
its intrastate operations , Applicant is subject to the 
jurisdiction of and r egulation by the North Carolina 
Utilities Commission; and that Applicant has properly filed 
its appl i cation with this Commission conce rning this matter , 
ove r which this Commission h~s appr opriate jurisdiction . 

2 . That the Applicant i s here requesting autho rity to 
make permanent its mobile agency service in the Ta r boro , 
No rth Ca rolina area , which has he retofore been operated on a 
six-month trial period under the supervision of this 
Commission , which said service would operate from a base 
station at Tarboro and would serve the following agency and 
non-agency stations; 

Agency 
\vhi takers 
bat tl eboro 
Halifax 
Oak City - Hass~ll 
Bethel - Pa r mele 
Robersonville 

Non-Agency 
Kingsboro 
Pender 
Spring llill 
Palmyra 
Hobgood 
Whitehurst 
Conetoe 
Mildred 
Speed 

In addition to the above , the proposed concept involves 
the following features: 

(1) A central offic e will be established at Tarboro and 
said office will be equipped with a telephonic 
service over which all of its customers in its 
involved area may phone the agency without cost . 

(2) The mobile agent will use a specially equipped mobile 
van which will be supplied with all of the necessary 
fixtures o rdina rily needed and used by a r ail r oad 
agent . 

(3) The mobile agent will be expec ted to perform the 
usual duties of a r ailroad station agency , including 
check ing of tracks at the station to determine car s 
on hand for demur r age and other pur poses. In 
addition , he will be equipped to collect freight 
charges if the custome r so desires; receive orders 
for empty ca rs and provide answers for any inquiries 
as to available railroad serv ice . 

(4) The mobile agent will visit the place of business of 
each of the r ail road patrons rathe r than hav ing the 
customer come to the agency , as was previously the 
case . 
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the previous 
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agent will vork six days a veek whereas 
stations vece opened only five days each 

(6) There will be a reduct.ion of fiYe agents. but said 
agents are protected by the Brotherhood-company 
agreements, and if moved a moving expense of $400 
vill be allowed. 

3. That the Applicant vill make a monetary savings :i,n 
operating expense by the establishment of a mobile agency in 
North Carolina. 

Q.., That the implem,entation of the mobile agency concept 
as proposed by the Applicant does ne~ constitute an 
abandonment of reduction in railroad freight serYice at the 
present agency stat~ons involved; that service afforded by 
the Applicant at the stations here involved includes a wide 
range of services. including, but not limited to, number of 
trains. hours. of operation, handling of claims, damage 
inspection and verification, placement and oovement of cars, 
billing. and receiving orders for cars, etc.; and that the 
proposed mobile agency method of operation does not result 
in any substantial reduction in any service previously 
offered, but on the contrary has resulted in substantially 
.the same and improved ser1'ice in that: (1) there is no 
reduction in the number of trains to serve the stations; 
(2) that agent calls on customers at the customers• place of 
business; (3) nine (9) non-agency stations heretofore closed 
due to insufficient business receives agency service; 
(IJ) agency service is aTailable thirteen hours per day, six 
days a week instead of eight hours. five days a veek; 
(5) toll-free telephone service is available to customers; 
(6) the Applicant's co■munication system allows the Tarboro 
agent to make direct inquiry into Applicant• s co■puter 
center at JacksonTille, Florida. to provide rapid 
information for the ■obile agent, Yia radio, and for the 
customer, via toll-free telephone. regarding the location of 
freight cars; and (7.) closer coordination betveen local 
freight train service and the agent for the benefit of the 
shipping and receiving public. 

5. That the substitution of the mobile agency for the 
present fixed agencies does not result in a reduction. but 
on the contrary improves ser.,.ice. and the ia.ple ■entation and 
operation of the same is both practical and feasible. 

6. That there is no passenger service offered at any of 
thE agency stations involved, and the Applicant proposes no 
reduction in freight train service at any of said stations. 

7. The ~obile agency operation contemplates the closing 
of the fixed agency stations at the various locations and 
the substitution therefor of a ■obile agency station. 

8. That the 
proposed, and in 

changes in 
existing 

the method of operation. as 
plant. equipment, apparatus, 
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facilities and othec physical property ought reasonably to 
be made. 

9. That the ptoposed mobile agency operation does not in 
any vay alter or reduce the number or schedule of train's 
serving any of the agency stations affected. 

1 O. That the approval of the mobile agency method of 
operation in the territory and for the stations here 
involved is in the public interest and such method of 
operation vill best serve the needs of the shipping and 
receiving public and the public convenience and necessity in 
said area, as haS been clearly demonstrated by the test 
period operat.ion of the same and the record in this case. 

11. That the siz-month trial period of operation under 
the "mobi_le agency met.hod" of ·operation has demonstrated 
that such request is practical and favorable and offers 
increased efficiencies and impro1'0ments in agency service 
and that it is in the public interest that the 
implementation of the same in the Tarboro area ·be approved 
on a permanent basis as herein outlined. 

CONCLUSIONS 

The commission concludes that the Seaboard Coast Line 
Railroad is engaged in the operation of a privatP.ly ovried 
business: that by virtue of the nature Of the serv.ice it 
undertakes to render, certain exceptional duties are imposed 
upon it by the co11mon law and by statutei that this 
co11mission is aut~orized by statute to regulate its rates, 
service to the public, and the safety of its equipment and 
operating practices: and that in other respects, the company 
has the same freedom as aoes any other corporation in the 
management of its properties and in the employment and 
assignment of the duties of its employees.. (See llilities 
~!l!i§siQD y. R- R• 268 N. C. 2ij2) .. 

we conclude that it is the policy of the State of Rorth 
Carolina, "to provide fair regulation of public utilities in 
the interest of the public, ••• to promote adequate, 
economical and efficient utility services ..... and to these 
ends, to vest authority · in the Utilities commission to 
regulate public utilities generally and their rat.es, 
services and operations, in the manner and in accordance 
vitb the policies set forth in this chapter", (G .. S. 62-2): 
and that this commission has no authority to regulate or 
imposP. duties upon a railroad company except insofar as that 
authority has been conferred by chapter 62 of the General 
Statutes, liberally construed to effectuate the policy of 
the State contained therein .. 

Every railroad 
adequate, efficient 
G.S. 62-131 (b). 

is ma nda torily required 
an~ reasonable service in 

to furnish 
accord v~th 
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G.S. 62-118 ~eals with the "Abandonment and reduction of 
service" by railroads and sets forth the criterion upon 
which this Commission shall have the paver to authorize such 
abanaonment or reduction in service. We conclUde that 
"abandonment and reduction" in service under this statute, 
contemplates more than the substitution of a mobile agency 
for a particular agent, and that it also encompasses the 
broader concept of abandonment or reduction in railroad 
service by trains operating and serving a particular area. 
As set out in our findings of fact above, ve have found that 
the !pplicant here seeks to.afford the same and improved 
service with a new and innovative plan, a mobile agent 
serving the same and additioD.al areas vith the same service 
fro~ its trains and substantially the same service from its 
agent. we, therefore, conclude .that this is not an 
"abandonment or reduction in service" as is contemplated by 
G.s. 62-118,. and therefore said statute is not determinative 
in this case. We also conclude that any inconvenience 
brought about by the approval of the mobile agency plan in 
this case vill be occasional and minimal in compacison with 
the savings to the railroad an:l the improvement and 
extension of service contemplated by the plan, and that it 
is not in the public interest and is not required by Chapter 
62 of the r.eneral Statutes that a public utility should 
waste its 111anpover or other resources with no substantial 
resulting benefit to the public. (See ~.tA.!s ~I: I.tl, 
lliliti~ 9lfilIDi§§im:! ~- Atlantiq ~QS§~ ~in~ ~!1, 268 
N.C. 242). 

Tiire marches on; the agency stations here involved vere 
constructed when highways still gasped in summer dust and 
surcendered to winter mud. stations were required in that 
era, but obsolescence has been upon them for generations. 
The improvement in the highvays of this State, in motor 
vehicular transportation, in communications of all kinds, 
inclqding, hut not limited to, radio and telephone, and the 
advent of computerized accounting and other services 
iustifies the approval of new and innovative ideas and 
methods for the improvement of services and the reduction of 
costs, vhich vill maintain that proper balance in the 
proportion o~ costs incurred to the benefit and service to 
the public (G.S. 62-2) in order to promote continued growth 
of economical public utility services that afford adequate 
and efficient services to all of the citizens and residents 
of the state. A railroad is not required to spend the 
earnings received from a particular station in the community 
in which it is located contrary to the necessities of 
reasonable service. The continuance of economic waste at 
the stations involved in this application is not justified 
hy t.he favor:1hle reve.nues which they produce vhen considered 
in the light of the economic plight of railroads generally 
and the transportation policy of this State~ 

The results of the operat.ion for a period of six months 
nnder the mobile agency method has shovn that in the are,a 
here involved such method of operation constitutes an 
improvement in service afforded by the Applicant. 



~OBTLE AGENCY CONCEPT 417 

The Commission further conclutles that approval of the 
1111obile Agency Concept" as finally applied for shoula he 
granted, ann that such method of operation should be 
continueil in this area on a permanent basis under the 
general sup~rv1.s1.on of this Commission and its staff; that 
the present Physical stations may be closed, dismantled, 
moved, leased, occupied or otherwise altered as good 
business manaqe~ent dictates; that the commission should 
continue its supervision and control of the level of service 
affot:ded by the !\pplicant. in connection with all of its 
operations, including, but not limited to, the "mobile 
agency methocl" in order to assure the adequacy and 
sufficiency of service; and that the number of mobile 
agencies, telephone lines, and other equipment and 
facilities should keep pace vith the needs and demands for 
service in the involved area. 

G. S. 62-32 (b} provides: "The Commission is hereby vesteil 
with a 11 pove r necessary to require and compel any public 
utility to provi1e anil furnish to the citizens of this state 
reasonable service of the kind it underh.kes to furnish ••• n 
G. S. 62-42(a) provides: "Whenever the Commission, .... 
finds ••• , 0) That... changes in, the existing plant, 
equipment, ::ipparatus, facilities or other physical property 
of any public 11tility, ••• ought reasonably to he maite .... the 
Commission shall enter and serve an order directing that 
sucb .... changes shall be made ••• 11 G .. s .. 62-30 provides: "The 
Commission shall have and exercise such general paver and 
authority to supervise and control the public utilities of 
the state as may be necessary to carry out the lavs 
providing for their regulation, and all such other powers 
and duties as may be necessary or incident to the proper 
discharge of its duties." Ve conclude that the above 
statutes empower this Commission to ap~rove the "ffobile 
Agency concept" and to supervise its operation with the view 
to ordering such changes, additions and/or deletions as may 
be indicated hy circumstances from time to time. 

G.S. 62-245 deals with the railroads' duty to receive and 
forward freight tendered and provides a penalty for the 
unlawful refusal to receive and forward such freight. It is 
the conclusion of the Commission that such duty to receive 
and forward tendered freight rem!ins unaltered by the 
approval and i mplemen ta tion of the "ttobile Agency Concept". 

The Commission finally concludes that the fixed agency 
station, operation and services at Scotland Neck and 
Tillery, North Carolina, shall not be included in the m.obile 
agency operation herein approved for the reason that the 
same bas been previously eliminated hy order of this 
Commission, upon the grounds of public convenience and 
necessity in the case of the Scotland Neck fixed agency 
station, and at the request of the Applicant in the case of 
Tillery fixed stat.ion agency. 
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IT IS, THEHEFORE, ORDP.RED AS FOLLOWS: 

1. That, subject to further order of this Commission, 
the Applicant be, and it is hereby, granted approval and 
authority to continue its Mobile Agency concept, plan and 
method of operation in the area and in the manner 
hereinahove described. 

2. That said "!'tobile Agency" operation shall ·be in 
accord with the Applicant's proposal as above described and 
shall be subject to supervision, inspection and 
investigation by the Commission and its staff as by law 
provided .. 

3. That said "Mobile Agency" operation shall be in 
accordance vith Applicant's proposal as above described and 
shall not include the fi11:ed agency station at Scotland Neck 
and the fixed agency station at Tillery, North Carolina, 
bot.h of vhich have heretofore been eliminated by order of 
this Commission. 

ISSUED BY ORDER OP THE COMMISSION. 

Tbis the 11th day of Hay, 1971. 

(SEU) 

NO~Tff CAROLINA UTILITIES COMMISSION 
Katherine ft. Peele, Chief Clerk 

DOCKET NO. R-71, SUB 20 

BEFORE THE NORTB CAROLINA UTILITIES CO~MISSION 

In the Matter of 
Application of the Seaboard Coast Line Rail­
road Company to !mplement the nobile Agency 
Concept in the Rilson, North Carolina, Area, 
for a Six-~onth Trial Period 

) ORDER 
) APPROVING 
) APPLICATION 
) AS !'IODIFIED 

HEARD IN: 

BR?ORE: 

APPEAB~NCES: 

The Wilson County 
Carolina, on Friday, 
A. M. 

Courthouse, Wilson, North 
August 6, 1971, at 10:00 

Commissioners John v. ncoevitt, ftiles H. Rhyne, 
and Hugh A. Wells (Presiding) 

For the Applicant: 

Richard o. Sanborn, Jr., Esq. 
seaboard Coast Line Railroad Company 
500 Water Street 
Jacksonville, Florida 32202 
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William R. Rand, Esg. 
Lucas, Rand, Rose, fteyer, Jones & Orcutt 
Attorneys at Lav 
P. o. Box 2008, Vilson, North Carolina 27893 

John R. Jolly, Jr., Esq. 
Spruill, Trotter & Lane 
Attorneys at Lav 
P. O. Box 353 
Rocky ~ount, North Carolina 27801 

For the Protestants: 

J. Russell Kirby, Esq. 
Kirby, Webb & Hunt 
Attorneys at Law 
P. o. Box 249, Wilson, Horth Carolina 27893 
For: Tovn of Kenly, Evans Lumber company, and 

Edwards Lumber company 

,l. w.. ~atthevs 
General Chairman 
Transportation communication Division BRAC 
P. O. Box 385, Plorence, South Carolina 29501 

For the Using and Consuming Public: 

I. 9everly Lake, Jr., Esg. 
~ttorney General's Office 
Revenue Building 
Raleigh, North Carolina 21602 

For the Commission's Staff: 

William E. Anderson 
Assistant CommiSsion ~ttorney 
North Carolina Utilities Commission 
~uff:in Building 
Raleigh, North Carolina 21602 

WElLS, CC!'f~HSSIONEF: On P!ay 21, 1Q71, seaboard coast Line 
Railroad Company filed an application vith this commission 
seeking authority to implement the ~obile Agency Concept in 
the Wilson, North Carolina, area, for a six-month trial 
period. The Commission being of the opinion that the matter 
affected the public interest, set the matter for hearing on 
the above captioned date, time and place, and required that 
notice be given. 

Letters of protest were received by the Commission from 
the Towns of Kenly and Lucama; the Spring Hope Chamber of 
commerce; L. ff. Clark, Inc., manufacturers of tight 
cooperage stock; and Kr. J. V. ~atthevs, General Chairman 
of the Transportation communication Division BRAC. 
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not.ice of Intervention vas filed by the llorth Carolina 
Attorney General's Office on JI.a.gust 5, 1971. on behalf of 
the using and consu■ing public. 

The ·matter came on for hearing at the 
place with the Applicant and nrious 
present and represented by counsel. 

designated time and 
Protestants being 

Witnesses for the Applicant were as follows: 

sr. ft. s. Jones, superintendent of the Rocky Sount 
Division of the Seaboard coast Line Bailroad Co ■pany, 
testified that all the stations in•olYed in the proposed 
aobile Agency Concept comes under his superTisioni that 
iaproyeaent in highways, co■11unications, co11puter operations 
for agency accounting (local railroad agent no longer 
renders a freight bill to the customer) ha ye led Seaboard to 
e•ba.rk on this new program; that Wilson vill be the base 
station for the r.oute and the mobile agent would operate 
fro• Bilson on Sonday through Saturday to Blm City. 
Rash-.ille, Spring Rope, !tenly and tucaaa, and that 
contentnea, Black creek, Bunn, 8o■eyer, Sharpsburg and Vick 
which are non-agency stations vould also be ser•ed under the 
concept. The mobile agent will call on custo■ers and vill 
prepar~ bills of lading, furnish ad•ice on car supply, 
routing of traffic and all other agency se~vices. 

Br. Jones also testified that the van to be used vill be 
equipped vith a tvo-vay radio and vill be in constant 
con tact with the base station at: W-ilson and vill be equipped 
vit:h facilities as a normal office would be. All custo■ers 
can call the base station toll free and get in touch vith 
the mobile agent. "r• Jones stated that he £eels one man 
can handle the job~ that the concept requires that an agent 
drive approximately 103 miles per day involving 
approximately three hours of driving and that the other five 
hours of working time vould be left for handling documents 
vhich the station agents nov handlei that the present 
stations are nov open eight hours a day, five days a veek 
but the base station under the Concept vould stay open 2q 
hours a day, 7 days a veek for passenger service and 13 
hours a day for agency service and that the mobile agent 
vould vork 6 days a Veek, 8 hours a day and. vill work longer 
hours if necessary. 

Br. Jones further testified that his experience in dealing 
vith such matters has shown that the proposed Concept is an 
i ■pro-.ement in ser-.ice to customers and has been accepted as 
impro•ed serTice in areas that the ftobile Agency concept has 
been i■plemented .• 

He further testified. that there is aore business in this 
area proposed to be served. than in the Tarboro area vhere 
the Concept has been implemented. Rore cars per day are 
shipped but the inbound cars are aboo.t the saae. Waybills 
vould be almost four times as many as in the Tarboro area. 
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llr. R. L. Fi nan, 5ecretary-Tre:isurer of the Overton 
company in l("nlv vhich processes vood products, testified 
that his comoany does business with Seaboard at Kenly. They 
use 115 to 1qo C'.1.rs per year v ith the larges t percentage 
being inhound. ~e s tated that the concept had bee n 
explained to h i ■ a ud be does not believe his co■ pan y vould 
ha ve any difficulty ope ratin g vith it. 

l!r. Wi lliam Little, coordinator for Sales and Shipping 
vith the Overton co mpa ny in Kenly, testified that his job is 
■os tly arranging rail service for his co■ pany; that he does 
this by phone; t ha t the concept bad not been explained to 
hi ■ by railroa d representatives but fro■ vhat he had heard 
at the hearin'J could not see any prct>lem with the Concept 
s ince mos t of the co■pany•s business has been done by phone 
in the past. He sta tPd that the present agent co■es by when 
his c ompany is recei'f'ing seYeral cars a veek. to ■ak.e sure 
all is satisf:ictory; that he sends bis ■en to the :igency 
s tation to get any bills of lading sig ned and that it is 
done at irre'Jular ti ■es but that i s because the! k.nov the 
agent i s there and that the y are satisfied vith the present 
agent. 

l!r. l!urrav Go rd on Chesson, Area Traffic l!anager for 
Weyerhaeuser coapanv, Plyaouth , llorth Carolina, testified 
that the Concept had been explained to hi ■ and that it vould 
affect the Runn woodyard that lleyerhaeuser ovn s ; that they 
ha•e outbound bu siness for pulpwood - approximately 1,250 
cars in 1970 and they expect ■ore for 1971. Re further 
testified th at Weyerhaeuser has no objection to the Concept 
and that thev feel it vould not affect the■• 

llr. Bobert Robhins, of Sharpsburg, testified that he works 
as an Agent F.or 0 ri1dy Fertilizer business and be far■s. 
They rece i ye fertilizer by train c '.lrs - anywhere fro■ 6 to 
10 cars a ye3~ - a nd he thinks the Concept vould help. lt 
present he deals vith the El ■ City agent. 

l!r. J. D. Barkley, of Sha rps burg who own s the J. D. 
Barkley co ■panv, is an operator of a supermarket and also 
sells coal From 1 2 t o 15 cars a year and r ecei•es this coal 
by serYices fro■ Seaboard. He stated that he feels the 
Concept vould be ad't'antageous; that presently there is no 
agent at Sharpsburg; that he transac ts business by phone to 
F. l ■ City vbicb cos t s 15t per call and since the ■obi.le agent 
would co■e t o hi ■, it would s a•e ■oner and it would also 
help hi■ t o have bills of lading signed at the ti ■e the 
■obile agent va s th e re. 
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ftr. John Bass, of Wilson vho is a partner in the Carolina 
R'ocdyard Company vhich is located at contentnea near Black 
Creek, testified that they receive and ship pulpwood -
approximatelr 400 cars a year - and thinks the concept would 
improve services because they deal nov through the Fremont 
office by way of the Wilson office. They call Wilson and 
Wilson relays the message to Fremont and they then get the 
bills of lading back from Premont by vay of the conductor on 
the train.. Frequently the bills of lading are not dropped 
off and it might be several days or a week before they. get 
them from Fremont. He feels that the concept. would speed up 
the bill of lading receipts so they could get paid earlier 
because the agent v ould be there to sign and give their copy 
back immediately. nr. Bass further testified that his 
company ships approximately 400 cars a year. 

ftr. w. o. ~atchelor, vho is a farm operator and mobile 
home dealer fr,om Sharpsburg. a former Mayor of Sharpsburg 
and is nov serving on the Board of commissioners there, 
testified t'hat be first read the notice of the proposed 
Mobile Agency Concept in the newspapers and that it vas 
later explained to him by rtr. ft. s. Jones of Seaboard and 
that Ar. Jones had asked him to appear at the bearing. He 
testified th~t he has used Seaboard's facilities in the past 
but does not do so nov. He thinks the concept vould be 
beneficial to the City of Sharpsburg. 

Witnesses for the Protestants vere as follows: 

~r. Bailey Lipford, Jr., vho is from Rocky ftount and is 
Treasurer of Evans Lumber Company in Nashville, testified 
that they shipped 175 cars of chips and lumber avay from 
their mill in 1q10; that they are thinkinq of adding a 
second shift, which vould mean approximately 200 more cars a 
year on voo~chips and in the future they plan to ship 
savdust; that they have had good service from their 
Nashville ag~nt vho visits frequently, monitoring their 
production, controlling the flov of cars into and out of 
their plant vithout their having to contact him, and that if 
this kind of ser-Yice stopped they vould have to shut dovn 
their operations because the cars would not be there and in 
position during the plant's working hours: that this now 
happens infrequently, approximately four or fi-Ye times a 
year: that it would be difficult for them to project their 
requirements as the agent has been doing for them and that 

------ he feels his company needs the close cooperation and 
------s~pervision of a local resident railroad agent and feels 

.th1rt ...... vJ_thout it his company would have irregular service and 
it vou1a-·cause uneconomical and severe consequences. He 
stated that the railroad plays a major part in their service 
and could cause a deterioration in service if not handled 
like it is presently being done. l'lr. Lipford also testified 
that the company• s problem vould not be as co11plica.ted· if 
they had a spur parallel to the main-line track and had a 
one-way delivery of cars under a stationary loading 
position. 
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!'Ir. John HichaeJ. F,vans, of Rock'! :1o•tnt and President of 
Evans Lumher Company, testified that the concept would be 
critical to his company and they feel in ord~r to q~t 
movement at t.he proper time they need ::t.n agent who can 
monitor more closelv than they, because the aqent. knows th<? 
car dispatcher and can get these things clone much hctter 
than they can do it. 11r. Evans stated that the present 
agent makes a spP.cial point to get big cars which is helpful 
to the company since their problem is complex in thal.t they 
have a limited area where they can move cars into to loail 
and that they load variable amounts. He feels the prpsen t 
agent can qive them better attention with only 16 c11stomer.s 
than the mobile agent could with 58 customers to serve. 

l'!r. Devon Edvar-Is, of Spring Hope who is in the l11mher 
business and connected with ether businesses that use the 
services of Seaboard to ship voodchips, testified that hP 
ships and receives building supplies: that in the last 1f\ 
months he has genecated a volume of ahout 850 cars of 
freight, most of which was outgoing. He uses the services 
of the soring Hope agent and his business has increased over 
the last. yeac by about 301. He further testified that. the 
Concept had been explained to him and that he understands 
it; that he accepts some of it and some of it he does not 
like. He feels that it would not slow down operations of 
his business but states that early mailing of bills of 
lading wouln help him to get his money back faster. Mr. 
Edwards further t.esti fied that he is in daily con tact with 
the Spring Hope agent and that cars are ordered by phone; 
that he is located a mile from the Masonite corporation 
plant which is one mile east of Sprinq Hope, and stated that 
the Masonite plant will have an operation generatinq in 
excess of a million pounds of freight per day. 

Gilbert ~- Whitley, Mayor of the Town of Kenly, who is 
also in the printing and furniture business, testified 
against the concept. He testified that the Town of Kenly 
unanimously vent on record against it; that they have had no 
complaints against the present agent and he works closely 
with them on locating industry there. 

William Troy Pope, Mayor of Lucama, testified in 
opposition to thP. Concept. He stated that the Board of 
commissioners of Lucama voted unanimously against the 
proposed concept. They feel that the only way that the two 
types of service (present and proposed) can be made 
equivalent is for the mobile agent to remain in Lucama 40 
hours per week: that in Lucama their hours would be shorted 
37 hours of availability which means a 90i reduction in 
agency service. He also feels that safety is at stake in 
this proposal, referring to an instance where a depot agent 
spot.ted a fire on a train which could not be seen by the 
train crewmen. 

l'!r. J. w. Matthews, of Florence, South Carolina, and who 
is the General Chairman of the Transportation Communications 
of BRAC which is the labor union representing agents and 
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operators on seaboard Coast Line Railroad Company, testified 
that another plan vould be to dualize the small agencies 
letting one man handle two stations in one day. He thinks 
one agent for tvo stations on the Spring Rope branch and one 
agent for Kenly, Lucama (and maybe Elm City} could give 
adeguate service.. To his knowledge, the mobile agency• s 
work is efficient and to his knowledge there are no 
complaints fcom the railroad against agents that he 
represents concerning service and that the public seems 
satisfied. 

Raving 
presented, 
and upon 
com.mission 

considered 
which is a 
a review 
makes the 

all the evidence and testimony 
of record in this proceeding, 

entire record as a whole, the 
matter 
of the 

follovi ng 

FINDINGS OF FACT 

1.. That the Applicant, Seaboat'd Coast Line Railroad 
Company, is a corporation authorized to do business in North 
Carolina, as a franchised common carrier by rail engaged in 
both interstate and intrastate commerce; that with regard to 
its intrastate operations, Applicant is subject to the 
jurisdiction of and regulation by the North Carolina 
Utilities commission; and that Applicant has properly filed 
its application with this Commission concerning this matter, 
over which this Commission has appropriate jurisdiction. 

2. That the Applicant is here requesting temporary 
authority to initiate a mobile agency service in the Wilson, 
North Carolina, area, for a six-month trial period, which 
said service would operate from a base station at Wilson and 
would serve the following agency and non-agency stations: 

!!ffi.ll£I 
Elm City 
Nashville 
Sprinq Hope 
Kenly 
Lucama 

JfOD-Afilm~ 
contentnea 
Black. creek 
Bunn 
Momeyer 
Sharpsburg 
Vick 

3. That the proposed concept involves establishing a 
central office at Vil son, the office to be equipped with a 
telephonic service over which all of its customers in the 
involved area may phone the agency toll free. 

4.. That the mobile agent will use 
mobila van which vill be supplied with 
egu ipment ana facilities of a normal 
two-way radio. 

a specially equipped 
a 11 the necessary 

office, along with a 

5. The mobile agent will be expected to perform the 
usual duties of a railroad station agency. The base station 
agent in Wilson will inform the customers in the service 
area (before a rri va 1 of the train) that certain cars will be 
available for them and will answer inquiries by the 
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customers. The mobile agent vill then visit the track(s) 
and the customer's office and confirm the service involved; 
vill sign papers and bills of lading, inspect freight, 
handle claims, handle incidental bills, check up on 
demurrage records, etc. 

6. The mobile agent vlll call on customers at the place 
of business rather than have the customers come to the 
agency ,as is t.he case at present. 

7. The 111obile agent vill vork six days a week, whereas 
the present stations are open only five days each veek and 
vill vort longer hours if need be. 

e. The mobile agent vould be required to drive 
approximately 103 miles per day, involving approximately 
three hours of driving with the remaining five honrs of 
working time to be left for handling documents which the 
present station agents nov handle; that he will have 
approximately 58 customers to serve; that in the ~roposed 
ftobile Agency Concept in Wilson there would be, as compared 
to tbe Tarboro ftobile Agency concept (already approved by 
this commission,, more cars per day shipped and about the 
same number of cars received; that vaybills vould be almost 
four times as many as in the Tarboro area; that there are 
apptorimately seven loaded cars per· day handled within the 
Tarboro area, while approximately 18 loaded cars vould be 
handled in the Wilson area. 

9. That the mobile agency operation contemplates the 
closing of the fixed agency stations at the various 
locations and the substitution therefor of a mobile agency. 

10. The implementation cf the proposed plan would result 
in a reduction of service in the fired agency stations of 
Elm City, Nashville, Spring Rope, Kenly and Lucama, but 
would result in improved service at the non-agency stations 
of Contentnea, Black Cree"k., Bunn, l'lomey er, Sharpsburg and 
Vick. 

11. The area is too large to be efficiently served by one 
(1) mobile agent, and therefore in order for the area to he 
efficiently served, the railroad should provide the services 
of tvo (2} mobile agents, one to serve the Nashville, Spring 
Hope, Bunn spur, and the other to serve the main-line 
stations between Sharpsburg and Kenly, and the spur-line 
stations of Contentnea and Blac"k. creek. To achieve the most 
efficient degree of service, the mobile a gent serving the 
Nashville, Spring Hope, Bunn spur should be located in 
Spring Hope, and the agent serving the other stations should 
be located in Wilson. 

12. The evidence adduced at this hearing provides the 
basis only for Findings of Fact relating to a temporary, 
erperimental operation of this concept in the affected area 
and will he limited to the trial period requested in the 
application, following which it will be necessary to conduct 
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hearings for the purpose of determining 
the concept is effectively serving the needs 
and receiving public in the affected area. 

CONCLUSIONS 

This Commission has approved the implementation of the 
Sobile Agency Concept in other service areas of the Seaboard 
coast Line Railroad Company, where it did not appear that 
the implementation of the concept vould result in a 
substantial reduction of service. The Commission concludes 
however, that the .Applicant has not borne the burden of 
proof in this docket that the implementation of the Concept 
as proposed in the application v ill not result in a 
substantial reduction of, service, but on the contrary 
concludes that the plan as proposed would result in a 
substantial reduction of service. The commission therefore 
concludes that it must withhold its approval of the 
implementation of the plan as proposed, bllt does not find 
from the competent, material and substantial evidence that 
the plan may he satisfactorily implemented by the use of two 
agents rather than one, and that such an approach vould not 
result in a reduction of service but in an apparent 
improvement in service. 

The co111mission therefore concludes that the Concept may he 
itnplemented' by the use of tvo agents, one to serve the 
Spring Hope, Nashville, Bunn spur and the other to serve the 
other stations as set forth in the Findings of Fact above. 

The Commission finally concludes that a formal and public 
hearing, to determine all issues involved, must be afforded 
prior to the final approval of the changes contemplated by 
the implementation of the Hobile Agency Concept as al loved 
in this docket. 

IT IS, TBERE'f'ORE, ORDERED as follo11s: 

(11 That subject to the further order of this Commission, 
Applicant he, and it hereby is, granted temporary approval 
and authority to initiate the Robile Agency concept and Plan 
in the affected area as modified hereinabove, said Plan to 
re made effective and implemented within thirty (30) days 
after the ef·fective date of this Order. 

(2) That said Mobile Agency operation shall be in accord 
with the Applicant's proposal as herein amended and 
modified, and shall he subject to supervision, inspection 
and investigation by the Commission and its Staff, pending 
further ordP.r of the commission. 

(31 Applicant shall file a report with the Commission 
which shall include all data accumulated by it on its Mobile 
Agency operation as herein authorized within fifteen ( 15) 
days after said Mobile A.genc_y has been in operation for a 
period of six calendar months, upon the receipt of which the 
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commission vill consider the same and set the matter· for 
further form~l and public hearing. 

(4) Applicant 
any unforeseen 
aspect of said 
should occur. 

shall immediately report to the Commission 
problems or difficulties concerning any 

Mobile Aqency operation, in the event such 

ISSUED BY ORDER OP THR COM"ISSION. 

This the 11th day of October, 1971. 

NORTH CAROLINA UTILITIES COftKISSION 
Katherine H. Peele, chief Clerk 

(SEAI) 

DOCKET NO. R-71, SUB 21 

BBPORR THE NORTH CAROLINA UTILITIES COftftISSION 

In the Matter of 
Application of Seaboard Coast Line Railroad 
company to Implement the "obile Agency concept 
in the Conway, North Carolina, Area, for a 
Six-nonth Trial Period 

ORDER 
APPROVING 
APPLICATION 
AS !'10DIPIED 

HEARD IN: Northampton county courthouse, Jackson, North 
Carolina, on August 12, 1971, at 10:00 A. M. 

BEFORE: Chairman Harry T. Westcott and commissioners 
~iles R. Rhyne and Hugh A. Wells (Presiding) 

llPPEAlUNCES: 

For the Applicant: 

Hichard n. Sanborn, Jr., Esq. 
seaboard Coast Line Railroad Company 
500 Water Street 
Jacksonville, Florida 32202 

John R .. Jolly, Jr.• Esq. 
Spruill, Trotter & cane 
P. o. Box 353 
Rocky "aunt, North Carolina 27801 

For the Protestants: 

J •. Russell 1Kirby, Esq. 
Kirby, Webb & Hunt 
P. a. Box 2q9 
Wilson, North Carolina 27893 
For: Town of Severn 

Shippers at Tovn of Severn 
Harrington Manufacturing co., Leviston 
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For the Commission Staff: 

William Anderson, Esg. 
Associate Commission Attorney 
P. o. Box 991, Raleigh, North Carolina 27602 

WELLS, COf"l'!fISSIONER: On June 16, 1971, Seaboard Coast 
tine Railroad company filed an application with this 
Commission seeking authority to implement the ftobile Agency 
Concept in the convay, Horth Carolina, area, for a six-month 
trial period. The commission being of the opinion that the 
matter affected the public interest, set the matter for 
hearing on Thursday, August 12, 1971, in Jackson, North 
Carolina, an3 required that notice be given. 

Letters of protest were received by the Commission from 
t~e Towns of Severn, Woodville, and Leviston, North 
Carolina, the Bertie county Economic Development commission, 
the Severn Peanut Co_mpany, Vircar Plant Food, Inc., Carolina 
oil Products, Meherrin ~gricultural & chemical company, 
Carolina Cooperage Company, Standard Spray and Chemical 
Company, the Brotherhood of Ra~lway Airline and Steamship 
Clerks, and the Severn-Pendleton Ruritan Club, which 
requested that the hearing be held in Jackson, North 
Carolina. 

Letters in favor of the application vere received by the 
commission from Charles R. Priddy company, Incorporated, 
Norfolk, Virginia, and National Peanut Corporation, Suffolk, 
Virginia. 

The Honorable J. Bussell Kirby vas allowed to intervene on 
behalf of various protesting shippers and requested the 
issuance of a subpoena requiring Mr. ft. E. Lassiter of 
Severn, North Carolina, to appear as a witness for the 
protestants. 

The matter came on for hearing at the designated time and 
place with the Applicant and various of the Protestants 
being present and represented by counsel. The Applicant 
presented the testiinony ·of Kr. J. H. Ingoldsby, Train master 
of the Rocky ~ount Division of the Seaboard Coast Line 
Railroad comp~ny, and Mr. James A. Brough, of Augusta, 
Georgia, whose employer, Georgia Pacific, ships from. 
!lurfreesboro, nilvaukee and Conway. (Of these. !lilvaukee is 
within the proposed mobile service area.) 

Protesting witnesses included Kr. Lee E. Boomer, vho 
operates the Rich Square Coal and Yee company: Kr. c. e. 
Griffin, Mayor of Woodville and Chairman of the Bertie 
county Economic Development commission; Mr. John J. Heller 
of Carolina Oil Products: nr. :.;arland D. Barnes., of 
Meherrin Chemical Company, Severn, North Carolina; Mr. Vayne 
summers of standard Spray and Chemical: Mr. J. w. Bartley of 
P'Jeherrin Agricultural and chemical company and the Severn­
Pendleton Ruritan Club; !'tr. George Robert Francis, Severn, 
Nortb Carolina, of Vircar Plant Foods, Inc.; Mr. Rufus 
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Johnson, Mayor of Severn, North Carolina; l'!r. William 
Brittain of Harrington Manufacturing company, Leviston, 
North Carolina; ar. t1arshall Rdvard Lassiter, Severn, Horth 
Carolina, who has been Station Agent at Severn since 
November 1966, and l'lr. J. ·W. !'Jatthevs of the Brotherhood of 
Railway, ,irline and Steamship Clerks. 

ftr. Ingoldsby testified as to the l'!obile Agency Concept 
generally and as regards to its applicability to the 
proposed service area. !'Jr. Brough testified as to his 
company's experience vith the Mobile Agency Concept in south 
Carolina. The Protestants testified regarding various 
reasons for opposition to the proposal, citing indiYidual 
problems in shipping and receiving and their particular 
needs for a station agency. 

The entire testimonr of all witnesses is a matter of 
record in this proceeding .. 

Having considered all of the evidence presented, and upon 
a review of the entire record as a whole, the Commission 
makes the following 

FINDINGS OF FACT 

(1) The ~pplicant, seaboard coast Line Ra·ilroad Company, 
is a corporation authorized to do business in North Carolina 
as a franchised common carrier by rail engaged in both 
interstate and intrastate commerce.. That with regard to its 
intrastate operations, Applicant is subject to ·the 
jurisdiction of and regulation by the North Carolina 
Utilities Commission and that Applicant has properly filed 
its application with this commission concerning this 11atter, 
OYer vbich this Commission has appropriate j11risdiction. 

(2) The Applicant herein is requesting temporary 
authority to initiate a mobile agency service in the Conway, 
Rorth Carolina, area, Northampton and Bertie counties for a 
six-month period; the proposed service would operate from a 
base station at Conway and vould serve the following agency 
and non-agency stations: 

A.GEBCY ST A'J:I~ 
Severn 
Woodland 
Rich Square 
Leviston 
R.ulander 
Gates-Roduco 

!OH-AGENCY STATIONS 
Potecasi 
Roxobel 
Kelford 
Bare 
Milwaukee 
Pendleton 

(3) In addition to the above, the proposed Concept 
inYolves the folloving usual mobile agency features: 

A. A central office vill be established at Conway and 
said office will be equipped with a telephonic 
service over which all of its customers in its 
involved area may phone the agency without cost. 



430 RHLROADS 

Ba The mobile agent will use a specially equipped mobile 
van vh ich vi 11 be supplied vith all of the necessary 
fixtures ordinarily needed and used by a railroad 
agent. 

c. The mobile agent vill be expected to perform the 
usual duties of a railroad station agency, including 
checking of tracks at the station to determine cars 
on hand for demurrage and other purposes. In 
addition, be vill be equipped to collect freight 
charges if the customer so desires: receive orders 
for empty cars and provide answers for any inquiries 
as to available railroad service. 

D. The mobile agent will visit the place of 
each of the railroad pa trans rather than 
customer come to the agency, as is 
present. 

business of 
having the 
the case at 

E. The mobile 
the present 
week. 

agent vill work six days a veek, whereas 
stations are open only five days each 

F. There vill be a reduction of agents, but said agents 
are protected by the Brotherhood-Company agreements, 
and if moved a moving expense will be allowed. 

(4) The proposed implemen!a~ion of the ~obile Agency 
Conceyt in the Conway area envisions that the agent would 
operate from Conway to Severn and back through Conway to 
Gates-Roduco and Aulander and thence through teviston, Rich 
Square and Woodland, back through Conway to Severn and 
return to Conway, also serving Potecasi, Rilvaukee, 
Pendleton, F.ure, Kelford and Roxobel en route. 

(SJ. The mobile agent should be 
service heretofore provided by 
providing comparable service 
stations. 

able 
six 
for 

to provide 
agents as 
the six 

all agency 
well as 

non-agency 

(6) Th~ proposed mobile agency service area includes, 
particularly in Severn and Leviston, a number of relatively 
small businesses which are aggressive outbound shippers of 
various agricultural and agrichellical products and raw 
materials. Nany of these shippers have particular 
individual service requirements associated with the 
rendering of bills of lading, the ordering of cars and the 
spotting of cars. 

(7) The industrial development efforts 
indiv-iduals and organizations in the rural 
Bertie area have been aided significantly by 
and active efforts of local agents. 

of various 
Northampton­
the presence 

{ B) Certain industrial operations filay require the 
availability o~ a local agent vhose presence can coincide 
vith the shippers• requirements: the mobile agency's 
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unscheduled presence vill depend on the volume and nature of 
business at some other point on the route. 

CONCLUSIONS 

The commission concludes that the Applicant has not borne 
the burden of proving that the ri.iobile Agency concept as 
proposed can satisfactorily be implemented in the entire 
Conway are.. This commission has approved the 
i•plementation of saiil Concept in other service areas and is 
of the opinion that said Concept, as a modern and innovative 
approach to providing agency service, is a valid concept and 
should he imolemented in those cases vhere the application 
of the Concept to the particular factual background of a 
particular sc!rvice area is justified. It is the duty of 
this Commission, ther~fore, to consider the particular 
service requirements in an area for vhich an application has 
been made. 

The Commission concluaes that the implementation of the 
proposed plan in its entirety vou1a constitute a "reduction 
in service". '!.'he commission concludes that it must withhold 
its approval of such reduction because it appears from 
competent, material and substantial evidence in viev of the 
entire record that the public conTenience and necessity 
requires that the stations at Severn and Leviston be kept 
open and that the Applicant by so doing vill not incur costs 
out of proportion to the benefit to the public. 

G. s. 62-32 (bJ provides: "The com.mission is hereby vested 
vith all powar necessary to require and compel any public 
utility t~. provide and furnish to the ci,tizens of this State 
reasonable service of the kind it undertakes to furnish. n 
G.S. 62-42(aJ provides: "Whenever the Commission, ••• 
finds ••• , (3) That... changes in, the existing plant, 
equipment, aoparatus, facilities or other physical. property 
of any public utility, ••• ought reasonably to be made ••• the 
commission shall enter and serve an order directing that 
such ••• chan:res shall be made ••• " G.s. 62-30 provides: 
"The Commission shall have and exercise such general power 
and authoritv to supervise and control the public utilities 
of the State as may be necessary to carry out the lavs 
providing for their regulation, and all such other. powers 
and duties as may be necessary or incident to the proper 
discharge of its duties." We conclude that the above 
statutes emoover this commission to approve or modify the 
"ftobile Aqen~y concept" and to supervise its operation vith 
the view to ordering such changes, additions and/or 
deletions as may be indicated by circumstances from time to 
time. 

The Commission therefore concludes that it should approve 
the implementation of mobile agency service in the service 
area as proposed, but with the exceptions that the stations 
in Severn and Leviston should be kept open vi th a full-time 
agent .. 
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"The Commission finally concludes that a formal and public 
hearing, to ~etermine all issues involved, must be afforded 
prior to final approval of changes contemplated by the 
implementation of the ~obile Agency concept in this docket. 

IT TS, THEllEFORE, ORDERED AS FOLLOWS: 

1. That, subject to further order of this commission, 
the Applicant be, and it is, hereby granted temporary 
approval and authority to initiate its ~obile Agency concept 
and Plan in the area and as modified hereinabove, effective 
vithin thirty (30) days after the effective date of this 
order. 

2. That said nMobile Agency" operation shali be in 
accord vith the Applicant's proposal as herein amended and 
above described and shall he subject to supervision, 
inspection ancl investigation by the Commission and its 
staff, pending further and/or interim orders by the 
commission. 

3. That the ~pplicant shall file a report vith this 
commission which shall include all data accumulated by it on 
its Mobile Agency operation, vithin fifteen (15} days after 
its "obile Agency has been in operation for a period of six 
(6) calendar months, upon the receipt of vhich the 
Commission vill consider the same and set the matter for 
further formal and public hearing. 

4. That the Applicant shall imm.edia tely report to the 
commission any unforeseen problems or difficulties 
concerning any aspect of its mobile agency operation, in the 
event such should occur. 

T SSUED BY ORDER OF THE coaaISSION. 
This the 3rd day of September, 1971. 

(SEAL) 
NORTH CAROLINA UTILITIES CO!!ISSION 
Katherine ff. Peele, chief Clerk 

DOCKET NO. R-11, SUB 22 

BRPOBE THP. NORTH CAROLINA UTILITIES COKffISSION 

In the l'latter of 
Applicat.ion of Seaboard coast Line Railroad l ORDER 
company to Implement the Sobile Agency concept ) APPROVING 
in the Fayetteville, North Carolina Area, for ) APPLICATION 
a Six-"onth Trial Period ) 

HEARD IN: 

BEFOBE: 

cumber land county Courthouse, Fayetteville, 
North Carolina, on August 17, 1911, at 10:00 
A. M. 

Chairman Harry T. Westcott and commissioners 
Hiles H. Rhyne (Presiding) and Marvin R. Wooten 
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APPEARANCES: 

For t.he A.pplicant: 

Richard D. Sanborn, Jr. 
seaboard coast Line Railroad company 
500 Water street 
Jacksonville, Florida 32202 

Charles G. Rose, III 
Rose, Thorp & Rand 
Attorneys at Lav 
200 ·Green Street 
Fayetteville, Nor-th Carolina 

For the Protestant: 

J. Russell Kirby 
Kirby, Webb & Hunt 
Attorneys at Lav 
P. o. Box 24f:J, Bilson, North Carolina 
Par: Shippers at Stedman 

John Mcl'lanus, Jr. 
McManus & ffcManus 
Attorneys at Lav 
Red Springs, North Carolina 
For: Town of Red Springs 

Liberty Manufacturing co., Inc. 
J. Kelly Pearson 

For the commission Staff: 

William Anderson 
Associate commission ~ttorney 
P. o. nox 991, Raleigh, North Carolina 

q33 

WOOTEN, COMIUSSIONER: on June 25, 1971, seaboard Coast 
Line Pai lroarl company (Applicant} filed vi th this commission 
a Petition seeldnq authority to implement a mobile agency 
concept in the Favetteville, North Carolina area, for a six­
month trial period. The Commission, being of the opinion 
that the interest of the public vas involved, set the matter 
for hearing on August 17, 1971, by its Order dated July 1, 
1q11. By this same Order, the Applicant was required to 
give notice of the time, place and purpose of the hearing by 
having an appropriate ·~notice inserted in newspapers having 
general circulation in the area in vhich it proposed to 
provide mobile agency service approximately 10 days before 
the date of the hearing .. 

Letters of protest vere received by the commission from 
the Red springs Chamber of commerce; the Borden Chemical 
Company; the Transportation-co1111unication Division, 
Brotberhood of Railway, Airline and Steamship Clerks, 
Freight Handlers, Ei:press and St:1.tion Employees; Liberty 
ftanufacturing Company; and J. ICelly Pearson, all of which 
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letters of protest are a matter of record. A letter in 
support of the application was received from Butler & 
Crumpler Hilling co., which is a matter of record in this 
proceeding. 

Hearing vas held at the captioned time and place with the 
Applicant ani Protestants being present and represented by 
counsel .. 

A.pplic"lnt presented evidence and testimony which tend to 
show that th?. improvement in highways, communications and 
computerization of agency accounting have made the mobile 
agency concept a feasible ra·ilroad operation. 

Testimony and evidence of the Applicant further shows that 
it proposes to establish a governing agency at Fayetteville, 
North Carolina, where full agency service will be available 
to the involved area 13 hours per day from 7:00 A.~. to 8:00 
P. ~-, Monday through Saturday. Using Fayetteville as a base 
of operations, the Applicant, by utilizing a radio-equipped 
van truck =ontaining all necessary office equipment and 
supplies and operated by a qualified employee traveling a 
specified route and schedule, vill provide complete agency 
service to its following fixed agency stations: Hope !'lills, 
Parkton, Red Springs, Stedman, Roseboro, and Garland, North 
Carolina. Hobile agency service will also be provided to 
A~plicant•s non-agency stations at Lumber Bridge, Vander and 
Hayne, North Carolina, where at present agency services are 
not available to the public. The mobile agent will call on 
the Applicant's customers at their places of business in the 
above listed towns and will prepare bills of lading, furnish 
information concerning car supply, routing of traffic and 
perform all other agency services according to customer 
requirements. 

Applicant proposes to establish a toll-free public 
telephone system whereby the public in the area to be served 
by the mobile agent can, by dialing a special number, call 
the governing agency at Fayetteville for whatever agency 
service they need anytime between the hours of 7:00 A.ft. and 
8:00 P.1!1., f'llonday through Saturday, instead of 8:00 A.H. to 
5:00 P.H., Monday through Friday, as is presently available 
to the public through the vari-ous fixed agency stations. 

Applicant will install in the Fayetteville agency a 
communication system which will enable the agent on duty in 
the Fayetteville agency to request information on railroad 
car movements directly from its computer center in 
Jacksonville, Florida. By utilizing the mobile agent's 
radio or the toll-free telephone system into Fayetteville, 
customers can obtain very quickly full information 
concerning car location. 

A.pplicant has made a detailed study of the workload of the 
agent at each present agency station and has determined that 
the mobile agency concept can. without difficulty, handle 
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all agency functions performed at. the agency and non-agency 
stations proposed t·o be served by the mobile agency. 

R'ith the implementation of the mobile agency concept, the 
agency stations hereinbefore named nov staffed with a full 
time agent on duty eight hours per day, five days per week, 
will not be open to the public and these agents vill no 
longer be on duty at these stations. 

Testimony was offered 
Pli 11s, vho stated that he 
mobile aqencv concept for 

by 
had 
the 

one su~porting witness, Howard 
no objection to trying the new 
six-11onth trial period. 

Protestant: witnesses presented testimony in opposition to 
the mobile aryency concept with several stating that it did 
not meet their needs inasmuch as they felt with the removal 
of a fixed agent presently serving them, they would lose the 
benefits of service rendered by this local agent. The 
protestant wi t.nesses further stated that they did not 
believe the mobile agency concept vould satisfy their needs, 
bat that thev would he willing to see the matter tried on a 
trial basis in order to see if it works or not; however, 
they requested t.h&t. the Commission continue their local 
agency serviG~ during such trial period. 

Protestant J. Kelly Pearson testified that the planned 
operation of the mobile agenCy would not meet his needs for 
the reason that his business is not open on ~onday mornings 
and that he needs the mobile agency at his place of business 
on Friday afternoon of each week in time sufficient prior to 
5:00 P.~., to complete his business by 5:00 P.M., in order 
that the train on the following Monday could pick up his 
cars which vere available for movement. 

Six protestant witnesses testified in opposition to the 
application for the reason that they felt that the mobile 
agency conceot constituted a reduction in agency service 
which they are nov receiviDg, an~ expressed fear and doubt 
in trying a new service and made a plea against the loss of 
the local agent in the community, though these witnesses 
stated that they would be willing to try the matter and be 
convinced if such a concept was workable. 

Having considered all of the evidence presented and upon a. 
review of the entire record as a vhole, the Commission makes 
the following 

FINDINGS OF FACT 

1. The1.t the Applicant, Seaboard Coast Line Railroad 
Company, is a corporation authorized to do business in North 
Carolina, as a franchised common carrier by rail engaged in 
both interstate and intrastate commerce; that with regard to 
its intrast.ate operations, A.pplicant is subject to the 
jurisdiction of and regulation by the North Carolina 
Utilities Commission; and that Applicant has properly filed 
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its application with this commission concerning this matter, 
over which this Commission has appropriate iurisdiction. 

2. That +.he Applicant is here requesting temporary 
authority t.o initiate a mobile agency service in the 
F'3.yetteville, North Carolina area, for a six (6) month 
period, which said service would operate from a base station 
;:i,t Fayet.tev.ille and would serve the following agency and 
non-agencv stations: 

!srnn.9.Y 
Hope ;'fills 
Parkton 
Reel. ~n ri n:-r s 
Stedman 
Posehoro 
Garlant! 

Ji2!!.=!~!!..£Y 
1.umher Bridge 
Vander 
Havne 

In addition t.o the ahove, the proposed concept involves 
the followinq fP.atures: 

(1) A cent.cal of.flee will be established at Fayetteville 
and S':lid nffice will he equipped with a telephonic 
servicP. over which all of its customers in its 
involved area may phone the agency wit.bout cost. 

(2) The mnbilc agent will use a specially equipped mobile 
van which will be supplied with all of the necessary 
fixtures orrlinarily needed and used by a railroad 
agent. 

(3) The ~obile aqent will be expected to perform the 
usual dut.ies of a railroad stat.ion agency, including 
checking of trad:s at. the station to determine cars 
on hand fer O.emurrage and other purposes. In 
addition, he will be equip~ed to collect freight 
charq~s if the customer so desires; receive orders 
for e~pty cars and provide answers for any inquiries 
as to available railroad service. 

rs, 

( 6) 

The mohile aqent will visit the place of 
each o~ t.h.e rrt.ilroad patrons rather than 
customer come to the aqency, as is 
present.. 

business of 
having the 
the case at 

The IUO hi] e 
the present 
week. 

Th~re will 
aqents are 
agreement.s, 
allowe1. 

agent will vork six days a veek, whereas 
stations are open only five days each 

be a reduction of six agents, bot said 
prot.ected by the Brotherhood-Company 
and if moved a moving expense vill be 

3. That: +.he Aµplicant will make a monetary savings in 
operating exnense by the establi~hment of this mobile agency 
in North Carolina. 
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4. That the implementation of the mobile agency concept 
as proposed by t.he Applicant does .!!21 :::onstitute an 
abandonment or reduction in railroad freight service at the 
present agen::y st.a tions involved; that service afforded by 
the A.pplicant. at the stations here involved includes a vide 
range of services, including,. but not limited to, number of 
trains, hout:'s of operation, handling of claims, damage 
inspection and· verification, placement and movement of cars, 
billing, ani r~ceiving or~ers for cars, etc.: and that the 
proposed mo~ile aqency method of operation will not result 
in any substant:ial reduction in any service presently 
offered, hut, on the contrary, will result in substantially 
the same and improved service in that: ( 1) there is no 
reduction in the number of trains to serve the stations; 
{2J that agent will call on customers at the customers• 
place of business; (3) three non-agency stations heretofore 
closed due to insufficient business will receive agency 
service: (4) aqency service will be available thirteen (13) 
hours per ~ay, six days a veek instead of eight {81 hours, 
five days a veek; (5) toll-free telephone S!rvice vill be 
aYailable to customers; (6) the Applicant's communiCation 
system will ~llov the Fayetteville agent to make direct 
inquiry into Applicant's computer center at. Jacksonville, 
Florida, to nrovide rapid information for the mobile agent, 
via radio, and for the customer, via toll-free telephone, 
regarding tbe location of freight cars; and (7) closer 
coordination between local freight train service and the 
agent for the benefit of the shipping and receiving public. 

5. That the substitution of the mobile agency for the 
present fixed agencies will not result in a reduction,. but, 
on the contrary, vill improve service, and the 
implementation and operation of the same is both practical 
and feasible. 

6. That there is no passenger service offered at any of 
the agency st.ations involved, and the Applicant proposes no 
reduction in freight train service at any of said stations. 

7. The mobile agency operation contemplates the closing 
of tbe fixed llgency stations at the various locations and 
the substitution therefor of a mobile agency station. 

B. That the 
as proposed, and 
facilities :1.nd 
be made. 

changes in the present method of operation 
in existing plant, equipment, apparatus, 
other physical property ought reasonably to 

9. That the proposed mobile agency operation does not in 
of trains any way alter or reduce the number or schedule 

serving any of the agency stations affected. 

10. That the proposed mobile agency operation vill not 
adequately afford needed and presently existing service to 
the Applicant's customer, J. Kelly Pearson, Red Springs, 
Horth Carolina, and that such serYice can only be made 
aYailable through an amendment in the proposed mobile agency 



operation so n.s to allow the mobile agent to return to Red 
Si;,rinqs, North Carolina, on Friday of each veek in t.ime 
sufficifint to complete the business of said customer by 
5: 00 P. M., unon reg11est of said customer .. 

CONCLUSiffNS 

Tlie Commission concl.udes that the Seaboard Coast Line 
P.ailroad is engaged in the ope~ation of a privately-ovned 
business; that bv virtue of t.he nature of the service it 
underta-kes to render, certain exceptional dutie"s are imposed 
upon it by the common law and by statute; that this 
Commission is authorizer!. by statute to reg_ulate it.s rates, 
service to the public, and the safety of its equipment an·d 
operating practices; and, that in other respects, the company 
has the same freedom as does any other corporation in the 
management of its properties and in the employment and 
assignment of the duties of its employees. (See .!!ti!iili.§ 
~J!li§SiQ!! .!• B_. fi.• 268 N.C. 242,. 

we conclude that it is the policy of the State of North 
Carolina, "to provide fair regulation of public utilities in 
the interest of the public •••• to promote adequate, 
economical and efficient utility services ••• and to these 
ends, to vest authority in the Utilities commission to 
regulate public utilities generally and their rates, 
services and operations, in the manner and in accordance 
vitb the policieS set. forth in this chapter", (G.S. 62-2); 
and that this commission has no authority to regulate or 
impose duties upon a railroad company except insofar as that 
autbority has been conferred by Chapter 62 of the General 
Statutes, liberally construed to effectuate the policy of 
the State contained therein. 

Every railroad 
adequate, efEicient 
G.S. 62-131 (b). 

is manda.tori1y required 
and· reasonable service in 

to furnish 
accord vith 

G.S. 62-118 deals with the "abandonment and reduction of 
service" by railroads and sets forth the criterion upon 
which this Commission shall have the paver to authorize such 
abandonment or reduction in service. We conclude that 
"abandonment and reduction" in service under this statute, 
contemplates more than the substitution of a mobile agency 
for a particular agent, and that it also encompasses the 
broader concept of abandonment or reduction in railroad 
service by trains operating and serving a particular area. 
~s set out in our findings of fact above, ve have found that 
the Applicant here seeks to afford the same and improved 
service vith a nev and innovative plan, a mobile agent 
serving the same and additional areas vith the same service 
from its trains and substantially the same service from its 
agent. we, therefore, conclude that this is not an 
"abandonment or reduction in service" as is contemplated by 
G.S. 62-118, and, therefore, said statute is not 
determinative in this case. we also conclude that any 
inconvenience brought about by the approval of the mobile 
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agency plan int.his case will be occasional and minimal in 
comparison with the savings to the railroad and the 
improvement and extension of service contemplated by the 
plan, and that it. is not in the public interest and is not 
required by Chanter 62 of the General Statutes that a public 
utilit.y shoul~ vaste -its manpower or othP.r resources vith no 
substantial result-in() benefit to the public. (See ~a!.~ f.!. 
If.1- !!!ilili~§ £~!!l.!!li.2ei2a ~- !1.lail.!.i~ ~2a~t tinf. .Bai1£~a1, 
26R N.C. 242). 

The improvement in the highwa'fs of this State, in root.Qr 
vehicular transportation, in communications of all kinds, 
including, hut not limiteil t.o, radio and telephone, and the 
advent. of computerized accounting 11.nrt other services 
justifies the temporary approval of new- and innovative ideas 
and met hods for t.he improvement of services and t.he 
reduct.ion of co!'lts, vhich will maintain that proper balance 
in the proportinn oE costs incurre:l to the benefit and 
service to the public (G. s. 62-2) in order to promote 
continued growth of economical puhlic utility servicl?'s that 
afford adequat.e and efficient services to all of the 
citizens anC, residents of the State. A railroad is not 
required to spend the e~rnings received from a particular 
station in the community in which it is located contrary t.o 
the necessities of reasonahle service. The continuance of 
economic vast.e at the stations involved in this retition is 
not justified by the favorable revenues which they produce 
when considered in the light of the economic pliqht of 
railroads generally and the transportation policy of this 
State. 

The r.ommission further concludes that temporary approval 
for the impl~menta tion of the "Mobile Agency concept" as 
applied for ~nd her.~in amenned should be granted, under the 
supervision of this C'cromission and its staff, sutiject to 
proper protective provisions in t.be public interest; t.hat 
the present nhvsical st-3.tions should he closed hut not 
dismantleil, moved, l""ased, occupied or o-1::her~ise alt.ered, 
pending furthPr orders of: this Commission: that the 
Commission shoulC, keep a const=rnt vigil over the operatcion 
during t}.e ~rioC, o.!: ternporar:y anproval so t.hat it might. 
enter such ad'1i tion~l orders as mav be indicated by 
circumstance5 frnm time to time in order to insure the 
aitenuacv a nit sufficiency of service; and that the number of 
mohile · a')encies, telephone lines, and other facilities 
should ke~p nace wit.l•. t.he needs and demands for service. 

G.S. 62-32 (bl provicles: "The Commission is hereby vested 
with all power necessary to r:equire and compel any· public 
utility to pt"'OVide anit furnish to the citizens of this State 
reasonable service· of the kind it undertakes to furnish. 91 

G.S. 6?.-ll2C:1.) provides: 11 ffhenev~r the commission, ••• 
finds ••• , {1) ~hat .••• changes in, t.he existing plarit·, 
equipment., =ir>n3.ratus, facilities or other physical property 
of any pu~li= utilitv, ••• ought reasonably to be made ••• the 
commission shall enter an(l serve an order directing that 
such ••• chang~s shall be made ..... 11 G.S. 62-30 provides: 11 Thf> 
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Commission shall have and exercise such general pover and 
authority to supervise and control the public utilities of 
the state as 11ay be necessary to carry out the laws 
prowiding for their regulation,' and all such other powers 
and duties as may be necessary or incident to the proper 
discharge of its duties." Ve conclude that the above 
statutes empower this comaission to approve the "ftobile 
Agency Concept" and to supervise its operation vith the view 
to ordering such changes, additions and/or deletions as may 
be indicated by circumstances from time to time. 

G.s •. 62-245 deals vith the railroads• duty to receiye and 
forward freight tendered and provides a penalty for the 
unlawful refusal to receive and forvard such freight. :It is 
the conclusion of the Commission that such duty to receive 
and forward tendered freight remains unaltered by the 
approYal and implementation of the "Pfobile Agency concept". 

The Commission further concludes that the aobile agency 
concept as applied for should be a11en.ded so as to provide 
aobile agency service to the Applicant's Red Springs 
customer, ftr. J. Kelly Pearson, upon request of said 
customer, on Friday of each veek in time sufficient to 
coaplete said custoaer•s business by 5:00 P.!I. 

The commission finally concludes that a .for■al and public 
hearing, to determine all issues involved, must be afforded 
prior to final approval of changes contemplated by the 
i ■plementation of the mobile agency concept in this docket. 

IT rs, THEREFORE, ORDERED lS FOLLOWS: 

1. That, subject to further order of this com■ission, 
the Applica~t be, and it is, hereby granted temporary 
approval and authority to initiate its Kobile lgency Concept 
and Plan in the area and manner hereinaboYe described, 
effective vithin thirty (30) days after the effectiYe date 
of this order. 

2. That said "Mobile Agency" operation shall be in 
accord with the Applicant•s proposal as herein amended and 
above described and shall be smbject to supervision, 
inspection and investigation by the Commission and its 
staff, pending further and/or interim orders by the 
Commission. 

3. That the A.pplicant shall file a report vith this 
co■mission which shall,include all data accumulated by it on 
its mobile 3gency operation, within fifteen (15) days after 
its llobile Agency has been in operation for a period of six 
(6) calendar months, upon the receipt of vhich the 
commission vill consider the same and set the ■atter for 
further for ma 1 and public hearing. 

q_ That 
Co1i111ission 

the 
any 

Applicant shall i11nedia tely report to the 
unforeseen problems or difficulties 
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concerning any aspect of its mobile agency operation, in the 
event such should occur. 

ISSUED BY ORDER OP THE CO!!ISSIOR. 

This the 19th day of August, 1971. 

(SEAL) 
NORTH CAROLIRA OTILITIES COftftISSION 
Katherine ff. Peele, Chief Clerk 

DOCKET NO. R-71, SOB 24 

BEFORR THE NORTH CAROLINA OTILITl'ES COftftISSIOR 

In the !'latter of 
Application Of Seaboard Coast Line Railroad 
Company for Authority to IiBpleaent the 
!obile Agency Concept in the Goldsboro, 
Horth Carolina, Area, for a Si~-Honth Trial 
Period 

ORDER 
APPROVING 
A PPL ICATIOII 

Wayne county courthouse, courtroo11 Ro. 2, 
Goldsboro, North Carolina, on wo vember 19·, 
1971, at 10:00 A. ft. 

BEFORE: Commissioners John v. ftcDevitt, !!arYin R. 
Wooten (Presiding), and Siles n. Rhyne 

APPEARANCES: 

For the Applicant: 

W. Powell Bland 
Bland & Wood 
Attorneys at Lav 
P. O. Bo:z: 1120 
Goldsboro, Horth Carolina 

R. D. Sanborn 
Seaboard Coast Line Railroad Company 
500 vater Street 
J~cksonville, 'P1orida 

For the Commission Staff: 

Edvard B. Hipp 
commission Attorney 
North carolina Otilities Com■ission 
Raleigh, North Carolina 

900TEH, COft!HSSXOHER: On August 12, 1971, Seaboard Coast 
Line Railroad Company (Applicant) filed vith this commission 
an application seeking authority to implement a l!lobile. 
Agency Concept in the Goldsboro, worth Carolina, area for a 
si:z:-month trial period. The com■ission, being of the 
opinion.that the interest of .the publiC vas inwo1md, set 
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the rnott~r for hearin') on November 19, 1971, by its Order 
dated August 19, 1971. By this same Order, the Applicant 
was required to give notice of the time, place and purpose 
of the hearing by ~1aving an appropriate notice inserted in 
newspapers having general circulation in the area in which 
it proposed to provide mobile agency service approximately 
10 days before the date of the hearing. 

Letter of protest was receiv~d by the Commission from the 
Transportation-Communication Division, Brotherhood of 
Railway, Airline and Steamship Clerks, Freight Handlers, 
Express and Statio11 Employees. A letter in support of the 
c.pEJlication was received from the Duplin Development 
Commission. Said letters are a matter of record in this 
proceeding. 

Hearing was held at the captioned time und place with the 
Applicant present and represented by counsel. No one 
appeared at th.a hearing in opposition to the application. 

The applicant presented one of its employees, M. s. 
Jones, Jr., who explained the proposed Mobile Agency Concept 
for which authority is here sought to implement, and also 
presented five customers in the involved area in support of 
the application. Th.e customers supporting the application 
included David Ringly, Harlan Piersol, John Hatfield, 
M. Gordon ChE!sson and Norwood Barfield. Also appearirig in 
support of the application was Mr. Gordon Love, who i.s a 
customer ,of the applicant in the Fayetteville, North 
Carolina, area where a Mobile Agency Concept is presently in 
effect on a trial basis. Mr. Love testified that he had 
previously opposed the implementation of such a Concept in 
the Fayetteville, North Carolina, area but that after having 
tried it, he was in complete accord with that method of 
operation and advised that it rendered to him at his 
location better service than he was receiving before. 

Having considered 
review o'f the entire 
the following 

all of the evidence presented and upon 
record as a whole, the Commission makes 

FINDINGS OF FACT 

1. That the applicant, Seaboard Coast Line Railroad 
Company, is a corporation authorized to do business in North 
Carolina, as a franchised common· carrier by rail engaged in 
both interstate and intrastate commerce; that with regard to 
its intrastate operations, applicant is subject to the 
jurisdiction of and regulation by the North Carolina 
Utilities Commission; and that the applicant has properly 
filed its application with this Commission concerning this 
matter, over which this Commission has appropriate 
jurisdiction. 

2. That 
authority 
Goldsboro, 

the applicant 
to initiate a 

North Carolina., 

is here requesting temporary 
mobile agency service in the 
area for a six (6) month period, 
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vhich said service vould operate 
Goldsboro and v ou ld serve the 
agency stations: 

fro• a base station at 
following agency and non-

Ag-'}!!~! 
Fremont - Pikeville 
Winterville 
Ayden 
Grifton 
Faison 
Kt. Olive 

RQ.n. -A gene y 
Lo:rco 
Darg 
Nocar 
Par11ex 
Ripaco 
Hu farms 

In addition to the above, the proposed Concept inTolves 
the following features: 

(1) A central office vill be established at Goldsboro and 
said office vill be equipped v ith a telephonic 
service over which all of its customers in its 
involved area may phone the agency without cost. 

(2) The mobile agent will use a specially equipped mobile 
van which vill be supplied with all of the necessary 
firtures ordinarily needed and used by a railroad 
agent. 

(3) The mobile agent vill be expectea to perform tb.e 
usual duties of a railroad station agency, including 
checking of tracts at the station to determine cars 
on hand for de11urrage and other purposes. In 
addition, he vill be equipped to collect freight 
charges if the customer so desires: receiYe orders 
foe empty cars and pro.-ide answers for any inquiries 
as to available railroad service. 

(4) The mobile agent will call directly on Petitioner's 
customers and the customers vill no longer have to go 
to the fixed railroad stations to transact business 
vi th Pe ti ti oner. 

(5) Full agency service vill be available at stations 
vhich are nov non-agency stations. 

(6) Agencv service to the area vill be available 13 hours 
a day from 7:00 A. 11. to 8:00 P. a. rather than 8 
hours per day as at present. 

(7) Agency service to the area vill be aYailable 6 days 
per week rather than 5 as at present. 

(8) Improved facilities for 
vill be available through 
Goldsboro. 

tracing freight shipments 
the governing agency at 

(9) Agency service will be more closely coordinated vith 
local freight train service. 
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3. That the applicant vill make a monetary savings in 
operating expense by the establishment of this mobile agency 
in Borth ca rolina. 

q. That the implementation of the Sobile Agency concept 
as proposed by the applicant does .!!.Q! constitute an 
abandonment or reduction in railroad freight service at the 
present agency stations involved; that service afforded by 
the applicant at the stations here involved includes a vide 
range of services, including, but not limited to, number of 
trains, hours of operation, handling of claims, damage 
inspection and verification, placement and movement of cars, 
billing, an1 receiving orders for cars, etc.; and that the 
proposed mobile agency method of operation will not result 
in any substantial reduction in any service presently 
offered, but, on the contrary, vill result in substantially 
the same and improved service in that: (1) there is no 
reduction in the number of trains to serve the stations; 
(2l that agent vill call on customers at the customers• 
place of business; '(3) six non-agency stations heretofore 
closed due to insufficient business vill receive agency 
serTice; (4) agency service will be available thirteen (1:1) 
hours per day, six days a week instead of eight (8) hours, 
five days a veek; (5) toll-free telephone service vill be 
available to customers: (6) the applicant's communication 
system will ~llov the Goldsboro agent to make direct inquiry 
into applicant's cor.putec center at Jacksonville, Florida, 
to provide rapid information for the mobile agent, via 
radio, and for the customer, via toll-free telephone, 
regarding the location of freight: cars: and (7) closer 
coordination between local freight train service and the 
agent for the benefit of the shipping and receiving public. 

5. That the substitution of the mobile agency for the 
present: fixe1 agencies will not result in a reduction, but, 
on the contrary, will improve service, and the 
implementation and operation of the same is both. practical 
and feasible. 

6. That 
the agency 
reduction 

there is no passenger service offered at any of 
stations involved, an,I the applicant proposes no 
in freight: train service at any of said stations. 

7. The mobile agency operation contemplates the closing 
of the fi"Xed agency stations at the various locations and 
the substitution therefor of a mobile agency station. 

e. That the 
as proposed, and 
facilities :ind 
be made. 

changes in the present method of operation 
in existing plant, eguipmP.nt, apparatus, 
other physical property ought reasonably to 

9. That the proposed mobile agency operation does not in 
any vay alter or reduce the number or schedule of trains 
serving anv of the agency stations affected. 
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CONCLUSIONS 

The Commission concludes that the Seaboard Coast Line 
Railroad is engaged in the operation of a privately-ovned 
business: that by virtue of the nature of the service it 
undertakes to render, certain exceptional duties are imposed 
upon it by the common lav and by statute; that this 
Commission is authorized by statute to regulate its rates, 
service to the public, and the safety of its equipment and 
operating practices: and that in other respects, the company 
has the same freedom as does any other corporation in the 
management of its properties and in the employment and 
assignment of the duties of its employees. (See !!!ilitlg~ 
com~ission X• R• R- 268 N.c. 2q21. 

we conclu~e that it is the policy of the State of North 
Carolina, "to provide fair cegulation of public utilities in 
the interest of the public, ••• to promote adequate, 
economical and efficient. utility services ••• and to these 
ends, to vest authority in the Utilities commission to 
regulate public utilities generally and their rates, 
services ant1 operations, in the manner and in accordance 
vitb the policies set forth in this chapter", (G.S. 62-2); 
and that this commission ·has no authority .to regulate or 
impose duties upon a railroad company except insofar as that 
authority has been conferred by Chapter 62 of the General 
Statutes, liberally construed to effectuate the policy of 
the State contained therein. 

Every railroad 
adequate, efficient 
G.S. 62-131(b). 

is mandatorily reguired 
and reasonable service in 

to furnish 
accord vith 

G.s. 62-118 deals with the "abandonment and reduction of 
service" by railroads and sets forth the criterion upon 
which this Commission shall have the power to authorize such 
abandonment or reduction in service. We conclude that 
"abandonment and reduction" in service under this statute, 
contemplates more than the substitution of a mobile agency 
for a '{!articular agent, and that it also encompasses the 
broader concept of abandonment or reduction in railroad 
service by trains opera ting and serving a particular area. 
~s set out in our findings of fact above, we have found that 
the applicant here seeks to afford the same and improved 
service vit.h a nev and innovative plan, a mobile agent 
serving the same and .additiona 1 areas with the same service 
from its trains and substantially the same service from its 
agent. We, therefore, conclude that this is not an 
"abandonment or reduction in servicen as is contemplated by 
G.s. 62-118, and, thecefore, said · statute is not 
determinative in this case. We also conclude that any 
inconvenience brought about by the appcoval of the mobile 
agency plan in this case vill be occasional and minimal in 
com par is on with the savings to the rail road and the 
iaprovement and extension of service contemplated by the 
plan. and that it is not in the public intecest and is not 
required by Chapter 62 of the General statutes. that a public 
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utility should waste its manpower or other resources with no 
substantia 1 resulting benefit to the public. (See filg,!;;g ~.! 
rel. Utilities Commission v. Atlantic CoA§t Line Railroad, 
268 N.C. 242). 

Tbe improvement in the highvays of this State, in motor 
vehicular tr~nsportation, in communications of all kinds, 
including, but not limited to, radio and telephone, and the 
advent o.f computeri-zed accounting and other services 
justifies the temporary approval of nev and innovative ideas 

,and methods for the improvement of services and the 
reduction of costs, which will maintain that proper balance 
in the proportion of cost.s incurred to the benefit and 
service to the ~ublic (G.S. 62-2) in order to promote 
continued growth of economical public utility services that 
afford adequate and efficient services to all of the 
citizens and residents of the State. A railroad is not 
required to spend the earnings received from a particular 
station in the community in which it is located contrary to 
the necessities of reasonable service. The continuance of 
economic waste at the stations involved in this petition is 
not justified by the favorable revenues which they produce 
vhen considered in the light of the economic plight of 
rail'Coad·s generally and the transportation policy of t~is 
State. 

The Commission further concludes that temporary approval 
for the implementation of the "!'!obile Agency Concept" as 
applied for and herein amended should be granted, under the 
supervision of this Commission and its staff, subject to 
proper protective provisions in the pllblic interest; that 
t.he present physical stations should be closed but not 
dismantled, moved, leased, occupied or otherwise altered, 
pending further orders of this Commission; that the 
Commission should keep a constant vigil over the operation 
during the period of temporary approval so that it might 
enter such additional orders as may be indicated by 
circumstances from time to time in order to insnre the 
adequacy and sufficiency of service; and that the number of 
mobile agencies, telephone lines, and other facilities 
should keep pace with the needs and demands for service. 

G. s. 62-32 (b) provides: 11The Commission is hereby vest.ed 
vith all paver necessary to require and compel any public 
utility to provide and furnish to the citizens of this State 
reasonable service of the kind it undertakes: to furnish .. " 
G.S. 62-42(a) provides: "WheneTer the Commission, ••• 
finds ••• • (3) That... changes in, the existing plant, 
equipment, apparatus, facilities or other physical property 
of any public utility• ••• ought reasonably to be made ••• the 
commission shall enter and serve an order directing that 
sucli ••• changes shall be made ••• " G.S. 62-30 provides: "The 
Commis~ion shall have and exercise such general paver and· 
authority to supervise and control the public utilities of 
the State as may be necessary to carry out the laws 
providing for their regulation, and all such other povers 
and duties as May be necessary or incident to the proper 
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discharge of its duties. 11 We conclude that the above 
statutes empower this Commission to approve the n~obile 
Agency Conce~t11 and to supervise its operation vi th the view 
to ordering such changes, additions and/or deletions as may 
be indicated by circumstances from time to time. 

G .. s.. 62-245 deals with the railro3.ds' duty to receive and 
forward freight tendered and provides a penalty for the 
unlawful refusal to receive and forward such freight. It is 
the conclusion of the Commission that such duty to receive 
and forward tendered freight remains unaltered by the 
approval and i~plementation of the "Mobile Agency concept". 

The commission further concludes that a formal public 
hearing, to determine all issues inv:>lved, must be afforded 
prior to final approval of changes contemplated by the 
implementation of the ~obile Agency concept in this docket. 

The Commission finally concludes that this matter may be 
formally approved upon the record, if justified, after the 
sairie is set for hearing, and noticed under a five-day 
protest provision .. 

TT TS, THEREFORE, ORDERED AS FOLLOWS: 

1. That, subject to further order of this Commission, 
the applicant be, and it is, hereby granted temporary 
approval and authoritv to initiate its l'lobile A.gency concept 
and Plan in the areil and manner hereinabove described, 
effective within thirty (30) days after the effective date 
of this order. 

2. That said "!'!obile Agency" operation shall be in 
accord with the applicant's proposal and as above described 
and shall be sub1ect to supervision, inspection and 
investigation by the Commission and its Staff, pending 
further and/or interim orders by the commission. 

3. That the applicant shall file a report with this 
Commission vh ich shall include all data accumulated by it on 
its mobile agency operation, within fifteen (15) days after 
its Mobile Agencv has been in operation for a period ~f six 
(6) calendar months, upon the receipt of which the 
commission will consider the same, and take appropriate 
action. 

4. That the applicant shall immediatelr report to the 
commission any unforeseen problems or difficulties 
concerninq any aspect of its mobile agency operation, in the 
event such should occur. 

ISSUED BY ORDER OF THE COMKISSION. 

This the 29th day of November, 1q11. 

(SUL) 
NORTH CAROLINA UTILITIES COl111ISSION 
Katherine 11. Peele, Chief Clerk 
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DOCltET NO. R-4, SOB 66 

BEFORE THE HORTH CAROLINA UTILITIES co""ISSIOR 

In the t!latter of 
Norfolk southern Railway Company - Application J ORDER 
For kuthority to Relocate Its Station Agency ) APPROVING 
Facilities At Elizabeth City, Horth Carolina ) APPLICATION 

BI THE C08ftISSION: These proceedings arise on application 
filed February 9, 1971, by Norfolk Southern Railway Company 
(Applicant or Norfolk southern) for authority to relocate 
its station agency facilities at Elizabeth City, Horth 
Carolina, from the present location near Burgess street, off 
Poindexter street to Houtz "ill crossing. 

The Applicant states and, an inYestigation 11ade by the 
staff of the commission confirms, that Norfolk Southern 
posted notices in regard to its proposed action and that 
same remained posted all in accordance with Rule R1-1Q (b) (1) 
of the Commission• s Rules of Practice and Procedure. 

The present station building located near Burgess Street 
off Poindexter Street (sometimes called Pennsylvania Avenue) 
is of wooden construction according to Applicant, is fifty 
or more years old, contains approximately 9,000 sguare feet 
of space and is badly in need of repair. Applicant is not 
handling any less-than-carload traffic, has only one 
employee, the agent, working in the building and does not 
feel it is practical to repair and maintain a station 
building of this size. Railway Express is not handled by 
lpplicant at Elizabeth City. 

Through an exhibit in the form of a map and a part of the 
application Norfolk southern shovs its tracks and operations 
at Elizabeth City. The location of the present station and 
the planned nev station is shovn. The present station i~ 
5,600 feet off Applicant's main line extending from 
Chocowinity, North Carolina, to Norfolk, Virginia. The 
e1:hibit also shows the street route from the present station 
to the proposed nev station on the main line at Houtz !ill 
crossing. 

Applicant at present is performing local switching at 
Elizabeth city vith local crevs vho operate between Norfolk, 
Virginia, and chocovini ty, Horth Carolina, but for 
approximately one-half the time Applicant has a local 
switcher assigned and tied up to do this vork. The railroad 
feels that a more efficient operation will result from 
moving its agent out to the proposed site on its main line 
since that employee vill be nearer the trains and in close 
touch with switching operations. And as additional 
advantage to be gained, Applicant points out that from 
November to ~pril it runs its locomotive engines 24 hours a 
day to avoid freezing and states that this necessary 
procedure h3s caused some complaints from people in the 
dovntovn area about the noise. In the event the application 
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is granted locomotives viil. in the future, be tied up in 
the area of the proposed nev station and enable Applicant to 
avoid complaints about the noise from people residing in the 
proximity of the present station. 

The Applicant is only seeking authority to relocate its 
agency facilities. There vill be n6 dimunition or change in 
the services now available to the shipping and receiving 
public. 

In view of the foregoing, the Commission is of the opinion 
that the !)etition of Norfolk Southern Railway for authority 
to relocate its agency facilities at Elizabeth City, North 
Carolina, should be approved. 

IT IS iccoRDINGLY ORDERED: 

(1) That the application in this dock.et be, and the same 
is hereby, granted. Applicant is hereby authorized to 
relocate its agency facilities at Elizabeth city, North 
Carolina, as·hereinbefore enumerated and described. 

(2) That Applicant 
its agency f.:!.cility at 
l'lill crossing. 

shall advise the Commission the date 
Elizabeth city is relocated at Houtz 

(3) That the docket in the matter be, and same is hereby, 
closed. 

ISSUED BY ORDBB OF THE connISSIOR. 

This the 13th day of April, 1971. 

NORTH ClROLIHl UTILITIES con!IISSIOR 
Katherine Pl. Peele, Chief c·1erk 

(SUL) 

OOCKET RO. R-~, SOB 67 

BEFORE THE NORTH CABOLIRl UTILITIES CO!!ISSIOR 

In the l'latter of 
Rorfolk soutbern Railway Company - Application l OB.DER 
For Aut.horit:y to Relocate Its Team Track J GRAHTIRG 
Facility at Washington, North Carolina ) APPLICATI.OH 

BY THE COl'IIUSSIOH: Norfolk Southern Railway Company 
(Applicant) a common carrier of property by rail in North 
Carolina intrastate co11merce by Application filed April 19·, 
1971, seeks authority to relocate its team track facility at 
Washington, Rorth Carolina, fro■ its present location at 
l'lcRair and water streets to_ an existing track, which begins 
just north of Fourth Street, extending northward. 

Applicant ·gave due .notice of its intention to file itS 
Application by the posting of notice in regard thereto and 
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same remained posted all in compliance with Rules of 
Practice and Procedure. 

The proposed relocated site is geographically northeast of 
the present team track and about three-fourth of a mile 
distant by rail or by city streets. Applicant avers that 
its present team track facility is located in a changing 
area of Washington, North Carolina, whereas the proposed 
facility is in a more industrialized section of the city. 
Applicant alleges further, that the streets in the vicinity 
of t.be proposed nev site for team track facility are tvo-vay 
streets, whereas the streets near t•he present facility are 
one-way streets. Applicant believes that the tvo-vay 
streets in the area will make the proposed team track 
facility more easily accessible to its patrons. 

The Commission caused an investigation to be made into and 
concerning the proposed action of applicant vhich disclosed 
that persons and parties that have used the present team 
track in the past have no objection to the relocation of 
same as hereinbefore enumerated and described. 

Upon consideration of the foregoing the Commission 
concludes that the proposed action of Applicant will not 
adversely affect the pJblic interest, that good and 
sufficient cause has been shown and, that the application 
should be approved. 

IT IS ~CCORDINGLY ORDERED: 

(1) That the application of Norfolk Southern Railway 
company for authority to relocate its team track facility at 
Washington, North ca-rolina, fro11 its present location at 
ftcRair an~ water Streets to an existing track, which begins 
just north of Fourth Street., extending northward, be, and 
the same is hereby• a pp·roved. 

(2) That the Applicant adTise this commission the date 
its team track facility at Washington, North Carolina, is 
relocated .. 

ISSDED BY ORDER OP THE CO!BISSIOB. 

This the 5th day of Play, 1971 .. 

(SEAL) 
HORTH CABOLIRA UTILITIES CO!l!ISSION 
Watherine R. Peele, Chief Clerk 

DOCKET UO. R-4, SOB 68 

BBPOBE THE BORTH CAROLIRA UTILITIES COR!ISSIOR 

In the ftatter of 
Norfolk southern Railway Company -
Por Authority to Reloca.te its Pass 
Facility at Li~den, North Carolina 

Application J 
'l'rack ) 

l 

ORDER 
GBANUNG 
APPLICATION 
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BY THE C0!UIISSI0N: By application filed June 2., 1971, 
Norfolk southern Railvay company (Applicant or Norfolk 
southern) seeks authority to reloc:ate its pass track 
facility at Linden, North Carolina, to near the ii::elly 
Springfield Tire Company plant north of Fayetteville, North 
Carolina. 

Notice of proposed action vas posted as required by Rule 
R1-14 of the Commission's Rules and Regulations. 

In support of its application, Norfolk Southern states 
that its present pass track at Linden is 1,065 feet long and 
since Linden, North Carolina, is shown in the open and 
Prepay stat.ion List and this is the only sidetrack at 
Linden, it has also been considered a team track. Applicant 
states that this track vas used regularly until August, 
1959, when a nearby sand pit vas closed and that since that 
time the track has been used very little. Since 1967, only 
seventeen (17) cars have been han-3.led on this track, five 
(5) in 1967, six (61 in 1968, three (3) in 1969, and three 
(3) in 1970. All of these cars could have been handled at 
Bunn Level, North Carolina, located 4.5 miles north of 
Linden, vhere Applicant has a seven-car spur traCk. 

Applicant further states that at ailepost 34.9 on the 
Fayetteville Branch it has a lead track opening into the nev 
Kelly Springfield Tire company plant and at this point a 
pass track is badly needed for switching purposes: that it 
is handling from fifteen {15) to eighteen (18) cars per day 
for this customer; that vithout a track to do such switching 
it is necessary to handle cars by this plant and place same 
on the following day as Applicant has access to the Kelly 
Springfield plant from only one direction and with the nev 
track this delay could be eliminated and better service 
provided to this patron. The proposed new pass track vould 
be 1,315 feet in length. 

In the absence of the filing of protests the commission, 
in the interest of the public, conducted an investigation 
into the proposed action of the Applicant. The 
investigation revealed that persons or parties that might be 
expected to have an interest in the matter have no objection 
to the proposed relocation of trackage. 

Upon consideration of this matter, the Commission is of 
tb.e opinion and concludes that the proposed action of the 
Applicant will not adversely affect the public interest and 
that the a ppl ica tion should be approved. 

IT IS THERRPORE ORDERED: 

(1) That the application of Norfolk: Southern Rai1vay 
company for authority to relocate its pass tract from 
t.inden, North Carolina;, to near the Kelly Springfield Tire 
Company plant north of Fayetteville, North Carolina, be, and 
the same is hereby, approved. 
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(2) That Applicant make appropriate tariff publications 
to reflect removal of the track at Linden, Horth Carolina. 

(3) That Applicant advise the Commission the date upon 
vhich the relocation of its pass track from ·Linden., Horth 
CarOlina, is completed. 

BT ORDER OF THE COftftISSION. 

This the 18th day of June, 1971. 

NORTH CAROLINA UTILITIES COftftISSIOR 
!\nne L. Olive, Deputy Clerk 

(SEAL) 

DOCKET NO. B-29, SUB 187 

BEFORE TRE NORTH CAROLINA UTILITIES COftftISSION 

Southern Railway 
to !'fake Schei ule 
6 and 15 and 16 

In the !'latter of 
company - Petition For Authority) 
Changes in Its Trains Nos. 5 and) , ORDER 

GBA NTING 
PETITION 

BY THE coruussION: By letter receiv.ed January 27, 1971, 
and treated as a petition, Southern Railway Company seeks 
authoritv to reschedule its Trains Hos. 5 and 6, The 
Piedmont; operating between Washington, D.c., and 
Birmingham, Alabama, and 15 and 16 between Salisbury, n.c., 
and Asheville, N.c., to limit regular stops by Trains 5 and 
6 to maior points converting all others to conditional stops 
and to transfer sleeper service nov offered by Trains 5 and 
6 to Trains 1 and 2 by the addition of a Charlotte drop-off 
car as more fully listed and described in the petition. 
Soutbern 1 s oetition is based upon its managements' belief 
that if by rescheduling as hereinbefore indicated the cost 
of maintaining existing passenger service can be justified 
southern would rather remain out of the Rational Rail 
Passenger Corporation (Railpax) and continue to operate its 
existing nassenger service at least, until January 1. 1975, 
as required hy Railpax. 

At this point a brief explanation of Railpax is necessary 
so that the relationship of this Federally created 
corporation to preserve for the future essential. rail. 
passenger service throughout the country can be more clearly 
understood. 

on October 14. 1970, congress passed the Rail Passenger 
Service ~ct, ~ublic Lav 91-518, creating The National 
Railroad Passenqer Corporation {Railpax) which vas signed 
into law by the President on October JO, 1970. Railpax is 
not a Federal agency but a "for-profit" corporation 
established under the District of Colombia Business 
Corporation Act. Under provisions of PL 91-518, the 
Secretary of Transportation vas required to submit by 
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January 28, 1971, the final basic rail passenger train 
network and as here pertinent to southern's petition the Rev 
York Nev Orleans route proposed as a part of the basic 
system is over the rails of Southern via Greensboro, 
Salisbury and Charlotte. The Asheville - Salisbury train 
that southern nov ooerates is not on one of the basic routes 
and therefore, effeCtive ftay 1, 1971, under the Railpax plan 
this service voulti be discontinued. The Secretary's 
responsibility end1;1d vith the selection of routes and the 
selection of stops along the basic network lies with Railpax 
and at present it is not· known vhat North Carolina stations, 
if any, will be stops for Railpax trains. 

Under the requirements of Railpax, southern as vell as all 
other railroads in the country nov offering passenger 
service, IJIUSt eithe1: contract vith Railpax to be relieved of 
further responsibility of providing rail passenger service 
or continue to provide such service at the same level as is 
nov beinq provided. There is no alternative. If service 'is 
surrendered to Railpax it will be required to provide 
service over the basic network, which begins functioning 
nay 1, 1971, until at least .July 1, 1973, or a period 
slightly in ?.xcess of tvo years. If southern elects not to 
join Railpax then it must continue .the same level of service 
it new provides until .January 1, 1975. 

This brief examination of the basic factors of Railpax 
brings us to the instant petition of Southern Railway 
company for authority to reschedule certain trains and stops 
as hereinbefore described. The petitioner desires t.o 
reschedule- these trains and stops in an attempt to determine 
if the operation of these trains on the proposed schedules 
can be :;ustified outside of Railpai:. stated differently 
Soothern's decision as whether to join Railpax depends to a 
certain extent upon the experience and information that vill 
be provided by the operation of the sub1ect trains upon the 
proposed schedules. The commission's decision in granting 
or denying the instant petition depends, of course, upon 
which will be of greatest value to the traveling public of 
North Carolina. If the petition is denied then Southern 
vill have nO basis UFOD which to form an opinion ei:cept that 
which already exists and vhen Railpax takes over the 
responsibilitv of operating passenger trains the number of 
trains operating over southern rails in North Carolina vill 
almost certainly be reduced from si:r (6} to tvo (2). If the 
petition is granted then Southern will have additional 
information upon which to base their decision and the people 
of ·North Carolina will have a reasonable chance for the 
retention oE all southern passenger trains nov operating in 
the State, at least until .January 1, 1975. 

Upon consideration of the Petition and information 
available to it concerning Railpa:r:, the commission concludes 
that good cause has been shovn and that the Petition should 
be approved in order that the traveling public of North 
Carolina will have every available avenue of opportunity 
open to them to retain the passenger trains presently 
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operated by Southern Railway company in North Carolina. The 
commission considers that Railpax will materially reduce 
rail passenger service effective nay 1, 1971, except for 
railroads voluntarily retaining their existing passenger 
service through January 1, 1975, and that as an experiment 
the commission finds the request of Southern Railway Company 
to reschedule its '!'rains Nos. 5 and 6 and 15 and 16 as 
proposed offers the best opportunity for maintaining 
existing service in North Carolina on Southern Railway 
company rails and is,. in fact, approved as a possible 
increase in service as compared to' the Railpax service for 
North Carolina, if the experience garnered by Southern 
results in its maintaining its service without ioining 
Railpax .. 

stated differently, the commission concludes that vhen 
viewed in context with Railpax the request of petitioner, as 
hereinbefore enumerated and described, vill result in an 
increase rather than a reduction in rail passenger service 
in North Carolina. 

IT IS THEREFORE ORDERED: 

(1} That the Petition of Southern Railway Company for 
authority ·to reschedule its Trains Nos. 5 and 6 limiting 
regularly scheduled stops to major points with all others 
that are nov carried as flag, conditional or scheduled stops 
for these trains, converted to conditional stops, as set 
forth in Appendix A attached hereto and made a part hereof, 
along with the transfer of sleeper service nov provided by 
Trains Nos. 5 and 6 to Trains Kos. 1 and 2 be, and the same 
is hereby, approved. 

{2) That the Petition of Southern Railway Company for 
authority to reschedule its Trains Nos. 15 and 16 operating 
between Asheville and Salisbury, Horth Carolina, vitb no 
changes in stations stops or consist, as set forth in 
Appendix B attached hereto and made a pa rt hereof, be, and 
the same is hereby, approved. 

(3) That petitioner he, and same is hereby, required to 
give notice to the traveling public of the changes in 
schedules and service of its Trains Nos. 15 and 16 and 5 and 
6 authorized hereby by the publication of revised schedules 
and the posting of same at stations served by said passenger 
trains. 

(Q) That in the event petitione~ does not avail itself of 
the authority granted hereby same will eEpire and be null 
and void after ~oril 30, 1971. 

BT ORDER OF THE COl'llUSS ION. 

T'his the 12th day of February, 1971. 

(SEAL) 
NORTR CAROLINA OTILITIES COMPIISSION 
Katherine n .. Peele, chief clerk 
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Appendix A 

Tra in l!Q.s._2 Station :rrain.J!!h-§. 
b 2:12 P•"• Reidsville e 4 :15 P. "• 
s 2: 50 Ar. Greensboro LV. s 3:45 
s 3:15 Lv .. Greensboro Ar. s 3:30 
b 3:34 High Point e 3:10 
b 3:44 Thomas ville e 2:59 
b 3:56 Le.xington e 2:48 
s 4:25 Ar. Salisbury Lv. s 2:25 
s 4:35 Lv. Salisbury Ar. s 2:20 
b 4 :55 Kannapolis 
b 5:09 Concord e 1 :45 
s 5:30 Ar. Charlotte LT. s 1':20 
s 5:55 Lv. Charlotte Ar. s 1:00 
C 6: 14 Belmont 
C 6:32 Gastonia e12:30 P. "• 
C 6 :46 P-"• Kings Pfountain 

Eillanillon of References 
b - Receive revenue passengers for Atlanta, Ga., and beyond, 

discharge revenue passengers from. Alexandria, Va., and 
beyond. 

c - Discharge revenue passengers from Alexandria, Va., and 
beyond. 

e - Receive revenue passengers for Alexandria, Va., and 
beyond, discharge revenue passengers from Atlanta, Ga., 
and beyond. 

s - Scheduletl stop 

Appendix B 

.!ll_~ill-!2~-12 ~ll!.i.2!l (lL_!J.llll_~lh....1~ 
5:00 P.~. s al is bury 1:15 P-"• 

s 5:43 Statesville s 12:27 P-"• 
f 6:20 Nev ton f 11: 55 A."• 
f 6:23 Conover f 11: 52 

ms 6:40 Hickory ms 11:40 
f 6:54 Connelly Springs f 11 :24 
f 6:59 Valdese f 11:20 
s 7:13 Morgan ton s 11: 06 
f 7:23 Glen Alpine f 10:59 
s 7:50 Mar ion s 10:33 
s 8:06 Old Port s 10: 17 
f 8:35 Ridgecrest f 9:UB 
s 8:41 alack l'!ountain s 9:41 
f 8:46 ~wannanoa f 9:30 
f 8:52 ~za lea (Otee n) f 9:22 
s 9:00 P.H. Asheville s 9:15 !. H. 

Exolanation of References 
(11 - Train No. 15 operates Monday., Thursday and Saturday 
(2) - Train 'fo. 16 operates Sunday, Wednesday and Friday 
f Flag stop, stops on signal to receive or discharge 

revehue passengers 
m - Box meals available upon notice to conductor 
s - Scheduled stop 
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DOC~ET NO. B- 29, SUB 187 

BEFORE THE HORTH CABOtINA UTILITIES COB8ISSIOR 

In the flatter of 
Southern Railvay Company - Petition For ) ORDEB PIODIFTING 
Authority to Plake Schedule Changes in Its J PREVIOUS ORDER 
Trains Nos. 5 and 6 and 15 and 16 J 

Bt THE CCftJIIISSIOR: By Order in this docket dated February 
12. 1971. the Commission authorized the Southern Railway to 
reschedule its Trains Nos. 5 and 6, operating between 
Washington, o.c., and Birmingham, Alabama, through North 
Carolina and Trains Nos. 15 and 16 operating between 
Salisbury and Asheville, Horth Carolina, and to operate said 
trains on the schedules set forth in Appendices "A" and "B" 
attached to, and a part of, the aforementioned Order. 

By letter from Southern received in the offices of the 
Commission on February ·16, 1971, and treated as a petition, 
the railroad requests that the Order of February 12, 1971, 
be modified by allowing Trains Nos. 5 and 15 to operate on a 
schedule through North Carolina forty {1'0) minutes later 
than originally authorized. In ju~tification for the 
modification sought petitioner advises it is necessary and 
it believes advisable in order to avoid Train 5 leaving 
Washington, n.c., before the arrival of Penn Central Train 
177 (The Federal) from Boston. fllassachusetts, and Rev fork, 
N. Y •• with the thought that soae southbound passengers might 
find that connection convenient. 

Upon consideration of the foregoing and it being of the 
opinion that good cause has been shovn the commission 
concludes that the petition for modification of its prior 
order herein should be allowed. 

IT IS THEREFORE ORDERED: 

( 1) That the petition of 
modification of the prior order in 
hereby is, allovea. 

Southern Railway for 
this docket be, and sa ■e 

(2) That Appendices "A" and "B"• attached to and a part 
of the order in this docket dated February 12. 1971. be, and 
same are hereby. amended by changing the schedules of Trains 
5 and 15 to be forty minutes later at all stations than nov 
shovn therein. 

(3) That ·in all other respect.s the Order of February 12., 
1971. remain.c.; in full force and effect. 

BY ORDER OP THE COAftISSION. 

This the 19th day of Febrµary. 1971. 

(SEAL) 
NORTH CAROLINA UTILITIES COHflISSION 
Katherine ft. Peele, chief Clerk 
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DOCKET NO. R-71, SUB 23 

BEFORE THE NORTH CAROLINA UTILITIES COMAISSI09 

In the ~atter of 
Seaboard coast Line Railroad Company and 
Biegel Paper Corporation - Arbitration of 
controversy Filed under G.s. 62-QO 

lRBITRlTIOH 
AWARD 

HEARD IN: 

BEFORE: 

APPEARANCES: 

commission Hearing 
Carolina, on l'!onday, 
P. ~. 

Room, Raleigh, 
October 4, 1971, at 

North 
2:DO 

Commissioners John A. !'lcDevitt (Presiding), 
Marvin R. Wooten,, Hugh A. Mells and "iles H. 
Rhyne 

For Seaboard Coast Line Railroad Collipany: 

David J. Williams 
Lav Department 
seaboard Coast Line Railroad company 
300 Water Street 
Jacksonville, Florida 32202 

Charles B. Neely, Jr. 
Maupin, Taylor & Ellis 
Attorneys at Lav 
P. o. Box e2q, Raleigh, Horth Carolina 27602 

For Riegel Paper corporation: 

P. Kent Burns 
Boyce, nitchell, Burns & Smith 
Attorneys at Lav 
P. a. Box 1406, Raleigh, Horth Carolina 27602 

BT THE CO!U!ISSIOH: This matter arises upon a controversy 
between Seaboard Coast 1.ine Railroad company (SCL) and 
Biegel Paper Corporation (Riegel) regarding their inability 
to agree as to tb.e proper minimum. weight per car applicable 
to certain carload shipments of wood chips 11.oYing bet.ween 
points on the seaboard system in North Carolina and Riegel's 
paper plant at Acme, North Carolina, during the period fron 
July 12, 1967, to September 26, 1968, said controversy being 
submitted by the parties in writing to the commission for 
arbitration under the proTisions of G.S. 62-40. 

With proper notice to the parties, the •atter vas set for 
hearing as set out in the caption. The parties filed briefs 
and appeared th rough representatives and attorners vho 
presented oral arguments and submitted the controversy £or 
arbitration and award by the Commission. 
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The parties stipulated that effective July 1, 1967, the 
Atlantic coast Line Railroad company (ACL) and the seaboard 
Air line Railroad company (SAL) vere merged into the present 
Seal::oard coast Line Pailroad company (SCL). 

SCL STATE~EHTS OF FACT 

SCL contends that effective with the merger of the 
Atlantic Coast Line Railroad Company and Seaboard Air Line 
Bailroad Company on July 1, 1967, Supplement Ho. 102 was 
issued to southern Freight Tariff Bureau, Tariff Ro. 960-B, 
ICC No. S-65 substituting the name Seaboard Coast Line 
Railroad Company for the names of Atlantic Coast Line 
Railroad company and seaboard Air Line Railroad company, 
wherever these carriers appear in said Tariff Ro. 960-B. 
SCL further contends that the rates contained in Item 154050 
of Tariff 960-B are applicable in this instance; that said 
Ttem 154050 directs the tariff user to Items 154000 and 
154015 to determine the carriers vhose rates appear in the 
various rate columns of Item 154050 as well as to determine 
the description items, vhich include$ minimum loads to be 
observed or paid for by the shipper; tbat ACL rates vere in 
Rate Column 6 of Item 154050, subject to description Item 
820, which included the carload minimum weight, and that SCL 
rates were in Bate Column 5 of Item 154050, subject to 
description Item 810, vhich incl~ded its carload minimum 
weig'ht. 

SCL further contends that Item 70 of said Tariff 960-B, 
vhicb reads: 

"When tvo or more carload rates are provided in the same 
rate item for application on the same co111111odity from and 
to the same points, apply that rate which results in the 
lovest charge based upon the actual or authorized 
estimated weight of the shipment, but not less than the 
minimum rate published in connection vith the rate used" 

is inapplicable. 

SCL further contends that there is no tariff ambiguities 
in this matter, while conceding that vbere there is a doubt 
as to the meaning of a ta riff provision it must be resolved 
in favor of the shipper. 

RIEGEL PAPER CORPORATION STATE~ENTS OF FACT 

Riegel contends that the applicable charges as provided 
for in southern Freight Tariff Bureau Tariff Ro. 960-B have 
been paid and that no further charges ace due as alleged by 
SCL; that prior to the merger of ACL and s AL the rates and 
minimum weight provisions vere shown separately for each 
carrier; that effective July 1, 1967, Supplement No. 102 to 
said Tariff 960-B mentioned above vas issued, substituting 
the name of the surviving coapany, SCL, for the ACL and SAL 
vhece these carriers appear in said Tariff 960-B; that since 
the rates in goestion were shown separately ana distinctly 
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for ACL and SAL prior to the merger, and effectiveness July 
1, 1967, these changes resulted in two _columns of rates in 
Item 154050, Column 5 and Column 6, for SCL vith different 
minimum weight provisions for each, and that. while the rates 
in Columns 5 and 6 are the same they do not in every 
instance produce the same charges because of the different 
minimum weight provisions. 

Riegel 
situation 
reads: 

further contends that 
is overcome by Item 70 

this seemingly ambiguous 
of Tariff 96 0-B, vhich 

"When two or more carload rates are provided in the same 
rate item for application on the same commodity from and 
to the same points, apply t.hat rate which result.s in the 
lowest charge based upon . the actual or authori~ed 
estimated weight of the shipment, hut not less than the 
minimum rat.e published in connection with the rate used. 11 

niegel further contends that it determined the applicable 
charges on the involved shipments by applying the rate and 
minimum weight published in connection therewith that 
resulted in the lowest charge; that the cardinal rule of 
tariff interpretation is tha,t a tariff must be strictly 
construed according to the language contained therein; that 
it is not proper to go·beyond this language to ascert~in the 
intention or obiective of the tariff framer and that where a 
conflict, or reasonable doubt exists as to the correctness 
of two disputed basis for determining charges, the basis 
that produces the lowest charge should be used. 

Based upon the recora in this matter, 
Commission, the filings by the parties 
hriefs, and the able oral arguments 
Commission make the following 

CONCLUSION 

the records of the 
herein, including 
of counsel., the 

That Riegel has paid to SCL the applicable charges as 
provided for in southern Freight Tariff Bureau Tariff No. 
960-B and th~t no further charges are due as alleged by SCL. 

NOW, THEREFORE, THE COff!ISSION 
MAK.ES THE FOLLOWING AWARD 

That seaboard Coast Line 
nothing of Riegel Paper 
controversy herein. 

BY THE COl'll1ISSLON. 

Railroad company have and recover 
Corporation on account of the 

This the 11th day of October, 1971. 

NORTH CAROLINA UTILITIES COftftISSION 
Katherine H. Peele, Chief Clerk 

{SEAL) 
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DOCKET NO. R-29, SOB 184 

BEFORE THE NORTH CAROLINA UTILITIES COBBISSIOH 

In the Hatter of 
Proposed Chanqe in the Operation of Passenger 
Train Service Between Salisbury, and Asheville, 
North Carolina 

ORDER 
ALLOWING 
HOTION 

BY THE CO~~ISSION: By Order in this docket dated July 9, 
1970, as amended, this commission authorized the southern 
Railvay Company (Southern) to operate its passenger train 
service between its main line and Asheville, North Carolina, 
by changing the_ route of said trains from the route then 
operated between Greensboro and Asheville to the route used 
prior to 1949 between Salisbury and Asheville. The Order 
authorize~ Southern to reduce the schedules from daily 
service to three- round- trips-a- week service. 

The aforementioned Order provided fu"rther that all 
reasonable and appropriate methods be utiliZed and explored 
by southern vith viev of bringing about a reduction of 
expenses incurred in the operation of the trains as therein 
modified and to operate said trains insofar as possible and 
feasible in turn-around service with one set of train 
equipment and one crev,. Further, that if Southern did not 
find such turn-around service possible or practical it 
endeavor to operate one. train and one crew in one-vay-each­
day service running vest to Asheville one day and east from 
Asheville to Salisbury the following day in three round­
trips a week. 

Southern chose the latter method of providing the service 
and under authority of orders in Docket No. R-29, Sub 187, 
schedules for the operation vere approved under vhich train 
No. 3 (formerly 15) departs Salisbury at 6:40 p.m., on 
Aondays, Thursdays and Saturdays and arrives Asheville at 
10: 40 p. m., while train No. 4 (formerly 16) operates on 
Sundays, Wednesdays and Fridays leaving Asheville at 9:15 
a.m., and arriving Salisbury at 1:15 p.m. 

The commission nov has for consideration a letter from 
southern dated June 11, 1971 {treated as a rtotion) in which 
it seeks authority to operate trains Ros. 3 and 4 between 
Salisbury and Asheville in each direction on Fridays, 
Sundays and Tuesdays observing the present schedules as 
hereinbefore enumerated and described. The railroad plans 
to add a completel.y renovated and refurbished dome car to 
the consist of the t~ains. 

The revised operation 
made effective by southern 
the Asheville Area Chamber 

of these trains nov 
has the approval and 
of commerce. 

sought to be 
support of 

Upon consideration of the ~otion of Southern Railway 
company and the record in this docket as a whole the 
commission concludes that the desire of the railroad to nov 
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provide the Lequired service by a turn-around-every-other­
day operation is in agreement vi th the origina 1 views on the 
subject expressed bv it and that same should be allowed. 

IT IS ACCORDINGLY 09DERED: 

(1) That the Motion of Southern dated June 11, 1971, as 
hereinbefore enumerated and described, be, and the same is 
hereby allowed. 

(2) That Southern make such changes in its published 
schedules as may he necessary to clearly show the days of 
the veek that the authorized turn-around service Will be 
operated and appropriate notice thereof shall be posted =it 
the stations servP.d by the trains. 

(3) That southern 
vhich its trains vill 
authorized. 

notify 
begin 

this commission the date upon 
the revised service hereby 

BI CRDER OF THE CO~ftISSION. 

This the 16th day of June, 1971. 

(SEAI) 

NORTH CAROLINA UTILITIES COftftISSIOH 
Anne L .. Olive. Deputy Clerk 

DOCKET HO .. R-29. SUB 188 

BEFORE THE NORTH CAROLTNA UTILITIES COHHISSION 

In the l"latter of 
southern Railway Co~pany and Carolina & North- ) ORDER 
western Railway company - Application for ) GRANTING 
Authority to l"lake certain Changes in Their ) APPLICATION 
Facilities at Hickory, worth Carolina ) 

HEARD IN: 

BEFORE: 

APPEARANCES: 

The Commission 
Raleigh. North 
9:00 A.H. 

Hearing Room, Ruffin Building, 
Carolina, on July 9, 1971, at 

commissioners John w. McDevitt, l"larvin R. 
Wooten (Presiding) and niles R. Rhyne 

For the Applicant: 

James .l"!. Ki111zey 
Joyner and Hovison 
Attorneys at Lav 
P. o. Box 109 
Wachovia Bank Building 
Raleigh, Horth Carolina 27602 



q62 RAILROADS 

For the commission staff: 

Hilli am E. Anderson 
Assistant commission Attorney 
North Carolina Utilities commission 
Ruffin Building 
Raleiqh, North Carolina 27602 

No Protestants 

WOOTEN, COMMISSIONER: This proceeding arises on the 
application of southern Railway company and the Carolina & 
Northwestern Railway company for authority to (1) relocate 
their freight office now located in Hickory, North Carolina, 
to oyama, North Carolina, for southern Railway to 
(2) relocate its passenger station nov located in Hickory to 
Conover, North Carolina, and to (3) temporarily move its 
passenger station in Hickory from the southside of Federal 
street to the freight station on the north side of Federal 
street prior to the relocation to Conover, North Carolina. 

considering the matter as affecting the public interest, 
the Commission scheduled a public hearing on the application 
at tbe above captioned date, time and place. 

Applicants gave due notice of their intention to file 
their application and of the time, date and place of the 
public hearing therecn. Ro protests or motions to intervene 
were filed and no one appeared at the hearing in opposition 
to the granting of the application. 

Applicants• Exhibit No. 2 attached to the application 
herein involved and offered into evidence at the hearing by 
their counsel reflects -that the proposed freight office to 
be remodeled, as Set forth in said petition, and made into a 
freight Station and a passenger station on the north side of 
Federal street appears to be adequate to iteet the needs of 
the public during the interim or temporary period between 
the time Applicants close the Hickory station and moves said 
passenger functions to Conover, North Carolina, and their 
freight operation into the facilities at Oyama, North 
Carolina, a new station, some four (4) miles east of 
Hickory, North Carolina. 

The agreement entered into on narch 31, 1971, between 
Applicants ana the City of Hickory and attached to the 
aforementionP.d netition and offered into evidence at the 
hearing hy counsel for Applicants, reflects that said city 
is desirous of redeveloping and beautifying its downtown 
area and of improving the traffic circulation vithin its 
limits, which will require the relocation of certain 
facilities of the railroads located therein; that the City 
of Hickory commenced a condemnation proceeding against the 
railroad on February 22, 1971, concerning the facilities 
hereinbefore described; that the City suggested that the 
railroads relocate their properties and facilities named 
herein at or near Oyama; tbat the railroads, subject to the 
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provisions of Article II of said agreement. will convey to 
the City all their right. title, and interest in and to the 
properties herein involved within the limits of the City of 
Hickory; that the railroads covenant and state th:1.t their 
main line riqht-of-vay in said City shall be used for only 
tvo tracks, for main line and passing use, and neither shall 
be used as a storage track for the purpose of allowing 
rolling equipment to be left standing thereon for any 
appreciable length of time, and that the City of Hickory 
vill pay to the railroads the sum of $850,000.00 as 
consideration for such conveyance as named above, said 
payment to consist of cash or property and/or improvements 
thereto required by the railroads for reloc:1.tion of t.heir 
present properties and facilities to the new location at or 
near Oyama, North Carolina. 

Polloving the hearing, Applicants vaived 
file briefs and the Commission took the 
consideration. From the evidence adduced at 
contained in the files of the Commission, 
makes the fellowing 

FINDINGS OF FACT 

their eight to 
matter under 

the hearing and 
the Commission 

1. Applicants, Southern Railway Company and Carolina & 
Noctbvestern Bailvay company are duly au.thorized and 
eristing corporations and common carriers of persons and 
property by rail in North Carolina, are subject to the 
jurisdiction of the North Carolina Utilities Commission, are 
properly before it and the commission has jurisdiction over 
the matter. 

2. The City of Hickory is located in Catavba county 
approximately eight {8) and four (4) miles vest of Conover 
and Oyama, North Carolina, respectively. 

3. ~ pplica nt s gave due notice of their intention to file 
their application as required by Rule R1-14 of the 
Commission's Rules of Practice and Procedure and of the 
time, place and purpose of the puhli:: hearing as required by 
the Notice of Hearing issued in this docket on June 16, 
1971. 

4. That the Applicants have agreed to convey to the city 
of Hickory their right, title and interest in and to certain 
of their properties vi thin the limits of said City as 
hereinabove mentioned, and that the city of Hickory agrees 
to pay saicl ~ pplicants the sum of $850,000.00 as 
consideration for such conveyances as herein before 
described. 

relocation of Applicants' freight. facilities 
Carolina, and their passenger facilities to 
Carolina, will establish the same in areas 
the geographic and population center of 
and theteby vill be better enabled to serve 

5. That the 
to Oyama, North 
conoVer, North 
approximately in 
Cata,.ba County 
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the public, and that, therefore, such relocation is in the 
public interest. 

Upon the foregoing Findings of Fact and based upon the 
entire record as a whole, the commission makes the following 

CONCLUSIONS 

lpplicants have borne the burden of shoving that public 
convenience and necessity no longer requires the continued 
maintenance of their present freight and passenger stations 
in Hickory, North Carolina, and that the proposed relocation 
of said facilities in the Hickory area as set forth and 
described in the application is in the public interest, 
therefore, the authority sought in the application should be 
granted. 

I~ rs, ~CCJRDINGLY, ORDERED: 

1. That the application in this docket be, and the same 
is, hereby granted. 

2. That the Applicants be, and the same are, her_eby 
authorized to relocate their freight office now located in 
Hickory to Oyama, North Carolina. 

3. That Southern Railway company be, and the same·is, 
hereby _authorized to relocate its passenger station now 
located in Hickory to Conover, North Carolina, and to 
temporarily move its passenger station in Hickory fro11 the 
south side of Federal street to the freight station on the 
north side of Federal street prior to the relocation to 
Conover, North Carolina. 

4. That Applicants proceed immediately to accomplish the 
purposes and objections for which authority is herein 
granted and advise the commission the dates of actual 
relocation of their facilities and operations herein 
authorized. 

ISSUED BY ORDER OP THE COHHISSION. 

This the 9th day of July, 1971. 

[SEAL) 

NORTH CAROLINA UTILITIES COHIITSSION 
Katherine Pl. Peele, Chief Clerk. 
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DOCKET HO. P-1O5, SUB 1 

BEFORE THE NORTH CAROLINA UTILITIES COBIIISSIOH 

In the ftatter of 
Dixie Dispat~h Company, Inc., Failure 
to File Annual Repoi:t 

ORDER CA11CELLI11G 
CERTIFICATE 

HEARD IN: 

BBFOBE: 

APPEARANCES: 

The commission Hearing Boom, Ruffin Building, 
Raleigh, North Carolina, on July 7, 1971 

Commissioners John w. !lcDevitt (Presiding), 
Karvin R. vooten and Hugh A. Vells 

For 1:h.e Respondent: No one appeared. 

For the Commission Staff: 

t1aurice w. Horne 
Assistant commission Attorney 
Ruffin Building 
Raleigh, North Carolina 

BT THE COft!IISSION: On June 25, 1971, the Com■ission 
issued a Shov Cause Order directing Respondent Dixie 
Dispatch Company, Inc. to appear at a hearing scheduled on 
July 7, 1971, at 9:30 A.ft. in the Conmission Hearing Room, 
Raleigh, Horth Carolina, to shov cause vby its Certificate 
of Public convenience and Necessity should not be revoked 
for failure to file annual report as required by the 
Coneission under the provisions of G.S. 62-36. 

The matter vas called for hearing on July 7, 1971, and t:he 
Respondent failed to appear. The Commission records 
indicate that as of July 7, 1971, Dixie Dispatch co ■panJ, 
Inc .. had not filed its annual report for the calendar year 
1970 as required by the commission. 

The records of the commission further indicate that a copy 
of tbe Shov cause order dated June 25, 1971, vas cailed on 
that date to Harold A. Baker, President of Dixie Dispatch 
Company, Inc., P. O. Box 817, North Wilkesboro, North 
Carolina. Additionally, the Shov Cause Order vas served by 
Com ■ission Inspector H. w. Brookshire on July 3, 1971, upon 
Harold A. Baker. 

Gene Clemmons, Chief Eng~neer/Telephone serYice Division, 
testified that by memorandum dated April 26, 1971, t:he 
Commission ~ad directed all regulated radio common carriers 
in North Carolina to file a copy of the Federal 
c0■ 11unications commission's annual report Por■ L vi.th this 
Coaaission on or before April JO of each year. He further 
testified that in accordance vith the Com■ission•s 
memorandum be had vritten on r,ay 7 and !!ay 28, 1971, 
res'Pectively, relating to Plr. Baker the co■■ission•s 
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requirements that the Form 
occasion requested that 
Dispatch Coupany, Inc. 

TELEPHONE 

L report be 
such report 

filed and 
be filed 

on each 
by Dixie 

ftr. Clemmons further testified that the certificate for 
radio common carrier operations vas granted to Dixie 
Dispatch company, Inc. on November 6, 1969, with certain 
stated conditions regarding the supplying of additional 
information, and that it vas necessary for the commission to 
issue a Shov Cause order on February 26, 1970, to obtain 
compliance with the requirements of the original order 
granting the certificate, and that although certain items 
vere furnished, it was necessary for the commission to again 
issue a Shov Cause Order on August 1g, 1970, in order to 
obtain an appropriate detailed tariff, vhich said tariff vas 
filed on October 2, 1970, approximately one year after the 
original certificate vas granted. 

Based upon the entire record of this proceeding and the 
records of the Commission as they relate to Dixie Dispatch 
company, Inc .. , the commission makes the following 

FINDINGS OF FACT 

(1) Respondent Dixie Dispatch Company, Inc. is a radio 
common carrier holding certificate No. P-105 issued by this 
Commission and is properly before the Commission in this 
proceeding. 

(2) The Commission directed all regulated radio common 
carriers by memorandum dated April 26, 1971, to file a copy 
of the· Federa 1 Communication Commission• s annual report Form 
L vith this commission on or before April 30 of each year. 

(3) The Commission Staff, by letters of Play 7 and Play 28, 
1971, advised Dixie Dispatch Company, l:nc .. • by 
correspondence directed to Harold A .. Baker, President, that 
its annual report Form L had not been received by the 
Commission and requested that such report be filed. 

rq) The commission's Shov cause order dated JQne 25, 
1971, vas mailed to the Respondent on that date, and a copy 
of same vas served on Ju~y 3, 1971 on Harold A. Baker by 
commission Inspector H .. w .. Brookshire. 

(5) The 
failed to 
Commission 

Commission records indicate that Respondent has 
file its annual report as required by the 

in accordance with G.s .. 62-36. 

Based upon the foregoing Pindings of Fact, the coae:ission 
makes the following 

COSCI.USIOBS 

rrnder the provisions of G.S. 62-36, the commission has the 
authority to require any public utility to file annual 
reports in soch form and of such content as the Comsission 
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may require. Under authority granted by that stattitory 
provision, the Commission issued a memorandum directed to 
all regulated radio common carriers on April 26,. 1971. The 
requisite finding in this case is simply diil the Respondent 
file its annual report for the calendar year 1970 in 
accordance with the Co11mission•s requirements? Not only has 
the ~espondent failed to file an annual report but the 
commission has not received any response to its letters of 
!!ay 7· and !'lay 28, 1971, nor did the Applicant appear at the 
Shov cause Hearing scheduled on July 7, 1971. 

IT IS, TH~REFORE, ORDERED as follows: 

(1) That the certificate of Public Convenience and 
Necessity to operate as a radio common carrier issued by 
this commission to Dixie Dispatch Company. Inc. be. and the 
same hereby is. cancelled for failure of the Respondent to 
comply vith the 1:equirements of applicable lav and the Rules 
and Regulations of this commission in that the Respondent 
failed to file its annual report as required under the 
provisions of G.S. 62-36. 

(2) That Dixie Dispatch company. Inc. is herewith ordered 
to cease· and desist continuing in any manner the radio 
common carrier operations authorized under the Certificate 
qranted by this commission. 

(3) That a copy of this order be transmitted to the 
Federal co111m11nications commission. Washington. n.c. 

ISSUED BY ORDER OF THE CO!UIISSIOH. 

This 9th day of July. 1971. 

NORTH CAROLINA UTILITIES COHHISSION 
Katherine !I. Peele. Chief Clerk 

(SEAL) 

DOCKET NO. P-109 

BEPOBE THP. NOBTH CAROLINA UTILITIES COftRISSION 

In the ~atter of 
Application of Barb~ra V. Cannon. d/b/a Green-) 
ville Radio Dispatch. for certificate of ) ORDER 
Public Convenience and Necessity to Ovn. ) GRANTING 
"aintain and Operate a Common Carrier Paging ) CERTIFICATE 
Service and !'labile Radio Service l 

HEARD IN: Citv Council Chambers. nunicipal 
Greenville. North Carolina. on April 
at 10:00 A.~. 

Building. 
23. 1971. 

commissioners Harvin R. Wooten (Presidingl • 
John W. !!cDevitt and Riles H. Rhyne 
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APPURANCES: 

For the Applicant: 

Samo. Worthington 
Attorney at Lav 
P. o. Box 691, GreenTille, North Carolina 

For the commission staff: 

William E. Anderson 
Commission Attorney 
North Carolina Utilities Commission 
P. o. Box 991, Raleigh, North Carolina 

BY THE COftHISSION: Barbara V. Cannon, d/b/a Greenville 
Badia Dispatch, 107 Ea.St Redman Avenue, Greenville, !forth 
Carolina, filed with the commission on January 27, 1971, an 
application for a Certificate of Public convenience and 
Necessity, to own, maintain and operate a radio paging 
service and tvo-way mobile service in Greenville, North 
Carolina. On ~arch 23, 1971, the Applicant filed amendments 
to the original application and such amendments revised the 
rate schedule and reduced the proposed service area. This 
matter vas set for hearing on April 23. 1971. and upon 
request of the Applicant. the place of hearing vas set in 
Greenville, North Carolina. public notice of the hearing 
vas published in the "The Daily Reflector," a newspaper 
having general circulation in and around the City of 
Greenville in the area which the Applicant proposes to 
operate .. 

Pursuant to said notice, the petition came on for the 
hearing at the time, place and date stated and the Applicant 
at the hearing offered testimony by Barbara V. cannon and 
six public witnesses in support of the application and one 
witness, nr. James Humphrey, regarding the maintenance of 
the radio system. There vere no protestants at the hearing 
to oppose the granting of the Certificate .. The Commission 
staff called as a vitness, Jilr. F. L. Patterson, ovner and 
operator of several radio common carrier systems in North 
Carolina. 

Based upon the records of the Commission and the evidence 
adduced at the hearing, the Commission makes the following 

FINDINGS OF FACT 

1. That the Applicant. Barbara V. Cannon. d/b/a 
Greenville Radio Dispatch, is required by Chapter 62 of the 
General Statutes to obtain a certificate of Public 
Convenience and Necessity from this commission to operate as 
a radio common carrier in North Carolina. 

2. That radio common carrier service is not nov provided 
at Greenville. 
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3.. That there is a need for tvo-vay 
services in Greenville as testified to 
witnesses including five· physicians vho 
around the Greenville area. 

CONCLUSIONS 

469 

and paging radio 
by sir public 
practice in and 

The Applicant in this proceeding seeks a Certificate of 
Pub lie Convenience and Necessity to operate mobile radio 
common carrier service in intra-state co■ munications in and 
around the Greenville area. The Applicant's revised 
application seeks a service area vithin a radius of forty 
(QO) miles of Greenville and proposes to provide only basic 
communications service at a proposed rate of $10 per month 
to all customers. The Applicant proposes that the custo~er 
will ovn and maintain its ovn paging or tvo-vay mobile 
equipment and that the Applicant will not provide equipment 
or maintenance service to mobile or paging units. 

The ~pplicant presently operates a telephone answering 
service in Greenville and proposes that radio common carrier 
service v ill be proYided through the answering service 
facilities now available. The Applicant does not propose to 
provide interconnection with the landline telephone systems 
which would enable its subscribers to have calls 
interconnected between mobile and landline telephones. 

six public witnesses in addition to the Applicant, Barbara 
v. cannon, testified as to the need for tvo-vay and paging 
radio service in the Greenville acea. Five of the public 
witnesses vere doctors in the GreenYille area vbo testified 
that there was a need for mobile service in their day-to-day 
practices. 

Tbe Commission concludes that radio common carrier service 
is needed in the Greenville area to serYe the public. The 
Com■ission further concludes that the Applicant should be 
granted a certificate of Public convenience and Necessity to 
provide a full radio common carrier service, including 
interconnection vith the landline telephone system, in the 
Greenville area and that this serYice should offer equipment 
rental, maintenance and in.st.allation of tvo-vay and paging 
equipment should the subscriber desire not to ovn, maintain 
and install their ovn equipment. rhe commission further 
concludes that the Certificate should be granted on the 
basis that the Applicant, Barbara v. cannon, imEdiately 
apply for a FCC Construction Permit and License to operate a 
radio system in the Greenville area for. common carrier 
service, and that the Applicant shall within 90 days app~y 
for such construction permit and license from the Federal 
coamunications commission and that if a license from the 
Federal Communications commission has not been granted and 
operation of the system begun within 18 months of the date 
of issuance of this order, the Com.mission vill consider 
vitbdraving the Certificate of Public Convenience and 
Necessity. 
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The commission also concludes that the Applicant, Barbara 
v. Cannon, should submit a contract for maintenance of base 
station and associated equipment as vell as maintenance of 
tvo-vay mobile and paging units to the commission as proof 
of the Applicant's intention to provide the necessary 
maintenance for good quality service. The Applicant should 
secure a qualified engineer or other individual to design 
and supervise the construction of the radio system and to 
prepare the necessary forms to the FCC and that the 
Applicant, Barbara v. Cannon, should submit to the 
Commission a written agreement between the qualified 
individual and the Applicant indicating the services to be 
provided to the Applicant. 

The Commission also 
file a detailed tariff 
offered, the rates for 
regulations relating to 
carrier. 

concludes that the Appl.icant should 
indicating the services to be 
such service, and the rules and 

services provided by the common 

IT ts, THEREFORE, ORDERED That Barbara y. Cannon, d/b/a 
Greenville Ra'1io Dispatch be granted a certificate of Public 
Convenience and Necessity as authorized under Chapter 62 of 
the General Statutes of North Carolina to provide mobile 
radio common carrier service vith interconnection to 
landline telephone service vithin the city of Greenville and 
vithin a 30 mile radius of the base station antenna located 
in Greenville and to provide radio paging service. 

IT IS FURTHER ORDERED That the Applicant shall file vitbin 
90 days with the Federal communications co11u!lission an 
application for a license to operate the proposed radio 
common carrier system at GreenYille, and 

IT IS FURTHER ORDERED That 

1. If the operation of the common carrier system has not 
begun within 18 months of the date of issue of this order, 
the commission will consider vithdraving the certificate of 
Convenience and Necessity from the Applicant, Barbara V. 
Cannon. 

2. The Applicant shall submit to the Co.a ■ission a 
contract for maintenance of base station and associated 
equipment as well as maintenance of mobile and paging 
equipment if such mobile and paging equipment maintenance is 
requested by the subscriber. 

3~ That the Applicant shall secure the serYices of a 
qualified engineer or other qualified person to design the 
radio system, supervise the construction of such system, and 
to assist in preparing the necessary forms to the, Federal 
communications Commission regarding a license, and that a 
written agreement be submitted to the co.1111.ission within 60 
days of the date of this order between the A.ppl.icant, 
Barbara v. cannon, and the qualified individual llho vill 
design, supervise construction and assist in preparing FCC 
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forms. The agreement shall contain the qualifications of 
the individual assisting the Applicant. 

4. The Applicant shall submit to the commission a copy 
of the FCC application Form 401. 

s. The \pplicant shall submit to the Commission vithin 
90 days from the date of issuance of this order, a detailed 
tariff setting forth the service to be offered, the rates 
for such service and the rules and regulations pertaining to 
the service with the effective date to be up~n commencement 
of operation of the system. The tariff shall be similar in 
form to Appendix "A" attached hereto. 

ISSUED BY ORDER OF THE COMMISSION. 

This t:be 1st day of June, 1971. 

(SEA!) 

NORTH CAROLINA ~TILITIES C088ISSION 
Katherine"• Peele, Chief Clerk 

DOCKET NO. P-108 

BEFORE THE NORTH CAROLINA UTILITIES co~~ISSION 

In the l!atter of 
L. M. Lackey, d/b/a nae's Television and 
Electronics - Application for certificate to 
operate as a Radio common Carrier 

J OBDEB 
J DENYING 
) CERTIFICAT B 

BEARD IN: 

BEFORE: 

APPB~UNCES: 

The Commission Hearing Room, Ruffin BUilding, 
Raleigh, North Carolina, September 22, 1970 at 
10:00 A-"• 

Chairman Harry T. Westcott, Commissioners !!iles 
H. Rhyne and Johµ w. ~cDevitt, Presiding 

Por the Applicant: 

Vaughan s. Winborne 
1\ ttorney at Law 
1108 Capital Club Bail.ding 
Raleigh, North Carolina 

For the Protestants: 

Ted R. 'Reynolds 
Reynolds and Parmer 
Attorneys at Lav 
316 w. Edenton Street 
Raleigh, North Carolina 
For: Tvo Way Radio of Carolina, Inc. 
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Thomas w. Steed, Jr. 
and Arch T. Allen, III 
Allen, steed and Pullen 
Attorneys at Lav 
Branch Banking & Trust co. Building 
Raleigh, North Carolina 
For: E. L. Sherman, d/b/a Rowan Radio Fone 

Por the Co11mission staff: 

Maurice w. Horne 
Assistant Commission Attorney 
N. c. Utilities commission 
Raleigh, North Carolina 

!!cDEVITT., COPIPIISSIOtfER: On Jnne 18, 1970, L. !!. Lackey, 
d/b/a !!ac•s Television and Electronics filed an application 
for a Certificate of Public conYenience and Necessity to 
operate as a radio ccmmon carrier in intrastate commerce 
vith interconnection vith e~isting telephone service at 
Statesville and Salisbury. Public bearing on the 
application was scheduled and held as captioned. E. L. 
Sherman, d/h/a Rovan Radio Fone and Tvo Way Radio of 
Carolina, Inc. were allowed to intervene by order dated 
July 23, 1CJ70. The applicant thereafter filed a motion to 
dismiss the petition of Sherman and Tvo Vay Radio for Leave 
to Intervene. oral Argument on the notion vas heard and 
denied at the outset of the hearing. 

Evidence offered by the applicant includes the testimony 
of Hr. and "rs. L. ~. Lackey, seven residents of Statesville 
and one resident of Charlotte. All of the vitnesses agreed 
that there is Deed for the proposed service; four of the 
supporting witnesses testified they have a present need for 
the service and three of them without authority to speak for 
their employers testified that they do not have a present 
personal nee,i for the service. !'lost of the witnesses vere 
not avace of the availability of mobile radio telephone 
service at Statesville offered by Tvo Way Radio of Carolina 
and upon being asked stated that they vould have no 
objection to being served by Tvo Way Radio. 

Hr. L. H. Lackey testified that he has ovned and operated 
Mac's Television and Electronics in Statesville since 1949; 
that he is currently servicing 320 mobile radio units and 65 
base stations; that he has financial resources and qualified 
personnel to perform the proposed service; that the radio 
frequency he proposes to operate is nov held by InterTenor, 
E. L. Sherman, d/b/a Rovan Radio Fone; that he does not have 
an FCC License to operate the proposed service but believes 
that he can obtain a license i£ he is granted a certificate 
by the North Carolina Utilities commission; that various 
channels within the 152 megahertz band are located in 
Greensboro, Rinston-Salem and Burlington and are not 
available to him because Statesville is within the range of 
those channels. 
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Two way Radio of Carolina has a Certificate of Public 
Convenience and Necessity granted by the North Carolina 
Utilities Commission on Januarv 20, 1966 authorizing it 'ti:, 
provide mobile radio service as a common carrier of 
communications with interconnections with southern Bell 
Telephone Company in the areas proposed to be served and as 
permitted by the licenses granted by the Federal 
communications Commission. Two Way Radio bolds three 
licenses granted by the PCC to serve three separate areas 0£ 
North Carolina., one of these licenses issued April 2, 1965 
is for radio station KIY 755 vith base station located on 
Anderson "ountain near Denver, North Carolina, with 
authority to serve 200 mobile units. The estimated distance 
or radius of effective service from the base station is 45 
air line miles. Iredell cOunty inclo.ding Statesville and 
the site of the proposed station is vell within the 115 ai,r 
line mile estimated service radius of station KIY 755. 
Furthermore, most of Rowan County, including Salisbury vhich 
is the location of the station operated by protestant;. E. t.. 
Sherman, d/b/a Rowan Radio Fone is also vithin the 45 air 
line mile estimated service radius of station ICIY 755. 

The testimony of Two Way Radio's President, Allen L. Guin. 
tends to show tha·t Tvo way Radio offers mobile radio 
telephone service to the public in Iredell and Rowan 
Counties and has interconnection vith Southern Bell 
Telephone company at Statesville. one of the public 
~itnesses, ~r. RiChard Revis, vho resides in Statesville. 
testified that he is a subscriber of the service offered by 
Two Way Radio at Statesville. 

Based upon the evidence adduced at the hearing and various 
documentary records of the commission, the commission makes 
the following 

FINDINGS OF FACT 

1. There is public need for radio common carrier mobile 
telephone service in the area proposed to be served by the 
applicant which is available to the using and consuming 
public by Tvo- Ray Radio of Carolina. 

2. Tvo Way Radio has interconnection vith Southern Bell 
Telephone· company at Statesville. is currently serving and 
is able to serve every public witness vho testified that he 
needs the proposed service. 

J. The applicant, L. N. Lackey. is vell gualified to ovn 
and operate the proposed service but be is seeking a 
Certificate to serve an area and to provide a service 
already served or capable of being serTiced by tvo radio 
common carriers vho·hold Certificates granted by the Horth 
Carolina Utilities Commission to provide the same type of 
service. namely, Two way Radio of Carolina and B. L. 
Sherman, d/b/a Rovan Radio Pone. 
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4. E. t. Sherman, d/b/a flovan Radio Pone, holder of 
certificate No. P-88 granted by the North Carolina Utilities 
commission on October 28, 1966 is authorized to serve an 
area estimated to encompass a radius of 40 miles from the 
base station near Salisbury vhich area embraces Statesville 
and much of t.he territory which applicant proposes to serve. 
Applicant proposes to apply to the Federal Communications 
commission for the FCC frequency nov held by B ovan Radio 
Fone. Rowan Radio Pone has not interconnected vi.th Bell 
TelephonP. Companv at Salisbury nor did it make any effort to 
interconnect for about four years after it received its 
certificate.. Rowan Radio Fane did not file a tariff under 
vhich to operate bet.ween the dat.e of the granting of the 
C"ertificate on October 28, 1966 and January 18, 1968. Rowan 
Radio Pone had a maximum of seven mobile radio telephones in 
operation under its certificate, three of which vere used by 
its ovn employees and four of which vere billed to and paid 
for by Motorola Communications and Electronics for vhom E.L. 
Sherman was and is a subcontractor, said units being those 
in the cars of f'llotorola employees vbo were in and out of the 
territory working vith E. t. Sherman as subcontractor. 
Sherman has never had a mobile radio telephone subscriber 
other than those hereinbefore identified. Sherman has never 
advertised or made any significant or recogni,zable effort to 
obtain subs_cribers and develop the franchise for the benefit 
of the public. Sherman testified that he "made a deal" to 
sell his Certificate to Al Guin, President of Two Way Radio 
of Carolina on December JO or 31, 1969 for $5,000.00 and 
thereafter informed various interested persons accordingly 
and did not solicit subscribers. Rowan Radio Pone did not 
have a business telephone until June 18, 1970, over four 
years after obtaining its Certificate. E. L. Sherman when 
asked, "do vou think you have really fulfilled the role of a 
public utility" answered "no sir". (See page 344 of 
Transcript) 

CONCLUSIONS 

The Commission is governed by the following statutes in 
considering this application for a certificate: 

"G. s. 62-12D. certificate of convenience and 
necessity required: exceptions; rules and regnlations.-No 
radio common carrier shall begin, or continue, the 
construction or operation of any radio system, or any 
extension thereof, or acquire ovnership or control thereof 
either directly or indirectly without first obtaining from 
the Public Uti1ities Commission a certificate that the 
present or future public convenience and necessity 
requires or will require such construction, operation or 
acgnisition: provided this article ~h~1! !ill: requir~, nor 
shall it be so construed as to require, ~DY ~ych £~crier to== ~ ~~full~ !2• ~n ~!t~n§i2n vith~n ill!% 
!.!lt.ha.tiz.e a .§!U:!i_gg_ ~ xillin !lli£h ~!!~h ~§Qll hs§ 
beret.afore lawt..nlli s;,gm11enced Ol?er~tj.ons, or for any 
extension within or to territory already served by soch 
carrier, necessary in the ordinary course of business, or 
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I 
for substitute facilities within or to any authorized 
service area or territory already served by such carrier, 
or for any extension into territory contiguous to that 
alre~dy served by such carrier and not receiving similar 
service from another such carrier when no certificate of 
convenience and necessity has been issued to oc applied 
for by any other radio common carrier, or for the 
acquisition and operation of any plant or system 
heretofore constructed or hereafter constructed under 
authority of a certificate of convenience and necessity 
hereafter issued. The Commissioners are hereby authorized 
to prescribe appropriate and reasonable rules and 
regulations governing the issuance of such certificates. 
(1969, c. 766) 

11G.s. 62-123. G['anting of ce['tificate for operation 
in established service area of another carrier.-The 
Commission shall not grant a certificate for a proposed 
radio common carrier or extension thereof into the 
established service area vhich will be in competition with 
or duplication of any other radio comm.on carrier unless it 
shall first determine that the ei:isting service is 
inadequate to meet the reasonable needs of the public and 
that the person operating the same is unable to or refuses 
or neglects after hearing on reasonable notice to provide 
reasonably adequate service. (1969, c. 766.J n 

Tbe evidence is clear and the Commission conclud.es that 
the applicant is seeking to provide mobile radio telephone 
service of the same type and in substantially the same 
geographical area for which authority has been heretofore 
granted by the North Carolina Utilities commission to Two 
Vay Radio of Carolina and E. L. Sherman, d/b/a Bowan Padio 
Pone. Two Wav Radio of Carolina has shown that it is ready, 
willing and able to provide and is actually providing mobile 
radio telephone service to subscribers in Statesville, North 
Carolina. Under the circumstances and in accordance with 
G.S. 62-:-123 above, the Commission is prohibited from 
giantinq a Certificate as a Radio Common Carrier to the 
applicant for the proposed se['Vice which is partially if not 
completely within the service area of Two Way Radio and 
therefore wo11ld be in competition with its service. 

The evidence clearly shows that E. L. Sherman, a/b/a Rowan 
Radio Fane has not provided the service to the publ.ic which 
it is obligated to provide under the conditions of the 
certificate granted to it by the North Carolina Utilities 
commission in Docket No. P-88 on October 28, 1966. The 
CommisSion concludes that Sherman has used the franchise for 
his private business and has failed or neglected to develop 
it for the benefit of the public as contemplated in the 
Certificate~ It is the o~inion of the commission that the 
plan of E. J,. Sherman to sell his certificate for $5,000,.00 
in the ligbt of substantial evidence that he has willfully 
failed to operate it as a public utility, justifies 
investigation and show cause action to determine vhy his 
certificate should not be revoJced. 
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IT IS, THEREFORE, ORDERED: 

That the application of L. 8. 
TeleYision and Electronics, be and 
denied and proceeding dismissed. 

ISSUED BY ORDl!B OF THE COBftr5SIOff. 

This the 8th day of April, 1971. 

Lacker, d/b/a 
the sa■e is,. 

Plac•s 
hereby 

NORTH CAROLINA UTILITIES COB~SSION 
~atherine ft. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. P-88, SUB 3 

BEFORE THE NORTH CAROLINA UTILITIES COBftISSIOR 

In the Ratter of 
CE. L. -Sherman, d/b/a Rovan Radiofone, 
operating as a Radio Coamon carrier Under a 
Certificate of Public ConYenience and 
~ecessity Granted by the Korth Carolina 
Utilities Commission 

I 
) ORDER 
I REVOUBG 
I CERTIFICATE 
I 

BEARD IN: The commission Hearing Boom, Ruffin Building, 
Raleigh, North Carolina, on Joly e, 1971 

BEFORE: Commissioners John 'll. .!!cDevitt (Presiding), 
fflarvin R. Wooten and Niles H. Rhyne 

APPEARANCES: 

Por the Respondent: 

!!r. Ted Reynolds 
Reynolds & Farmer 
Attorneys at Lav 
P. o. Box 27525,. Raleigh,. !forth Carolina 

For the Commission s taf.f: 

!!aurice If. Horne 
Assistant commission Attorney 
Ra.ffin Buildi'ng,. Raleigh,. Horth Carolina 

BY THE COftSISSIOH: On !!ay 3,. 1971,. the Co~mission entered 
an Order requiring E. L. Sherman,. d,/b/a Rowan Radiofone, to 
appear before the commission and shov· cause vhy the 
certificate to operate as a radio co1111on carrier issued to 
him by this Commission should not be reYoked for failure to 
11eet the obligations required for the holder of Such 
certificate under the provisions of Borth Carolina General 
Statutes. This order was based upon testiDony of B. L. 
Sherman in Docket 'Ro. P-108,. in which said docket !Ir. 
Sherman protested the application of L. s. Lackey, d/b/a 
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Rae's Television and Electronics for 
operate as a radio common carrier in 
Sta t:esville, North Carolin a, which 
certificated area of fir. Sherman. 
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a certificate to 
an area around 
overlapped t:be 

By order of April 8, 1971, the commission denied the 
application of L.. Pl. Lackey in Docket. Ro. P-108 and 
concluded that the evidence in that proceeding indicated 
that E. L. Sherman had failed or neglected to develop the 
radio common carrier franchise by him for the benefit of the 
public as contemplated in his certificate. 

At the shov cause hearing on July B, 1971, the respondent 
offered evidence solely through the testimony of E. L. 
Sherman who testified tha·t he had initially attempted to 
file for a radio common carrier permit in 1962; but 
abandoned the attempt until 1965. Re further stated that he 
had at that time well-trained personnel to assist him in the 
operations of a radio common carrier system but subsequent. 
to receiving his license from the FCC on December 27, 1966 
and his certificate from this Co ■11ission on October 28, 
1966, he lost the assistance of tvo such personnel, one 
having moved and the other having died. ar. Sher•an stated 
that in August, 1969, he approached Allen Guin representing 
Tvo-way Radio of Carolina, Inc. and indicated to hi• that he 
could not develop such radio common carrier operation and 
discussed the possibility of a sale and transfer of such 
operations to Tvo-Way Radio of Carolina, Inc. and a 
contract vas entered into on December 30, 1969. !r. Sher■an 
indicated that it vas still his desire to transfer the 
franchise to ~r. Guin. 

On cross-examination, !'Ir. Sherman testified that for the 
years 1967, 1968 and 1969, his total operations consisted of 
7 mobile radio units, 3 beionging to him personally and 4 
being paid for by ftotorola, Inc •. ftr. Sherman stated that he 
is ·a subcontractor for aotorola, Inc •. Re further testified 
that while his certificate originally authorized him to 
interconnect with southern Bell Telephone & Telegraph 
Company at Salisbury., he made no attempts to make 
interconnection until septe■ ber 1970. Re further stated 
that he had no request from members of the public for such 
direct communication service as vould be proTided through 
interconnect-ion. !lthough be mailed approxim.ate1y 600 
solicitations in October 1970., he stated that he receiTed no 
request from anyone regarding radio common carrier serTices 
and further testified that prior to October 1970, be had not 
adYertised his service in any manner to the public nor had 
he obtained a business telephone listing prior to 1970. er. 
Sherman stated that he bad no customers at the end of the 
ca1endar year 1970, and such fact is further indicated in 
the annual report filed vith the commission on t!ay 3, 1971. 
When questioned about the indiYiduals or business 
representatives vbo testified in the original application 
hearing on !'lay 26, 1966, he stated that not one of those. 
persons or businesses actually utilized his service as a 
radio common ~arrier after the certificate vas granted, 
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except for "otorola, Inc. In this regard, he testified that 
the brick and tile company involved in the origina~ 
proceeding bought its ovn radio units, that the bottling 
company indicated in nay 1966, after the bearing, that it 
vas no longer interested and that the real estate operation 
vent out of business. Kr. Sherman indicated as of the 
July 8 hearing, the radio common carrier operations 
consisted of one base station, and antenna system, a nevly 
installed remote control unit. 3 mobile units vhich he ovns 
but are not being operated, and that 4 other mobile uni ts 
baa been sold to the city of Salisbury. 

The records of the Commission in Docket No. P-88 indicate 
that E. L. Sherman obtained a first class radio opera tor• s 
licEnse in 1937, and worked in Salisbury for a local 
broadcasting firm, that he has been a ndio engineer for 
several radio broadcasting firms and bas, in the past, been 
responsible for the design, development, installation, 
maintenance and repair for several thousand tvo-vay radio 
systems, including systems for q telephone companies and 29 
lav enforcement departments. In obtaining a certificate of 
public convenience and necessity from this commission, E. L. 
Sherman indicated at the hearing on ftay 26, 1966, that he 
proposed to furnish up to 40 mobile radio telephone units to 
various subscribers in the Salisbury area. The original 
application by Sherman vas opposed by Tvo-Vay Radio of 
Carolina, Inc. 

Based upon the testimony of various indi•iduals and 
business representatives, ftr. E. L. Sherman, d/b/a Rovan 
Radiofone, was granted a certificate on October 28. 1966, as 
follows: 

n ••• to construct, ovn and operate mobile radio 
communications system with a base point and transmission 
tover at Salisbury, North Carolina. with interconnection 
to the land-line telephone facilities of Southern Bell 
Telephone and Telegraph company at Salisbury, Horth 
Carolina. This authority under this certificate is 
limited to a maximum of forty (40) mobile units and to a 
maximum territory of forty (40) air-line miles radius of 
Salisbury, Horth Carolina. The offering of service herein 
authorized is limited to those subscribers having their 
place of residence or principal place of business within 
the territory herein defined and having a principal 
identity, or community of interest, with the Salisbury, 
Horth Carolina, locality. Included in this authority is 
the right to establish such message centers within the 
certificated territory, and only within the certificated 
territory, as may be required to serve the territory and 
subscribers herein authorized. Porther included in this 
authority is the right and requirement that Applicant 
proYide a message relay and secretarial service for its 
subscribers as an integral part of its aobile radio 
ser•ice with said service to be included in the base rate 
charged subscribers for mobile radio service. Applicant 
is also authorized. upon call and demand and authorization 
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from the Federal Communications Commission to 
var paging services and like services wholly 
mobile radio service as determined by 
Communications Commission." 
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provide one­
incident to 
the Federal 

The records of the Co■mission in Docket No. P-108 indicate 
that ftr. Sherman holds a Federal communication commission 
license and operates on a frequency of 152.120f!HZ. The 
record of that proceeding further indicates that ftr. Sherman 
had not interconnected vith Southern Bell at Salisbury and 
had ea.de no attempt to do so until approximately IJ years 
after he received the certificate. He did not file his 
tariff under vhich he vas to operate betveen the date of the 
granting of the certificate and January 18, 1968. When 
questioned by the Commission regarding his efforts to 
develop radio common carrier service in the Salisbury area, 
ftr. Sherman responded that he did not think he had fulfilled 
the role of a public utility and that was the reason he 
wanted to sell his operations to someone else. 

Based upon the evidence adduced at the hearing ana the 
records of the commission as they relate to the respondent, 
particularly in Docket No. P-88 and P-108, the commission 
makes the fellowing 

FINDINGS OF FACT 

(1) nr. E. L. Sherman, d/b/a Rowan Badiofone, is a radio 
common carrier holding certificate No. P-88 issued by this 
Commission on October 28, 1966, and is properly before the 
Co ■ !!lission in this proceeding. 

(2) E. t.. Sherman has extensive experience beginning in 
1931 regarding the design, development, installation, 
maintenance, repair and operation of tvo-vay radio systems. 

(3) 
basis 
which 
units 

The respondent offered evidence in ftay 1966 as a 
of obtaining the certificate from. this commission 

tended to justify service of up to 110 mobile radio 
to various subscribers in the Salisbury area. 

(4) Not one of the business representatives or 
individuals vho testified on Play 26, 1966, regarding public 
need for service by !!r. Sherman in the Salisbury area 
actually utilized his services after the certificate vas 
granted by this commission with the exception of Motorola, 
Inc. 

(5) While the certificate issued by this Commission 
authorized !'Ir. Sherman to interconnect with southern Bell 
Company at Salisbury, t-!r .. Sherman made no attempt to obtain 
sucb interconnection until approxicately 4 years after he 
received the certificate. 

(6) From October 28, 1966, until July 8, 1971, ftr,. 
Sherman has not had in excess of 7 mobile radio telephones 
in operation under its certificate in any calendar year. 
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Three of those units vere ovned by !r. Sherman personally 
and the remaining Q nnits vere paid for by !otorola, Inc. 
for vhich !Ir.~ Sherman is a subcontractor. 

(7) Prior to October 1970, Plr. 
advertising to the public regarding 
raaio common carrier service. 

Sherman utilized no 
the availability of 

(8) Prior to 1970, !Ir. Sherman did not obtain and 
■aint:ain a business telephone listing in the Salisbury 
telephone directory in order that members of the public 
aigbt. contact him in connection vith utiliza Uon of his 
serYices as a radio common carrier. 

(9) Since 
entered into 
Way Radio of 
certificate, 
subscribers 
vi th respect 
197 O, except 

December 1969, at vhich time !r. Sherman 
a contract vith Allen Goin, President of Tvo­
Carolina, Inc. for the sale and transfer of his 

ftr. Sherman thereafter did not solicit 
and did not serve any customers or subscribers 
to any type of radio common carrier service for 
the October mailings. 

(10) E. L. Sherman has willfully failed or neglected to 
conduct the radio common carrier operations authorized under 
his certificate and has neglected to develop same for the 
benefit of the public as contemplated by said certificate 
and his certificate shoul_d be revoked for failure to fulfill 
such obligations as required under his certificate as a 
public utility radio common carrier. 

Based upon the foregoing Findings of Fact, the Coaaission 
aakes the following 

CONCLUSIONS 

The commission concludes that Respondent B. L. Sheraan, 
d/b/a Rovan Radiofone, since the granting of his certificate 
of Public convenience and necessity on October 28, 1966, has 
willfully failed or neglected to develop and conduct the 
radio common carrier operations authorized by his 
certificate for the benefit of the consuming public. 
Although inherent in the msponsibilities of a certificated 
public utility radio common carrier, ftr. Sherman has failed 
to coamunicate to the public within his franchised area the 
aYailability of radio common carrier services. The eYidence 
contained in the Commission reco~ds clearly demonstrates 
that prior to 1970, ftr. Sherman did not advertise in any 
aanner his operations nor did he obtain and ■aintain a local 
business telephone directory listing. Sr. Sher■an stated at 
the shov cause hearing, that he mailed 600 postcards to the 
general public in October 1970, and obtained. a business 
directory listing for that. year, both upon the adYica of his 
counsel daring vhich time ftr. Sherman vas actiYely opposing 
the application of L. n. Lackey, d/b/a Rae's TeleYision and 
Electronics in Docket No. P-108. ftr. Shernan vas also in 
the process of selling and transferring his operations to' 
Allen Goin, Pr_esident of Tvo-vay Radio of Carolina, .Inc., 
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said contract for sale having been entered on December 30, 
1969. By his ovn admissions and as indicated by the Pore L 
annual report filed for the calendar year 1970, after the 
contract Vas entered vith Rr. Guin, Kr. Sherman did not 
solicit any subscribers for radio common carrier serYice 
except as above noted. 

While his certificate originally authori~ed hia to 
interconnect vith Southern Bell at Sali~bury in order to 
provide direct landline communication rather than relay 
through dispatchers, ftr. Sher■an aade no effort to obtain 
such interconnectiori until Septe■ber 1970. Between October 
28, 1966, and January 18, 1968, he did not file a tat-lff 
under which to operate. slnce October 1966, up to and 
including the date of the hearing o~ July 8, 1971, Br. 
Sherman never had in excess of 7 ■obile radio units in 
operation in any calendar year. Three of these were used by 
his ovn employees and the ce ■aining 4 were paid for by 
!lotorola salesme·n, vho vere working in and out of the 
territory. r!r.- Sherman is a subcontractor for flotorola, 
Inc. 

on September 22, 1970, in Docket Ho. P-108, which vas the 
basis fot the issuance Of the show cause order dated Raf 3, 
1971, presently uDder consideration, fir. Sher■ an responded 
to a guestiori by the commission indicating that he did not 
think be had fulfilled the role of a public utility and that 
vas the reason he wanted to sell his operations so that 
someone else could do a better job. 

Based upon his ovn admissions and statements concerning 
the manner by vhich he has cond 11::ted his operations since 
October 1966, the Commission concludes that it is abundantly 
clear that ~r. Sherman has made little effort to promote 
his radio common carrier operations under his responsibility 
as a public utility. The record does not reflect vbet:her or 
not: there is a public need t:oday for radiO common carrier 
services of the type which should haYe been offered by ftr. 
Sherman. It is noted that: ftr. Sheraan testified that he did 
not receive even one response to the appro1:imate 600 
postcards mailed to persons in his fcanchised area. To vho ■ 
these cards were mailed and the contents thereof are not 
reflected on this record. It is conceivable that there 11.ay 
be some public need for radio common carrier service _in the 
Salisbury area, but it is understandable that this record 
does not reflect the e1:tent of any such need, if any exists, 
and that such may be attributable to the failure of Plr. 
Sber-.an to promote such operations in that area since 
October 1966. The commission concludes that ftr. Sherman has 
Tirtuall:r used the franchise granted by this co■aission for 
his priYate business and has failed and neglected to_ conduct 
his operations for the benefit of the public. 

IT IS, THEREFORE, ORDERED as follows: 

I 1) That the 
Necessity issued 

certificate 
by this 

of Public conyenience and 
Co■ mission to Respondent 
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E.L. Sherman, d/b/a Rowan Radiofone, be, and the same hereby 
is, revoked and cancelled for failure of the Respondent to 
fulfill his obligations as a public utility radio common 
carrier and because of his willful failure and neglect to 
develop and conduct such operations for the benefit of the 
pub lie in his franchised area. 

(2) That E. t. Sherman, d/b/a Rowan Radiofone, is 
herewith ordered to cease and desist conducting in any 
manner tbe radio common carrier operations authorized under 
the certificate granted by this Commission. 

(3) That a copy of this Order be transmitted to the 
Federal communications commission,. JJashington, D. c. 

ISSUED BY OR DER OP THE COAAISSION. 

This 14th day of July, 1971. 

NORTH CAROLINA UTILITIES COAAISSION 
Katherine 6. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. P-84, SUB B 

BEFORE THE NORTH CAROLINA UTILITIES COHHISSIOB 

In the Matter of 
Joint Petition of Two-Vay Radio of Carolina, ) ORDER 
Inc., and E.L. Sherman, d/b/a Rovan Radiofone, ) DIS!ISSING 
P.O. Box 124, Salisbury, North Carolina, for ) PETITION 
Authority to Sell and Transfer a Franchise and ) 
certificate of Public ConTenience and Necessity) 
No. P-88 to Operate as a common Carrier in ) 
Intrastate communications Providing Mobile ) 
'Radio Service vith Interconnection vi.th ) 
Existing Telephone Service ) 

BY THE COl'.HIISSION: On July 1, 1971, joint Petition was 
fi1Ed by Tvo-Way Radio of Carolina, Inc •• and B. L. Sherman. 
d/b/a Rowan Radiofone, for authority to sell and transfer 
Certificate of Public convenience and Necessity Ro. P-88 
issued by this commission to E. L. Sherman, d/b/a Rovan 
Radiofone, relating to his o~erations as a Radio coamon 
carrier. 

Inasmuch as the Commission, by order of July 14, 1971, has 
reYoked the Certificate of Poblic convenience and Necessity 
held by E. L. Sherman, d/b/a Bovan Badiofone, for the reason 
that E. L. Sherman wilfully fai~ed or neglected to conduct 
radio common carrier operations under the certificate and 
for failure to fulfill obligations as vere required under 
the Certificate as a public utility radio co1111on carrier. 
the Commission is of the opinion that the joint Petition 
filed in Docket Ro. P-eq, Sub e, sbOllld be dismissed. 
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IT IS, THEREFORE, ORDERED that the joint Petition of Tvo­
Vay Radio of Carolina, Inc., and E. L. Sherman, d/b/a Rovan 
Radiofone, for authority tO sell and transfer the franchise 
of E. 1,. Sherman, d/b/a Rowan Radiofone, be, and the same 
hereby is, dismissed. 

ISSUED BY ORDER OP THE COUISSION. 

This 26th day of July, 1971. 

(SEAL) 

HORTH CAROLINA UTILITIES CO88ISSION 
Katherine n. Peele, Chief Clerk 

DOCKET NO. P-28, SUB 12 

BEFORE THE NORTH CAROLINA UTILITIES CO88ISSION 

In the Platt.er of 
Application of First colony Telephone company ) ORDER 
for Authority to Increase Its Rates and Charges) ALLOWING 
for Telephone service in Its service Area ) YHCREA.SED 
Vithin North Carolina ) RATES 

HEARD IN: 

BEFORE: 

The commission Hearing Room, Raleigh, Horth 
Carolina, on October 22, 1971 

Chairman Barry T. Westcott, Presiding, and 
Commissioners John w. ftcDevitt, narvin B. 
Wooten and ftiles H. Rhyne 

APPEAR! HCES: 

Por the Applicant: 

G. Clark Crampton, Esq. 
Joyner and Howison 
Attorneys at Lav 
906 'Wachovia Bank Building 
Raleigh, North Carolina 

Hugh V. White, Jr., Esg. 
Hunter, Williams, Gay, Powell & Gibson 
Attorneys at Lav 
P. o. Box 1535, Richmond, Virginia 23213 

For the commission Staff: 

BT THE 
Telephone 
Virginia, 

Edvard B. Hipp, Esg. 
commission Attorney 
North Carolina Utilities com■ission 
Ruffin Building, Raleigh, North Carolina 

COftftISSIOH: On February 26, 1971, First Colony 
company (First Colony), P. o. Box 431, Emporia, 

23847, by letter reguested authority to raise its 
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rates on main station and extension telephone service 
effective April 16, 1971. 

First Colony serves 169 subscribers in the Knotts Island 
area of North Carolina from its Pungo central office in 
Virginia. The North Carolina subscribers and the Virginia 
subscribers of the Pungo exchange have the privilege of 
being able to call over 350,DOO stations toll free in the 
Norfolk and Virginia Beach area. In view of the fact that 
First Colony serves almost 10,000 customers of which only 
169 are in North Carolina, thete being no central office 
equipment located in North Carolina, the North Carolina 
Utilities Commission in the past has authorized the same 
rates for the Knotts Island subscribers as the Virginia 
Corporation Commission has authorized for the Pungo exchange 
subscribers located in Virginia. 

Only four-party flat rate service is offered in the Knotts 
Island area at monthly rates of $10.00 and $5.50 for 
business and residence, respectively. New rates of $19.00 
and $9.50 for business and residence four-party service, 
respectively, have been authorized for the Pungo exchange in 
Virginia by the Virginia Commission. First Colony requested 
to place the same rates in effect in the Knotts Island area 
and also to increase the business extension rate from $1.50 
to $2.00 and residence extensions from $1.00 to $1.25 as 
authorized in Virginia. 

The Commission being of the opinion that the request for 
increased rates affected the interest of the subscribers 
served by E'irst Colony in North Carolina, by order entered 
on March 22, 1971, suspended until further order of the 
Commission the proposed effective date of First Colony's 
requested increases and set the matter fOr hearing in 
Raleigh, North Carolina, on May 13, 1971. First Colony was 
required to mail by first class mail to all of its North 
Carolina subscribers Notice of Hearing informing them of the 
requested increases and rates. After several postponements, 
the hearing was held in the Commission Hearing Room on 
October 22, 1971. 

During the hearing First C<:>lony stated that it had 
recently been granted a rate increase for its Virginia 
subscribers by the Virginia Corporation Commission and as a 
result of this increase its North Carolina subscribers were 
presently paying less for the same service than are the 
Virginia subscriQers just across the line. 

First Colony stated that 98.35% of its business is in 
Virginia and that 1.65% of its business is in North 
Carolina. It requested that the Commission consider the 
record and exhibits of the Virginia proceeding to determine 
the justness and reasonableness of its request in this 
proceeding. 

Mr. Conrad J. Logan, Vice President - Operations, offered 
testimony concerning service. He testified that the Pungo 
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exchange is about fourteen miles north of the North Carolina 
State line and that Horth Carolin a subscribers are scatt'ered 
from the state line to a point about thirteen miles sooth of 
the state line and that Horth Carolina subscribers on Knotts 
Ysland are served from a repeater hut eight miles south of 
the State line. He testified tbat the only service offered 
vas rural four-party serwice and that the company vas not 
opposed to offering one-party service if there vas a demand 
and if the rate vas compensatory •. Witness Logan testified 
further that some seryice proble■s encountered vere a result 
of the subscribers being so far fro■ the serving central 
off ice and also a resol t of th_e high line fill,. but that the 
company vas taking steps to increase the service· reliability 
and thereby decrease the trouble reports. 

Rr. Stuart ~cDaniel gave t:esti■ony concerning rate of 
return and revenue requirements. Be stated tha~ the rate of 
return on equity allowed by the Virginia co■mission v11s 12i, 
resulting in a return on investment of 1.12i and that the 
original cost ~ate base allocated to Horth Carolina vas 
S173,000 as of June 30, 1971; that the annual net operating 
income requirement based on these figures vas $12,317; and 
that the proposed schedule of rates would produce $11,282 
net operating income annually. 

ftr. Gene Clemmons, Chief Engineer, Teiephone Ser•ice 
DiTision, of the Co■■ission. staff, offered testi■ony 
concerning service. He stated that while overall service 
vas .good, some areas needed improvement. Be testified that 
the trouble report index per 100 sU.tions vas e•cessiTe and 
that in his opinion one- and t vo-party ser, lee should be 
offered to North Carolina subscribers. ftr. Clemnons also 
testified that the number of held orders had been excessive 
but that according to !Ir. Logan's testi110D.y that problem 
appeared to have been eliminated. 

FINDINGS OP PACT 

1. That First. colony is -a duly franchised public utility 
pro•iding telephone service to subscribers on Knotts Island, 
Rorth c,arolina, from its Puogo, Virginia exchange. 

2. That the 
filed by c ompa:ny 
reTenue. 

total increases in 
vould produce S3, 671 

rates and charges as 
in additional gross 

3. That t.he proposed increases •ill proYide a return on 
original cost investment in Korth Carolina ($173,072) of 
6.s2, and a return on equity of less than 12,. 

Based upon the Findings of Fact, as set forth aboTe, the 
co ■■ission ~akes the following 

CORCLllSIORS 

1. That since the Virginia subscribers of Pirst. Colony 
form such a large percentage (98.351 of the company's total 
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subscribers and that the 
subscribers is so lov (169) that 
to pnt the rates approved by the 
Virginia subscribers into effect 
granted. 

norther of North Carolina 
the request of First colony 
Virginia commission for its 
in North Carolina should be 

2. That First colony"is providing adequate and efficient 
service, but evidence introduced by the Staff shovs that 
one-party service should be offered and that an effort 
should be made to reduce trouble reports. 

3. The Utilities Commission takes judicial notice of the 
President• s Executive order No. 11627, entered on October 
15, 1971, establishing Phase II of vage and price controls 
under the Economic stabilization &ct of 1970 beyond the 
original 90-day period e11ding November 13, 1971, and the 
establishment of the Price commission purSuant to said 
Order, and the rules and regulations of the Price Commission 
published in Volume 36, No. 220 Federal Register, Rove■ ber 
13, 1971, ~ 300.016, Regulated otililie~, at p. 21,793, as 
amended in Volume 36, No. 222, Federal Register, November 
17, 1971, at p. 21,953, requiring that regulated public 
utilities having gross receipts of SS0,000,000 or more give 
notice to the Price Commission of any price increases 
authorized by regUlatory agencies. The utilities commission 
is farther advertent to public state11ents of guidelines and 
policies of the Price Commission, and takes notice of the 
release in the Price commission News of NoTe ■ber 29, 1971, 
requiring that regulatory agencies considering applications 
of ~gulatecl utilities for rate increase must certify that 
any increases approved meet the following criteria: 

The increase 
expectations. 

does not contribute to inflationary 

The incr~ase is reduced to reflect prodactiTity gains. 

The increase is the miniau rate vhich is necessary to 
assure continued and adequate service. 

Any increase in the rate of return on investment that is 
allowed must be required either by an increase in the cost 
of money or is necessary to assure continued adequate 
service. 

The North Carolina rate procedure and the eTidence in this 
proceeding, and the consideration thereof bJ the coa11ission, 
fixes the rates of First Colony in this proceeding on the 
basis that they will provide n~ more than the ■ iniaua return 
necessary to assure continued and adequate ser•ice of First 
colony, and this order considers the increased cost of money 
to First ColonJ over its iabedded cost of its debt capital. 
This co■11ission finds and so certifies that the increases 
are consistent vith the four criteria established by the 
Price commission as set: out aboTe, and the docu■entation for 
such findings are set out fully in the Findings of Fact and 
Conclusions herein, based on eTidence of record of the 
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public hearings herein, and the rate increase approved here 
is authorized solely on the basis that it is necessary in 
order to assure continued and adequate service of First 
colony to the public in its serTice area, considering the 
increased cost of service, the increased expenses of First 
colony and the increased cost of money, and the purpose of 
the Economic stabilization Act of 1g10, as amended. 

This order is entered subject to the compliance of First 
Colony with all requirements of the Price Commission for 
notice of such increase and subject to such other rules and 
regulations of the Price commission as may be applicable to 
such increase. 

IT IS, THEREFORE, ORDERED AS FOLLOWS: 

1. That First Colony be, and hereby is, authorized to 
increase its North carolina intrastate telephone rates and 
charges to produce additional gross annual revenue not 
exceeding $3,671 by applying the increases to local service 
and extension stations as applied for and set forth below, 
effective with bills rendered in ad.Yance on the next billing 
date five days following the release of this order. 

nain Station 4-party service 
Eztension Station 

ausiJ!~fil! 
$19.00 
$ 2. 00 

Besideg_~ 
$9.50 
$1.25 

2. That First colony shall, within thirty (30) days of 
the date of this order, file with this Commission tariffs 
making one-party business and residence service available to 
Horth Carolina subscribers at the same rates as one-party 
service in the co11pany 1 s Virginia exchange. 

3. That First Colony take necessary action to reduce the 
trouble reports per 100 stations to a consistent range of 8 
per 100 stations or less by July 1, 1972. 

4. That First Colony take necessary action to eliminate 
by July 1, 1972, all held orders for nev service. 

5. That First Colony file necessary 
reflecting the above authorized increase in 
extension rates,. 

ISSUED BY ORDER OF THE COUISSIOH. 

This the 29th day of December, 1971. 

revised ~ariffs 
four-party and 

HORTH CAROLINA UTILITIES co~~ISSION 
Katherine ft. Peele, chief clerk 

(SE AL) 
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DOCKET HO. P-19, SOB 115 

BEFORE THE NORTH CAROLINA UTILITIES COftftISSION 

In the ftatter of 
Application for Adjustment of ) ORDER ALLOWIHG "ODIFIED 
Rates and Charges for General ) :INCREASES IN BATES AHD 
Telephone Company of the Southeast ) RBQUIBIHG CERTUN 
for Telephone Service in the ) SERVICE Il!PROVE!ENTS 
Durham and Creedmoor Exchanges ) 

BEARD IW: The commission Bearing Room, Ruffin Building, 
Raleigh, North Carolina, beginning February 2, 
1971 February 10, 1971; and County 
Commissioners Hearing Room, Durham County 
Courthouse, Durham, North Cilrolina, on February· 
11, 1971 

BEFORE: commissioners John w. 
Harry T. Westcott., KarYin 
Rhyne and Hugh A. Rells 

l'lcDevitt (Presiding), 
B. Wooten, Siles H. 

APPEARANCES: 

For the Applicant: 

A. H. Graham, Jr. 
Nevson, Graham. Strayhorn, Redrick & nurray 
P. o. Box 2088. ·nurha11, North Carolina 27702 

John Robert Jones 
Power, Jones, Bell & Schneider 
one Rundrea East Broad Street 
Columbus, Ohio 43215 

Ward V. Wueste, Jr. 
General Telephone Company of the Southeast 
P. o. Box 1412, Durham, North Carolina 27702 

For the Protestants: 

Claude V. Jones 
City Attorney - Durham 
111 Corcoran Street 
Durham, North Carolina 27702 
~ppearing for: The City of Durham 

Jean A. Benoy 
N. C. Department of Justice 
Buffin Builaing - Room· 124 
Raleigh, Horth Carolina 27602 
Appearing £or: The using and consu■ing Public 

For the Commission Staff: 

Edvard B. Hipp 
Commission Attorney 
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Boffin enilding 
Raleigh, Horth Carolina 27602 

f!aurice w. Horne 
Assistant commission A tt:orney 
Ruffin Building 
~ aleigh, North Carolina 27602 

BI THE conMISSION: on Joly,~. 1970, General Telephone 
Company of the Southeast, hereinafter referred to as 
•~pplicant", a vholly-ovned subsidiary of General Telephone 
& Electronics Corporation, hereinafter referred to as 
"GT&E", filed application vith the co■mission seeking 
authority to increase its rates and charges which would have 
the effect of producing approximately S2,~72,55~ additional 
annual gross revenues to the Applicant vith respect to its 
telephone operations in North Carolina. S1,.858,eqg and, 
$613,705 vere estimated by the Company in its application 
regarding the proposed increases to affect its local 
exchange and general exchange tariffs in the above amounts 
respectively. In addition to certain increases relating to 
private branch exchange service, key equip11ent and other 
miscellaneous equipment and service, the Applicant requested 
that it be authorized to increase its rates and charges in 
connection with the following classifications of telephone 
service as shown below: 

DDRHAPI EXCRAJ!g 

Amount of 
eusi ne~m-:l~i~ Present Bate fr0l!0Se!} !!All lnl:l;llil!!lL 

One-Party $1 s. 50 $21.90 $6.QO 
Two-Party 13.00 20. qo 7.40 
Four-Party 10.00 18. 90 8.90 
!!ul ti-Party a.so 17.40 8.90 
Extension 2.00 2. 50 .so 

Residence ~!!!:!!£~ 

One-Party 6.25 a. 95 2. 70 
Tvo-Party 5. 25 8. 20 2.95 
Four-Party 4.25 7. 45 3.20 
ftolti-Party J.70 6.70 3.00 
Extension 1.00 ,. 25 .25 

CRBEDftOOR EJCBANGB* 

J!!!llness 1:!~rV,i.£!! Present Approved Proposed Amount of 
Rate BAS Rate -ht!L. l!l~L 

One-Party $10.00 $15.50 $21.90 $6. 40 
Two-Party a. so 13.00 20.qo 7.QO 
l!ulti-Party 6. 25 a.so 17.Q 0 8 .90 
Extension 2.00 2.00 2.50 .so 
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Pesidence Service 

One-Party 5. 25 6.25 8.95 2.70 
Tvo-Party 4. 25 5.25 e. 20 2. 95 
?our-Party 3. 75 4.25 7.45 3.20 
l'folt:i-Party 3.30 3.70 6. 70 3.00 
Extension ,. 00 ,.oo ,. 25 .25 

• Present rates do not include toll free calling to D~rham. 
Approved ~As rates authorized vhen toll free calling to 
Durham is established. Proposed rates include toll free 
calling to Durham. Amount of increase is difference 
between approved EAS rates and proposed rates. 

The com.mission, being of the opinion that the application 
affects the interest of the consuming public in the areas 
served by the Applicant, by order of July 21, 1970, 
snspendea until further Order of the Commission the proposed 
effective date of Applicant's requested increases, declared 
the proceeding to be a general rate case under the 
~roYisions of G. s. 62-137, and set the matter for 
investigation and hearing in Raleigh, North Carolina, on 
February 2, 1971. The order further provided that the 
Applicant at its ovn expense publish notice of said hearing 
attached as Exhibit A to said order in a newspaper having 
general coverage in the areas for which the requested 
increases are proposed to be applicable. 

on August 7, 1970, application for Leave to Intervene was 
received by Claa.de v. Jones, Attorney for the City of 
Durham. By order of August 10, 1970, the commission allowed 
intervention by the City of Durham. 

An amended application was filed on August 11, 1970 ,· 
reflecting a narration of the Applicant's method of 
separation of uajor accounts, interstate and intrastate 
operations, and setting forth state allocation factors. 
Attached to the amended application were 11 exhibits 
relating to Company operating statistics and evalnation of 
Company plant. 

On December 30, 1970, Intervenor city of Durham filed a 
request for extension of time in which to file prepared 
testimony. Extension vas allowed to and including January 
25, 1971, by Order of the Commission dated January 5, 1971. 

Supplemental application vas filed on January 18, 1971, 
reflecting completion of Applicant's 1969 separation cost 
studies. Attached to the supplemental application were six 
adaitional exhibits. 

Staff requested 
intercorpora te 
of time vas 
by Order of 

on January 18, 1971, the Com ■ission 
additional time to file a special report on 
transactions of the Applicant. Extension 
allowed to and including February 2, 1971, 
January 19, 1971. 
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The Attorney General, Robert ftorgan, intervened on 
January 22, 1971, on behalf of the using and consuming 
public. The commission's order of January 26, 1971, 
recognized intervention by the Attorney General. in this 
proceeding. 

Applicant filed motion on narch 31, 1971, to correct the 
transcript of this docket in the particulars described in 
said motion. The Commission, by correspondence dated April 
13, 1971, cequested all parties of record to file 
objections, if any, to such corrections becoming an official 
part of the record. No objections vere indicated by any 
party of record by April 21, 1971,. -.ccordingl.y, the 
Com11ission entered an Order on Play J, 1971, 11aking the 
requested corrections an official part of the record. 

Testimony and exhibits of the Applicant, the protestants, 
and the commission staff vere duly filed in advance of the 
hearing in accordance with the rules of practice and 
procedure of the commission, except wherein ■ odified by 
Commission order relating to extensions of time. 

Public hearing began in Raleigh, North Carolina, on 
February 2, 1971. After seven daJs of hearing, including a 
special hearing set in Durham, North Carolina, for the 
taking of testimony of public vitnesses, the for ■al hearings 
in this docket vere completed on February 11, 1971. At 
their request, parties of record vere afforded thirty (30) 
days from the date of the mailing of the last transcript 
within which time to file briefs. Briefs were filed vithin 
the ti11e set by the Com. mission. 

At the hearing, the Applicant offered eYidence through the 
testimony of its witnesses George ft. White, Vice President­
operations, relating to the A.pplica nt •s policies regarding 
its primary supplier of materials, Automatic Electric 
Company, hereinafter referred to as AE, a subsidiary of GT&E 
Corp.: Donald A. Redman, Vice President-controller, vitb 
respect to accounting and financing of the Applicant and in 
regard to financial records of the company; H. w. ~eyer, 
Vice PresUlent-GT&E. regarding financial history of the 
Applicant, its capitalization, and recommended range of 
return on equity for the Applicant; J. s. Flannery, 
Controller of AE, regarding A.E's dealings vith subsidiaries 
of GT&E and vith non""".affiliate companies; J. J. ftcGrath, 
President-fllcGrath Engineering corporation, with respect to 
trended or replacement cost of Applicant's inTest:■ent made 
on the basis of visual observation and company ~ecords; S.E. 
BahleD, General Commercial Engineer. regarding the basis for 
de•elopment of rate classifications in this proceeding and 
nev rate groupings; w. s. Duncan. Certified Public 
Accountant-Arthur Andersen & Company. regarding Company's 
dealings vith their affiliates and resulting profits 
therefrom generally; and Claude o. Sykes, General Aanager of 
General Telephone Co■pany of the southeast, vho testified in 
connection vith the Applicant's overall service improvement. 



program and the plans for fu1:ure construction relating to 
company's growth requiremen1:s. 

Protestant City of Durham offered evidence through the 
testimony of Dr. c·harles E. Olson, Public Utility consultant 
of Van Scoyoc & aiskup, Inc., ijashington, D. c., relating to 
the company's capital requirements, interest coverage ratio, 
return on equity and return on total capital. 

The Utilities commission Staff offered evidence through 
the testimony of J. w. smith, Director of Economics and 
Accounting, relating to intercorporate dealings between the 
Applicant an1 its major supplier of materials, AE; Norman R. 
Peele, Staff Accountant, regarding the commission audit of 
the Applicant's books and recordsi William R. Cash, 
Utilities Engineer, relating to plant operations and 
maintenance, plant in service investment per station and 
appropriate engineering practices generally regarding 
planning, constru::tion and maintenance of telephone plant; 
and Gene A. Clemmons, chief Engineer/Telephone Service 
Division, relating to the Commission Staff's investigation 
of specific levels of service rendered by the Applicant. 

DIGEST OF TESTHONY 

The increases requested by the Applicant would amount to 
approximately $2,472,5~4 in overall additional annual 
revenues. Through its Durham and Creedmoor exchanges, the 
Applicant provides local and long distance telephone service 
in North Carolina to its subscribers. 

The last general rate increase for the Applicant was made 
effective on February 1, 1969, pursuant to the commission's 
Order of December 19, 196B in Docket No. P-19, Subs 94 and 
95. 

The Applicant contends that it has been necessary since 
that time to substantially increase its intrastate 
investment in telephone plant because of projected 
subscriber demand for service. The Applicant is presently 
engaged in an overall program of service improvement 
including provision by December 31, 1973, of individual line 
service to a 11 of its subscribers. The Applicant also is 
establishing extended area service for the creedmoor-Butner­
Durbam area. The requirements and the time-frame for the 
above mentioned requirements have heretofore been set forth 
as requirements in the commission's Order of "ay 19, 1969, 
which vas a supplemental order to the Applicant's last 
general rate proceeding. 

Applicant contends that substantial investment in plant 
because of customer growth makes it necessary for the 
Applicant to seek funds from the capital market and that its 
level of return before the increases proposed in this 
proceeding are considered, is not of sufficient magnitude to 
afford the Company the necessary means and capability and 
financing necessary capital expenses. 
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The test period utilized by witnesses for the Applicant, 
the City of Durham and the commission Staff vas the 12-month 
period ended !'larch J1, 1970. 

The method of separatinq interstate and intrastate 
revenues and expenses utilized by the Applicant has been 
amply set forth in the record. The Commission Staff 
indicated that it vas basically in accord vith the 
allocation procedures utilized by the company. No exception 
vas taken to such nrocedures by the protestants and no 
evidence other than that of the Applicant and the commission 
Staff vas offeren in connection vith revenue and expense 
allocations in this proceeding. 

The overall total operations of the Applicant for the test 
period, before adjustments, indicate gross operating 
revenues of $45,635,445; operating expenses and taxes of 
$36,647,145; vith net operating income of $8,988,300 and net 
investment in plant in service of $175,892,,973. (Redman Ex .. 
Ros. 12, 13) 

In connection vith its North Carolina intrastate 
operations, the Applicant's evidence for the test period 
indicates, after certain adjustments, operating revenues of 
$9,lJ38,957; operating expenses and taxes of t?,876,963; net 
operating income for return amonnting to $1,649,261 and net 
telephone plant in service in North Carolina a ■ ounting to 
$33,467,015.. {Redman Rx. Nos. 9, 10). Based upon his 
exhibits, Ritness Redman arrived at a 4.78% rate of return 
on original cost before the increases proposed in this 
proceeding and 7 .. 94~ return after consideration of rates 
proposed by the Applicant. (Redman E:ic. Ros .. 3, 5). The 
majority of Applicant's exhibits, and those in particular of 
witness Redman (vith the exception of three additional 
exhibits filed by him at the hearing), were prepared using 
the separations data developed in the 1968 study; all Staff 
exhibits vere prepared using 1969 separations data • 
.\dditionally, such exhibits include $1,071,668 attributable 
to telephone plant under construction and an intrastate 
portion of interest charged for construction amounting to 
approximately $73,273. Redman Exhibits 14, 15 and 16 vere 
prepared using the 1969 separation data vhich coincides vith 
the staffi however, he did not compute a nev rate of return 
to reflect the" updated information in these exhibits. 

The commission Staff's evidence indicates a number of 
specific adjustments to cevenues and expenses of the 
Applicant. relating to wages, toll settlements, contracts 
vith connecting Be 11 Company, depreciation, taxes, working 
capital and other adjustments reflected in the record of 
this proceeding. 

These adjustments are set forth in the record herein and 
all such adjustments, including those ■ade by the 
Applicant's witnesses and or. Olson for the city of Durham, 
haYe been considered thoroughly by the commission in 
reaching its Findings of Fact and conclusions herein. 
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certain of the Co!!lmission Staff's adjustments merit further 
comment. The major adjustments reflected by the Commission 
Staff involve an ad1ustment of $1,380.,680, resulting from 
what the Staff contends is excess plant vhich was not used 
and useful by the Applicant in rendering telephone service 
to its subscribers in relation to the test period. This 
plant was principally central office equipment and is 
reflected in Clemmon 1 s Exhibits 20 and 22. 

secondly, the Commission Staff contends that $1,417,000 
should be eliminated from the company's investment figure as 
excess costs because of Applicant's dealings with AE, its 
major supplier and also an affiliate of GT&E. This 
adjustment was based upon reduction of rate of return on 
common equity to AE at 12i. Staff Witness Smith testified 
that. in his opinion. the dominant position of AE in the 
telephone equipment manufacturing market leaves only a fev 
smaller low volume manufacturers in the market, if any, vith 
competitive forces at their command. The witness vas 
further of the opinion that AE 1 s existence depends on the 
volume of business from the subsidiaries of GT&E and his 
recommendation for exclusion of excess profits was based 
upon the principle that equipment and other facilities 
purchased by the Applicant, or any other utility, from its 
affiliate should not·, for rate mak.ing ·purposes. include a 
rate of return greater than comparable return on equity 
earnings of similar-type non-regulated companies. 

The Comlllission Staff's evidence indicates. after 
adjustments but prior to the proposed increase, the 
Applicant's gross intrastate operating revenues for the test 
period amounted to $9,006.135 and when related to intrastate 
operating expenses of $7.379.024, resulted in a net 
operating income for return of s1.110.1e1. taking into 
account an annualizing factor of 5.0174!C for the North 
Carolina division. According to the Staff's audit this 
resulted in a net investment in telephone plant of 
$32,148,587 and a 5.32~ rate of return on net investment. 
This net investment figure includes consideration of 
!583,842 which is hereinafter excluded by the Commission. 
This amount relates to Butner-Creedmoor-Durham EAS 
in teas ta te portion. 

Giving effect to the increases proposed in this 
proceeding, the commission staff's audit reflects projected 
gross operating revenues of $11.441,848; operating expenses 
of SB,665,593. resulting in projected net operating income 
£or return of $2,859,325 and a net investment in telephone 
plant of $31,981,412. The rate of return on net investment 
reflected by the projected effect of the proposed increases 
vas 8.941. (Staff Ez. 1, Schedule 1). 

No~man Peele 0£ the commission Staff testified that in 
connection with the Butner-Creedmoor-Durham EAS, scheduled 
to become effective on ftarch 31, 1971. and estimated to 
require plant expenditures amounting to approximately 
$747,264, such was incladed by the commission Staff in its 
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audit of the company's telephone plant in service. Yitness 
Peele further testified that such inclusion in the audit vas 
made prior to his personal knowledge of the L~ Telephone 
Company £~~~. The Applicant •s North Carolina intrastate 
operations are fa rt her adjuste::I herein to delete 
construction work in progress and construction interest in 
accordance vith !!.tiJ.ities commission ~nd Lg,e TelWone 
Comm y. ~Q~g~n, Attorney ilifil~r~!, 277 N.c. 255, decided 
November 18, 1970. 

It is observed that the Commission Staff audit excluded 
from material and supplies the intrastate portion of certain 
reusable salvage material, specifically certain PABX 
equipment, amounting to approximately $178,512. The Staff's 
basis for such exclusion of that portion of material and 
supplies was that no representative of the Applicant could 
advise the Staff member preparing the audit as to which 
sta·te t.he particular reusable equipment 11.ight be used.. In 
making this adjustment, the Staff failed to make a 
corresponding adjustment to the depreciation reserve of the 
Company.. Tt is therefore apparent that the adjustment of 
$178,512 should be re-adjusted to include that amount in the 
material and supplies figure indicated in the Staff audit. 

Witness Clemmons for the commission Staff testified in 
connection with independent investigations by the staff at 
various dates prior to the hearing regarding specific levels 
of service b?.ing rendered by the Applicant. Based upon such 
investigations, he concluded that the level of service being 
offered by the Applicant has improved since his initial 
review in earlv 1968; hovever, it was his opinion that 
service rendered by the Applicant was not at an acceptable 
level as of the date of the hearing considering that problem 
areas still exist. (Trans. Vol. VI, p.. 102, 103).. The 
evidence indicates that the Applicant has improved its 
service in the areas of toll operator answer time, directory 
assistance answer time, in reducing the number of trouble 
initial reports per 100 stations, in connection vith the 
dial equipment service index, in reducing subseguent trouble 
reports and in clearing times for trouble reports .. 

Investiqations by the Commission staff as set forth in the 
record of this proceeding indicate, however, that telephone 
service provided by the Applicant in several instances has 
not reached a reasonably acceptable level. The areas 
outlined by Staff Witness Clemmons as being areas in which 
the Applicant needs to make substantial improvements are: 
to reduce failure rates on local interoffice calls and 
maintain an acceptable level in that regard, provide a 
reasonable answer time on repair service calls, reduce 
failure rate on ODD calls, improve maintenance of public pay 
stations, provide directory assistance so that operator 
answer time will not be excessive, reduce total trouble 
reports per 100 stations, and reduce subsequent reports and 
repeat trouble reports. 
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Witness !'tcGrath testified for the Applicant that the net 
trenaea boc;>k cost of plant of the Applicant as of the end of 
the test period vas, in his opinion. $49,409,698. His 
studies vere based on visual observation of the Applicant's 
plant .and equipment during the veet of April 27, 1970, and 
the Applicant's books and records. The nature of this study 
vas to arrive at vhat the witness believed vas the 
replacement cost today. of the Applicant's plant, properties 
and equipment. This computation is separated to reflect the 
Horth Carolina intrastate portion of the Company• s 
operations at appro%imately $40,781,543, as reflected in 
Redman Exhibit No. 16. NO evidence of the fair value of the 
lpplicant•s properties used and useful in rendering its 
service t.o ff orth Carolina subscribers ns presented by 
either the protestants or the Commission Staff. 

Witness Olson for Protestant City of Durham testified 
t.hat,. in his opinion, a reasonable return on equity for the 
Applicant vould fall between 9.71 and 9.91. He further 
testified that, in bis opinion,. a rate of return on total 
capital should range between 7.6i and 1.1, so as to produce 
a fair profit to the Applicant's stockholders. He noted 
that in connection with his testimony regarding the 
Applicant's rate base, earnings and its requested increases, 
his calculations would be subject to further adjustments by 
the staff based upon i t.s more detailed analysis of the 
company's oper~tions in this State. 

During the course of the heatings, the Commission heard 50 
public witnesses vho testified regarding specific coaplaints 
and vit.h respect to the Applicant's rates. 

Based upon t.he entire record of this proceeding, the 
Commission makes the following 

FINDINGS OF FACT 

(1) General Telephone company of the Southeast. is a duly 
franchised pub1ic utility proYiding general telephone 
service to its subscribers in Dtlrham, creedmoo't' and Butner, 
and as a duly created existing corporation under the lavs of 
this state, is properly before this commission in this 
proceeding. The Applicant's rates and services are 
regulated by this Commission as provided in Chapter 62 of 
the North Carolina General Statutes. 

(2) The increases requested 
to approximately s2,q12,ssq 
revenues. 

by the Applicant would amount 
addi tiona 1 gross annual 

(3) The test period utilized by all parties in this 
proceeding vas the 12-month period ending Rarch 31, 1970. 

(q) The method utilized by the Applicant in this Docket 
in separating its interstate and intrastate revenues and 
expenses reasonably reflects its North Carolina intrastate 
operations. 
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(5) With the elimination of approximately $747,264 in 
connection with the creedmoor-Butner-Dnrham EAS plant under 
construction vhich vas scheduled to be in service on ftarch 
31, 11J71, the Applicant has inV'ested in utility plant in 
service for its North Carolina ret.ail customers as of the 
end of the test period, Plarch 31, 1970, telephone plant in 
service of an original cost of $31,564,745. This figure 
reflects Applicant's net investment plus allowance for 
working capital, and is subject to further adjustments as 
hereinafter stated. 

(6) Applicant's investment in telephone plant is adjusted 
herein in the amount of $690.,340, representing 1/2 of the 
amount testifiea to by the Co••ission Staff as relating to 
excess margin in central off_ice equip11ent in relation to the 
test period, and in consideration of approximately a 2 1/2 
year engineering interval as being appropriate from the time 
equipment is placed in serYice to the time a further 
equipment addition is required. The ComliisSion Staff's 
recommendation· is reduced by SOI because a portion of the 
equipment conS:ideted to be excess margin during the test 
period will be utilized in the service improvement program 
of the Applicant in the immediate future. 

(7) Applicant's net investment in plant is further 
adjusted by $978,000 in regard to the excess profits which 
are reasonably attributed to its dealings vith its major 
supplier, Automatic Electric company. This amount, however. 
is based on a 151 return to AR rather than the 12~ return 
recommended by Witness Smith. These major adjustments. 
accompanied by standard related adjustments, yield an 
adjusted net investment in telephone plant for the 
Applicant's North Carolina intrastate operations of 
$30~107.171 for the test period. 

(B) Applicant's revenue under present rates on an 
annualized basis for its customers served as of the end of 
the test period for its North Carolina intrastate operations 
is !9,011,1'48. Its reasonable operating expenses for that 
period amount to $4,130,999. 

(9) The 
lpplicant•s 
intrastate 
subscribers, 
considering 
current cost 

commission finds that the fair value of the 
properties used and useful ii'I rendering 
telephone service to its North Carolina 
considering original cost less depreciation and 
replacement cost by trending original cost by 
levels, is $31.913.601. 

(10) Applicant's net operating income for return at the 
end of the test period. and considering the· adjustments 
hereinabove described• is tl,729.517, result.ing in a rate of 
return on adjusted book value of 5. 7fll, which the Co■11ission 
deems insufficient considering the Applicant's current 
operating conditions. 

(11) The rate of return deemed necessary on the fair value 
of Applicant•s properties, with sound management, to produce 
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a f~ir profit for its stockholders, considering economic 
conditions as they exist, and pzrmitting Applicant to 
maintain its facilities ·and service and fllr-ther permitting 
Applicant to improve its service in accordance with the 
terms of this Order, thereby fulfilling its obligations to 
its customers, is 7-.53%, which s~id rate of return on fair 
value will afford Applicant an opportunity to realize 
ad<litional annual gross revenues of $1,445,003. The 
Commission deems this amount- of dollar return to the 
Applicaht· to be sufficient fOr it to c0111pete in the market 
for capital funds on u reasonable basis to its customers und 
stockholders.· This amount is a 16.04% increase over 
Applicant's present revenues and will c1fford the Applic.:lnt 
an opportunity to earn additional gross revenuss in·, the 
above stated amount, being approximately 59.32% of the 
increases requested by the Applicant in this proceeding. 
'l'he increuses requested by the Applicant in axcess of the 
above stated amount are deemed -to be unjust and unreasonable 
by the Commission. 

(12) 'rhe additional revenues provided by the increases 
herein approved will produce a total net oper,at1ng income of 
$2,~69,106 and will result in a returri on common e~uity to 
th8 Applicant of approximately 8.94%. 

{13) Applicant's present organization of engineering and 
plant funct_;.ions established in late 1969 will retard rising 
plant investment cost and maintenance expenses' and 
investraent per station it contends will be experienced by 
it. 'i'hc Commission Staff's study indicates and th? 
Commission finds that the Applicant's present engineering 
~esign; techniques and standards ·are efficient and 
economical. 

(14.) Applicant has made the following improvements in 
service to its subscribers in .its North Carolina operations: 
(a) toll operator an_swer time, (b) directory assistance 
,:;,ns\-/er time, (c) reducing the number of trouble initial 
reports pt:!r 100 stations, (d) in connection with the dial 
equipment service index, (e) reducing subsequent trouble 
reports and (f) in clearing times for trouble reports. 
While there has been improvement in the quality of servi-ce, 
there remains a need for additional improvements. The 
Commission finds that the overall quality of service 
afforded by the Applicant to its subscribers is on the low 
side of providing reasonab1y adequate service. The 
following specific service improvements are determined to be 
necessarily required to be completed on or before July 1, 
1972: 

(1) Reduce failure rate on local interoffice calls 
to a range of 2%. 

(2) Sustain serv.ice so the failure rate on intra­
office call~ is in the range of 1%. 
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(3} Provide answer time on repair service calls so 
that 901 or more are ansvE!red vithin 20 
seconds. 

(Q) Reduce fail ore rate on DDD calls so that the 
failure rate on originating DDD calls is less 
than s,;. 

(5) Maintain public 
more pay stations 
continuing basis. 

pay stations so that 90~ or 
are in working condition on a 

(6) Provide directory assistance service so that 
operator answer time will not exceed 10 seconds 
on more than 151 of the calls. 

(7) Reduce total trouble reports per 100 stations 
so that the total trouble reports per 100 
stations per month do not exceed 6 for the 
North Carolina division. 

(8) Provide central office maintenance so that the 
Dial Equipment Service Index for each central 
office vill be consistently 94 or higher. 

(9) Reduce subsequent trouble reports and repeat 
trouble reports so that the percentage of 
subsequent reports and repeat reports vill be 
consistently belov 10,C. 

(10) Pro vi de trouble 
continuing basis at 
troubles during a 
hours from the time 
the company .. 

clearing so that on a 
least 951 of all reported 
month are cleared vi.thin 24 
the trouble is reported to 

(11) Provide service installation so that on a 
continuing basis at least 90~ of all regular 
service insta Ila tions are worked vi thin 5 days 
and service orders not worked by the due date 
and missed for company reasons shall be 
consistently in the range of 5,C or less. 

Based upon the foregoing Findings of Fact, the coamission 
makes the following 

CONCLUSIONS 

The commission concludes that the rate of return on the 
fair value of Applicant's properties of 7 .. 53,C vill afford 
the Applicant an opportunity to earn approEimately 
$1,445,003 additional annual gross revenues, being 59 .. 32'1 of 
the increases, as indicated in Staff Exhibit No. 1 and 
se .. q4~, requested by the Applicant. 

The total amount applied for by the Applicant is not 
supported by this record and vould produce a return greater 
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than that vhich could be 
Commission concludes that 
$1,445,003 are necessary 
Applicant on the fair value 

deemed just and reasonable. 
additional gross revenaes 

to provide a fair re turn to 
of its property. 

The 
of 

the 

The rates proposea hy the Applicant are concluded to be 
unreasonable and unjust to the extent they produce any 
increases in annualized revenue to the Applicant at the end 
0£ tlie test period in excess of $1',445,003. Accordingly, 
the Commission concludes that the Applicant has not carried 
the burden of proving that the entire increases requested by 
it are just and reasonable, and that only a part of the 
increases proposed as hereinabove stated has been supported 
by the evidence in this record. The rates approved 
consistent with the premises of this Order are attached 
hereto as Anpendix A in connection with the classifications 
of service a:'forded by the Applicant .. 

In regard to Applicant's dealings with Automatic Electric 
companv. the Commission concludes. that in connection vitb 
Applicant.' s dealings with AE. said company should for rate 
making purposes he limited to a return on common equity of 
1514 The commission concludes that AE's prices charged to 
th~ Applicant are unreasonable and excessive to the extent 
they produce a return higher than 151 on common equity. The 
excess profits adiustment of 1q7e.ooo is made necessary 
because of the close relationship existing between AE and 
the Applicant's North Carolina division which buys about 851,l 
to 95~ of its telephone equipment and supplies from AE. As 
a wholly-owned subsidiary of General Telephone & Electronics 
corporation, AE has been the leading supplier of telephone 
equipment to non-Bell companies. The dominant position of 
AE in the telephone equipment manufacturing market leaves 
only a few s111a 11 lov-volume non-affiliated manufacturers in 
the market with very little, if any. competitive forces 
available to them. Despite the Applicant's contention that 
competition does exist in this market, the com~ission is of 
the ooinion 3.Dd concludes that the method utilized in this 
pLoceeding of adjusting for ei:cess profits relating to the 
dealings between the Applicant and AE more nearly treats the 
operation of AR as another division or extension of the 
telephone operations of the Applicant.. It is, therefore. 
reasonable to subject AE to the same rates of return on 
common equity as are similar-type non-regulated companies. 
It is established lav in this State that the doctrine of 
corporate entity may not be used as a means for defeating 
the public interest and circumventing public policy. The 
principle was r~cently enqnciated in LfilLiele~-£~. 
2-YI?g. by the supreme court of North Carolina.. Although the 
intercorporate dealings in that case were not directly 
involved in the cOurt•s decision, abiding by t~at principle 
in this case, and with a thorough analysis of the record in 
this case, the Com~ission concludes that it is reasonable to 
deal with Automatic Electric company and the Applicant for 
rate making purposes as one company subject to regulation by 
this commission~ 
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T be commission staff evidence indicates that the A.pplican t 
as of the end of the test period had excess plant margin in 
central office equipment amounting to approximately 
$1,380,680. This figure vas based upon Witness Clemmons 
determination that a 2 1/2 year engineering interval vas a 
reasonable time period within vhich to plan and engineer 
equipment additions and to obtain and make operational 
appropriate equipment in that regard. This order reduces 
that figure by 50~ in viev of the commission•s opinion and 
conclusion that a portion of this equipment is being 
consumed an~ utilized in the service improvement program 
which is ongoing and imminent with respect to the 
~pplicant 1 s operations. 

In view of the exclusion of the Creedmoor-Butner-Durham 
EAS plant, which expenditure vas construction beyond the 
test period in accordance vith L.filLW~RhQ!!.LCase, §!U?ll, 
the adjustments in this Order of the Staff's recommendation 
regarding excess plant margin and excess profits resu1ting 
from intercorporate transactions vith AE, the following 
method vas utilized by the commission in this proceeding in 
reaching its determination as set forth herein in regard to 
Applicant's net investment in plant: 

Operating Revenues 
Operating Expenses 
Depreciation 
Ta:res-Other than InCOme 
Taxes-State Income 
Taxes-Federal Income 
Investment Tax Credit-Net 

Total operating Expenses 

Net Opera t.i ng Tncome 
Add Annualizing Factor (5. O 174) 
Net Operating Income for RetUrn 

Investment in Telephone Plant 
Telephone Plant in service 

Less Depreciation Reserve 

Net Investfflent in Telephone Plant 
Less lntercorporate Excess Profits 
Net Investment Adjusted 

~aterials ~ Supplies 
cash (1 Month of Expenses) 

Less: Federal Income Tax Accruals 

Total Allowance for v/c 

Net Investment Plus v/c 
Net Investment Plus v/c-Adjusted 

$9,011,448 
4,130,999 
1, 8Ki5,301 
1,061,2511 

lJ0,203 
194,458 

92 ,3117 
7,36Q,562 

1,6lJ6,886 
82,631 

1,729,517 

]7,2116,338 
. 6,72ll,475 

30,521,863 
978,000 

29,543,863 

493,694 
360,139 

(290,525) 

563,308 

31,085,171 
JO, 107,171 

In connection vith this rate proceeding, the App1icant, as 
reflected in witness Wahlen•s testimony, has requested that 
the Commission authorize it (1) to establish certain rate 
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groups, (2) to set up an arrang~ment for the orderly 
progression of exchanges into appropriate rate groups as the 
calling scope of the exchanqe either increases or decreases, 
(3) to eliminab~ a 11 zone charges for all grades of primary 
service vi thin the exchange areas prior to completion of its 
schedule service improvement program sanctioned by the 
Commission, and eliminating the zone charges at that time as 
previously ordered by the Commission, (4) to package private 
?lranch exchange services,. (5) to convert all remaining 
mileages, such as extensions and local private lines, to 
airline measurement instead of circuit measurement, (6) to 
begin charging for rotary service provided primarily to 
businesses. As reflected in Appendix A attached to this 
Order, beinq the schedule of rates approved by this 
Commission in regard to the classification of subscribers 
served by the Applicant, items 1 and 2 above are disapproved 
and Request 3, 4 and 5 are approved. The amount vbich the 
Applicant requested he charged for this service, there being 
no charge previously, has been reduced by the commission as 
reflected in Appendix A. 

Based upon the entire record of this proceeding, the 
Commission concludes that the rates to the extent approved 
herein are just and reasonable to the Applicant and to its 
customers an~ stockholders. To the extent that Applicant's 
request exceeds the increases alloved by this order, its 
proposed rates are concluded to be unjust and unreasonable. 

This order does not alter requirements of any outstanding 
Order of the Commission. 

The quality of service of the Applicant or any other 
public utility has meaning only in relation to the financial 
condition of the Company offering the service, the demands 
of the public and the·cost of the service. The extent to 
which these criteria are i-elevant varies from one public 
utility to another. 

The Commission has fully considered the testimony of the 
public witnesses vho testified in this proceeding. While 
the quality of telephone service afforded by the Applicant 
to its subscribers in the Durham-Creedmoor-Butner exchanges 
has improved since its last general ra·te proceeding, the 
commission concludes that Applicant's overall level of 
service is on the lov side of reasonably adegua te service·. 
Pursuant to this commission's responsibilities under 
applicable provisions of lav, contained in Chapter 62 of the 
North Carolina General Statutes, that this Commission has 
vithin its regulatory responsibility the pover to compel 
adequate service of any utility, the Co11.mission concludes 
vith respect to the Applicant in this proceeding, that 
certain specific and well-defined levels of service should 
be set forth as reasonable requirements vhich the coemission 
and tbe subscribers of the Applicant can expect of this 
company, and a reasonable time-frame should be established 
within vhicl), to permit the Applicant to attain the 
prescribed levels of service. The Co11mission is of the 
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opinion that should the Applicant fail to comply vitb the 
service improvement provisions of this Order, the Commission 
should give serious consideration to issuance of shov cause 
proceedings as to whether statutory penalties should be 
involcer1.. Tbese service improvement provisions are regarded 
as indenendent of other requirements by the commission vhicb 
relate i:o secvice in prior orders and particularly, the 
improvement by the Applicant of its ·subscriber service to 
one party in~ividual service by December 31, 197]. 

IT IS, THEREFORE, ORDERED as follows: 

[1) That 
hereby is, 
provisions 
respects .. 

the application in this docket be, and the same 
approved insofar as it is consistent vith the 
of this Order and is disapproved in all other 

(2) That Anplicant be, and the same hereby is, authorized 
to file and make effective on all bills rendered after 
June 1, 1q7i, its tariffs containing rates and charges in 
accordance with the rates and charges contained in Appendix 
A attached hereto and incorporated herein. 

(3) That Applicant be, and the same hereby is, required 
to comply vit:h the SEecific service improvement requirements 
in this order by not later than ,July 1, 1972. 

Issued by order of the Commission. 
Tbis 11th 1ay of nay, 1971. 

HOFTH CAHOLINA UTILITIES COHftISSION 
(SEAL) Katherine !"I. Peele, Chief Clerk 

commissioner ~coevitt will file an opinion concurring in 
part and dissenting in part. 

APPP.NDIX ttA.n 

GF.NEFAL TELEPHONE COl"IPANY OP THE SOUTHEAST 
S'l' ATE O"'F' NORTH CAROL IHA 

!l!!.filNES[_S EPV !fl: 
one-Party 

DOCKET NO. P-19,SUB 115 

LOCAL EXCHANGE SEil'VICE RATES 
DU RRA!'I & CREEDl"IOOF EXCHANGES 

Private Branch Exchange Trunk 
Semi-Public 
'J'vo-Part.y 
Four-Party 
flulti-Party 
Extension 
Private Branch Exchange Extension: 

Commercial 
Converted to Hain PBX Stations 

Rotel-l'!otel 
Converted to Hain PBX Stat.ions 

$20.00 
35.00 
30.00 
18.50 
17.00 
15.50 

2.50 

2.50 

' 2.25 

' 



~ill~_§.ERVTC!l 
One-Party 
Two-Party 
Four-Party 
ftU I ti-Party 
Extension 

TELEPHONE 

$ 7.30 
6.50 
s.so 
5.05 
1 .25 

See official Order in the Office of the Chief Clerk for 
complete Appendix "A." 

DOCKET NO. P-19, SUB 115 

WELLS, COffftISSIONEB, DISSENTING: 

Digest of Testimony 

The so-called "Digest of Testimony" set fort.h in the 
~ajority order leaves much to be desired. It is difficUlt, 
if not impossible, to retrieve from the "Digest" a clear 
rec;tpitulation of the rate base, operational expenses, cost 
of capital, and rate of return testimony offered by the 
~pplicant, the Tntervenors and the commission Staff. In 
this context, the order is poorly written and difficult to 
follow and reflects either haste or a lack of comprehension 
of the basic implications of the evidence adduced at the 
hearing. 

( a) Puhl ic Witnesses: 

One of the more glaring omissions in the "Digestn has to 
do with the testimony of public witnesses, taken at a full 
day of hearings in Durham. The able and conscientious 
counsel for interTenor, City of Dorhat1, accommodated both 
the commission and the Company by effectively organizing 
public witnesses for the purpose of illu~trat:ing and 
illuminating some of the company's more serious service 
shortcomings. l'lany of these witnesses vent into 
considerable detail, relating months of frustrated effort to 
achieve effective and efficient disposition of their service 
complaints. For instance, a number of these witnesses 
testified that a single service complaint resulted in a 
number of appointments (often biokenJ vith company employees 
and repeated visits by company service personnel to remedy· 
fairly simple problems. l'lany others testified as to 
numerous billing errors by the company vhich were extremely 
difficult to correct, often indicating that the Co11pany 
could not or vould not trace the source of the billing 
errors, leaving customers vith little or no conviction that 
their telephone bills could be accepted in the future as 
being substantially correct or fair. 

'l'he majority order treats these substantial customer 
complaints as mere fly-specks on the telephone table and for 
all practical purposes ignores their very presence. Small 
vonder the public seldom bothers to make their views knovn 
to this Commission, fOr it is small thanks they get for 
doing so. The Comaission is well aware of the years of less 



RATES 505 

than satisfactory service endured by the customers of this 
Company in the Durham area. This order, in effect, admits 
these circumstances: but the reading of this order would 
never lead you to believe that the Intervenors or the public 
vitnesses made any contribution to the record in this case. 

(bJ Witness Smith: 

Staff witness smith presented lengthy and detailea 
testimony relating to inter-corporate transactions between 
General Telephone and Electronics corporation (GT&E), the 
parent company of General Telephone Company of the Southeast 
(Applicant). This testimony revealed that GT&E more or less 
controls purchases of equipment and supplies by Applicant; 
and further, that prices paid back to GT&E (or its 
manufacturing subsidiary, A. u toma tic Electric company) vere 
not truly competitive, but vere comparatively high. The 
majority order gives scant insight into this testimony, but 
later uses it for a conclusion to reduce plant investment. 

(c) Witnesses Clemmons and Cash: 

In lengthy and dE:tailed testimony, Staff vitnesses 
Clemmons an-1 cash analyzed plant facilities, design, 
engineering, construction, investment, and adequacy and 
efficiency of service. A.gain, the majority order skims 
lightly over this evidence and leaves the reader vith little 
or no insight as to vhat the record actually says. Vital to 
this evidence is the staff testimony as to excess plant 
invest.ment, high per station investment, deficiencies in 
~aintenance and design, and shortcomings in service. 

(d) Rate-base: 

The "Digest" is particularly diffic111t to follow on rate­
base evidence. It dces not disclose the time sequence for 
plant investment, relating particularly to the heavy 
expenditures in recent years: nor the rapid escalation in 
recent years of per-station investment. The net investment 
and fair value is difficult to trace and ferret out. 

(e) cost of capital! 

Here., the "Digest" cupboard is quite bare, telling nothing 
of vhat the record shows on cost of capital, equity-debt 
ratio, etc., hence there is no disclosure of the manner in 
vhich the commission arrived at its ra·te of return on 
equity. 

Findings of Fact and Conclusions 

(a) Rate-base: 

The commission should have 
reco~mended by Staff witness 
margin. When Clemmons gave 
aware of what was needed and of 

alloved the full adjustments 
c le mm ans for excess plant 
his testimony, he vas fully 
the plans to go to all one-
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party service. He acknowledged all of tkis and still 
maintained that there was an excess of five-years• margin in 
central office trunking equipment. contrary to the majority 
order Finding (No. 6), it is ~Q.! apparent that any portion 
of tbis equipment vill be utilized in the immediate future. 

Staff witness Smith convinced me that transactions betveen 
Automatic Electric and Applicant reflect excessive profits 
to GT&E and shou·ld be adjusted so as to allow a ll!i.BY.! of 
121 return to AE, rather than the rather generous 1SJ return 
allowed by the majority. Neither the evidence nor good 
judgement justifies the 15% allowed. 

(b) Revenues and Expense: 

The recor:1 indicates wasteful management and service 
practices. The 111aiority has accepted the Applicant's 
operational expenses per se as being reasonable, based 
{apparently_) upon sound management. The record cast doubt 
in this area, and vbile not conclusive, leaves ample room to 
find and conclude that operational ez:penses could and should 
be trimmed in the future, mainly out of a higher level of 
operational efficiency. 

Assuming plant investment is to be reduced (as the 
majority ord~r does, only not enoughl, there should be a 
corresponding reduction in depreciation ez:pense. 

~evenues have been adjusted to reflect a staff recommended 
grovth factor, reflecting an annual grovth of income based 
on a station qrovth factor of 5% per year. This is 
unrealistic and seriously understates the Applicant's future 
revenues. The Company is rapidly progressing to an all one­
party system, these changes taking place· on a current 
schedule. This vill, of course, enhance station revenue 
considerably. Toll revenues are already graving at a rate 
faster than 5%, and with the advent of a higher percentage 
of one-party stations vill escalate at an even higher rate. 

(c) Rates and services: 

The lavs of this State, as set forth in chapter 62 of the 
General stat.11tes, and as interpreted by our courts, require 
that public utilities provide adequate, efficient and 
economical service. Rates must be .&iir to the consumer and 
adequate for a f~i.!: rate of return to the investor.. A fair 
rate to the consumer is inescapably tied to good service. JI. 
fair return to the investor is inescapably tied to sound and 
efficient management. The public policy is not to guarantee 
a fair rate of return to investors in public utility 
companies, but to provide rates under vhich, by sound and 
efficient management, the utility has the Ql!fil)ttuni.U to 
earn a fair return. Service (the product) comes first; 
rates {the price) follow. It makes little economic or 
regulatory sense to say "Ve vill set a rate and then see 
vbat ve can give you for itn. It does make sense to say 
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"here is the service being offered and here is the rate it 
is worth" .. 

The majority order finds service to be short of the mark -
not at a "fully acceptable" level., It even considers these 
failings so serious as to hold out the threat of statutory 
penalties. J\nd yet, in the face of all this, it grants a 
161 rate increase, following which it sternly orders service 
to be brought to the mark 1!l months later. 

Hy conclusions are that the ~ajority has missed the point. 
This company - General Telephone of the Southeast - has a 
golden opportunity in North Carolina; an opportunity to 
provide e1:cellent service and to earn a sound rate of 
return. But it has clearly not yat achieved either goal. 
The rate of return allowed. by the maiority is not 
sufficient. The rate increase allowed is not justified at 
th is time. 

The residents of 
from this company. 
fairly for it ~hgn 

Durham county want good 
They are apparently 

they get .!~-

telephone service 
willing to pay 

I conten~ that the Commission should have reached a 
careful. detailed, fair rate base; that it should have then 
reached an~~.§..!!!!~[ fair rate of return and rates to generate 
such rate of return: that it should have given the company 
not more th:in 6 months in which to put its service house in 
order; and that this order should have provided for fair 
increased rates at that time. predicated upon a shoving at 
that time of required service improvements. 

Circumstances require me to comment that this dissent vas 
hastily composed, though not lightly taken. Due to illness. 
I v as precluded from participating in the commission - Staff 
discussions leading to the majority order and have found it 
necessary to compose this dissent vithout benefit of those 
discussions. Othervise, I vould hope that this opinion 
might have been both better organized and more enlightening. 

Hugh A. Wells, Commissioner 

DOCKET HO. P-19, SOB 115 

P!cDEVITT, CONP!ISSIONEP, DISSENTING IN PART A.ND CONCORBING 
IN PART: The evidence presented by the Commission Staff and 
corroborated by public witnesses shovs that the quality of 
telephone service provided by General Telephone company o.f 
the Southeast at Durham-Creedmoor vas not at an acceptable 
level at the time of the hearing. I disagree vith the 
majo'I'ity order finding that service 11 is on the· low side of 
reasonably adequate" and the characterization of service 
deficiences as "service improvements •••• determined to be 
necessarily required to be completed on or before July 1, 
1972." 
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Having thus lightly treated the serious service 
deficiencies vbich are well documented in the record, the 
majority fixed rates calculaten to provide a fair return to 
General Telephone as if telephone service vere at a fully 
acceptahle level. In my judgement a substantial part of the 
additional rever.ues which were allowed by the majority order 
should have been withheld pending proof that the company has 
eliminated service deficiencies and meets the reasonable 
service standards recommended by the Staff. 

The maiority action in giving the company until July 1, 
1972 to correct its service deficiencies while it enjoys 
rates calculated to provide a fair return on investment is 
not 1ustifie1 in light of the performance of the company. 
Three years have elapsed since the 1968 rate and service 
hearing in which General Telephone's rates were increased 
and it. vas ordered to make extensive improvements based upon 
findings of seriously inadequate service. The company had 
ample time within which to have taken the required action 
for it t.o nov h;J.ve full)" acceptable telephone service. Some 
improvements have been made but service is still inadequate, 
a rate increase has been granted as if service were adequate 
and the como~ny has been given anotbeL year - to July 1, 
1972 - to accomplish what is lontJ overdue. 

General Telephone's pa~ent and ovner, General Telephone 
and Elect.conics Corporation, is the largest independent 
telephone companv in the United States vith the resources 
and knowledge whiCh makP. it inexcusable for it to nov have 
inadequate ~nd deficient teleohone service after fourteen 
years of ownership incltiding t.he three-year period since the 
1968 bearinq in which inadequate service vas established. 
Furthermore, the record shows that General Telephone did 
relatively little to develop the telephone System ft"om the 
date of acquisition in 1g57 until the year 1966. As a 
result, pl~nt investIDent and maintenance expenses per 
station havn risen dramatically in recent years during the 
period of hi.qhe.st labor and material cost while the company 
has made abnormally large investments to overcome plant 
deficiencies at.trib11table to t.he lack of orderly planning 
and develop'Dent vhicb vould have spread the cost of 
development. over a longer period and permitted more 
efficient application of capital. The result is that the 
public is now ~aced wit.h higher telephone rates than would 
otherwise bP necessarv. 

I dis;iqre~ with the majority action allowing only SO~ of 
the recommend.ad staff ad;ustment of $1,380,000 for excessive 
central office equipment and trunks. 'In arriving at its 
$1,380,000 adjustmP.nt, the staff first allowed for 
sufficient plant margin to cover a reasonable engineering 
period of ?.-1/2 vPar::; and then determined the cost of excess 
central office equi~mcnt and trunks beyond that period. The 
ma;ority states ~hat its adjustment of $690,340 was made 
11 be:causP.- a portion of equipment considered t.o be excess 
margin dnriwr the test neriod vill be utili-zed in service 
im.prcvement pro!Jram of the applicant in the immediate 
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futur~. 11 The ,language, 11 will be _utilized ••• in the immediate 
future, 11 is vague and indefirtite in contrast to the staff 
evidence which is definitive- and reasonable and in the 
absence of facts to the contrai"y constitutes the logical 
basis for the fuil adjustment of $1,380,ooO. Approval of 
excessive plant margin encourc::ges unjustifiable inflation of 
the rate base and wasteful use of resources. The impact on 
the rate payer is that it distorts the relationship bet\·1een 
investment and revenues making it appear thnt the company is 
earning less on its investment than is actually the case. 
•rhe plant found by the Sta~£ to represent excessive margin 
should properly have been excluded from the rate base, or on 
the alterriitte, the total revenues should have been adjusted 
upward to reflect future earnil'lgs of the excessive plant as 
it becomes used and useful. 

I would concur with the majority order in allowing 
additional gross revenues of $1,445,003 if a substantial 
amount thereof were with held pending the elimination of 
telephone service deficiencies and a further adjustment 
bas~d upon an elimination from plant investment and a rate 
base of the $1,380,000 in excess central office equipment 
and trunks. 

John W. Mc Devitt, Commissi onzr 

DOCKET NO. P-29, SUB Gl 

BEFORE 'rHE NORTH CAROLIN.~ U'l'ILITIES COHMIS~ION 

In the Natter of 
Application of Lee Talephone Company, Martinsville, ) ORDER 
Virginia, for Authority to Increas~ its Rates and ) ON 
Charges Within the Area it Serves in North Carolina ) REMAND 

BY 'l'HE COMMISSION: 'l'his cause comes on for further 
consideration by the Commission in accordance with the 
Opinions and Judgements of the North Carolina Supreme Court 
filed on the 18th day of November, 1970, Utilities 
Commission v. Morgan, 277 N.C. 255, and on the 10th day of 
March, 1971--;- on rehearing, reviewing the Opinion and 
Judgement of the North Carolin.:i Court of Appeals filea on 
May G, 1970, in the above entitled action, and the Judgement 
of the North Carolina Court of Appeals filed on the 24th day 
of March 1971, all of which reversed the Order of this 
Commission entered in this docket on the 28th day of July, 
1969, and remanded the matter to it for further 
consideration iri accordance with said Opinions upon the 
present record or after such further hearing as the 
Commission shall deem proper. 

By Order 
matter was 
applicant 
authority 
rates it 

of the Commission dated December 22, 1970, this 
.set for Oral Argument upon Motion by the 

filed on December 11~ 1970, requesting certa~n 
for the continuation· of the collection of the 

was then collecting until final determination of 
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the cause, and tci afford the parties hereto an opportunity 
to be heard on the proced~re to be adopted by the Commission 
for determination of the proceeding herein on remand from 
the Supreme Court. No action was taken by the Commission on 
the applicant's said Motion for the reason that the case was 
at that time before the North Carolina Supreme Court upon 
Petition by the applicant for a Rehearing Of the decision 
render~d by said Court. At said proceeding the parties 
stipulated and agreed that the two (2) members of this 
commission who were not members of the Commission at the 
time of the original hearing herein, should read the record 
and participate fully in the further proceedings, 
consideration and determination of this matter. 

It is noted that thirty (30) days have lapsed since the 
filing of the final Opinion and Judgement of the North 
·Carolina Supreme Court and the action of the North Carolina 
Court 9f Appeals reversing and remanding the matter for 
further· consideration, and that no party hereto has made any 
filings, motions, requests or statements of intent. 

Upon consideration of the entire record, the evidence and 
testimony presented and received during the cour~e of the 
hearings, and the Opinions and Judgements of the North' 
Caroliha Supreme Court filed on the 18th day of llTovember 
1970, and on the 10th day of March, 1971, the Commission 
concludes that there is sufficient evidence of record from 
,vhich it can and should proceed to a determination of the 
issues in the cause without further proceedings, and, 
therefOre, makes the following 

FINDINGS OF FACT 

1. Lee 'r~lephone Company, under and in accord ,.,i th the 
law::; of the State of North Carolina, is authorizi:!d to do 
business in this State as a duly created and existing 
corporation with headquarters located in Martinsville, 
Virginia. Central •relephone and Utilities Corporation 
purchased controlling interest in the common capital stock 
of Lee in October 1965, and has operated the company since 
that time. Lee is a public utility providing general 
telephone service in both North Carolina and Virginia. The 
Company (Lee) serves 48,389 stations, of which 10,278 
(21.24%) are located in North Carolina. and· are served_ 
through ·seven (7) exchanges, located at Danbury, Madison, 
Stoneville, Walkertown, Walnut Cove, Quaker Gap, and Sundy 
Ridge. 1'he Company (Lee) added 595 stations to its system 
in this State during the twelve (12) months' period ending 
May 31, 1958. 

2. •rhe increase in rates and charges p·roposed by Lee are 
for local service in this State, and does not involve toll 
rai:.es. The proposed increase is designed to produce 
$239,973 in additional gross revenue, of which $99,633 would 
accrue to the Company•s use as additional net income after 
taxes and expenses. The average percentage increase 
propos~d is 43.85%, which would add an average of $23.35 in 
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add'itional charges annually for each station in North 
Carolina f.or local service. 

3. The test period used by the company and the Staff vas 
the same and included tbe twelve (121 month period ending 
l'!ay 31, 1968, upon vhich their computations and results were 
based. The oeriod used and the methods of adjustment are in 
compliance vith G. s. 6 2-133. 

4. Allocations to the North Carolina operations of Lee 
from its total oper~tions used by the Company and the Staff 
vere for all practical purposes the same. They assigned 
gross plant and depreciation reserve accounts between the 
tvo (2) States on the basis of physical location of the 
same, except for the commonly used headquarters building, 
vbicb was ~!located on the basis of the ratio of plant 
located in .North Carolina, applied to joint-use floor space .. 
Operating revenues vere allocated to the State in vhich 
earned, except for toll revenues, which were allocated on 
the basis of the origin point of the call, which resulted in 
an allocation to this State of 17 .. 76'r. of the Company's total 
gross revenues, or $847,886.. Pe venue :1 ed uctions were 
assigned to t:he State where charged, except for indirect 
erpenses for the Jlfartinsville, Virginia, and Lincoln, 
Nehraska, headquarters with reference to vhich the partie5 
used the ratio of total stations to stations per exchange in 
allocating in'lirect charges for local service billing and 
accountinq ex:PP.nses and the ratio of total tickets to 
exchange tickets for toll billing and accounting expellses. 
Company capital structure and capital service requirements 
are alloca te-i to North Carolina in the same ratio as net 
plant therein locateil, i .. e .. , 21.6!. 

5. No original cost study figures were presente<\.. 'Y'he 
plant inve:=;tment fiqures used both in t.he Staff's 
nresentation and the company's presentation are unaudited 
book figures. They represent original costs only to the 
ext.ent the Company's hooks have been kept in a qenerally 
uniform manner ha.sea. on actnal costs.. This has been done 
since 19 i:;o, from which time continuing property recor1s 
perrnit reasona~le verification .. The evidence discloses no 
serious variance pt'ior to this time. Accot'dingly, foe 
purposes of this case, adjusted book cast figures LP.asonably 
represent oriqin~l cost fiqures .. 

6. 'l'h~ difference hetween the Staff's net end-of-period 
investment an1 that of the company, after reflecting the 
proposea. increase in rates, is r1ue to the fact that the 
Company did not include the credit effect of income tax 
accruals, which amounts to $28,!J69. Therefore, t.he 
Company's end-of-period gross plant and plant under 
construction vas ~5,J1.1,339, with an applicable depreciation 
reserve of $1,2JU,290, and a vorkinq capital allowance of 
$11 A,597 foe a net end-of-the-period investment of 
tu,1q?,61J6, while the Staff's evidence produced figures in 
t.he amounts of $5,312,766; $1,2!JS,088; $90,UIB~ anil 
$4,15~,121, respectively. 
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Ve find that the reasonable net book investment for Lee 
Telephone- Company's utility plant used and useful in 
rendering telephone service in this State at ~ay 31, 1968, 
is $4.158,121, and 1:hat this figure reasonably represents 
the depreciated origin.al cost, including plant under 
construction in the amount of $318,052. Deducting plant 
under -construction from the above figure, we find that the 
reasonable net bOok investment for I.ee Telephone company's 
utility plant used and useful in rendering telephone service 
in this State at !ay 31, 1968,. is $3,840,069, and tlat this 
figure reasonably represents the depreciated original cost 
thereof. 

7. The Company evidence tended to shov that the gross 
trended original cost of its allocated North Carolina 
utility plant is S6,017,320, vith a trended depreciation 
reserve attributable thereto of S1.Q83,549, for a net 
trended original cost, including plant under construction 
and vorking capital allowance of $5,009,100. Deducting 
plant under construction ($318.052), we .find the trended 
original cost of said plant after depreciation to he 
$1J .691,048. 

8. Having fully considered and given full weight to all 
of the evidence and the matters herein found as set forth 
above and below, ve further find the fair value of Lee 
TelePbone Company's public utility property used and useful 
in providing the service rendered to the .public within this 
state to be S3,A22,3Q3, at the end of the test period. 

In arriving at the above fair value of said property, ve 
find the components of the same to be as follows: 

(a) Plant installed 
$3,400,000, vhich 
value in the 
hereinafter found 

in 1965 and prior years to be 
is less than the recorded book 
light of the inadegua te service 
to exist during the test period. 

(b) Net plant additions for 1966 to be $187,303. 

(c) Net plant additions for 1967 to be S7fl8, 195. 

(d) Net plant additions for January-Kay 31, 1968. to be 
$61 o, 973. 

(e) ~llovance for working capital to be S109 ,027. 

(f) The reserve for depreciation to be.!1,233,155 (vhich 
is a deduction item and is based on the ratio of book 
plant cost and book reserve for depreciation). 

9. The evidence presented by the Staff and the company 
is that the Company's annual gross operating revenues at the 
end of the test period after accounting adj ustaents were 
seri7,886, and after accou.ntiog and pro forma adjustaents the 
Company's evidence shows suCh revenues to be $1,010,988, and 
the Staff's evidence reflects such re•enues to be 
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$1,013,260; ve find the Coapany•s a'nnual gtoss operating 
revenues at the end of the test period to be $1,013;260. 

10. The evidence as presented sho~s company gross 
Operating revenues under the proposed rates, ( 1) by the 
co■pany to be s1,2so,001, and (2) by the staff to be 
$1,247,971. Ve find annual gross operating revenues under 
the rates hereinafter found to be reasonable and approved 
vould be $1,079,014~ 

11. B'e find actual, reasonable and .1e·gitimate total 
operation and maintenance expenses to be $430,044 fro■ 
eYidence presented by the Company, and the Staff shoving the 
same to be $1134,144 and SqJ0",0114 respectively. 

12. Annual depreciation expense evidence by the company 
shovs an expense of $206,01Ii,. and the evidence by the Staff 
shovs the same to be $20ll,. 837. we find the reasonable 
annual cost consumed by depreciation is $204,837. 

13. The Company and staff evidence places annual taxes 
under the present and the proposed rates as follovs: 

By company 
By Staff 

Present Rates 

$169,596 
$161,337 

~osed_!a,.!.fili 

$308,926 
$298,160 

We find a reasonable and· actual annual tax liability to be 
$161.337 under the present rates and $298,160 under the 
proposed rates, and that under the rates hereinafter found 
reasonable and ap·proYed: that the Company's annual tax 
liability is estimated at $199,666. 

14. The Company• s evidence shows a net operating income 
for return of ~216,990 under present rates and $316,673 
under the proposed rates. The staff shows $233,326 and 
$333,009· respectively. The evidence of the company and 
Staff in this connection includes interest charged to 
construction, vhich 11.ust be ded·ucted. Allowing for all 
operating revenue deductions herein fauna reasonable. ve 
find the company would have net operating income for return 
of $248,452 under the rates hereinafter found reasonable and 
approved, which excludes interest charged to construction in 
the amount of $12,306. 

15. Capital structure allocated to North Carolina as 
heretofore found shovs total capitalization of $4,.139,.575,. 
consist~ng of $1,720,656 long-term debt (41.57'r;) at interest 
rates va·rying from 3,: to 6-3/81; equity Capital (311.431) 
total.ing $1,425,319 and comprised of S5lt2,439 i.n common 
capital stock; $207,623 in premium on common stock and stock 
erpe.oses; and $6-75• 257 in ear·ned surpl.us; and short-term 
debt 12q.o,:i of $993,600 at 6~ and 6-1/~, of vhi~h $367,200 
is in advances from the parent company. 
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16. Lee• s reasonable annual fixed charges are $88.353 for 
lOng-term debt and S62,316 for short-ter■ debt,· for a total 
annual actual and reasonable debt service requirement of 
$150,669. 

17. Applicant is earning 5.74~ on its co■■on equity 
attributed to North Carolina operations under present rates. 
The company would earn 12.731 on its common equity under the 
proposed rates and, in •iev of the inadequate service being 
rendered by the Company at the end of the test period as 
hereinafter found, vill be permitted to earn 7.66'1 return on 
ca■ mon equity under the rates he£einafter found reasonable 
and approved. 

18. The Company is earning a rate of return on the fair 
Talue of •its property as herein found of 5.781 under present 
rates; it vould earn 8.391 under the _proposed rates, and 
vill be able to earn 6.501 ander the rates hereinafter found 
reasonable and approved. 

19. Giving full consideration to all the evidence, facts 
and circumstances in this case., ve find a fai_r rate of 
return on the fair value of the co11pany•s utility property 
is 6.50%. Normally, a higher percentage rate of return on 
the fair value of the property in the range of 7.00'1 would 
be found· just and reasonable and allowed by the Commission; 
hovever, ve find a lover 6.51 rate of return to be jnst and 
reasonable in this case in the light of the inadequate 
ser•ice being rendered by the company as hereinafter found. 

20. Rates as proposed by the coapany would permit the 
Company to earn, in addition to the i;easona.ble operating 
revenue deductions herein found, a rate of return of 8.39% 
on the fair value of the company's property herein found. 
To the extent such proposed rates produce, in addition to 
the reasonable operating revenue aeauctions herein fauna, a 
rate of return in excess of 6.501 on the fair value of the 
Company's property as herein foona (i.e., $3,822,343), such 
rates are excessive, unjust and unreasonable. Rates charged 
in accordance vith the schedule hereto attached and marked 
Appendix "A" and m'ade a part hereof, vill permit the company 
to earn, in addition to the reasonable operating revenue 
dedtictions herein found, a fair rate of return on the fair 
value of its public utility property used and useful in 
providing the service rendered to the public within this 
State and constitute rates that are just and reasonable, 
bo1:h to tbe applicant and to the public, considering the 
inadegua1:e service shown at the public hearing, as 
hereinafter found. 

21. The quality of service rendered by Lee Telephone 
Company in this State is shown by the record to be 
inadeguate, and is so found. In a ■easure, the Company 
conceded the overall justification for service complaints 
and sta1:ed its plans and intentions for improving its North 
Carolina facilities in the near future. The inadequate and 
poor guality telephone service offered by the applicant in 
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this State relates to many factors such as the nature, size 
and extent of the territory served, the fact that the 
telephone facilities when acquired by Central Telephone and 
Utilities Corporation in 1965 were engineered in such a way 
as to engender such service, the plant was inadequate and 
inefficient and, therefore, many of their problems were 
acquired upon purchase. However, we find from the nature 
and extent of the complaints made and from statements and 
testimony of company representatives that the service being 
rendered by Lee is substandard, and that such grade of 
service reflects the failure of the Company to take those 
steps necessary for the improvement of toll service, local 
central office service,· proper maintenance and the reduction 
of unsatisfactory multi-party main station service as is 
economically feasible, as well as its failure to eliminate 
traffic overloads on toll trunks, extended area service 
trunks and central office equipment groups, and its failure 
to take sufficient action to improve transmission and reduce 
noise levels. 

22. Centel Service Company is a wholly owned subsidiary 
of Central Telephone Company, which Company is a subsidiary 
of Central Telephone and Utilities Corporation, as is Lee 
Telephone Company. Centel Service Company was 'incorporated 
in Delaware in June 1967. Said Company was primarily 
engaged in processing orders from its operating affiliated 
companies (including Lee) for items of supplies and 
equipment used in their respective operations during the 
calendar year 1968. As of December 1968, Centel Service 
Company had about 700 different items. of materials, supplies 
and equipment warehoused at four locations in this Country, 
one being in Martinsville, Virginia. During the calendar 
year 1968, Lee's purchases for its North Carolina operations 
from Centel Service totaled $542,751, which generated ·a net 
profit to Centel in the amount of $39,621 for a rate of net 
profit at 7.3%. Total sales by Centel Service during the 
year amounted to $13,222,551. There is no evidence in this 
record relating to comparative prices from other supply 
outlets. 

23. This Commission entered its initial order in this 
case dated July 28, 1969, wherein the Commission approved a 
schedule of rates and charges contained in Appendix aA" 
attached thereto and incorporated therein to become 
effective on all bills rendered on and after August 1, 1969; 
subsequently, the Attorney General and Protestant moved the 
Commission to stay the effective date of its above Order, 
which Motion was denied; subsequently, the Attorney General 
of North Carolina and the Protestant petitioned the North 
Carolina Court of Appeals for a Writ of Supersedeas, seeking 
to stay the above Order of this Commission and the effective 
date of the rates therein approved, which said Petition was 
denied by said Court by Order dated August 25, 1969; said 
Order of the North Carolina Court of Appeals also provided, 
"that the proposed consent order be considered as a Motion 
in the Cause; that Lee Telephone Company put into effect 
such accounting procedures as may be necessary to enable it 
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to make any refunds that may be required upon final 
determination of this matter, and that it be so certified to 
the chief Clerk of the Nottb Carolina Utilities Commission"; 
Petition for Certiorari prior to decision by the court of 
Appeals vas denied by the North Carolina supreme Court by 
its order dated 21 January 1970; the initial order of this 
Co~mission dated July 28, 1969, vas reversed and remanded by 
the North ca rolina Supreme court (see Y..t.i!i.ti,g§ ~!!!i§§l.2n 
X• .&!m!!.!!., !~ll!U. ~~. Snpr~); Lee Telephone Company 
bas collEcted rat.es on billings on and after August 1, 196CJ, 
vhich vere authorized hy said order of this Commission; and 
that the rates so collected, to the extent that they 
ezceeded the rates herein found to be just and reasonable, 
are unjust, unreasonable and unlawful and must be refunded 
with interest at 61; per annum to the ez:tent that. said rates 
so collected exceeded the rates established by this order. 

24. Some 
those of our 
fol loving-: 

comparison of the findings in this order and 
initial order dated Jaly 28, 1969, sbov the 

Initial O!dg,~ - Remand Ord~£ 

Additional Annual 
Gross Revenues Requested 

Original Net Cost of Plant In 
service 

Tr_ended Net original Cost of 
Plallt...,.__In Service 

Fair Value of Plant in Service 
Gross Annual Revenues At End of 

Test Period 
Additional Gross Revenues 

Approved 
Additional Net Operating Income 

For Return Under Approved Rates 
Total Operation and Maintenance 

Expenses 
Return on Equity Under Approved 

Rates 
Feturn on Fair Value Under 

(a) Present Rates 
(b) Proposed Pates 
(cl Approved Rates 

Percent of Bequested Increase 
Approved 

Percent Increase in Total Revenue 
Approved 

$ 239,973 

$fl, 158,121 

ss, 009, 1 00 
$4,500,000 

$1,013,260 

$ 11.11 ,870 

$ 59, 174 

$ 430,044 

9. 8 9,; 

5.191 
7.401 
6. 50~ 

59. 111 

13. 9 91 

CONCLUSIONS 

$ 239,973 

$3,840,069 

$11,691,948 
$3,822,343 

$1,013,260 

$ 65,754 

$ 27,432 

$ 430,044 

7.66J 

5.781 
0.39,; 
6.50J 

27.401 

6.49~ 

1. Applicant, tee Telephone company, is properly before 
the Commission, which has iurisdiction over the applicant as 
to its utility rates and service in North Carolina and over 
the subject matter in these proceedings. 
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2. While both original cost and c-eplacement value of the 
company's utility properties within North Carolina have been 
consjdered, we conclude that neither constitutes a proper 
rate base. 'ife have, therefore, arrived at our ovn 
independent conclusion, without reference to any specific 
formula, both as to the fair value of the company's property 
and a fair rate of return on that fair value. 

3. The statutory rate-making formula is controlling in 
this matter. we have considered the substandard quality of 
service being rendered by Lee as one element bearing upon 
the value of its utility investment and the rate it should 
be permitten to earn, along with other factors, including, 
but not limited to, the nature. size and extent of the 
territory served. and the condition and level of its 
telepbone facilities when acquired by Central Telephone and 
Utilities Corporation in 1965. We further concl ode that it 
is our responsibility to require the highest standards of 
service consistent with reasonable rates. and that such 
responsibility can only he discharged vith reasonable regard 
to all facts and circumstances in each case and within the 
limits of the statutory rate-making formula. 

we have concluded, in view of the substandard quality of 
service being rendered by Lee during the test period, that a 
lover rate of return (6. 5'1) than normal {in the range of 
1.0,, is 1ust and reasonable in the instant case. 

'ii' E have further considered the level of service, 
engineering and maintenance as of the end of the test period 
of that portion of the Company's property. which was 
acquired, installed and in use during 1965 (the year of 
acquisition), and have found and concluded that the same has 
a fair value of $3 ,1100.000, lP.ss depreciation of !1,0titl.480, 
leaving a net fair value of $2.355.520. which is less than 
net book cost depreciated. 

Utili!i~2 Commission v. ~O!,MU, attorney ~!:ill, 277 N.C. 
255 (1970); and on rehearing 278 N.C. filed 10 l'larch, 1971. 

4. From the recorl1 in .this case, ve conclude that the 
telephone service being offered the public in North Carolina 
by Lee is inadequate and of poor quality. particularly, in 
the areas of toll service and local central ,office serTice. 
during the test period and at nay 31. 1968, the end thereof. 
Since our last Order in June 1968. in Docket Ho. P-29, 
sub Sta. the applicant has reduced the high percentage of 
unsatisfactory multi-party main station ser-vice from 381 to 
211. The progress made by the Company in this area is 
acknovledged; however. ve conclude that the company ■ ust 
continue its remedial action in all areas. One necessary 
factor in obtaining hetter service in the franchised area 
here involv~d is 111ore abundant and improved egu.ipment. we 
conclude that rates for a company rendering service which is 
substandard should be less than those for a company 
rendering an cldeguate level of service to the public. 
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5. That four (4) party service should be provided. on a 
flat-rate basis in viev of the fact that it vill become the 
hasic rural service after the multi-party service has been 
eliminated (not later than December 31, 1972) in accord vith 
the Order of this Com mission dated June 6, 1968, issued in 
Docket P-29, Sub 54. 

6. That the applicant should continue filing its semi­
annual reports relating to the quality Qf service being 
rendered in ceder to allov the Commission and its Staff to 
evaluate the Company's service and its improve(!lent. 

7. That the applicant should take action with all 
deliberate spee~ to provide adequate and sufficient 
telephone service to its subscribers vithin the rate 
structure herein found reasonable an:1 approved. 'l'hat the 
commission has and shall continue its surveillance of 
service heinq rendered and the service improvement program 
being conducted by the company. 

a. That the objectives of the Company as presented, in 
the areas of the elimination of traffic overload~ on toll 
trunts, extended area service trunks and centr~l 3ffice 
equipment groups, and in the improvement of transmission and 
reduction of noise levels on all trunks, as vell as the 
improvement in the efficiency of installing nev telephone 
service and providing regrades should be met as a minimum 
and exceeded as desirable. 

9. That the company should: (1} provide facilities as 
soon as feasible for the interception of individual numbers 
on party lines; and (2} implement its plans for service 
improvement as filed vi th the commission and as testified to 
in tbe bearing. 

10. In the Order issued by this Commission in Qocket 
No. P-29, Suh 54, the appl;cant vas ordered to file a 
schedule for the progressive reduction of -zone 11~leage 
charges so that such charges would be eliminated by December· 
31, 1<J72. Considering the lov density and rural area which 
Lee serves and their high percentage of party line service, 
ve conclude that it is not econo11ically feasible to 
eliminate such charges by that date without a large increase 
in plant investment which would result in much higher rates 
under our statutory rate-making formula. We further 
conclude that such total elimination of zone charges should 
be deferred until such time as the density of the Lee area 
and tee's .financial condition and strw::ture improves to a 
point that flat-rate service can be offered at a reasonable, 
just and acceptable rate. We, therefore, conclude that the 
target date of December 31, 1972, should be removed and 
eliminated, and that the Staff and commission should 
continue to review the matter with the viev to considering 
appropriate action in this area at such future tine as 
circumstances indicate and permit. 



RATES si9 

11. Ordering Paragraph 3 in Docket No. P-29, Sub 54 
required the applicant to file quarterly reports covering 
progress in upgrading service and the financial and 
operating conditions of the company. The information being 
received through these reports is also being filed on 
regular and monthly basis by the Company in accord vith 
other reporting requirements of the Commission. Ve, 
therefore, conclude that the continued filing of such 
quarterly reports required by the order is not necessary and 
that Such requirement should be eliminated. 

12. In vi~v of the benefits which are derived from larger 
operating units and our knowledge of the deficiencies in the 
North Carolina portion of the applicant's operation, we 
conclude that serious consideration should be given to the 
possible merger of all Horth Carolina telephone operating 
properties owned and controlled by Central Telephone and 
Utilities corporation into one North Carolina telephone 
operating company, vhich voutd effectiTely join the present 
North Carolina· oortion of Lee Telephone company and Central 
Telephone ComoanY into one operating unit in this state. To 
that end, ve further conclude that the Applicant, Lee 
Telephone Company, and its parent corporation, central 
Telephone an1 Utilities Corporation, should continue to make 
feasibility studies of such a possible merger, and that the 
Commission should continue its surveillance of these 
operations in order to insure that sncb a merger is effected 
at the earliest feasible date. 

13. That the evidence presented justifies the rates and 
charges herP.in found reasonable and approved, and does not 
at this time ;ustify the cancellation of all or any part of 
the franchise heretofore granted by this state to Lee 
Telephone Company. 

14. The level of profitability of the Centel Service 
Company on its purchasing and distribution of materials and 
supplies for its affiliate, Lee Telephone company, requires 
that the Commission take notice of this type of 
relationship. such transactions must be consummated vi thin 
a true arms-length environment if their results are to be 
accepted without adjustment or in-depth scrutiny. The 
commission c=,,nnot permit parent holding companies to use 
affiliate ::ompanies as a d~vice for transmitting an 
urireasonable level of profits to such parent holding company 
from goods or services supplied the operating company by vay 
of an affiliate company (G. s. 62-153}. It. is the duty of 
the operating telephone company to prove that the prices it 
has paid for goods and services received from an affiliate 
are no greater than voul~ have been paid through true arms­
length bargaining, and in fact lover prices should 
necessarily- be the result. In the instant proceeding, the 
reasonableness of the level of prices charged and paid was 
not clearly demonstrated and no in-depth study was made by 
the commission Staff due to the fact that Centel Service 
companv had been in operation aoproximately one year ~t the 
time of the hearing. No adjustment is being made to the 
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rate base or in the operating expenses <lue to these int.e['­
company transactions, and the Commission is not approving or 
disapproving the level of profitability of the transactions 
between these tvo affiliates. Re conclude it to he 
appropriate for this commission to reserve for fut.urP. 
consideration any need for investiqation and possible 
adjustments which may properly arise therefrom in connection 
vith inter-affiliated cOmpanv transactions. 

15. ffe conclude that the effect of the action of the 
Rorth Carolina supreme court, in !!!i1i!i~5 ~Q.!missi~~ ~­
nor~n, Supr~, in reversing and remanding the initial order 
of this Commission, was to declare the rates therein f01md 
by this Commission to he un;ust. and unreasonable and, 
therefore, unlawful; ve have further found and ve c:::>nclude 
that the rates herein approved are just. and reasonable and, 
therEfore, lavful; that the rates chargen by tee Telephone 
Company during the period August 1, 19n9, to the effective 
date of this order, to the extent that such rates and 
charges excegded the rates and charges herein approved, must 
he refunded vith interest at the rate of 6% per annum; ann 
further conclude that such refund should be made by check to 
eacli ratepayer at the earliest possible d.1te, an~ within a 
reasonable period of time, and in any event, not later than 
August 15, 1q71. 

Accordingly, IT rs ORDERED: 

1. That the appliCation 
hereby approved to the extent 
In all other respects the 
denied. 

in this docket he, and it is, 
of the rates approved herein. 
applic:1.tion is disapproved and 

2. That Applicant, Lee Telephone Company, is authorized 
to' file and make effective on all bills rendered on and 
after r,:ay 15, 1971, its tariffs containing rates and charges 
in accordance vith the schedule of rates and charges 
contained in Appendix: "A 11 attached hereto and incorporated 
herein. No mileage charges other than those herein approved 
shall be made applicable to the rates and charges hereby 
approved and authorized. 

3.. That the applicant may ill'mediately cease submitting 
reports required by Ordering Paragraph 3 of Order entered by 
this Commission in Docket No. P-29, Suh -54, on June 6, 1968. 

11.. That the requirements of Ordering Paragraph 5 in the 
order iss11ed by this Commission in Docket No. P-29, Sub 54, 
on June ·6, 1968, insofar as the same pertains and relates to 
the total elimination of zone 111ileage surcharges, be, and 
the same ar~, hereby rescinded, and that the commission and 
its Staff shall continue to reviev the matter of the total 
elimination of •Zone charges in the Lee service area vith a 
viev to considering and ordering appropriate action on the 
matter at such future date as circumstances indicate and 
permit. 
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5. That the applicant shall continue its feasibility 
studies of the possible merger of all North Carolina 
telephone operating properties ovned and controlled by 
central Telephone and Utilities Corporation into one Rorth 
Carolina telephone operating company and shall file with 
this Commission the details and results of such feasibility 
study along with its recommendations thereon upon request by 
this commission. 

6. That 
telephone 
implement 
Commission 

the company shall substantially improve 
service ln its franchised service area and 
plans for service improvement as filed vith the 
and as testified to in the hearing in tbiS case. 

7. That the Company shall refund to its customers in 
lump sum, by check, all revenues vhich it received from its 
said customers cluring the period August 1, 1969, to !'lay 15, 
1971, which exceeded the rates and charges contained in 
Appendix "A" attached hereto and incorporated herein, to the 
extent of such excess, plus interest at the rate of 61 per 
annum; and that. said refunds shall be made at the earliest 
possible date, and within a reasonable period of time, and 
in any event, not later than August 15, 1971. 

ISSUED BY ORDER OF THE COMMISSION. 

This the 11th day of l'!ay, 1971. 

NO~TH CAROLIN~ UTILITIES COMMISSION 
Katherine"· Peele, Chief Clerk 

(SEU) 
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MONTHLY LOCAL EXCHANGE RATE-GROUPIOOS 

~ 

1-Pty* 2-Pt;y* 4-Pt,y** H-Pty "''· 1-Pty* 
' 

$12. 70 $11.15 $ 9.65 $ 7.85 si.1s $ 6.60 

13.20 11.65 10.15 8.35 1.75 6,95 

13.95 12.40 10.90 9.10 1. 75 ·1. 35 

14.80 13,15 11.65 9.85 1.75 7.80 

15.80 14, 15 12.65 10,85 1.75 8.30 

Within Bose Rate At"e11 

** This service provided only outside the Base Rate Area 

Residence 

2-Pty* 4-Ptv** H-Pt;y Eio:t, 

$ 5,65 $ 5,30 $ 3.45 $1.25 

6.00 5. 70 3.65 1, 25 

6.40 6.10 4.05 1.25 

6.85 6.55 4.50 1.25 

7, 35 7,00 4,95 1.25 
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Lee Telephone Company 
Docket No. P-29, sub 61 

HOHI!!!!Y LOCAL EXCHANGE RATES 

~ 

1-et:z• 2-etx• •-et:z .. M-et:z ""'· 
Danbury (Group l) $12. 70 $11.15 $ 9.65 $ 7 .85 $1. 75 

M;;,dison (Group 2) 13.20 11.65 10.15 8.35 1. 75 

Sandy Ridge (Group 2) 13.20 11.65 10.15 8.35 1.75 

Stoneville (Group 2) 13.20 11.65 10.15 8.35 1. 75 

Walkertown (Group 5) 15.80 14.15 12. 65 10. 85 l. 75 

Walnut Cove (Group ll 12. 70 11.15 9.65 7.85 1.75 

Quaker Gap {Group 2) 13,20 ll.65 10,JS 8 .35 1, 75 

Within Base Rate A_rea 

•• Thii; service provided only outside the bai;e rate area 

Residenca 

1-12t~ 2-etx* 4-1:!j;:z*" 

$ 6.60 $ 5.65 $ 5. JO 

6.95 6.00 s. 70 

6.95 6.00 5. 70 

6.95 6.00 s. 70 

8.30 7. 35 7.00 

6.60 S.65 s. 30 

6.95 6 ,00 s. 70 

M-etll'. 

3.45 

3~65 

3.65 

3.65 

4.95 

3.45 

J.65 

""'-
$1.25 

1. 25 

1.25 

l. 25 

l.25 

1.25 

l, 25 

"' "' w 
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Lee Telephone company 
Docket Ho. P-29, Smb 61 

ZONE ~ILEAGE CHARGES 

ftiles Outside 
l!sl§LJ!il!L!~.ru!. 1-Party 
QJ:fil; 'l'hJ:12.11$! aQ!!.L~~ 

0 - 1 /2 0.60 
1/2 - 2 1/2 2. 50 

2 1/2 - 4 1/2 3. 75 
q 1/2 - 6 1/2 s.oo 
6 1/2 - A 1/2 6.25 

For each additional 2.0 mile 
zone or fraction thereof 1. 25 

Docket No. P-29, Sob 61 

2-Part.y 
Zone chargg§_ 

0.40 
1.ao 
2.55 
3.30 
4 .05 

o. 75 

WELLS, COffftISSIONER, DISSENTING. This case has generated 
much useful and helpful discussion, but it is none-the-less 
characterized by delay and frustration. The company's 
application was filed on October 2, 1968, and the hearing 
held March 4-7, 1969. TbuS, from date of origin, the matter 
has been in litigation for over two and one-half years. 

It would, therefore, be an easy thing to say that this 
case is an example of what is wrong vith regulatory 
processes: expensive litigation, long delays, uncertain 
results. In a sense, such an evaluation is accurate; but, 
it would indeed be calculated upon an easy approach. It 
would, therefore, be a great pity for this litigation to 
fail to achieve some very positive results, so that the lon.g 
delay and involved litigation may in the end become a 
milepost of regulatory law, rather than milieu of regulatory 
lapse. 

In the beginning, the commission majority made some basic 
mistakes, resulting in the need for this State's highest 
tribunal to twice consider the matter and twice instruct the 
commission of its error. It no11 appears that the commission 
majority has failed again to heed the basic tenets of Public 
Utility tav as written by our Legislature and interpreted by 
our courts. 

Tlie Public Utility tavs of North Carolina are carefully 
structured to achieve a balance of powers and interest: The 
paver of the sovereign to grant "franchises" or monopolies 
to certain economic enterprises and the interest of the 
public in the benefits to be expected from the artificia1ly 
restricted sources of supply. The theory of this 
arrangement and its only justification in a democratic 
society - is ~hat service to the l)Ublic will be superior. 
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To be sure, there are other facets of the arrangement vhicb 
go to make up its success - or failure - but service to the 
public is the heart of the matter, the keystone upon which 
the entire structure depends, for it may be assumed that 
absent this suoerior service flowing to the public, the 
sovereign must respond to the public need by instituting a 
different arrangement. 

Vhat, other than service, are the other critical facets of 
the public 11ti lit y monopoly? A.s in all business enterprise, 
capital (investment) is a basic ingredient, for vithout it, 
the enterprise cannot operate, and our Public Utility Lavs 
have recognized this facet and made provision for it. 
-.not.her basic aspect of the matter is management, for it is 
a2:io111atic that all businesses must have management.. Last, 
but quite important to all concerned, the facet of rates 
fills out the scheme. 

The Public Utility Laws 
identify these four facets 

of Horth Carolina do simply 
they go on to quantify them .. 

Hence, the statutes and the decisions of the courts speak 
to and of just and reasonable rates, sound management, fair 
value of property (investment) and reasonable rates of 
return thereon., and adequate and efficient service. The 
matter can hardly be better put than in the Statutory 
Declaration of Public Policy adopted by the North Carolina 
General Assembly as enunciated in G. s. 62-2, peclaratifill Q~ 

Public Poll,,£!. 

~s set forth there, and as reiterated in other sections of 
chapter 62, the decisions of our courts and of the courts of 
the United States., the hall11ark of Public Utility Lav is 
service: adequate service, efficient service, economical 
service. All el~e must ultimately be structured, managed 
and resolved in this conte2:t and upon the predicate of 
service. 

To the customer vho is poorly or badly served, it is vain 
and empty to speak primarily to the niceties of fair value 
and return on investment and painful to speak of increased 
rates. But where service is good, i.e • ., adequate, efficient 
and economical, the customer may be e2:pected to accept the 
fair return on investment and rates that go vith it .. 

The record in this case is clear on at least one point -
Lee •s service was bad. It had been bad for a long time. It 
vas bad when the subject application for increased rates vas 
filed; it was bad during the test year; and it vas still bad 
vhen the application came on for hearing. The bad service 
vas due to bad management: management vhich had failed to 
provide necessary facilities and had failed to properly 
maintain the equipment and facilities on hand. 

Bad service resulting from poor management can obviously 
be corrected by sound manageaen t, and it can be assumed that 
even sound management might reguire more funds in order to 



526 TELEPHONE 

provide good service. The problem in this case boils down 
to whose fU,!!.~.§? 

The initfa.l maiority order responded to the problem by 
reguirinq additional customer funds, in the form of higher 
ratEs, to assist management in providing good service. It 
structured these higher rates according to its 
interpretation of the statutory rate-making formula by 
adopting its version of the fair value o.f tee •s properties. 
on appeal, the Supreme Court has found that version of.fair 
value to be erroneous and has made it abundantly clear that 
the error in valuation is in part attributable to the 
service factor. 

The record and the court•s opinion leave no doubt that 
Lee's properties, related to their service function, vere 
substantiallv over-valued. 

All this brings us to this point. Rhen tee came before 
the Commission in March 1968 the then e:z:.isting rates vere, 
by lav, presumed just and reasonable. The burden vas 
therefore upon Lee to prove to the Commission that increased 
rates vere justified. rt failed to carry this burden. The 
sophistication of the rate-making formula and the majority's 
insistent recapitulation of fair value cannot provide the 
cure for bad service related to bad management decisions and 
practices. Lee simply was not entitled to a return on those 
properties which vere, in the ultimate sense, of little or 
no value to the ratepayers - either because the old 
properties were inadeguate for the customers• reasonable 
needs or poorly maintained, or the new properties hastily 
acquired and apparently not sufficiently assimilated. The 
fair value of Lee's properties, when evaluated in the 
conteit of their usefulness in providing adequate and 
efficient telephone service vas, in fact, much ~mi than the 
dollar amount assigned to them on the books of the Company, 
and this is vhat the commission should have found. 

Upon a proper finding that the fair valae of Lee's 
properties vas substantially 1ess than that shovn on its 
books, it follows that a substantial portion of its 
depreciation expense should have been disallowed. 
Depreciation erpense, not reflecting money actually spent, 
but being a bookkeeping device by vhich the integrity of the 
investment is sought to be maintained, such e:z:pense should 
not he allowed on that portion of properties found to be not 
contributinq to the function of service. 

Based upon such findings as to the value of property and 
the correlative adjustment in depreciation allowance, the 
Commission could have and should have concluded that Lee 
vas. during the test year. earning a fair and adequate rate 
of return on the properties then being efficiently and 
usefully devoted to providing the telephone service for 
vhich its subscribers vere paying. Instead of following 
this course, the ma1ority has taken out of the rate base the 
vork under copstruction (vhich vas cl"early required by the 
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supi:eme court's opinion), has reduced the book. value of the 
old plant (installed up through 1965) by $70,000.00, trended 
the nev plant according t.o the Company's figures, and 
thereby reached a rate base not substantially different from 
that found iti the initial order, except for the deletion of 
the plant under construction. 

The milepost of regulatory lav has not been erected by the 
majority. The result of the majority order vill be to 
impose upon the subscribers additional rates in the sum of 
$66,000.00 annually in order to give Lee's stockholder (its 
parent company) an additional $27,.000.00 annual return on 
its investment. Hov much better for all concerned vould it 
have been for the Commission to have st.a ted firmly and 
clearly that higher or increased rates foe public utility 
companies in North Carolina must in all cases be predicated 
upon adequate, efficient and economical service. 

This dissent does not speak to the present. 
place here for speculation vhat the situation 
vitb Lee Telephone company and its customers. 
is upon the record made in March 1968, and upon 
the case for any rate increase must fall. 

There is no 
may now be 
This iU ssen t 
that record, 

Hngh A. Hells, commissioner 

DOCKET NO. P-31, SUB 85 

BEFOHE THE NORTH CAROLINA UTILITIES COftftISSION 

In the ftatter of 
Application Eor Adiustment of Rates 
and Charges for Lexington Telephone 
Company 

ORDER ALLOWING PORTION 
OF RATE INCREASE 

PLACE: 

BEFORE: 

APPEARANCES: 

county Building Auditorium, Center street, 
Lexington, N. c.,, Harch 16, 17 & 18, 1971; and 

Resumed Hearing in Commission Hearing Room, 
Raleiqh, North Carolina, April 2, 1971 

Chairman Harry T. Westcott, 
commissioners John R. rtcDevitt, 
Wooten, Hugh~- Wells and Miles H. 

presiding, 
Marvin R. 

Rhyne 

For the Applicant: 

F. Kent Burns 
Boyce, ftitchell, Burns & Smith 
Attorneys at Lav 
P. o. Box 1406, Raleigh, North Carolina 27602 

P. G.. stoner, sr. 
stoner, stoner & Bowers 
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Attorneys at Lav 
P. o. Box 356, Lexington, North Carolina 

F"or the Intervenors: 

Robert B. Smith, Jr. 
Attorney at Lav 
P. o. Box 551, Lexington, North Carolina 27292 
Foe_:: Va yn e H. Shoaf 

For the Using and Consuming Public: 

I. B. Hudson, Jr. 
Department of Justice 
,Justice Building, Raleigh, North Carolina 

For the Commission Staff: 

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

BY THE C0Hl'fTSSI0N: on August 14, 1970, Lexington 
Telephone Company, P. o. Box 808, Lexington, North Carolina 
(hereinafter called "Lexington Tel. Co."), filed an 
Application with the Commission for authority to increase 
its local monthly telephone rates and to reduce its charges 
for service out.side the base rate service area., by changing 
from mileage charges to zone charges. The Application 
includes increases of $583,870 in monthly charges, with 
reductions of $35,313 in zone mileage charges, resulting in 
a total increase in revenue applied for of $5!JB;563 .. 
rnci:::eases in other services included increase in semi-public 
coin telephone guarantees from $8.70 to $22 .. 50 and increase 
of non-published and non-listed telepJ:i.one numbers from 50¢ 
to $1.00. 

The increases proposed in monthly telephone rates, 
compared vitb the present telephone rates, ace as follows: 

§.ll§ing~L~~~~1~~ prese.n!. fmI?.~tl AI!!.2!!.DJ:_Qf 
-l!A!:!L_ _!!!,~- l!l~.r~ 

One-Party $7.70 $15. 00 $?.JO 
Two-Party 6.75 12. 00 5. 25 
Pour-Party 5. 25 ,o. 95 5. 70 
Five-Party 5.25 9. 50 4. 25 
Hulti-Pacty 4.50 B. 45 3.95 

Residence Service 

One-Party •.60 7. 85 3.25 
Two-Party 3.75 6. qo 3.15 
Four-Party 3.10 6. 50 3. 40 
'Five-Party 3. 25 6.20 2. 95 
!'!ulti-Pacty 3. 10 5. 50 2.4 0 



one-Party 
Tvo-Party 
Four-Party 

E_roposed 

one-Party 
Tvo-Partr 
Four-Party 
Five-Party 
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Mileage and Zone Charq~~ 

$.63 per 1/4 mile or fraction (airline) 
• 32 per 1/ll _ mile or fraction (airline) 
.40 per 1 mi1e zone beginning 1 mile 

beyond B.R.A • 
• 25 3-1/2 miles from BR A to Service Area 

Q.=2 Hil£2, 
Ex:2~ 

$.75 
.35 

.CL.!1!1~§ 
From BB.!_ 

$1. 50 
.70 
• 40 
.25• 

$2.25 
1.05 
.so 
.25• 

-Zone is 3-1/2 miles from BRA to Service Area Boundary 

other seryices E~§~n! 

Semi-Puhlic Coin Telephone Guarantee SB. 70 
Non-Published and Non-Listed Telephone 

Numbers .50 

$22. 5 0 

1.00 

The Commission being of the opinion that t.he Application 
affected the interest of the consuming public in the area 
served by Lexington Tel. Co., by order of September 1, 1g10, 
suspended until further Order of the Commission the proposed 
effective date of Lexington Tel. co. •s requested increases, 
declared the proceeding to be a general rate case under r,. s. 
62-133., and set the matter for investigation and hearing in 
Raleigh., North Carolina., on March 16, 1971.. Upon request of 
customers of Lexington Tel •. Co • ., the place of hearing vas 
subsequently moved to the County Building Auditorium., Cent.et" 
Street, Lexington, North Carolina. 

Petitions to Intervene 
Wayne Shoaf., a customer., 
ri:organ., Attorney General., 
consuming pub lie. 

were filed and duly allowed for 
and for the Honorable Robert 

on behalf of the using and 

The public bearing began in Lexington, Horth Carolina., on 
!!arch 16., 1971. 

on gotion of counsel fo:c the intervenor Vayne Shoaf for a 
Co11tlission viev of the nev office buil.ding of Lexington Tel. 
co. under construction during the test period, and no 
objection being made., the Commission granted the view of the 
building, to be made at the close of the testimony. 

Lexington "l'el .. co. filed proof of publication of Notice of 
the Rearing and Notice of change of Place of Rearing .. 

During the hearing the applicant Lexington Tel. Co .. 
offered testimony and evidence as fo1lovs: 
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William c. Rarris, President of Lexington Tel. Co.,, 
identified an~ explained certain exhibits attached as part 
of the Application, and offered in support of the 
Application, including a ~able of Present Rates, Proposed 
Bates., Fair Value of Telephone Plant in Service,, 
construction Pro;ects as of the en~ of the Test Period on 
August 31, 1970, Fair value Rate Base, and Schedules in 
Support of the Fair Value Rate ease and cash-vorking 
Capital. t1r. Harris testified regarding revenues and 
expenses, net operating income, operating revenues and 
expenses as adinsted for accounting adjustments and· other 
pro forma adjustments, accounting adjustments, pro farina 
adjustment.s, rat~ of return,, and rate of return on common 
equity. !'Ir. Harris testified that Lexington Tel.. Co. had 
investment in telephone plant at original cost of 
$7,232,493, less depreciation of S2,07J,q56, plant under 
construct-ion, including nev building, $1,259,561, materials 
and supplies $257,551, cash working capital $217,668, for a 
tot.al original cost of plant, depreciated, including plant 
under construction, materials and supplies and cash working 
capital of t6,893,817; that the trended value of the 
telephone plant vas $9,808,600 and, after rle'luction of 
depreciation in addition to plant under construction, 
matei::ials and supplies ant! cash "orking capital, gave a fair 
value of the plant. of $8,731,400; that the company had total 
operating revenues of $1,886,224 for the 12-months ending 
August 31, 1970, and after expenses · and taxes had net 
operating income of $405,579; that after the proposed rate 
increase of $583,B76 and after all adjustments for station 
grovth and for modification of taxes and other expenses 
resulting 1:hernfrom, the company, under the proposed rates, 
would have net operating income for return of $605,275; that 
under the oresent rates the company had a ratio of net 
income to net original cost of plant of 5.99%, and return on 
fair value of plant of 4.729~; and that after the propose .. d 
ratEs the company would have a rate of return on net 
investment of B. 779~ an'1 on said fair value of plant a 
return of 6.932%; and a return on equity under the proposed 
rates of 12.762~-

A .. L .. Groce, consultant for Lexington Tel. co., identified 
exhibits and offered testimony as to book cost of telephone 
plant, trended cost of telephone plant, net investment in 
telephone plant, total capital obligations, revenues and 
expenses, accounting adjustments and proforma adjustments 
thereto, rate of return, measures of inflation, increase in 
t:elephone plant investment per main station, an exhibit of 
cost of construction, rate of return on capital obligations 
and rate of return, assuming rate increase. ~r. Groce 
testified that the company had net income of $343,476 under 
the present rates; would have net income of $599,823 under 
the proposed rates;_had a negative return of .29i at the end 
of the test period on common equity under the present rates 
and vould have $276-,335 in net income for common equity 
under the proposed rates, vith return after the increase of 
8.74,; on net orir:1inal cost of plant, 6.91,: on fair value of 
plant per petition,· 7 .. 27~ on estimated. fair value of plant 
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per Groce testimony, 8.631 on total capital obligations and 
13.65,C on· common equity. 

Bernard J. Campbell, general auditor of Lexington Tel. 
Co., testified in support of and identified company Exhibits 
3 through 11 which vere filed with the commission on 
December 21, 1970, as follows: original cost of plant, 
trended value of telephone plant in service, telephone plant 
vitb depreci,tion accounts, materials and supplies, cash 
working capital, operating income for return, operating 
expenses, balance sheet, rates of return under present and 
proposed rates on original cost of plant and fair value of 
plant. 

The Commission Staff offered testimony as follows: 

Gene A. Clemmons, Chief Engineer Telephone Servicer 
testified as to the results of his investigation of service 
rendered by Lexington Tel .. co.; including investigation of 
complaints filed vith the Commissionr and testified that his 
field reviev and analysis of service indices indicate that 
the overall level of service provided by Lexington Tel. co. 
is reasonably good. Mr. Clemmons further testified the 
company should take action to implement a continuing traffic 
study programr increase the frequency of the routine 
maintenance schedule for the texinqton Tel. co. main officer 
provide further training for central office equipment menr 
make periodic measurements of transmission loss on DDD calls 
and eliminate held regrade applicationsr as vell as 
eliminate all five-party and multi-party service. He also 
recommended that the company make a current depreciation 
study to determine average service .lifer net salvage and the 
depreciation reserve for each plant account. Re further 
recommended rl depreciation rate of 1. 6,C, foe the nev business 
office building and a revised rate of 11.J" for the motor 
vehicle account. 

Norman Peele, Commission Accountantr testified as to his 
examination of the company• s books and records and his 
review of the companyr exhibits, incluaing review of 
revenues and expenses of the company the oriqinal cost of 
t.he plant in service, and his calculations of vOrking 
capitalr materials and supplies; and including revisions 
maae at the resumed hearingr testified that the net 
operatinq in::ome for return after adjustments vas $q17r578r 
producing a return of 7.681 on net investment in plant of 
~SrQ3Br167; that after the pcoposed rate increase, the 
company would have net operating inco11e of $656r216r 
producing a return of 12. 35J on net investment of the 
company. ~r. Peele excluded from net investment the 
construction work in progress of $1r200r000r including the 
nev office building construction of $923,000 .. ~r. Peele 
testified that the company had a return on common aquity 
under present rates of 2.821 and vould have a return on 
common equity under the proposed rates of 17.651. 
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William Cash, commission Telephone Enqineer, testified 
that he reviewed the telephone plant and the engineering and 
design of the telephone plant., and that the plant was vell 
designed from engineering and economic standpoints. Mc. 
Cash, however, strongly recommended that the company's 
buried plant constructio[I policy be expanded to include 
buried service drops along all buried cable projects. Mr. 
Casb testified that the major cause of telepho.ne service 
failure in times of extreme weather conditions, such as 
sleet storms, snov storms and strong winds, is failures in 
aerial drop plant. · 

Vern W. Chase, Chief Engineer Telephone Rates, testified 
that the new office building of the company under 
construction during the test period and partially occupied 
at tbe enr1 o': the test period vas only 73. s,; useful at that 
time, and the remaining 26.5% of the building vas excessive 
plant margin. /'tr. Chase further testified additional 
revenue from toll settlements vith Southern Bell Telephone & 
Telegraph Company would not be as great as originally 
estimated in the Staff's audit, and should be reduced to 
additional toll revenue of. $23,727. fir. Peele revised. the 
Staff Exhibits to reflect said reduced inco111e, producing net 
income available for return under the proposed rate increase 
of $666,216, with resulting return on net investment of 
12. 35% and return on common equity of 17.65%. The revised 
Sta ff Exhibit resulted in return on c'Jmmon equity under the 
present rates of 2.82%. 

The protestants presented the following witnesses and 
testimony: 

!!rs. H. E. Foust, Rural Holly Grove, testified that she 
appeared for 384 members of the Amalgamated clothing Workers 
of America vho obiected to the impact of the proposed rate 
increase because of the short work week in force at the 
clctbing plant in which they vere employed, and that the nev 
office buil-iing of the company vas an unreasonable 
expenditure, and on her personal telephone that her party 
line was often tied up in the evening. 

"rs. Aileen Swicegood, a customer, complained that while 
on a 1-party line she received other calls on that line. 

Mrs. Ann Sechrist complained of improper toll charges. 

Mr. Boyd Queen 
service and wanted 
1-party service. 

testi fled that 
1-party service 

he was on multi-party 
and could not secure 

Mr. Rov Sena testified that his 3-party phone vas busy 
approximately half the time and had noise and wrong numbers 
and other parties cuttinq into his line. 

Mr. Thomas Brink testified that he was 
wit b 5 telephones connected and had been 
for 1-pa rty service .. 

on 4-party service 
vai ting 10 years 
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All of the exhibits identified by the respective witnesses 
were receiver! int-o evidence .. 

BaseO upon the entire record of th.e proceeding, including 
t-est imony a n-'l exhibits., the Commission makes the follovi ng 

FINOTNGS OF FACT 

1. Lexington 'I'el. co.. is a duly fcanchised public 
utility !>Coviding telephone set"Vice to its subscribers 
throuqh exchangPs in Lexington, Welcome and Southmont., and 
serving the surroun~ing area of Davidson County., and is a 
duly created existing cocpor:ation under the lavs of the 
State of North Carolina and is pr:operlv before the 
Commission in this proceeding foe a detecmination as to the 
justness and reasonableness of its rates as regulated by the 
commission under Chapter 62 of the North Carolina General 
Statutes. 

2.. The total increases requested by Lexington Tel. co .. 
vould amount to t583,B76 additional gross annual revenue, 
and the total reductions applied for in mileage charges 
vonld amount to $35,313 in additional gross annual 
reductions, leaving the combined additional increase in 
annual revenues of $548,56l. 

3.. The test period utilized by all parties in this 
proceeding Wi\S the 12-months period ending August 31, 1970. 

4. The original cost of applicant's investment in 
telephone plant in service is $7,937.,186.,· less reserve foe 
depreciation of $2,100.,101, vith a net investment in 
telephone plant in service of $5,837,085. This finding 
includes in net investment $692,225 of the cost of the new 
office building of the company, being 75% of the total cost 
of the building .. The remaining 2si of the cost of the nev 
building is excluaed on the basis, and the commission so 
finds., that only 75'. of the space in the building vas used 
and useful at the end of the test period, and 251 of the 
building vas eicess margin over and above that needed by the 
company in providing telephone service in its service area 
under reasonaple mancigement practices at the end of the test 
period. 

5. That reasonable materials and supplies required f_or 
the operation of the business are $100, 79.'i i that reasonable 
cash workinq capital requirements are s229,3q4, of which 
$58,053 vill be available from accrued Federal taxes under 
the return approved herein, and the total vocking capital 
requirements are $272,135 .. 

6.. That the combined net investment in plant in service 
and working capital allowances are $6, 109., 220. 

7. That applicant's ope~ating revenues under the present 
rates are S1.,947.,986: and reasonable operating expenses are 
$1,549,555, leaving net operating income of $398,431. 
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8. That the ratio of net income under the present rates, 
as applied to the net investment in telephone plant of 
!i6. 129,3P.3, including working capital as adjusted for tax 
acct:uals 11nder oresent return and three-fourths of the 
office building, -is 6.5%. 

9. That after fixed charges on bonds, 
and short. term notes there remains $28,196 
rates for return on common ·equity of 1.681. 

preferred stock 
under present 

10. That the commission finds that the return on common 
equity of 1.681 is insufficient considering the applicant's 
current operating conditions and is insufficient for the 
applicant to compete in the market for capital goods and 
funds necessacy to maintain and operate its present plant. 

11. The Commission finds that the fair value of the 
applicant's oroperty rendering telephone service to its 
North Carolina subscribers, consi1ering the original cost 
less depreciation and considering replacement cost by 
trending original cost to current cost levels, is 
$7,000,000. 

12. The rate of return deemed necessary on the fair value 
of applicant's property under sound management to produce a 
fair profit to stockholders, considering economic conditions 
as they exist, and permitting applicant to maintain its 
facilities and service and further permitting applicant to 
expand its service in accordance with the standards 
estatlished by the commission, is 7.56%, vhich said rate of 
return on fair value vill require additional annual gross 
revenue of 1285,251 on test period operations. This amount 
is 521% of the increase applied for by the applicant in this 
proceeding. The increases requested by the applicant in 
excess of the above amount are deemed to be unjust and 
unreasonable by the commission and the additional revenues 
reguired by the rate of return established by this Order are 
deemed to be just and reasonable and to result in rates 
provided herein vhich may reasonably be charged by the 
applicant for telephone service rendered to its customers. 

13. The rate of return of 7.56,C on the fair value of the 
property allowed by this order vill provid0 a return on 
ccmmon equity after fixed ·charges of 9.5~, vhich the 
Commission finds is sufficient to allov the applicant to 
compete in the market for capital funds on a reasonable 
basis to its customers and stockholders. 

14. That applicant• s gross revenues under the rates 
approved herein, as applied during the test period, vould be 
!2, 231,237; that corresponding total operating deductions 
vould he $1,703,741, vith net operating income of $529,496. 

15. Lexington Tel. 
at the end of January, 
co■pany stations. 

co. vas holding 916 regrade requests 
1971, vhich is 5.351 of the total 
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16. 
had 2,: 
and 9,: 

At the end of the test period, 
of its main stations classified as 
classified as multi-party service. 

Lexington Tel. co. 
five-party service 

SUMMARY 

The kpplication of Lexington Tel. Co. in this proceeding 
seeks an increase in rates to produce $5Q8,563 of additional 
revenue (proposed increases of $583,876, less $35,313 of 
proposed decreases in mileage charges), from the customers 
receiving S2rvice at the end of the test period, on an 
annualized basis. 

The Commission has found as a fact that such proposed 
increase is unjust and unreasonable and will produce a 
return greater than a reasonable rate of return on the 
telephone plant in service and used and useful in such 
service at the end of the test period. The Commission 
further finds as a fact that the present rates of Lexington 
Tel. Co. are also insufficient to produce a fair rate of 
return to the company, and has found as a fact that an 
increase in t.he revenues in the amount of $2fl5, 251 
(resulting from total increases in monthly rates of 
$320,564, less $35,313 of mileage reduction) is necessary to 
~roduce a reasonable rate of return on the fair value of the 
company's property in service at the end of the test period, 
and that increases in rates to produce such additional 
revenue are ;ust and reasonable. 

The following Table, based on the Findings of 
the calculations for the !285,251 found to be a 
increase in the applicant's revenues from the 
this proceeding. 

Fact, show 
reasonable 
records in 

NET OPERATING INCO!'tE AND NEI' INCOl'IE COl'IPUTATIONS -
LEXINGTON TELEPHONE COftPANY FOR TEST PERIOD ENDING 
A.OGUST 11, 1970 - AYTER A.DJUSTrlENTS, AND EXCLUDING 

ONE-FOURTH OF BUILDING 

I!.!Ul 

Operating Revenues 
Operating Expenses 
Depreciation 
Taxes - other than 

income 
Ta'l'.es - Federal Income 
Taxes - State Income 
Investment Tax - net 

Total Operating 
Deduct ions 

Net Operating Income 
(Includes $8,436 
growth allowance) 

flila!!!_ 
_ RA!ll_ 

ll,_941, qR6 
882,342 
326,'369 

111,288 
109,770 

19,622 
--~!! 
$1,S!J9,555 

398,431 

17,115 
120,983 

16,088 

$154,186 

131,065 

! T APPfi.Q!!ill 
_-1!.!I!L _ 

.!.w.llLZJ.l 
882,342 
326,969 

191.1,403 
230,753 
35,710 

___ 3.J.,_264 

$1,703,741 

529,496 
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InvEstment in Telephone 
Plant in Service 
I.ess Depreciation 

Reserve 
Net Plant in Service 

TELEPHONE 

Plant 
7,937,.186 

2,100,.101 
5,837,,085 

~llovance for Working Capital 
ftaterials and Supplies 100,794 
Cash (45 days) 229,394 
Less: Federal Tax Accrual 

7,937,186 

2,100,101 
5,837,.085 

100,794 
229,394 

1 /6 _jTI._89.QL ~U _fil.,_.Q53) 

272,135 
Total Working Capital 
A llovance 292,298 

Het Investment & Working 
Capital Allowance · 6,129,383 

~atio of Earnings 
to Book Value 6.50'.S 
Fair Value of Property 
fair Value over Book Value 
Rate of Return on Fair Value 
COIIDIOD Equity 

$6,109,220 

B.67~ 
$7,000,000 

14.6J 
7.56~ 

$1,676,537 

RETURN ON CO~!ON EQUITY 
TEST PERIOD DATA - REVISED 

ITE.!1 

Net operat i 11g Income 
for Return 

other Income or Loss 
Income Available for 

F ii:ed Charges 

PixEd Charges 

PRESEN! 
_R!ll.L 

398,431 
_lhl!!!!l 

Balance after Fixed Charges 
Less: Preferred Dividends 
Balance for Common Egui ty 

396,076 

294 .296 
101,780 
-1Llll1 

28,193 

Com man Equity 
Return on Common Equity 

1,676,537 
1. 681 

CONCLUSIONS 

529,496 
..lZ .. J!!!!l 

527,141 

ll!!_.,_29§_ 
232,845 
..1J .. 1!!1 
159,258 

1,676,537 
9.5 0~ 

Based upon the Findings of Fact, as set forth above, the 
Commission makes the following conclusions: 

1. The Commissicn concludes that only 521 of the 
proposed rate increase is necessary to provide a fair rate 
of i:eturn to Lexington Tel. Co. on the fair Talue of its 
property in service at the end of the test period. 

2. The 
A pplica ti on 
the extent 

rates proposed by Lexington Tel. co. in the 
are found to be unreasonable and unjustifie.J to 
that they produce any increase on the annualized 
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revenue on the customers 
excess of $285,251 
$320, 56fl, minus mileage 

at the end of the test period 
(local monthly rate increases 
rate reduct.ions of S35.313). 

in 
of. 

3. The commission has found and concludes that 
construction of the new office building of Lexington Tel. 
co., at some distance removed from its former office and 
from its central office equipment, at a cost of $923,000, 
vas complete~ and the building vas partially occupied at the 
end of the test peri:ocl on August 31, 1970, and the building 
vas thus in service at said tiffie to the extent of the 
portion found useful, as hereinafter described, even though 
the final bookkeeping entries had not been made to reflect 
this action. The testimony of the Commission engineer is 
that 26.5~ of the square footage of the building is 
excessive margin, and the commission finds and concludes 
that- one-fourth of the building is not reasonably necessary 
for the present operation of the company nor as a reasonable 
margin for the foreseeable future, and that only three­
fourths of the cost of the building should be included as 
used and useful plant at the ena of the test period.. This 
reduction in the plant in service from that shown in the 
applicant•s service, together with the finding of a fair 
rate of return lover . than that contended for by the 
applicant, and reductions in the fair value of the plant 
resulting from e:z:clusion of one-fourth of the new office 
building and the finding of the fair value of the plant in 
service lover than that contended for by the applicant, have 
combined to reduce the amount of increased revenue necessary 
to produce a reasonable rate of return from that sought in 
the Application. 

4. Lexington Tel. co. is a closely held corporation and 
is a relatively small and, for the most part, a locally­
ovned independent telephone company. It has given the first 
offer of nev issues of voting common stock to its exiSting 
stcckholders ant\ has raised a portion of its more recent. 
equity capital through non-voting co11mon stock. It has 
secured some of its short term capital by sale of cum.ulative 
preferred stock arranged through the personal credit of 
three of its officers and directors. Its capital structure 
is influenced by such methods of financing and is not 
readily com.parable to utilities and telephone companies 
issuing all of their co■mon stock: and ather securities on a 
widespread public market. 

5. The Commission has found that the fair valne of the 
plant is S7,000,000 and that a fair rate of return on the 
fair value of the plant is 7.85~, bringing a net income for 
return of $529,496. This produces a ratio of net income to 
the original cost of the propecty of 8.51, and a return on 
common-equity of 9.51. 

6. The 
service to 
meet the 
provisions 

ability of Lexington Tel. co. to provide adequate 
its service area and to construct needed plant to 
increased demand for telephone service under the 
of the North Carolina lav requires that its 
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earnings be maintained at a le•el so as to attract the 
capital for such programs. The increased cost of providing 
service, including increased wages and increases in the cost 
of equipment and the cost of installing nev telephones vith 
the attendant cost per main station in the central office 
and in the cable design are amply shown in the record. 
Increased interest charges must be covered with sufficient 
funds remaining for dividends to attract investors in coamon 
egui ties. 

7. The reasonable ratio of common stock to total capital 
for the present eccnomic conditions for Le%ington Tel. Co. 
is 40% debt, 18,C preferred stock, 17'1 short tern not.es to be 
converted into additional debt or equities as the economic 
conditions indicate, and 251: common equity in com■on stock. 

e. Certain customers of Lexington Tel. co. have 
indicated complaints as to the adequacy of serYice, 
particularly in connection vith multi-party service and 
delays in receiving up-grades in service. The most frequent 
complaint vas delay in filling requests for 1-party service 
from customers vho are nov on 4-party and multi-party 
service. The commission• s telephone engineers• review 
indicated that Lexington Telephone Company vas providing 
reasonably good overall telephone service and is proceeding 
vith construction to meet regrade requests and nev service 
orders. The delays in upgrades of service in particular 
areas are being remedied by additional lines and central 
office plant in the continuing construction program. The 
Commission h~s considered the evidence of overall service 
and concludes that the grade of service rendered is adequate 
and is not a cause to penalize the return in this rate case; 
however, the commission takes notice of the recommendations 
of the Commission staff concerning areas of the Company's 
operations, including implementation of a continuing traffic 
study program, routine maintenance, training of central 
office equipment personnel, periodic transmission 
measurements on DDD calls, elimination of the regrade 
backlog, an,] elimination of all five-party and multi-party 
service. Such recommendations of t.be Staff should be 
implemented by the Company. 

IT TS, THEREFORE, ORDERED as follows: 

(1) Th~t the Application in this docket be, and the same 
is, hereby disapproved to the extent that the rates filed 
therein produce revenues in excess of those. approved in this 
Order, and it is approved to the extent of the portion of 
said rate increases necessary to ·produce the additional 
revenues for the rate of ret11rn approved in this order. 

(2) T~at the applicant be, and hereby is, authorized to 
file and make effective on bills rendered on and after Jone 
26, 1971, its tariffs containing rates and charges in 
accordance with the rates and charges contained in Appendix 
A attached hereto and incorporated herein, said rates being 
designed to produce additional re venue from increased 
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monthly charges of $320.564, and to provide reductions by 
elimination of monthly mileage charges and installing 
reduced zone charges in lieu thereof for a ceduction of 
.!35,.313, vi th a net increase in total revenues of $2B5, 251, 
based on test year operations .. 

(31 That the Applicant file vith the commission on or 
hefore July 1, 1972, a depreciation study indicating average 
service life, net salvage and depreciation rate for each 
plant account, and a study shoving the depreciation reserve 
(actual or theoretical) for each plant account, upon which 
the Commission will base and establish a depreciation 
schEdule for the company .. 

(Q) That the Applicant shall eliminate all five-party and 
multi-party service by December 31, 1972, and shall reduce 
the regrade backlog to 11 or less of the total stations by 
December 31, 1972. 

(5) That the company shall advise the commission by 
December 31, 1971, of its action to implement a continuing 
traffic study program, training of central office equipment 
tiersonnel, more frequent routine maintenance for the 
Lexington main off ice, and a con tinoi ng program of DDD 
transmission measurements, and use of buried service drops. 

Issued by order of the commission. 

This 25th day of .lune, 1971. 

HORTH CAROLINA. UTILXTIES COl'UUSSION 
Katherine n. Peele, Chief Clerk 

(SUL) 

APPENDIX "A" 
LEXING~ON TELEPHONE COftPANY 

DOCKET P-31, SUB 85 

PIONTfft.Y RA.TE SCHEDCJLE 
LEIINGTON-SOUTHMONT-WELCO!E EXCH~NGES 

BU SINES~ 

One 'Party $12.70 
Tvo Party 10. so 
Four Party 7. 50 (1) 
Five Party 7. so (2) 
ff ult.i Party 6.00 

!Mllll!~l 

One Party 5. 95 
Tvo Party 5.1 O 
Four Party 4. 45 
Five Party 4. 60 (2) 
ftolt.i Partv 4.45 



TELEPHONE 

GENERAL EXCHANGE TARIFF ITE~S 

f.BIVATE ERANCH EXCHANGE SERVICE 

Trunk lines - one and one-half times the individual 
line business rate 

S§IU-POBI.TC TELEPHONE SERVICE 

Per Line - One and one-half times the individual 
line business rate 

SWITCHING SE~VICES AND :§_QUIPtra?fT 

Pick-up (3) 
Holdinq (4) 
Visual Signal (Tariff Paragraph numbered 

1 through 5) (4) 

EXT]NSION BET.LS_AND GONGS 

F.xtension bells and chimes, each 
E"Itension gongs and horns, each 

$1. 00 
1. so 

EXTRA DTRP.CTORY LISTINGS 

Per Line 
Non-Published 
Non-Listeil 

ll=Ltti.l&.2 
E!:2m_fil!!_ 

one Party $. 75 
Tvo Party .. ]5 
Foor Partv 
Five Party 

ZQNE CHA!rn.§§. 

2-4_.lti!~ 
11:!!l!L.ML 

$1. 50 
• 70 
• 40 
• 25• 

• 50 
1. 00 
1.00 

~ggndall-Q.x~.r_ 
L~il§L!'.!:!!.!!L.!lR! 

$2. 25 
1. 05 
.so 
• 25• 

•zone is 3-1/2 miles from BRA to service Area Boundary 

KEY AND ™RBUIZQN TELEPHONE SERVICE 

six button pushbutton station rate, including 
line pickup, hold, visual line hold and busy 
indicators and one common audible signal $5.30 (5) 

Line termination including line 
control per central office line 

hold, visual lamp 
equipped $3. SO (5) 

{ 1) Obsolete 
to those 
thereafter 

service offering within BRA. Rate applies 
stations within BRA in service and 
until discontinued or otherwise replaced .. 



( 2 l 

( 3 l, 

( 4) 

(5) 
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Not furnished inside BRA. Rate applies to stations 
within 3-i/2 airline miles from BRA. Additional 25 
cents per month now authorized will apply to stations 
more than 3-1/2 airline miles from BBA. 

pushbutton stations­
Present rate will be 

not a part of 6 button 

Not applicable to 6 button 
inclurled in package plan. 
applicable to feature if 
system. 

Existing rate eliminated and nev rate authorized in 
this iiocket under a new package plan or other method. 

Line termination charges and station charges apply in 
lieu of key features, line equipment and system 
eg11i pment charges. Regular tariff chaLges apply for 
each line {C.O. or p.e.x.) and for each extension. 

DOCKET NO. P-70, SUB 100 

BEFORE THE NOFTH CAROLINA UTILITIES COPll1ISSION 

In the Matter of 
PP.tition of the North Carolina Telephone 
Effect a Service Improvement Plan and to 
Rates and Charges 

Company to 1 
~djust Its l 

l 
ORDER 

HEAHD: 

BEFORE: 

APPEARANCES: 

In Union County Library Build ingr l'lonroe, North 
Carolina, on October 6 and October 7, 1970 

Chairman Harry 'l'. Westcott, Presiding, and 
commissioners John w. P!cDevitt, 11iles H. Rhyne, 
and Hugh A. Wells 

For the ~pplicant: 

B. Irvin Boyle 
Boyle, Alexander & Carmichael 
Lav Building, Charlotte, North Carolina 28202 

·H. Patrick Taylor, Jr. 
Taylor & P!cLendon 
Anson Professional Building 
Wadesboro, North Carolina 

A. Paul Kitchin 
Attornev at Lav 
North Greene· Street 
Wadesboro, North Carolina 

J. P!ax Thomas 
Thomas & Harrington 
P. O. Box 605, !'larshville, North Carolina 
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For the Commission Staff: 

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

BY THE COMMISSION: This proceeding was instituted on 
April 6, 1970, by the filing of the petition herein of North 
carolin"a. Telephone company to effect a service improv_ement 
plan, and for approval of increases in rates on an exchange 
by exchange basis as said service improvement plan is 
completed, in the amount of $2.00 increase per main station 
per month for business customers and $1.45 per main station 
per month for residential customers. The schedule for 
completion and cuttinq over of the exchanges under the 
service improvement program for the 15 exchanges of the 
AC,plicant extends over a period from the "date of approval n 
for the He111by Bridge Exchange through the conversion of the 
Lilesville Exchange on ,January 1, 1973. 

The service improvement program proposed by the Applicant 
consists of installations of extensive additional central 
office equipment and outside plant facilities over a three­
year peri.od of 1970, 1971, and 1972. The Applicant 
estimated in its Application that the central office 
equipment adrlitions, for the proposed service improvement 
program, vould cost $1,119,044 and that the outside plant 
facilities would cost $1,434,727 for a total of $2,553,771. 
In addition, A·pplicant estimates that. other project 
additions resulting from growth of the system will result in 
expenditures of $3,295,187 during the same three-year 
period. 

The specific improvements in service proposed under the 
service improvement program are as follows: 

(1) The provision of all one-party service vithin the 
base.rate area of. each exchange. 

(2) The provision of one-party~ two-party, and four-party 
service outside the base rate area vith four-party to be the 
maximum party line service to be provided. 

(3) The institution of zone rates on an airline basis in 
lieu of the present route mileage charges for one-party, 
t.vo-party, and four-party service outside the base rate 
area~ said zone rates to be a substantial reduction over the 
present mileage charges. 

The Applicant represents in the Application that the 
increase in its rates proposed under the service improvement 
program is to produce a return on the capital investment 
required to provide the improved service to its subscribers. 
The increased rates are not proposed to become effective in 
any exchange until it is fully converted to the nev service 
i■provement pl~n. 
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By order of ftay B, 1970, the commission declared t~e rate 
increase provisions of the service improvement plan to 
constitute a general rate case and set the proceeding for 
investigation and bearing. Public hearing was held as 
scheduled in the Union county Library Building, Plonroe, 
North Carolina, on October 6 and' 7, 1970. 

The Commission staff made accounting audits of the books 
and records of the Applicant for review Of the rate retUI:'D 
of the company under the present and proposed rates, and the 
Staff Engineering Department conducted an investigation of 
the present service of the Applicant and reviewed the 
service improvement program as to the standards of design 
and engineeting of the proposed construction. 

At the hearing, the Applicant offered testimony of its 
President, Mr.. Linn n. Garibaldi, and of its chief 
Consultinq Adviser, Jllr. A. L. Groce, settinq forth the needs 
of the service improvement program and the financial needs 
of the Company for the rate increases proposed as necessary 
to finance the service improyement program. 

The Commission Staff offered the testimony of its 
Accounting Department, together vith Exhibits shoving the 
results of audits of the Company's books and records and the 
effect of the present reven,1es and expenses and the proposed 
revenues and expenses under the service improvement program, 
after the nev construction -and under the proposed level of 
rat.es, together with testimony of its Engineering Department 
in review of the service improvement plan and in review of 
the present quality of service of the telephone system .. 

nr. Gene A. Clemmons, Chief P.ngineer - Telephone Setvice 
Division of the Utilities Commission, testified concerning 
the findings made during various service reviews of North 
Carolina Telephone Company during 1969 and 1970. l'lr .. 
Clemmons testified that the most current review of service 
indicated that service improvement is needed in regard to 
the quality of service provided at the Matthews excha~ge, 
the toll operator and directory assistance provided by the 
~arshville· toll center, the traffic handling capability of 
equipment groups, and the central office maintenance; that 
additional m~intenance an~ traffic personnel are required to 
enable the Company to improve tbe level of service; that a. 
more efficient means of detecting central office troubles 
should be use~ by the Company; and that the Company had made 
progress in reducing the number of multi-party main 
stations .. 

Twelve customers of the Applicant offered testimony in 
protest of the proposed rate increase and in protest to the 
existing service of the Applicant, relating ertensive 
complaints o'-: troubles in the exchanges at Ansonville, 
Pia tthews, and Waxhaw arisin? fLom a variety of troubles, 
including slow operator answerLnq time, telephone out-of­
order, failure of direct dist.ance dialing service, no dial 
tone, inaudihl~ signals and voice service, interruptions of 
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service, in rainstorms, interruptions 
service· to Charlotte., :I\Jorth Carolina, lack 
at 'night and weekends, wrong n1:1mber,s, 
messages, Cross-talk, humming, failure to 
dials and cut-offs.: · , 

' 

in extended area 
of repair service 
\,rang intercepted 
ring, incorrect 

'l'he testimony of the Appl leant and the Commission Staff 
discloses that the outside plant fa_cilities of the Applicant 
during recent years hiive been designed and their 
construction overseen primc:irily by the Company's management 
personnel, generally without aSl_S,istan9e of qualified 
engineers - knowledgeable in telephohe engineering. (The 
company has obtained Certain limited and specialized 
technical advice and assist,;ince-on inside plant equipment 
additions from equipment manufacturers and their engineering 
staffs.) The Staff's investigation into the proposed-service 
improvement pla11: filed in this proceeding reveals that· it is 
also planned and designed by the same personnel -without 
participation of qualified engineers and without adequate 
commercial forecasts uOd engineering desi~ns being made. 
'l'he Commission Staff Engineers testified .that the 
Applicant's proposed service improvement program is not 
based on adequate planning and will result in excessive 
expend1tures for the system pi;:oposed in comparison· with 
generally accepted engineering design criteria, and that the 
lack of an adequate engineering design of i:he present plant 
may have contributed to the interruptions in service and 
other customer complaints and troubles testified by the 
twelve customer~ who testi'ficd during the hearing. 

Upon consideration of the entire record, the evidence and 
testimony presented during the hearing and the after-filed 
Exhibits by the Company in response to the Comr.iission's 
reqU:est for evaluation of the Staff .Engineering Report on 
the system, the Commission makes the following 

FINDINGS OF FACT 

1. The Applicant, North Carolina Telephone Company, is a 
corporation duly organized and existing under the, laws of 
the state of North Carolina and holds a franchise issued by 
the Commission- to engage in the business of providing 
telephqne service as a public utility in_all or portions of 
the counties of -Mecklenburg, Union, Stanly, Hoke, Scotland, 
Anson, ,Richmond, and Moore, with its principal office in 
r-latthews, NOrth Carolina. 

2. The Applicant's telephone system is classified 
primarily as a rural system., serving exchanges in Hemby 
Bridge, Waxhaw, Laurel , Hill, Matthews, Indian Trail, New 
Salem, Peachland-Polkton, Pinebluff, - Marshville, Norwood, 
Wingat~, Wad.esbor9, Morven, Ansonville, and Lilesville• 

3. ~pplicant1 as of May 31, 1970, served 18,877 stations 
in its 15 exchanges, 14,799 of which w~re residential 
stations ahd 4,070 were business stations. The "present 
rates of the Applicant vary from $4.50 a month to $12.00, a 



RATES 545 

month for main station residential service vi-thin the base 
rate area, depending upon the grade of service and the 
exchange involved and the extended area service to 
Charlotte, and from $6.00 a month to $20.00 a month for main 
station business service within the base rate area, based 
upon similar classi!:icat.ions. In addition to the above 
basic rates, charges also apply outside the base rate area 
ranging from 25 cents for each tvo llli.les route measurement 
beyond the first two miles for multiparty service to a high 
of 63 cents for each one-quarter mile route measurement for 
one-party service. During 1969, mileage charges amounted to 
approximately- $173,000 for all of the company's exchanges. 
Applicant had a total investment of t14,924,742 in telephone 
plant at the end of the test period on ~ay 31, 1970, before 
reserve for deprP.ciation and before pro forma adjustments. 

4. That during the test period ending nay 31, 1970, 
Applicant had net operating income for return after pro 
for ma adjustments of $842, 1q5_ Based on total net 
investment in telephone plant (plus allowance for working 
capital) of $11,7q6,023 further adjusted to remove telephone 
plant under construction and interest charge a to 
construction, the Applicant had a rate of return of 6.9Bi on 
net investment, and a rate of return on common equity of 
5.76'-. The rate of return on common equity is belov the 
return on net investment due to the high debt ratio and the 
cost of interest on debt for Applicant's recent plant 
additions, leaving a lover return for the stockholders• 
equity after payment of interest charges. 

5. That the projected rate of retur~ for proforma 1972, 
based on an estimated net investment (plus allovance for 
working capital) of $13,300,096 and an estimated net 
operating income for return of $1,070,sq9 under the proposed 
rates, would be 8. OSJ;. The supplementary exhibit.s (filed in 
this Docket on June 17, 1970, by the Applicant) project an 
8.00, rate of return for proforma 1972. The ~pplicant's 
projected rate of rP.tUrn on common equity for 1972, under 
the propose(l rates and as filed in the supplementary 
exhibits to the Application is 13.59,;. Under the Staff 
Exhibits, adiusted for the tee decision (supra,, the rate of 
return on common equity at proposed rates for 1972, is 
estimated to be 16.101. 

Correspondingly, based upon the presen..t_rate_§.iructy~g for 
proforma 1972, ve find that with an estimated $912,013 
operating income and a projected net investment in plant of 
$13,300, oq6 that a rate of return on ne·t investment for 1972 
can be reasonably estimated to be 6.861. Return on common 
equity for 1972, under the present rate structure is 
estimated to be 9.961. These rates of return for 1972 are 
projections onlv and may vary depending on actual 
investments made and actual net operating income for 1972. 

6. That the proposed zone rate charges, vhich will 
result in substantially lover add-on mileage charges for 
telephone service outside the base rate area, are fair and 
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reasonable and will con tribute to 
throughout the system. 

improved service 

7. That the annual rate redUC'tions from the proposed 
conversion of route mileage charges to airline zone charges 
vould result in revenue loss of $65,060.30 during the test 
year period. To maintain present levels of revenue, an 
offsetting increase of 45¢ per main station vould produce 
approximately $74,000 during the test year period. 

8. In regard to the present grade of service being 
offered by the ~pplicant., ve find that the company is not 
providing adequate and efficient telephone service as 
required hy Chapter 62 of the General Statutes. The service 
is inefficient and inadequate due to the fact that the 
Company is not providing the necessary preventative and 
corrective maintenance of central office equipment and 
outside nlant, has not adequately engineered and installed 
the required quantities of equipment to properly handle the 
traffic load, and is not providing adequate toll operator 
and directory assistance service at narshville. 

q_ In regard to the engineering of plant and equipment, 
we find that the Applicant has not observed generally 
accepted engineering criteria in planning and designing for 
the proposed service improvement program and that unless 
revised, such omissions vill cesult in excessive 
expenditures for plant and equipment. Specifically, the 
Applicant has not made commercial forecasts for use in 
sizing cables and equipment additions, has not D1aintained 
outside plant cable layout maps or cable schematics for use 
in determining the proper gauging or sizing of cable, has 
not follove3 in industry-wide accepted fine gauge cable 
concepts, and has not made use of subscriber line voice 
frequency repeaters. The Applicant does utilize the 
services of the engineering staffs of the manufacturers 
vhich supply inside plant eguipment. 

10. The ;a.pplicant, while competitively bidding the 
construction associated with buildings and building 
additions, has not employed formal competitive bidding 
practices vhen making major outside plant additions. 

11. North Carolina Telephone company maintains complete 
and up-to-date cable pair assignment records, station record 
cards, line and terminal records and staking sheets, and has 
established a very effective service order procedure and has 
installed three service centers equipped with the most 
advanced Roller remote control testing eguipment in 
conjunction with rafl.io dispatch maintenance trucks. 

12. The A.pplicant• s filed annual reports shov that 
outside plan1: cable investments over the last five years 
included less than 25 percent buried cable. Present plans 
call for less than 20~ buried under the proposed service 
improvement plan. 
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13. No trended or replacement cost data on the Cost of 
plant in service vas of.fered. into evidence. While G. S,; 62-
133 allows consideration of replacement cost in arriving at 
a fair value of a utility's property, and in recent years 
this has been at a value higher than that based on original 
cost of the materials and eguip11ent installed less 
depreciation, ve have considered in determining fair value 
the lack of the Company's use of professional engineers in 
th·e design of the plant and, together vith the lack of 
evidence on trended costs, find it reasonable to reach a 
fair value equal to the original cost of the property less 
depreciation of $11,196,023. 

14. Based on test year operations and the company's 
present debt-eg11ity capital struct11re, Ye find that a rate 
of return in the range of e.oo,: on the fair value of the 
Company•s property and a return in the range of 121 on the 
common equity of the company would represent just and 
reasonable returns on the Company's property and the common 
equity investment, assuming adequate service is being 
provided. However, because of the company• s presently 
inadequate service, we find that the present rate of return 
of 6.98" on the fair value of its property is just and 
reasonable and also is sufficient to proceed with the 
planned service improvement program. The 6.981 return on 
fair value produces a 5.761 return on common equity for the 
test period. The commission finds that this 5. 761 return on 
common equity is below the return on common equity normally 
found reason-able for utility equity investments. However, 
because of the highly leveraged Composition of this 
company'$ capital structure, resulting from the relatively 
low percentage of capital contributed by common .equity 
(approximately 1R~), and because of the projected increase 
in return on common equity in 1972 of 9.96% under the 
present rate structure and the 16.101 return predicted under 
the proposed rate structure, we 3o not find based on the 
aforesaid considerations and the pres:ent quality of service 
that this temporary low r.ate of return on common equity is 
unreasonable for the test year period operations. Also, the 
rate of return calculations ~o n~t take into account the 
additional revenues projected to accrue annu.:illy as a result 
of a nev toll settlement with southern Bell. From records 
on file with it, the Commission finds that these funds, 
proiected ~o total approximately $39,000 in 1971, should be 
applied to offset increased costs associated vith the 
proposed service improvement program. 

CONCLUS !ORS 

In regard to the present quality of service being provided 
to the public by North Carolina Telephone Company, we 
conclude that it is not now at an adequate level and that 
the company should be required to bring the level of service 
to an adequate level. we do believe that in view of the 
records whiCh are current, the company•s service order 
procedure, and the new service centers utilizing remot.e 
control testing equipment, that marke'l improvement shonl~ 
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result in the company's promptness of handling service 
orders and responding to maintenance problems. 

In regard to the Service Improvement Plan, ve conclude 
that tbe basic concept of the Applicant's proposed service 
improvement plan is prudent and should result, assuming the 
additions are properly designed and installed, in improved 
telephone service in the Applicant's service area upon 
co ■ pletion. Re further conclude that based on the projected 
rate of return for 1972 that it is reasonable and prudent 
for the Applicant to continue to implement the improvement 
plan subject to hereinafter discussed planning and 
engineering design requirements. 

In regard to the proposed rate increases and revisions, we 
conclude no over-all revenue increase is justified, but that 
adjustments within the present rate struc-ture to produce 
approximately the same amount of reven11e as that to be lost 
in eliminating the present route mileage charges, are 
proper. Accordingly, ve are approving the implementation of 
the proposeil zone rate charges to become effective in all 
exchanges on l'larch 1, 1971, along vith a. compensatory 
increase of 45¢ per main station in all exchanges. 

In regard to the Applicant 1 s lack of adequate planning and 
engineering, ve conclude that it is imperative that this 
system strive to obtain the most econo11ically and vell 
engineered plant additions possible. This system• s high 
investment per station, its present rates, and its rural 
characteristics dictate that any future plant additions be 
made efficiently and at the lowest possible cost consistent 
vith sound engineering design and construction techniques. 
In this connection, we believe that this Company should 
em.ploy adequate and gua·lified personnel on a full-time basis 
or consulting basis to make commercial forecasts and to 
adequately design plant and equipment additions based on 
such forecasts. 

In regard to the Applicant's not bidding outside plant 
additions on a formal labor and material basis, we believe 
that this again is one area where possible cost savings 
should be explored. Similarly, the expanded use of buried 
cahlE should be investigated on the basis of its long-term 
cost savings, fever service outages,_ and its inherent 
aesthetic values. 

ACCORDINGLY, IT IS, THEREFORE, ORDERED: 

1. That the following reductions and offsetting 
increases, designed to produce approximately zero net change 
in present revenues, shall he made effective on all bills 
rendered on and after MaC'ch 1, 1971: 

(a) The implementation of reduced mileage rates through 
the adoption of zone rates for one, two, and four­
party service outside the base rate area is approved 
for all exchanges and such proposed zone rate charges 



RATES 549 

as included in the company's Application are to 
become effective on all bills rendered on and after 
March 1, 1971. see Appendix "A" for a listing of 
zone rate charges as approved. 

(b) Rates in all exchanges shall be increased by 45t' per 
month for all main station telephones. 

(c) That revised tariffs be filed vith the Com!ll.ission 
prior to Karch 1, 1971, covering the rate changes in 
(a) and (b) above. 

2. That all other proposed increases and revisions are 
hereby denied vi th out prejudice to their refiling or 
reconsideration in later applications. 

3. That in regard to planning, 
additions, the 

engineering, and 
Applicant shall construction of its plant 

effect the following: 

(al Take immediate action to include as 
management a qualified engi~eering 
alternately. utilize the services of 
enqineering firm in order to fully plan 
design plant additions. 

part of its 
staff or. 
a gu:!.lified 

and proper! y 

(b) Take immediate action to prepare or have prepared 
cable layout maps. cable schema-tics and commercial 
forecasts. 

(c) Tnvesti gate thoroughly the economics of employing 
formal competitive bidding (sealed bids) including 
labor and materials for major outside plant 
additions. 

(d) Investigate thoroughly. utilizing qualified 
engineers, the advantages and long-range economics of 
making extensive use of dire=t buried cable plant in 
all exchange areas. 

(e) ftake. ntilizinq qualified engineers, cost studies to 
determine economic feasibility of COE conversions -to 
1500 ohms supervision limit for Automatic Electric 
central offices and 1500 ohms and 1900 ohms 
supervision li 11i·t for Stromberg ca·rtson cen tra 1 
offices and the conversion to e1:tensive use of 
subscriber line voice frequency repeaters and loop 
extenders. 

4. That in reqard to the preceding Ordering Paragraph 3, 
the Applicant shall file semi-annual reports vith the 
commission on the progress or status of implementing each 
phase of the ordering Paragraph. Said reports are to 
continue until further notice by the Commission and the 
first report. is dae Jaly 1, 1971. 
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5. That the Company take immediate action to improve 
central office and outside plant maintenance so that the 
number of subscriber trouble reports per 100 stations per 
month vill be reduced to eight or less at each exchange. 
(It is noted that the Company's Standards of service Policy 
states that the average number of trouble reports shall not 
exceed tvo per 100 stations per month systemvide.) This 
objective shall be met by August 1, 1972. 

6. That the subsequent trouble reports per month at each 
exchange shall be reduced to 71 or less of the total monthly 
trouble reports. This objective shall be met by August 1, 
1972. 

7. That the company shall make every effort to meet, by 
March 1, 1972, the requirement of its Standards of Service 
Policy on fiJ,.e vitb the Commission which states that 
equipment irregularities (including DDD calls) shall not 
exceed 0.61 of attempts. 

B. That immediate action be taken to provide and 
■ aintain adequate toll and EAS service between l'!a tthews and 
Charlotte. The dial equipment service index at l'la tthews 
shall be improved and maintained at a level of 94 or higher 
by l'larch 1, 1972. 

9. That the company shall i11..l!ediately initiate a traffic 
study program so that usage measurements are made on all 
trunks, equipment groups and sub-groups at least once each 
year and adequate equipment quantities engineered and 
installed in each exchange to handle the traffic load. 
Where traffic registers such as ATB and LTB are provided, 
they shall be made to operate properly and they shall be 
11.ade to read at least once each veek vith the resulting data 
used in determining equipment requirements. The Company's 
Standards of Service Policy states that overflows because 
trunks or circuits in a desired group are busy shall not 
exceed 1.01 of attempts. Adequate trunks. grading, line and 
terminal balancing shall be provided in all exchanges by 
August 1, 1972, to meet or exceed this objective and 
equipment additions shall be based on traffic usage studies 
adjusted to reflect the busy season and grovtb. 

10. That the toll operator service at flarshville be 
improved so that the perceritage of manual toll answers 
within ten seconds shall be 90,:: or more and the percentage 
of directory assistance answers within ten seconds shall be 
as, or more by ftarch 1, 1972. 

11. That the commission Staff periodically review the 
Company• s progress toVard imple ■enting the requirements of 
preceding Paragraph 3 and 11.ake periodic review of the 
Cofflpany•s progress tovard improvement of the quality of 
telephone service. 

ISSUED BY ORDER OF THE COAAISSIOff. 



RATES 551 

This the 10th day of Febr~ary, 1971. 

{SEAL) 

I 
II 

III 
IV 

V 
VI 

vn 
VIII 

IX 

NORTH CAROLINA OTILITIES COA~ISSION 
Katherine~- Peele, Chief Clerk 

APPEND-IX nAn 
APPROVED ZONE CHARGES 

0-1 
1-3 
3-5 
5-7 
7-9 
9-11 

11-13 
13-15 
15-17 

$ 1.00 
3.00 
s.oo 
7.00 
9.00 

11. 00 
13. 00 
15.00 
17.00 

$2.00 each additional 2-mile band zone 

2-Pa~_g 

ZO!!,~S !!ilfS Cha~~ 

I 0-1 $ .so 
H 1-3 1. 50 

III 3-5 2. 50 
IV 5-7 3.50 

V 7-9 q_ 50 
VI 9-11 5.50 

VII 11-13 6.50 
VHI 13-15 7. 50 

u 15-17 B.50 

$1.00 each additional 2-m.ile band zone 

4-Partt 

~Q!!gS Ai.!es ---~-£!larges 

I 0-1 $ • 15 
II 1-3 .55 

III 3-5 • 95 
IV 5-7 1. 35 

V 7-9 1. 75 
VI q~11 2. 15 

VII 11-13 2.55 
VIII 13-15 2. 95 

IX 15-17 3. 35 

qoi each additional 2-mile band zone 
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DOCKET NO. P-55, SIJB 650 

BEFORE 'J'HE noRTH CAROLINA fJTILITIES COMMISSION 

In the Matter of 
Application of southern Bell Telephone and 
Telegraph company for Authority to A.d1ust 
its Rates and Charges for Telephone Service 
in its Service Area within North Carolina 

ORDER 
ALLO•ING 
PORTION OF 
RATE INCREASE 

HURD: 

DATE: 

BEFORE: 

Commission 
Carolina 

Hearing Room., Raleigh, North 

l"ay 25, 1971, through June 9, 1q11 

Chairman Harry T. Westcott, 
Commissioners John w. :i,:coevitt, 
Wooten, Miles H. Rhyne and Hugh A. 

presiding, 
Marvin R. 

Wells 

APPEARANCES: 

For the A ~plican t: 

R .. c. Howison, Jr. 
Joyner 6 Howison 
Wachovia Bank Building 
Raleigh, North Carolina 27602 

Harvey I.. Cosper 
Southern Bell Telephone & Telegraph Company 
P. n. Box 240, Charlotte, North Carolina 28291 

John F. Beasley 
Sout.hern Bell Telephone & Telegraph Company 
1245 Hurt Building 
Atlanta. Georgia 30303 

For the Pro test.ant-In tervenors: 

I. Beverly La~e. Jr. 
N. c. Department of Justice 
Attorney General's office 
Justice Building, Raleigh, North Carolina 
For-: The Using an ii Consuming Public 

,lean A. Be nay 
N. c. Depar-t.men t of Justice 
Ruffin Building, Raleigh, North Carolina 
For: The Using and consuming Public 

w. c. Harris, Jr. 
Harris, Poe, Cheshire & Leager 
Durham Life Building 
P. o. Box 2417. Raleigh, North Carolina 27602 
For: North Carolina Merchants Association 
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Dellan F.. Coker 
Regulatpry Lav Office 
o Efice of the Judge Ad voca ta Genera 1 
Departm1ent of the Army 

553 

Washington, D. c. 20310 
For: 'the Department of Defense and all other 

'Executive Agencies of the United States 

For the Commission Staff: 

Edward 8. Hipp 
commission Attorney 
217 Ruffin Building 
Raleigh, North Carolina 27602 

l'!;iurice R. Horne 
~ssistant commission Attorney 
217 Ruffin Building 
Raleigh, North Carolina 27602 

BY THE COMMISSION: On November 27, 1970, Southern Bell 
Telephone & 'I'eleqraoh Company, P. O. Box 240, Charlotte, 
North Carolina 28201 (hereinafter called ••soUTHE~N BELL 11

), 

filed an Application with the commission for authority to 
increase its local monthly telephone rates, centrex rates. 
service charges, listing servicP-, extension and private line 
mileage, mobile telephone service, supplemental service, 
long distance message service and wide area telephone 
service charges, and to reduce its zone rates and its 
charges for color telephone sets. The Application includes 
increases tot~lling $23,880,711 in annual gross revenues 
aucing the test neriod ending June 30, 1970, with reductions 
of $781, '118 in -zone mileage and charges for color telephone 
sets, resulting in a total increase in annual revenue 
applied foe of $23,098,993. The increases stated in amounts 
of addition~! annual revenue for the respective rates 
applied for ~re as follovs: 

, . t,oca l :1onthly_Rate: $13,331.618 

This ~overs pronosed increases in main station rates, 
which would a,lso a!fect PBX trunks, semi-public pay 
stations, ;oint user service, etc. 

Companv proposes to 
approximately one- third, i .. e., 
per 2one to so~. 

3. Centre x_SPrvice: 

reduce 
one-party 

(-) $517,228 

-zone charges 
service from 

$152,796 

by 
75• 

Proposed increases in systems and station rates. 
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6. 

TELEPHONE 

Nain station in place 
Main station not in place 
Extensions, moves & changes, 

restoration charge, bells 
6 gongs 

ninimum visit charge 

Present 
$ 5. 00 

10. 00 

5.00 

.$1,330, 787 

Proposed 
$15.00 

15.00 

7. 50 
10.00 

(-) $264,490 

Present charqe $5.00 - proposed zero 

$ 672, B75 

Additional listings, business from .30 to • 75, 
residence .30 to .SO. 

Non-list and non- publishes, presently no charge, 
proposed tl.00 & .50. 

$210,73A 

change from route to airline and to eliminate charges 
het~een offices vithin a~ exchange. 

A. fl!obile_Telenhone Service: $145,054 

This covers an approximate TOOi increase in service 
and equipment charges, i.e., general service $7.00 to 
$14.00, "ohile Units $15.00 to !JO.DO. 

9. Sfil?~lemental Seryice t ESlJ!ilu!ent: 

Jacks, long cords, booths, 
equipment, chimes, bells, operator sets, 
dialers, etc. 

, o. 

PBXs 
lamp 

$777,519 

and related 
indicators, 

$6,942,740 

Proposal to have DDD station rate around the clock, 
cheaper than operator handled. one schedule only for person 
calls, all hours, all days. ~ove to interstate mileage 
brackets. 

!.ide Area Telephone Servic~: $316,584 

Full time rate $500 to ~550. Also change in measure 
time. 

========== 
The increases proposed in monthly telephone rates vary for 

the 92 local exchanges served by Southern Bell in North 
Carolina in accordance vith exchange rate groupings based 
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upon the calling scope or number of telephones Vi thin the 
calling scope of each local exchange. The increases 
proposed, compared vi th present telephone rates, vith the 
resulting increase applied for., for the ten rate groupings 
basEd upon exchange size, a re as follows: 

___ B,g~ id ence Business 
!?l:Q~ 1n!l- 2-Pty 4-Pty B.111:..a l iOd:; 1::Hl'. 4-Pty Rural 

Present 3. 75 3.10 ?.. 65 2. 65 A.SO 7. 25 6.25 
Proposed 5.25 4. 20 3. 40 3.40 11. 25 1o.00 8.50 
Increase 1.50 1. 10 .75 .75 2.75 2. 75 2.25 

Present 2 4.00 3.30 2.8 5 2. 85 9.00 7.75 6.75 4.25 
Proposed 5. 45 4.35 J .so 3.50 11. 75 10. 50 8.90 R.90 
Inc cease 1. 45 1. 05 • 65 • 65 2.75 2.75 2.15 "· 65 

Present 3 4.20 3.45 2. 9 5 2. 95 9.50 B. 25 7 .25 4.45 
Proposed 5.65 4. 50 J. 60 3.60 12. 50 11. 2 5 9.50 9.50 
Increase 1.45 1. 05 .65 .65 3.00 3.00 2.25 5.05 

Present " 4.40 J.65 J. 10 3.10 10.00 B.75 7.75 4.65 
Proposed 5.R5 4. 70 3.75 3. 75 13. 25 12.00 10.10 10. 10 
IncC'ease 1. 45 1. 05 • 65 .65 3. 25 3. 25 2.35 5.45 

Present 5 4.70 3. 95 3.30 3. 30 10.75 9.50 8.50 4.95 
Proposed 6.10 "· 90 3.00 3.90 14.00 1?.. 75 1 o. 70 10.70 
Increase 1.40 • 95 • 60 .60 3.25 J. 25 2.20 5.75 

Present 6 5.00 4. 25 3.50 3.50 11. 50 10. 25 9.25 5.50 
Proposed 6.35 5.10 4.05 4.05 14. 75 13. 50 11.3 0 11.30 
Increase 1. 15 .R5 .55 .55 3.25 J. 25 ?..OS 5. RO 

Present 7 5.20 4.45 3.70 3.70 12. 00 10 .s 0 9.50 5.70 
Proposed 6.60 5.30 4.20 4. 20 15.75 14.25 12.05 12.05 
Increase 1.40 • 95 .so .so 3.75 3. 75 2.55 6. 35 

Present 8 5.35 4.60 3.85 3. 85 14.25 12.75 11.25 5.A5 
Proposed 6.85 5. 50 4.40 4.40 17.25 15. 75 13.15 13. 15 
Increase 1.50 .90 .55 .ss 3. 00 3.00 1.90 7.10 

Present 9 5.60 4.RS 4.10 4. 10 16.00 14.50 13.00 6 .1 0 
Proposed 7. 10 5. 70 4.60 4.60 18.75 17.25 14. 25 14. 25 
Increase 1. 50 • 85 .50 .50 2.75 2.75 1.25 8. 15 

Present 10 5. 85 5. 10 4. 35 "· 35 17. 75 16. 25 14. 75 7.10 
Proposed 7.35 5.90 4.80 20.50 19.00 
Tncrease 1. 5 0 .BO .45 2.75 2.75 

•Including Auxiliary Line service 

F:xamples of representative cities and towns in North 
Carolina served by Southern Bell. as placed within the above 
rate groupings for the rate increase applied for. are as 
fol lows: 
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Group 1 - Long Beach, Southport 
Group 2 - Burgav, Gibson 
Group 3 - Boone, taurinburq, Selma 
Group Q - Canton, Morganton, Reidsville 
Group 5 - Goldsboro, Salisturv, Shelby 
Group 6 - Gastonia, Burlington 
Group 7 - Asheville, Greensboro 
Group 8 - Hinston-Salem, Raleigh 
Group 9 - Charlotte, Belmont 

The calling scope used for assigning exchanges to the 
above groul)s includes extendE!d area service, thus placing 
small exchanges having ex tended area service vi th larger 
exchanges in the higher rate group app\icable to the 
coll:ibined calling scope of the exchanges in the toll-free 
calling area .. 

The Commission being of the opinion that the Application 
affected the interest of the consuming public in the. areas 
of North Carolina served by Southern Bell, by Order entered 
on December 11, 1970, suspended until further Order of the 
Commission the proposed effective date of Southern Bell's 
requested increases, declared the proceeding to be a general 
rate case under G.s. 62-133, and set the matter for hearing 
in Raleigh, North Carolina, on Play 25, 1971. Notice of the 
Appllcation and the date of hearing vere published in 
newspapers of general circulation within the Southern Bell 
service area. 

Petitions to Int.ervene were filed and duly alloved for 
Robert Plorgan, Attorney General, for and on behalf of the 
using and consuming public of North Carolina, w. c. Harris, 
Jr., on behalf of the North Carolina Merchants ~ssociation, 
and Dellan E. Coker on behalf of the Department of Defense 
and all other Executive Agencies of the United States. Belk 
Stores Services originally intervened and subsequently 
vithdrev from the proceeding. 

The public hearing began in Raleigh, North Carolina, on 
!lay 25, 1971, and extended through ~lune 9, 1971. 

During the hearing, the applicant southern Bell offered 
testimony and evidence as follows: 

A. l'lax Walker, Vice President and Treasurer of southern 
Bell, identified exhibits and offered testimony concerning a 
fair rate of return applicable to Southern Bell and the 
overall intrastate earnings requirement necessary to finance 
future growth. nr. walker testified that the average cost 
of all Bell system debt sold in 1971 through l!arcb 9 vas 
7.33, and the imbedded cost of debt capital as of June 30, 
1970, vas 5.6'1; that the last issue of bonds of Southern 
Bell in the amount of $150,000,000 cost 9.13% interest rate 
on June 30, 1970; that the southern Bell imbedded cost of 
debt is 6. 091, and that as long as nev issues cost more than 
the imbedded cost,·the imbedded costs will continue to rise; 
that a fair rate of return on Bell system equity "repriced" 



RATES 557 

in current dollars is 10.41; that at this time the overall 
fair rate of return for use with a fair value rate base is 
about 8.38~; that property devoted to North Carolina 
intrastate operations amounts to $Q21,000,000; that-net 
income $35,280,000 produces a fair r!te of return applicable 
to fair value of the telephone property; that the deficiency 
in net operating income is !12,500,000, and gross revenues 
required to produce the net operating income of $12,500,000 
would be $22,910,000, to produce a return of 8.381. 

Dr. Walter f\. Jllorton, consultant for southern Bell, 
identifiecl exhibits and offered testimony as to a fair rate 
of return to southern Bell on the properties subject to the 
jurisdiction of the North Carolina Utilities Commission. 
Dr. P!orton testified that a 12.151 rate of earnings for ATt':T 
on book equity and a 551 dividend payout will produce a 
percentage of dividends to book eguity of 6.7%; that for 
application to an original cost rate base, 12.151 is the 
opportunity cost of equity capital to AT&T which, when 
adjusted, is 10.66~ on the adjusted equity cost applicable 
to the eguity portion of AT&T for use with a fair value rate 
base: that as of December 31, 1970, sa.q6 is the overall 
cost of capital or 8.46i for application to a fair rate 
base; that 8.41 is the fair rate of return applicable to the 
fair value rate base of Southern Bell in this proceeding. 

Kirby G. Pickle, Division Accounting ~anager for North 
Carolina with sou.thern Bell, identified exhibits and offered 
testimonv as to the Company's North Carolina properties used 
and usefiil in furnishing telephone· service, the original 
costs of the properties, the revenues received and expenses, 
including taxes incurred in furnishing telephone service. 
Mr. Pickle testified that $421,595,305 is the amount of 
total in plant in service assigned to North Carolina 
intrastate operations: that $21,116,430 is the intrastate 
portion of telephone plant under construction account; that 
$347,622 is the amount of property held for future telephone 
use; that $2,535,951 is material and supplies; that $779,300 
is cash working capital: that $446,374,608 is the total 
original cost of properties used and useful in furnishing 
intrastate telephone service in North Carolina as of June 
30, 1970; that $96,543,738 is the depreciation reserve as of 
June 30, 1970; that $349,830,870 is the intrastate portion 
of North Carolina's total original cost of properties less 
that part vhich has been consumed by previous use and 
recovered by depreciation expense; that total intrastate 
revenues for North Carolina for the year ending June 30, 
1970, were $137,~42,392; that for the same year the total 
intrastate operating expenses and taxes vere $113,628,807; 
that vage increases vere estimilted at a minimum of 
$4,050,000 for 1971; that for the year ended June JO, 1970, 
the intrastate net operating income was $24,213,585, and 
adjuste4 net income on a going basis was !22,780,199. 

Arthur R. Tebbutt, consultant for Southern Bell, 
identified exhibits and offered testimony as to statistics 
and the theory in construction of price index nu~bers. 
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~r .. Tebbutt evaluated Southern Bell's North Carolina price 
indexes and their use by Mr .. Proffitt: in the determination 
of the current value or replacement cost of plant and 
equipment of the company; discussed price movements in 
general for the economy, the uses made of price index 
numbers and their use in estimating the value of assets, and 
the theoretical background in the construction of price 
index numbers. 

John D. Russell, consultant for Southern Bell, identified 
exhibits and offered testimony concerning indeEes reflecting 
the changes in costs for the building account and for the 
contractor portion of the underground. conduit, buried cable, 
and pole line accounts of the telephone company in North 
Carolina. 

Charles R. Proctor, consult ant for Southern Bell, 
identified exhibits and offered testimony concerning 
procedures for the selection of samples of buildings and 
manholes so that southern Bell could examine these 
installations and develop cost indexes. 

William E. Thornton, Price nanager, western Electric 
Company! identified exhibits and offered testimony 
concerning price index numbers for central office equipment, 
stating that these indexes provide the Company with a useful 
measure in evaluating the impact of its performance on the 
cost of central offices to the telephone companies. 

Ralph H. Proffitt, general equipment and building engineer 
for southern Bell's operation in North Carolina, identified 
exhibits and offered testimony relating to the replacement 
cost of the Company's intrastate properties uSed and useful 
in furnishing telephone service in North Carolina as of 
June 30, 1970, vbich replacement was determined to be 
sqq q ,657 ,65 o. 

Ralph ~. Pfouts, consultant for Southern Bell, identified 
exhibits and offered testimony to explain and document the 
economic growth of the United states and North Carolina in 
the postwar years. Dr. Pfouts testified that due to rapidly 
expanding population and economic growth, Southern Bell must 
be prepa1:ed to provide increasing quantities of telephone 
service in North Carolina; that Southern Be11 should be in a 
position to provide both a larger quantity of service and an 
ever improving quality of service; that economic grovth vill 
continue; ~hat economic policies designed to stimulate 
economic growth vill increase demand, and increased demand 
■eans that upward pressure is put on the price level and 
these increases will apply to most or all of the costs that 
Southern Bell must incur; that if Southern Bell, in the face 
of increased costs, is not permitted to charge increased 
rates their =osts increase faster than revenu~s, and profits 
vill diminish resulting in being unable to finance the 
facilities nacessary to provide the increased and improved 
service desired; that prices 11ill il!crease in the range of 
2.s to 3.Si oer year over the next tventy years, with prices 
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being 128 t.o 1!J1"1; greater than their 1970 levels in 1980, 
and 164 to 1<J9% gceater than their 1970 levels in 1990; that 
during periods of increasing costs emphasis should not be 
placed on original cost of property used by a utility. 

George J. Kamps, Engineering ftanager-Price surveys AT&T, 
identified exhibits and offered testimony as to the 
com~arison of ffestern Electric's prices to the Bell System 
Companies with the prices of a general trade suppliers for 
si111ilar products. !'fr. Kamps testified that his studies show 
that western 's prices to the Bell companies for 
telecommunications products a re substantially lover than the 
prices of other suppliers in the general trade market; that 
foe the range of products used in the North Carolina 
intrastate plants of Southern Bell. Western Electric's Bell 
prices are. overall, about 651 of the level of those 
currently representing the lowest prices of general trade 
suppliers. 

Frederick J. Cofer, Director of corporate Analysis for 
Western Electric. identified exhibits and offered testimony 
on companv-wide financial data. l'!r. Cofer testified that 
excluding business with the United States Government, sales 
to the Bell Telephone Companies have comprised almost 98'.C of 
Western•s sales: that during 1969 at manufacturing, service 
and installation areas throughout North Carolina, Western 
employed more than 12,000 people with an annual payroll of 
over $112.000,000~ that Restern•s profit margin per dollar 
of Bell sales averaged 4.9¢ per dollar of sales for the 45-
year perioil from 1925 through 1969; that over the same 45-
year period, western•s return on net investment applicable 
to its Bell business has averaged 9.01 co11pared with 11.81 
by General Electt"ic and Westinghouse and 11. 71 averaged by 
the SO largest manufactut"ing companies, and that for the 
24-year post var period Restern 's return amounted to 9. 2% 
while the 50 lacgest companies averaged 12.31 and General 
Electric and Westinghouse averaged 12.0'JC which respectively 
is a 34~ and 30" greater return than that received by 
Western; that in spite of the significant use in the level 
of costs, the price level of total manufacturers sold to 
Bell customers bas increased by only 11. 

Benjamin F. Hatfield, Assistant Vice President for 
Southern Bell, identified exhibits and offered testimony 
concerning his examination of Southern Bell's property in 
North Carolina ,and the facts necessary for a proper 
determination of the present £air value of the property used 
and useful in furnishing telephone service in North 
Carolina. ~r. Katfiela testified that !446,374,608 is the 
original cost of the property; that $349,830,870 is the 
original cost less that portion which has been consumea by 
previous use recovered by depreciation expense: that 
$4Q4,657.650 is the replacement cost, or the present value 
of dollars used to build the- Company's plant which exists 
today~ reduced by the present value of the dollars recovered 
by depreciation expense; that on the basis of adjustments 
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$421,000,000 vas the present fair value of the Company's 
intrastate properties in North Carolina as of June 30, 1970. 

Donald A. Dobbie, Director-License contract and· Eegulatory 
Ratters for ~T&T, identified exhibits and offered testimony 
concerning the organizational setup of the Bell System and 
services furnished under license contracts between AT&T and 
southern Bell. ~r. Dotibie testified that for the year 1969, 
American received $1,217,000 from Southern Bell for license 
contract services applicable to North Carolina intrastate 
operations; that related expensed totaled $1,320,368: and 
average capital employed vas $4,735,745 and net revenues 
from capital employed amounted to $246,779; that license 
contract payments and net revenues exceeded the expenses 
incurred by $143,413 vhich, if related to capital employed, 
represents a return of about 31. 

Pobert E. Fortenberry, General Revenue supervisor for 
southern Bell, identified exhibits and offered testimony 
describing some of the services vhich Southern Bell receives 
under the license contract vith American and gave some 
examples of savings which have accrued to the Company's 
intrastate operations as a result of those services. 

Charles H. Garity, Assistant Vice President in operations 
Staff for ·Southern Bell, identified exhibits and offered 
testimony concerning the proposed ad justed schedule of 
rates. Mr. Garity testified that the proposed adjusted 
schedule is based on the relative value of service concept; 
that the prooosal would adjust groupings of exchanges and 
rating various classes of residen::e service between large 
and small exchan1es producing the same increase at ends of 
the schedule, but vith moderate variations in between; that 
the proposed rate schedule ·includes a heavier weighting 
tovard resillence service increases than toward businesses; 
that the annual revenue increase based on volumes as of 
June 30, 1970, as a result of the proposal, amount to 
$23,100,000 equating to the additional revenue required as 
sbovn in Southern Bell's petition. 

~Tohn J. 
Southern 
Company's 
requesting 
providing 
vhich must 

Ryan, Vice President and General ~anager for 
Bell, having overall responsibility for the 

North Carolina operations., offered testimony 
rate relief necessitated by increasing costs of 
phone servi,ce and increasing amounts of capital 
he obtained at higher costs than in the past. 

The Commission Staff offered testimony as follows: 

Gene \. Clemm~ns, Chief Engineer, Telephone service 
Division, testified to the results of the staff's review and 
investigation of the quality of service provided by Southern 
Bell in North Carolina. Mr. Clemmons• testimony indicated 
those areas of southern Bell's which were at an acceptable 
level, and hp, also specified in detail those areas of 
Southern Bell's operations vhere the Staff found a need for 
service imnrovement. His testimony indicated certain 
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e%cbanges of Southern Bell which vere not receiving as high 
quality service as other exchanges, and indicated action 
which Southern Bell should take to improve the service in 
those exchanges. 

Dr. L. Pandolph !"fcGee, com.mission consultant,. offered 
testimony concerning past, present and future trends in 
prices, interest rates ancl general economic conditions; the 
capital structure of the Bell system and Southern Bell's 
operation in North carolina; and a fair rate of return the 
company should be allowed to earn in the immediate future. 
Dr. NcGee testified that the rate of inflation will become 
considerably lover than the rates experienced during the 
past 5 or 6 years: that the change vill occur in the 
imfflediate future and the annual rate of increase in the 
price level will average about 3t over the first half of the 
1910 1 s and 2-2 112,; oveI:' the last half of the decade~ that 
interest or the pI:"ice of money vill follov a pattern similar 
to that of pI:"ices in general, and refeI:'ring to the "Bell 
system" ,'the cost of bond money vill be, on the average, 
between 9% an~ 6% over the 1910 1Si that with I:"espect to the 
capital structure of the Bell System, the customers and 
Company's common shareholders would be better served if the 
Company moved toward a higher debt ratio increasing the 
Company's imbedded cost of debt, but would enhance the 
return on common equity; that a fair rate of return on total 
capital for the imirediate future vould be 7.7'J. 

Norman Peele, Commission Account~nt, testified as to his 
examination oft.he Company's books and records insofar as 
the records pertain to the State of North Carolina, vith the 
examination covering the 12-month period ended June 30, 
1970. Mr. Peele testified that North Carolina intrastate 
operations yield a rate of return of 6. 71%, but 
incorporation of the Ozark plan additional toll revenue 
vould increase it to 6.81%, and approval of the proposed 
rates vould increase the existing rate of return from 6.71i· 
to 10. 21,;, on net investment, an increase of 3.Q1~; that 
approval of the increased rates vould increase the return on 
common equity from 7. 72~ to 12.13~; that debt represents 
30.46% of the capital structure vith common equity 
representing the balance of 69.54J, based on long ter■ debt 
and equity. 

Vern v. chaser chief Engineer Telephone Bates, testified 
that the results of his review of the division of plant 
investment, expenses and revenue between inter and 
intrastate operations of the company within North Carolina 
~as made in accordance with the Separations Manual as 
published by the National Association of Regulatory Utility 
Co1111issioners and the Federal Communications commission; 
that he reviewed the procedures usea to reach the toll 
settlements between the Company and its connecting companies 
and concluded the estimates are reasonable under the 
cirucmstances; that his review of the effect that the 
January 1, 1g10, and January 1, 1971, toll separations had 
or vill have on the Company's operations found that the 
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separations changes are based on the best av~ilable 
information; that on the basis of his study of the rate 
proposals, rate groups one and two, as proposed by Southern 
Bell, should be combined, service connection charges should 
be increased only where the instrumentalities ace not in 
place; that he has reservations on the proposed minim11m 
visit charge o~ $10.00; with certain except.ions, the 
proposal to charge for private and semi- private numbers is 
fair, the company's proposal to reduce zone charges on main 
station and PBX services outside of the base rate area is 
sound and sbr)lJl!i be continued, the company's propoSal to 
alter its intrastate long distance message telephone service 
rates is an improvement over the interstate schedule, and 
recommends that if the Company is entitled to additional 
revenue, the Commission first look to the proposed 
intrastate toll rate schedule for additional revenue, but a 
grant of incrP.ascd intrastate toll rates to Southern Bell 
vould necessitate a ra·te increase for the other telephone 
companies in North Carolina. 

Pnhlic witnesses ff., w. Finlator and John Speights made 
statements opposing~ rate increase for Southern Bell. 

The protest.ants presented the folloving vitness and 
testimony: 

Dr. Charles E. Olson, consultant for the ~ttorney General, 
offered testimony concerning a cost-of-service study, 
includinq a determination of a fair rate of return to be 
applied to the fair valuation of southern Bell's property 
and plant. Dr. Olson testified that the bare bones cost of 
equity to AT&T is between 8.5 and 9.0i and that the 
Commission should set south~rn Bell's cost of equity capital 
between 9.25 and 9.soi vhich vould permit AT&T to attract 
capital on reasonable terms; that a fair rate of return for 
southern Bell is between 7.65 and 7. 801 and that such a 
findinq by the commission vould enable the company to carry 
on its futur?. financing program and provide an adeuqate 
return for its shareholders; that the going rate of return 
on the North Carolina intrastate operation on June 30. 1970, 
vas 7.631 and since the range of a fair rate of 7.65 to 
7.80:J is so close to the going rate, an increase in rates of 
only s1.soo,ooo is justified. 

All of the exhibits identified by the respective witnesses 
ver e received into evidence, except those portions thereof 
stricken upon objection ·ilade as shovn in the record. 

Based upon the entire record of the proceeding. including 
testimony and exhibits, the commission makes the following 

FINDINGS OP PACT 

1. Southern Bell is a duly franchised public utility 
providing telephone service to its subscribers in 92 local 
exchanges in North Carolina. extending from Haywood county 
and Waynesville on the vest through major cities and 
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counties in the Piedmont area of North Carolina to New 
Hanover County and Wilmington in the east; and is· a duly 
created existing corporation authorized to do business in 
North Carolina and is properly before the Commission in this 
proceeding for a determination as to the justness and 
reasonableness of its rates and charges as regulated by the 
Utilities Commission under Chapter 62 of the General 
Statutes of North Carolina. 

2. The total increases in rates and charges as filed by 
Southern Bell would produce $23,880,711 in additional gross 
annual revenue, and the total reductions filed in zone 
charges and the color set charge would amount to $781,718 in 
annual reductions, leaving the combined additional incr.ease 
in annual revenues applied for of $23,098,993. 

3. The 
proceeding 
1970. 

test period utilized 
was the twelve months' 

by all 
period 

parties in this 
ending June 30, 

4. The original cost of applicant's inv~stment in 
telephone plant in service in its four state company-wide 
service area of Georgia, Florida, South Carolina and North 
Carolina on June 30, 1970, was $3,203,196,241, of which 
$567,870,986 was i,n service in the State of North Carolina. 
Of the total plant! in service in North Carolina, 74.27% was 
devoted to intrastate service under rates subject to the 
jurisdiction of the Utilities Commission, constituting 
intrastate plant in service in North Carolina on June 30, 
1970, of $417,725,574, less reserve for depreciation of 
$97,213,848, with a net investment in intrastate telephone 
plant in service in North Carolina on June 30, 1970, of 
$3.20,511, 726. 

5. That reasonable materials and supplies required for 
the operation of intrastate business in North Carolina are 
$2,038,998; that reasonable cash working capital 
requirem~nts are $1,360,567; that there was available at the 
end of the test period $2,842,739 of Federal tax accruals 
available for use as working capital, with a total net 
working capital requirement in the rate base requirements of 
$556,816. 

6. That the combined net investment in plant in service 
and working capital allowances at the end of the test period 
June 30, 1970, were $321,068,542. 

7. That Southern Bell's total operating revenues in 
intrastate commerce in North Carolina during the test period 
under the present rates were $132,905,869; that reasonable 
operating expenses for said intrastate service for the test 
period are $114,366,703, including $4,050,000 of additional 
wages as the minimum additional wage increase already 
committed by the appliCant to its employees under the record 
herein; leaving net operating income of $18,539,166, 
adjusted for end-of-period income of the plant in service, 
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by additional net income of $938,559, with net operating 
income adiusted for the test period of $19.q77,725. 

a. That the ratio o·f net income under the present rates 
as applied to the net investment in telephone plant of 
$321,068,542, including vo~king capital as adjusted for tax 
accruals, is 6.071. 

9. That after fixed charges on bonds and short-term 
notes of $6,1186,536 for the test period as allocated to the 
North Carolina intrastate operation, there remains net 
income for equity of $14,522,268; that the common equity 
investment in intrastate service in North Carolina at the 
end of the test period vas $216,561,373, producing a return 
on common equity under the present rates on intrastate 
service in North Carolina at the end of the test period of 
6. 7 ,,. 

10. That the commission finds that the return on common 
equity of 6.71~ is insufficient to compete in the market for 
capital f.unds on terms vhich are reasonable and which are 
fair to the Company's customers and its existing investors, 
considering changing economic conditions and other factors 
as they exist, and to maintain its facilities and services 
in accordance with the reasonable requirements of its 
customers in the territory covered by its franchise. 

11.. The commission finds that the fair value of the 
applicant's nroperty rendering intrastate telephone service 
to its North ~arolina subscribers, considering the original 
cost less iePreciation and considering replacement cost by 
trending original cost to current cost levels,_ is 
$353,000,000. 

12,. The rate of return ~eemed necessary on the fair value 
of the applicant's property devoted to intrastate service in 
North Carolina, unrler sound management to produce a fair 
profit to st.oc:kh.olc'lers, considering economir.: conditions as 
they exist. and permitting applicant to maintain its 
facilities and service, and further permitting applicant to 
expand its service in accordance vith the standards set by 
the Commission, is 7.40J; t.hat to earn said rate of return 
on fair value vill require additional annual gross revenue 
of $13,295,0A? based on test period operations, after 
adjustments for probable future revenues- and expenses based 
on the plant and equipment in operation at the end. of the 
test period. This amount is 57.56~ of the increase applied 
for by the anplicant in this proceeding. The inct"eases 
applied for by the applicant in excess of the above amount 
are deeme~ to be ana are found to he unjust and unt'easonable 
by the Commission, and rate increases to produce the 
additional $1J,2q5,087 revenues required for the rate of 
return approve~ by this order are found to be just and 
reasonable anrl to require the rate increases approved 
herein, vhich may reasonably be charged by the applicant fot' 
telephone servicP. rendered to its customers in intrastate 
service in North Carolina. 
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13. The rate of return of 7.40% on the fair value of the 
property allowed by this Ordet will provide a return on 
common equity after fixed charges of 9.50%, which the 
Commission finds is sufficient to allow the applicant to 
compete in the market for capital funds on a reasonable 
basis to 'its customers and tq its existing stockholders. 

14. That applicant's gross revenues under the rates 
approved herein in Appendix•A and Appendix B attnched to and 
made a part of this Order, as applied during the test 
period, would be $146,143,773; that the fixed charges 
computed for the test period based upon the known imbedded 
cost of debt for Southern Bell of 6.02% at the time of the 
hearing, as applied to the debt allocated to North Carolina 
intrastate service at the end -of the test period of 
$94,833,040 in long-term debt and $22,597,003 in short-term 
debt, produces fixed charges of $7,069,313; that the 
probable future operating expenses for the test period are 
found to include $4,050,000 of additional wages as the 
minimum additional wage increase already committed by the 
applicant to its employees in accordance with the record 
herein; that total operating deductions for test period 
operations adjusted to the rate increases allowed herein 
will be $121,290,629, with net operating income for the test 
period of $26,111,564; that adjusted for the approved rate 
increa~es, the ratio of equity to long-term and short-term 
debt is 64.84%, being actual common equity allocated to 
Southern Bell'S intrastate operation in North Carolina, and 
Said net income of $26,111,564 plus other income of 
$1,531,079, Produces income available for fixed charges in 
the amount o·f $27,642,643, and after payment of fixed 
charges of $7,069,313, leaves $20,573,330 available for 
common equity; that said balance of $20,573,330 for common 
equity of $216,561,373 produces a return on common equity of 
9. 50%. 

15. That Southern Bell's overall service is at a 
reasonably adequate level, but evidence introduced by the 
Staff shows that certain areas of the Company's service 
should be improved. 

SUMMARY 

The Application of Southern Bell in this proceeding seeks 
increases and decreases in rates to produce $23,098,993 of 
additional revenue from the custo_mers receiving service at 
the end of the test period. 

The Commission has found as a fact that such proposed 
total increases are unjust and unreasonable and will produce 
a return greater than a reasonable rate o'f return on the 
telephone plant in service at the end of the test period. 
The commission further finds as a fact that the present 
rates of Southern Bell are insufficient to produce a fair 
rate of return to the Company, and has found as a fact that 
an increase in the revenues in the amount of $13,295,087 
(resulting from total increases of $14,076,805, less 
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redactions of $7q1,11i:,) is necessary to prorluce a reasonable 
rate of return on the fair value of the company's property 
in service at the end of the test period, and that increases 
in mcnthly r1tes, toll charges, and other charges to produce 
such additional annual revenue are ;ust and reasonable. The 
distribution of said total annual increases over the 
respective monthly rates, toll rates, and other rate changes 
filed herein are discussed under the conclusions in this 
order, and the prescribed increases for each specific charge 
are set out in the ordering paragraphs and ~ppendix "A" and 
!ppendix "B" of this order. 

The following Tables, based on the Findings of 
the basis for the $13,295,087 found. to be a 
annual increase in the applicant• s revenues from 
in this proceeding. 

Fact, show 
reasonable 
the record 

SOUTHERN BELL TELEPHONE AND TELEGRAPH COMPANY 
NET OPERATING INCOME AND NET INCOME COMPUTATIONS 

FOB THE TE~T PERIOD ENDING JUNE 30. 1970 
AFTER ADJUSTMENTS 

North ca rolina 
_rntr~g___-

Present 

~-
Approved 
I!!9.!;:~S~~ 

After 
Incr~§~g 

Operating revenues 
Uncollectibles 
Total operating 

revenues 

$133,480,605 S 13,295,087 $146,775,692 
__ fil.'!..112) __ l.~IL 18]) -~}h!ll!!l 

Operating expenses 
Depreciation 
TaxEs - other than 

income 
Taxes - st.ate income 
Taxes - Federal 

income 
Allocation o= AT&T 

132.905,869 

66,931,609 
22,432,4C43 

14,237,444 
961,455 

10,093,789 

ta xes ___ l2.2.Q...!lll) 
Total operating 

deductions 114,366.703 

Net operatin:J income 18,539,166 
Add: End-of-period 

adjustment --~ill 
Net operating 
income for return 19,477,725 

!!l!estment in 
~ls fill~ Pla 11!: 
Plant in service 417,725,574 
Less: Depreciation 

reserve _ll.&.111...!!!1! 
Net plant in 
service 320,511,726 

13,237.904 

132,379 

797,705 
703,503 

5,290,339 

6,923,926 

6,313,978 

_____ 319, ll§..1 

6,633,839 

14fi ,143, 773 

67,063 ,98R 
22,432,4llJ 

15,035,149 
1,66ll,958 

15,38ll, 128 

(290,037) 

121,290,629 

24,853,144 

_h.258,420 

26,111,564 

417,725,574 

_97,213«848 

320,511,726 



Allo~fQI 
!Q£.ti!uLCa2itl!! 
!'lat.erial and 
supplies 

cash 

RATES 

2,. 038, 998 
1,360,557 

2. 842. 739 --~~J.1..lJ 
Less: Federal tax 

accruals 
Total allowance 

for working 
capital 556,816 (881,723) 

Net investment and 
working capital 
allowance 321,068,542 

Ratio of Earnings 
to book vallle 6. 071 

Fair value of property 

P.ate of return on 
fair value 

Common equity 216,.561,373 

( ) ))Emotes negative amount. 

RETURN ON co~~ON EQUITY 
TEST PERIOD DATA, AS ADJUSTED 

Net operating income for return 
Other income or loss 
Income available for fixed 

charges 

Fixed cbargP-i=. 
Balance for common equity 

Common equi tv 

· Return on com.11100 equity 

Present 
_!!~!:_g-2_ 

S 19,477, 125 
___ ,L2JlL.Q12 

21, 0013, aoq 

216,561,373 

6. 1n 
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2,038,998 
1,360,557 

(324,907) 

320,186,819 

8.16'!; 

353,000,000 

216,561,373 

Approved 
-E.!!!~L_ 

! 26,111,564 
__ _k.211.&.072 

27,61'2,61'3 

___ L.Q.a.~dlJ 
20,573,330 

216,561,373 

9.50% 

Based upon the Findings of Pact, as set forth ahl')Ve, the 
Commission makes the following 

CONCLUSIONS 

1. The commission concludes that no more than 57.56'l of 
the total rate increase filed is necessary to provide a fair 
rate of return to Southern Dell on the fair value of its 
property in service at the end of the test ~eriod. 
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2. The rate increases proposed by Southern Bell in the 
Plpplication are found to be unreasonable and unjustified to 
the extent that they produce total increB.ses on the 
ann uali -zed re venue from the customers .at the end of the test 
period in excess of $13,295,087 (increases of $1q,076,805, 
minus decreases of $781,718). 

3. The commission has found that the fair value of the 
plant in service is $353,000,000 and that a fair rate of 
return on the fair value of the plant is 7.401, bringing net 
income for return of !26,111,564. This produces a ratio of 
net income to the original cost of the property of 8.16'1 and 
a return on common equity of 9.5%. 

Q. The commission finds and concludes that the said 
approved annual increase in rates of $13,295,087 should be 
derived from the i..n.£~~~2§ as applied for on (al long 
il§1~ li~agg 1~~Qllg ~ill£~, {b) ggn!re.x §~rvig!!, 
(c) liain~§ and !!.llmb.~£ §~!i£g, (d) ~!!~Y~iQ~ Ans ~[i~at~ 
lin§ milft9~, (eJ !!..Q.!!ile .t.£lru!.h9.!l~ s~t!1£g, (fl §l!lmlfmgnll! 
§.ttvice Md ~!l!liR~fill!., and (g) !!dg-~cg~ !glgg.QJ!muni~~!ion§ 
service; that the decreas~ should be allowed as applied for 
on (h) ~Qn~ £h~~ and (il £Q!Q[ tg!~l!!!Qll~ 2.!ll. £h~~!!~; 
that the increase should be denied entirely in (j) §~rvig~ 
ch~r.gg§; and that the balance of the total annual increases 
approved of !4,85B,q99 should be derived from increases in 
the (k) monthly rate .for loci:!.l telen,bone secvice. The 
evidence of record justifies the increases in the rates 
approved as described above, but does 'not support the 
increase filed for service charges. The service charge 
increases as filed would increase the service charges where 
t'he main station is in place from $5.00 to !i15.00, and 
increase the charge vhen the main station is not in place 
from $10.00 to $15.00, and the Commission finds that the 
same charge to a station which is in place as to a station 
vhich is not in place, is not justified, and the increase in 
the service charqe is denied at this time. 

5. The Commission has long supported a reduction in the 
zone charges for telephone service to customers outside of 
the base rate area in North Carolina in order to reduce this 
burden upon the telephone service to rural · customers, and 
finds and concludes that the reduction 1n zone rates 
proposed in the Application are just and reasonable in order 
to remove a portion of the differential in rates to rural 
customers as compared with the base rate to urban customers. 
The elimination of the SS.00 charge for color telephone sets 
is apptoved on the grounds that the evidence does not 
justify an extra charge based on the color of the telephone 
set. 

6. The Commission finds that the !2G.!il !!Q!!lhlI g!;g is a 
fixed charge or flat rate charge for furnishing of the basic 
telephone set on the customer's; premises, without regard to 
the amount of use an individual customer may make of his 
telephone set (except as reflected in the classification of 
customers, for rate purposes, between residential and 
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business customers) and that as much of the necessary and 
approved increases in rates as possible shoul:i be placed on 
chaTges for service and for actual use of the telephone set 
and telephone plant, vith as small an increase in the local 
monthly rate as possible. For this reason, the commission 
approves all of the other increases and decreases except (j) 
above, as filed, and reduces the increases filed for the 
local monthly rate from $13,331,618 to S4,858,IJ99. ftost of 
the increases in cost of furnishing service shown in the 
record to justify the rate increases relate to increases in 
expenses from actual use of the telephone set and telephone 
plant, and the commission finds that such increases in costs 
should be provided from the use charges, special charges and 
toll charges as dascribed above, and that only the balance 
of the increase necessary be derived from the local monthly 
rate, and has so prescribed in the approved rate increases 
set forth in Appendices "A" and "B" attached hereto. 

7. southern Bell is a subsidiary corporation of American 
Telephone & Telegraph Corporation (AT&T) and the testimony 
of the southern Bell witnesses is to the effect that the 
capital structure of southern Bell is subject to control by 
AT&T as to the ratio of debt and equitv invested in the 
financing of southern Bell. A. t the end of the test period, 
Southern Bell derived 64.84% of its capital structure from 
common equity and 35.16~ from long-teem and short-term debt 
based on $216,561,373 of eguity and !117,430,443 of debt 
applicable to intrastate service in North Carolina. At the 
same time, AT&T vas increasing the percentage of debt in its 
capital structure from 331 debt to approximately 451 debt 
and 551 equity. 

8. The return on equity of a utility company must 
necessari1y he influenced by the debt-equity ratio because 
of the leverage factor from the fixed charges applicable to 
debt, vith the remainder of the earnings available foe 
c01111on equity. The cost of equity capital varies vith the 
equity ratio in the capital structnre of a company, as the 
lover the percentage of debt in the capital strncture the 
lo~er the risk to equity capital, and the lover the cost of 
eguity capital, vith a lov debt ratio. Foe the 
corresponding reason, equity capital can expect a higher 
rate of return vhen the company utilizes the leverage of a 
high debt ra~io, vith high fixed charges an~ high risk to 
equity, hut vith all remaining earnings available to the 
smaller ratio of equity capital. The customers of a utility 
also benefit from higher debt ratios inasmuch as the 
interest charges are a deductible experise for income ta.1: 
purposes, and the combined 481 federal income tax rate and 
6'.C state inco111e tax rate results in a substantial lover net 
cost of debt capital than equity capital to the ratepayer, 
eTen vith the high cost of debt capital at recent high 
interest rates approximating some returns on equity. For 
these reasons, the Commission has alloved a return on equity 
in the amount of 9.51. The company has the opportunity of 
increasing the lov debt ratio of 35.16~ of its capital 
structure and producing a greater return on the reduced 
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ratio of equity, from the rates which are approved in this 
proceeding, by utilizing the leverage of debt capital. The 
t.estimony would support a range of return on equity to cover 
such increase in the return on equity derived from the 
increase in the iebt ratio, and this opportunity is vithin 
t.he discretion of the company and its parent AT&T in 
determining the debt-equity ratio to finance the planned 
major increases in plant construction over the next five 
years .. 

9. The testimony and the southern Bell exhibits are that 
the $6,942,740 of additional annual revenue from the 
increases in intrastate long disb.nce telephone rates, as 
filed and as approved in this order, constitute an increase 
to southern Bell's revenue from the increase in toll rates. 

10. Southern Bell's overall service is good, 
Commission Staff testimony indicates certain areas 
Company• s operations which require improvement, 
improvement should be required of the company 
commission. 

however, 
of the 

and such 
by the 

11.. The ability of Southern Bell to provide adequate 
service in its service area and to construct needed plant to 
meet the increased demand for telephone service under the 
provisions of. North Carolina law requires that its earnings 
be maintained at a level so as to attract the capital needed 
for such service and the construction program proposed. The 
increased cost of providing service, including increased 
wages and the increases in the cost of equipment and the 
cost of installing nev telephones and improving service to 
existing tel?.phones, vitb the attendant per main station in 
tbe central office are amply shown in the record. Increased 
interest charges must be covered vith sufficient funds 
remaining for dividends to attract investors in common 
equity. 

12. That in order to simplify local exchange rate 
groupings, the rate groupings for local exchanges should be 
and are hereby modified to combine present groups 1 and 2 as 
a nev group 1 from Oto 7,000 main stations and PBX trunks, 
by renumbering groups 3 through 9 as nev groups 2 through 8 
at the revised calling scopes included in the filing herein, 
except to expand nev group 8 to include from 115,000 to 
unlimited main st.ations and PBX trunks, and present group 10 
is deleted: and the changes in rate groupings as filed 
herein a re othervi se denied. 

IT IS, THEREFORE, ORDERED AS POLLOi'S: 

1. That the applicant Southern Bell Telephone & 
Telegraph Company be, and hereby is, authorized to increase 
its North Carolina intrastate telephone rates and charges to 
produce additional annual gross revenue not ex::::eefting 
S:13,295,087, bv applying total increases of s1q,076,805, 
less total decreases of $781,718, based upon Stations and 
operations as Qf June 30, 1970, as hereinafter set forth. 
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2. That the local monthly rates prescribed and set forth 
in Appendix "A" thereto attached setting forth increased 
monthly local subscriber. rates 111hich ~vill produce additional 
gross revenue of $4,858,499 from said end-of-test-period 
customers are hereby approved to become the monthly station 
rates to be charged by Soutbern Bell in North Carolina, 
effective with bills rendered in advance on the next billing 
date or dates five days following the release of this Order, 
vitb the revisions in rate groupings as shown in Appendix 
"A.". 

3. That the increase in intrastate tall rates filed in 
this proceeding, and approved as filed and as set out in 
Appendix "B" attached hereto, shall be the intrastate toll 
rates of Southern Bell to become effective at 12:01 a.m. on 
August 9, 1911, to produce additional revenue of S6,942,740, 
based on opP.rations and plant in service at the end of the 
test period June 30, 1910. 

ti. That the increases in (a) centrex service of 
$152,796; (b) listing and number service of $672,875; 
(c) extension and private line mileage of $210,738; 
(d) mobile telephone service of $145,054; (eJ supplemental 
service and equipment of $777,510; and (f) vide area 
telephone service of $316,584; and the decreases in (g) zone 
rates of $517,228 and in the (h) color set charge of 
$264,490, are hereby approved as filed in this proceeding, 
to produce additional annual revenue from the combined 
increases and decre~ses for customers and service at the end 
of the test period June 30, 1970, in the amount of 
J1,493,848, to b~come effective as the rates and charges of 
Southern Bell for said services effective vith bills 
rendered in ~dvance on the next billing date or dates five 
~ays following the release of this Order. 

S. That the increase in service charges, as filed herein 
to produce annual additional revenue of !il ,330,787, are 
hereby denie3. 

6. That Southern Bell shall file necessary revisea 
tariffs reflecting the above increases and decreases, to be 
effective as of the dates prescribed above. 

7. That Southern Bell shall take the necessary action to 
improve service as indicated in Appendix "C" attached to 
this Order, ~nd that the commission Staff shall make further 
periodic reviews and report Southern Bell 1 s progress to the 
commission. 

ISSUED BY ORDER OF THE CON~ISSION. 

This 2nd day of August, 1971. 

!SEAL) 

NORTH c,ROLIN~ UTILITIES COftlfISSION 
Anne L. Olive, Deputy Clerk 
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HCDEVITT, COMMISSIONER, CONCURRING: I agree with the 
Findings of Fact, Conclusions and ordering clauses of the 
Commission to the extent that they produce needed additional 
annual gross revenue not exceeding $13,295,087, but I have 
certain reservations about the sources of these revenues, 
the failure of the Company to completely eliminate zone 
charges, and other aspects of the rate structure which 
justify a supplementary concurring statement which will be 
filed. 

I do not request that the issuance of this Order be 
delayed therefor. 

John W. UcDevitt, Commissioner 



APPENDIX "A" 
SOUTBIBN BELL TELEPHONE 6 TELEGRAPH CO!PANT 

DOCKET P-55, SOB 650 

EXCHANGE RATE GROUPING 
ftain Stations and PBI Trunks In 

Local service Area 

0 bl? Pls?it B§t:~ "' esidence Business ,. .. 
Group Ind. 2-FtY 4-pty Rural Ind. 2-pty 4-FtY Rural "' "" 

I • 0-7000 4.55 3.60 3. Io 3. IO 9.95 8.80 8.00 8.00 
2. 7001-12,000 4.75 3.75 3. 20 3. 20 Io. 70 9.55 8.60 8.60 
3. I 2, oo 1-22, ooo 4.95 3.95 3.35 3.35 11-45 Io. 30 9.20 9.20 
4. 22,001-33,000 5. 20 4. 15 3. 50 3.50 12.20 11.05 9.80 9.80 
5. 33, 001-48, 000 5.45 4.35 3.65 3. 65 I 2.95 11. 00 I 0.40 10.40 
6. tte.001-7s.ooo 5.65 4.55 3.80 3.80 I 3.95 I 2. 55 I I• I 5 II• I 5 
7. 75,001-115,ooo 5. 90 4.75 4.00 4.00 I 5.4~ 14.05 I 2.2 5 12.25 
8. 115,001- Op 6.15 4.95 4.20 4. 20 I 6.95 15.55 I 3.35 ll.25 



Rates by gxchpnges "' .... 
~ence Business " ~changg, Ind. 2-ptr 4-pty Rural Ind. 2-pty 4-pty Rural 

Acme 5.65 4.60 3.95t 3.95•• 12-65 11.50 1 0.25•• 
Anderson 5.45 4.35 3.65t 3.65•• I 2.95 I 1- 80 IO. 40 .. 
Apex 5.65 4. 55 3. 80t 3. 80•• 13.95 I 2.55 11-15 .. 
Arden 5.65 4.55 3.80•• '3.95 12. 55 
Ashe Tille 5.65 4.55 J. 80•• 13.95 12. 55 
Atkinson 4. 55 3.60 3. 10•• 9.95 8.80 8.oo•• 
Bel•ont 6.15 4. 95 16.95 I 5. 55 
Besse•er Ci t.y 5.45 4.35 12-95 11- 80 
Black !fount.a.in 5. 45 q_ 35 3. 65•• 12-95 11-80 
Bloving Rock 4.55 3.60 9.95 8. 80 
Bolton 4.55 3.60 3.1 o•• 9.95 8. 80 
Boone 4. 75 3. 75 3. 20•• 10.10 9.55 
Burg av 4.55 3.60 3.10• 3.10•• 9.95 8. 80 e.oo•• .., 
Burlington 5. 45 4. 35 3.65t 3. 65•• 2.95 11- 80 I O.QO .. "' ... 
Canton 4.95 3.95 3.35• 3.35•• I .45 Io. 30 9.20•• " "' Caroleen 4.95 3.95 1. 45 Io. 30 "' Carolina Beach 5. 20 4. I 5 2.20 11. 05 0 

"' Cary 5.65 Q.55 3. 80t 3.80•• 3. 95 12- 55 11.15 .. "' Castle Hayne 5.20 4-15 3.50•• 2. 20 11- 05 
Charlotte 6. 15 4. 95 II. 20** 6.95 15-55 
Che rrJTille 5.20 4. I 5 3. 50•• 2.20 11.05 9.so•• 
Clareaont 4.75 3.75 3. 20•• 0.70 9.55 8.60•• 
CleYeland 4.95 ~-95 1- q5 I o.30 
Clyde 4.95 3.95 3.JS•• 1- 45 10. 30 
DaYidson 6. 15 4.95 4.20•• 6.95 15.55 
Denver 4.95 3.95 3.35•• 1- 45 Io. 30 9.20•• 
Ellenboro Q.95 3.95 3. 35•• I .45 Io. 30 
Enka-Candler 5.45 4.35 3.65•• 12-95 11-80 
Fair■ont 4.95 3.95 3.35• J.35•• 11- 45 Io. 30 9.20•• 
FairYiev 5.45 4.35 12-95 11-80 
Forest City 4.95 3.95 3.35• 11- 45 Io. 30 9 .. 20•• 
Gastonia 5.45 4. 35 12-95 I I .80 



Gatewood 5. 20 4.15 3.so•• I 2. 20 11.05 
r.ibson 4.55 3.60 9.95 8.80 
r.old sboro 5. 20 4.15 3.501 3.50•• 12. 20 11- 05 
Grant.ham 4.95 3. 95 11- 45 I 0.30 
Greensboro 5.65 4.55 3.eo•• I 3. 95 I 2. 55 
Gt:o•er 4.95 3.95 I I. 45 Io. 30 
Hamlet. 4.75 3.15 Io. 70 9. 55 
Henderson•ille 4.95 3.95 3. 35• I I .45 Io. 30 9.20•• 
Hunters-.ille 6.15 4.95 lf.20•• 6. 95 I 5. 55 
Julian 5.65 4.55 3.BO•• 3.95 I 2. 55 
Ki111es•ille 5. 20 4. I 5 3.50 .. 2.20 11. 05 
Kings l'loontain 5. 45 4.35 2.95 11. 80 
Knight.dale 5.65 4. 55 3. 801 3.eo•• 3.95 I 2. 55 
Lake Lure 5.55 fl. ~5 3. 95•• 2.05 Io. 90 
Latt.i■ ore 4.95 3.95 3.35•• 1- 45 Io. 30 "' ,. 
Laurinburg 4. 75 3.75 3.20•• 0.10 9.55 8.60•• ... 
Lawndale 4.95 3.95 3.351 3.35•• I .45 I 0.30 9.20•• "' <n 

Leicester 5.45 4.35 3.65•• 2.95 If. 80 
Lenoir 4.95 3.95 3.35• 3.35 .. ,_ 45 Io. 30 9. 20•• 
Li ncolnt.on 4.95 3.95 3.35• 3.35•• I .45 I 0.30 9.20•• 9 .20•• 
r.ocust. 4.55 3.60 3. Io•• 9. 95 8. 80 
Long Beach 4. 55 3. 60 9.95 8.ao 
Lovell 5. 45 q_ 35 2.95 11.ao 
Lumbert.on 4.95 3.95 3. 351 3.35•• ,_ 45 Io. 30 9.20•• 
!'taqqie Valley 4. 95 3.95 3.35•• 1- 45 Io. 30 
Maiden 4.95 3. 95 3.15•• I .45 Io. 30 
!! il ton 5. 20 4.15 J.so•• 2. 20 11- 05 9.eo•• 
l'!onticello 5.65 4.55 J .. eo•• 3.95 I 2. 55 
l'!organton 4.95 3.95 3. 35• 1-45 I 0.30 9.20•• 
Mt. Holly 6.f5 4.95 6.95 rs. 55 
Mt. Olive 5. 20 4. 15 3.S0• 3. so•• 2.20 11. os 9.eo•• 
Nevland 4.70 3.75 3. 25•• o.,o a. 95 
Nev ton 5.20 4.15 3.S0• 2. 20 If. 05 9.80•• '" .... 
Pembroke 4.95 3.95 I .45 I 0.30 '" 
Raleigh 5.90 4.75 4.001 4.oo•• s. 45 14-05 12.25 .. 
Reidsville 4.95 3.95 3.351 3.35•• ,_ 45 10. 30 9.20•• 



"' ... 
"' 

Rockingham 4.75 3.75 10. 70 9. 55 
Hovland 4.95 3.95 11- 45 10. 30 
Ruffin Q.95 3.95 I I• 45 Io. 30 
Rutherford ton Q. 95 3.95 3.35• I 1.45 10. 30 9.20•• 
Salisbury 5. 20 4.15 3.50t J. so•• I 2.20 11-05 9.eo•• CJ.so•• 
Saxapahav 5. q5 Q.35 3.651 3.65•• 12.95 11. eo I 0.40 .. 
Scotts Rill 5. 20 4.15 I 2. 20 11. 05 
sel!la q_ 75 3.15 Io. 70 9.55 
Shelby 5. 20 4.15 J. so•• I 2.20 11.05 9.80•• 
south port 4.55 3.60 9.95 e. eo 
Spruce Pine 4.70 3.75 3. 25•• IO. IO 8. 95. 8.15 .. 
Stanley 5.45 Q.35 12-95 U-8D 
Statesville 4.95 3.95 3.35• 3.35•• 11- 45 Io. 30 9.20•• ➔ 

stony Point 4.95 3.95 11-45 I 0.30 "' " sum ■ er field 5.65 4.55 3.eo•• 13.95 12.ss "' "' Svannanoa 5.45 4.35 12.95 I 1- 80 "' Taylors•ille 4. 55 3.60 J.10• 3. Io•• 9.95 8.80 e.oo•• e.oo•• 0 

"' Trout■ an 4.95 3.SS 3. JS•• I I .45 IO.JO "' 
'ilaynes•ille 4.95 3.95 J.35• I 1- 45 ID. JO 
Wendell 5. 95 4.85 q. IO•• 14- 25 12.es 
Wil■ington 5. 20 q.15 J. sot 3.5D•• 12.20 11-05 9.eo•• 
Winston-Sale■ 5. 90 4.75 15. 45 14-05 
Vrights'fille Beach 5. 20 4. 15 12.20 11.05 
Zebulon 6.40 5.30 4. 551 4.55 .. I 4. 70 13.30 I 1-90 .. 

• Obsolete Ser•ice Offering J:BRA 
•• Obsolete SerYice Offering throughout Z•cbange 

• Obsolete Serwice Offering on Xnvard Bo•e■ant 
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DOCKRT NO. P-50, StJB LIO 

BEFOPE THP. NORTH CAROLINA UTILITIES COftlHSSION 

In the Matter of 
\pplication of Thermal Belt Telephone Company) 
for Increase in Rates and Charges ) ORDER 

577 

REA.FD IN: Polk County courthouse, Colu~bus, North 
Carolina, on Thursday, Septe11.ber 30, 1971, at 
9:30 a.m. 

BF.FORE: Commissioners l'!arvin R. Wooten, Bugh A. Wells, 
and John ff. McDevitt (presiding) 

APPEI\RANC'ES: 

For the Applicant: 

F. Kent Burns 
Boyce, Mitchell; Burns & Smith 
Box 1406, Raleigh, North Carolina 27602 

For the Commission Staff: 

Rilliam E. Anderson 
Assistant commission Attorney 
P. o. Box gq1, Raleigh, North Carolina 27602 

HcDEVITT, COMMISSIONER: This matter arose when Thermal 
Belt Telephone Company, Inc.• filed an application with this 
commission seeking adjustments in all of its rates in and 
for its North Carolina operations, effective ~arch 26, 1971. 

On sarch 18, 1971, the commission issued an Order setting 
the matter for hearing, declaring the natter to be a general 
rate case pursuant to G. s. 62-137, and reg:uiring public 
notice. 

By subsequent Orders, the Commission extended the time for 
filing certain reports and changed the hearing date to 
Septemlier 30, 1971. The matter came on for hearing at the 
time and p~ace set. The Applicant and the Staff presented 
witnesses and testimony, and seTeral ■embers of the public 
testified in opposition to the full rate increase as 
proposed. 

FINDINGS OF FACT 

General 

1. corpor~ History. Thermal Belt Telephone company is 
a duly created and existing corporation v·ith headquarters in 
Tryon, North Carolina. It is authorized to do business in 
North Carolina and is a public utility providing a general 
telephone service in North Carolina and South Carolina. The 
Company serves 6,728 stations, of which 4,863 (72.28") are 
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in North Carolina and are served through three (J) 
exchanges, located at Tryon, Columbus, and Green creek. The 
company ad~ed 386 stations to its North Carolina system 
during the twelve (12) months I period endei September 30, 
1970. Controlling interest in the common capital stock of 
Thermal Belt vas purchased by Mid-continent Telephone 
corporation in December, 1965, and it has effectively 
operated the Company since that time. 

2. Naty_i:g_ Q.[ !!!~£:- The proposed increase in rates 
for local service in North Carolina is intended to produce 
!105,617 in additional gross revenue, of which $66,802 vill 
accrue to the Company's use. This income would add an 
average of $21. 72 in addi.tional charges annually for each 
station in service at September JO, 1970, in North Carolina. 
The average percentage increase in local service proposed in 
Horth Carolina is 39.20%, with a range of from 291 to 681. 
The company proposes to expand all of its base rate areas to 
include entire exchanges and will eliminate all zone 
charges; therefore, tbA same rate will then be applicable 
regardless of location within any ex::hange. Toll rates are 
not involved in the proceeding .. 

3.. !g~1 PeriQ1- Roth the Company's and the staff's 
computations and results are based on the end of the same 
test per.iod; i.e., th~ t11elve (12) months' period ended 
September JO, 1970. This test period and the methods of 
adjusting for the end of the period are reasonable in 
compliaitce with G_. s .. 62-133 .. 

q_ Allocations ~gdu~. Rith the exception of 
depreciation expense and the method of computing Federal and 
state incol!I?. taxes, the Company ail.d the Staff used 
substantially identical methods in determining the portions 
of Applicant's total operations allocable to North Carolina, 
viz: 

(a) fla!!! Allocations. Gross plant and depreciation 
reserve accounts were assigned between South Carolina 
and North Carolina on the basis of actual physical 
location except for the commonly used headquarters 
building and land at Tryon. Horth Carolina, vhich 
vere allocated to Horth Carolina operations by the 
ratio of aain stations located in North Carolina 
(69.BBS) to total Company main stations applied to 
joint-use floor space. 

(b) Revenge Allocations. Gross opera ting revenues were 
recorded on the basis of the state in vhich earned; 
therefore, no allocation vas necessary. Total gross 
revenues applicable to Horth Carolina operations 
totaled $437,236 or 63.45• of total company gross 
revenues. 

(c) Q:ru!illillil Rgpenses. Operating expenses vere 
allocated to Horth Carolina on the ratio of mai-n 
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stations located in NoDth Carolina to total company 
main stations (69. 881). 

(d) Deprecia~iQil Rxpen§~- The Company allocated 
depreciation expense to North Carolina on the ratio 
of main stations located in North Carolina to total 
Company main stat.ions, as was used to allocate 
operating expenses. The Staff computed depreciation 
expense on the depreciable plant allocated to Nort.h 
Carolina and charged that amount against North 
Carolina operations. The method of computing 
depreciation used by the Staff resulted in annual 
depreciation e:z:pense of !5, 736 less than the method 
used by the Company. 

(e) Tax~§• Taxes vere for all practicable purposes 
assigned on the basis of the State where charged. In 
computing Federal and state income taxes,, the company 
allocated operating expenses and depreciation expense 
on the ratio of North Carolina gross revenues to 
total company gross revenues {63.451). The Staff 
allocated operating expenses on the ratio of main 
stations located in North Carolina to total company 
main stations (69 .. BBIJ.. The Staff computed 
depreciation on the depreciable plant allocated to 
North Carolina. The method of allocating operating 
expenses and depreciation expense for the purpose of 
computing Federal and State income taxes by the Staff 
is the same as (c) and (d) above. 

(fl !;;.~lli!al a_!,locsl..tions, £.illt.ll Stt:~!!c.g and Serr!.~~ 
E_g_g!!.ll~n!a• Total company capital structure and 
capital service requirements are attributed to the 
Company's North Carolina operations in the same ratio 
as gross plant is allocated; i.e.,, 66.45'1 is assigned 
to North Carolina. 

5. !hf. ~n.d-2f.-Period l!tl ~tlm.fillt. x_ncluc!ing All2va!1£~ 
for Vorking canital. The company arrived at an end-of­
period gross plant investment of $2,,674,,116, with applicable 
ffepreciation reserve of $518,,040,, and working capital 
allowance of. $94,982 for a net end-of-period investment 
including allowance for working capital of .$?.,,251,058. The 
Staff eviden=e shows an end-of-period gross plant investment 
of $2,,64g,Js8, applicable depreciation reserve of $524,,115,, 
and working capital allowance of $71,691,, for an end-of­
period net investment including allowance for working 
capital of i2,,196,,964. 

The difference between the Staff's net end-of-period 
investment includinq allovance for working capital and the 
Corq:any' s net investment is primarily due to the foll?ving: 

(a) The staff increased the reserve for rlepreciat.ion in 
the amount of $6,,075, the adjustment to increase 
depre=iation expense to the amount computed on 
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depreciable plant in service at the end of the test 
period. 

(b) The Company included construction vork in progress in 
the amount of $24,728 applicable to North Carolina. 
The Staff did not ·include construction vor1t in 
progress. 

(c) In computing the allowance for vork.ing capital, the 
Company used the formula allowance of 1/8 of 
operating expenses. The Staff used 1/12 of operating 
expenses. Also,. the company included taxes as part 
of operating expenses. The Staff did not include 
taxes as a part of operating ezpenses. The staff 
deducted average Federal and State income tax 
accruals, but the Company deducted only average 
F~deral income tax accruals as a credit to the 
allowance for working capital. 

We find that the reasonable end-of-period net investment 
including allowance £or working capital for Thermal Belt 
'I'elephone Company's utility plant uSed and useful in 
rendering telephone service in North Carolina at September 
JO, 1970 (the end of the test period), is S2, 197,955. 

6. ~~g~ ~riginal cos!. The Company introduced 
evidence tending to shov that the gross trended original 
cost of its allocated North Carolina utility plant in 
service is $3,027,862, vith a trended depreciation reserve 
attributable thereto of $607,311, for a net trended original 
cost of $2,420,551. 

7. Fair Valu~ ~ ~§~. Having fully considered and 
given full weight to the reasonable original cost of Thermal 
Belt's property used and useful in providing the service to 
the public vithin this State, less that portion of the cost 
vhich had been consumed by previous use recovered by 
depreciation e:rpense, the replacement cost of the property 
as shown by trending such depreciated cost to current cost 
levels, and the evidence before the :ommission relating to 
the present condition and use of the company's property in 
the State, the fair value of Thermal Belt Telephone 
Company's public utility property used and useful in 
providing the service rendered to the public within this 
State is S2,328,SOO. 

operating Revenues 

8. ~!ima.~ ~Y..e. .!!lit: ~fil R~!i- The company 
preserited evidence tending to show that its annual gross 
operating revenues under present rates is $437,236. The 
Staff's eviaence agrees with this figure. We find the 
company•s reasonable annual gross operating revenues under 
present rates $437,236. 

9. Estimated Revenues under Proposed Riles. The Company 
evidence tends to show gi-oss operating revenues under the 



RATES 

proposed rates to be !542,853; the Staff's 
evidence agrees vitb this figure; annual gross 
revenues under the rates hereinafter found to be 
and approved would be $533,678. 

Operating Revenue Deductions 

581 

comparable 
operating 

reasonable 

10. ~illi2n E%pense. The Company's evidence shows 
annual depreciation expense of s1q3,570 and the Staff shows 
s12q,967. We find the reasonable annual cost consumed by 
depreciation is $12Q,967. 

11. ~- The company shows annual taxes of $5EJ,395 
under the present rates and $109,695 under the proposed 
rates. The Staff shows $63,795 in taxes Under present rates 
and $100,321 under the proposed rates. we find a reas~nable 
and actual annual tax liability to be $63,795 under the 
present rates and $102,610 under the proposed rates. Dnder 
the rates hereinafter found reasonable and approved, the 
Company's reasonable annual tax liability is estimated at 
$97,781. 

12. Q!.h~.! ™L:ating Expenses. Total operating expenses 
are shown by the company to be $197,231 ; by the Staff to be 
$196,532. we find $196,532 in total operating expenses to 
be actual, reasonable, and legitimate. 

Capital Structure and Requirements 

13. Net 9peratinq Tncom~ for H.~.tll~D- The Cocipany•s 
evidence tends to show a net operating income for return of 
$45,624 under present rates and $95,774 under the proposed 
rates. The Staff shows !53,973 and $125,765, respectively. 
Allowing for all operating revenue deductions herein found 
reasonable, the company would be permitted net operating 
income for return of !116,429 under the rates hereinafter 
found reasonable and approved. 

14. ~1 ~truCture. Capital structure all~ated to 
North Carolina shows total capitalization of S2,1~8,763, 
consisting of $1,157,923 long-term debt (53.89,1 at an 
interest. rate of 2,:; equity capital (26.521) totaling 
$569,807 and comprised of $67,779 in coS ■on capital stock, 
!265,800 in Capital surplus and $236,228 in earned surp.lus; 
and $421,033 in advances from the parent company (19.591) at 
an interest rate of 8 'I. 

15. ~!:!.t ~~ice. Applicant's reasonable annual fixed 
charges are S2J,159 for long-term debt and SJJ,683 for the 
advances from the parent corporation for a total annual 
actual and reasonable debt service requirement of $56,842. 

16. £apital £2.~ -- ~~m2n ~gY!!I• Applicant, for the 
test .year~ failed slightly to cover its fixed charges after 
taxes and had no earnings on its couon equity attributed to 
Borth Carolina operations under present rates. The Company 
would earn 12.10% on its common equity under the proposed 
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rates. It vould be permitted to earn 10.271 return on 
common equity under the rates hereinafter found reasonabl~ 
and approved. 

17. Jm.tg gf Return. The Company is earning a rate of 
return of 2.32~ on the fair value of its property under 
present rates. It would be permitted to earn a rate of 
return of 5.191 on the· fair value of its property as herein 
found under the proposed rates. The rates hereinafter found 
reasonable and approved vould permit the company to ea~n a 
rate of return of 51 on the fair value of its property as 
herein found. 

18. Fair Bate gt Retur11- Giving full consideration· to 
enabling Thermal Belt Telephone company by sound management 
to produce a fair profit for its stockholder$, considering 
changing economic_ conditions and all other factors of record 
and supported by competent, material, and substantial 
evidence, to maintain its facilities and services in 
accordance vith the.reasonable requirements of its customers 
in the territory covered by its franchise, and to enable the 
Company to compete in the market for capital funds vbich are 
reasonable and vhi~h are fair, both to its customers and its 
existing investors, a fair rate of return on the fair value 
Of the Com·pany• s utility property is 5%. 

20. .R!!~§.. Rates as pr~posed by the Company would permit 
the Company to earn, in addition to the reasonable operating 
revenue deductions herein found, a rate of return of 5.191 
on the fair value of the Coapany•s property herein found. 
To the extent such proposed rates produce, in addition to 
the reasonable operating revenue deductions herein found, a 
rate of return in excess of the fair rate of return on the 
fair value of the company's property as here.in found (5% on 
!2,328,500) • such rates are excessive, unjust, and 
unreasonable. Rates charges in accordance with the schedule 
mar'kEd Appendix "A" attached hereto and ■ ade a part hereof, 
vi 11 permit the company to earn• in addition to the 
reasonable Operating revenue deductions herein found, a fair 
rate of return on the fair value of its public utility 
property used and useful in providing the service rendered 
to the publ.ic within this· Stater and constitute rates that 
are just and reasonable, both to the Applicant and to the 
public. 

21. Testimony vas presented at the hearing regarding the 
quality of telephone service provided by Thermal Belt 
Telephone Company and based upon the testiaony and evidence 
introduced at the hearingr the C'o■mission finds that an 
adequate level of service is being provided by the Company 
in Horth Carolina. 

Based upon the foregoing Findings of Pact, the commission 
makes the follovi ng 
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CONCLUSIONS 

The commission concludes that telephone service provided 
by Thermal Belt Telephone company in North Carolina is at an 
adequate level. The finding- of an adequate level of service 
by the commission does not mean that there are not any areas 
of a Company's operation which does not need improving to 
eliminate a service affecting situation or to reduce the 
possible development of future service-affecting conditions. 
With such considerations in mind, the Commission recognizes 
recommendations made by the commission staff concerning 
certain action which should be taken by Thermal Belt. These 
recommendations included further periodic tests on DDD and 
study of operator answer time vith the results proVi.ded to 
the Commission. Thermal Belt Telephone company has provided 
the results Of periodic DDD tests in conjunction vith 
Southern Bell in south caro1ina and the results of the 
latest of those periodic tests shov that the DOD failure 
rate has been reduced to less than 1~. Also, the results of 
periodic operat.or answer time studies vere proviaed vith the 
lat.est study shoving that 87% of the answers weTe within six 
(6) seconds. 

Fegarding the other recommendations of the Commission 
staff, the company should concentrate efforts on reducing 
the trouble reports in the Green Creelc exchange and initiate 
a program of periodic traffic usage studies on line, 
terminal, an~ trunk groups for use in traffic load balancing 
and equipment additions. 

The abilitv of Thermal Belt to provide adequate service in 
its service area and to construct needed plant to meet the 
increased demand for telephone service under the provisions 
of North Carolina law requires that its' earnings )je 
maintained at a level so as to attract the capital needed 
for such service and construction. The increased cost of 
providing service, . including increased wages and the 
increases in the cost of· equipment and the cost of 
installing nev telephones and improving service to existing 
telephones are amply shown in the· record-. Increased 
interest charges must be covered with sufficient funds 
remaining for dividends to attract investors in common 
equity. 

The Commission has found that the fair value of the plant 
in service is $2,328,500 and that a fair rate of return on 
the fair value is 5~- The Commission concludes that an 
increase in a nnualiazed operating re venues less 
uncollectibles of $96,442, or no more than 91.311 of the 
proposed rate increase, is necessary to provide a fair rate 
of return to Thermal Belt. The approved increase produces a 
return on common equity of 10.27%. 

While the application of Therma1 Belt Telephone Company in 
this proceeding seeks an increase under the proposed rates 
to produce $105,617 of additional revenue from the custo~ers 
at the end of the test period on an annualized basis, the 
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folloving tables based on 
calcu·lations for the !96 ,4lJ2 
record in this proceeding: 

the Findings of Pact shov the 
found to. be reasonable from the 

NET OPERATING INCO!E FOR RETURN ARD NET INOJ!E DERIVATIONS 
THEBRAL BELT TELEPHONE CORPANY - NORTH CAROLI.NA OPERATIONS 

FOR THE TEST PERIOD - YEAR ENDED SEPTE!BER 30, 1970 

ppe;atfnq Revenu~§ 
Gross operating revenues 
Oncollectibles 

Total operating revenues 

QperatiruLRfil~!!!!!-l!ru1uctions 
Operation & maintenance exp. 
Depreciation 
Ta:zes other than income 
Income tazes - State 
Income taxes - Federal 
Income taxes - deferred 
accelerated depreciation 
Investment tax credit 
normalization 
Inyestment tax credit 
amortization 

Total operating revenue 
deductions 

tle't operating income 
Add: A.nnualization adjustment 
set operating income for return 

At After 
Present Increase Approved 
Rates Al!l!l:~ _!fl~~ 

Q41,101 97,318 
1--1&~) (_!!2§.l ™~ .2§,.942 

196,532 
124,967 

Q4,487 s, 839 
3,759 

24,388 

19,548 

2,127 

~,367) ----
J85,.JJ!.!! ;n"J!H 

51,9Q2 62,456 
--2 .. u1 

53,973 62,456 
====== ====== 

538,419 
L_!!...Z!Ul 
533 ,67!! 

196,532 
124,967 
50,326 

3,759 
24,388 

19,548 

2,127 

L2,J67J 

!UWfil! 

1n,39a 
_;wm 
116,Q29 
======= 

&et other income (loss) (, 1,089) 
Income available for fixed charges 52,884 

I 1,089) 
115,3QO 

Fixed ~har ges: 
Interest on long-tem debt 
Interest on advances from 
p-arent corporation 

Total fixed charges 

Common stockholders equity 
Bate of return on co■ mon stock­
holder equity 

23,159 

..ll .. liU 
56,842 

3,958) 
====== 
569,807 

====== 

23,159 

33,683 
56,842 

58,498 
======= 
569,807 

10.271 
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CAPITAL STBUC!'URE AND INTEREST BEQUIBEftERTS 
THERftAL .BELT TELEPHONE COftPAHY - K. C. OPERATIONS 

Type capit!! 
Long-term debt 
AdYances from parent 
corporation 

•) Co• ■on egui ty 
Total capitalization 

421,033 
-~l!.!!1 

$2, 148., 763 

19.59 _zhlz 
100.00 

lnnual 
Interest 

R e(Jni,!:~!!filJ:1§ 
$23,159 

33,683 

$56,842 

THBRftAL BELT TELEPHONE COftPANY - R. C. OPERATIO~S 
RATES OF RETURN OH NET IBVESTftENT 

YP.AR ENDED SEPTE!BER 30, 1970 

Telephone plant in 

Qriqill~! __ 
Present Approved 
_Rates _!!.ll!i!~-

service 2,6fl.9,388 2,649,388 
t.ess: 'Reserve 
for deprecia~ion _2Zhl.l!i --2llLll~ 

set telephone 
plant in 
service 2., 125., 273 2,125,273 

Allowance for 
working capital: 

ffaterial & 
Supplies 
Cash 

Less: Average 
Federal and 
State income 
tax accruals 

Wet allowance for 
voi:king capital 

Total rate base 
for return 
Net operating 
income for return 
Rates of return 
on net investment 

4tl,174 
42,582 

86,756 

'2,212,029 

53,973 

2.Q4" 

14,07!, 

72,682 

2.197,955 

116,429 

5.301 

!Qi.C..!W!L!!At~ Base 
Present Approved 

__ !~!~~- _Jt~1ll_ 

2,328.500 2,328,500 

53,973 116,429 

2.321' 5.001' 

The Utilities commission takes judicial notice of the 
PrEsident•s E1:ecutive Order Ho. 11627. entered on 
October 15, 1971, establishing Phase II of vage and price 
controls under the Economic stabilization Act of 1970 beyond 
the original 90-day period ending•Novemb8r 13, 1971, and the 
est.ablis.hment of the Price Commission pursuant to said 
Order, and the rules and regulat.ions of the Price Commission 
published in Volume 36, No. 2-20, Federal Register, 
November 13. 1971. ~ 300.016, Rg,miilt~ ytiliti~2, at 
p. 21,793, as amended in Volume 36. No. 222. Federal 
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Register, November 17, 49-71., at p. ,21,953, requiting that 
regulated public utilities ha'f'ing gross receipts of 
SS0,000,000 or more give notice to the price ComaisSion of 
any price in::reases authorized by regulatory agencies. 

The Utilities commission is further advertent to public 
statements of guidelines and policies of the Price 
Co11mission, and concludes that the North Carolina ra.te 
procedure and the evidence in this proceeding, and the 
consideration thereof by the com■ission., fixes the rates of 
Thermal Belt in this proceeding on the basis that they will 
provide no more than the minimum return necessary to assure 
continued and adequate service. The return actually earned 
by Thermal Belt from the rates previe>usly in effect produced 
a rate of return of only 2.321 and if continued vithoat the 
rate increase approv~d here. vould not be adeguate to assure 
continued and adequate service. and this co■ mission finds 
and so certifies that the increases are consistent vith the 
criteria established by the Price Com.mission. and the 
documentation for such findings are set out fully in the 
Findings of Fact and Conclusions herein, based on evidence 
of record of the public hearings herein. 

The rate increase approved here is authorized solely on 
the basis that it is necessary in order to assure continued 
and adequate service to the .public in Thermal Belt's ser•ice 
area, cohsidering the increased cost of service, the 
increased expenses of Thermal Belt and the increased cost of 
money, and the purpose of the Economic Stabilization Act of 
1970, as amended. 

This Order is entered subject to the compliance of Thermal 
Belt vith all requirements of the Price Cqmmission for 
notice of such increase and subject to such other rules and 
regulations of the Price commission as may be applicable to 
sucl:i increase. 

IT rs. T REREFORE, ORDERED AS FOLLOWS: 

1. That the Applicant, Thermal Belt Telephone company, 
be, and hereby is, authorized to increase its North Carolina 
intrastate local exchange telephone rates and charges to 
produce additional annual gross revenue not exceeding 
$97,318 by applying total increases of $97.318 based upon 
stations and operations as of September 30, 1970, as 
hereinafter set forth. 

2. That the local monthly rates prescribed and set forth 
in Appendix "A" hereto attached setting forth increased 
monthly local subscriber rates which will produce additional 
gross revenue of $96,4Q2 from said end-of-test-period 
customers are hereby approved to become the monthly station 
rates to be charged by Thermal Belt in North Carolina, 
effective vith bills rendered in ,advance on the next billing 
date or dates five days following the release of thi~ Order. 
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3. That. Thermal Belt shall file necessary 
tariffs reflecting the above increases and decreases, 
effective as oft.he dat.es prescribed above. 

I SSOED BY ORDER OF THE coaMISSION. 

Tbis t.he 21st day of December, 1971. 
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revised 
to be 

NORTH CAROLINA UTILITIES CO88ISSION 
Katherine H. Peele, Chief Clerk 

APPENDIX n A" 
Thermal Belt Telephone company 

Docket No. P-50, sub 40 

Monthly Local service Rates 

Tryon, Columbus, and Green creek Exchanges 

Residence, one-party 
Residence, tvo-pacty 
Residence, four-party 
Residence extensions 

Business, one-party 
Business, tvo-party 
Business, four-party 
Business extensions 

$ 8. 75 
1. 75 
6.25 
1. 00 

$14. 75 
1 ,. 75 

9. 75 
2. 00 

Kain station rates applicable at all 1ocat.ions 
within the service areas without mileage or 
zone charges. 

DOCKET HO. P-50, SUB 4 0 

WOOTEN, COftlUSSIONER, CORCOBBING: The Order in this case 
is another example of "bare bones" regulation during times 
of rapid inflat.ion, vhich is not compatible vith the 
financial health of this utility, and in 11y opinion is no.t 
in the long-ter111 best interest of the ratepayers. I 
recognize the efforts of the President of the United States 
to curb the rate of future inflation, however, this case is 
based upon a test year ending September 30, ·1970, al11ost a 
year prior to the President •s August 1971 freeze on prices. 

"Bare bones" rate regulation during inflationary periods, 
coupled vith orders for further expenditures of greater sums 
of money to improve service found to be adequate, aoounts to 
saying to this utility to "starve yourse1f into fatness", 
and "spend yourself into riches". 

The teduction of a rate increase reguest for the sake of 
reduction only is not the spirit nor intent of this State's 
utilities la.vs. Rove•er, the reduction in rates made in 
this order is not as great as might have been, and for that 
reason and in order that this order may issue and become 
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effective, 
that the 
reasonable 
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I vote in the affirmative, but 
commission has granted less 
increase herein. 

record 
than a 

my viev 
just ana. 

ftarvin B. Hooten, Commissioner 

DOCKE'T' NO. P-9, SUB 113 

BEFORE THE NORTH CAROLINA UTILITIES COS~ISSIOR 

In the Matter of 
Application of United Telephone company of 
the Carolinas, Inc., for Authority to Adjust 
Its Rates and Charges for Telephone servlce 
in Tts Service Area Within North Carolina 

ORDER 
ALLOWING 
PORTION OP 
RATE INCRUSE 

DATE AND PLACE OF HEARING: 

BEFORE: 

APPEARANCES: 

June 22, 1971, in the Superior Courtroom, Moore 
County Courthouse, Carthage, Horth Carolina. 

June 23, 1971, 
Greensboro Public 
Carolina. 

in the 
Library, 

Audi tori um of the 
Greensboro, North 

August 30, 1971, in the Hearing Room of the 
Cammi ssion, Raleigh, Horth Carolina. 

September 20 - 24, 1971, in the Hearing Room of 
the Commission, Raleigh, North Carolina. 

Chairman Harry T. Westcott, Presiding, and 
Commissioners John w. NcDevitt, ftarvin R. 
Wooten, ftiles R. Rhyne and Hugh A. Wells. 

For the Applicant: 

R. c. Howison, Jr. 
Joyner and Howison 
Attorneys at Lav 
Wachovia Bank Building 
Raleigh, North Carolina 
Por: United Telephone company of the 

Carolinas, Inc. 

Wade Barber 
Barber, Holmes and covington 
Attorneys at Lav 
P. o. Box 1~6, Pittsboro, Horth Carolina 
For: !Jnited Telephone company of the 

Carolinas, Inc. 
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For the Prot~stants: 

W. Lamont Bcovn 
Attorney at Lav 
southern Pines, Korth Carolina 
For: Sandhills Community Colleg9 

f!r. Eugene V atts 
ftr. Edvard Pl. Durant 

Baymond D. Thomas and 
John G. Wolfe, III 
Attorneys at Lav 
118 West !'loun tain Street 
Kernersville, North Carolina 
For: Teleohone Subscribers 

For the Intervenors: 

I. Beverly Lake, .Jr. 
Assistant Attorney General 
Attorney General's Office 
Revenue Building 
Raleigh, North Carolina 
For: The using and consuming Public 

For the Commission Staff: 

Edvard B. Ripp 
Commission Attorney 

and 
William Anderson 
Assistant co■mission Attorney 
Ruffin Building 
Paleigh, North Carolina 
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WOOTEN, CO!'!ftISSIONER: On January 27, 1971, United 
Telephone Company of the Carolinas. Inc., (hereinafter 
United). 385 west PennsylTania Avenue. Southern Pines, North 
Carolina 20387, filed an application vith the Commission foe 
authority to increase its local monthly telephone rates, 
service charges, listing service, auz:iliary service, lcey 
systems, joint-user rates, semi-public pay stations, PBX 
central offioe trunks, extension and private line serTice 
and mobile telephone service., and to reduce its zone rates 
and its charges for color telephone sets. The application 
includes increases totaling S1,392.,793.58 in annual gross 
re•enues during the test period ending necember 31, 191'0, 
vith reductions of $59,926 in zone mileage charges and 
S32, 796 in charges for color telephone sets, resulting in 
total increases in annual revenue applied for of 
S1 ,300,01'1.58. The increases in stated amounts of 
additional annual revenue for the respective rates applied 
for are as follovs: 

1. ~£Al l!_Q.!!.!;.hly ffate: $1,126,210.80 
This covers ~roposed incxeases in main 

local exchange service rates. 
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2. Zone Rates: 
Company proposes to reduce zone 

the width of the zones and extensions 
areas. 

(-)$59,926,00 
charges by increasing 
of their base rate 

3, Listing and Number service: $11,565.00 

4. Service Charges: 
The company proposes 

charges applying to service 
moves and changes. 

$36,038.00 
to increase the non-recurring 
connections, installations, 

5, 

6. 

Color Charge: 

Auxiliary Service: 

7. ~ Systems: 
The increases in service requested 

central office trunks, PBX trunks (for key 
or PABX or key talephones). 

8. 

9. 

10. 

ll.. 

12. 

Joint-User: 

Semi-public~ Station: 

~ Central Office Trunks: 

Extension and Private Line service: 

Mobile Telephone Service: 

(-)$32,796,00 

$6,402.00 

$103,911.28 
are applicable to 
systems on a PBX 

$337,00 

$26,928.00 

$72,451.50 

$8,650,00 

$300.00 

The increases proposed in the monthly telephone r~tes vary 
for the 14 local exchanges served by United 1n North 
Carolina in accordance with exchange rate groupings based 
opon calling scope or number of telephones within the 
calling scope of ~ach local exchange. The increases 
proi:iosed, compared with present telephone rates, with 
resulting increases applied for, for the 14 exchanges and 
groupings based upon exchang,; sizes are· as follows: 

R~siclence Business 
1-Pty 2-Pty 4-Pty 8-Pty 1-Pty 2-Pty 4-Pty 8-Pty 

Bonlee and Goldston 
Present 3,75 3.00 2.50 2.50 G.25 5.25 4.25 
Proposed 7.20 5.45 4.25 4.25 11.05 9.25 7.25 
Increase 3.45 2.45 1.75 1.75 4.60 4.00 3.00 

Pittsboro 
Present 4,45 3.70 3.00 3.00 8.05 6.95 5. r,5 4.85 
Proposed 7,85 G.10 4.75 4,75 13.30 11. 40 8.90 7.70 
Increase 3,40 2.40 1.75 1.75 5.25 4.45 3,25 2.85 

Siler Citl 
Present 4.80 4.05 3.20 3,20 8,95 7.80 5.35 
Proposed 8.40 6,65 5.15 5.15 14.80 12.70 9.95 
Increase 3, 60 2. GO· 1. 95 1.95 5.85 4.90 3.60 



Gibsonvi!.1-~ 
Present 
Proposed 
Increase 

5. 85 
10.95 
5.10 

5.10 
9.20 
•- 10 

RATES 

4.10 
6.95 
2. 85 

4.10 
6.95 
2. 85 

11.80 
20.80 

9.00 

10.35 
17.50 
7.15 

carthag~_Pinebur~flopbins~outhern Pines, 
Vass, ~1-H..hi§~tinq Pi,!!g:.§ 
Present 6.25 5.50 4.45 
Proposed 10.20 8.45 6.60 
Increase 3.95 2.95 2.15 

4.45 
6.60 
2. 15 

12.75 
19.40 

6.65 

t:l!!I.YAI=I.~rin11,_!n~~~,a_!U!.d Kernerffi!le 
Present 6.2, 5.50 4.45 4.•5 12.75 
Proposed 12.10 10.35 7.75 7.75 23.30 
Increase 5.ij5 ti.BS 3.30 3.30, 10.55 

11. 25 
16. 75 
5.50 

11. 2 5 
19. 40 
8.15 

8.50 
n.oo 
5.50 

9.25 
13.35 

4.10 

9.25 
15.65 

6.40 
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6.50 
9.80 
3. 30 

The COMmission, being of the opinion that the application 
affected the interest of the using and consuming public in 
the area of North Carolina served by United,. by Order 
entered on FP.bruary 24, 1971, suspended until further order 
of the commission the µroimsed effective date of United's 
requested increases, declared the proceeding to be a general 
rate case una.er G. s. 62-133 and set the matter for bearing 
in Raleigh, North Carolina, and for the bearing of public 
witnesses in Carthage and Greensboro, North Carolina, as 
reflected in the record of the case herein. Notice of the 
application and the dates of hearings vere published in 
newspapers of general circulation vitbin Uni tea• s service 
area. wotice of Intervention vas duly filed by the Attorney 
General of North Carolina, Honorable Robert 1'1organ, on 
February 16, 1971, for and on behalf of the using and 
consuming public of North Carolina.. Attorney 'iii. Lamont 
Brown appeared representing Eugene Watts, Edvard 1'1. Durant, 
and Sandhills community College as protestants, and 
Attorneys Raymond n. Thomas and John G. Wolfe, III, appeared 
representing the Kernersville, North Carolina, telephone 
subscribers protesting the rate increases requested. Other 
■embers of the public vere present at hearings in Carthage 
and Greensboro and their protests duly noted in the record. 

During the hearing, the applicant, nnited,, offered 
testimony and evidence as follows: 

!Ir. Edwin w. Smail,, President of united Telephone Company 
of the Carolinas, Inc., testified that the company's last 
previous rate increase application was filed on February 1q, 
1958,, based on a test year ending December 31, 1957, in 
vhich the Commission allowed an increased schedule of rates 
and charges effective vith billings on and after June 3,, 
195B. He testified generally that the co•pany had 
experienced subst.antial increases in the costs of doing 
business during the thirteen-year period since the company's 
last rate case, citing various examples; that the increased 
Costs are reflected in the company's investment in telephone 
plant. He noted that the gross plant additions in North 
Carolina in the test year 1970 alone exceeded the total 
inVEstment in North Carolina of thirteen years ago by 10J. 



592 TELRPHOIIE 

He testified that as of the close of business on Thursday, 
September 9, 1971, the company has no customers on lines 
serYing more than four customers, even though certain of the 
custo■ers are classified as multi-party customers. P!r. 
Smail testified regarding the company•s proposal as set out 
in detail by Witness Ricar to reduce certain rates and 
charges for certain subscribers by exchanges in the base 
rate areas. Plr. Smail testified rega.rding the testimony of 
staff vit.ness l!lr. Vern w. Chase that the co■pany "could live 
vith" Br. Chase• s proposal to decrease the charges applying 
for each zone whereby all customers outside the BBA vill 
receiTe a reduction in zone charges. 

l!lr. Smail testified that the company has shovn a higher 
grovth rate in !forth Carolina than the industry as a vhole. 
and forecasts that the gross additional plant investment in 
!forth Carolina for the fiye years 1971 through 1975 vill 
approz:i11ate !27.334.000 and that the additional capital 
funds will be furnished through internally generated funds 
and through short-term loans which are ultimately conYerted 
into additional long-term debt and equity. such that 
$9,680.000 of the additional financing requirements of 
!25,695,000 vill be furnished fro■ internally generated 
funds, leaving $16,015.000 to be furnished fro■ outside 
financing; that this estimate is based on receiving the full 
amount of the requested rate relief and to receive less than 
the requested relief vould decrease the internally generated 
funds and increase the amounts needed from outside 
financing. rtr. Smail testified that debt sold in the test 
year (Series I, First ftortgage Bonds issued in February 1970 
at 9.S~J cost 2.6 times the cost of debt thirteen years ago: 
that the company had a test year composite rate of interest 
on long-term debt of 6.ij91; that the Indenture securing the 
company's first mortgage bonds provides that additional 
bonds 111.ay be issued only if the interest coYered in tvelve 
consecutive months of the fifteen calendar months preceeding 
the proposed issue date is at 1.east tvo times the interest 
on the bonds to be outstanding after the issuance of the nev 
bonds. 

ftr. John J. Jaquett.e, senior Vice President - Finance, of 
United Utilities, Incorporat.ed ("U.IJ .. I."), testified that be 
had responsibilities for long- term and short-term financing 
for !JOI and for all of the subsidiaries including the 
applicant. !Ir. Jaquette testified and offered ezbibits in 
support of the B.46,: rate of return on net investment as 
requested in the application. He explained that the parent 
company, OUT, buys all of the common stock of United of the 
Carolinas and can continue to do so only so long as it has a 
reasonable expectat~on of adequate earnings; that United of 
the Carolinas obtains debt capital by competing in the 
national bond market and that currently there are tventy­
seven institutions holding portions of its outstanding bond 
issues; that increases have occurred in the interest. cost of 
debt capital since Jannary of 1967, with weighted interest 
costs rising from 6.or,: to 9.48~ between 1967 and 1970. l!lr. 
Jagnette testified that the last issue recorded for United. 
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of the Carolinas in February 1970 was at a coupon rate of 
9-1/21 and that the applicant after Merger of Greenvood­
United Telephone Co11pany (of South Carolina) into it has 
arranged for the sale of S7.000, 000 at a coupon rate of 
8.38'; that the company has not been large enough to be 
issued a credit rating in the past, but be anticipates the 
combined company after the merger is of sufficient size to 
receive a credit rating and that after the 11erger a bond 
issue of the combined company might soon be accorded an "A" 
rating when the interest coverage is improYed; that an "A" 
rating vould expand the market for United of the Carolinas• 
bonds and could reduce the interest: rate by as much as 1/2 
of 11; that the interest coverage to obtain an nAn rating 
would probably need to be 3-1/2 to q times coverage before 
income taxes. !Ir .. Jaquette testified. that the imbedded cost 
of debt was 6.qgJ as of December 31, 1970 .. He testified 
that in his opinion the current rate of return is 
insufficient. 

nr. Jaquette testified that in his opinion the cost of 
eguity capital to United of the Carolinas is approximately 
13.00I. This figure was based on a 10-year cost of new 
equity to UUI, since United of.the Cllrolinas does not have 
its ovn market experience to determine the cost of its 
equity; that the determination of a return on equity "is not 
an exact science. It requires judgment ••• " and that his 
premise that the rate of return must be the average rate of 
return of the parent over a period of years shOuld not be 
the only criterion used by the commission. He testified 
that United of the Carolinas recorded a rate of return to 
co■ llon equity of 8.921 for the test year, a return on 
allocated comnon equity in Horth Carolina of 7.56i and 6.2Q% 
on Borth Carolina intrastate. 

Plr. Jaquette testified that in his opinion the fair cost 
of capital for United of the Carolinas is B.301 (or on an 
allocated basis, 9. 50~); that in a calculation of this type, 
the level of the debt-equity ratio is important; that the 
actual capital ratio mu.st be both "representative of the· 
recent past" and representative of management• s objectives 
for the near teem future. 

Plr. Charles A. Brick.man is a Vice President of Kidder 
Peabody & com_pany, Inc., which is a major investment banking 
firm operating on an international scale, doing a general 
securities underwriting business and managing equity and 
debt offerings for issuers, in addition to its brokerage 
business, and has acted as the investment banker for rrUI and 
its subsidiaries since 1949; he testified as to the 
considerations taken into account by the tvo rating services 
in determining bond ratings and that United of the carolinas 
had not attempted to obtain a rating as of yet because a 
rating of less than "A" would be of no meaningful help in 
11arketing the issue; that the level of earnings of United of 
the Carolinas is not sufficient to meet the standards of a 
rating' service for an "A" rating. Re testified that the 
de■and. for funds from both public and private sectors and 
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accordingly, interest rates, vill remain high, based on 
calculations regarding the ongoing demand for funds just to 
refund maturing debt. 

nr. Charles D. Ehinget, Vice President - Engineering and 
operations of United Utilities, Incorporated, testified and 
offered exhibits as to the relationships betveen u.a.r. and 
its subsidiary, United of the Carolinas, as vell as the 
North Electric company and United systems Service, Inc. He 
described tbe North Electric company as a supply company and 
the United systems service, Inc., as a subsidiary making 
various management, accounting, legal and engineering 
service available to the subsidiaries on a contractual basis 
for services rendered and on the basis of an allocated 
assessment to cover expenses of the service company vhich 
are not directly rendered. 

!r. D. ~- Gedeon, Controller of North Electric Company 
("North"), testified and offered exhibits regarding the sale 
of equipment to affiliated United companies as vell as to 
non-affiliates, explaining that United of the Carolinas, by 
virtue of being a member of the United System has the 
advantage of the µurchasing pover of the vhole system in 
determining the discount applied to its purchases. 

~r. John n. Russell, Group Vice President - Public 
utilities Division of the American Appraisal company, Inc., 
testified that the American Appraisal company, Inc., vas 
engaged by United Telephone company of the Carolinas to 
prepare a trended original cost appraisal of the telephone 
properties in North Carolina and has prepared such an 
exhibit. He testified that his estimate of the trended 
original cost of the United Telephone Company of the 
Carolinas• North Carolina utility plant in service as of 
December 31, 1970, after an adjustment fOr observed 
depreciation, is $17,703,059. He testified that the 
co■ pany•s facilities are "modern, well designed within 
industry standards and a major portion constructed in recent 
years" although "a relat.iTely fev facilities contain some 
degree of obsolescence." nr. Russell testified that he made 
an analysis of the adequacy of the company •s present annual 
accrual rat.es by aCcount. and offered as an exhibit 
recommendations for adjustments to the accrual rates. sr. 
Russell testified that in his opinion the present composite 
annual rate of 4.831 is not adequate and should be revised 
upward to 5.311 vith a corresponding increase in the annual 
dollar accrual of $83,439 over the present amount • 

. The testimony of l!r. Aubrey A. Woolford, Chief Engineer of 
the Southeast group, United Telephone systems, vas directed 
to the proposition that some portion of the t:ele phone plant 
included in &ccount 100.2, "Telephone Plant Under 
Construction", is actually in use rendering service to 
custo■ers and producing reYenoe although for accounting 
purposes the dollar value representing that plant: has not 
been transferred into Account 100.1, "TelephOne Plant in 
service", because the book transfer does not occur Until a 
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particular project is fully completed and all of it has been 
put into service for the public; that 15 projec~s 
representing authori-zed gross additions of $977,416 vere in 
various percentages of "cut-over" into serYice, ranging from 
20J through 1001. The study tracking the cut-over date, of 
this telephone plant indicated that net additions in service 
at December 31, 1970, of $392,511 represented that portion 
of the 15 projects that were in service at that date, and 
that this fiqure of $392,511 vas included in ftr. Wolfe's 
Exhibit "A", figure for "telephone plant under 
construction". 

!'Ir. Luther G. Wolfe, cont.roller of United Telephone 
company of the Carolinas, Inc., appeared as the company's 
accounting witness, identified exhibits and offered 
testimony as to the company• s interstate and intrastate 
property used and useful in furnishing telephone service, 
the original cost of the properties, the revenues received 
an a expenses incurred in furnishing telephone service. nr. 
Wolfe testified that $111,205,323 represents the net 
investment in telephone plant allocated to North Carolina 
intrastate operations; that $686,678 represents materials 
and supplies; that $327,467 represents cash vorking capital; 
that $15,21q,1&68 is the total original cost of property used 
and useful in furnishing intrastate telephone service in 
North Carolina as of the end of the test period; that 
$780,0114 is the depreciation reserve as of the eni of the 
test period; that $111,205,323 is the intrastate portion of 
total original cost of properties, less that part vhich has 
been consumed by previous use and recovered by depreciation 
expense; that local service revenues vere $2,383,629 vhile 
toll service revenues were $1,2611,623; that the total 
intrastate operating expenses and ta"Xes were $3,022,648, 
vith an intrastate net operating income of ·$771,809, for a 
net operating income for return, after end-of-period 
adjustments for net income on a going basis of $806,772. 

!'!r. Robert n. Nicar, - General Commercial !'!anager 
Southeast Group of the United Telephone Syste.11 offered into 
evidence a proposed schedule of rates and charges including 
increases in the basic local service rates, proposed changes 
in zone charges, number service charges, colored telephone 
sets, pri v.a te bran ch exchange trunks, semi-public telephone 
ser"Yice, joint-user service, auxiliary service and 
equipment, key telephone systems, mileage charges for 
extension lines, private lines, and tie lines and mobile 
telepbone service. He testified that the proposed spread 
represents pricing based on calling scope and zone band 
considerations, and the proposed change in zone bands 
consists of enlarging zone bands from appro"Ximately 2 miles 
in vidth to approximately II miles in vidtb, such that under 
the proposal, present zone 1 and present zone 2 vould be 
combined into a nev zone 1 and so on. 

Mr. Gene A. Clemmons, Chief Engine.er, Telephone Service 
Division, offered testimony and exhibits a·s to the nature of 
the Staff's review and investigation of the service provided 
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by United of the Carolinas in its Horth Carolina exchanges, 
and as to the results of that service review and 
investigation. Mr. Clemmons testified in detail as to the 
various indices used, results obtained in each type of test 
and pointed out certain areas in which there is a need for 
serTice improvement.. 

Rr. Clemmons testified that his review of the company's 
proposed changes in depreciation rates indicated that in his 
opinioli certain of the proposals made by the company vec-e 
unsatisfactory, and he offered an exhibit indicating 
alternative proposals for changes to be made in United's 
depreciation rates. 

Kr. Vern w. Chase, Chief Engineer, Telephone Rate 
Division, testified regarding the relationship of rates as 
proposed by the company for various classifications, i.e., 
residential and business, one-, tvo- and four-party service, 
calling scopes, and zone charges. Regarding the proposed 
zone band changes, P!r. Chase testified that the company's 
proposal vould give no relief to the subscribers residing in 
the first tvo mile zone, and accordingly, Hr. Chase offered 
two Blternate proposals for changes in the zone charges. 
Plr. Chase also testified that in his opinion, it is 
adTisable to speed-up the upgrading process. 

ftr. Norman R. Peele, Senior Accountant, offered testimony 
and exhibits regarding the examination of the books and 
records of United Telephone company of the.Carolinas, Inc., 
made_ by the Commission Accounting Staff cover_ing the tvelve 
months ending December 31-, 1970. nr. Peele testified 1:hat 
Ror1:h Carolina intrastate operations yield a rate of return 
on net investment, plus uorking capital of 5.561 ana 
approval of the proposed rates vould increase the existing 
rate of return 9.Q91; that approval of increased rates would 
increase the return on common equity from 5.481 to 1Q.82~; 
that total debt represents 58.821 of the -capital structure 
with common equity representing the balance of 38.261. 

The protestants presented the following witness and 
testimony: 

Dr.. Charles E. Olson, Associate Professor in Public 
Utilities and Transportation. Department. of Business 
Administration, University of "aryland. Dr. Olson testified 
regarding his reviev of the company's rate application in 
viev of cost of service, including cost of capital, rate of 
-return, and rate base determination. Re testified that in 
determining a fair rate of return, individual determinations 
are made of the cost of long-term debt capital., short-term 
debt., non-investor supplied capital., preferred stock and 
co■ mon equity, that each of these components is then 
weighted by the reasonable percentage it hears to the total 
capitalization; that he accepts nr. Jaquette's presentation 
of the cost of long-term debt at 6.491 as reasonable; that 
the reasonable cost of short-term capital .ls the prime rate, 
currently 61; that he applied both the discounted cash flov 
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approach and the earnings price ratio method in estimating 
the cost of equity capital; that in his opinion the Cost of 
equity capital to United Utilities is between 10.35~ and 
10.60~, based on the test year debt-equity ratios; that the 
total cost of capital is between 8;.141 and 8.21 J, and that. 
the fair rate of return for United of the Carolinas is 
between B.151 and 8.20~. Dr. Olson further testified that 
in his op1.n1.on the fair value rate base in this case 
consists of the investment in telephone plant in service 
minus the depreciation reserve without including materials 
and supplies and cash vorJicing capital. 

The following pu-blic witnesses testified regarding rates 
and service in the Carthage, North Carolina, hearing: Jere 
!. ncKeithan, John Shaw, Arthur Ervin Long, Plrs. R. c. 
!!orphis, El:1on Thompson, Lawrence Cooper Davis, Walter 
Schoonmaker, Harold Harry Naes, James Daniel ~cKeithan, John 
P!tcbion, !'lrs. Barbara Whitaker, Bruce Plarion, Eugene A. 
Watts, Edward w. Durant., Edvard l!lilton Barris, Jr., William 
Brandon Poindexter, Larry E. Barnes, Bay NcCullough, !!rs. 
Ann Daurity, Plrs •. sue T. Lucas, l!lrs. Charles Green, Leo L. 
Rat.thews, James Donald Cook, Charles l!lctaurin, Noah ~ey, 
Effie Gilchrist, !!rs. Valerie Nicholson. 

T,he service complaints voiced by public witnesses 
concerned delays in completing both long distance calls and 
toll-free calls between e-zchanges, particularly long 
distance, and delays in response to customer complaints. 
Other probl8ms recited by the pt1blic witnesses included 
ser•ice interruptions and diminished voice transmission 
during rainstorms. In addition, the public vi tnesses from 
Chatham county, particularly from the Goldston and Bonlee 
exchanges, indicated dissatisfaction vi th their limited 
toll-free callinq scopes, and many of the witnesses vere 
generally opposed to an increase up to the full rates 
requested. 

The following public witnesses heard in Greensboro were 
from the Kernersville and Gibsonville exchanges, primarily 
from the Kernersville exchange: l'layor Roger P. Svisher, 
8rs. Linda Range, Robert G. Copeland, ftrs. ~nne Smith, ftrs. 
c. D. Thigpen, Hacvey Pulling, chuck Taylor, William B. 
Dancan, Lawrence Coleman, Rev. non Ellis. Norman crews, Mrs. 
Joretta Holt, John Lain, Glenn Carter, Rev. Wayne Coley. 
Rayor Ralph Foster, nrs. Paul Kiger, firs. Edvard Shouse, 
Barter Little, Ed Corum, Bob Brown, w. B. Beal, Irving 
Grigg, Mrs. Wilma ftartineau, E. c. Haycook, Violet Carter, 
l!lrs. John Wolfe, O'Dell Solomon. 

The public witnesses primarily spoke out in opposition to 
the extent of the proposed rate increase above present 
rates. A number of these witnesses found the service in 
their e-zchanges to be adequate. Some witnesses recited 
difficulties with delayed responses in both operator and 
direct dial response calls. In addition, a number of 
witnesses expressed interest in regrades to one-party 
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service and an interest in increased extended area service 
to other exchanges. 

At the close of the hearing in this matter, the applicant 
offered the testi!Dony of l'lr. John s. Bigbee. l'lr. Bigbee 
testified that he has been vice President of Operations of 
the Southeast Group of the onited system, but that on 
September 1, 1971, he returned to Southern Pines as Vice 
President an-! General !!anager of Cfnitea Telephone company of 
the Carolinas. !!l:r. Bigbee appeared as a rebuttal witness to 
comment on the testimony and exhibits of Mr. Clemmons 
regarding the Staff's reviev of th~ company's serTice. ~r. 
Bigbee testified regarding the failure rate on interoffice 
calls, that the failure rate on such calls to non-United 
exchanges vas a rather high percentage of t.he total 
failures: that the failure rate for DDD service indicat.ed by 
llr. Clemmons is an excessive failure rate but that the 
particular circuit problem involved in that test had been 
corrected; that in response to !r. Clemmon•s recommenaation 
that "the company should also 11ake periodic tests on dial 
connections to determine vhere service affecting problems 
exist and the necessary corrective action," each district in 
Horth Carolina nov has a Service Analyzer unit, vhich · is 
rotated on a regularly scheduled basis to the exchanges in 
the district; that regarding the subscriber trouble reports 
per 100 stations, the company has instituted a computerized 
trouble analysis program vhich will provide information with 
vhicb to improve this condition: that to improve operator 
answer time at both Siler city and Southern Pines, units 
baye been installed vhereby operator answer time vill be 
stu aied on a continuous basis for manual toll bot on an 
alternating basis betveen directory assistance and· DDD 
answer time: that all of the held orders for-· nev service 
will be completed by the end of 1971, and that as of the 
time of the hearing, there are no multi-party customers on 
the company's lines; that all trunk additions scheduled for 
1971 would be provided in 1971; that the company has 
budgeted for permanent metering facilities to determine on a 
continuing basis the proper trunk ratings in the Sout.hern 
Pines and Siler City toll centers; that the company is 
engaged in phasing-out rural distribution wire and 
installing underground cable. f'lr. Bigbee testified that 
there are tvo areas of improvement particularly needed, 
(1) DDD and (2)' improving trouble reports per 100 stations. 

&11 oft.he exhibits identified by the respective witnesses 
vere received into evidence. 

Based upon the entire record of the proceed1ng, including 
testimony and exhibits, the Commission makes the following 

FINDINGS OF FACT 

1. United is a duly franchised public utility providing 
telephone service to its subscribers in 1q local exchanges 
in Piedmont, North Carolina, and is a duly created and 
existing corporation authorized to do business in Horth 
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Carolina and is properly before the commission in this 
proceeding for a determination as to the justness a,nd 
reasonableness of its rates and charges as regulated by the 
Utilities commission under Chapte~ 62 of the General 
Statutes of North Carolina. 

2. The total increases in rates and charges as filed by 
United would produce $1,392,793.58 in additional gross 
annual revenue, and the total reductions filed in zone 
charges and t.he color set charge would amount to $92,722 i.n 
annual reductions, leaving the combined additional increase 
in annual revenues applied for of $1,300,071.58. 

3. The test period utilized 
the Commission in this proceeding 
period ending December 31, 1970. 

by all parties and set by 
vas the twelve months' 

q_ The original cost of applicant's investment in 
telephone plant in service in its tvo state company-wide 
service area of south Carolina and North Carolina on 
December 31, 1970, was $32,166,518, of vhich $19,411,316 vas 
in service in the State of North Carolina. Of the total 
plant in service in Horth Carolina, 86.301 vas devoted to 
intrastate service under rates subject to the jurisdiction 
of the Utilities commission, constituting intrastate plant 
in service in North Carolina on December 31, 1970, of 
$16,751,570, less reserve for depreciation of $2,546,261, 
with a net investment in intrastate telephone plant in 
service in North Carolina on December 31, 1970, of 
$1ij,231,307. 

5. That under present rates, reasonable materials and 
supplies require~ for the operation of intrastate business 
in North Carolina are $686,678; that reasonable cash vorking 
capital requirements ace '$458,181; that. there vas available 
at the end of the teSt period $19,961 of Federal tax 
accruals, plus $15,985 of State income tax and miscellaneous 
other accruals, available for use as working capital, vit.h· a 
total net working capital requirement in the rate base 
requirements of $1, 108,913 .. 

6. That under present rates the net investment in plant 
in service and vorking capital allowances at the end of the 
test period December 31, 1970, were $15,340.771 (for 
intrastate operations). 

7. That United's total operating reyenues in intrastate 
commerce in Korth Carolina auring the test period under the 
present rates vere $3,794,458; that reasonable operating 
expenses for said intrastate service for the test period ace 
S:2,991,a<n, leaving net operating income of $802,566-, 
adjusted for end-of-period income of the plant in service, 
by additional net income of $36,481 vith net operating 
inco■e adjusted for the test period of $839,047. 

B. That 
as applied 

the ratio of net income under the present rates 
to the net investment in telephone plant 
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(intrastate) of S15,316,880,. including working capital as 
adjusted for tax accruals, is S.481. 

9. That after fixed charges on bonds and shc,rt-ter■ 
notes of $655,111 for the test period as allocated to the 
ROrth Carolina intrastate operation, there remains net 
inco■ e for equity of $334,000; that the coa11on equity 
investment in intrastate serTice in North Carolina at the 
end of the test period vas S6,Jq6, 116, prodUC'ing a retu.rn on 
cc■ mon egui~y under ,the present rates on intrastate serTice 
in North Carolina at the end of the test period of 5.261. 

10. That the Co■ mission finds that the return on co11■on 
equity of 5.261 is ins~fficient to compete in the ■arket for 
capital funds on ter■s which are reasonable and vhich are 
fair to the Company's customers and its eiisting investors, 
considering changing economic conditions and other factors 
as they exist, and to maintain its facilities and services 
in accordance with the reasonable requirements of its 
customers in the territory covered by its franchise. 

t 1 • That the replacement cost deter mined 
original cost .to current cost levels of the 
property rendering intrastate seryice in Horth 
found to be !16,595,299. 

by trending 
applicant• s 
Carolina is 

12. The Commission finds that the fair Yalue·of the 
applicant's property rendering intrastate telephone service 
to its North Carolina subscribers, considering the original 
cost less depreciation and considering replacement cost by 
trending original cost to current cost leTels, is 
$16,417,436. 

13. The rate of return deemed necessary on the fair value 
of- the applicant •s property devoted to intrastate service in 
Rorth Carolina, under sound management to produce a fair 
profit to stockholders considering economic conditions as 
they exist and permitting applicant to maintain its 
facilities and service, and further permitting applicant to 
expand its service in accordance vith the standards set by 
the commission, is 7 .. 691; tha.t. to earn said rate of return 
on fair value vill require additional annual gross revenue 
of $968,293 based on test period operations, after 
adjustments· for probable fut.ore reYem1es" and expenses based 
on the plant and eg,tj.pment in operation at the end of the 
test period. This amount is 74 • .rie,r; of the increase applied 
for by the applicant in this proceeding. The increases 
applied· for by the applicant in excess of the above amount 
are deemed to be and are found to be unjust. and unreasonable 
by the Commission, and rate increases to produce the 
additional $968,293 revenues required for the rate of return 
approved by this order are found to be just and reasonable 
and to require the rate increases approved herein, vhich ■ay 
reasonably be charged by the applicant for telephone serviCe 
rendered to its customers in intrastate Service in North 
Carolina. · 
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14. The rate of return of 7.691 on the fair Yalue of the 
property allowed by this order will provide a return on 
common equity after fixed charges of 11.QBX. which' the 
Commission finds is sufficient to allow the applicant: to 
coapete in the aarlcet: for capi1:al funds on a reasonable 
basis to its customers and to its existing stockholders. 

15. That applicant's gross revenues under the rates 
approved herein in Appendix "A" attached to and made a part 
of this Order, as applied during the test period, vould be 
!Q,789,266; that the fixed charges computed for the test 
period based upon the known imbedded cost of debt for United 
of 6.651 at the end of the test period, as applied to the 
debt allocated to North carOlina intrastate service at the 
end of the test period of $7,950,506 in long-term debt and 
!3,351,.015 in short-term debt, produces fixed charges of 
$618,.344; that total operating deductions for t.est period 
operations adjusted to the rate increases allowed herein 
vill be $3,.530,ll45, vith net operating income for the test 
period of $1,262,. 068~ that adj osted for the approved rate 
increases,. the ratio of equity to 1ong-term and short-term 
debt is ll1.68" (vhich is the average .ratio for the past 5 
years), and said net income of $1.,262,068 plus other income 
of $150,064, produces income available for fixed charges in 
the amoun.t of $1,412,132, and after payment of fixed charges 
of $618,344, leaves $793,.788 aTailable for common egui~y; 
that said balance of $793,. 788 for co11m.on equity of 
!6,.912,963 produces a return on common equity of 11.1&8"• 

16. That United is proTiding reasonable, adequate and 
efficient telephone serTice to its subscribers in its 
ser•ice area in this state, hoveTer, e•idence introduced by 
the Commission staff and public witnesses reTeals that 
certain areas of service should be improYed. 

17. That the reasonable depreciation rates to 
by the company and used in computing the 
depreciation expense are the rates shovn in 
attached hereto and made a part of this order. 

be applied 
co■pany•s 

Appendix B 

18. That the calling scope for the sqbscribers in 
United's Goldston and Bonlee exchanges is 345 and 582. 
respectively, vhich is found to be lover than is reasonable, 
and in order to increase their calling scope to a reasonable 
level,. the company must afford extended area serTice to both 
of said e:a:c_hanges vlth the company•s Siler city e:a:change. 
(See Appendix "D") 

SUIIIIARY 

The application of United in this proceeding seeks 
increases and decreases in rates to prodtce J1,300.,071.~8 of 
additional revenue from the custo■ers receiTing serYi~e at 
the end of the test period. 

The Commission has found as a fact that such proposed 
total increases are unjust and unreasonable and vill produce 
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a return greater than a reasonable rate of return on the 
telephone, plant. in service at the end of the test period. 
The Commission further finds as a fact that the present 
rates of United are insufficient to produce a fair rate of 
return to the company, and has found as a fact that an 
increase in the revenues• in the amount of $968,293 is 
necessary to produce a reasonable rate of return on the fair 
value of the company•s property in service at the end of the 
test period, and that increases in monthly rates and other 
charges to produce such additional annual revenue are just 
and reasonable. The distribution of said total annual 
increases over the respective monthly rates and other rate 
changes filed herein are discussed under the conclusions in 
this Order, and the prescribed increases foi:' each specific 
charge are set out in the ordering paragraphs and Appendix 
"A" of this Order. 

The following Tables, based on the Findings of Pact, shov 
the basis for the $968,293 found to be a reasonable annual 
increase in the applicant• s re•enues from the record in this 
proceeding. 

UNITED TBLEPHOIIE COBPAIIY OF THE CAROLIHlS 
NET OPERATING INCOftE AND NET INCOftB COBPUTATIONS 

POR THE TEST PERIOD ENDING DECEftBEB 31. 1970 
AFTER ADJUSTBBHTS 

Borth carolin~_Intrastate 
Operating revenues 
Uncollectibles 

Total opera ting revenues 
Operating expenses 
Depreciation 
Taxes - ·Other than inCome 
Taxes - State income 
Taxes - Federal income 

Total operating deductions 

Present 
Rates 

ApproYed 
lB!.mllll~ 

Aftf!tr 
rncrease 

$3.820.973 $968.293 Sll.789.266 
126.515) __ fu!lll-133&Zl!!.) 

3,794,458 961,574 q,756,032 
1,651,343 1,651,343 

770,025 770,025 
439.588 57.695 Q97,283 
2J.02• 56.Q39 79,Q62 

_..ll1,.2.JJ ..!!~.!!.!!! -2JL.1.ll 
2,991,892 538,553 3,530,445 

!let .operating income 802,566 ll23,021 1,225,587 
Add: End-of-period adjustment __ J6,G81 ---~ __ l§.,481 

wet operating income 
f"or return 839,047 423,021 1,262,068 

Jpyestment in Telephone 
.Plant in. service 

Plant 
16,751,570 
2.546.;!61· 

lQ.205,307 
-Less: depreciation reserve 
&et plant in serTice 

lltovance for Working capital 
~aterials and supplies 
Cash 

686.678 
458.181 

Less: Federal tax accruals 
State tax accruals 

.Total allovance,for 
working capital 

(17 .6 99) (70,736) 
__jj~.!!11 _il!IJ.lll.l 

1,111,573 

16.751,570 
__Ll~6.263 
n,205.301 

686 .678 
458,181 
(88 .us, 
129.697) 

1,026,727 
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Net investment and working 
capital allowance 15,316.,880 (84,846) 15,232,034 

a.2a~ 
16,Q17.,436 

7.69~ 
6,. 912,963 

Rat lo of earnings 
to book value 5.481 

Pair value of property 
Rate of return on fair value 
coaaon equity 6,346.,116 

( J Denotes negatiYe aaount. 

RETURN OR CO8S0M EQUITY 
TEST PERIOD DITA, AS ADJUSTED 

Net operating income for return 
other income or loss 
Income available £or fized 

charges 
Pixed charges 
Balance .for common egui t.y 
Co■ mon equity 
Return on common equity 

Present 
_Rate§_ 

$ 839,047 
150 064 

989,111 
655.11.l 
334,000 

6,346,116 
s. 26~ 

Approved 
__ fill!~§-

$1 ,262,068 
150. 0_64 

t ,1n2, 132 
____§_1!!£1!!!. 

793,788 
6,912,963 

11.4Bli 

Based upon the Findings of Pact, as set forth above, the 
Commission m3kes the following 

CONCLUSIONS 

1. The commission conclUdes that no more than 74.481 of 
the total rate increase filed is necessary to provide a fair 
rate of return to United on the fair value of its property 
in service at the end of the test period. 

2. The rate increases proposed by United in the 
application are found to be unreasonable and unjustifi~d to 
the extent that they produce total increases on the 
annualized revenue from the customers at the end of the test 
period in excess of $968,293 (increases of $1,061,015, minus 
decreases of !92,722). 

3. The commission has found that the fair value of the 
plant in service is $16,417,436 and that a fair rate of 
return on the fair value of the plant is 7.691, bringing net 
income for return of $1,262,068. This produces a ratio of 
net income to the original cost of the property of 8.281 and 
a return on common equity of 11.481. 

4. The Commission finds and concludes that the said 
approved annual increase in rates of $968; 293 should be 
derived from the in£rease§ on (a) !S.~I I~l!U?.h.9~ ~Z§~, 
(b) .lirtin~ lid Nurgber ~n:!~, (c) ,g1t~!!2i2n Aru! !!~i va tg 
Li~ l!il~H!~, (d) nobilg Telfil!!!Q!!~ 2~I!i£~, (e) ·A!l!illil'..Y 
Service and ~iJ2.mm!!., (f) fBX I!:!IDk§, (g) Semi~pgbli£ 
Telephone ~guiE~, and (h) ~2i.nt:Y§~~ ~ervice: that 
decceases should be allowed on (i) l.2!!~ ~h~~ ana 
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(j) £21.2!: Telephone ~ charges; that the increase should be 
denied entirely in (k) seryi~ Cb~g~~; and that the balance 
of tbe total annual increases approved of $968,293 should be 
deriTed from increases in the (1) nonthll BA~ m l&£.A! 
Telephone Service. The evidence of record justifies the 
increases in the rates approYed as described a·bove, but does 
not support the increase filed for service charges. The 
serTice charge increases as filed are denied at this time, 
in line vith the Coa11.ission 1 s policy of maintaining unifor■ 
serTice charges for all telephone companies operating in 
Uis State. 

5. The Co11mission finds and concludes, (a) that the 
r•eduction in zone charges should be increased from the 
company's request of a $59,926.00 reduction to an SBO,Q29.00 
reduction in orler that zone rate relief vill be provided 
for customers in the first zone for which provision vas not 
■a.de in the application; (b) that the increases as applied 
for, on number and listing service, a urlliary services-, 
e:rt.ension line and private line services, and 11obile 
telephone sertlces r are approved as reasonable and 
appropriate; (c) that the multiplier (method of determining) 
rat.es for joint-user serYices. se ■i-p11blic pay station and 
PBX central office trunks as applied for are just and 
reasonable and should be and are approved; (d) and th.at the 
increase as applied for on key systems is not approved for 
the reason that the company converted said charges from an 
itemized to a package charge, vith the proposal reducing the 
rate per station, and increasing the cOst of the central 
office lines, yet the company offered no evidence justifying 
a reduction in charges per station and, vhile offering some 
eTidence that additional . costs are incurred justifying 
charges on rates higher than business one-party, failed to 
justify the full increase applied for. 

6 •. The Commission has long supported a reduction in the 
zone charges for telephone service to customers outside of 
the base rate area in North Carolina in order to reduce this 
burden upon the telephone serYice to rural. costo■ers, and 
finds and concludes that the reduction in zone rat.es herein 
app_roYed are just and reasonable in order to remove a 
portion of the differential in rates to rural custo■ers as 
co■ pared with the base rate to urban. custo■ers. The 
eli ■ination of the charge for color telephone sets is 
approyed on the grounds that the eYidence does not justify 
an extra charge based on the color of the telephone set. 

7. The Co■aission finds that the 12w !2ntlli nt~ is a 
fi:red charge or flat rate charge for furnishing of 1:he basic 
telephone set on the custoaer•s prei,.ises, without mgard to 
the aaount of·use an indiYidual custo ■er may make of his 
telephone set (except. as reflected in the classification of 
customers. for rate purposes, between residential and 
business customers) and that as much of the necessary and 
a.pproTed increases in rates as possible should be placed on 
charges for service and for actual use of the telephone set 
and telephone plant, vi th as s ■all an increase in t:he local 
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■onthly rate as possible. vor this reason, the Com■issiob 
approves the increases and decreases except ·(k) aboye, and 
reduces the increases filed for the local ■onthly rates. 
sost of the increases in cost of furnishing service sbovn in 
the record to justify the rate increases relate to increases 
in e:z:penses from actual use of the telephone set and 
telephone plant, and the co■aission finds that such 
increases in costs should be proYided fro■ the use charges 
and special charges as described aboYe, and that only the 
balance of the increase becessary be der·iYed from -the lo~cal 
monthly rate, and has so prescribed in the approved rate 
increases set forth in Appendi)[ "A" attached hereto. 

e. United entered this rate proceeding vith an equity 
ratio of 38.26'1, and proposes to increase that ratio in the 
near term future to approximately 48'1, yet its historical 
aYerage equity ratio for the period 1965 - 1970 vas 41.681, 
and ve conclude- that the proper equity ratio to be used in 
this proceeding is the historical average of ~1.68'1 as being 
fair, just, reasonable, and equitable to the company and its 
stockholders and ratepayers •. 'l'he return on equity of a 
utility company 11ust necessarily be influenced by the debt­
equity ratio because of the leyerage fact.or from the fixed 
charges applicable to debt, vith the C81!ainder of the 
earnings available for co1111on equity. The cost of equity 
~apital varies vith the equity ratio in the capital 
structure of a coa:pany, as the lover the percentage of debt 
in the capital stracture the lover the risk to equity 
capital, and the lover the cost of equity capital, with a 
lov debt r.\.tio. For the cocresponding reason, equity 
capital can expect a higher rate of return vhen the company 
ut,ilizes the leverage of a high debt ratio, with high _fixed 
charges and high risk to equity, but vith all 'remaining 
earnings anilable to the smaller ratio of equity capital. 
?or these reasons, the Coa11.ission has allowed a return on 
eqaity in the amount: of 11.481. The coa pany has the 
opportunity of increasing the lov equity ratio of 38.26'.C of 
its capital structure, in deteraining the debt-equity ratio 
to finance the planned major increases in plant construction 
over the next five years, and the testimony supports an 
equity ratio range herein found reasonable and used. 

9. United's overall serYice is good, however, commission 
Staff testimony and-the testimony of public witnesses 
indicate certain areas of the compa.ny•s operations vhich 
require improvement, and such impr0Te11ent should be required 
of t:he company by the commission. 

10. United has now eliminated multi-party service in all 
of its exchanges. Lt is a major participant in EAS service 
among all exchanges in ttoore County. Despite the eroding of 
its rate of return United has invested larger and larger 
sums of. money in nev and mo·aern telephone plant so that 11.ost 
of its plant is only a fev years old. This is evidenced by 
the fair value evaluation herein made on its plant in 
service. The coapany has been and i~ replacing aerial vire 
with underground cable at a reasonably rapid rate and its 



606 TELEPHONE 

held ordecs are relatively fev. The company has adeqJ1ate 
and qualified serTice, repair and operating personnel, and 
appears to be working diligently to correct those service 
difficulties which do exist, a portion of vhich vas 
occasioned by United• s rapid growth and upgrading of 
facilities vith nev and complex equipment which is not yet 
thoroughly debugged. The ser•ice problems of this co■ pany 
are unlike service problems arising from old, obsolete plant 
vhicb bas suffered from inadequate aaintenance and neglect. 
We conclude that United must continue to be alert to its 
serTice problems and act responsibly to eliminate the■• 

11. The ability of United to proYide adequate serYice in 
its service area and to construct needed plant. to ■eet t.he 
increased demand for telephone service under the provisions 
of North Carolina lav requires that its earnings be 
■ aintaine<l at a level so as to attract. the capital needed 
for such service and the construction program proposed. The 
increased cost of providing service, including increased 
vages and the increases in the cost of equipment and the 
cost of installing nev telephones and improving service to 
existing telephones, vith the investment per main station in 
the central office are amply shovD in the record. Increased 
interest charges must be covered with sufficient funds 
remaining for dividends to attract. in vest ors in common 
equity. 

12. The Utilities Commission tat.es judicial notice of the 
President's Executiye Order No. 11627, entered on Oct.ober 
1s. 1971, establishing Phase II of vage and price controls 
under the Economic Stabilization ~ct of 1970 beyond· the 
original 90-day period ending HoYember 13, 1971, and the 
establishment of the Price Co11.11ission pursuant to said 
order. and the rules and regulations of the Pric_e Co1111ission 
published in Volume 36, No. 220 Federal Register, November 
13, 1971, ~ 300.016, !!,ggqlated !tt!!!ti~, at p. 21,793, as 
a111Ended in Volume 36, No. 222, Federal Register, RoYember 
17, 1971, at p. 21,953, requiring that regulated public 
utilities having gross receipts of SS0,000,000 or more give 
notice to the Pr.ice Com■ ission of any price increases 
aot horiz ed by regulatory agencies. The trtili ties commission 
is further advertent to public statements of guidelines and 
policies of the Price commission, and takes notice of the 
release in the Price commission Nevs of November 29. 1971, 
requiring that regulatory agencies considering applications 
of regulated utilities for rate increase must certify t.hat 
any increases approved meet the following criteria: 

The increase 
expectations. 

does not contribute to inflationary 

The increase is reduced to reflect productivity gains. 

The increase is the minimum rate vhich is necessary to 
assure continued and adequate service. 
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Any inci::ease in the rate of return on investment that ·is 
a !loved must be required either by an increase in the cost 
of money or is necessary to assure continued adequate 
service. 

The Rorth Carolina rate procedure and the evidence in this 
proceeding, and the consideration thereof by the commission, 
fixes the rates of United in this proceeding on the basis 
that they will provide no more than the minimum return 
necessary to assure continued and adequate service of 
onited, and this Order considers the increased cost of money 
to United over its imbedded cost of its debt capital. The 
return actually earned by United from the rates in effect 
immediately prior to the price freeze on August 15, 1971 
(vhich have been in effect since 1957), if continued without 
the rate increase approved here, would not be adequate to 
assure continued and adeguate service, and this Com11ission 
finds and so certifies that the increases are consistent 
with the four criteria established by the Price CoJ1Ilission 
as set out above, and the documentation for such findings 
are set out fully in the Findings of Fact and conclusions 
herein, based on evidence of record of the public hearings 
herein, and the rate increase approved here is authorized 
solely on the basis that it is necessary in order to assure 
continued and adequate service of United to the public in 
its service area, considering the increased cost of service, 
the increased expenses of United and the increased cost of 
money, and the purpose of the Economic Stabilization Act of 
1970, as amended. 

This order is entered subject to the compliance of Onited 
vith all requirements of the Price commission for not.ice of 
such increase and subject to such Other roles and 
regulations of the Price commission as 11ay be applicable to 
such increase. 

13. That the depreciation rates shown in Appendix "B" 
should be authorized for use by anited in computing 
reasonable annual depreciation expense on and after December 
31, 1970. 

1Q.. That the company should proceed with dispatch to 
afford extended area service to its Goldston and Bonlee 
exchanges with its Siler City exchange in order to pro~ide a 
reasonable and adequate calling scope for the customers in 
the said Goldston and· Bonlee exchanges: that upon the 
completion of the establishment of said ext.ended area 
service, the company should file with the co■■ission on one 
day• s notice tariffs placing into effect the Siler City 
exchan_ge local service rates for application in the 
co11pany•s Goldston and Bonlee exchanges: and that the 
additional revenue proTided by the additional rate increases 
resulting from the application of the Siler City exchange 
rates in the Goldston and Bonlee exchanges should be 
sufficient to compensate the company for the additional 
inYestment required for the establishment of such extended 
area service. 
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IT rs. THEREFORE, ORDERED. AS FOLLOWS: 

1. That the applicant, IJnited Telephone company of the 
Carolinas, Inc., be, and hereby is, authorized to increase 
its North Carolina intrastate local exchange telephone rates 
and charqes to produce additional annual gross revenue not 
exceeding $~68.,293, by applying total increases of 
!1,0B1,572, less total decreases of $113.,219, based upon 
stations and operations as of December 31, 1970, as 
hereinafter set forth •. 

2. That t.he local monthly rates .prescribed and set forth 
in Appendix un,n hereto attached setting forth increased 
-monthly local subscriber rates vhich vill produce additional 
gross revenue of $879,244 from said end-of-test-period 
customers are hereby approved to become the monthly .station 
rates to be charged by united in North Carolina, effecttve 
vith bills rendered in advance on the next billing date or 
dates five days following the release of this Order. 

3. That the increases in (a) listing and number service 
of $11,565; {b) extension and private line mileage of 
$8,650; {c) mobile telephone service of $300; (d) auxiliary 
service and equipment of !6,402; (e) private branch 'exchange 
service of $61,205; and the decreases in {f) ~one rates of 
$80,429 and in the (g) color set charge of $32,796 are 
hereby approved as filed in this proceeding, to produce 
additional annual revenue from the combined increases and 
decreases for customers atid service at the end of the test 
period December 31, 1970, in the amount of $86,101, to 
become effective as the rates and charges of United for said 
services effective with bills rendered in advance on the 
next billing date or dates five days following the release 
of· this order. 

4. That the increase in key telephone service charges, 
as filed herein to produce additional annual revenue of 
$103,9·11 is hereby amended as outlined in Appendix "A." to 
produce an annual revenue increase of .!i.90, 750. 

s. That the increase in service charges, as filed 
to produce annual additional revenue of $36,038, are 
denied. 

herein 
hereby 

6. That United shall file necessary revised tariffs 
reflecting the above increases and decreases, to be 
effective as of the dates prescribed above. 

7. That. the reasonable ·depreciation rates approved for 
United are those shown on Appendi:r "B" attached hereto arid 
shall be the effective rates for United on and after 
December 31, 1970. 

B. That United shall take the necessary action to 
improve servic.e as indicated in Appendix "C" attached to 
this Order, and that the commission Staff shall make further 
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periodic reviews and report Onited•s progress to the 
Co■■ission. 

9. That United shall take the necessary action to 
install and place in service extended area calling service 
for its Goldston and Bonlee exchanges to its Siler City 
exchange as soon as is practicable; and that the company 
shall file tariffs vith this Commission making the Siler 
City exchange local service rates herein approved applicable 
to its Goldston and Bonle.e exchange custoaers effective upon 
the in service date of the said extended area service 
installation herein ordered. 

ISSUED BY ORDER OP THE CONNISSION. 

This the 10th day of December, 1971. 

(SEAL) 
NORTH CAROLINA UTILITIES CONNISSION 
Katherine~- Peele. Chief Clerk 

APPENDIX "A" 
UNITED TELEPHONE COftPANY OF THE CAROLINAS, INC. 

E:rcbang!il: 

Angier 
Bon lee 
Cartbage 
Fuquay 
Gibsonville 
Goldston 
lt'ernersvi l le 
Pinehurst 
Pittsboro 
Robbins 
Siler City 
Southern Pines 
Vass 
Whispering Pines 

DOCKET HO. P-9, SOB 113 

Ra~es by Exchanges 

Reside!!.ge 
.!l!Jl.... Z::P.!Y .!!=!!n 

11. 20 9. 60 1.00 
5_q5 3.95 3. 30 
9. q5 1.60 5.85 

11. 20 9.60 7.00 
10.15 8.35 6.15 
5. q5 3.95 3.30 

11. 20 9-60 1.00 
g_q5 7. 60 5.85 
6. 65 q_go 3.70 
9. q5 7.60 5. 85 
1.75 6.00 q.50 
9_q5 1.60 5. 85 
9.45 1.60 5. 85 
9.q5 1.60 5.85 

Rural 

1.00 

1.00 

3.70 

q_50 
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B~ss 
Exchan~ IM.so hU 4-pt'( R:gral 

Angier 21.65 17. 75 14. 00 
eon lee 9.40 7. 60 5.60 
Carthage 17.75 15. 10 11. 70 
Fuquay 21.65 17. 75 14. 00 
Gibsonville 19.15 15. 85 12.35 
Goldston 9. 40 7. 60 5.6 0 
rternersville 21.65 17. 75 14. 00 
Pinehurst 17. 75 15.10 11.70 
Pittsboro 11. 65 9.75 7.25 6. 05 
Robbins 17. 75 15. 10 11. 70 
Siler city 13. 15 11. 05 8.3 0 
southern Pines 17.75 15. 10 11.70 
Vass 17.75 15. 10 11. 70 
Whispering Pines 17. 75 

Note-: See official order in the Office of the chief clerlc 
for complete Appendix "A" and Appendices "B," "C," 
and "D." 

DOCKET HO. P-9, SUB 113 

WELLS, CO~~ISSIONER, DISSENTING. The ~ajority Order in 
this case allovs United Telephone Company of the Carolinas, 
Inc .. , to increase its charges for local service by over iio,:;, 
and will allow some individual local rates to be increased 
as high as 801. 

The predicates upon which the Majority have reached this 
result are erroneous, unreasonable, and unjust to Uniied •s 
customers in Nort.h Carolina: 

1) The rate of return on common stock equity allowed to 
United•s sole stockholder, United Utilities, Inc., is too 
high, and should not have exceeded 10.401. 

2) In deriving that rate of return, the Hajority failed 
to take into account addi tiona1 tol.l revenues vhich CJni ted 
will receive as a result of the Commission's order in Docket 
No. P-100, sub 26, establishing higher intrastate toll rates 
for united 1 s customers; nor that United 1 s local service 
revenues based on plant in place at the close of the test 
year vere substantially understated. 

3) The return on fair value is excessive, being 
predicated on a fair value vhich is seriously overstated and 
not based on any objective evidence or standard to be found 
in this record. 

The ~ajority Order, though giving lip service to the 
President's Executive order establishing price controls, 
makes it clear that the guidelines established thereunder 
mean little or nothing to the members of the North Carolina 
utilities commission vho supported this order. 
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once again, the l'lajority of this commission vhen 
confrontea with serious service deficiencies in a telephone 
rate proceedings has glossed over the substantial service 
problems brought to its attention by the utility's 
customers, and rather than frankly stating in this case that 
this company has left much to be desired in many areas of 
service and customer relations, reaches the puzzling result 
of (.1) finding service to be efficient, and (2) orders 
numerous service improvements .. 

Tt is clear from the record in this case that United 
needed reasonable rate relief; but it is just as clear that 
the Hajority order has gone much too far, favoring the 
utility over its customers. 

Rugh A. Wells, Comfflissioner 

I concur with the Dissenting Statement of Commissioner 
'A'ells in Docket No. P-9, Sub 113. 

John w. ttcDevitt, Commissioner 

DOCKET RO. P-7, SUB 536 

BEPORF. THE NORTH CAROLINA UTILITTES COMMISSION 

In the ftatter of 
Carolina Telephone ana. Telegraph Com­
pany - Application for Authority to 
Issue and Sell Securities 

ORDER GRANTING 
AUTHORITY TO ISSUE 
AND SELL SECURITIES 

This cause comes before .the Commission upon an Application 
of Carolina Telephone and Telegraph Company (Company), filed 
under date of September 2, 1971, through its Counsel, 
Herbert R. Taylor, Jr., Tarboro, Horth Carolina, wherein 
authority of the Commission is sought as follows: 

1. To issue and sell, for cash, at competitive bidding 
$20,000,000 principal amount of its Debentures 

2. 

bearing interest at the rate of ___ 1 per annum, and 
due o~tober 1, 2001. 

To execute and deliVer to the Trustees 
dated as of October 1, 1q11, to secure 
said Debentures. 

an Indenture 
payment of 

3. To issue 375,000 shares of additional common Stock of 
the par 't'alue of $20. 00 at the price of $40.00 per 
share for a total of $15,000,000 to United Utilities, 
Incorporated opon receipt of the purchase price 
therefor, and United Utilities, Incorporated has 
agreea to purchase the same at said price. 

FINDINGS OF FACT 

1. The Company is a corporation duly organizea and 
e:1isting ul1der the lavs of the State of Horth Carolina, vith 
its principal office located in rarboro, North Carolina; is 
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the owner and operator of telephone communications syst~ras 
in forty {40) counties in the east:.ern part of North 
Carolina; is a public utility as defined in Article I of 
chapter 62, General Statutes (G.S. 62-1 -- G.S. 62-4) of 
North Carolina; and is subject to the jurisdiction of the 
North Carolina Utilities Commission. 

2. During the past ten years, the demand for telephone 
service has been steadily increasing. Telephones in service 
increased from 201,_814 stations at June 30, 1961, to Ll59,681 
at Jurie 30, 1971. A.t June 30, 1971, there vere 2 02 unfilled 
orders and applications for service. currently, 956 
customers vish to have their service upgraded from party to 
individual lines or lines shared vith fever people. 

3. The increased demand for service has been the direct 
cause of high level construction activities, which during 
the past 11 1/2 years has grossed some $2731045,000. It is 
estimated that the gross expenditure for the last six months 
of 1971 will approximate $23,572,000. The current estimate 
for plant additions during 1972 is $53,000,000. 

4. At June 30, 1971, the amount of bank borrowings 
outstanding vas $16,860,000 and at Aagust 31, 1971, the 
amount was $22,685,000. It is expected that the 
construction requirements of the Company vill necessitate 
additional bank borrowings for like purposes in the future. 

s. The Company proposes, subject to the approval of this 
commission, to issue and sell $20,000,000 aggregate 
principal amount of its 30 year Debentures, due October 1, 
2001, at competitive bidding. The Petitioner proposes to 
issue a public Invitation for Sealed Written Proposals for 
the Debentures subject. to a Statement of Terms and 
conditions Relating to Sealed Written proposals,' the bids to 
be made upon a specifiea Form of Proposal, to which vill be 
annexed the Purchase Contract. 

6. The Company proposes to issue 375,000 sh.ares of 
additional common stock: of the par value of $20.00 at the 
price of !!JO.DO per share for a total of $15,000,000 to 
United Utilities, Incorporated upon receipt of the purchase 
price therefor and united utilities, Incorporated has agreed 
to purchase the same at said price. 

7. The net proceeds derived from the sale of the 
Debentures and the common stock vill be applied first to 
payment of amounts owing by the company on its short-term 
obligations, and the excess, if any. to be expended on itS 
construction program. 

8. The proposed Indenture. under which the Debentures 
will be issued, contains sinking fund provisions providing 
for the retirement of one percent of the original principal 
amount of the Debentures annually beginning in 1972. 
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9. rt is estit11ated that the cost to the Company for the 
issuance and sale of the Debentures and of the Stook vill 
not exceed !130,000. 

CONCLUSIONS 

From a reYiev and study of the Application, its supporting 
data ana other information in the com.mission•s files, the 
Co1111ission is of the opinion and so concludes that the 
transactions herein proposed are: 

(a) For ~ lawful object within the corporate purposes of 
the Petitioner; 

(b) Compatible vith the public interest; 

(cJ Necessary and appropriate for and consistent with the 
proper performance by Petitioner of its service to 
the public and will not impair its ability to perform 
that service: 

(d) Reasonably 
par poses. 

necessary and appropriate for such 

IT IS, THEPEFORE, 
Telegraph Company, be 
and permitted under 
the Application: 

ORDERED, That Carolina Telephone and 
and it is hereby authorized, empowered 

the terms and conditions set f:>1:th in 

1. To issue and sell at competitive bidding $20,000,000 
principal amount of its Debentures due October 1, 2001; 

2. To execute and deliver to the Trustees an Indenture, 
dated as of October 1, 1971~ as security for payment of the 
Debentures; 

3. To issue and sell to its parent United Utilities, 
Incorporated $15,000,000 aggregate amount of common stock of 
the per share par value of $20.00 at a price per share not 
less than book value computed on the month end book value 
per share preceding the date the actual sale takes place; 

4. To devote the proceeds to be derived from the 
issuance and sale of the securities described herein to the 
purposes set forth in the Application; and 

5.. To file vi th this commis.sion, 
verified re~ort of actions taken 
consummated pursuant to the authority 

in duplicate, a 
and transactions 

herein granted within 
the completion of the a period of thirty (30} days following 

transactions authorized herein. 

ISSUED BY ORDER OP THE co"~ISSION. 
This the 20th day of September, 1971. 

NORTH CAROLIN~ UTILITIES COffMISSION 
(SEAL) Katherine !'I. Peele, Chief Clerk 
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DOCXET NO. P-7, SOB 536 

WELLS, COff!HSSIOHEB, DISSENTING. The 
neither discloses ~or discusses the shift 
structure of this company occasioned 
financing approved by this order. 

majority order 
in the capital 

by the proposed 

Prior to the proposed financing dealt with in this order, 
the capital structure of this company consisted of 56.2, 
long-term debt and 43.8J stockholder equity. Assuming that 
debt financing is a less expensive for~ of acquisition of 
capital fun'1s than issuing co■mop. stock, the co11mission 
should require justification for any shift in the company's 
capital structure vhich would have the effect of increasing 
stockholder equity and decreasing debt. While the change 
occasioned by the approval of this financing is not 
critical, it vould be preferable for whatever shift might 
take place to be in the direction of increased debt and 
decreaSed equity, rather than the other direction. 

The application has shovn 
increase in equity occasioned by 
Commission has not found any 
vhicb would justify this change. 

no justification for the 
this financing, and the 

facts in the majority order 

For these reasons I dissent from the commission order, for 
the purpose of emphasizing my belief that there should be a 
stronger position of debt financing in this company and that 
its debt position should not be diminished in favor of 
increased equity holdings. 

Hugh A. Wells, commissioner 

DOCKET NO. P-10, SOB 307 

BEFORE THE NORTH C~ROLIN~ UTILITIES COKKISSION 

Tn the !'latter of 
Joint Application of Central Telephone ) ORDER APPROVING 
Company, Central Telephone & TTtilities ) MERGER, ISSUANCE 
Corporation and Nev Centel, Inc., for ) OF SECURITIES 
approval of the merger of central Tele- ) AND ASSUl'IPTION 
phone company into Nev centel, Inc., and ) OF OBLIGATIONS 
for authorizations in connection there- ) AND GRANTING 
vith and vith certain other related reor-) RELATED 
ganizations, including authorizations for) AUTHORIZATIONS 
issuance of securi t.ies, assumption of ) 
obligations and transfer of ownership and ) 
control of the franchise and certificate ) 
of public convenience and necessity of ) 
Central Telephone Company ) 

This cause comes before the commission upon the 
Application of central Telephone company (Centel), central 
Telephone & Utilities Corporation (CTU), and Nev Centel, 
Inc. (Nev Centei, , filed under date of April 16, 1971, 
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through its counsel, Ross, Hardies, o•Keefe, Babcock & 
Parsons, Chicago, Illinois, and Richard G. Long, Roxboro, 
North Carolina, wherein approval is sought as follovs: 

For the merger of centel into Nev centel, Inc., the 
transfer of ownership and control of the franchise and 
certificate of public convenience and necessity of Centel 
to Nev Centel, the issuance of securities 'by Nev centel 
and the assumption of obligations of Centel by Nev Centel, 
and related matters. 

By order entered Hay 10, 1971, the matter vas set for 
hearing on June 11, 1q71, unless no protests were received 
by the Com11tission on or before June 4, 1q11. on !'lay 19, 
1971, Centel gave to its stockholders due notice of the 
application and of the opportunity to oppose the grant of 
the authoriz:itions sought. No protests have been received 
which justify or require holding a hearing. Accordingly, 
pursuant to the aforesaid order of l'lay 10, 1971, the matter 
will be determine~ on the basis of the application and the 
information heretofore filed with the commission. 

FINDINGS OF FACT 

1. centel is a Delaware corporation duly qualified to 
transact business as a foreign corporation in the State of 
North Carolina. centel is a public utility as defined in 
paragraph (23) (a) (6) of section 62-3 of the Public Utilities 
Act of North Carolina and is subject to the jurisdiction of 
the North Carolina Utilities Commission. 

2. CTU is a Kansas corporation which, at December 31, 
1970, owned approximately 96 percent of the common stock, 
representing approximately 91 percent of the voting paver, 
of centel. 

3. Nev Centel is a Delaware corpo·ration incorporated on 
December 14, 1970. Nev centel has outstanding 10 shares of 
common stock, all of which are owned by CTU. Nev Centel was 
formed solely for the purpose of effecting the 
reorganization of centel proposed herein. Nev centel is 
du1y qualified to transact business as a foreign corporation 
in the State of North Carolina. 

4. CTtJ is the pa~4;nt of certain other corporations 
providing telephone service in certain areas in Florida, 
t llinois,· Horth Carolina, Virginia and Wisconsin, to vi t: 

(a) Lee Telephone Company {Lee Telephone), a Virginia 
corporation. At December 31, 1970, CTO ovned approximately 
99.8 percent of the common stock of Lee Telephone. 

(b) Central Telephone Company of Illinois (Centel 
Illinois), an Illinois corporation. At December 31, 1970, 
centel ovned approximately 96 percent of the common stock, 
representing approximately 87 percent of the voting paver, 
of centel Illinois. 
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(c) La Crosse Telephone corporation (La Crosse), a 
Wisconsin corporation. At December 31-,- l970, Centel owned 
approximately 94 percent of the common stock of La Crosse. 

(d) Virginia Telephone & Telegraph Company (Virginia 
Telephone), a Virginia corporation. At December 31, 1970, 
Centel ovned approximately 88 percent of the common stock of 
Virginia Telephone. 

(e) southeastern Telephone Company (Southeastern), a 
Florida corporation. At December 31, 1.970, Centel ovned 
approximately 96 percent of the common stock, representing 
approximately 94 percent of the voting paver, of 
Sout beastern. 

5. A series of mergers and asset acquisitions is 
proposed, the purpose of which is to simplify the corporate 
structure of CTU and its subsidiaries, to facilitate further 
expansion, and to eliminate the minority common stock 
interests in the subsidiaries of era. As a first step, it 
is proposed that Centel he merged into Nev centel under the 
laws of Delaware. If such merger is effected, the holders 
of the minority common stock of Cent.el vill receive voting 
preferred stock of Rev Centel convertible into common stock 
of CTU. The holders of preferred stcx:k of centel vill 
receive voting preferred stock of Hew Centel without the 
conversion p~ivilege but with provisions similar, in terms, 
to the provisions of preferred stock of Centel now 
outstanding. No preferred stock will be issued to CTU; the 
Centel common stock beld by CTU will be cancelled. The New 
Centel stock which is proposed to be issued is described 
below. It is also proposed that CTU form a nev Virginia 
corporation (Nev Lee Telephone) to which it will transfer 
shares of CTO common stock in exchange for all of Nev Lee 
Telephone's ::ott1mon stock. Rev Lee Telephone will thereafter 
acquire all of the assets and assume the lhbili ties of Lee 
Telephone in exchange for the CTU common stock, the holders 
of the minority common stock of tee Telephone receiving CTO 
common stock. Lee Telephone will then be dissolved. Ro CTU 
common stock vill be distributed to CTU. 

6. An agreement of merger between Centel and Nev centel 
has been ap~roved by the Boards of Directors of Centel and 
Nev centel and by CTU, as sole stockholder of Nev Centel. 
The Commission is advised that since the application vas 
filed, the agreement also has been approved by the 
st cckholders of centel. 

7. At the present time, Nev centel owns no utility, 
properties and conducts no business. If the merger of 
Centel into Nev Centel is effected, the name of Nev centel 
will becot1e Central Telephone company: Rev centel will own 
all of the utility properties nov ovned by centel, and no 
others; Nev Centel will• conduct the telephone ntili ty 
business now being conducted by centel, and no other; and 
Nev centel will be a public utility as defined in paragraph 
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(23) (a) (6) of Section 6 2-3 of t'he Public Utilities Act and 
vill be subject to the jurisdiction of this Commission. 

B. Also, if the merger of centel into Nev centel is 
effected, New Centel will ovn the stock nov owned by Centel 
in ta Crosse, Centel Illinois, Virginia Telephone and 
southeastern. It is proposed that Nev Centel form new 
Wisconsin, Illinois, Virginia and Florida corporations (Nev 
La crossP, Nev Centel Illinois, Nev Virginia Telephone and 
Nev Southeastern) and receive all of the common stoclc of 
each of these corporations in exchange for voting preferred 
stock of New Centel. One class of this preferred stock 
would be convertible into CTlJ common stock. The other 
classes would not have such conversion privilege but each 
would be similar to a class of preferred stock of Centel 
Illinois or Southeastern nov outstanding. It is proposed 
that the following reorqani zat ions v::rnld then be effected: 

(a) New La Crosse would acquire all of the assets and 
assume the liabilities of La Crosse in excharlge for Nev 
Cent el preferred st.eek vi th a conversion privilege, which 
would be receive<l by the holders of the minority common 
stock of La Crosse. Li:l Crosse vould then be disSolved. No 
convertibl~ preferred stock of Nev centel would be 
distributed to Nev Centel. 

(b) Centel Illinois would be merged into Nev Centel 
Illinois. P_11rsuant to the merger, holders of the common 
stock of centel Illinois vould receive shares of convertible 
preferred stock of Nev centel. Holders of preferred stock 
of CentP.l Illinois would receive shares of preferred stock 
of Nev Centel without the conversion privilege but vith 
provisions similar, in terms, to the provisions of the 
preferred stock of Centel Illinois now outstanding. No 
shares of convertible preferred stock of Nev Ce nte l would be 
distrihu ted to Nev Cent el. 

(c) Virginia Telephone would be merged into Nev Virginia 
Telepltone. Pursuant to the merger, holders of the minority 
common stock of Virginia Telephone would receive convertible 
preferred stock of Nev centel.. No shares of convertible 
preferred stock of New Centel would be distributed to Nev 
Cen tel. 

(d) Southeastern would be merged into Nev Southeastern. 
Holders of the minority common stock of southeastern would 
receiv~ convertible preferred stock of Nev centel. Holders 
of shares of preferred stock of Southeastern vould receive 
shares of preferred stock o:f New centel without the 
conversion pr.ivilege but with provisions similar, in terms, 
to the provisions of the preferred stock of southeastern now 
outstanding.. No shares of convertible preferred stock of 
Nev Centel would be distributed to Nev centel. 

9. Applications have 
~innesota· Public Service 

been or will be 
commission, the 

service Commission and the Federal 

filed with the 
Nevada Public 
communications 
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Commission, all of which have jurisdiction over some aspect 
of the merger of Centel into Nev cente.l. In each of the 
other proposed reorganizations, stockholder approval is 
required, and the approval of at least one state public 
utility commission and, except where no transfers of 
licenses for microwave operations are involved, the approval 
of the Federal Communications Commission must be obtained. 
Although the applicants are not avare of any reason vby all 
necessary approvals should not be obtained, CTU has retained 
the option to abandon all or any part of the program if any 
requisite consent to or authorization of any part of the 
program cannot be secured or is granted upon condi1;-ions 
vhich CTU deems unacceptable. Accordingly, the program may 
be accomplished in full, partially or not at all. 

10. With regard to Nev Centel 1 s accounting, there vill be 
no change in the property ·accounts and depreciation re.Serve 
of Centel in the recording of the transfer of Centel's 
properties to Rev centel on the books of Nev Centel; these 
Will be carried over in the same amonnts to the books of Nev 
Centel. 

As noted above, in the merger of Centel in to Nev Cent el 
there will be issued convertible preferred stock of Nev 
Centel for the minority common stock of centel. Also, the 
capital stock expense of Centel vill not be carried over on 
Nev Centel1 $ books in the merger; rather, it vill be written 
off aqainst re~ained earnings. As a consequence of these 
two facts, the pro. forma common stock equity of Centel as of 
December 31, 1970, would be reduced by $5,ll'JB,356. 
Therefore, in order to preserve the common stock eq.uity of 
Nev Centel, it is proposed that CTU make a capital 
contribution of that amount, by vay of a credit against 
construction advances oving to CTU ($12,155,000 at Harch 31, 
1971) • 

11. Tbe classes and the maximum numbers of shares and 
maximum principal amounts of securities (subject to 
reduction through interim operations of sinking funds or 
purchase funds in certain instances) to be issued or assumed 
by Nev centel are as follows: 

9,000,000 shares of common Stock without par value; 

614,905 shares of Convertible Junior 
Preferred stock without par value but with 
a stated value of !10 per share; 

The following series of cumulative Preferred 
stock without par value but vith a stated 
value as indicated: 

35,ooo shares, $2.50 Dividend series, 
of the stated value of $50 per share; 

10,ll00 shares, 11.50 Dividend Series, 
of the s,tated value of $25 per share; 
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231,225 shares, $1.24 Dividend Series, 
of the stated value of· $25 per share; 

4,853 shares, $5 Dividend Series, 
of the stated Value of $100 per share; 

54,000 shares, $4. 70 Dividend Series, 
of the stated value of $100 per share: 

50,000 shares, 16 Dividend Series 1, 
of the stated value of $100 per share; 

llS,000 shares, $6 Dividend SerieS 2, 
of the stated value of $100 per share; 

89,9A3 shares, $1 Dividend Series, 
of the stated value of $20 per share; 

250,000 shares, $1.13 Dividend Series, 
of the stated value of $20 per sha.re. 

619 

Ei:cept for the last four of these series, vhich vill be 
issued in replacement of substantially identical shares of 
southeastern and Centel Illinois, each such series vill 
replace a substantially identical series of Centel nov 
outstanding. 

The following outstanding First e:ortgage Bonds of Centel 
to be assumea by Nev centel by a supplement to the 
Indenture from Centel to The First National Bank of 
Chicago and William K. Stevens, as Trustees, dated June 1, 
19QLJ, as amended: 

$ 1,120,000, Series A, 3-1/4J, due June 1, 197q; 
$ 3q1, 000, Series B, 3-1/U, due June 1. 1974; 
$ 380,000, Series c, 3-1/4~, due June , . 197!J; 
$ 220,000, series D, 3-1/8~, due September 1 • 1975; 
$ 390,000, Series E, 3-5/8~. due December 1, 1976; 
$ 563,000, Series p. 3.80J, due December ,. 1977; 
$ 602,000, series G, 4. 20%, due November 1, 19B; 
$ 1,293,000, Series H, 4-1/21, due October 1, 19 81 ; 
$ 89A,OOO, Series I, 5-1/U, due September 1, 197 2; 
$ 1,922,000, Series J, 4-5/81, due "ay 1 • 1983; 
$ 1,748 ,000., series K, 5~, due June 1, 1984; 
$ 2,235,000, Series L, s-210,, due December 1, 1985; 
$ 2,617,000~ Series "· 4-1/2~, due October 1 • 1979; 
$ 1,326,000, Series N, 4-3/U, due September 1 • 1983; 
$ 3,023,000, Series P, 5-1/8J, due "ay 1, 19B6; 
$ q, 789, ooo, Series Q, 5-1/8%, due February 1 • 19B7; 
$'10,1lJ6,000, Series R, 4-3/U, due June 1 • 1989; 
$11,356,000, Series s, 4. 85,C, due June 1, 1989; 
$ 7,760,000, Series T, 6-3/8~, due October 1, 1992; 
S 12, 125, ooo, Series u, 6. 70%, due April 1, 1993; 
$24,593,000, Series v, 8%, due July 1, 1994: 

$500,000 of outstanding 4-1/q'JC Sinlting Fund Debentures due 
July 1. 1975 of centel to be assumed by Nev Centel by a 
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supplement to the Indenture from Centel to Continental 
Illinois National Bank and Trust company of Chicago, 
successor to Harris Trust and Savings Bank, as Trustee. 
dated as of ~ay 1, 19Q8, as amended; 

$750,000 of outstanding 4-1/2% Subordinated Debentures due 
Dece■ber 1, 1976 of centel to be assumed by Nev Centel by 
a supplement to the Indenture from centel to The Northern 
Trust Company, as Trustee, dated as of December 1, 1956; 

$30,000,000 of outstanding 9-1/41 Sinking Fund Debentures 
due October 1, 1995 of Centel to be assumed by Nev Centel 
by a supplement to the Indenture from centel to Harris 
Trust and Savings Bank, as Trustee, dated as of October 1, 
1970; 

$5,150,000 of outstanding Promissory Notes due October 1, 
1986 of Centel. 

Also, Nev centel vill assume the liability of Centel for 
construction advances from CTU ($12,155,000 as of Karch 31, 
1971), made pu~suant to authorizatiqn from this Conaission 
for centel to borrov from CTU up to s20,ooo,ooo on open 
account vith interest at the prime rate in effect for short­
term loans by banks to top credits. 

12. The securities vill not be sold, as such. Rather, 
theJ vill be issued in the ceorgani2ations discussed above 
in exchange for securities of centel (the issuance and sale 
of all of vhich previously have been· approved by this 
Commission), ta Crosse, Centel Illinois, Virginia Telephone 
and Southeastern. Nev Centel currently has 10 shares of 
stock outstanding. Upon the merger of Centel into New 
Centel, each such share will be converted into 900,000 
shares, for a total of 9,000,000 shares of common stock to 
be outstanding after the merger. The debt securities listed 
above are obligations of Centel vhich will be assumed by Rev 
Centel. The Cumulative Preferred Stock will be issued in 
exchange for preferred stack of centel having substantially 
identical terms. except that four of the series of 
cumulative Preferred stock (the S6 Dividend CWl.ulative 
Preferred Stock, Series 1; the $6 Dividend cumulative 
Preferred stock. series 2; the cumulative Preferred stock, 
$1 DiYidend Series; and the cumulative Preferred Stock, 
$1. 13 Dividend Series) vill be issued in exchange for 
preferred stock of Centel Illinois and Southeastern. 

The .Convertible Junior Preferred Stock of Nev centel (the 
Convertible Preferred) vill be issued to the minority common 
stockholders of Centel and the other companies. It vill. be 
con~ertible into common stock of CTO, but it vill provide 
expressly that the conversion pri9ilege may not be exercised 
until the expiration of five years after the initial issue 
of shares of such class. During this period the conYertible 
Preferred vill not be redeemable. Thereafter, on 30 days• 
notice, it vill he redee■able at $25 per share (which vill 
also be its liquidation preference oYer the common stock of 
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Nev centel). T~e convertible Preferred vill be subordinate 
in rank. both as to dividends and assets, to the Other 
classes of preferred stock of Nev centel. It vill have a 
fixed dividend rate of $2 per annum per share payable in 
priority to dividends on the common stock of Nev Centel. 
The initial conversion rate of the conTert.ible Preferred 
(subject to anti-dilution protection) vill be 1.q shares of 
common stock of CTU for each share of conYertible Preferred. 

13. The ratio of exchange of the convertible Preferred 
for the minority common shares of Centel is one (1) share of 
Convertible Preferred for each share of common stock of 
Centel. The respective ratios of exchange for the minority 
common shares of centel Illinois, La Crosse, Virginia 
Telephone and Southeastern are: 

.so for each Centel Illinois common share 
• 83 for each La Crosse common share 
.82 for each Virginia Telephone common share 
.91 for each southeastern common share 

Since, at the initial conversion ratio (subject to 
adjustment pursuant to anti-dilution provisions), each share 
of convertible Preferred is eschangeable for 1.4 shares of 
common stock of CTO, the corresponding figures in terms of 
CTU common shares are: 

1.4 for each centel common share 
.70 for each centel Illinois common share 

1.162 for each La Crosse common share 
1.148' for each Virginia Telephone common share 
1.274 for each Southeastern common share 

In the opinion of White, weld & co •• an investment banking 
firm unaffiliated vith CTU, these exchange and conversion 
ratios are fair and reasonable to all the interests 
concerned. 

14. CTU bas agreed to transfer to Rev Centel, prior to 
the expiration of the five-year period during which the 
Convertible Preferred cannot be redeemed, either in exchange 
for Nev Centel common stock to be issued or as a capital 
contribution, the total number of shares of CTU co111.11on stock 
necessary for the conversion of all of the convertible 
Preferred stock discussed herein. such transfer vill be in 
consideration of the enhancement of its common equity 
posit.ion in Rev Cente1 resulting fro11 the elimination of 
(1) the preferential claia of the Convertible Preferred to 
dividends out of the earnings of Rev Centel and (ii) the 
pt:eferential claim of the conTert.ible Preferred to the 
assets of Nev centel. Assaaing no dissents, the number of 
shares of CTU common stock vhich vould be issuable upon 
conversions of all the convertible Preferred (at the initial 
conversion rate) and in elimination of the tee Telephone 
minority common stock interest would be 862,306. 
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15. If all the mergers and asset purchases contemplated 
by the program proposed by the Applicants are effected, CTO 
vll l hold 100,C of the common equity of !lev centel and Rev 
tee Telephone and Rev centel vill hold 100,C of the common 
stock (no other class being outstanding) of Rev Centel 
Illinois, Rev La Crosse, Rev Virginia Telephone and Bev 
southeastern. only Rev Centel, of all the sobsidi11.ries, 
vill have any preferred stock outstanding. The eliaination 
of all minority interests in cen'tel and the other 
subsidiaries of CTU will ha·ve seTeral advantages: 

(i) It will simplify the corporate structure of the 
CTU system. 

(ii) It vill facilitate the financing of Cent.el and 
the other subsidiaries of cro and their further expansion. 

(iii) It vill permit the minority common -stock 
holders in Centel ana the otber subsidiaries to get out of 
situations vhere they are locked in vith no adequate market 
for their holdings. 

16. The expenses to be incurred in connection with the 
reorganizations herein proposed, including the issuance of 
such securities and the assumption of such obligations, are 
esti ■ated to be $250,000 (a substantial part of which 
already has been expended in testing the feasibility of the 
concepts) and include attorneys• and accountants• fees, 
transfer agents! fees, pr int ing costs, organization 
expenses, recording charges, regulatory agency fees, travel 
expenses, telephone and postage charges and miscellaneous 
expenses. Nev Centel vill pay all the expenses of effecting 
the aerger. 

17. The pro form.a balance sheet 
merger of Centel into Nev centel and 
proposed reorganizations discussed 
consummated on December 31, 1970, is as 

ASSETS 

Telephone plant 
Less: Reserve for depreciation 

Investments, at cost: 
common stocks and long-term notes of 

subsidiaries 
Other investments 

Current assets: 
cash 
ftaterials and supplies 
Other current assets 

Prepaid accounts and deferred charges 

of Rev Centel 
all of t'he 
herein had 

follows: 

if the 
other 
been 

$226. 708,134 
_JL.2.!!.£.a.211!. 

1a2, 16 s.364 

112,096,010 
___ 33,aq2 

112. 129,852 

2,218,591 
3, 109,487 

__ 9,768,493 
15,096,571 

___h.§53,561 
$311,2Q5,349 
========== 
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Pre■ium on convertible junior preferred stock 
Long-ter■ debt 

Total capitali-za.tion 
current liabilities 
ReserYes and deferred credits 
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$101,078,Q11 
20.558.030 

121,636,QQl 
36,12Q,635 

... , 71'9,336 
-~3.000 

287.603.Q12 
16, 2ll 3,563 

---1...398,374 
$311,2Q5,3Q9 
-========= 

18. The plant and capital of Centel nov devoted to 
.proYiding the public the serYice covered bJ the certificate 
of public convenience and necessity issued to Centel vill 
re ■ain uni ■paired and vill be owned by rev Cent.el after the 
■erger and Nev Cent.el 'thereafter will continue to provide a 
continuity of at· least eguiYalent service to the public nov 
serYed by Cent.el. 

19. Applicants haye carried the burden of proof required 
by the releyant: sections of the General Statutes of North 
Carolina. 

COBCLUSIOHS 

From a reYiev and study of the Application, its supporting 
data and other inforaation in the commission's files, the 
Co■mission is of the opinion and so concludes that: 

(a) The merger of Centel into Rew centel is justified by 
the public convenience and necessity and 

(b) The issuance of the securities and assumption of 
obligations by Hev centel, as described above, are: 

(i) Por a lavful object within the corporate 
purposes of Nev centel; 

(iil Compatible vith public interest; 

(iii) Necessary, 
the proper 
service to 
impair its 

appropriate for and consistent 
perfor11ance by Nev Centel of 
the public as a utility and will 
ability to perfor■ such service i 

vith 
its 
not 
and 

(iv) Reasonably necessary and appropriate for the 
purposes set forth herein. 

IT IS, THEREFORE, ORDERED AS VOLLOWS: 

1. Centel and Nev centel are authorized to consummate 
the merger of Centel and Nev centel as outlined herein. 
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2. Centel is authori~ed to transfer all of its public 
utility assets and franchises to Nev Centel and Nev cent.el 
is authorized to acquire the same. 

3. Nev centel is issued a franchise and certificate of 
public convenience and necessity to operate the telephone 
facilities nov operated by cent.el in North Carolina 
effective as of the legal date of said merger. 

4. The franchise and certificate of public convenience 
and necessity now held by Centel'are cancelled and declared 
null and void effective as of the legal date of said merger. 

5. rn cohjunction with said merger, Nev Cent.el is 
authorized to issue not to exceed the following numbers of 
shares of the classes and series of stock described, on the 
terms and for the purposes set forth herein: 

q,000,000 shares of common stock without par value; 

61q,905 shares of convertible Junior Preferred Stock 
without par value but with a stated value of $10 per 
share; 

The following series of Cumulative Preferred Stock without 
par value btit vith a stated value as indicated: 

35,000 shares, $2. 50 Dividend Series, of the stated 
value of $50 per share; 

10,qoo shares, $1.50 Dividend Series, of the stated 
value of $25 per share: 

231,225 shares, $1. 2Q Dividend series, of the stated 
value of $25 per share; 

q, 853 shares, $5 Dividend Series, of the stated value 
of $100 per share; 

sq, o oo shares, $4.70 Dividend Series, of the stated 
value of $100 per share; 

50,000 shares, $6 Dividend series , . of the stated 
value of $100 per share; 

1'5,000 shares, $6 Dividend Series 2, of the stated 
value of $100 per share; 

89,981 shares, $1 Dividend Series, of the stated 
value of $20 per share; 

250,000 shares, $1. 13 Dividend Series, of the stated 
value of $20 per share; 

6. In conjunction with 
authori%ed to assume and for 
the issuer of not to exceed 

said merger, Nev centel is 
all purposes to be treated as 
the following principal amounts 
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of obligations of centel, on the terms and for the purposes 
set forth herein: 

The following outstanding First 1'1ortgage Bonds issued 
under an Tnnentuce from Centel to The First National Bank 
of Chicaqo and Qilliam K. Stevens, as Trustees, dated 
June 1, 1944, as amendeil: 

$ 1,128,000, 
$ 341,000, 
$ 380,000, 
$ 220,,000, 
$ 390,000, 
$ 56J, 000, 
t 602,000, 
$ 1,293,000, 
$ 898,000, 
$ 1,922,000, 
$ 1,748,000, 
$ 2,235, ooo, 
$ 2,617,000, 
$ 1,32fi,OOO, 
$ 3,023,000, 
$ 4,, 789, ODO, 
$10,1"6,000, 
$11,356,000, 
$ 1,760,000, 
$12., 125,000, 
.t:24,593,000, 

SP.ties A, 3-1/4,;, 
Series B, 3-1/4%, 
Series c, 3-1/4%, 
Series D, 3-1/81, 
Series E, 3-5/8%, 
series F, 3.80%, 
Series G, 4 .. 201, 
Series H, 4-1/21, 
Series I, 5-1/4,;, 
Series J, 4-5/81, 
Series K, si, 
Series L, 5-2/8~, 
Series M, 11-1/21, 
Series N, 11-3/111, 
Series P, 5-1/0i, 
series Q, 5-1/131, 
Series R, ll-3;4i, 
Series s, 4.85%, 
Series 7, 6-3/8~, 
Series u, 6. 1oi, 
Series V, 8~, 

due June 1, 
due June 1, 
due June 1, 
due September 1, 
due December 1, 
due December 1, 
due November 1, 
due October 1, 
due September 1, 
due liay 1, 
due J11ne 1, 
due December 1, 
due October 1, 
due Sept ember 1 , 
due !'lay 1, 
due February 1, 
due June 1, 
due June 1, 
due October 1, 
due April 1, 
due July 1, 

1974: 
1q111: 
1974; 
1975; 
1976; 
1977: 
1978; 
1981 i 
1972; 
1983; 
1984; 
1985; 
1979: 
1983; 
1986; 
1987; 
1988; 
1989; 
199 2; 
199 3; 
1994; 

!500,000 of 4-1/4~ sinking Fund Debentures 
1975, issued under an Indenture from Centel to 
Illinois National Bank and Trust company 
successor to Harris Trust and Savings Bank, 
dated as of r,ay 1, 19413, as amended; 

due July 1, 
continental 
of Chicago, 

as Trustee, 

$?50,000 o~ 4-1/2~ Subordinated Debentures due December 1, 
1976, issueri under an Indenture from Centel to The 
Northern Trust Company, Trustee, dated as of December 1, 
1956; 

$30,000,000 of 9-1/41 sinking Fund Debentures due October 
1, 1995, issued under an Indenture from Cent el to Harris 
Trust and savings Bank, as Trustee, dated as of October 1, 
1970; 

$5,150,000 of Promissory Notes due October 1, 1986; 

1. Nev 
supplemental 
necessary to 

centel is 
indentures 

enable it to 

authorized 
and other 
assume such 

to execute 
documents as 
obligations. 

all such 
may be 

B. The A.pplicants submitted financial exhibits, 
including balance sheets and income statements of Centel as 
of and for the vear ended December 31, 1970, prepared on 
both a corporate and consolidated basis, adjusted to reflect 
the merger and the issuance of convertible Preferred in 
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exchange for the minority interests in the comm.on stock of 
Centel and in the common stocks of its subsidiaries. 

9. The proposed transactions will constitute "purchases" 
rather than "poolings of interestn within the meaning of 
lccounting Principles Board Opinion No. 16. The additional 
investment to be made by CTU in Centel and Lee will be 
recorded a·t the market value of the CTU common stock 
issuable. Since this amount vill probably exceed the 
underlying book value of the additional interest in Centel 
and Lee to be acquired, the excess might, unless the 
Commission otherwise prescribes, be required under 
Accounting Principles Board Opinion No. 17 to be amortized 
to income in the consolidated financial 51:a tements of CTU 
and subsiaiaries over a period of time. 

10. The current market value of 862,306 shares of 
Applicant's ~ommon stock is greater than the underlying book 
value of the minority comm.on stock interests in subsidiaries 
to be eliminated, but the book value of 862,306 shares of 
Applicant's common stock outstanaing, based on Applicant's 
consolidatea balance sheet at Decemb0r 31~ 1970, is less 
than the underlying book value of the minority common stock 
interests in subsidiaries to be eliminated. Amortization of 
the excess of the market value of Applicant 1 s common stock 
to be issued over the underlying book value of the minority 
interests in common stocks of subsidiaries to be eliminated 
vould reduce Applicant's reportable earnings available for 
common stock dividends which, in turn woula tend to increase 
the cost of new common stock equity capital to Applicant, to 
the detriment of the public served by Applicant. It is 
appropriate and consistent with proper accounting practice 
that the excess of the "cost" of the minority interests in 
common stock of s11bsidiaries eliminated (computed at the 
mark.et value of Applicant 1 s common stock issued therefor) 
over the nniferlying book value thereof be written off 
against ipplicant 1 s premium on common stock account, 
concurrently with the issuance of such common stock of 
Applicant. 

11. The tari!:fs, local exchange rates and charges vhich 
are nov in force and effect and which have heretofore been 
approved for centel shall continue in force and effect as 
the authorized tariffs, rates and charges of Nev centel 
until changed as provided by law .. 

12. CTU is authorized to acquire the ownership of all of 
the common stock of Nev centel and =ontrol of the public 
utility assets ancl franchises of Nev Centel through its 
merger vith Centel, and CTU is the parent corporation of Nev 
Centel within the meaning of and for the purposes set forth 
in G.s. 62-3{2~c. 

13. C'l'tJ is authorized to advance to Nev Centel and Nev 
Centel is authorized to borrow from CTO to the same extent 
as this Commission has previously authorized with respect to 
Centel and CTU in Docket No .. P-2q. Sub 42. as amended. 
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1Q. All authorizations and consents heretofore granted or 
given to Centel by the commission and then in effect shall 
become authorizations to Nev Centel as of the legal date of 
the merger and all duties and resl)Onsibilities heretofore 
prescribed by the commission and - then extant shall become 
the duties and responsibilities of Nev Cent.el as of the 
legal date of the merger. 

15. Exercise of the aforementioned authorizations is 
contingent upon the taking of all appropriate corporate 
actions and the securing of all authorizations, approvals or 
consents fro111. all governmental authorities having 
jurisdiction in the matter which are or may be necessary to 
permit consummation of the merger of cent.el into Nev tentel 
and all related transactions. 

16. The aforementioned authorizations are granted upon 
the understanding that upon the subject 11.erger Nev centel 
will continue as the surviving corporation under the name of 
Central Telephone company. 

17. Nev centel shall file in duplicate with this 
commission, within a period of thirty (30) days following 
completion of the merger of Centel into Nev Centel, a 
verified report of actions taken and transactions 
consummated with regard to that merger and, within a period 
of thirtv (30) days foll'oving ·completion of all of the other 
proposed reorganizations (or all which shall not have been 
abandoned), a verified report of actions taken and 
transactions consummated with regard to such other 
reorga ni -za tion s. 

18. That the commission 
proceeding to the end that it 
orders in the premises as 
desirable. 

retains 
may make 
it may 

jurisdiction in this 
such further order or 
deem to be proper and 

ISSUED BY ORDER OF THE COMMISSION. 

This the 20th day of July, 1971. 

NORTH CAROLINA UTILITIES co~~ISSION 
Katherine~- Peele, Chief Clerk 

(SE AI) 

DOCKET BO. P-16, SUB 112 

BEFORE THE NORTH CAROLINA UTILITIES co~~ISSION 

In the Matter of 
The Concord Telephone Company - Application 
for Authority to Issue and Sell First 1'lort­
gage Bonds, Series H, 8 1;2i in the 
Aggreqate Principal Amount of $1.250,000 

ORDER GRANTIUG 
AUTHORITY 'TO 
ISSUE AND SELi. 
DOUDS 
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This cause comes before the commission upon an a·pplication 
. of The Concord Telephone company (Company), filed under date 

of July 19, 1971, through its Counsel, Eugene T. Bost, Jr., 
Concord, North Carolina, wherein authority of the Commission 
is sought as follovs: 

1. To issue and sell $1,250,000 principal amollnt of 
First Mortgage Bonds, 8 1/2'1, series H, due 2001, to 
institutional investors for cash at 1001 of the 
principal amount; and 

2. To execute and deliver to a certain Trustee a Fiftb 
Supplemental Indenture dated as of Aug-ust 1, 1971, to 
an amended original Indenture of Bortgage dated as of 
August 1, 1958, to secure payment of said Series H 
Bonds. 

FINDINGS OF FACT 

1. The company is a North Carolina Corporation duly 
organized and existing under and by virtue of the laws of 
the State of North Carolina, is a telephone company engaged 
in the business of operating a telephone communic,1.tions 
system in its franchised area; is a public utility as 
defined in paragraph (23} (a) (6J of Section 62-3 of the 
Public Utilities Act of North Carolina: and in its operation 
is subject to the jurisdiction of the North Carolina 
Utilities Commission. 

2. The Company as of June 15, 1971, oves $1,150,000 in 
short-term loans vhich vere invested in the expansion and 
improvement of its plant and facilities. 

3. The company now proposes to issue and sell $1,250,000 
principal amount of Pirst "ortgage Bonds, 8 1/2~, Series H, 
due 2001., by means of an already negotiated transaction to 
three institutional investors to be delivered and the 
purchase thereof consummated on or about August 1, 1971, and 
to execute and enter in to vi th each of the institutional 
invest.ors a Bond Purchase Agreement. 

4. The Company proposes that the Series H Bonds vill be 
created and issued under its Indenture of !lortgag~ dated as 
of August 1, 1958, by and between the Company and Cabarrus 
Bank and Trust Company, as Trustee. as supplemented and 
amended by various supplemental indentures. 

5. The net proceeds derived from the sale of said series 
H Bonds uill be used to discharge short-term borrowings nov 
oved and the ba1ance, if any, vill be applied to its 1971· 
construction program estimated to be s2,2so.ooo. 

6. The company estimates that expenses to be incurred in 
connection with the issuance and sale of the Bonds vill 
approximate $23.325. 
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CONCLUSIONS 

From a review a~d study of the application. its supporting 
data and other information in the Commission's files, the 
Commission is of the opinion and so concludes that the 
transactions herein proposed are: 

(a) FOr a lawful object within the corporate purposes of 
the Petitioner; 

(b) Compatible with the public interest; 

(c) Necessary and appropriate for and consistent vith the 
proper performance by Petitioner of its service to 
the public and vil1 not impair its ability to perform 
that service: and 

(d) Reasonably necessary and appropriat.e for such 
purposes. 

IT IS, THERE~ORE, 
Company be, and it 
permitted under the 
application: 

ORDERED, 
is hereby 

terms and 

That The concord Telephone 
authorized, empowered and 
conditions set forth in the 

1. To issue and sell 
First ~ortgaqe Bon~s, 8 
institutional investors 
amount; 

$1,250.000 principal amount of its 
1/2%, Series R, due 2001, to 

for cash at 1001 of the principal 

2. To execute and deliver to a certain Trustee a "Fifth 
supplemental Indenture dated as of August 1, 1971, to an 
amended original Indenture of f!ortgage dated as of August 1, 
1958, to secure payment of the Bonds; 

3. To devote the proceeds to be derived 
issuance and sale of said series R Bonds described 
the purposes set forth in the application; 

from the 
herein to 

4. To file vith this Commission, vhen available in final 
form, one copy each of the Bond Purchase Agreement and the 
Fifth supplemental Indenture; an~ 

5. To file vith thi.s com.mission, in duplicate, a 
and transactions 

herein granted within 
the completion of the 

verified report of actions taken 
consummated pursuant to the authority 
a period of thirty (30) days. following 
transactions authorized herein. 

ISSOED BY ORDER OF TBE co~~ISSIOR. 

T~is the 30th day of July, 1971. 

NORTH CAROLINA UTILITIES co~~ISSION 
Katherine n. Peele, Chief Clerk 

(SEAL) 
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OOC!raT NO. P-19, SUB 129 

BEFORE THE NORTH CAROLINA UTILITIES co""ISSION 

In the eatter of 
Application of General Telephone company of 
the Southeast for Authority to Issue 
1,501,220 Shares of Common Stock, S25 Par 
value, as a Dividend and to Issue and 
Exchange 1,478,780 Shares of $25 Par Value 
common stock for common Stock of General 
Telephone Company of Alabama 

ORDER GRANTING 
&UTHORITY TO 
DECLARE A 
STOCK DIVIDEND 
AND EXCHANGE 
STOCK 

HEARD IN: The commission Rearing Room, Rnffin Building, 
Raleigh, North Carolina, on July 30, 1971 

BEFORE: Chairman Harry T. 
Commissioners llarvin 
and Hugh A. Wells 

Westcott (Presiding), 
R. Wooten, Pliles H. Bbyne 

APPEARANCES: 

For the Applicant: 

K. Byron 1.'lcCoy 
Newsom., Graham, Strayhorn, Redrick & nurray 
Attorneys at Lav 
423 central Carolina Bank Bldg. 
Durham, North Carolina 

For the Commission Staff: 

r!laurice w. Horne 

BY THE 
company of 
autliority 
provisions 

~ssistant commission Attorney 
Ruf=in Building, Baleigh, North Carolina 

COMffISSION~ On July 9, 1971, General Telephone 
the Southeast (Applicant) filed application for 
to issue securities in accordance Vi.th the 

of G .. S .. 62-160 and 161. 

The Commission set the application for hearing on July 30, 
1971, by Order of July 26, 1971. The matter came on for 
hearing at the time specified in the co11mission•s :Jrder .. 
Applicant seeks approval of the Commission as foll.ovs: 

1. To issue 1,507,220 shares of its common capital stock 
of the par value of $25 per share to its parent, 
General Telephone & Electronics corporation, by the 
transfer of .t37,680,500 from other capital account to 
stated capital; and 

2. To issue 1,478,780 shares of its common capital stock 
to General Telephone & Electronics corporation in 
exchange for 1,ll78,780 shares of common stock in 
General Telephone Company of Alabama. 
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At the hearing, Frederick c. Rahdert, President of General 
Telephone Company of the Southeast, testified that General 
Telephone coapa ny of Georgia, General Te le phone co■pan y of 
!forth Carolin a, Pl ut ual Telep bone coapa ny and Pee Dee 
Telephone Company were ■erged into Applicant on Deceaber 31, 
1970. At the ti ■e of the merger the equity of the coapanies 
■erged was included on the books of the Applicant as other 
capital. He stated that the purpose of the application vas 
to con•ert this "other capital" into stated capital of the 
Applicant. Additionally, he testified that the application 
further seeks approval of a share for share exchange of 
Applicant's co■■on stock for shares of General Telephone 
Co■pany of Alaba ■a, to imple■ent plans making the _latter a 
wholly-own subsidiary of the Applicant. !Ir. Rahdert further 
testified that the equity ratio of the Applicant's total 
capital would change under the application herein fro■ 52.81 
to 58.81 and stated that he regarded the 58.81' eguity as 
being a high equity ratio, but that such ratio would make it 
possible to sell additional debt issues ■ore readily. He 
stated that the equity ratio resulting fro■ this application 
would decline about November 1971 to 551' and at the end of 
1971, as a result of additional borrowing, he expected the 
equity ratio to be 53.431. With regard to the Applicant's 
financing in 1972, !Ir. Rahdert stated that by the end of 
June 1972, the Applicant expected its equity ratio to be 481' 
and by December 1972, to be 461'. He also stated that 461' 
would be in line with the Applicant's testimony on several 
occasions before this coaaission that it considers it 
desirable to maintain an equity ratio of 451 for the purpose 
of being able to market the Applicant's debt. 

Based upon the entire record of the proceeding, the 
co■aission aakes the following 

FIHDIMGS OF PACT 

1. The Applicant is a Virginia corporation doing 
business in the State of Virginia and duly qualified to 
transact business as a foreign corporation in the States of 
Georgia, North Carolina, South Carolina, Tennessee and west 
Virginia an1 it owns and operates telephone properties in 
each of the states mentioned in this paragraph. 

2. General Telephone co■pany of Georgia, General 
Telephone company of Horth Carolina, l!utoal Telephone 
Company, Inc., and Pee Dee Telephone Company, Inc., were 
■erged into Applicant on Dece■ber 31, 1970. Prior to the 
■erger, the Applicant had beco■e the owner of all of the 
co■■on stock of each of the ■erged companies as a result of 
a capital contribution of such stock to it fro■ General 
Telephone & Electronics corporation, said capi tal 
contribution being recorded on the Applicant's b:>oks as 
other capital. 

3. Applicant proposes to convert its other capital by 
the issuance of 1,507,220 shares of its S25 par value co■■on 
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stock as a stock dividend payable to its only shareholder,. 
General Telephone 6 Electronics Corporation. 

4. Applicant also proposes to issue 1 ,.478, 780 shares of 
its common stock to General Telephone & Electronics 
corporation in exchange for a like number of shares of 
common stock in General Telephone Company of Alabama. The 
shares to be exchanged constitute all of the outstanding 
common stock of General Telephone company of Alabama and 
vill make that company a vhollv owned subsiaiary of General 
Telephone company of the Southeast. 

CONCLUSIONS 

From a review and study of the application, its supporting 
data and other information on file with this commission, the 
Commission is of the opinion and so concludes that the 
transactions herein proposed are: 

(a) Por a lawful object within the corporate purposes of 
the Petitioner; 

(b) Compatible vith the public interest; 

(c} Necessary and appropriate for and consistent vith the 
proper performance by Petitioner of its service to 
the public and vill not impair its ability to perform 
that service; and 

(d) Reasonably necessary and appropriate for such 
purposes. 

IT IS, THEREFORE, ORDERE~, That General Telephone Company 
of the Southeast be and it is hereby authorized, empowered 
and permitted under the terms and conditions set forth in 
the application: 

1. To issue 1,507,220 shares of its common capital stock 
of the par value of $25 per share to General Telephone & 
Electronics corporation by the transfer of $37,680,500 from 
other capital to stat.ed capital; 

2. To issue 1,478,780 shares of its common capital stock 
to General Telephone & Electronics corporation in exchange 
for 1,478,7f30 shares of common capital stock of General 
Telephone company of Alabama; and 

3. To file vith this Commission, 
Yer ified report of actions taken 

in duplicate, a 

consummated pursuant to the authority 
thirty (30) days following the 
transactions authorized herein. 

ISSUED BT OFDER OF THE COftftISSION. 

and transactions 
herein granted within 
completion of the 
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This the 4th day of August, 1911. 

NORTH CAROLINA UTILITIES C088ISSION 
Katherine ·ft. Peele, chief Clerk 

(SEU) 

DOCKET NO. P-29, StJB 80 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the !fatter of 
Joint Application of Lee Telephone Company,) ORDER 
Nev Lee, Inc., Central Telephone & Utili- ) APPROVING 
ties Corporation, centra1. Telephone company ) SA.LE OF 
and Nev centell, Tnc. for approval of the ) ASSETS AND 
sale of all of the assets, subject to ) ASSO!!PTION 
assumption of all of the liabilities, of ) OF OBLIGATIONS 
Lee Telephone Company to Nev Lee, Inc., and ) A ND GBft.NTING 
for authorizations in connection therewith, l RELATED 
including authorizations for assumption of I AUTHORIZATIONS 
obligations, transfer of ownership and } 
control of the franchise and certificate of l 
pUblic •Convenience and necessity of Lee ) 
Telephone Company and certain transactions ) 
vith affiliates ) 

This cause comes before the commission upon the 
Application of tee Telephone company ("Lee"), Nev Lee, Inc. 
("Nev Lee"), Central Telephone & Utilities Corporation 
("CT0 11), central Telephone Company (11 Centel"), and Nev 
Centel, Inc. ("Nev Centel"), filed under date of June 17, 
1971, through its Counsel., Ross, Hardies, O'Keefe, Babcock & 
Parsons, Chicago, Illinois, and Richard G. Long, Roxboro, 
North Carolina, wherein approval is sought as follows: 

For the sale of all tbe assets, subject to assumption of 
all the liabilities, of Lee to Nev Lee and for 
authorizations in connection therewith, including 
authorizations for assumption of obligations, transfer of 
ownership and control of the franchise and certificate of 
convenience and necessity of tee and certain transactions 
with affiliates .. 

On the basis of the 
heretofore filed with the 
the foiloving findings of 

application and the information 
commission, the commission makes 
fact .. 

FINDINGS OF FACT 

1. tee is a Virginia corporation dul.y qualified to 
transact business as a foreign corporation in the State of 
North •·Carolina. Lee is a public utilit.y as defined in 
paragraph (231 (a) (6) of section 62-3 of the Pnblic Utilities 
Act of North carolina an a. is subject ·to the jurisdiction of 
t:he North Carolina Utilities Commission.. At l'larch 31, 1971, 
Lee bad outstanding 421,129 shares of common stock. 
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2. Nev tee is a Virginia corporation incorporated on 
June 2, 1971. Nev tee was formed solely for the purpose of 
effecting the proposed reorganization of Le~. Prior to 
consummation of suc.h reorganization, Nev Lee will be duly 
qualified to transact business as a foreign corporation in 
the state of North Carolina. Nev tee has outstanding 10 
shares of common stock. 

3. CTU is a Kansas corporation which, at ffarch 31, 1971, 
ovned 420,409 shares or approximately 99.81 of the co ■mon 
stock of Lee. CTO ovns all of the common stock of Nev Lee. 
CTU is affiliated vith Lee and Rev tee within the meaning of 
paragraph (23) (c) of section 62-3 ·of the Public Utilities 
Act of North Carolina. 

u. cent.el and Rev 
are affiliated vith Lee 
paragraph (23) (c) of 

centel are Delavare cot'porations and 
and Nev tee within the meaning of 
section 62-3 of the Public Utilities 

Act of North Carolina. 
Sub 307, this Com11ission, 
into Nev centel. 

By order in Docket Bo. P-10, 
authorized the merger of Centel 

5. LeP. proposes to sell and Nev tee proposes to acquire 
all of the assets of tee in consideration of (i) the receipt 
by Lee of 1,440 shares of common stock of CTU (CTU has 
agreed to furnish to Rev Lee the shares necessary for the 
purpose1, (ii) the surrencler by CTO of the shares of common 
stock of Lee then held by CTU and (iii) the assumption by 
Nev· Lee of: all of the liabilities of Lee. 

tlpon such sale of assets, tee would ovn 1,440 shares of 
CTU common stock and would have no liabilities. rt is 
proposed that tee then be liquidated. Upon such 
liquidation, each of the minority stockholders of Lee, vhO 
hold a total of 720 shares of tee, vould be entitled to 
receive two shares of CTU common stock for each share of Lee 
common stock then held by such minoti ty stockholders. 

6. At the present time, Nev Lee ovns no utility 
properties an~ conducts no business. Effective upon the 
propOsed sale of assets and assumption of liabilities, the 
name of New tee will become Lee Telephone company~ Nev Lee 
will own all of the utilitv properties now owned by Lee, and 
no at.hers; N~v tee vill conduct the telephone utility 
business now being conducted by Lee, and no other; a·nd Nev 
1.ee will Qe a public utility as definecl in paragraph 
(23) (a) (fi) of Section 62-3 of the Public Utilities Act and 
will be subject to the jurisdiction of this commission. 

7. '1'.'h?. oropOsals necessary to accomplish the above 
described reorqanization of Lee have been approved by the 
Boards of Directors of Lee and Nev Lee. They must also be 
approved by the stockholders. CTO, as sole stockholder of 
Nev Lee, already has qiven its approval. The approval of 
Lee's stockholders will be sought at a special meeting of 
stcckholders which has been called for the purpose. A copy 
of the notice of such special meeting vas submitted as 
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Exhibit A to the application herein. The affirmative vote 
of more than two-thirds of the outstanding stock of Lee, 
which is assured, since CTU intends to vote the Lee shares 
owned hy it. in favor of the proposals, is required. 
Dissenting ~tockholders vill be entitled, upon compliance 
with the procedures prescribed by the lav of Virginia, to 
receive cash equal to the value of their shares as agreen 
upon or as may be determined under the lav. 

In addition to stockholder approval and the authorization 
of this Commis·sion, the approvals of the Virginia State 
Corporat.ion Commission and- the Federal communications 
Commission must be obtained, and consents to the transfer of 
certain of Lee's franchises must be obtained. CT~ has 
retained the option to abandon the reorganization if any 
requisite c'lnsent or authorization cannot be secured or is 
granted unon conditions which CTU deems unacceptable. 

8. With regard to New Lee's accounting, there will be no 
change in the property accounts and depreciation reserve of 
Lee in the recording of the transfer of Lee's properties to 
New Lee on the books of New Lee: these vill be carried over 
in the same amounts to the booJcs of Nev Lee. 

The obligations of Lee to be assumed by New Lee include 

(a) not in excess of the follovinq principal amounts of 
First Mortgage Bonds outstanding under an Indenture from 
Lee to The First National Bank of ~artinsville and Henry 
county, as Trustee., dated December 1, 19116, as amended 
(vhich Indenture, as amended, Nev Lee vill assume by a 
supplemental indenture): 

! 684,000, Series A, 31', due December 31, 1971 ;. 
$ 300,000, Series B, 3-1/8~, due December 3 1, 1971; 
$ soo,ooo, series c, 3-5/8~, due December 31, 1 q71; 
$ 504,000, Series D, 3-112~. due July 31, 1979; 
$ 880,000, Series E, 4-5/8~. due ~ay 3 1, 1983: 
$1,250,000, Series F, 5,t, due ~ay 31, 1986; 
$3,395,000, Series G, 6-3/81, due November 1 • 1971; 

(b) not in excess of !270, 000 principal amount of 5,C 
Sinking Fund. Debentures due June 1, 19?8, outstanding 
under an Indenture from Lee to The First National Bank of 
~artinsville and Henry County, as Trustee, dated as of 
.June 1, 1958, as amended (which Indentnre, as a11.ended, Nev 
Lee vi 11 assume by a supplemental indenture) ; 

(c) not in excess of $10,000,000 of construction advances 
from C'l'U to Lee, bearing interest at the prime rate for 
short-term bank loans ($6,250,000 at Jone 22, 1971J. 

9. The expenses to be incurred in connection with the 
reorganization of Lee, including the assumption of such 
obligations, are estimated to be $25,000 and include 
attorneys' and accountants• fees, printing costs, 
organization expenses, recording charges, regulatory agency 
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fees, travel ei:penses, telephone and postage 
miscellaneous expenses. Rev tee vill pay all 
of effecting the reorganization. 

charges and 
the ez:penses 

10. The elimination of the minority interests in tee vill 
have several advantages: 

( i) 

(ii) 

(iii) 

It will simplify the conduct of the corporate 
affairs of Leei 

It vill facilitate the financing of tee and its 
further expansioni and 

It will permit the minority common stockholders 
in tee to get out of a situation where they are 
locked in with no adequate market for their 
holdings. 

11. The transfer of the assets of Lee to Nev tee, 
including the utility franchise and the certificate of 
public convenience and necessity to provide telephone 
service in the area vhicb tee has heretofore been authorized 
to serve will not impair service to the public; Nev Lee will 
continue to provide a continuity of at least equivalent 
service to the public now served by tee; and such transfer 
is justified by the public convenience and necessity. 

CONCLUSIONS 

From a review and study of the Application, its supporting 
data and other information in the commission's files, the 
Commission is of the opinion and so concludes that: 

(a) The sale of tee•s assets, subject to liabilities to 
Nev Lee, including the transfer to Nev Lee of Lee's 
franchise and certificate of public convenience and 
necessity, is justified by the public convenience and 
necessity; and 

(b} The assumption of tee•s obligations by Rev Lee, as 
described above, are: 

(i) For a lawful object within the corporate 
purposes of Nev Lee; 

(ii} Compatible vith public interest; 

(iii) Necessary, appropriate for and consistent with 
the proper performance by Nev Lee of its 
service to the public as a utility and will not 
impair its ability to perform such service; and 

(iv) Reasonably necessary and appropriate for the 
purposes se~ forth herein. 
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I~ IS, THEREFORE, ORDERED AS FOLLOWS: 

1. Lee and Mev Lee are authorized to consummate the 
reorganization outlined above; 

2.. tee is authorized to transfer all of its public 
utility assets and franchises to Nev Lee and Nev Lee is 
authorized to acquire the same; 

3. Nev Lee is issued a franchise and certificate of 
public convenience and necessity to operate the telephone 
facilities nov operated by tee in North Carolina effective 
as of the effectiTe date of said reorganization; 

q,. The franchise and certificate of public convenience 
and necessity now held by tee are cancelled and declared 
null and void effective as of the legal date of said 
r.eorgani za tion; · 

5. In conjunction with said reorganization, Nev tee is 
authorized to assume and for all purposes to be treated as 
the issuer of not to exceed the following princlpal amounts 
of ol:ligations of Lee for the purposes set forth herein: 

The following outstanding FirSt. ffortgage Bonds of Lee to 
be assumed by Nev Lee by a Supplement. to the Indenture 
from Lee to The 'First .Rational Bank of ttartinsville and 
Henry County, as Trustee. dated December 1, 1946, as 
a mended: 

$ 68tl,OOO, Seties A, 3,:, due December 31, 1971; 
$ 300,000, Series B, 3-1/8,:, due December 31, 1_971; 
$ 500,000, Series c, 3-5/8,:, due December 31 , 1971: 
$ SOtl,000, series D, 3-1/2,:, due July 31, 1979; 
$ 880,000, Series E, 4-5/81', due !ay 31, 1983; 
!1;250.000, series F, 5,:. due flay 31', 1986: 
$3,395,000, Series G, 6-3/81', due November 1 • 1971; 

$210,000 of outstanding s, Sinking Fund Debentures due 
June 1, 1978, of Lee to be assumed by: Nev Lee by a 
supplement to the Indenture from Lee to The First National 
Bank of ftartinsville and Henry county, as Trustee, dated 
as of June 1, 1958, as amended. 

$10,000,000 oE construction advances from CTU or Cent.el or 
Rev centel to Lee bearing interest at the prime rate for 
short-term bank loans ($6,250,000 at June 22, 1971). 

6. There vere submitted balance sheets and an income 
statement as of and for the 12 months ended !'larch 31,. 1971, 
and shoving the adjustments to reflect the proposed 
reorganization of Lee. The· accounting trea·t.ment. of the 
proposed, transaction as reflected in such e1:hibits_ appears 
to be appropriate and in accordance vit.h sound practice and, 
accordingly, Nev Lee is directed to account for the proposed 
transaction as contemplated by such exhibits; 
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7,. Nev 
supplemental 
necessary t.o 

Lee is authorized to execute all such 
indentures and other documents as may be 

enable it to assume such obligations; 

a.. The tariffs, local exchange rates and charges vhich 
are now in force and effect and which have heretofore been 
approved for Lee shall continue in force and effect as the 
authorized tariffs, rates and charqes of Nev Lee until 
changed as provided by law; 

9. CTU is authorized to acquire the ownership of all of 
the common stock of Nev Lee and control of the public 
utility assets and franchises of Nev Lee through the 
reorganization, and CTU is the parent corporation of Nev Lee 
within the meaning of and for the purposes set forth in G.S. 
62-3 (23) c; 

10. CTU, Centel and Nev Centel are authorized to advance 
to Nev Lee and Nev tee is authorized to borrow from such 
companies to the same extent as this commission has 
previously authorized with respect to Lee and CTU and centel 
in Docket No. P-29, Sub 42, as amended; 

11. All authorizations and consents heretofore granted or 
given to tee by the Commission and then in effect shall 
become authorizations to Nev Lee as of the 'effective date of 
the reorganization and all duties and responsibilities 
heretofore prescribed by the Commission and then extant 
shall become the duties and responsibilities of Nev Lee as 
of the effective date of the reorganization~ and as of the 
effective date of the reorganization Nev Lee shall be 
substituted for tee in all proceedings before the Commission 
to which Lee is a party; 

12. Exercise of the aforementioned authOrizations is 
contingent upon the taking of all appropriate corporate 
actions and the securing of all authorizations, approvals or 
consents from all governmental authorities having 
jurisdiction in the matter vhich are or may be necessary to 
permit consummation of the reorgani Z:l tion: 

13. The aforementioned 
the understanding that upon 
change its name to and 
Telephone Company; and 

authorizations are granted 
the reorganiza ti"on Nev Lee 
continue in existence as 

upon 
will 
Lee 

1.11. New Lee shall file in duplicate with this Commission, 
within a period of thirty (30) days following transfer of 
Lee's assets to Nev Lee, a verified report of actions taken 
and transactions consummated with regard to that transfer. 

ISSUED BY ORDER OP THE co""ISSION. 

This the 23rd day of July, 1971. 

(SEAL) 
NORTH CAROLINA UTILITIES COSSISSION 
Katherine M. Peele, chief Clerk 
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DOCKET NO. P-31• SOB 87 

BEFORE TRE NORTH CAROLINA UTILITIES co••ISSION 

In the natter of 
texington Telephone company -- Application 
for Authority to Issue and Sell Preferred 
stocJc and Sinking Fund Note (s) 

l ORDER GRANTING 
) AUTRORITT TO 
) NEGOTIATE SALE 
) OF SECURITIES 

This cause comes before the commission upon an application 
of Lexington Telephone company (Company), filed under date 
of November 23, 1971, through its Counsel, Stoner, Stoner 
and Eowers, Lexington, North Carolina, vherein approval of 
the Commission is sought as follows: 

1. To negotiate the sale by private placement Q,000 
shares of cu~ulative preferred stock of the par value 
of $100 per share to produce $400,000 and paying a 
fixed annual dividend of$ ___ per share; 

2. To negotiate the sale by private placement a long­
term sinking fund note or notes in the aggregate 
amount of SS00,000 at an annual interest rate of 
____ r,. 

PINOIRGS OF FACT 

1. The Company is a public utility as defined in 
paragraph {23} (al (6) of section 62-3 of the Public Utilities 
Act of North c~rolina and is subject to the jurisdiction of 
the North Carolina utilities Commission. 

2. At October 31, 1971, the Co11p1.ny had short-term loans 
outstanding in the amount of $1,461,000 and that the note 
holder desires that a substantial portion of this amount be 
retired. 

3. To provide the necessary funds to repay $900,000 of 
short-term borrowings the company proposes to issue and sell 
ii,ooo additional shares of cumulative preferred stock to 
produce Sqoo,ooo and $500,000 in long-term sinking fund 
notes through private placement vith the dividend rate for 
the cumulative preferred stock and the interest rate on the 
sinlcing fond notes to be determined as a result of 
negotiations. 

4. The increased equity resulting from the authority 
herein sought will enable the company to borrow up to an 
additional amount of !1,300,000 from banks'-as needed for the 
completion of projects under construction. 

5. Under long-term note agreements nov existing -- all 
of which have been approved by the Com11ission -- t.be total 
capitalization is limit.ed to a ma.xiaum of 60~ debt including 
bank borrowing if the notes are for, or can be renewed for, 
a period extending beyond one year from the date of 



TELEPHONE 

borrowing. The capitalization at 10-31-71 consisted of 
common and preferred stock in the a mount of $2,379,800; 
long-term notes in the amount of $2,679,000; bank borrowing 
in the amount of $1,461,000; and surplus in the amount of 
$580,385, making a total of $7,100,185 resulting in a debt 
ratio of 58.31%. After sale of the $qOo,ooo in preferred 
stock, $500,000 in long-ter11 debt and reducing the bank 
borrowing by $900,000 the total capitalization vill remain 
$7,100,185. The debt ratio vould then be 52.67% .. 
Approximately $1,300,000 can then be borrowed from banks on 
short-term notes to· pay Automatic Electric company the 
!170,000 oved them and to complete the improvement and 
expansion projects through 1972, before reaching a debt 
ratio of the 601 maximum allowed under our note agreements. 

CONCLUSIONS 

From a review and study of the application, its supporting 
data and other information in the Co1111.ission• s files, the 
Commission is of the opinion and so concludes, that the 
transactions herein proposed ares 

(a) For a lavful object vithin the corporate purposes of 
the Petitioner; 

(b) Compatible vith the public interest; 

(c) Necessary and appropriate for and consistent vith the 
proper performance by Petitioner of its service to 
the public and vill not impair its ability to perform 
that service: and 

(d) Reasonably necessary and appropriate for such 
purposes. 

IT IS, ~HEREFORE, ORDERED• That Lexington Telephone 
Company be, and it is hereby authorized, empowered and 
permitted, subject to the limitations contained in paragraph 
3 following: 

1. To enter into negotiations for the private placement 
for the sale of 4,000 shares of cumulative preferred stock 
vith a dividend rate of s ___ per share; 

2. To enter into negotiations for the private placement 
for the sale of $5 oo. 000 sinking fund notes to bear an 
ann11al interest rate of __ ,:; 

3. The sale of the cumulative preferred stock and 
sinking fund notes shall not be consu1111a ted until the 
resu1ts of negotiations have been made a matter of record in 
this proceeding and a supplemental order entered by this 
commission approving the dividend rate for the cumulative 
preferred stock and the interest rate to be borne by the 
sinking fund n,;,tes: and 
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Q. That this proceeding be, and the same.is, continued 
on the Docket of the Commission, vithout day, for the 
purpose of the Commission taking such further action as it 
may deem appropriate vhen the Company shall have made a 
matter of record in this proceeding the results of 
negotiations arid nothing in this order shall be constraed to 
deprive this Coa11ission of its regulatory authority under 
the lav. 

ISSUED BY ORDER OP THE CO"~ISSIOS. 

This the 1~th day of December, 1971. 

NORTH CA ROLIN A UTILITIES CO"HSSION 
Katherine K. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. P-~4, SOB 59 

BEFORE THE NORTH CAROLINA UTILITIES co""ISSION 

In the natter of 
The Oldtown Telephone System, Incorporated 
- Application for Authority to Borrow from 
the United states of America an Additional 
Amount of $939,000 

) ORDER GU NTIN G 
) AUTHORITY TO 
) BORROW FUNDS 

l 

This cause comes before the commission npon an application 
of The Oldtovn Telephone System, Incorporated (Companyl, 
filed under date of January 15, 1971, through its Counsel, 
R. Kason Keiger, Winston-Salem, North Carolina, ·wherein 
authority of the commission is sought as follows: 

1. To borrow from the United 
additional amount of $939,000 and to 
Note or· Notes therefori and 

States of America the 
execute its ftortgage 

2. To execute, record and file a Deed of Trust to secure 
payment of said Note(s). 

FINDINGS OF FACT 

1. The Company is a North Carolina Corporation duty 
organized and existing under and by virtue of the la.vs of 
the State of North Carolina; is a telephone company engaged 
in the business of operating a telephone communications 
system in its franchised areai is a public utility as 
defiiaed in pa:ragrapb (231 (al (61 of Section 62-3 of the 
Public Utilities A.ct of North Carolina; and in its operation 
is subject to the jurisdiction of the North Carolina 
Utilities Commission. 

2. The Company proposes, subject to the approval of this 
Commission, to borrow from the Onited States of A.m.erica 
additional funds in the amount of $939,000. The funds vill 
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be borrowed under the terms of a Telephone Loan Contract 
dated !larch 14, 1956, as amended. 

3. The amount ,and porpose of said loan is to complete 
the elimination of 2 and 4 party service in the King and 
Lewisville exchange areas and to provide direct extended 
area service trunking from the Oldtown Exchanges to Southern 
Bell Exchanges 1n Winston-Salem. 

4. The !'lortgage Hote(s) will bear int:erest at the rate 
of tvo per cent per anntim on the unpaid principal balance 
and thirty-five years from the date of each said Note or 
Notes, the principal remaining unpaid, if any, and the 
interest thereon, shall become due and payable. 

s. The costs and expenses in connection vith the filing 
of this application, the pledging of assets and the issuance 
of said Note(s) vill be $1,733. 

CONCLDSIONS 

From. a review and study of the application, its supporting 
data and other information in the Commission• s files, the 
commission is of the op1.n1on and so concludes, that the 
transactions herein proposed are: 

(a) For a lavful object vithin the corporate purposes of 
the Petitioner: 

(b) compatible with the public interest; 

(c) Necessary and appropriate for and consistent with the 
proper performance by Petitioner of its service to 
the public and vill not impair its ability to perform 
that service; 

(d) Reasonably 
purposes; 

necessary 

IT IS, THEREFORE, ORDERED, 
system, Incorporated, be, and 
empowered and permitted, under 
£orth in the application: 

and appropriate for such 

That The Oldtown Telephone 
it is hereby authorized, 

the terms and conditions set 

1. To borrow from the United 
additional a~ount of $939,000 and to 
Rote or Notes therefor; 

Stat.es of America the 
execute its Mortgage 

2. To execute, record and file a Deed of Trust to secure 
payment of said Note (s) : 

3. To devote the proceeds to he derived from the 
borrowing authorized herein to the purposes set forth in the 
application; and 

4. To file vith this 
thirty fJO) days following 

commission, in duplicate within 
the issuance of its ftortgage 
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Mote(~ a r~port setting forth the date of issuance and the 
a■oant borroved. 

ISSUED BT ORDER 01' THE COftftISSION. 

This the 20th day of January, 1971. 

KORTH CAROLINA OTILITIES COftftISSIOM 
nary Laurens Richardson, Chief Clerk 

(SUL} 

DOCl'tET NO. P-9, SOB 111l 

BEFORE THE NORTH CAROLINA OTILITIES COftftISSIOM 

In the ftat ter of 
Application of the United Telephone co■ pany of ) 
the Carolinas, Inc. for consent of the fterger of} 
Greenwood-United Telephone co■ oany, Inc. into } 
it, United Telephone co■ pany of the Carolinas, ) 
Inc., and for Authority to Issue and Exchange ) ORDER 
S16,]69,500 of First ftortqage Bonds of United ) APPROYIKG 
Telephone Coapany of the Carolinas, Inc. for its) ftERGER 
Outstanding securities and the outstanding } AND 
Securities of Greenwood-United Telephone Co■pany I l'IKAICIMG 
Inc. Pursuant to Said fterger, and for Authority ) 
to United Telephone co■ pany of the Carolinas, ) 
Inc. to Increase the A ■ount of its Outstanding } 
Capital Stock by the Su ■ of S],500,000 } 

DATE: 

BEFORE: 

The co■aission Rearing Roo■, Ruffin Building, 
Raleigh, Korth Carolina 

April 6, 1971 

Chairaan Harry T. 
Co■■issioners ftarvin R. 
Rhyne 

Westcott (Presiding}, 
Wooten and !tiles e. 

APPEAI!l'NCES: 

!'or the Applicant: 

Wade Barber 
E. s. Bol■ es 
Barber, Rol■es & covington 
Pittsboro, Korth Carolina 

Por the Co■■ission•s Staff: 

Willia■ E. Anderson 
Assistant co■■ission Attorney 
Korth Carolina Otilities co■■ ission 
P. o. Box 99 1, Raleigh, Korth Carolina 

!lo Protestants 
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BY THE COMftISSIOR: On 23 ftarch 1971, United Telephone 
Co11pany of the Carolinas, Inc. (hereinafter also styled 
"CAROLINAS"), filed vith this Commission a Petition for 
approval of the proposed merger of CAROLINAS with Greenwood­
United Telephone Company, Inc., of Greenwood, South Carolina 
(hereinafter also styled "GREENWOOD"). The matter came on 
for bearing at the time and place set by the order issued on 
1 April 1971. The Petitioner was represented by Vade 
Barber, Esq. and E.S. Holmes, Esq., of Pittsboro, North 
Carolina, and offered as witnesses ftr. Carson R. Fnrrov, 
1004 Carolina Avenue, Bristol, Tennessee, vho is Vice 
President, secretary and Treasurer of United System 
southeast Group companies, ~ncluding CAROLINAS and 
GREENWOOD, and Mr. John J. Jaguette, 2330 Johnson Drive, 
VeStvood, ~ansas, who is Senior Vice President - Finance of 
united Utilities, Incorporated, the parent company. 

ftr. Fnrrov described the proposed merger as outlined in 
the Petition, explaining the necessity for the issuance of 
new CAROLINAS bonds pursuant to the proposed new Indenture 
to existing holders of First Mortgage Bonds of CAROLINAS and 
GREENWOOD in exchange for outstanding bonds of both 
companies. He explained that the present Indenture's after­
acquired property clause provides that if a supplemental 
indenture had been proposed in the proposed merger, the 
total investment in GREENWOOD propecties at the date of the 
exchange and all suhseguent construction would have been 
frozen as protection to its outstanding bonds such that this 
prop.erty could not be used by the proposed surviving company 
for future issues of bonds. 

The bondholders of CAROLINAS have agreed to approve the 
nev Indenture provided the nev bonds carry an interest rate 
25 basis points greater than the e1:isting rate on each 
series of bonds of that company outstanding and to be 
exchanged. This will create an adaition:1.l fixed cost of 
approximately $33,SUA.OO. The bonds of GBEENWOOD vill be 
exchanged at the existing rate of interest. The 
negotiations were handled through !tidder, Peabody & co., 
Incorporated, and Counsel for the company. United Telephone 
Cot11pany of the Carolinas, Inc., is the financially stronger 
of the two merging companies. rhe existing Indenture 
regoired approval of all bondholders. 

Jllr. Purrov has projected certain increased efficiencies in 
aanagement, administration and operations which should 
result from the merger by vay of eliminating several types 
of separate activities carried on by CAROLINAS and GREEKWOOD 
separately at the present time. The operational 
efficiencies are anticipated to result in a savings of 
approximately $70,000 to S80,000, before allowing for the 
increased interest cost attributable to the 25 basis points. 

llr. Jaquette as Chief 
company explained that the 
larger company, able to 
future by public offerings 

Financial Officer for the parent 
propose.a merger would result in a 

market larger bond issues in the 
rather than by pri•ate placel!lents 
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sooner than CAROLINAS or G~EENVOOD alone voula be able to do 
so. ftr. Jaquette also testified that the bonds of the 
co■ bined company vould be more likely to obtain an "A" 
rating, allowing a reduction in future interest rates. Be 
testified that there have been no applications for bond 
ratings previously because of the small size of the two 
companies; he is of the opinion that the size of the tvo 
coapanies vould preclude obtaining an "A• rating 
indiTidually at the present tiae. or individually in the 
future. He testified that although the earnings coTerage 
vould not allov an "A" rating immediately, the anticipated 
earnings of the combined company and the savings from the 
operational efficiencies are anticipated to result in a 
status vhich could obtain an "A" rating within approEimately 
tvo years. 

Based upon Petition and the eYidence adduced at public 
hearing, the co■ ttj.ssion makes the following 

FINDINGS OF PACT 

1. United Telephone company of the Carolinas, Inc., is a 
Korth Carolina corporation which owns and operates telephone 
Properties in North Carolina exchanges located in l!oore, 
Randolph, Chatham, Harnett, Wake, Alamance, Guilford and 
Forsyth Counties, -and owns and operates telephone properties 
in the state of south Carolina as a foreign corporation in 
exchanges in A.llendale, Beaufort, Dorchester, Hampton, 
Jasper and Orangeburg counties. CABOLIBA.S has a diYisional 
general office and place of business in Southern Pines, 
Horth Carolina. 

2. Greenwood-United Telephone Company, Inc., is a Sooth 
Carolina corporation vhich ovns and operates telephone 
properties located in Greenwood, Saluda, r!cCor11ick, 
Abbeville, Nevberry and Laurens counties, south Carolina. 

3. Greenwood-United Telephone Co■ pany, Inc., proposes to 
■erge into United Telephone company of the Carolinas, Inc. 
GREENWOOD vill cease to be a corporation and CAROLINAS vill 
assuee all of the assets, liabilities and business of 
GREENWOOD and vill continue to carry on business as United 
Telephone Company of the Carolinas, Inc. All outstanding 
capital stock of GREENWOOD vill be cancelled and the capital 
surplus of CAROLINAS will be increased by the amount of the 
capital account nov on the books of GREENWOOD. 

q_ The surviving corporation vill be approximately 501 
larger than CAROLINAS is presently. The increase in size of 
CAROLINAS is one of seYeral factors vhich are anticipated 
ultimately to place C!ROLINA.S in such a position that it may 
obtain "A" ratings for its bonds and subsequently obtain 
less expensive financing. 

S. Bondholders of CABOLDIAS have exercised their 
prerogatiYe under the current Indenture to acquire an 
increase in interest in the a ■onnt of 25 basis points as a 



646 TELBPBOU 

condition for the exchange, as CABOLUU.S is the stronger of 
the tvo companies. A new Indenture will be issued 
eliminating the existing Indentures of the tvo co■panies. 
As of July 1, 1971, ClROLI:tlAS proposes to create a nev 
series of First ft:ortg~ge Bonds in the aggregate a■ount of 
S16,369,500, vhich is the saae amount of bonds then to be 
outstanding by the tvo companies, and to haTe the identical 
~aturity dates as the present bonds nov outstanding. An 
exchange offer has been made and informal acceptance of such 
offer has been received fro■ all bondholders. 

6. All the outstanding capital stock of the t.vo 
companie·s is ovned by United Utilities, Incorporated, a 
~ansas corporation. United Utilities, Incorporated, and 
CABOI.IBAS have agreed that CAROIINAS will issue to United 
utilities, Incorporated, co■■on capital stock, book value 
S48.OO per share, as payment on outstanding advances owing 
to United Utilities, Incorporated, common capital stock in 
the amount of $3,500,000. 

7. Among the assets of GREENWOOD are radio licenses on 
file with the Federal Communications commission. These 
licenses are "other than broadcast" and are to be acguired 
bj CAROLINAS and operated in providing telephone service. 

Based upot1 the Petition and Erhibits and evidence adduced 
at the public hearing, the commission reaches the following 

CONCLUSIONS 

The proposed merger of Greenwood-United Telephone Company, 
Inc., into United Telephone company of the caro~inas. Inc., 
and the security issues and exchanges incident to said 
merger under the terms and conditions s8t forth in the 
Petition and the exhibits attached thereto appear to be for 
a lawful object vithin the corporate purposes of the 
Petitioners, compatible with the public interest., necessary 
and appropriate for and consistent vith the proper 
performances by Petitioner of its service to the public, 
such that they will not impair its ability to perform that 
service, and reasonably necessary and appropriate for such 
purposes. Accordingly, the proposed merger and the 
financing in~ident thereto should be approved. 

IT IS THEREFORE ORDERED: 

1. That United Telephone Company of the Carolinas, Inc., 
is hereby authorized to acquire all of the assets, 
liabilities and business of Greenwood-United Telephone 
company, Inc., and to increase the a11ount of paid-in capital 
of CAROLINAS by the amount of the capital account nov on the 
bocks of GREENWOOD. 

2. That United Telephone company of the Carolinas, Inc., 
is hereby authorized to create a nev series of First 
ftortgage Bonds as of July 1, 1971, in accordance with the 
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Petition and to issue such Bonds pursuant to the proposed 
C&ROLINAS' Inden tore. 

3. That United Telephone Company of the Carolinas. Inc., 
is hereby authorized to issue to United Utilities, 
Incorporated, common capital stock, book value $48.00 per 
share, in payment of outstanding advances in the amount of 
$3,500,000 by United Utilities, Incorporated. 

4. That united Telephone Company of the Carolinas, Inc., 
is her~by authorized to acquire, along vith all other 
assets, the radio licenses of Greenwood-United Telephone 
Company, Inc., nov on file with the Federal Communications 
commission. The effective date of the transfer of those 
certificates is suspended until a date fiTe days subsequent 
to certification by CAROLINAS to this Commission that the 
necessary authorizations from the Federal communications 
commission have been issued, and that all steps necessary to 
consummate the merger have been accomplished. 

5. That United Telephone Company of the Carolinas. Inc., 
is hereby required to file with this commission copies of 
al.1 book entries relative to the effectuation of this merger 
and the financing incident thereto. 

6. That United Telephone company of the Carolinas, Inc., 
is hereby required to maintain such separate accounts for 
North Carolina operations as may be required by the 
com ■ ission 1 s Rules and Regulations. 

ISSUED BY ORDER OF TRE CORRISSION. 

This the 21st day of April, 1()71. 

NORTH CAROLINA UTILITIES COft~ISSION 
~atherine ft. Peele, Chief Clerk 

(SEAL) 

DOCKET NO. P-7, SUB 517 

BEFORE TRE NORTH CAROLINA UTILITIES C08RISSION 

In the ftatter of 
Petition of ftr. Raymond Edvards, et al., 
Route 1, Box 4-A. Wade. North Carolina, 
Requesting Telephone service Through the 
PayetteTille Exchange rnstead of the Dnnn 
Eichange from Carolina Telephone and 
Tel.egrapb company 

, 
) ORDER DENTING 
J PETITIONS AND 
) DI SRISSIKG 
) THE SAU , 

HEARD IN: The Hearing Boom 
Horth Carolina, on 
A.R. 

of the commission, Raleigh, 
January 12, 1971, at 10:00 
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BEPORE: 

TELEPHOHE 

Chairman Harry T. 
Commissioners John 
Wooten and Miles H. 

Westcott, Presiding, 
w. l!cDevitt, ~arvin 

Rhyne 

ana 
R. 

APPEARANCES: 

For the Respondent: 

Herbert R. Taylor, Jr. 
Taylor, Brinson & Aycock 
Attorneys at Lav 
P. o. BOY 308, Tarboro, North Carolina 
For: Carolina Telephone and Telegraph Company 

For the Intervenors: 

R. Allen Lytch 
Wilson, Brewer & Lytch 
Attorneys at Lav 
P. a. Box 305, Dunn, North Carolina 2833Q 
For: Tart & Tart, Inc., Rade, Horth Carolina, 

together vith parties desiring service 
to remain as is. 

For the Commission's Staff: 

Maurice w. fforne 
Assistant Commission Attorney 
217 Ruffin Bailding 
Raleigh, North Carolina 

WOOTEN, COftftISSIONER: On September 10,, 1970, tvo 
petitions vere filed vith the North Carolina Utilities 
commission by ftr. Raymond Edwards, et al •• Route 1. Box 4-A. 
Vade. North Carolina. Wherein certain existing telephone 
subscribers in the Wade community served by the Dunn 
Exchange of Carolina Telephone and relegraph company. and 
residents of the Wade community. vho do not nov subscribe to 
telephone service. requested that they be provided vith 
telephone service from the Fayetteville ?xchange of Carolina 
Telephone and Telegraph Company. The petition submitted by 
exisitng subscribers was signed by 13 such subscribers. and 
the petition submitted by non-subscribers vas signed by 16 
such non-subscribers. 

At the present time the section vhere these petitioners 
li1"e is included in the Dunn Exchange, and is composed of a 
northern section of Cumberland county. adjacent to Harnett 
County. in which is located Dunn. North Carolina. and 
ser?ice through the Dunn Exchange requires toll charges on 
calls to and from Fayetteville. their county seat. These 
petitioners, both subscribers and non-subscribers, state 
that they ha1"e telephone service or such service is 
aYailable through the carolina Telephone and Telegraph 
Company's Dunn E~cbange out of Harnett County; that they 
live in Cumberland county. in Wade, • and in the Wade 
community; that "Fayetteville is the county seat of 
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requires that they 
PayetteTille Exchange 
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and that convenience and necessity 
have their service through the 
instead of the Donn EJ:change. 

Opon receipt of the above mentioned petitions, the 
Com■ission obtained the names and addresses of existing 
telephone subscribers nov served by the Dunn Exchange and 
within the Tovn of wade and vithin a certain area just 
outside of Wade which is included in the Dunn Exchange but 
located in a northern p·ortion of Cumberland county, and 
proceeded to poll the 72 existing subscribers. The results 
of the poll indicated that 110 subscribers vanted 
Fayetteville service, 12 wanted to retain Dunn service and 
13 would protest an effort to transfer the area from Dunn to 
Fayetteville (7 of the 13 is also included in the 12). 

Fourteen subscribers did not reply to the commission poll. 

The Coaaission. being of the opinion that this matter 
should be considered in an open public hearing. issued its 
order of December 3• 1970, setting the matter for bearing at 
this time and place; further ordering that a copy of said 
order be served on each of the petitioners. each of the 72 
subscribers polled and on Carolina Telephone and Telegraph 
Company; that Carolina Telephone and Telegraph company 
should cause notice of this proceeding to be published in a 
newspaper or nevspaPers having general circulation in the 
service area affected by said proposed change once a week 
for tvo successive veek.s preceding the hearing date; and 
that it shall be incumbent upon all interested parties vho 
so desire. including Carolina Telephone and Telegraph 
Company. to offer eYidence at the hearing in support of or 
in opposition to the transfer of the Vade coamunity from the 
Dunn telephone exchange to the Fayetteville telephone 
exchange. 

The petitioners offered a number of vitnesses, both 
subscribers and non-subscribers to telephone service. who 
reside in that portion of the Dunn Exchange located in 
Cumberland county. These witnesses incl ucled Ba ymond 
Edwards, Rev. Robert Temple. fterrill ftcLaurin. Jeannette 
Lee. Stewart Murray, Nancy Dixon. Roger KcKeithan. Wayne 
Barefoot. Edvard Williams • .l'largaret Griffin. Robert Bethea• 
Clai:a Plurphy, Jeane Caulder. Cora Ray ftcNeill. In addition 
to the above named witnesses. the petitioners tendered 15 
witnesses. 'T'he intervenors presented several witnesses vho 
are subscribers to telephone service of caroli.na Telephone 
and Telegraph company in the Dunn Exchange and who reside in 
that portion of said exchange located in Cumberland county. 
North Carolina, who did not desire a change from Dunn 
Exchange service to Fayetteville Exchange service. These 
witnesses included Mary Tart Fovler, Doris Gardner. Emily 
Bunce and Ray Fussell. 

In addition. the Commission's Telephone Engineer. l'lr. 
Vern Chase. testified for the commission's Staff. 
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Carolina Telephone and Telegraph Company tendered !r. Earl 
Wooten, vho is the Forecast and Tariff Manager for Carolina 
Telephone and Telegraph Cofflpany, for such examination as the 
Commission or any of the parties might desire to conduct. 

Witnesses for the petitioners all testified that they 
desired telephone service through the Fayetteville Exchange 
for various personal reasons, including the following: such 
service voold help develop the progress of the communit.Yi 
many of the witnesses work in Fayetteville and such a change 
would give them. direct toll free calling and communication 
between the points of their employment: and residence; it 
would allow one church to obtain local telephone service to 
a greater number of its members and officers; that many of 
the witnesses• children attend schools vhich are on the 
Fayetteville Exchange, necessitating toll calls to 
communicate vith them during the school day; some business 
men testified that their businesses vere located in 
Fayetteville and that their homes vere located in the nunn 
Exchange, necessitating long distance calls in communicating 
vith homes and customers after hours; that the local 
voluntary fire department is on the Fayetteville Exchange 
vhile the people in the Wade community living in Cumberland 
County are on the Dunn Exchange; a number of the witnesses 
vorked either in Fort Bragg or Fayetteville or had spouses 
vho worked in one of these places and desired local 
communications between their homes and these points; some of 
the witnesses testified that their doctors and hospitals 
vere in Fayetteville; that the businesses of several 
individuals, including a beauty parlor and a franchised camp 
ground, would be enhanced by such a change from ounn to 
Fayetteville Exchanges: and that others of the witnesses 
testified that their banking business vas conducted in the 
Fayetteville Exchange. 

The intervenors• witnesses testified that the main 
industry located in the Wade community, to vit: Tart and 
Tart, Inc., "l.esired to retain service from the Dunn Exchange 
vhere its rail road,. legal and banking business vas 
con ducted: others testified for the intervenors requasting a 
continuation of the Dunn service, giving reasons identical, 
but in reverse, to those stated by the petitioners• 
witnesses. 

The evidence offered indicates that the Fayetteville-Dunn 
Exchange booudarv line is a very short distance sooth of the 
southern l.l.mits · of the Town of Wade; that Wade is located 
along u. s. Highway 301 about equal distance from 
Fayetteville to the south and Dunn to the north. calls 
betveen the tvo exchanges are subject to toll charges. 
Testimony was also offered to the effect that there is 
considerable community of interest between some of the 
people in Wade and those in the Fayetteville Exchange and 
conversely between some of the people in Wade and those in 
the Dunn Exchan;e, and each group testified that it vould be 
more economical and convenient for them to have the 
respective telephone service from the exchange requested. 
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It is noted that this identical question was presented to 
this commission in Docket No. P-7, Sub 222 and the request 
or petition for change in that. docket vas denied by this 
Commission after hearing by Order dated April 5, 1963. 

The company stated, and ftr. Earl Wooten testified, that 
they are perEectly willing after 1971 to affotd service to 
the Wade community from either the Dunn or the Fayetteville 
Exchanges, hut not from both in viev of the fact that to 
duplicate service would be a wasteful duplication at the 
expense of the rat.e~ayers.. It is noted that the territory 
involved is a part of the Dunn Exchange by Order of this 
Commission and that the engineering of telephone plant in 
the Fayetteville Exchange presently under vay would allow 
for service from either the Fayetteville or Dunn Exchanges 
after 1971, but not from both .. 

FINDINGS OF FACT 

Considering the evidence and exhibits presented in this 
case in their entirety and the records of this Commission, 
the commission finds the folloving facts: 

1.. The Town of Wade is located on o. s .. Highway 301 
about equal ~istance from Fayetteville on the south and Dunn 
on the north. It bas a small population and receives 
telephone service through the Dunn Exchange of Carolina. 

2. Carolina also has an exchange at Fayetteville, which 
is the largest exchange Carolina has, and the boundary line 
between the two exchanges is just a short distance south of 
the tovn limits of Wade .. 

3.. The telephone subscribers in the Dunn Exchange and 
those in the Fayetteville Exchange are not responsible for 
the location of the boundary line between the two exchanges, 
this boundary line having been submitted to the Commission 
by carol ina on the representation that the 1 ocation was 
proper, and was approved by the commission in 1957 or 195A. 

4. There are approximately 72 subscribers presently 
receiving Carolina telephone service in the Wade co111.111unity 
located in Cumberland County; a poll of these 72 subscribers 
resulted in 58 replies which indicated that 40 of said 
subscribers desired Fayetteville Exchange service while 12 
desired to continue their present Dunn telephone service and 
13 stated that they would protest a change in service 
presently available in this comm.unity; 7 of those stating 
that they would protest are included in the 12 vho indicated 
that they desired to continue their Dunn service. and 14 
subscribers did not reply to the Commission poll. 

5. A rather large number of telephone subscribers in the 
immediate section of Wade. vho bave service through the Dunn 
Exchange, desire that the Dunn Exchange service be continued 
and that no part of their community be transferred to 
Fayetteville Rxchanqe service. 
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6. The Town of Wade 
both in Cumberland county. 
county. 

and the City of PayetteTille are 
The Town of nu·nn is in Harnett 

7. The t.ransfer and inclusion of Wade and its immediate 
vicinity to the Fayetteville Exchange territory vonld have 
the effect of eliminating toll calls between subscribers in 
wade and sabscribers in the Fayetteville Ezchange and vould 
enatle these subscribers to call their county officials 
without having to pay lonq distance charges. 

8. The community of interest between the people living 
in Wade and the immediate vicinity is somewhat divided,. some 
part being with Fayetteville and others with Dunn. 

9. The territory in and around the Wade community 
located in Cumberland county has been surveyed. Engineering 
has been done and construction of telephone plant is under 
vay which would afford Carolina Telephone and Telegraph 
company the option of serving this community either throu9h 
its Dunn or Fayetteville Exchanges, but not through both 
exchanges without duplicating facilities, vhich would result 
in wasteful ~xtravagance at the expense of the ratepayers. 

10. In order to furnish service to these people out of 
Fayetteville, it will be necessat"y to add a considerable 
a11ount of cable and lines, vhich cannot be done prior to 
1972, and only then, without wasteful duplication, from 
either/or, but not from both exchanges. 

11. In the light of the fact that this telephone boundary 
line has been established over a period of years and that 
there is a mixed community of interest between the 
subscribers with each of the telephone exchanges here 
involved, the Commission finds that public convenience and 
necessity does not require a change in the exchange boundary 
lines at this time. 

CONCLUSIONS 

It is the generally accepted policy throughout th~ 
telep'hone industry to avoid duplication of lines and service 
at any point. It is not practical to serve any community 
with duplicating service facilities, part from. one. exchange 
and part from another, vhether the exchanges be in the same 
company or in different companies. At Wade and in the 
surrounding territory telephone service has been nade 
available through facilities out of the Dunn Exchange. A 
large number of people have accepted this service and are 
using it. Fayetteville, which is in the Fayetteville 
Exchange, is practically the home of Port Bragg. Here 
tremendous de•elopment, grovth and expansion has taken 
place. This kind of development and expansion has not been 
experienced at Dunn. In viev of the growth at Payetteville 
and in viev of the £act. that Wade is in cumberland county, 
of which Fayetteville is the county seat, it was and is 
ine"t"itable that eventually people living in Wade and the 
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im ■ediate section would find need for exchange service froa 
FayetteYille dne to occupational needs and the large number 
of people who find it convenient to liTe at Wade and be 
e■ployed in the Fayetteville and Fort Bragg areas. In this 
situation, of course, there is found considerable expediency 
for telephone service without a required toll charge. 

on the other hand, there al"e in 
territory numbers of people who haYe 
service out of Dunn, vho are satisfied 
not want it changed and upon vhom 
hardship to require a change. 

Wade and immediate 
subscribed to the 

vith this serYice, do 
it would vork some 

As a matter of practicality, part .of tb.e people in the 
Wade area cannot have Fayetteville REchange service and the 
other part Dunn E%change service upon an economically sound 
and reasonable basis. It is likevise just as impractical to 
require people in Wade and the Wade area vho have service 
fro ■ Dunn to give up that service and tatte Fayetteville 
service which they do not want in order that the others may 
haYE the Fayetteville service vbich they desire. 

situations of this kind create hard problems of lav and 
fact, which test and try the te ■perament of those vho have 
to resolYe them. After all is said and done, giYi.ng full 
and complete consider~tion to eyer·y possible effect here 
involved, the Commission concludes: (a) that it could not 
and should not require Carolina to serve part of the 
subscribers in wade and the Wade community from one exchange 
and the other part from another exchange through a 
duplication and paralleling of facilities, (bl that the 
facts and circumstances as presented do not justify the 
transfer of the area here in question from the Dunn Exchange 
to the Fayetteville Exchange and thereby deprive certain 
subscribers of the right to service they already have and 
desire to keep in order that others may have a different• 
service which they desire, and (c) the petitions should be 
dismissed and the relief denied. 

IT IS, TH~REFORE, ORDERED as follows: 

That each of the petitions filed in this matter be, and 
the same are, hereby dismissed, the relief sought therein is 
denied and this action is dismissed. 

ISSUED BY ORDER OP THE CO!!ISSIOB. 

This the 22nd day of April, 1971. 

NORTH CAROLINA UTILITIES COftftISSION 
(SEAL) Katherine ft_. Peele, Chief Clerk 
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DOC~ET NO. P-16, SUB 106 

BBPORE THE HORTH CAROLINA UTILITIES COBBISSION 

In the natter of 
Petition- of Sears, Roebuck and Company., Highway ) 
29 Horth, concord, sorth Carolina, Seeking ) 
Rate Relief, l 

complainant 
v. 

The Concord Telephone Company. Concord, 
Rorth Caro;Lina, 

Defendant 

, , , , , , 

ORDER 
APPROVING 
UTE AND 
DISUSSING 
CONPLUNT 

HEARD IN: The Rearing Boo■ 
North Carolina, on 
P.8. 

of the Commission. Raleigh, 
septe ■ber 7, 1971, at 2:00 

BEPOBE: Commissioners John v. ftcDevitt, ~iles ft. Rhyne, 
and l!arvin ·a. Wooten, Presiding 

APPEARUCES: 

For the complainant: 

v. c. Harris, Jr. 
Harris, Poe, Cheshire & Leager 
Attorneys at Lav 
Durham Life Building - 14th Floor 
Raleigh, Horth Carolina 
For: Sears, Roebuck and Company 

Thomas C. Phillips, -Jr. 
Lav Department -- Sears, Roebuck and Company 
675 Ponce de Leon Avenue,. tf. E. 
Atlanta,. Georgia 30308 
For: sears,. Roebuck and Company 

For the Defendant: 

E. T. Bost,. Jr. 
Attorney at Lav 
Cabarrus Bank & Trust co. Building 
Concord,. North Carolina 28025 
For: The concord Telephone Company 

For the Commission Staff: 

William E. Anderson 
Assistant commission Attorney 
Horth Carolina Utilities: Coliaission 
P. o. Box 991 
Rnffin Building,. Haleigh,. Horth Carolina 

VOOTEN, conftISSIOHER: This matter arose upon the filing 
of a Petition and Complaint by Sears,. Roebuck and company,. 
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Highway 29 Mortb, concord, !forth Carolina (hereafter Sears), 
on December 17, 1970, seeking rate relief for pri 'fate branch 
telephone and exchange (PBX) ser•ice rendered by concord 
Telephone Company (hereafter concord), Concord, Rorth 
Carolina. 

By Order of the co■■ission dated January 7, 1971, the 
Complaint was ser'fed on Concord, which answered the same on 
January 28, 1971; !lotice t o Sears of Answer filed by concord 
was issued by the co■■ission on February 9, 1971; Sears 
requested a hearing on Fehruary 11, 1971; and the ■atter was 
finally set for bearing as captioned, all in accord with 
Co ■■ ission Rule Rl-9. 

The Com■ ission's initial order setting this matter for 
hearing placed the burden on Sears to establish the matter 
set fort h in its co11plaint and to support the relief sought; 
p laced the burden of proof on Concord to offer e'fidence to 
support and justif! its Answer denying the relief sought by 
sears: and authorized and directed its Staff to in•estigate 
the matters set forth in the complaint and in the lnsver 
filed herein and to offer e'fidence thereon at the hearing. 

Upon the call of the matter for hearing, concord and Sears 
stipulated and agreed that they did enter into a fi•e-year 
con tract in vhic h concord agreed to furnish and install a 
private branch exchange (PBX) for Sears at its store in the 
shopping center on Righvay 29 !forth, Concord, North 
Carolina; that Concord bas on file vith the co■■ission a 
special tariff establishing a rate for the telephone syste ■ 
ser•ing Sears as contracted for in its General Exchange 
Tariff Section 36; that Sears• telephone bill for the month 
of February 1970, amounted to S2, 11l0. 30 vhich concord agrees 
is approximately correct, but points out that said bill 
includes Federal excise tax and ■any rates other than the 
one in'folved in the complaint herein; and that the basic 
monthly rate on the basic equipment (the PBX) amounts to 
S960.00, which produces an annual rate of Sll,520. 

Sears offered and introduced into eyidence Exhibit l 
attached to Concord's Ansver, vhich sets forth the original 
c o s t to concord of the PBX system and also Concord's other 
costs to sbov a t otal installation cost. Sears, Roebuck and 
Co■ pany presented one witness in support of its complaint, 
!!r. H. !loulard , who testified that he li•es in Atlanta, 
Georgia: that be is employed by Sears, Roebuck and coapany; 
that he holds a Bachelor of Science degree in economics fro■ 
Louisiana state Oni•ersity: that he has been employed by 
s ears for 23 years and his present title is communication 
P'anager in tbe Sotttbe rn territory; that in connection with 
his responsibilitiPs as Co■aunication Planager, he is 
responsible for all of the telephonic-telegraphic 
co■■unication systems that Sears uses at all of its units in 
the Southern territory: that his responsibility co•ers 1141 
retail stores, 75 apfliance stores, 350 catalogue sales 
offices and 3 order plants: that Sears has se'feral different 
sizes and kinds o f PBX systeas in a nuaber of its 'farious 
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operations in the Southern territory; that he is generally 
familiar with the PBX types of telephone systems; that he 
contacted concord and requested the PBX system which has 
been installed: that the PBX system vhich has been installed 
is vhat is known as 100T Leich piece of eq~ipment vith 120 
line capacitv; that he is familiar vith this equipment and 
that his company has similar equipment located in other 
sears• operations placed there by other telephone companies; 
that sears has a PBX system located in its Charlotte, North 
Carolina, store which is approximately half again as large 
as its concord PBX, which system was placed in the Charlotte 
store by the Southern Bell Telephone and Telegraph Company; 
that he is familiar with the cost of their Charlotte PBX; 
that his company also has a similar piece of equipment 
located in their Gastonia store, vhich vas also placed by 
Southern Bell Telephone and Telegraph company; that he has 
been in touch vith General Telephone company in Durham, 
recently in regara to the installation of a PBX system in 
the Sears store located there: that his company has similar 
PBX equipment to that located in concord throughout the 
southern region: that Concord Telephone Company has 
instructed Sears• employees in Concord in the operation and 
use of the PBX system; and that Sears has been charged $960 
ner month for its PBX equipment by Concord since the month 
Of February 1970. ·· 

The vitness, ~oulard was asked a number of questions 
regarding charges by other telephone companies in North 
Carolina and throughout the South for similar or identical 
equipment, to which objections were lodged, and which 
objections vere sustained by the commission. Questions vere 
also asked of the vitness regarding the filing of tariffs 
vith this Commission by Southern Bell Telephone and 
Telegraph Company and General Telephone Company vith 
reference to PBX equipment, to vbich objections vere 
sustained. Tariffs of Southern Bell and 3eneral approTed in 
Docket No. P-55, sub 632 and Docket Ro. P-19. Sub 115, 
respectively, vere offered into eTidence to which objection 
vas made by concord and sustained by the Commission. 

concord offered tvo witnesses, one George H. Richmond, 
Executive Vice President and General Plant Nanager, and Phil 
W. Widenhouse, Executive Vice President and Assistant 
secretary and Treasurer. Both men vere tendered and 
recognized as expert witnesses, nr. Richmond as an erpert in 
telepbone utility plant management, administration and 
maintenance and in telephone utility rate design and 
application; l'!r. lf'idenhouse as an expert in the fields of 
public utility accounting, Taluations and cost. Witness 
Richmond traced the step~by-step contacts between Sears and 
Concord. which, after a number of changes in instructions by 
Sears, resulted in the installation of an Automatic Electric 
Company type 100T PABX telephone system vith eight, tvo-way 
dial tandem lines and equipment for 20 additional lines. 
Richmond further testified that, considering the cost of 
equipment and installation and serTice cost vhich vent into 
providing the specialized telephone system required by 
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Sears, in his opinion, $960 vould be a fair and reasonable 
monthly rat?. for Sears at the Carolina nall Shopping center 
at concord. 

Witness 'lfidenhouse testified that Concord's total 
installed cost for the Sears telephone system. vas 
$q0,789.60; that the total installed cost was the first 
factor consi1ered in determining the Sears telephone rate; 
that also considered vas $11,785.00 total annual cost of the 
Sears system, such as annual maintenance expense of $2,982, 
annual depreciation cost of $2,549, admi.nistration expenses 
of $1, 27:4, cost of money and income tax annua 1 cost of 
$3,711, annual ad valorem taxes of $612, and annUal North 
Carolina gross receipts tax of $707; that depreciation vas 
computed based on a 16-year service life of the equipment; 
that !11,785 ann•tal cost vould result in a monthly rate of 
$982 to sears; that the $960 per month rate established by 
the tariff vas reasonable and as based on cost of service, 
vas actually on the lov side, but not to the extent as to be 
unduly burdensome to concord or its ratepayers in general. 

The Commission Staff presented one witness, in the person 
of Vern R. chase, Chief Engineer of the Telephone Rate 
Division of the North Carolina Utilities Commission, vho 
testified th~t the rates complained of in this proceeding 
Vere based on the in-service costs of the equipment and the 
operating cost associated therewith; that, in his opinion, 
t.bis was the fairest method to figure rates in this case; 
that the rates for this unit should support its costs and 
not be subsidized by other concord ratepayers; that he 
determined to his satisfaction that the figure of :sqo, 789.60 
for total installed cost, as stated in the telephone 
company's Ansver, vas reasonable-: that, in bis opinion, a 
moot bly rate higher than $960 could have been justified; 
that, in bis opinion, the 1110 nth ly rate of $96 0 charged by 
Concord was not comparable to the $268.50 charged by 
Southern Sell since the different basic charges by different 
companies included different elements and items. such as, 
for example, southern Bell charges more for items outside 
the basic rate, such as $5.50 for extensions as compared 
vith $2. 25 charged by Concord; that because of the rate­
mating procedures used by various utilities, comparison 
cannot be determined exactly by looking at a particular 
rate; that before rates can be effectively com.parable, it is 
nece_ssary to go behind the rate itself and determine exactly 
what is or vh~t is not included and to determine 
accompanying accessorial charges~ and that because Concor~, 
Southern Bell and General Telephone Company use different 
tariff writing techniques and rate-making procedures, he was 
unable to make anv meaningful comparison betveen them. 

Based on the pertinent records of the commission and the 
competent evidence adduced at the hearing, the Commission 
makes the following 
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FINDINGS OP PACT 

1. That Sears, Roebuck and Col!l.pany is a duly created and 
ez:isting corporation legally doing business in this State; 
that Sears and concord Telephone Company entered into a 
contract whereby concord agreed to furnish and install a 
private branch telephone and exchange service at its place 
of business in a shopping center lo:::::ated on Highway 29 
North, concord, North Carolina: that Sears is a business 
telephone subscriber of Concord; that concord Telephone 
company is a duly franchised telephone public utility 
operating in this state; and that the parties are properly 
before this com~ission vith reference to matters over vh1ch 
this Commission has appropriate jurisdiction. 

2. That the basic monthly rate charged by Concord to 
sears for tbe private branch telephone and exchange serYice 
is $<J60 and is in accord vith Concord's tariff on file vith 
this Commission. 

3. That the telephone system here involved cost concord 
a total installed cost of $40,789.60; that the total annual 
costs of $11,785 is reasonable atld includes: (1J annual 
maintenance expense of $2,982, (21 annual depreciation cost 
of $2,549, (3) administrative expense of $1,224, (4) cost of 
money and income tax cost of $3,711, (5) ad valorem tax of 
$612 and (6) gross receipts tax (Horth Carolina) of $707; 
and that depreciation computed on a 16-year service life of 
the equipment is reasonable. 

ri. That the $960 per month rate established by concord 
and on file vith this Commission is reasonable and is based 
on a reasonable cost of service. 

5. That the $11,785 annual cost res11lts in a monthly 
rate of $982 to Sears, and the establishment of a lover rate 
of $960 is not unreasonable and is not unduly burdensome to 
the telephone company or to its ratepayers in general. 

CONCLtJS IONS 

The commission concludes that the cost of furnishing 
specialized telephone service to a subscriber must be borne 
by the subscriber requesting such service or otherwise be 
subsldi-zea. by the general body of ratepayers: and that the 
cost of such service can only be properly related to a 
reasonable cost of service study as bas been done in this 
case by Concord .. 

sears has agreed to a five (5) year contract, and in the 
light of such contract, the service life established at 16 
years is reasonable. 

The commission further concludes that in the pricing of 
the service here involved, Concord properly and reasonably 
founded its rat.e level on the basis of cost; atid that Sears, 
in this case, receives the benefit of a highly specialized 
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PBX telephone system f<>r vhich it should pay the rate 
reasonably so established. 

In North Carolina, rate comparison evidence is not 
admissible in public utility cases in the absence of proof 
of comparable costs and conditions under which the companies 
operate. one vho seeks to rely on another utility's rate as 
being the proper rate must first establish the 
reasonableness of such rate, vhich can only be done by first 
sbcving compacability of costs, operating conditions of 
respective companies, and of a nu11.ber of the various 
elements included in or excluded from such rate. filli!ig§ 
~i§~!Q.!l 1• Ei~1.m@!. !!.ill.!!~ll ii~ ~I., In~-, 2511 N. c. 
731', 120 s.E. 2d ?7 (1961): Oti1,.illg,§ £2.mmissi,Q!l y. 
lll!..DillM1 £gr.porations, 2Q3 N.C. 193, 90 S.E. 2d 519 (1955). 
we conclude that Sears• failure to introduce requisite 
eYidence shoving comparative costs, operating conditions, 
and elements included in or excluded from the rate herein, 
renders evidence ofEered by it, of the rates of other 
companies, i ncom peten t. There has been no shoving 
whatsoever by Sears that the rates of other companies vere 
either comparable or reasonable. 

The Commission concludes that Concord improperly included 
combined city and county ad valorem tax in its annual costs 
computations for the reason that the property here in 
question is located outside the City of concord. Rovever, 
it appears that a deduction of that portion of the $612 ad 
valorem tax computation applicable to city taxes vould not 
reduce the $11,785 total annual cost sufficient to establish 
the $96 0 monthly basic rate above the realm. of 
reasonableness. It is noted that the record does not 
indicate the portion of the ad valorem tax computation 
applicable to city taxi however, a reduction of the full 
$612 vould not materially affect the reasonableness of the 
montbly charge. 

The rate involved in this proceeding vas filed vith the 
Commission by the company and became effectiYe as provided 
by lav. It is vell settled in this State that rates fixed 
and established under the provisions of Chapter 62 of the 
General Statutes of North Carolina are prima facie evidence 
that they are just and re·asonable. N. c. G.S. 62-132i ~!;.~ 
y. l!.!!n.itil!li corporations, 243 R.C. 193, 90 SE 2d 519 
(1955). 

Three expert witnesses testified that the $960 monthly 
rate for Sears• specialized telephone service vas fair, jnst 
and reasonable on the basis of cost of service, and no other 
reasonable rate vas testified to, and based on the entire 
record. ve conclude that Concord has carried the burden 
placed upon it by this Coamission and has thereby justified 
its Answer denying the relief sought in the Complaint. 

We finally conclude that sears has failed to carry the 
burden placed upon it by this co11mission and the lavs of 
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this State, and has thereby failed to establish the matters 
set forth in its Complaint. or the relie-f vhich it sought. 

IT IS., THF.lfEFORE, ORDERED AS FOLLOWS: 

1. That the Petition and 
Sears, ~Roebuck and company be, 
dismissed~ and 

Complaint herein filed by 
and the same is, hereby 

2. That. t.he relief sought herein by Sears, Roebuck and 
Company te, and the same is, hereby denied; ana 

3. That this ~ocket be, and the same is, hereby closed 
and discontinued. 

ISSUED BY ORDER OP THE COHMISSION. 

This the 1st day of November, 1971. 

NO~TH CAROLINA UTILITIES COft~ISSIOH 
Katherine ft. Peele, chief Clerk 

(SEAL) 

DOCKET NO. P-55, SUB 670 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
The Desire of certain subscribers of the Marietta, 
North Carolina Theoretical Telephone Exchange of 
southern Bell Telephone ana Telegraph company Who 
Desire Fairmont, Nort~ carolina Telephone service 
Rather Than the Existing Lake Viev, South Carolina 
Telepbone service 

HF.ABO IN: The District 
Pai rmon t, North 
at 10:00 A.~. 

courtroom, Center 
Carolina, on October 

ORDEB 

Street, 
8, 1971, 

BEFORE: commissioners John R'. McDevitt, ffiles n. Rhyne, 
Hugh A. Rells and l!arvin R. Wooten, (Presiding) 

APPEARANCES! 

For the Responclent: 

R. Frost Branon 
Attorney at Lav 
southf:ltrn Bell Telephone and Telegraph company 
P. o. Box 2211, Atlanta, Georgia 
For: Southern Bell Telephone and Telegraph 

company 
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For the co 111mission s t.aff: 

Willi am E. Anderson 
Assistant commission Attorney 
North Carolina Otilities commission 
P. o. Box g91, Raleigh, North Carolina 

WOOTEN, Cl1rtMISSIOHER: During r'larch, 1971, it came to the 
attention of the Commission that certain existing telephone 
subscribers in the ftarietta, North Carolina community served 
from the take viev, South Carolina telephone exchange 
desired that their service be provided from the Fairmont, 
North Ca't'olina telephone exchange. Both of these exchanges 
are owned bv southern Bell Telephone and Telegraph Company. 
~arietta has been considered as a theoretical exchange for 
over tventy-Eive years as it does not have exchange central 
office facilities locateii vithin its exchange service area. 

Open receipt of the above mentioned information. this 
commission obtained the names and addresses of the existing 
telephone subscribers then being served in the ftacietta 
theoretical exchanqe ana proceeded to poll the 131 
subscribers therein by mail. Th!! poll was conducted to 
determine: ( 1) those subscribers who desired to have 
~airmont telephone .rervice and have their Lake View. South 
Carolina telephone service dis:::ontinued; (2) those 
subscribers who desired to retain their Lake Viev. South 
Carolina telephone service: and (3) those who would protest 
if an effort vas made to transfer the fllatietta community 
from the take Viev. south Carolina e~change to the Fairmont. 
North Carolina telephone exchange. The results of the poll 
indicated th~t 57 subscribers wanted Fairmont service. 34 
wanted to retain their take Viev service and 33 would 
protest if an effort was made to transfer the area from La.ke 
Viev, south Carolina. to the Fairmont. North Carolina 
telephone exchange. 

Upon the completion of the above referred to poll. the 
Commission was of the opinion that this matter should be 
considerP.~ in an open public hearing. and upon its ovn 
11otion ordered: (11 that the matter would be set for 
hearing in the District courtroom, center street. Fairmont. 
North Carolina, at the captioned date a.nd timei (2) a copy 
of the order be served by first class mail on each of the 
131 subscribers in the Plarietta theoretical telephone 
exchange; (3) that southern Bell Telephone arid Telegraph 
Company pnhlish a public notice in a newspaper or nevspapers 
having general circulation in the service area affected by 
said proposed change once a veek for tvo successive weeks 
preceding the hearing- aate; and (4) that it be incumbent on 
all interested parties vho so desired, including the 
telephone company. to offer evidence at the hearing in 
sopport of or in opposition to the transfer of the Plarietta 
area consisting of the f'larietta theoretical telephone 
exchange from the Lake Viev. south Carolina telephone 
exchange to the Fairmont telephone exchange. 



662 TELEPHONE 

Vben this matter was called for hearing, Mr. Paul 
s. oliver, Jr., identified himself as a customer of southern 
Bell Telephone and Telegraph Company residing in the 
theoretical .'1ariet.ta exchange who would serve as a spokesman 
for that group of subscribers desiring to have their 
telephone service connected to and rendered from Southern 
Bell's telephone exchange in Fairmont, North Carolina, 
instead of the prP.sent service from southern Bell's Lake 
View, south rarolina telephone erchange. In addition to Mr. 
Oliver, oth3r interested parties testified and/or made 
statements to the Commission favorable to the prOposed 
change, who included Leon M. ftctean, Ray Davis, John D. 
Jones, Righvay Patrol Sgt. Dobson, e. c. Davis, ftrs. Stacy 
Vatson, Tommy R. Walters and B. N. Evans. Additionally, 47 
other customers of Southern Bell who reside in the 
t.he.oretical !farietta exchange indicated that they desired 
their telephone service to be rendered from Fairmont, North 
Carolina, instead of Lake View, south Carolina. 

Upon the completion of the evidence and testimony by 
subscribers favoring the change to Fairmont service, Mr. 
T.c. Parham identified himself as a Southern Bell subscriber 
residing in the theoretical Harietta exchange and as 
spokesman for the subscribers in said area vho desired to 
retain tb.eir present service and opposed a change in service 
to the Fairt'lont telephone exchange. In addition to Plr. 
Parham's testimony, other subscribers living in North 
Carolina vho testified against the change vere Cleo Goodyear 
and lfalter Mack Collins. Also testifying against the 
proposed change were Minnie Bullock and Edna Hayes, vho 
reside in South Carolina and vho advised that they preferred 
the North Carolina "arietta customers to continue their 
present service. Additionally, 21 other customers of 
Southern Bell who reside in the theoretical ~arietta 
exchange indicated that they desired telephone service to be 
rendered from Lake View, South Carolina, and preferred that 
there be no change in the present telephone service being 
offerer1 in their comm uni 1:Y· 

Southern 9ell Telephon~ and Telegraph Company offered one 
witness in the per's~n of Nr. George K. Selden, Jr., vho is 
the company• s State Forecast and Rate Supervisor for the 
North Carolin~ /lrea. e-r. Selden testified in detail 
regarding the history of the theoretical narietta telephone 
exchange, the system of te1ephone service being rendered in 
said t.heor~tical exchange and discussed at length what he 
called the feasibility, or lack thereof, of any change in 
the present service being offered by his company. It vas 
the position of Southern Bell Telephone at the hearing that 
it desired not to mate any change in the present system of 
telepbone service being offered to the subscribers in the 
theoretical ~arietta exchange and recommended that such 
service be continued through its Late View, South Carolina 
telephone exchange. 

A.ft.er closing the record in this case and subsequent to 
the hearing, the Commission was adYised by Southern Rell 
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that upon further consideration and in viev of the fact that 
the poll tak~n by the commission indicated that a maiority 
of the subscri~~rs involved desired Fairmont service and 
further in viev of the fact even a larger majority of 
persons appeared at the hearing favorinq the North Carolina 
service, that it han concluded that southern Bell should 
serve the subscribers involved vho live in North Carolina 
out of the Fil.irmont exchanqe for the additional reason that 
unner normal operating conditions the "arietta subscribers 
would properly be served from a North Carolina exchange 
under the jurisdiction of the North Carolina Utilities 
Commission. The company further advised that in the light 
of its con=lusion it vas proceeding vith plans foe serving 
the people in the Marietta area living in North Carolina 
from the Fairmont exchange as soon as practicable. 

Based upon the record of evidence adduced at the hearing 
in this case and the Commission records, the Commission 
makes the following 

FiNOINGS 0~ FACT 

1. That Southern Bell Telephone and Telegraph Company i,s 
a public utility rendering telephone service in this state 
vhicb is subjPct to the jurisdiction of and regulation by 
this commission. 

2. That the ~arietta, North Carolina community is 
located in the southernmost part of Robeson county, North 
Carolina, adioining the State of South Carolina, and that 
said community is provided local telephone exchange service 
by southern Rell from Bell's Lake View, South Carolina 
telephone exchange. 

3. That there are 131 North Carolina citizens living in 
the Marietta, Nocth Carolina community whose telephone 
service is rendered through Bell's Lake View, South Carolina 
telephone exchange. 

u. That all calls by the Marietta community citizens to 
any and all parts in North Carolina must be toll calls 
requiring an additional charge. 

s. That police and fire protection afforded the affected 
citizens is located in Fairmont and Lumberton, North 
Carolina, and that if the l!arietta comm.unity is served by 
Bell's Fairmont, North Carolina telephone exchange, all 
calls for such protection and to other local governmental 
offices would be direct, local, :1.nd without additional 
charge. 

6. That 56 of the 131 subscribers appeared at the 
hearing and indicated that they favored receiving telephone 
service from Bell's Pairmont, North Carolina telephone 
ercbange instead of their present Lake View, South Carolina 
office: and that only 24 of the 131 subscribers appeared in 
opposition to the proposed change in telephone service. 
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7. That the majority of the citizens affected have a 
community of inteC'est. with Fairmont and Lumberton in Robeson 
county, North Carolina, as contrasted with Lake Viev, South 
Carolina. 

8. That 1.t is in the public interest and in the interest 
of the citizens located iti the nariet.ta community that thev 
be affordet1 telephone service through a North Carolina 
telephone exchange regulated by and subject to the 
jurisdiction of this Commission. 

CONCLUSIONS 

The historical development of the service in the Marietta 
theoretical exchanqe presents a dilemma for the commission. 
While the Commission is hesitant to reach a decision which 
would in any way diminish the present service of the 
~arietta subscribers, the commission is nevertheiess 
compelled to conclude that the basic service for the 
community should be to Fairmont and Robeson countyi and 
while the Commission would prefer that the present service 
to Lake Viev be maintained in addition to the nev service, 
we do not feel that ve have the jurisdictional basis upon 
vhich to order Bell to continue to provide such service 
after Fairmont service is initiat~d. In the event that Bell 
should see fit to continue the Lake View service for its 
sarietta subscribers, the Commission vould take no exception 
to such action on Bell's part. 

Bell, by letter dated October 20, 1971, has adVi.sed the 
commission oE its willingness to initiate Fairmont service 
for the subscribers in the rt:arietta area, and ve assume that 
Bell is in a position to immediately initiate pl::i.ns to 
provide such service. we therefore conclude that Bell 
'should proceed vith their plans for the providing of such 
service, should inform the Com ■ission of their propased in­
service date for such service and should make a public 
announcement to inform the Marietta subscribers of said 
proposed in-service date. 

IT rs, THEREFORE, ORDERED AS FOLLOWS: 

1. That Southern Bell shall proceed vith its plans to 
serve the subscribers living in Rorth Carolina in the 
Jllarietta community vith telephone exchange service in and 
through its Pairmont, Korth Carolina telephone ezchange as 
soon as practicable. 

2. That southern Bell file with the Com11ission it~ plan 
for the providing of such service and an anticipated 
scheduling of the same. 

3. That this docket be, and the same is, hereby 
discontinued. 

ISSUED BY ORDER OF THE co"nISSION. 
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This the 8th day of 'November, 1971. 

NORTH CAROLINA UTILITIES coanISSION 
Katherine ft. Peele, Chief Clerk 

fSEALl 

DOCKET NO. P-89, SUB 2 

BEFOBE THE NORTH CAROLINA UTILITIES co""ISSION 

In the Platter of 
Petit.ion of Triangle Telecasters, 
Durham, North Carolina, Seeking 
Extended ~rea Toll-Free Telephone 
Service, 

complainant 

Inc., ) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

v. 

Chapel Hill Telephone company, General 
Telephone company of the southeast and 
Southern Bell Telephone and Telegraph 
company, 

PLACE: 

DATE: 

Commission 
Carolina 

Defendants 

Hearing 

October 1ll, 1970 

Room, 

ORDER REQUIRING 
EXTENDED AREA 
SERVICE BErWEEN 
DURHAl'I AND CHAPEL 
HILL; PROVIDING 
CORTIHU"ING 
SURVEILLASCE AS 
TO BA.LEIGH; 
REQUIRING PROPOSAL 
BErWEEN DURHA" AND 
HILLSBOROUGH 

Raleigh, North 

BEFORE: Chairman Harry T. Westcott, 
commissioners John v. l'lcDevitt, 
Wooten, Hugh A. Wells and ~iles H. 

presiding, 
l'larvin R .. 

Rhyne 

APPHRANCES: 

For the complainant: 

Willia~ A. Creech 
Everett, Everett & Creech 
1200 Branch Rank Building 
Raleigh, North Carolina 

Clark c .. Havighurst 
DUkP. University School of Lav 
Durham, North Carolina 

For the Defendants: 

R. C. Hovi son, .Jr. 
Joyner & novison 
trachovia Bank Building 
Faleigh, North Carolina 
For: southern Bell Telephone and Telegraph 

Company 
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Harvey L. Cosper 
southern Bell Telephone and Telegraph company 
801 Jefferson standard Building 
Charlotte, Rorth Carolina 28201 
For: Southern Bell Telephone and Telegraph 

company 

B. F. Branon, Jr. 
Southern Bell Telephone and Telegraph company 
67 Edgewood Avenue 
Atlanta, Georgia 
For: southern Bell Telephone and Telegraph 

company 

I. Beverly Lake, Jr. 
Attorney General's Office 
Justice Building 
Raleigh, North Carolina 
For: Chapel Hill Telephone company 

A. H. Graham, Jr. 
Newsom., Graham, Strayhorn, Hedrick & nurray 
P. o .. Box 2088, Durham, North Carolina 27702 
For: General Telephone Company of the 

southeast 

J. F. Havens, Vice President 
Carolina Telephone & Telegraph company 
122 B. st. Jam.es Street 
Tarboro, North Carolina 27886 

For the commission's staff: 

Edvard B. Hlpp, commission Attorney 
N. c. Utilities Commission 
Ruffin Building, Raleigh, Horth Carolina 

ffilli ara E. Anderson 
Assistant commission Attorney 
N. c. Utilities Commission 
Ruffin Building, Raleigh, North Carolina 

BY THE CO~MISSION: This proceeding was instituted on 
March 23, 1970, by the filing of a Petition by Triangle 
Telecasters, Inc., Durham, North Carolina (hereinafter 
cal led "Triangle Telecasters"), seeking extended area toll -
free telephone service between Chapel Hill, Durham and 
Raleigh, North Carolina. 

By oraer issued April 8, 1970, the commission served the 
Petition on Chapel Rill Telephone company, General Telephone 
company of the southeast (hereinafter called "General 
Telephone") and southern Bel 1 Telephone and Telegraph 
company (hereinafter called "Southern sell") as a complaint 
under Rule R1-9 of the Commission's Rules directing said 
telephone companies as defendants to sa."tisfy the complaint 
or to file ansver or otherwise plead to the Petition, 
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treated as a complaint. Answers were duly filed by the 
three defendants and by Order entere:3 on t.!ay 18, 1910, the 
commission ~rved said answers on Triangle Telecasters, with 
opportunity to indicate Yhether the said answers satisfied 
the complaint or if Triangle Telecasters desired a hearing. 
Triangle Te1ecasters having advised the Commission that the 
answers did not satisfy the complaint and that the 
complainant desired hearing, the commission, on June 15, 
1970, issued the Order herein setting hearing and 
investigation on the Petition of Triangle Telecasters for 
toll-free service. 

The Commission Order of June 15, 1970, incorporated in the 
proceeding the standard procedures of the Commission for 
investigating extended area toll-free service for telephone 
exchanges, and the Commission Staff vas directed to initiate 
toll-calling studies and to develop other pertinent 
information by the hearing date for proper consideration of 
extended area toll-free service between Raleigh, Durham, 
Chapel Hill iind other neighboring telephone exchanqes where 
it should appear there may be a substantial interest in 
toll-free c~lling to the area specified by Triangle 
Telecasters. 

The proceedin'J vas heard in Raleigh, North Carolina, on 
October 14, 1970, ana appearances entered as indicated above 
by all parties in interest. The petitioner Triangle 
Telecasters offered testimony of its President and of 
numerous citizens appearing and testifying in support of the 
Petition, incluiing individual customers and representatives 
of husinesses in the Raleigh, Durham, chapel Rill area -
referred to as the Pesearch Triangle area - on their behalf 
and on behalf of business and civic organi~ations supporting 
such toll-free service. 

The telephone engineer of the commission testified as to 
the results of 30-day toll-calling studies of the toll calls 
made during October 1969 between Raleigh, Durham and Chapel 
Rill and between nearby exchanges at Angier, Apex, Cary, 
Clayton, Creedmoor, Efland, Fugu ay-V ari na, Hillsborough, 
Knightdale, oxford, Pit tsboror Foxboro, Wa k.e Fore st, Wendell 
and Zebulon. Exhibits were introduced shoving traffic and 
analysis of all calls made between said exchanges, including 
the number of subscribers making calls, total messages, 
total revenue, percent of total main stations making calls, 
and calls uP.r main station during the study period. The 
Commission's telephone engineer testified that, based on his 
experience in evaluating extended area service proposals, 
the studies did not show such overall substantial toll call 
use at the present time between Chapel Hill and Raleigh and 
between nurham and Raleigh to indicate that a majority of 
subscribers vould vote for rates to cover the additional 
cost of ser'il'ice with Raleigh included at this time, but that 
there was sufficient toll use in one direction to show 
interest in service from· Chapel Hill to Durham, from 
Hillsborough to Durham and from Oxford to Durham. 
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The defendants offered testimony, iodica ting the 
substantial added cost of additional plant required to 
service the increased use from toll-free service, th.e 
necessity for extensive studies to determine the feasibility 
of such extended area service, and the present revenues from 
the toll calls nov supporting the li11ited utilit.y plant 
providing such service on a toll basis, vbich vould be lost 
by toll-free service. The basic position of the defendants 
is that they stand ready to ~ake such studies as are 
var ranted anii justified by toll use studies .to determine 
feasibility and cost of providing extended area service, and 
to provide such service when it can be supported by 
sufficient customers willing to pay the additional cost of 
such toll-free service. 

Briefs vere duly filed by chapel Hill Telephone Company 
and General 'l'elephone company of the Southeast on January 8, 
1971, and ~Y Southern Bell Telephone & Telegraph Company on 
January 11, 1971. 

On February S, 1971, Triangle Telecasters filed a notion 
for supplementation of the record to include in the record 
the toll calling studies conducted by General Telephone, 
Southern Belt and Chapel Hill Telephone in October, 1970, 
establishing ~ore recent toll-calling data than the October, 
1969, data in the record at the hearing. Southern Bell, 
General Telephone and Chapel Hill Telephone .filed such 
October, 1970, toll traffic studies vitb the commission. No 
objection vas filed to the notion of Triangle Telecasters, 
and on P!arch 4, 1971, the commission issued its order 
allowing the notion to supplement the record and incorporate 
in tbe record the toll-calling study of General Telephone 
dated January 25, 1971, the toll-calling study of southern 
Bell dated February 11, 1971, and the toll-calling study of 
chapel Hill Telephone dated !lay 1, 1971, all of which vere 
attached as exhibits to the commission order of narch 4. 
1971, and incorporated thereb? into the record of the 
proceeding as late-filed exhibits. 

The toll-calling studies of October, 1970, shov that the 
percent of customers calling from Chapel Hill to Durham 
increased from 51.96% in 1969 to 56.821 in 1970, and that 
the calls per main stations increased from 2. 69 to 2. 9 calls 
per 1:1ain station. 

The October, 1970, study of Chapel Hill Telephone shovs 
the calls from Chapel Hill to Raleigh increased from 27.68% 
of main stations making calls in 1969 to 33.2,C in 1970, vith 
the calls per main station increasing from .955 in 1969 to 
1 .. 1 ca.lls per main station in 1970. 

The October, 1970, toll-calling 
Durham shovs the percent subscribers 
from 14.21 in 1969 to 15.11 in 1970, 
main station increased from .526 to 
station. 

study from Baleigh to 
making calls increased 
and that the calls per 
.596 calls per main 
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The October, 1970, toll-calling studies shov that the 
calls from Raleigh to chapel Hill increased from 7.51 of 
main stations making calls in 1969 to 8.91 of main stations 
making calls in 1970, and from .229 calls per main station 
in 1969 to .3068 in 1970. 

Based upon the testimony, exhibits and evidence of record, 
the Commission makes the folloving 

FINDINGS OF FACT 

1. That the petitioner Triangle Telecasters, Inc., 
treated as complainant herein, is a duly organized 
television broadcasting company 11ith offices located in 
Durham receiving telephone service from General Telephone 
company of the Southeast at its Durham exchange, and 
broadcasting television programs throughout the Research 
Triangle area and soliciting advertising and program 
material by telephone to Raleigh, Durham and chapel Hill, 
with a lawful interest in seeking extended area toll-free 
telephone service in the Raleigh, Durham and Chapel Hill 
'Research Triangle area. 

2. That the defendants Chapel Hill Telephone Company, 
General Tele~bone Company of the Southeast and Southern Bell 
Telephone and Telegra-ph company are duly organized and 
authorized to provide telephone service in chapel Hill, 
Durham and Raleigh, respectively; that all three said 
defendants hold themselves out to serve the public vith 
telephone service in their respective service areas and are 
ready, willing and able to study and consider the 
installation of extended area service between said exchanges 
when toll use studies demonstrate sufficient customer use to 
warrant cost studies, and vhen such extended area service is 
economically feasible and can be provided at rates 
acceptable to a majority of customers to compensate for the 
additiona 1 cost. of providing toll-free extended area 
service. 

3. That toll-free ext.ended area service requires 
installation of major additional telephone plant to serve 
the increased number of· calls made between exchanges when 
converted from a toll service to a toll-free service, and 
basea on the installation of such major additional telephone 
plant and the loss of the toll revenues from. the existing 
toll service, the standard extended area service procedure 
adopted by the Commission provides that the additional cost 
of providing said toll-free service shall be assigned to the 
customers of the exchanges involved rather than t.o the 
telephone company's general ratepayers, and such additional 
costs shall not bP. ~pproved by the Commission, except upon 
feasibility stu<lies to determine the number of customers 
utilizing said existing toll service and a poll of customers 
shoving a substantial number of ~ustomers willing to pay 
such additional cost for such service. 
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4. That the toll-calling studies and the traffic studies 
of present toll calls between nurham and Raleigh and between 
Chapel Rill and Raleigh do not indicate sufficient 
percentage of customers calling or per station toll calls at 
the present time to var-rant the expense of full extended 
area cost studies and extended area voting procedures at the 
present time, although toll use and toll-free interest has 
increased as the cities of Raleigh, nurbam and Chapel Hill 
have grown and expanded in proximity vith the development of 
the Research Triangle, and the continuation of such growth 
and extended area service interest warrant continuing 
surveillance and further review of such toll-calling studies 
at appropriate times in the future. 

5. That the toll studies and traffic studies in evidence 
show a sufficient use of toll service between Chapel Hill 
and Durham to require that General Telephone 3.n'1 chapel Hill 
Telephone Companv proceed with planning and installation of 
toll-free extended area service between Durham and Chapel 
Hill. 

CONCLUSIONS 

The Research Triangle Park has established a unifying 
factor of mutual interest to the pnblic in Raleigh, Durham 
and Chapel Hill in the Research Triangle area. It is 
essential to such an economic area that good communications 
be available. Telephone service is the basic method of 
communications to provide reaiy availability of 
communications thronghout the area. The present toll system 
for telephone service between these towns inhibits free use 
of the telephone syst.em in the Research Tria·ngle region. 
General subs:ribers are reluctant to make free use and 
access of the telephone system when based upon individual 
toll charges. 

The toll use studies show 56.821 of chapel Hill main 
station telephones called Durham during October, 1970, an 
average of 2.9 calls per main station during the month, and 
the Commission finds from this record that public 
convenience and necessity require that toll-free extended 
area service be provided between chapel Hill and Durham. 

On the other hana, the toll use studies between Raleigh 
and Durham and between Raleigh and Chapel Hill indicate far 
less use of ·toll service, as follows: 

PQTNT-TO-POTNT PERCENT SUBSCRIBERS illI.:Lill 
.11!.![!.lill._ c~ ill .l!.HJL~!AllQ!! 

1969 ill.Q llli ill!! 

Ra 1 eigh- Durham IQ. 2,: 15. a • 52 .597 
Durham-Raleigh 17. 0 .54 

Raleigh-Chapel Hill 7. 5 B. 9 .23 .3068 
Chapel Hill-P.aleigh 27.6 33. 2 .95 1. 1 
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't'he Commissit;rn concludes that this customer usage does not 
demonstrate~ present aemand and need for toll-free service 
sufficient to make the expensive in-depth cost studies 
preparatory to a poll of the subscril>ers to include Baleigh 
in the service at the present time. 

The alternative to toll service for customers having 
extensive need for communications in the area is to 
subscribe to foreign exchange service from the other 
exchanges involved. The present high rates for foreign 
exchanqe service r.iake this alternative to toll service too 
expensive for all but a very fev customers. 

Another alternative would be reductions in the toll 
charges to provide lov cost direct distance dialing (DOD) at 
rates sufficiently lov to permit free and easy use of the 
toll system. The cost of such service, including toll 
ticketing ani operators for toll assistance, causes expenses 
for the area-wide service which voulcl not be necessary if 
toll-free extended area service were installed. 

The present method for determining the additional charge 
for toll-free extendea area service provides for balancing 
the saving fro111. elimination of operators and toll-billing 
procedures aqainst the loss of to11 revenue from the toll­
free service and the expenses of additional equipment from 
the resultinq increase in volume of calls from toll-free 
service, and charging any difference to all customers in the 
exchanges benefiting from the service by increasing the 
monthly station rate charges. The existing method thus will 
result in ever increasiTI.g monthlv charges to the customers 
for toll-free service, to the extent that the general 
increase in use of toll service vill produce increasing toll 
revenues. 1:f toll revenue is required to be replaced by 
station charges, the monthly :rate surcharge for toll-free 
service will increase each year the service is put off, as 
toll revenues increase from the qrovth of the Research 
Triangle area. The commission considers that the Research 
Triangle area is so unique in nature that some adjustment 
must be made to prevent the increasing toll revenues between 
~alEigh and chapel Hill and Raleigh and nurham from causing 
such prospective increases in the monthly rate for toll-free 
extended area service. The commission stands ready to 
reevaluate the yardstick.s heretofore applied in the general 
method used in the State, and shall be available to consider 
a special formula for the Research Triangle region. 

Business and ciVic leaders in Raleigh, Durham and chapel 
Rill have evidencea support for such service, and the 
commission is advertent and alert to the desirability of 
continuing the interest in such toll-free service. When the 
actual toll usage and general customer usage increases 
sufficiently to warrant t.he additional expenses, the 
Commission stands ready in this doclcet to reexamine the full 
extended area service requested in the Petition in this 
proceeding. 
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IT IS, THEREFORE, ORDERED AS FOLLOWS: 

1. That the public convenience and necessity requires 
toll-free extendea area service (EAS) between Durham and 
Chapel Hill, and the defendants General Telephone company Of 
the Southeast and Chapel Hil 1 Telephone company are hereby 
ordered to provide toll-free extended area telephone service 
between Durham and Chapel Bill at the earliest practical and 
feasible time, and to file a schedule for approval of the 
Commission in this docket setting forth the time reguired 
for planning and engineering of said service, the time for 
ordering and receiving delivery of necessary equipment for 
such service, and the date for placing said service into 
operation, inclu~ing a report of the estimated cost of such 
additional equipment and service, and the saving in expenses 
anticipated from elimination of operator service, billing 
service and other costs of providing the present toll 
service between Durham and chapel Hill, and to file such 
schedule and rP.port vith the commission on or before 
June 30, 1971. 

2. That the Petition of Triangle Telecasters, Inc., for 
toll-free extended area service between Raleigh and Durham 
and between Raleigh and Chapel Hill is hereby deferred at 
the present tiffle, without prejudice to a continuing interest 
in such extended area service and a further reviev upon the 
Commission's ovn motion or upon motion of any interested 
party vhen the toll usage by general customers in said 
exchanges indicates a sufficiently high percentage of use to 
justify full cost studies for polling the custom~rs in said 
exchanges to determine the willingness of customers to pay 
the added cost of such service; and in considering such 
costs, tbe Commission vill consider any new or aaditional 
cost factors not heretofore considered in such toll-free 
extende~ area service studies vhich are deemed just and 
reasonable, including consideration of the difficulties 
inherent in attempting to rei11burse the defendants for 
increasing tolls lost from use of said service in connection 
vitb said service betveen Raleigh and Durham and Baleigh and 
Chapel Hill. The commission will, in addition to toll-free 
extenaed area service, consider modified versions of foreign 
exchange service and reductions in direct distance dialing 
toll charges to meet the needs of customers in a developing 
economic area in the Research Triangle region. 

3. That the defendant General Telephone Company of the 
Southeast is directed to report to the commission the 
schedule upon vhich it could install toll-free extended area 
service betveen Durham and Hillsborough, including the time 
required to co mp lete engineering plans for such service, the 
time for ordering and receiving delivery of necessary 
equipment for such service, and the time required for 
installation of such equipment and placing such service into 
operation, together vith estimates of the cost of such 
installation and the sayings in operator costs, toll billing 
and other expenses in operation of such service under the 
present toll service, and General Telephone company of the 
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Southeast is hereby directed to shov cause in such report, 
if there be such cause, vhy it should not begin to place 
such project into operation at the earliest time consiste,nt 
with such time schedule, and to file such report with the 
corn.ission on or before June 30, 1971. 

4. That this docket shall remain open for the receipt of 
the schedules and reports required herein as to toll-free 
extended area service between Durham and chapel Bill and 
between Durham and Hillsborough. and for continued 
consideration by the staff, the defendants, the 
complainants, and intervenors as to the need of and the 
feasibility of toll-free service between Durham and Raleigh 
and Chapel Hill and Raleigh, and to receive such further 
reports or motions as to proposed revisions in the method 
for computing the additional monthly rate required for such 
toll-free extended area service, including equitable 
treatment of the increased toll revenue from toll service in 
the area in recent years, so that the present formula 
requiring that such toll revenue be replaced by additional 
■onthly station rates shall reflect a fair and equitable 
meanf of adiusting such increased toll revenues in the 
graving Research Triangle service area, so that such 
increased toll revenues do not present a bar to toll-free 
extended area service through constantly increasing monthly 
station cb.arges to offset su·ch constantly increasing toll 
revenue. 

ISSUED BY ORDER OF THE COftftISSIOR. 

This 21st day of ,pril, 1971. 

(SE AL) 

NORTH CAROLINA UTILITIES C088ISSION 
Katherine ft. Peele, Chief clerk 

DOCKET NO. P-89, SOB 2 

WELLS, COf!KISSIONER, CONCDRR.IHG IN PART A.ND DISSENTING IN 
PART: The m<1 jority order includes findings and conclusions 
vhich will help to improve telephone service between the 
Fesearch Triangle communities of Rale1.gh, Durham and chapel 
Hill, and between Durham and Hillsborough, directing General 
Telephone Companv and the Chapel Rill Telephone Company to 
proceed forthwith with the planning and installation of 
extended are~ service between Durham and Chapel Hill and 
directing General Telephone company to proceed vith planning 
and installation of extended area service between Durham and 
Hillsborough. 

'I do not feel that the majority order has gone far enough 
in solving the probl.em, and it is my opinion that the time 
has arrived vhen the commission should proceed to institute 
reauced · toll rates between Raleigh and Durham and Ral.eigh 
and chapel Hill. The record indicates tha·t the volume of 
toll calls between these communities is growing at a very 
rapid pace. The testimony of Hr. Chase vould indicate that 
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the elimination of tolls between these communities would 
even more sharply accelerate the volume of these calls. 
This indicates to 111e that although the time may not nov be 
right for toll-free calling between Raleigh-Durhao and 
Raleigh-ch~pel Hill, the companies could well afford to 
sharply reduce the present toll rates and still, principally 
by increased volume of toll calling, not lose any money, and 
at the same time provide a greatly improved service. 

The present basic toll rates between Raleigh and Chapel 
Rill are: (1) Station calls - S.35. (2) Person calls 
$.65. 

The present basic rates between Raleigh and Durham are: 
(1) S~ation calls - S.JO. (2) Person calls - $.60. 

The above stated rates are for three (3) minute calls, 
vhetbei- or not the calls are directly dialed or are operator 
assisted. There are no Direct Distance Dialing rates 
applicable to calls between Raleigh-Chapel Hill or Raleigh­
Durham. In my opinion, the record indicates that the 
reducing of the basic station call rate between Raleigh and 
chapel Hill and between Raleigh and Durham should be reduced 
to 15it for DDD calls (without operator assistance) and to 
25it for operator-assisted calls. such rates vould enable 
and encourage persons vho have need of telephone 
communications between these communities to use this type of 
communication (and the related facilities) frequently, and 
vould go far in the direction of solving the problem so 
carefully and effectively pointed out by the complainant in 
this proceeding. 

It is my hope that the commission will, in fact, pursue 
this docket to the end that, pending extended area toll-free 
service between all of the Triangle com111unities, sharply 
reduced toll rates can be utilized to accomplish the purpose 
of better telephone communications and the overall economic 
development of these communities and the surrounding area. 

Hugh A. Wells, commissioner 
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DOCKET NO. W-303 
DOCKET NO. V-303, Sub 1 

BEFORE ~H~ NORTH CAROLTNA UTILITIES COM.ftISSION 

In the Matter of 
Application hy Associated Utilities, Inc., ) ORDER 
1530 South College ~oad, Wilmington, North ) GRANTING 
Carolina, for a certificate of Public conven-) CERTIFICATE 
ience and Necessity to Provide water Service ) OF PUBLIC 
in Monterey Heights Subdivision, Nev Hanover I CONVENIENCE 
County, North Carolina, and to Provide Water ) AND 
and Sewer Utility Service in Walnut Hills ) NECESSITY 
Subdivision, Nev Hanover County, North ) 
Carolina, and for Approval of Rates ) 

HEARD IN: The Commission Hearing Room, Raleigh, North 
Carolina, on June 17, 1971 

BEFORE: commissionet's Marvin R. Wooten (Presiding) , 
John w. ~coevitt and "iles H. Rhyne 

APPEI\RANCES: 

For the Applicant: 

James H. Perguson 
l\ttorney at Lav 
Post Office Box 504, Wilmington, North Carolina 

For the Commission Staff: 

f'laurice v. Horne 
Assistant commission Attorney 
Post Office Box 991, Raleigh, North Carolina 

No Protestants 

BY TH'E COMMISSION: On April 'J, 1971, Associated 
Utilities, Inc .. , hereinafter referred to as "Applicant", 
1530 south college Road, Wilmington, North Carolina, filed 
with the Commission an application for a certificate of 
Public Convenience and Necessity to provide vater service in 
ftonterey Heights subdivision, New Hanover county, North 
Carolina, and to provide water and sever service in Valnut 
Hills subdivision, Nev Hanover County, North Carolina, and 
for approval of rates. 

The Commission, being of the opinion that the application 
affects the interest of the consuming public in the areas 
proposed to be served by the Applicant and that the public 
should have an opportunity to intervene or protest the 
application, if it so desired, set the matter for public 
hearing on June 17, 1971, and required that notice of 
hearing be published by the Applicant. The hearing was held 
at the tillle and place specified in the Commission •s order of 
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Kay 4, 1971. uo one appeared at the hearing to protest the 
application and no protests vere filed. 

The evidence offered by the Applicant indicates that it is 
a duly organized and existing corporation under the laws of 
the state of North Carolina, having been incorporated on 
January 28, 1971, and is authorized under its corporate 
charter to engage in the construction and operation of vater 
and sever systems: and th.at the Applicant pcoposes to 
provide water service in Monterey Heights Subdivision and 
vater and sever secvice in Walnut Hills Subdivision. 

lf'ith respect to !'fonterey Heights subdivision, Applicant's 
evidence indicates that as of the date of the hearing six 
(6) residential customers vere being provided water service 
at no charge; that said subdivision contains approximately 
354 lots which ultimately may be developed within an 
approximate seven year period bot that immediate development 
plans for said snbdi vision an tici pate the development of 
approximately 90 lots with 47 houses presently under 
construction. Monterey Heights Subdivision is approximately 
10 miles south of: the municipal limits of llilmington, North 
Carolina, and the nearest public utility water system to 
said subdivision is approximately 5 miles. Applicant's 
eviaence was presented principally through Mr. R. c. Fowler, 
President of Associated Utilities, Inc., who testified that 
Applicant's total investment in the ~onterey Heights 
Subdivision is approximately $35,162.84 and that projected 
expenses for the operation of the water system for the 
12-month period ending June 30, 1972, amount to $11,623. 
Br. Fowler further indicated that he is President of R. c. 
Fowler Properties, Inc. , a North caro1ina corporation which 
is developing both Monterey Heights and Walnut Hills 
Subdivision. 

Applicant •s evidence further indicates that the vell sites 
and the water distribution system with respect to both 
subdivisions have been approved by the State Board of 
Health, and the sever system in Ralnot Hills Subdivision has 
been approved by the Department of Water and Air Fesonrces. 

With respect to the Walnut Hills subdivision, Applicant•s 
evidence indicates that said suhdivision is located 5 miles 
northwest of Wilmington, North Carolina, ana that the total 
investment in said water system is $40,874.98 and the 
investment in sever system. is $133,575.70. Applicant•s 
exhibits proiected its expenses for the 12-months period 
ending June 30, 1972, for both the vat.er and sever systems 
in Walnut Hills subdivision as amounting to approximately 
S26, Q48. The Applicant has employed fl!r. Jerry Pox to 
provide maintenance service on a continuing basis to both 
subdivisions involved in this application. 

Both 
herein 
E. J. 
charge 

of the proposed water systems and the sever system 
as indicated on Applicant's exhibits vere designed by 
Matzk·e, Professional Engineer. Applicant proposed to 
tbe following rates for water and sever services: 
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~ONTEREY_!!llill!TS SUBDIVISION 
WAT ER RATE SCHJl~Q!,~ 

(l'l.inimum) 
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!mfill.!L.B!!] (Residential Service) 
First 3000 qallons per month 
Next 5000 gallons per month 

- $3.50 
• 60 
.40 All over 8000 qallons per month -

per 1000 gallons 
per 1000 gallons 

COliJiECTION £!!A!!.~~a - $2.50 per 3/!J inch house connection. 

Rl!CON11ECTION CHARO.ES - NCUC Rule R7-20(fl - $4.00 
NCUC Rule R7-20 (g) - $2. 00 

]!~S DUE 10 Days after date rendered. 

PE!!_!ll! of 10% may be added after due date. 

li~I.NU!_l!lI,LS SOBDIVISIOB 
QATE~ ANt)JEVER RATE SCHEDTTLE 

~ll~_f!!E (Residential Service) 
First 3000 gallons per month 
Next 5000 gallons per month 
All over 8000 gallons per month 

- $7.00 (Ninimum) 
1.20 per 1000 gallons 

• 80 per 1000 gallons 

£QJ!!ECTION_J;RAR~B~ - $250 per 3/ij inch house connection 
(water) 
$550 per 4 inch house connection 
(sever) 

ll£QNNECTION £!!!,B.~]~ - NCUC Rule R7-20(f) - $q.QQ 
NCUC Rule R7-20(g) - $2.00 

BTl,lS DUR 10 Days after date rendered. 

fg,NALTY of 10% may be added after due date. 

rt vas stipulated at the hearing by counsel for the 
Applicant an~ the Commission Staff and upon motion by the 
Applicant, that the originally filed tariff schedules for 
both subdivisions be amended in tvo particulars: (1) the 
prov1s1on in both tarif.(s stating that npenalty of 101 may 
be added after due daten vould be stricken from said tariff 
schedules~ (2) inasmuch as Hr. Fowler testified that neters 
have not been installed in either of the two subdivisions, 
it vas stipulated that Applicant.•s tariff be amended to 
insert a provision that the minimum rates shown in each 
schedule would be charged until such time as all residential 
users in a particular subdivision involved would have 
installed an<i ::unctioning on their premises a water meter. 
Thereafter, if the application herein vere to be approved by 
t.he Commission, the tariff as othervise filed relating to 
metered rate for vatei: and sever services respectively in 
the two subdivisions would be charged .. 

Based upon the evidence adduced at the hearing• the 
application and exhibits filed by the ~pplicant and enterea 
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into the 
respect to 
folloving 

WATER AND SEWER 

record of this proceeding, fhe Com11ission, vith 
e3.ch subdivi'sion stated separately, 11akes the 

FINOINGS OF HCT 

MONTEREY HEIGHTS 

(1) That the Applicant, Associated Utilities, Inc., is a 
duly organized and existing corporation under the lavs of 
the State of North Carolina, vith its registered office at 
1530 South College Road, Nev Hanover County, North Carolina. 

(2) That the area for vbich the Applicant proposes to 
provide vater service is for Monterey Heights Subdivision, 
Rev Hanover County, North Carolina .. 

(3) That the Applicant is presently serving 6 residential 
water customers at no charge in said subdivision. 

(4) That the Applicant proposes to provide vater service 
to approximately 354 customers for compensation upon 
completi"On of the subdivision's development. 

(5) That the plans for the vell site and the proposed 
vat.er distribution system have been approved by the State 
Board of Health. 

(6) That the Applicant's investment in vater system in 
Aonterey Heights Subdivision is $35,162.84 and its pr.ojected 
expenses for the 12-months period ending June 30, 1972, 
amount to approximately !11,623. 

(7) That the rates for water service proposed by the 
Applicant to be charged tn said subdivision are just and 
reasonable except that portion of Applicant's proposed 
tariff vhich relates to penalty of 10% which may be added 
after IJ.ue 1.ate, said provision upon stipulation by counsel 
having been deleted from Applicant's originally filed 
tariff. 

(8) That Applicant• s originally filed tariff should be 
further amend~d as hereinafter ordered to -reflect charges by 
the Applicant on an unmetered basis as being authorized by 
this Ord.er inasmuch as meters have not been installed 1.n 
said subdivision, said charges being authorized herein until 
such time as all residential users are provided with water 
meters, after which time Applicant should be authorized to 
charge the rates as set forth in the originally filed tariff 
as relat:ed to "metered rates" .. Until such time a~ meters 
are installed and made functional, the Commission finds that 
~he Applicant should be authorized to charge only a flat 
rate as hereinafter provided .. 

(9) That the water 
Subdivision was designed 

. EngiTieer .. 

system 
by E • 

for Monterey Heights 
J.. l'tatzke, Professional 
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(10J That the Applicant is financially 
able to provide the service it proposes 
basis. 
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willing, ready and 
on a continuing 

(11} That public convenience and nec~ssity requires or may 
require vater service by the Applicant in Monterey Heights 
Subdivision. 

WJ1,LNUT HILLS SUBDIVISION 

(1) That. the Apnlicant, Associated Utilities, Inc., is a 
duly organized an~ existing corporation under the lavs of 
the State of North Carolina, with its registered office at 
1530 south college Road, Nev Hanover county, North carolina. 

(2) That the area for which the Applicant proposes to 
provide water and sewer service is ialnut Hills Subdivision, 
Nev Hanover County, North Carolina. 

(3) That the Applicant proposes to 
water and sewer service to approximately 
compensation upon completion of 
development. 

ultimately provide 
288 customers for 
the subdivision's 

(4) 
of the 
by the 

'l'ha·t Applicant's plans for the well site and design 
proposed vater distribution system have been approved 
state Board of Health. 

(5) That !\pplicant's plans for the proposed· sever system 
have been approved hy the Department of lfater and Air 
Resources. 

(6) That A.pplicant. 1 s investment in its water system for 
said subclivision is $110,874.98. 

(7) That ~pplicant•s investment in its sever system foL 
said subdivision is $133,575.70. 

(8) That. Applicant•s pr_ojected expenses for the 12-month 
period endinq JunP 30, 1972, for both water and sewer 
services amount to apfroximately !26,448. 

(9) That the rates for water and sever services proposed 
by the !\pplicant to be charged in said subdivision are just 
and reasonable except that portion of Applicant's proposed 
tariff which relates to pena'lty of 10'1 which may be added 
after due date, said provision upon stipulation by counsel 
having been deleted from Applicant's originally filed 
tariff,. 

(10) That Applicant's originally filed tariff should be 
further amended as hereinafter ordered to reflect charges by 
the Applicant on an unmetered basis as being authorized by 
this Order, inasmuch as meters have not been installed in 
said subdivision, said charges being authorized herein until 
such time as all residential users are provided with water 
meters, after which time Applicant should be authorized to 
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charge the rates as set forth in the originally filed 
as relates to "metered rates".. Until such time as 
are installed and made operational. the co■aission 
that the Applicant should be authorized to charge 
flat rate as hereinafter provided. 

tariff 
meters 

finds 
only a 

(11) That 
designed for 
Engineer. 

both the vat.er 
walnut Rills by 

system 
E. J. 

and sever system vere 
Pia tzke. Professional 

(12) That the Applicant is 
able to provide the service 
bas is. 

financially willing, ready and 
it proposes on a continuing 

( 13) That public convenience and necessi t.y requires or may 
require water and ~ever service by the Applicant in Walnut 
Rills Subdivision. 

Based upon the foregoing Findings of Fact, the commission 
makes the fellowing 

CONCLUSIONS 

The commission concludes that public convenience and 
necessity requires or may require water service by the 
~pplicant in ~onterey Heights Subdivision and water and 
sever service in Walnut Hills subdivision, both being 
located in Nev Hanover County, North Carolina. The 
commission further concludes that the Applicant is willing, 
ready and ahle to provide vater and sever service to the 
areas described in its application on a continuing basis and 
that a certificate of Public convenience and Necessity 
should be issued to the ~pplicant in order that it might 
provide the above mentioned services to said subdivisions 
and concludes that the schedule of rates proposed by the 
Applicant as hereinafter modified and set forth in Appendix 
A attached hereto, is just and reasonable and should be 
approved. 

IT ts, THEREFORE, ORDERED as follows: 

( 1) That Associated Utilities., Inc .. • be, and the same 
hereby is, granted a certificate of Public convenience ana 
Necessity to provide vater service to ~onterey Heights 
Subdivision and water and sever sec-vice to Wal.nut Rills 
Subdivision, both subdivisions being located in Nev Hanover 
county, North Carolina. 

(2) That this order shall constitute said certificate of 
Public Con·venience aµd Necessity. 

(3) That the books and records of the Applicant shall bE 
kept in accordance vith the uniform systems of accounts 
established by the commission for water and sever utilities. 

(Q) That the schedule of rates attached hereto as 
Appendix A are hereby deemed to be a tariff filed pursuaUt 
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to G.S. 62-138, vhich said tariff schedules are hereby 
authorized to beco■e effective on one day's notice. 

(5) That the App licant file a verified written report 
vith the Co■mission fifteen (1~ days prior to charging 
■etered rates as set forth in Appendix A in either 
subdi't'ision involved in this docket, clearly indicating that 
■eters have been installed for all residential users and 
have been ■ade operational and setting forth the date vhich 
Applicant proposes to begin charging rates on a ■etered 

bas is. 

ISSUED BY OR DER OP TRE COl'IIHSSIO!f. 

This 25 th day of June, 1971. 

BORTH CABOLIBA UTILITIES COl'll'IISSIO! 
(SEU) Katherine I!. Peele, Chief Clerk 

"APP Elf DU A" 
DOCUT BO. lJ-303 

DOCICET lfO. lf-303, SOB 1 
ASSOCIATED UTILITIES, nc. 

l'IO!fTEREY HEIGHTS SUBDIVISION 

VAT!R BAT! SCHEDULE 

•Ull'l!TBRBD RA!~ (Residential senice) 
First 3000 gallons per ■onth - SJ.SO (flat rat~ 

!llll~!! (Residential service) 
First. 3000 gallons per month 
Next 5000 gallons per ■onth 

- SJ.SO (l'lini■u~ 

All over 8000 gallons per ■onth -
• 60 per 1000 gallons 
.40 per 1000 gallons 

COlfl!CTIQL9!.!.RliJ~: S2SO per 3/4 inch house connection. 

~~.!ll£Il~LC.!!!g~]~: lfCUC Rule B7-20(f) - S4.00 
BCOC Rule 87-20(~ - S2.00 

llLLS DO]!: 10 days after date rendered 

IIAUUT HILLS SUBDIYISIOI 
VAT!R ABO SEWER RAT! SCHEDULE 

•Op!!T!PE.lLl!!II (Residential Service) 
First 3000 gallons per ■onth - S7.00 (Plat rate) 

!!T!REDJ!!!] (Residential Service) 
First 3000 gallons per ■onth 
lfext 5000 gallons per ■onth 
lll over 8000 gallons per ■onth 

- $7. 00 (l!ini■ u■) 
1.20 per 1000 gallons 
.80 per 1000 gallons 

ruP!CTIO! CRARG~~: S250 per 3/4 inch house connection 
(vat er) 
SSSO per 4-inch house connection 
(sever) 
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RECONNECTION CHARGES: NCOC Rule R7-20(f) - $4.00 
NCOC Rule R7-20(g) - $2.00 

ll!:.1Llll~: 10 days after date rendered 

• Associated Utilities, Inc. is authorized to charge this 
unmetered rate until such time as meters are installed and 
made functional on the premises of all customers; 
thereafter., Associated Utilities, Inc. is authorized to 
charge the rates on a metered basis as set forth above. 
~eters must be installed and functioning in a subdivision 
for all residential customers before Associated Utilities, 
Tnc. may charge rates on a metered basis to any customer. 

DOCKET NO. W-300 
DOCKET NO. W-300, SUB 1 

BEFORE THE NORTH CAROLINA UTILITIES COH~ISSION 

In the Hatter of 
Applications by Beech nountain Utility 
company, Beech Mountain, Watauga 
county, North Carolina, for a Certifi­
cate of Public Convenience and Neces­
sity, to Provide water utility Service 
in the Beech r,:ountain Development, 
Avery and Watauga Counties, North 
Carolina, anrl the Linville Land Harbor 
Development, Avery county, North 
Carolina, and for Approval of Rates 

RECO~~ENDED ORDER 
GRANTING CERTIFI­
CATES OF PUBLIC 
CONVER IENCE A ND 
NECESSITY, AND 
A PPMVING RATES 
IN PART 

HEARD IN: Hearing Room 
Building, one 
North Carolina, 

of the commission, Ruffin 
west Norgan Street, Raleigh, 
on nay 14, 1971 

BEFORE: Hearing Examiner William Anderson 

APPE~IUNCES: 

For the Applicant: 

!'Ir. Glen B. Hardy.man 
Kennedy, covington, Lobdell & Rickman 
1210 N.c. National Bank Building 
Charlotte, North Carolina 

For the Protestants: 

!!r. Charles w. Blanks, Jr. 
Blanks·construction co., Inc. 
P. o. Box 350, Henderson, North Carolina 
(For Himself and as Spokesman for 
Beech ftoantain Home Owners• Association) 
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For the commission 5 taff: 

!'!r. Maurice w. Horne 
Assistant commission Attorney 
North Catalina Utilities commission 
Ruffin Building, Raleigh, North Carolina 
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ANDERSON, HEARING EXAI'IINER: These t VO proceedings are 
before the Commission pursuant to Applications in vhich the 
Beech 11.ounta·in Utility co111pany, Beech !fountain, Watauga 
County, North carol in a, for certificate of Public 
·convenience and Necessity, to provide public utility water 
service to Beech l'i ountain Development in A very and Watauga 
Con nties, North carol ina, and to Linville Land Harbor 
Development, Avery county, Horth Carolina, and for approval 
of rates. 

The Commission's Staff reviewed the Applications and the 
Commission, beinq of the opinion that the Applications 
affect the interest of the consuming public and that the 
public should have an opportunity to intervene or protest 
the Applications, set the matters for hearing and required 
that public notice be given. The matters came on for 
hearing at the scheduled honr in the commission Hearing 
Room, Ruffin Building, one West ~organ street, Raleigh, 
North Carolina, at which time they vere consolidated for 
hearing, by stipulation of counsel. 

The Affidavit of Publication and certificate of Service" 
were duly filed indicating that the requisite public notice 
was given in Th~ R~taug~ ~fil!!.Q£~ and !h~ A!:~[Y ~rn~l-

At the hearing the Applicant vas represented by Kr. Glen 
B. Hari1ymon and offered as witnesses Plr. James R.. Hunter, 
III, Treasurer of the Applicant, Kr. Leonard F. Bloxam of 
the consulting firm Freeman and Associates, and Kr .. Kenneth 
E. Winebarger who supervises maintenance and operation of 
the systems. Mr .. Charles v. Blan~s, Jr., President of Beech 
l'tountain Home owners• Association appeared to voice the 
protests of his Association. 

nr. Hunter testified ·generally as to matters in the 
verified Apolication and particularly described the 
corpocate structure and the nature of the operations. BeeCh 
Kountain Utility company vas chartered as a Nocth Carolina 
corporation in- 1969. A subsidiary of Carolina Caribbean, 
the utility plant was transferred to Beech ~ountain Utility 
Company in March, 1971, at original cost. Re testified that 
the caµitali'l:ed costs of caroli·na Caribbean corporation and 
the contributions in aid of construction vere transferred to 
Beech Kountain Utility Company. He testified that the 
~pplicant did not anticipate that profitable operations 
could· take place until after ·approrimately 9 years, and that 
operating losses vill be reported ·on a consolidated return 
v it h Carolina Caribbean corporation. Fut ore expansion 0£ 
the utility systems vill be constructed by the Carolina 
Caribbean corporation's utility construction crev and the 
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capitalizati,:,n will subsequently be transferred to the 
utility. 

Plr. Hunter explained that the home owners originally 
contrihutP.d to thP. development. of the utilities by a capital 
contribution in the form of a contractual assessment. !'Ir. 
Hunter testified that in November of 1970. Carolina 
Caribbean Corporation instituted an annual assessment of 
$60.00 vhich vas hilled for one quarter. He explained that 
Beech Mountain Utility Company would not continue such a 
policy and proposed to apply the amount obtained in that 
fashion against future billing. or to return it to the 
customers in the form of a direct refund if such is 
requested. Re testified that Beech ~ountain Utility company 
also proposes to discontinue the assessment for initial 
development of the utility, but rather that the cost of 
development of roadsr vater and sever plant vill in the 
future be built into the sale price of a particular lot. 

!"Ir. Kenneth Winebarger, who supervises maintenance and 
operation of the Beech !"lountain CJtilitYr testified generally 
as to the utility operations. Re testified further that 
Beech Mountain Utility company at the date of the hearing 
provided service for five or six customers beyond the number 
indicated on the Application and that hilling permits had 
been issued for an additional 38 nev residences since 
January 1. 

l!r. Leonard P. Bloxam of the consulting firm Freeman and 
Associates testified that his firm vas called in to redesign 
and rebuild the system after it had been begun. He 
e:rplained that the Beech !'fountain Utility System was 
expensive to build because of the difficulty of laying 
distribution lines in a strata which vas 100, rock. He 
testifieil that the distribution system as it is nov 
constructed is adequate to s~rve the entire anticipated 
population at full development of 15,000 people. ftr. Bloxam 
testified that the utility is not feasible todayr but that 
the proposed rates would make it feasible at 75% 
development. 

ftr. Tom Dixon of the Commission Engineering Staff, Gas and 
R'a ter Di vision, testified that he had 111.ade a personal 
inspection of the system and that in his judgment it 
appeared to he designed and constructed in such a manner as 
to provide adequ~te service. 

ftr. Charles 11. Blanksr Jr.r President of the Beech 
Mountain Home owners' ~ssociation, appeared to protest the 
proposed rate schedule. Mr. Blanks testified as to the 
assessments previously paid by the home ovners as 
contributions to capital: he testified that in addition to 
the initial development assessment the owners have paid an 
additional flat fee of $225 for vater and sever service 
laterals. /'Ir.. Blanks opposed the rates as being too high in 
themselvesr and also as being higher than rates charqed by 
various municipalities for water service. He vas instructed 
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by the Ex~miner that the latter was not a relevant 
r.onsider11tion. 

~ased upon evidence adduced at the public hearing and 
evidence submitted in the verified Applications , the Hearing 
Exa•iner makes the following 

PIIIDINGS OP' PACT 

1. The ,pplicant , Beech ~untain Utility Company, a 
North Carolina corporation , incorporated on 8 Januarv 1969, 
is a suhsil1iary of Ca r olina Caribbean corporation and is 
currPntly nrovidinq public utility water service to 
approxi11c1tely 2Q0 residential customers and 5 co■•ercial 
c ustomers in BePch nountain Developaent and 125 residential 
customers in T.invi lle Lan/1 Harbor DeTelop11ent. 

2. The ,oplic ant•s office is located at Beech nountain, 
Watauga county , 'forth Carolina: it beqan providing public 
utility water service on 17 ~arch 1971. 

3. Reech "ountain Development in Avery and Watauga 
Counties is located approximately 4 miles fro■ the City of 
Ranner Elk, ad1~cent to Highway t133 0 and Linville Land 
Harbor Development in Avery County, North Carolina, is 
located approximately II miles adjacent to Highway t221. 

4. The water system has been adequately designed and 
constructed so as to provide adequate water service for 
residential an-! commercia l consumption and for fire 
protection in Beech "ountain Development, and to provide 
adequate residential water service in Linville Land Harbor 
Development. 

5. The ,oplicant proposes to provide public ntility 
water service in Beech nountain Development at the following 
ratEs for Residential Service: 

WATER RATE SCHEDULE 
R'fSTDENTUL SERVICE 

net. ere ~.JL~.t~ 

I' irst 3,000 gallons at ~- 20 per 100 ga lions - ~6. 00 
minimum 

Next 1,000 gallons at • 19 per 100 gallons 
Next 2 ,000 gallons at • 18 per 100 gallons 
lfe1t ,. , 000 gallons at • 17 per 100 gallons 
1Je1t 2 ,000 gallons at • 16 per 100 gallons 
llext 2 , 000 gallons at • 15 per 100 gallons 
All over 12 , 000 gallons at • 14 per 100 gallons 

£21! p ecti on._fhil!I!Hl 

A flat connecti on fee for all residences in the amount 
$175.00 covers book-up, installation of meter and pressure 
reducing •a he if required. 
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6. The Applicant proposes to provide public utility 
vater service for Linville Land Harbor Development according 
to the following resiflential service rate schedule: 

WATEP RATE SCHEDULE 
RF.SIDENTIPiL SERVICE 

Recreational Vehicle Sites - $4.00 per month 
Romesites - $6.00 per month 

Connection Char~~§ 

l\ connection charge will be charged all purchasers. This 
connection fee vill be computed on a cost of connection 
plus ten per cent (101) basis. The marimum charge will be 
$150.00; 

7. As is indicated in the Amended Exhibit Fin Docket 
No. W-300, the Applicant anticipates that the annual revenue 
at the proposed rates troro. the c11rrent 282 residential 
consumers vould amount to $20,304; this figure reflects an 
assumption that 'the average customer vill pay only the 
mini~um monthly rate [282 X $6.00 X 12 = $20,304). 

B. The onlv consumer witness present, ftr. Charles 
Blanks, Jr., President of the eeecb ftountain Home Ovners' 
Association, anticipates that his monthly water consumption 
will be 6,000 qallons per month for 9 months and 7,000 
gallons per month for 3 months, which vould result in a 
monthly bill of t11.so for nine months and $13.20 for the 
remaining 3 months. If this individual's anticipated water 
consumption is representative of the other consumers, then 
it would appear that the anticipated annual revenue from 282 
residentia 1 customers would be $44,668.80 rather than the 
$20,304 as anticipated by the Applicant. 

9. The 1epreciation expense figure in the Applicant's 
Amended Exhibit F, Docket No. w-300, Pro Forma rnco~e 
Statement, 12 ttonths Ended !arch 31, 1972, is $33,000, which 
vas derived by depreciating the original cost of the entire 
utility plant. 

10. The Applicant•s Amended Exhibit D commingles the 
water and sewer assessments in the Contribations in Aid of 
Construction account so that it is impossible to determine 
vhat amount should be deducted from vater utility plant rate 
base, and what amount should be deducted from the allowable 
depreciation. 

11. The proposed rate schedale for providing public 
utility vater service to tinville Land Harbor Development, 
as same is supported by the Amended Exhibit p in Docket 
No. w-300. Sub 1, and other exhibits attached thereto. is 
just and reasonable. 
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whereupon the Hearing Examiner reaches the folloving 

CONCLUSIONS 
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The North Carolina Public Utilities Act requires that the 
water service which the Applicant provides Beech Mountain 
Development and in Linville Land Harbor Development be 
provided by~ duly certificated public utility. The water 
systems vere developed pursuant to a public need for 
subdivision water supplies in the tvo locations. The 
~pplicant has demonstrated overwhelmingly its fitness, 
willingness and ability to provide public utility water 
service in Beech ~ountain Development and in Linville Land 
Harbor Development and to do so in accordance vith the 
mandates of law and Commission rules. A Certificate of 
Public Convenience and Necessity should therefore issue 
immediately for the Applicant to provide said water service 
in totb locations. 

The rates proposed to be charged in Linville Land Harbor 
Development are ;ust and reasonable and are supported by the 
data submitted in the verified Application and adduced at 
the public heacing. 

The Beech ,ountain Development Application, Docket 
Ho. W-300, presents the situation of a million dollar system 
serving less than 300 customers, theceby raising some 
questions as to excessive margin. It also presents the 
question of whether the anticipated water consumption and, 
therefore, anticipated annual revenue, is substantially 
understated vhile the d~preciation expense may well be 
overstated because of the possible inclusion of depreciation 
expense amounts attributable to that excessive margin. The 
rates which the Applicant proposes to charge in Beech 
P!ountain DP.Velopment may, in fact, be ultimately 
demonstr~ted to be ;ust and reasonable, but the Hearing 
Examiner is of the opinion that the record in this docket 
does not adequately answer tbe above-stated questions and, 
therefore, ioes not establish those rates to be just and 
reasonable. 

The Hearing Examiner concludes that the anticipated annual 
operatinq revenues derived from metered sale of water to 
residential Customers should not, without further 
corroboration, be'accepted as being $20,304 (which reflects 
an average ~onthly consumption at the minimum rate only, in 
contrast to the water consumption described by the only 
public witn~ss who testified that his consumption would be 
t.vice the minimum, at least). The Hearing Examiner 
concludes that the Applicant should submit a study 
indicating the actual metered water consumpticn of its 
customers, in order that the 1\pplic.ant may thereby 
corroborate its anticipated revenue figure, if in fact such 
a study does corroborate the figure. 

The Hearing Examiner further concludes, in viev of the 
testimony of the Applicant's consulting engineer that the 
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current investment in water utility plant includes a 
distribution system sufficient to serve 15,000 persons, that 
the entire value of the water utility plant to date, 
$892,694.24, should not be included in rate base or be 
reflected in the depreciation expense; the Bearing Examiner 
concludes, however, that. t.he record does not establish with 
certainty what amount of the gross investment should be 
considered to be excessive plant margin- The Examiner 
concludes, therefore, that the Applicant should submit 
evidence from which the Commission may conclude what portion 
of tlie water utility plant is actually 11 used and useful in 
providing t.he service to the public." [G.S. 62-133(b) {1) J. 
The Applicant should further break dovn its Contributions in 
Aid of Construction figure so as to indicate vhat portion of 
that figure is properly attributable to the water system 
alone. 

For the reasons st:ated above,. the Hearing Examiner 
concludes (1) that the Applicant should be issued a 
Certificate of Public Convenience and Necessity to provi~e 
public utility vater service in the two service areas set 
out in the Applications; (2) that approval of the rates to 
be cbarged in Linville Land Harbor Development should be 
granted immediately; (3) that approval of the proposed rates 
to be charqed in Beech ~ountain Development should be 
withheld until the record is supplemented so as to establish 
the jastness and reasonableness of the proposed rates; and 
(llJ that as an interim measure the Applicant should be 
allowed to cbarge the minimum $6 .00 per month (which 
according to the Amended Exhibit Fin Docket No. W-300,. is 
all the revenue that Applicant anticipates receivinq anyway) 
until such time as the late exhibits have been filed and 
further Order of the commission has been issued. 

In viev of the evidence in the record to the effect that 
the Applicant is also providing public utility sewerage 
service, the Hearing Examiner further concludes that the 
Applicant should, at the earliest possible date,. file its 
Application for a Certificate of public Convenience and 
Necessity to provide such service. 

IT rs, THEREFORE, ORDERED: 

1. That the Applicant, Beech ~ountain Utility company,. ~ 
duly chartered North Carolina corporation, is hereby issued 
a Certificate of Public Convenience and Necessity to provide 
public utility water service in Beech ~ountain Development 
and in Linville Land Harbor Development. 

2. That this order,. shall in itself,. constitute said 
Certificate of public Convenience and Necessity. 

3. That the Schedule of Rates for Linville Land Harbor 
Development attached hereto and made a part hereof is hereby 
approved and that said Schedule of Rates is hereby deemed to 
be filed vith the Commission pursuant to G.S. 62-138. 
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4. That the Applicant should file vith this Commission 
the information described in the Conclusion above, i.e., 
(1) an actual study indicating the monthly vater consumption 
in Beech ~ountain Development for a reasonable time period; 
(2) an exhibit indicating vhat portion of the vater utility 
plant is currently used and useful in providing water 
service; ana (3) an exhibit indicating the contributions in 
Aid of Construction applicable to the water system. 

5. That Applicant should file with this commission, as 
an amendment to its water Rate Schedule, a water rate for 
Commercial service if the rate for Commercial Service is as 
it appears to he, different from the rate for Residential 
service. 

6. That t.he Applicant may, at its next regular billing 
period, charge the $6.00 monthly minimum to its customers 
for water utility service rendered, and may continue to do 
so on an interim basis until further order of the 
commission. 

7. That the Applicant shall keep its books and 
in accordance with the Uniform system of Accounts 
accordance with such reasonable guidelines 
commission's Accounting Staff may describe. 

ISSUED BY ORUER OF THE COftAISSION. 

This the 1Qth day of July, 1971. 

accounts 
and in 
as the 

NORTH CAROLINA UTILITIES COMPITSSION 
Katherine ft. Peele, chief Clerk 

(SEA!.) 

Plat Rate 
~crea'tional 

Homesites 

APPENDIX A 
DOCKET NO. W-300, SUB 1 

BEECR ~OUN~AIN UTILITY COKP~NY 
LINVILLE !.AND HARBOR DF.VELOPKENT 

WATER RATE SCHEDULE 
FESIDENTIA!. SERVICE 

Vehicle Sites - $4.00 per month 
- $6.00 per month 

con]ection cha.rgg§ 
A Connection charge will be charged all purchasers. This 
connection fee will be computed on a cost of connection 
plus ten p?.r cent (10%} basis. The maximum charge will be 
$150.00. 

Reconnection Charges 
N.c.o.c. Rule R7-20(f) - $4.00 
N.c.o.c. Rule R7-20(gl - $2.00 

Bills~~~= Ten days after date rendered. 
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DOCKET NO. ff-188, SUB 1 
DOCKET NO. W-27Q, SUB Q 

BEFORR THE NORTH CAROLINA UTILITIES COHHISSION 

In the Matter of 
Docket No. W-188, Sub ) 

Application of Camelot Development, ) 
Inc. for Authority to Purchase the ) 
Water system owned by Camelot Homes, ) 
Inc., Camelot Subdivision, Wake county, ) 
North Carolina, and for Approval of ) 
!'!et ered Rates ) 

and 
Docket No. W-274, Sub 4 

Application of Heater Utilities, Inc., 
for a certificate of Public convenience 
and Necessity to Provide Water Utility 
Service in Camelot Sttbdivision, Wake 
county, North Carolina, and for 
Approval of Increased Rates 

, , , , 
) , , , 

ORDER GRANTING 
CERTIFICATE OF 
PUBLIC CONVENIENCE 
AND NECESSITY, 
LEA. VING DOCKET 
NO. W-274, SUB 4 
OPEN FOB FURT RER 
ORDER ON RAT ES 

HEARD IN: The Hearing Room 
Building, 1?aleigh, 
1971 

of the commission. Ruffin 
North CarOlina, on August 5, 

BEFORE: Chairman Harry T. 
Commissioners John w. 
Rhyne 

For the Applicants: 

!.'Ir. Hobert T. Hedrick 
l\ttorney at Lav 

'ilestcott (Presiding) , and 
~coevitt and 8iles H. 

3311 North Boulevard 
Raleigh, North Carolina 
For: Camelot Development, Inc. 

Mr. Henry H. Sink 
Parker, sink & Powers 
P. o. Box 1471, Raleigh, North Carolina 
For: Heater Utilities, Inc. 

For the Intervenors: 

,r. William A. Mann 
Herman HOlff, Jr. 
~ttorneys at Lav 
401 Oberlin Road, Baleigh, North Carolina 
For: Intervening Residents of Camelot 

Fort.he Commission Staff: 

Mr. iilliam Anderson 
Assistant Commission Attorney 
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North Carolina Utilities Commission 
Ruffin Building, Raleigh, North Carolina 
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BY THE C01111TSSI0N: After a series of delays and 
continuances, Docket No. 'R-274, sub 4, in the matter of 
Heater Utilities., Irie., for a franchise and approval of 
increase(1 rat.es, and Docket No. W-188, sub 1, in the matt.er 
of Application of Camelot Development, Inc., to purchase the 
vater system owned by Camelot Homes, Inc., vere consolidated 
for hearing by Order issued 8 July 1971. 

On 26 July 1911, Dennis B. Carr, and other property owners 
in Camelot subdivision, Ptak.e county, North Carolina, through 
their attorney, Villiam A. Mann, filed a Petition to 
Intervene in Docket No. V-271', Sub 4.. The Commission 
allowed the intervention by order issued 28 July 1971. 

The matters came on for hearing at the designated time and 
place. The ~ffi~avit of Publication as filed indicates that 
the requisite public notice vas given in !hg li~lgigh Times, 
Raleigh, Nort.h Carolina. 

Heater Utilities, Inc., and Camelot Development, Inc., 
vere represente~ hy counsel. Heater Utilities, Inc., 
offered the t.estimony of Mr. Robert B. Heater, President and 
Camelot DevelopmPnt, Tnc., offered the testimony of !1r. 
D. Warren smith, President of Camelot Development, Inc. 

rtr. smith testified that Ca[llelot Homes, Inc., was a 
different corporation from Camelot Development, Inc., being 
the predecessor in title, owning the property subsequently 
developed as Camelot subdivision and owning the initial part 
of the water system that vas installed when the tract was 
purchased hv Camelot Development, Inc., in September 1964. 

!1r. Robert B. Heat.er testified that Beater Utilities, 
Inc., would be able to provide the people in the subdivision 
"tetter service than they have had in the past .. " P!r. Heater 
characteri-zecl t.he present deficiencies in the system as 
"primarily lack of adequate supervision and lov pressure" 
and testi fieil that these problems Could be alleviated by 
proper supervision. Mr. Heater explainecl that the rates 
which are requested in the ~pplication are based on a study 
of the estimated cost of ooerating the system, plus 
depreciation, and to conform to the rate heretofore approved 
by the commission f.or other systems operated by Beater 
Utilities, Inc. He testified that the estimate'd costs were 
derived from other water utility operationS and that the 
costs charged to the system in the books of Camelot 
Development, Inc., failed to record all costs properly 
attributable t.o water operations. 

rtr. Beater testified that the gross revenue requested is 
based on an estimated average use of 6,000 gallons per month 
per customer. On cross examination by the Commission's 
Staff attorney, !"Ir. Heater explained that all residences in 
the subdivision have meters insta1led and ready for use at 
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the present tiire and that there would be no tap fee chargf!d 
to any existing customer, but that the S135.00 proposed tap 
fee would be charged to any builder or home ovner vho 
subsEquently ordered service from the utility. 

On cross examination by P!r. ffann, attorney for the 
intervening home owners, nr. neater testified as to the 
porcbase price of the vater system, consumption figures and 
proposed operations. nr. Heater further explained that if 
any residence does not have a meter, there vill be a meter 
installation without any connection fee. 

On cross examinat.ion by riir. Jllann, Hr. Smith t.estified as 
to the original cost of the realty, the development costs, 
current FHA and VA appraisals and generally as to the 
details of the proposed transfer. Mr. Smith testified that 
nEitber bi111Self nor any agentS of his, nor real estate 
agents who offered lots for sale in his behalf, have ever 
made re'Presentations that the water supply would be provided 
by Camelot Development company for a perpetual rate of $3.50 
per month. 

The Commission Staff offered into evidence the audit 
report of !'fr. iilliam carter of the Accounting Department 
and the testimony of Mr. Ralph Griffin, Staff Engineer vith 
the Gas and Water Division of the commission Engineering 
Department. !'fr. Griffin described his study, which is an 
original cost study using various land costs, system 
original costs and depreciation. l!r. Griffin determined the 
original investment in water utility plant to be !81, 737. BS, 
as of December 1970. He further made an adjustment for idle 
plant of 15%, stating an investment in utility plant in 
service figure of $69,477.17. MI'. Griffin testified that 
the pro forma operation and maintenance expenses admitted by 
nr. Heater appear reasonable in comparison vith a study 
recently conducted by the commission's Staff of 
representative water companies• operation and maintenance 
expense on a per customer basis for this class of water 
company. Hr. Griffin's exhibit included rate of return 
calculations in which several different rates of return vere 
computed based on different figures resulting from including 
or excluding various possible adjustments. Mr. Griffi,n•s 
testimony indicated that, based on present rates, a negative 
net operating income is obtained and that based on pr~posed 
rates, as applied to an original cost net investment, the 
proposed rate vould result in a rate of return of 4.79% 
before applying 151 idle plant adjustment and 5.971 after 
such an alljustment. 

Appearing as public witnesses vere t1essrs. Dennis Carr, 
Nicholas Bailey, and Donald Strickland. The various public 
witnesses testified that dne to representations, 
11 inplicationr II or ninnuenclo, 11 there was an impression that 
rates were to remain constant, or that future increases 
voula be insubstantial. These witnesses also testified 
regarding service problems including the chemical content of 
the water. 
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Based upon the verified Anplication and the evidence 
adduced at the bearing, the Commission makes the following 

FINDINGS OF FACT 

1. That Camelot Romes, Inc., previously certificated as 
a public vater utility in Camelot subdivision has abandoned 
its franchise in said subdivision. 

2. That Camelot Development, Inc., has provided public 
utility water service in Camelot Subdivision since September 
196Q without ever having obtained a franchise to provide 
such service. 

J. That Camelot Development, Inc., bas entered into ~n 
agreement to transfer its right title and interest in the 
water system in Camelot Subdivision to Heater Utilities, 
Inc., subiect to the approval of this Commission. 

q_ Heater atilities, Inc., is presently certificated as 
a residenth.1 community vater public utility in other 
subdivisions in North Carolina, and is fit, villing, solvent 
and otherwise able to provide s11ch service in Camelot 
Subdivision on a continuing basis. 

5. That certain service problems nov exist 
supply system in Camelot Subdivision, and Heater 
Inc., proposes to take action to alleviate those 

6. That Heater Utilities, Inc., proposes 
metered secvice without additional connection 
customers cucrently served. 

Whereupon the Commission reaches the following 

CONCLUSIONS 

in the water 
Utilities, 

problems. 

to provide 
charge to 

There is a demand and need for public utility water 
service in the service area proposed by the Applicant, vhich 
bas adequately provided such service in other subdivisions. 
The facilities and source of supply which the Applicant 
proposes to operate and improve, and to so improve in 
accordance with the requirements of the commission, will be 
adequate to supply the ceasonable demand of the customers 
for water service .. 

The North Carolina Public utilities Act requires that the 
proposed service be provided by a duly certificated public 
utility subiect to the jurisdiction of 1:his coml!ission .. 
Accordingly, the Co1:1t!l.ission concludes that the proposed 
transfer of the system should be effectuated immediately. 

Heater Utilities, Inc., through its President, !r. Robert 
B. Heater, indicated in his testimony an awareness of 
certain prohlems in the water system. which existed at the 
time of the hearing. Tn addition, there was testimony by 
public witnesses which indicated there may well be problems 
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vith the chlorine content or 
vater. Accordingly, steps 
determine the nature of this 

vi th other chemicals in the 
should be taken immediately to 

problem and to correct it. 

The Commission further concludes that action on tb.e 
requested rate increase must avait the expiration or 
modification of the current Rxecutive vage-price freeze 
order. This matter is, therefore, to tha_t extent left open 
for further action at a later date. 

IT rs, THEREFORE, ORDERED: 

1. That a certificate of Public Convenience and 
Necessity should he, and hereby is granted, authorizing 
Applicant to oOerate as a public utility providing water 
service in Ca mf'!lot Subdivision. 

2. That this order vill of itself constitute the 
certificate of Public convenience and Necessity. 

3. That Docket No. lf-188, Sub 1 is hereby closel1 .. 

q_ That the books and records of the Applicant shall be 
kept in accordance vith the uniform system of Accounts 
establishe~ by the Commission for vatec utilities, with the 
Rules and ~egulations of the North Carolina Utilities 
Commission, and according to such reasonable guidelines as 
the Accounting Department may recommend. 

5. That the Applicant is hereby directed to reviev all 
service problems currently existing, including lov pressure 
and chemical content, and to file a report thirty (JO) days 
from the date of this Oeder, indicating steps taken to 
alleviate those problems. 

6. That the matter will be left open for a further order 
regar'1ing rates, such Order to be issued after the 
expiration or modification of the President's vage-price 
freeze; paI:"ties will be allowed, aft.er such expiration of 
modification, to file any motions or exhibits as may be 
appropriate in view of then-existing conditions or 
circums:tances. 

ISSUED BY ORDER OP THE COlUUSSION. 

Tbis the 21st day of September, 1971. 

(SEAI) 

NOPTH CAROLINA UTILITIES COMMISSION 
Katherine H. Peele, Chief clerk 
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DOCKET NO. W-232, SUB 1 

BEFORE THE NORTH CABOtINA UTILITIES COMftISSION 

In the l1atter of 
Application by cape Fear Water Company, P. o. 
Box 3646, Fayetteville, North Carolina, for a 
Certificate of Public Convenience and Neces­
sity to Provide Water Utility Service in 
Southgate Subdivision, Cumberland County, 
North Carolina, and for Approval of Rates 

) ORDER • 
J GRANTING 
) CERTIFICATE 
J OF PUBLIC 
) CONVENIENCE 
) AND 
) NECESSITY 

HE ARD IN: The Hearing Room 
Building, Raleigh, 
1971, at 2-:00 p.m. 

of the commission, Ruffin 
North Carolina, on narch 31, 

BEFORE: Chairman Harry T. Westcott and Commissioners 
~iles H. Rhyne and ~arvin R. Wooten (Presiding) 

APPEARANCES: 

For the Applicants: 

Herb Thorp 
Rose, Thorp & Rand 
Attorneys at Lav 
P. o. Box 1239 • Fayetteville. North Carolina 
For: cape Fear Water comp3.ny 

L. Stacy Weaver, Jr. 
nccov. Reaver. Wiggins. Cleveland & Raper 
Attorneys at Lav 
P. a. eox 1688• Fayetteville. North Carolina 
For: Brookwood Water corporation 

For the commission Staff: 

I'! aurice W. Horne 
Assistant commission ~ttorney 
Ruffin Building. Raleigh. North Carolina 

No Protestants 

BY THE C0!111ISSION: On January 18. 1971• Cape Fear Water 
Company (hereinafter Applicant Cape Pear). P. o. Box 3646. 
Fayetteville. North Carolina. filea an application with this 
Commission for a Certificate of Public Convenience and 
Necessity in order to own. construct and maintain wells. 
pumps and water supply lines and to ::!istribute and provide 
water service for compensation for customers in Southgate 
subdivision, Cumberland county. North Carolina. and · for 
approval of rates. 

On February 4. 1q71. the Commission. being of the opinion 
that the application affects the interest of the using and 
consuming · public in the area proposed to be se,:ved by 
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Applicant Caoe Fear and that the public should have an 
opportunity to intervene or protest the application, if it 
so desired, set the matter for public hearing on !!arch 31, 
1971, and required that notice of said hearing be published 
by the Applicant, Cape Fear, and Affidavit of Publication be 
filed with the commission. The hearing was held at the time 
and place specified in the Commission's Order of February 4, 
1971. No one appeared at the hearing to protest the 
application and no protests were filed. 

The commission's order of February 4, 1971, further 
provided th'!.t Rroolcvood Water Corporation (hereinafter 
Applicant Brookwood), which said public water utility joined 
in the application of Applicant cape Fear for the limited 
purpose of indicating its willingness for that portion of 
geographical t.erritory described in Exhibit A attached to 
the application to he transferred to Applicant Cape Fear, be 
required to appear before the commission at the bearing in 
the instant proceeding to explain vhy Applicant Brookwood 
should not be required to provide vater utility service in 
the area proposed to be served by A.pplicant Cape Feac. 

Upon the commencement of the hearing, counsel for 
A.pplicant Cape Pear, through an opening statement, brought 
to tbe Commission's attention the fact that the Commission's 
order of ,Tune JO, 1969, in Docket. No. W-177, Sub ll, relating 
to Applicant Brookvood 1 s franchise application, 
inadvertentlv inclu.ded in Exhibit A attached to that order a 
portion of geographical territory vbich was, in effect, 
ordered stricken by the Commission's order of Hay 6, 1968, 
allowing Applicant Brookvood's notion for Leave to ~mend its 
Application, vbich said HOtion deleted certain geographical 
territorv described in the exhibits attached to said ~otion. 
The Commission's order of June 30, 1969, concluded that 
public convenience and necessity required that the 
application be granted "as shovn in the amended 
application". By Order of April 6, 1971, the Commission 
treated the statement of joint applicants• counsel in this 
proceeding as a Motion in the cause in the prior proceeding, 
W-177, sub 4, for the purpose of correcting the inadvertence 
in the prior order of the Commission. 

In viev of the statement of joint applicants' counsel at 
the hearing in connection vith the incorrect portion of a 
prior order of the Commission as hereinabove described and 
taking judicial notice of the commission's record in Docket 
No. w-177, sub 4, the commission. haYing required in its 
Order of February 4, 1971, that Applicant Brookwood appear 
at the hearing to offer testimony to explain vhy it should 
not be required to provide vater utility service to the area 
proposed to be served by kpplicant Cape Fear. allowed 
Applicant Brookwood to vithdrav from the application in 
Docket No. V-2.12, Sub 1,. 

The evidence offered by the principal applicant in this 
proceeding, C~pe Pear Water Company, tendered through John 
Collie, consulting Engineer, and William L. Oden, 
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Comptroller of King ftodel Homes, Inc., indicates that the 
applicant is a duly organized and existing corporation under 
the lavs of the state of North Carolina, having been 
incorporatecl on April 7, 1967, and that the area proposed to 
be served is Southgate subdivision, Cumberland county, North 
Carolina. 

Applicant proposes to ultimately serve 190 residential 
lots in Southgate subdivision, but as of the date of the 
hearing was providing water utility service to only one 
residence. 

Applicant's Exhibit D contains a map of the subdivision 
proposed to be served and also contains engineering plans of 
the applicant's water system in such subdivision. 

Applicant's evidence further indicates that its investment 
in the va ter system which is the subject of this proceeding 
amounts to approximately $71,000.00 and that the Southgate 
Subdivision is sut.stantially a comparable and similar system 
to Hollywood Heights in connection with expenses of the 
respective systems, Hollywood Heights being another 
subdivision s~rved by applicant. 

counsel for applicant and for the commission's staff, 
following certain questions by the commission directed to 
Raymond J. Nerv, chief Engineer, Gas and WatP.r Division, 
stipulated that the water system in Southgate subdivision is 
ade,guate to proV'ide vater service to 100 or less customers. 
After the leV'el of 100 customers is obtained applicant will 
he faced vith compliance with Rule R7-7 relating to approved 
storage capacity. 

Based on the 
recora:s of the 
fol loving 

evidence adduced at the hearing and the 
Commission, the Cot1mission makes the 

PTND!NGS OF' FACT 

1. Applicant, Cape Pear Water Company, is a duly 
organized and existing corporation under the lavs of the 
State of north Carolina vith its principal of£ice at P. o. 
Box 3646, Fayetteville, North Carolina. 

2. The area for which the applicant proposes to provi.11e 
va ter servicP. is Southgate subdivision, Cumberland county, 
Rortb Carolina. 

J. Applicant. is presently serving one resideiltial 
customer in Southgate Subdivision. 

4. Applicant proposes ultimatelv to 
service to approximately 190 residential 
compensation upon completion of the 
development. 

provide water 
customers for 

subdivision's 
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5. The plans for applicant's proposed vater system have 
been approved by the North Carolina state Board of Health. 

6. Appli=ant•s investment in the ptoposed vater system 
is approximately $71,000.00. 

7. The rates vhich applicant proposes to charge for 
va ter service are just and reasonable and should be allowed. 

8. Applicant's vater systea in Southgate subdivision is 
substantially comparable to its vater system in Hollywood 
Heights, another subdivision in Cumberland county. 

9. Applicant is financially willing, ready and able ta 
provide the water service it proposes on a continuing basis. 

10. Public convenience and necessity requires or may 
require the water service proposed by the applicant herein. 

Based on the foregoing Findings ot·Fact. the Commission 
makes the following 

CONCLUSIONS 

The commission is of the opinion and concludes that there 
is a public need and demand for vater service in Southgate 
Subdivision. Cumberland County. North Carolina. and that the 
applicant stands ready. willing and able to provide water 
service to the area described in its application. The 
Commission is further of the opinion that a certificate of 
Pub lie Convanience and Necessity should ~e issued to the 
applicant in order that the applicant 11ay provide water 
service to Southgate Subdivision and concludes that the 
schEdule of rat.es proposed by the applicant as set forth in 
Appendix A attached hereto is just and reasonable and should 
be approved. 

IT IS, THEREFORE. ORDERED as follows: 

1. That the .l'.pplicant. Cape Fear Water Company, be, and 
t.he same hereby is. granted a certificate of Public 
convenience and Necessity in ocder to provide va ter service 
in Southgate subdivision. cum.berland county, North Carolina .. 

2.. T.hft.t this Order shall constitute said Certificate of 
Public convenience and necessity. 

3. That the books and records of the applicant shall be 
kept in accordance vith the uniform system of accounts 
established by the commission for Yater utilities. 

4. That the schedule of rates attached hereto as 
Appendix A is hereby ~eemed to be a tariff filed pursuant to 
G.s. 62-138, which said tariff schedule is hereby authorized 
to become effective en one day's notice. 

ISSUED BY OP.DEB OP THE COMMISSION. 
' 
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This the 7th ~ay of April, 1971. 

HORTH CAROLINA UTILITIES COft"ISSTON 
Katherine~- Peele, Chief Clerk 

(SEAL) 

APPENDIX A 
DOC~ET NO. W-212, SUB 1 
CAPE FEAR QATER COMPANY 

WATER RATE SCHEDULE 

~tg.rg,Lfil!.tg (residential service) 
First 3000 gallons per month - $3.00 (minimum) 
Next 5000 gallons per month .55 per 1000 gallons 
Next 2000 qallons per month .50 per 1000 gallons 
All over 10,000 gallons per month - .50 per 1000 gallons 

(October 1 tbru April 301 
All over 10,000 gallons per month - .25 per 1000 gallons 

(!1i:,,y 1 thru Sept.ember 301 

connection rhargg§ - $100.00 per lot 

neconnecllon Char[es 
N.c.u.c. Rule "7-20(f) - $4.00 
N.C.U.C. Rule R7-20(g) - $2.00 

Bills]~§ - Ten days after date rendered. 

DOCKET NO. W-260, SUB 1 

BEFOPE THE NORTH CAPOLINA UTILITIES COMMISSION 

In the Hatter of 
Joint Application by Billy Gene Watson and c. A. ) ORDER 
Houk, a Partnership, t/a Fairway Acres Water l GRANTING 
System, 203 Fairvav Acres, Lenoir, North Caro- ) FRANCHTSF 
lina, ancl by Kenneth Henry Prye, t/a Fairvav ) AND 
Acres lil'ater System, 206 N .. F'airviev Drive, ) APPROVING 
Lenoir, Nort.h Carolina,. for Authority to Trans- l RATES 
fer the Water Utility Franchise in Fairway Acres ) 
subdivision, caltlwell county, North Carolina, ) 
and for. Approval of Rates } 

BY THE CO"HTSSTON: On ,June 7, 1971, the Applicants, Billy 
Gene Watson '!nd c. l't. Honk, a Partnership, t/a 'Fairway ~cres 
water system, and Kenneth Henry Frye, t/a Fairway Acres 
Vater system, filed a joint applicatiori with the North 
Carolina Utilities commission whereby Billy Gene Watson and 
C. A. Houk, a Partnership, seek authority to sell their 
vater systP.m S?.rving Fairway Acres Subdivision to ~enneth 
Henry Prye. 

The Applicants 
Wat son and c .. A. 
certificate of 

further seek authority for Billy Gene 
Houk, a Partnership, to transfer their 
PUhlic Convenience and Necessity to provide 
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vater utility service in Fairway Acres Subdivision to 
P::enneth Henry Frye, and for Kenneth Henry Frye to cha['ge the 
same rates as those presently authorized for water utility 
service in Fairway Acres Subdivision. 

By order iss11ed June 15, 1971, the Commission scheduled 
the application for public hearing and required th.at the 
public notice of the hearing be given by the Applicants. 

Public notice vas given as specified in the Commission's 
order, setting forth the time and place of the hearing, 
describing the service to be provided, advising that anyone 
desiring t.o intervene or to protest the application vas 
required to file their Petition to Intervene or their 
protest with the commission by the date set in the Notice, 
and advising that unless written protest or interventions 
were received on or before July 16, 1971, the application 
would be determined by the Commission without public hearing 
on tbP. basis of the information contained in the application 
and in the public recorn of the commission. 

11.s of .Tuly 27, 1971, no objections, protests or 
interventions were filed vith the Commission. 

Rased on the information contained in the records of the 
Commission in the proceeding, including the evidence 
obtained from the application, the commission nov makes the 
fol loving 

1.. Th~ ,Pi.pplicant, 
proposing to engage in 
utility. 

FINDINGS OF FACT 

Kenneth Henry Prye, is an individual 
the operation of a public water 

2. ThP. copy of the sales contract filed vith the 
application indicates that the proposed transferee is to be 
granted the wells and all Qasements connected With the two 
wells on the premises and also certa iri water system 
egui~ment an<1 relatP.d items, including well equipment, water 
lines, tank, valves and fixtures. 

3. The lpplicants have filed the requisite Affidavit of 
Put:lication which indicates that the Notice to the Public 
was published on two successive weeks beginning ,Tune 2g, 
1CJ71, in the trnoir ~ews-Tonic, Lenoir, North Carolina~ 

4. Thi? rates proposed by the Applicant Kenneth Henry 
Frye are the sa~e a~ those now authorized for water service 
in the proposed service area in Docket 'lo. W'-260. 

S. Based on the A.pplica tion submitted, th?. Applicant is 
ready, willing, and able to provide water utility service in 
the proposed service area. 

Based on the foregoing Findings of Fact, the commission 
now makes the followinq 
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CONCLUSIONS 

The Commission conclunes that the proposed transfer is 
justifier! by the puhlic convenience and necessity. The 
rates approved by thP. Commission for water utility service 
in Fairway Acres Subdivision should be the same as those 
approved for sai1 Suhdivision ln Docket No. w-260. 

TT TS; 'T''f-lE~EF'Oi?E, ORDERED AS FOLLOWS: 

1. That the l\pplicant, Kenneth Henry Frye, be, and is, 
herety gran:,er1 a Certificate of Public convenience and 
Necessitv 1n or.'1er to provide water utility service in 
Fairway J\crf!s SubO.ivision, as descl:'ibed herein. 

2. That. t.he sales contract between Kenneth Henry Frye, 
Billv Gene r::i.tson, ~nd c. A.. Houk, a Partnership, be, and 
is, hereby ~ppr.ovea and that the certificate of Public 
Convenience -=tnrl "lPcessity issued to Billy Gene ~atson and 
C.A. Houk, a ?ar-tnershi-n, be, and is, hereby canceled and 
term ina tetl. 

3. That this Or-der in itself shall constitute the 
Certificate of Pu~lic convenience and Necessity for Kenneth 
Henr1 Fr:rn. 

4. That the schei1u-le-of Rci.tes her-etofore approved by the 
Commission in Docket No. W-260, he .. and the J:;ame is, hereby 
autbor-ized for service in said area said to be file1 with 
the Commission effective on one day's notiCe. 

S. That the Annlicant shall comply with the Rules and 
Regulations ofJ t.he Utilities commission and the Uniform 
System of ~ccounts, copies of which are attached to the 
order sent to the A~plicant. 

T S'SUED BY ORDEF O'P THE COM!HSSTON. 

This the 5th day of August, 1971. 

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

DOCKET NO. W- 2QO, SUB 1 

BEPCBE THE NORTH CAROLTN"A UTILITIES COMMISSION 

Tn the Matter of 
A.pplication tiy William .J. Timberlake, t/a Hasty) RECOM-
Pump Sales and Service, nou te 5, ff ighva y 6Q ) MENDED 
East, Raleigh, North Carolina, for a certif- ) ORDER 
icate of Public convenience and Necessity to ) GRANTING 
ProTicle Water Utility Service in Country Hills ) FBA.NCHISE 
Estates Subdivision, ~lohnston Countv, Horth ) AND APPROV-
Carolina, anr! for Approval of Rat.es l ING R~TES 
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REAFD IN: Commission Rearing noom, Ruffin 
1 West I'! organ street, ~a leigh, North 
on Jnlv 2, 1971, at 9:00 \. ~-

Building, 
Carolina, 

BEFOBE: ftearinq Commissioner Marvin R. Wooten 

APPEARANCES: 

For the Applicant~ 

~ichard o. Gamble 
Johnson & Gamble 
Attornqys at Law 
P. o. f\OX 1777, Raleigh, North Carolina 27602 

For the CQromission Staff: 

~aurice w. Horne 
~ssistant commission Attorney 
P. o. Box gq1, Raleigh, North Carolina 27602 

WOOTEN, HRAR!N'G CO!'H1ISSIONER: on May 25, 1971, the 
Applicant, William ,l. Timberlake, t/a Hasty Pump Sales and 
s~rvice, filed A.Il application with the North' Carolina 
Utilities commission for a certificate of Public convenience 
and Necessitv to provic1?. water utility service in Country 
Hills Estat€s subdivision, Johnston county, North Carolina, 
and for approval of rates. 

By Order issued on June 10, 19"'11, the Commission scheduled 
the application for public hearing, and required that public 
notice of the hearing be given by the Applicant. Public 
notice vas given as specified in the Commission's Order, 
setting forth the time and place of the hearing, describing 
the service t.o be provided, listing th~ proposed rates, and 
advising that anyone desiring to intervene or to protest the 
application was required to file their petition to intervene 
or their protest vith the commission by the date set in the 
notice. The public hearing Vas held at the time and place 
specified in the commission's Oriler. No one appeared at the 
hearinq to protest the application. The Applicant appeared 
at the hearing and presented testimony in support of the 
application. The Commission Staff presented testimony at 
the hearing concerning its evaluation of the Applicant•s 
plans for the water utility operations. 

Based on the information contained in the record of this 
proceeding, the Commission now makes the following 

FINDINGS OP FACT 

1. The \pplicant, William J. Timberlake, t/a Hasty Pump 
sales and service, is an individual engaged in the operation 
of a public water utility, as defined. in G.S. 62-3. 

2. The Applicant presently holds a franchise to provide 
water utility Service in Bentley Woods subdivision, Wake 
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County,. North ca rolina. 
franchise to provide water 
Rs tat es subd iv is ion. 

The Applicant does not nov have a 
'ltility service in Country Rills 

3. The 1\pplicant has obtained ownership or control of 
the well si-1:es and water systera serving country Hills 
Estates Subdivision. The Applicant has entered into an 
agreement vit.h\ Sunset Flooc~rs & Decorators, Inc., the 
developer of Country Hills Estates, whereby it vill furnish 
water to each lot for a tap fee as specified in the 
~qreement. 

4. Country Hills Estates is a residential subdivision 
consisting o~ A streets and approximately 115 lots. The 
subdivision is bounded hy County Poad 1546 and by State Poaa 
42 in Johnston County. There is a prospect for grovth in 
demand for water utility service in the subdivision. 

5. The !ipclicant is ready, willing and able to provide 
water utility service in the proposed service area. 

6. The ~uality of water 
proposed service area meets the 
Drinking Water Standards 1962. 

from the vell supplying the 
United States Public Health 

1. The well site and water system plans proposed by the 
Applicant ar~ apcroved bv the North Carolina State Board of 
Health. 

8. The A.pplicant's proposed rates are the same as those 
<1.s approved by the Commission for vater utility service in 
Bentley Qoods Suh~ivision. 

9. The provision in the ~pplicant's proposed rates 
specifyinq "hill~ due within 10 days from date rendered" 
does not provide a reasona~le time within which customers 
might pay their hills, and such a provision specifying 
11 bills due within twenty days from date rendered 11 would be 
reasonable. 

10.. The !H"OiP.cted revenue for the year ending May 20, 
1972, unrler the Applicant's proposed rates is approximately 
t81 O, t.hP pr:-ojected operating expenses, including 
depreciat.ion an!l taxes, are approximately $1963, and the. 
proiected net loss is approximately $1153 .. 

Eased on the foregoinq Findings of Fact, the Commission 
nov 111akes t.he following 

CONCLUSIONS 

There is a ~P.mand and need for water utility service in 
country Rills Estates subdivision, Johnston county, North 
Carolina, which can best be met hy the A.pplicant .. 

The proposed rates are deemed just and reasonable for the 
proposed service, and they should be approvea.. The 
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facilities and source of supply which the Applicant proposes 
to place into service in conformance vith the requirements 
of the commission will be adeqmte to supply the reasonable 
demands of the customers for water utility service in the 
proposed service area. 

IT IS, THEREFORE, ORDERED as follows: 

1. That the Applicant, William J. Timberlake, t/a Hasty 
Pump sales and service, is hereby granted an amendment to 
his Certificate of Public convenience and Necessity in order 
to provide va ter utility service in country Hills Estates 
Subdivision, as described herein and more particularly as 
described in the application m:aae a part hereof by 
reference. 

2. That 
amendment to 
Necessity. 

this 
the 

order in itself shall 
Certificate of Public 

constitute 
convenience 

the 
and 

3. That the schedule of rates attached hereto and made a 
part hereof ls hereby approved, and that said schedule of 
rat:es is hereby deemed to be filed vith the Commission 
pursuant to c;. s. 62-138, in that said schedule of rates is 
hereby authorized to become effective on one day's vritt:en 
notice to the customers. 

ISSUED BY ORDEF OF THE COR!ISSIOM. 

This the 15th day of July, 1971. 

(SEAL) 

NORTH CAROLINA UTILITIES C088ISSION 
Katherine l!I. Peele, Chief Clerk 

APPENDIX "A" 
DOCKET NO. V-290, SUB 1 

WATER RATE SCHEDULE 

~REED BJ:!~~ (Residential SerYice): 
Op to first 400 cubic feet per ■onth - S4.50 mini■u■ 
All over 400 cubic feet per month - .65 per 130 cubic feet 

CORIECTIOR CHARGg~: s2.oo plas secarity deposit of $10.00 

RECOBRECTION CHARGES: 
N.c.u.c. Rule R7-20(f) - $4.00 
1.c.u.c. Rule R7-20(g) - s2.oo 

~Im]: Tventy days after date rendered. 
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DOCKET NO. w-2qo, SUB 2 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the !'latter of 
Application by William J. Timberlake, t/a I RECOftftENDED 
Hasty Pump Sales and service, Route 5, ) ORDER GRANTING 
Righvay 64 East, Raleigh, North Carolina, ) CERTIFICATE OF 
for a Certificate of Public convenience and ) PtlBLIC CON­
Necessity to Provide llater Utility Service ) VENIENCE AND 
in Ridge Raven Subdivision, Wake County, ) NECESSITY AHO 
Borth Carolina, and for Approval of Rates ) APPROVAL OF 

) RATES 

HEARD IN: 

A.PP BA RANCES: 

Hearing Room of 
Building, one West 
North Carolina, on 
at 9:30 a.m. 

the Commission, Ruffin 
~organ street, Raleigh, 

Wednesday, 11 August 1971, 

Hearing Examiner William E. Anderson 

For the Applicant: 

David R. Shearon, Esq. 
Johnson and Gamble 
Attorneys at Lav 
P. o. Box 1777, Raleigh, North Carolina 27609 

For the commission Staff: 

Maurice v. Horne, Esq. 
Assistant commission Attorney 
North Carolina Utilities Commission 
Ruffin Building, Raleigh, North Carolina 27602 

ANDERSON, HEARTNG EXAl'HNER: By Application filed vith the 
Horth Carolina Utilities commission on 18 June 1971, William 
J. Timberlake, t/a Hasty Pump Sales and Service, seeks a 
Certificate of Public Convenience and Necessity to provide 
public utility vatec service in Bidge Raven Subdivision, 
Wake County, North Carolina, and for approval of rates. 

By Order issued 2 July 1971, the commission scheduled the 
matter for public hearing, required that the Applicant 
submit additional information pertaining to the Application 
and required that notice of the public bearing be given by 
the Applicatit. The requisite public notice vas given in the 
The Raleigh !i~~~- NO one petitioned to intervene in the 
matter or protested the Application. 

The public hearing was held on 11 August 1971, in the 
Commission Rearing Room., at 9: 30 a. m. No one appeared at 
the bearing to protest the Application. The Applicant was 
represented by counsel and testified in support of the 
Application. The commission staff attorney cross-ei:anined 
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the witness concerning the information submitted by the 
Applicant and the Applicant's vater utility operations, and 
offered testimony of ~r. Ralph Griffin, of the Engineering 
Department, ~s to his engineering study o~ the system. 

Based upon the information contained in 
Application in the files of the CO.Jllfflission in 
and the evidence adduced at the public 
Commission m~kes the following 

FINDINGS OF FACT 

the verified 
this docket 

hearing, the 

1.. That the Applicant, William J. Timberlake, t/a nasty 
Pump sales and Service, is currently providing water service 
to 15 residential customers in Ridge HaYen Subdivision, and 
proposes ultimately to serve approximately 100 residences. 

2. That the Applicant's business address is Bonte s. 
Higbvay 64 E~st, ~aleigh! North Carolina; this business 
enterprise 1s engagP.d in the construction of private and 
public residential water systems, and the ·operation of two 
previously certificated public utility water systems. 

3. That 
subdivision 
S.R. 1003, 
Carolina. 

Ridge Haven subdivision is a residential 
currently under development located on 

10 miles from the City of Wendell, North 

4 • That a grovth in the demand for va ter service in the 
proposed service area is anticipated as demonstrated by the 
Current development of the subdivision to an anticipated 
level of approximately 100 residences. Such va ter service 
is not nov proposed for said area by any other public 
utility. municipality or membership association. 

5.. That the requisite filings have been made with the 
state Board of Health and the approval of that agency has 
been obtained.. 

6. That th~re have been no complaints regarding water 
service in the proposed service area. 

7. That the gross annual revenue in 1972 under the 
proposed rates. at mon thl v consumption per customer 
averaging 6.noo gallons, will be approximately $1,620. 

8. That the gross investment in utility plant in the 
subdivision is approximately S40,000, vith contributions in 
aid of constcuction of $325 per tap. 

9. That the t"evenues fot' 1972 from 15 customers vill not. 
have caught up with the anticipated expenses. so there will 
be no net revenue for a rate of return. 

10. That demand grovth 
likely genera t.e revenues 
expenses leveling off at 

to the level of 30 customers will 
of approximately $3, 2LJO, vi th 

current figures. to produce a net 
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annual income of approximately $2,000; net utility plant at 
such time (after deductions for contributions to capital and 
accrued depreciation) would be approximately $27,000 for a 
rate of return of 7.ooi. 

CONCLUSIONS 

There is a demand and need for public utility water 
service in the proposed service area by the Applicant, which 
has adequately provided the existing service. The proposed 
rates are just and reasonable and the facilities and source 
of supply which the Applicant proposes to operate and 
improve as the demand grows, and to so improve in accordance 
vith the requirements of the Commission, should be adequate 
to supply the reasonable demand of the customers for 
domestic water service in the proposed service area. 

IT TS, 'I' HE!:t F.FORE, ORDERED: 

1.. That a certificate of Public Convenience and 
Necessity should be, and hereby is granted, authorizing 
Applicant to operate as a public utility providing water 
service in Ridqe Raven Subdivision, Wake County, North 
Carolina. · 

2. That the scbe~ule of rates attached hereto as 
"Appendix A" be, and hereby is approved, and that said 
schedule of rates is hereby deemed to be filed vith the 
commission pursuant to G.s. 62-138 and vill become effective 
on one day's notice to the customers. 

3. That this Order vill of itself constitute the 
Certificate of Public Convenience and Kecessity. 

Q. That the books and records of the Applicant shall be 
kept in accordance vith the Uniform System of Accounts 
established by the Commission for water utilit.ies, vith the 
Bules and Regulations of the North Carolina Utilities 
commission, and according to such reasonable guidelines as 
the Accounting Department may recommend, the Applicant being 
hereby directed to arrange a conference vith a staff ■ember 
of that Departm~nt to discuss such guidelines. 

ISSUED BY ORDER OP TRP. COftftISSION. 

This the 26th day of August, 1971. 

NORTH CAROLINA UTILITIES COftftISSION 
Katherine ft. Peele, Chief Clerk 
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APPEBDir A 
DOCKET NO. W-290, SUB 2 

WILLIA& J •. TISBERLUE, T/A 
HASTY PUSP SALES AHD SERVICE 

RIDGE RAV EN SUBDIVISION 

WATER RATE SCH EDDLB 

Ret.ered Rate - Re§idential serY~ 
Up to first 400 cu. feet per month - $4.50 minimum 
All over QOO cu. feet per month - $ .65 per 130 cu. feet 

ConnEction fh~n~§ 
$2.00 plus security deposit (to be required and computed 
only in accoraance vith Chapter 12 of the Rules and Begu­
lat:ions of the North ·carolina Ot:ilit:ies Commission). 

Reconnect.!.QlLCharg~ 
w.c.o.c. Rule R7-20(f) - $Q.OO 
H.C.O.C. Rule B7-20(g) - S2.00 

Bill~: Twenty days after date rendered. 

DOCKET HO. W-218, SUB q 

BEFORE THE NORTH CAROLINA UTILITIES COKHISSION 

In the eatter of 
Application of Hydraulics, Limited, 
P. o. Box 113 27 • Greensboro, Horth 
Carolina,. for a certificate ·of Public 
Convenience and Necessity to Provide 
Water Utility Service in Pine Knolls 
Subdivision. Forsyth County. North 
Carolina. and for Approval of Rates 

l RRcoesEIIDED 
) ORDER GR!BTIRG 
) CERTIFICATE OP 
I PDBLl:C CONVERIBHCE 
) AND NECESSITY AllD 
) APPROV&L OF R&TES 

' 
HEARD IN: Rearing Room of 

Building. one Rest 
Horth Carolina. on 
2:00 p.m. 

the commission. Ruffin 
!organ Street. Raleigh. 
Friday. July 2. 1971. at 

BEPOl!E: Hearing Examiner Villiam E. Anderson 

APPEARANCES: 

.P'or the Applicant: 

Mr. Douglas P. D~ttor 
Dettor. Egerton & Povler 
222 Commerce Place 
Greensboro. North Carolina 27402 

For the commission staff: 

8r._8aurice v. Borne 
&ssistant commission Attorney 



FRANCHISE CERTIFICATES 709 

North Carolina Utilities Coamission 
Ruffin Building, Raleigh. Horth Carolina 

ANDERSON, ffEARIRG EXAllINEB: By Application filed vith the 
worth Carolina Utilities commission on 27 !!lay· 1971, 
Hydraulics, Limited, seekS a Certificate of Public 
convenience and Necessity to provide public utility vat.er 
service in PiDe Knolls Subdivision, Forsyth county, Borth 
Carolina, and for approval of the rates currently charged 
for the Applicant's tvo other certificated subdiYision vat.er 
systems. 

By Order issued 10 June 1971, the Commission scheduled the 
■ atter for public hearing, required that the Applicant 
submit additional information pertaining to the Application 
and required that notice of the public hearing be given by 
the Applicant. The requisite public notice was given in the 
Vinston-salen Journal. Ho one petitioned to interTene in 
the matter or protested the Application. 

The public hearing was held on 2 July 1971, in the 
Co emission Hearing Room, at 2: 00 p.a. Ho one appeared at 
the hearing to protest the Application. The Applicant was 
represented by counsel and tendered two witnesses in support 
of the ~pplication, Hr. Robert c. Troy, President, and ftr. 
ftanuel Perkins, ftanager-Treasurer. The Commission Staff 
cross-examined the witnesses concerning the information 
subaitted by the Applicant and the Applicant's vater- utility 
operations. 

Based upon the information contained in 
Application in the files of the coamissiori in 
and the evidence adduced at the public 
Comaission makes the following 

FIHDIBGS OF PACT 

the Terified 
this doctet 

hearing, the 

1. That the Applicant, Hydraulics, Limited, a Borth 
Carolina corporation, is currently proTiding vater serYice 
to 38 residential customers in Pine Knolls Subd!Tision, and 
proposes to serve 229 residences. 

2. That the Applicant• s business ad4ress is P •. o. Box 
11327, Greens~oro, worth Carolina; this business enterprise 
is engaged solely in the building and operating of 
residential vater systeas and operations incidental thereto, 
and currently holds franchises for tvo systems. 

3. That Pine Xno1ls subdiTision is a residential 
subdivision currently under deTelopment 1ocated on~ S.R. 
1969, 7 miles~ from the ~ity of Kernersville, lforth Carolina. 

4. That a growth in the demand for vater serTice in the 
proposed service area is anticipated as demonstrated by the 
current aevelopment of the subdivision. Such va ter serTic~ 
is not now proposed for said area by any other public 
utility, municipality or membership association. 
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s. 'l'hat the requisite filings have 
State Bourd of Health and the approval of 
been obtained. 

been made with the 
that agency has 

6. That there have been no complaints regarding water 
service ~n the proposed service area. 

7. That the gross annual revenue in 1971 under the 
proposed rates,• at monthly consumption per customer 
averaging 6,000 gallons~ will be approximately $3,648. 

a. That the gross investment in utility plant tn the 
subdivision is cJpprox'imately $'23,370; with contributions in 
aid of construction of ~approxir.1ately $10,880, the net 
investment is approximat.ely $12,490. 

9. Tha·t· annual revenue for 1971, wit'h projected expenses 
of approximately $2,318 (based on a statistical average 
expense per customer of $61, of which the Examiner takes 
judicial notice), would produce a rate of return on the net 
investment of approximateli 10%. 

CONCLUSIONS 

·rhE!re is a demand and need for public utility \·1ater 
service in the proposed service area by the Applicant, which 
has adequately provided the existing service. The proposed­
rates are just and reasonable and the facilities and source 
of supply which the Applicant proposes to operate and 
improve as the demand grows, and to so improve in accordance 
with the requirements of the Commission, will be adequate to 
supply the reasonuble demand of the Customers for water 
service in ~he proposed service area. 

rr IS, 'l'HEREFORE, ORDERED: 

1. That a Certificate of Public Convenience and 
Necessity should be, and hereby is granted, authorizing 
Applicant to operate as u public utility providing water 
service in Pine Knolls Subdivision. 

2. 'l'hat the schedule of rates attached hereto as 
"Appendix A" be, and hereby is approved, and that said 
schedule of rates is hereby deemed to be filed with the 
Commission pursuant to G.S. 62-138 and will become effective 
on one day's notice to the customers. 

3. That this Order will of itself constitute the 
CertifiCate of Public Convenience and Necessity. 

4. That the books and rcicords of the Applicant shall be 
kept in accordance with the Uniform System of Accounts 
established by the Commission for water utilities, with the 
Rules and _Regulations of the North Carolina Utilities 
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Comraission, c:ind according to such reasonable guidelines as 
the Accounting Department. may recommend. 

1S$Ui::O l3Y ORDEH OF THE COMMISSION. 

'l'his the 20th day of July, 1971. 

1-SORTH CAROLINA U'.i'ILITIES COMMISSION 
Katherine M. Peele, Chief Clerk 

(SEAL) 

Net:.::rcd Ra.te 

APPEN~IX A 
DOCI<ET NO. W-218, SUB 4 

HYDRAULICS, LIMITED 
PINE IC-JOLLS SUBDIVISION 

FOR3Y'rH COUN'l'Y, NOR'l'Il CAROLIN/I. 

WATER AA'l'E SCHEDULE 
RESIDENTIAL SERVICE 

Up to fir st 4., 000 ~al lons pc r ioonth - $4. 00 m1n1mum 
All over 4,COU gallons per month - .75 per 1,000 gallbns 

Connection Charges 

Up to first 138 lots -
Next 91 lots 
All over 229 lots 

Reconnection Charyes 

$ GS.OD per lot 
340.00 per lot 
270.CO per lot 

N.c.u.c. Rule R7-20(f) - $4.00 
N.c.u.c. Rule R7-20(g) - $2.00 

Bills Due: Ten days after date rendered. 

DOCKE'l' NO. W-200, SUB t1 

BEE'ORE THE NOlt'.L'H CAROLIN!\ U'l'ILITIES COMMISSION 

In the Ma ttcr of 
Application by LuGrangu Water Works Corpora­
tion, 271 Reilly Road, Fayetteville, North 
Carolina, f_or a Certificate of Public 
Convenience and Necessity to Provide ~o/ater 
Utility Service in Murray Fork Subdivision, 
Cumberland County, North CarolinD, and for 
Approval 'Of Rates 

ORDER 
GRANTING 
CERTIFICATE 
OF PUBLIC 
CONVENIEl-JCE 
AND 
NECESSITY 

HEAHD IN: The Hearing Room of 
Building, One West 
North Carol incl, on 

the Commission, Ruffin 
Norgan Street, Raleigh, 

February. 17, 1971, at 
2:00 p.m. 
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BEFORE: 

WATER AND SEWER 

Chairman Harry T. Westcott and Commissioners 
Marvin R. Woot~n (Presiding) and Miles H. Rhyne 

APPEARANCES: 

E'er the Applicant: 

George B. Herndon, Jr. 
Nance, Collier, Singleton, Kirkman & Herndon 
Attorneys at Law 
First Union National Bank Building 
Fayetteville, North Carolina 

For the Commission Staff: 

Maurice W. Horne 
Assistant Commission Attorney 
North Carolina Utilities Commission 
P. o. Box 991, Raleigh, North Carolina 

BY 1rHE COMMISSION: On January 11, 1971, ,the Applicant, 
LaGrange w.::iter Work·s Corporation, filed an application with 
the North Carolina Utilities Commission for a Certificate of 
Public Convenience and Necessity to provide water utility 
service in Murray l~ork Subciivision, Cumberland County, North 
Carolina, and for approval of rates. 

The Commission being of the opinion that th~ application 
affected the interest of the consuming public, ancl that the 
public should have an opportunity to intervene or to protest 
the application if it so desired, set the matter for public 
hearing on February 17, 1971, and required that direct 
notice be given to any customer being provided Wilter service 
of said hearing and further requirec1 applicant to publish 
notice of saicl ht:!aring in a nswspaper having general 
coverage in the area. 

Hearing was held at the time and place specified in the 
Commission's order of E'ebruc:iry 2., 1971. No one appeared to 
protest the application. The evidence offered by the 
Applicant, LaGrange ,...,ater Works Corporotion, indicates th~t 
the applicant is a duly org~nizetl and existing corporation 
under the laws of the State of North Carolina; that the c;rea 
pr'oposed to be served is Murray Fork Subdivision, Cumberland 
County, North Carolina; that said subdivision contains 
epproximately 124 lots suitable for residential dwellings, 
but that the applicant as of the dato2 of the hearing, is 
providing water service' to only onu residence wi.th three 
other unoccupied res idcnces having been cons tr uc ted; that 
the plans and design: of the water system were prepllred by 
Mr. John Collie, Consu_lting Engineer, of Fayetteville; that 
saiU pluns and design for such water system have been 
c;pproved by the State Board of Health; and Exhibit B-1 
contains detailed information t·1ith respect to well pump ang 
storage tank data anrJ indicates the existence: of one well 
with ~ yield of 50 gallons per minute and~ 4500 gallon 
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tiydropneumatic storage tank in addition to other water 
distribution equipment. 

r.,,r. William Elliot_, Real Estate Developer of Murray Fork 
Subdivision, testified on behalf of the applicant as one 
owner of the Brookwood Water Corporation, which said company 
installed the well and a pa·rt of the system initially, and 
thereafter entered into a bilateral contra9t with D. P. 
Bruton, President of LaGrange Water Works, under the terms 
of which said contract Nr. Bruton agrees to provide water 
service to the residents in Nurrc:iy Fork Subdivision and 
~hich said agreem~nt, identified as applicant's Exhibit E, 
was modified by stipulation at the hearing to provide that 
t'lr. 'A'illiam Elliot will provide other neccssa,ry well sites 
as the development of the subdivision progresses. Mr. 
Bruton testified that after the completion of 20 residences 
it was his opinion that an additional well would be 
required. ML". Bruton further testifiec.1 that LaGrange Water 
Works Corporation has been in existence for approximately 8 
years as a public utnity and serves approximately 765 
persons in '.'i subdivisions in or near Cumberland County, and 
th.it Graham Brothers Well Company will provide maintenance 
service as needed for the water system under contractual 
z.greements with Mr. Bruton. Applicant's evidence indicates 
further that the cost of the water system in question has 
been projected by a firm of certified public accountants to 
amount to a total cost of $15,135 instead of $13,715 
indicated on Exhibit F. Both Mr. Elliot and Mr. Bruton 
indicated ~t the hearing that a total connection charge of 
$250 per residence would be paid pursuant to a bilateral 
contrc:ict by Nr. Elliot to Mr. Bruton. Consequently, the 
provision in the originally filed tariff regarding 
connection charges was amended by stipulation of counsel at 
the hearing and at the instance Of the Co1l1mission to read 
11 COHNEC'J.'10l\l CHARGE: to be paid by developer per bil·ateral 
contract. 11 The applicant's vicinity map and other evidence 
indicates that public convenience and necessity requires or 
may require the proposed water service by the applicant. 

Bused upon 
c.pplication and 
into the record 
following 

the evidence adduced at the hearing and the 
exhibits filed by the applicant and ent&re.d 
in this pr·oceeding, the Commission makes the 

FINDINGS OF FACT 

1. 'l'hat the Applicant, LaGrange Water Works Corporation, 
is a duly organized and existing corporation under the laws 
of the state of North Carolina with its principal office at 
271 Reilly Road, Fayetteville, North Carolina. 

2. 'l'hat the are.) for which the applicant proposes to 
provide water service is Nurray Fork Subdivision, Cumberland 
County, North Carolina. 

3. '!'hat the applicant is presently providing water 
service to one residence in Murray Fork Subdivision. 
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4. That the applicant proposes to ultimately provide 
va ter seryice to 124 residents for compensation upon 
completion of the subdivision development. 

5. That the plans and design of the proposed vater 
system have been approved by the State Board of Health. 

6. That applicant's 
which is the subject in 
$15,135. 

total investment in the vater system 
this proceeding is approximately 

7. That the provision in applicant's filed tariff which 
stated "CONNECTION CHARGE: $250.00 per service installed" 
should be deleted and in lieu thereof the tariff provision 
should read "CONNECTION CHARGE: to be paid by developer per 
bilateral contract". 

e. That public convenience and necessity requires or may 
reguire the water service proposed by the applicant in 
fturray Fork Subdivision. 

9. That the applicant is financially willing, ready and 
able to provide the service it proposes on a continuing 
bas is. 

Based upon the foregoing findings of £_act, the Commission 
makes the following 

CONCLUSIONS 

The Commission is of the opinion and concludes th3.t there 
is a public need and demand for water service in Nurray Fork 
Subdivision, Cumberland County, North Carolina, and that the 
aptilicant stands ready, willing and able to provide water 
service in the area described in its application. The 
commission further concludes that a certificate of public 
convenience and necessity should be issued to the applicant 
in order that the applicant might provide water service to 
Hurray Por'k Subdivision and concludes that the schedule of 
rates proposed by the applicant, except as to the provision 
relating to connection charges, as set fort~ in Appendix A 
attached hereto is just and reasonable and should be 
approved. 

Upon stipulation by counsel, the tariff provision 
originally filed by applicant relating to $250. O O for 
connection charges will be deleted and in lieu thereof the 
Commission hereby approves amendment to the original tariff 
to read "CONNECTION CHARGE: to be paid by developer per 
bilateral contractt1 for the reason that l!r. tHlliam Elliot, 
Real Estate Developer of Murray Fork Subdivision, is under 
contract to pay $250.00 connection charges to applicant. 

TT IS, THEREFORE, ORDERED: 

1. That the Applicant, LaGrange Water Works Corporation, 
be, and the same hereby is, granted a Certificate of Public 
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convenience 
in P!urray 
Carolina. 

and Necessity in order to provide vater service 
Fork subdivision. Cumberland county. North 

2. '1'hat this order shall constitute said Certificate of 
Public convenience and Necessity. 

3. That the books and records of the applicant shall be 
kept in accordance with the uniform system of accounts 
established by the commission for vater utilities. 

11. That the schedule of rates attached hereto as 
Appendix A is hereby deemed to be a tariff filed pursuant to 
G.S. 62-138, which said tariff schedule is hereby authorized 
to become effective en one day•s notice. 

ISSUED BY OFDER OF THE COR"ISSION. 

This the 19th 11.ay of FebC"uary, 1971. 

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

APP EH DIX A 
DOCKET NO. W-200, SUB 4 

LaGRANGE 'WATER lfOBKS CORPORATION 

lf-'tTER RATE SCHEDtJLE 

P!ETEFED RA'l'E: (Residential Service) 

First 3000 gallons per month - $4.00 (minimum) 
~11 over 3000 gallons per month - $ .50 per 1000 gallons 

CONNECTION CHARGES: To Be Paid By Developer Per 
Bilateral contract 

RECCNNRCTION CHAPGES: 

H.c.u.c. Rule B7-20(f) - $ij.OO 
N.c.u.c. Rule R7-20(gJ - $2.00 

BILLS DUE: Ten da_ys after rendered. 

DOCKET NO .. W-262, SUB 3 

BEFORE THE NORTH CAROLINA UTILITIES COft8ISSION 

In the ffatter of 
Application of Piedmont Construction and ) ORDER GRANTING 
Water compan?, Statesville, North Carolina, l CERTIFICATE OP 
for a certificate of Public Convenience and) PUBLIC CONVER­
Necessity to Provide water Service In West- ) IERCE AND 
side Hills, Section II, Catawba Count-y, ) NECESSITY AND 
North Carolina, and for Approval of Rates ) APPROVAL OF 

J RATES 
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BUBD Ill: 

BEFORE: 

APPEARANCES: 

WATER AHD SEWER 

Rearing Room of the Co1111ission., Ruffin 
Building, Raleigh, North Carolina, on Thursday, 
January 1ri. 1970 at 2:00 p.m. 

commissioners !tiles H. Rhyne, Presiding, Hugh 
A. Wells, and ftarvin R. Hooten 

For the Applicant: 

ftr. B. e. Mccormick 
p. o. Box 6, stony Point., Horth Carolina 
Appearing for Hisself 

For the Commission staff: 

!'Ir. William E. Anderson 
Assistant Commission Attorney 
P. o. Box 991, Raleigh, Horth Carolina 

RHYNE, CO~"ISSIONER: By application filed vith the North 
Carolina utilities Com.mission on November q, 1970, D. B. 
!ccormick, Jr. t/a Piedmont Construction and Water Company, 
P. o. Box 6, iltony Point, North Carolina 28678, seeks a 
certificate of public Convenience and Necessity to provide 
pablic utility vater service in Westside Rills, Section II, 
catavba County, Rorth Carolina, and for approval of rates. 

By order issued December 18. 1970. the Commission 
scheduled the matter for public hearing. required that the 
applicant submit additional information pertaining to the 
application and required that notice of the public hearing 
be given by the.applicant. The requisite public notice vas 
given in the Mecklenbgrq Gazette. Ro one petitioned to 
intervene in the matter or protested the application. 

The public hearing vas held on January 14, 1971, in the 
commission H~aring Boom at 2:00 p.m. Ro one appeared at the 
hearing to protest the application. The applicant, B. B. 
l!cCormick, appeared and presented testimony in support of 
the application. The com■ission Engineering staff, through 
l!r. Davids. Creasy, presented testimony at the hearing 
concerning its evaluation of the information submitted by 
the applicant anil its investigation of the applicant's vater 
utility operations. 

Based upon 
commission in 
hearing in 
fol loving 

the 
this 
this 

information contained in the files of the 
docket and evidence adduced at the public 

proceeding, the Commission aakes the 

FINDINGS OF FACT 

1. That the applicant, B. B. ffcCormick, t/a Piedmont 
construction and water Company. is currently proYiding water 
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service to seven customers, and proposes to serve 59 
residences, in Westside Hills. 

2. That the applicant is presently providing vater 
utility service under Certificates of Public convenience and 
Necessity qranted by this commission in three other 
subdivisions. 

3. That the applicant• s office is located on OS 21, one 
mile north of Statesville, North Carolina and this business 
enterprise is engaged solely in the building and operating 
of residential water systems. 

q. That the applicant bas entered into agreements vith 
Westside Land company, the developer of Westside Hills, 
Section II, whereby the applicant vill install and operate a 
vater system to serve said subdivision, and whereby the 
applicant has secured cont.col of the vell sites and right­
of-vays necessary to operate the vat.er systems. 

5. That Westside Bills is a residential subdivision 
currently under development located on county Road 1149 in 
Catawba county approximately £our miles fros the City of 
Hevton, North Carolina. 

6. That the adjacent subdiTision, Westside Hills, 
Section I, is currently supplied vat.er by Triangle Realty 
company of Nevton, Horth Carolina which h~s indicated by 
letter incluied in this file that their vater syste ■ is 
small and nvas provided by us only as a matter of 
conTenience for a builder. Ve have no desire to increase 
vhat ve nov have." said vat.er system is not operating under 
a certificate and has ■ade no filing for a Certificate to 
serTe either Westside Rills, Section I, or Westside Bills, 
Section II. 

7. That a grovth in the de ■and for vat.er serTice in the 
proposed service area is anticipated .as demonstrated by the 
current construction of 21 additional residences in the 
Subdivision. Such water serTice is not now proposed for· 
said area by any other- public ntility, municipality or 
me■bership association. 

e. That the requisite filings haTe been ■ade vith the 
State Board of Health ana tbe approvals are on file with 
this Co11mission. 

9. That the tariff filed 
a monthly flat rate of !iS.00 
charge of $200.00. 

with this application reflects 
per month a·ua a connect-ion 

10. That there have been no complaints regarding vat.er 
serTice in the proposed serTice area. The applicant 
proposes to complete construction of a pum.p house vith a 
heater and to install a second well and storage tank prior 
to serving the 13th customer in said area. 
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11. That the applicant's job and technical experience 
includes his having been ge reral manager of Iredell Water 
Corporation for tvo years, his holding a class c Vater 
Filteration certificate from N.C. State University, and his 
cnrrent public utility vater operations. 

12. That the applicant has a net worth in excess of 
$40,000; the gross annual revenue in 1971 under the proposed 
rates will be $710.00 with annual operating erpenses in 
1971, including depreciation and taxes, at $1,349.30, 
resulting in a net loss for 1971 of $639.20; the gross 
annual revenue at full development under the proposed rates 
be approximately $3,500.00 vith annual opera ting expenses 
approximately $2,500.00. The applicant, additionally, vill 
receive contributions in aid of construction in the form of 
tap fees of $200.00 per house. 

Based upon the foregoing Findings of Fac1:, the commission 
reaches the following 

CONCLOSIORS 

There is a demand and need for public utility vater 
service in Westside Hills, section II, Catawba county, North 
Carolina. by B. B. Kccor11ick, t/a Piedmont Construction and 
Water Company, vho has demonstrated his ability and desire 
to provide the proposed ser•ice and who has adequately 
provided the existing service •. The proposed rates are just 
and reasonable and the facilities and source of supply vhich 
the applicant proposes to operate and improve as the demand 
grows and to so improve in accordance vith the requirerients 
of the· commission vill be adeguate to supply the reasonable 
demand of the customers for ·water service in the proposed 
service area. 

IT IS• THEREF~RB, ORDERED: 

1. That a certificate of Public Convenience and 
Necessity should be and hereby is granted aut.horizing 
applicant to operate as a public utility providing vater 
serTice in Westside Hills. section II. 

2. That the schedule of rates attached hereto and ■ade a 
part hereof be. and hereby is. approved and that said 
schedule of rates is hereby deemed to be filed with the 
Commission pursuant to G.S. 62-138 and vill beco■ e effective 
on one aay•s notice to the customers. 

3. That this Order will of itself constitute the 
Certificate of Public convenience and Recessity. 

q. That the books and records of the applicant shall be 
kept in accordance vith the oniform syste■ of Accounts 
established by the commission for vater utilities, and vitb 
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the Rules and Regulation of the HOrth Carolina Utilities 
commission. 

ISSUED BY ORDER OF THE C:0!8ISSION. 

This the 20th day of January. 1971. 

BORTH CAROLINA UTILITIES C088ISSION 
Bary Laurens Richardson, Chief Clerk 

(SEH) 

APPENDIX "A" 
PIED80NT CONSTRUCTION ABD WATER CO. 

STATESVILLE, NORl'B CA.BOLIN& 

WATER RATE SCHEDULE 
Residential Service 

!!!! - $5. 00 per month fiat rate 

CONNECTION_CHARGBS - $200.00 

RECONHECTION CHARGES 

N.c.u.c. Rule R7-20(f) - $4.00 
N. C. U. C. Rule R7-20 (g) - $2. 00 

BIL!2..J!!!!: Ten days after date rendered. 

DOCKET HO. W-262, SUB q 

BEFORE THE HORTH CAROLIBA UTILITIES C08KISSION 

In the aatter of 
Application by Piedmont Construction and 
Water company, Inc., P. o. Box 6, Stony 
Point, North Carolina, for a certificate of ) 
Public convenience and Necessity to Provide l 
water Utility Service in Homestead Estates ) 
and Kings Acres subdivision, Iredell l 
County, North Carolina, and for Approval , 
of Rates ) 

RECOftftENDED 
ORDER GRANTING 
CERTIFICATE OF 
PUBLIC 
CONVENIENCE 
ADD NECESSITY 
A HD APPROVAL 
OF RATES 

REARD IN: Bearing Room of the Commission, 
Building. Raleigh. North Carolina, on 
October 29, 1971, at 2:00 p.m. 

Ruffin 
Friday, 

BEFORE: Hearing Examiner, William E. Anderson 

APPEARANCES: 

For the Applicant: 

'iJ. E. Crosswhite. Esquire 
Sowers. ~very and Crosswhite 
Attorneys at Lav 
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Draver 1226 
Statesville, North Carolina 28677 

For the commission Staff: 

"aurice w. Horne, Esquire 
Assistant Com11ission Attorney 
P. o. Box 991, Raleigh, North Carolina 

ANDERSON, HEARING EXANINER: By application filed vith the 
!forth Carolina utilities co111.11ission on August 26, 1971, 
Piedmont Construction and Water Company, Inc., seeks a 
Certificate of Public convenience and Necessity to provide 
public utility va ter service in Homestead Estates and Kings 
Acres Subdivision, Iredell county, North Carolina; and 
approval of rates. 

By order issued September 13, 1971, the commission 
scheduled the matter for public hearing and required that 
notice of the public hearing be given by the applicant. The 
requisite public notice was given in the 2ll!~illlli [~rd 
.!!lg Landmark, Statesville, North Carolina. No one 
petitioned to intervene in the matter or protested the 
application. 

The public bearing vas held at the time and place 
designated by prior order. No one appeared at the hearing 
to protest the application. The applicant, Piedmont 
Construction and Water Company, Inc-:, presented its 
President, l!r. B. B. t!cCormick, 1.n support of the 
application. The commission Engineering Staff, through ftr. 
David F. Creasy, presented testimony at the hearing 
concerning its evaluation of the information submitted by 
the applicant and its investigation of the applicant's water 
utility operations. 

Based upon the information contained in the files of the 
Commission in this docket and evidence adduced at the public 
hearing in this proceeding, the Rearing Examiner makes the 
fol loving 

PIRDINGS OF PACT 

1.. That the Applicant, Piedmont Construction and Water 
Company, Inc., is a duly organized and existing corporation 
ander the laws of the State of North Carolina vith its 
registered office at Route 1, Rimmer Road, Stony Point, 
Iredell County, North Carolina. 

2. That the applicant is currently providing vater 
service to one c~stomer, while proposing to serve 22 
customers, in Homestead Estates, and is serving 5 customers, 
vhile proposing to serve 26, in Kings Acres Subdivision. 

3,. That the 
utility service 

applicant is presently providing water 
elsewhere under Certificates of Public 
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convenience and Necessity granted by this commission for 
other subdivisions. 

4. That the applicant has entered into agreements vith 
~akEviev Enterprises, Inc., and ~oor Lanes, Inc., the 
developers of t.be subdivisions, whereby the applicant vill 
install and operate a water system to serve each 
subdivision, and whereby the applicant has contracted for 
conveyances of the well sites and right-of-ways necessary to 
operate the water systems. 

5. That Homestead Estates 
currently unaer development 
appro:rimat.ely 3 111iles front 
Carolina .. 

is a residential subdivision 
located in Iredell county 
the rovn of Troutman, North 

6. That Kings Acres Subdivision is a 
subdivision currently under development located 
County, approximat~ly 7 miles from the Town of 
North Carolina. 

residential 
in Iredell 

!lo ores ville, 

7. That a grovtb in the demand for water service in the 
proposed service area is anticipated as demonstrated by th~ 
current cons true tion of additional residences in the 
subdivisions.. such vater service is not nov proposed for 
said areas by any other public utility, municipality or 
membership association. 

8. That the requisite filings have been made vith the 
state Board of Health and the approvals are on file vith 

. this commission. 

9. That the residential service tariff filed vith this 
1application proposes the following rates and tap fees: 

l!ETEBED RATES 
-uptOfirst 3000 gallons per ■onth - $5.00 minimum 

All over 3000 gallons per month - $1.00 per 1000 gal~ons 

FLAT J!ATE 
-Plinimll"m rate under metered rates until such time as meters 

are installed for all customers. 

CONRECTIOR CR ARGES: $200. 00 

10. That there have been no complaints regarding water 
serTice heretofore provided in the proposed service areas. 

11. That the applicant's job and technica1 eltperience 
includes his having been geteral manager of Iredell Water 
Corporation for two years. his holding a Class C Water 
Filteration certificate fro■ H.C. State oniTersity, and his 
current certificated public utility water operations. 

12. That public convenience and necessity requires the 
vater service proposed by the Applicant. 
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13. That the Applicant is financially 
able to provide the service it proposes 
basis. 

willing, ready and 
on a continuing 

14. That the 
Applicant, as set. 
and reasonable. 

rates for the water service as proposed by 
forth hereinabove, are found to be just 

Based upon the foregoing Findings of Pact, the Hearing 
Examiner reaches the following 

CONCLUSIONS 

There is a demand and need for public utility water 
service in Homestead Estates and Kings Acres Subdivision, 
Iredell County, North Carolina, by Piedmont construction and 
water company, Inc., which has demonstrated its ability and 
desire to provi~e· the proposed service and who has 
aaequatelv provided the existing service. The proposed 
rates are ;ust and reasonable and the facilities and source 
of supply which the applicant proposes to operate and 
imfrove as t.he deman1 grows and to so improve in accordance 
vith the requirements of the commission will be adequate to 
supply the reasonable demand of the customers for vater 
service in the proposed service area. 

The :=.chedule of rates approved by this Order and attached 
hereto should be authorized to become effective on one (1) 
day's notice. This action is not inconsistent vith the 
President's Rxecutive Order on wages and prices inast!luch as 
Applicant is proposing to provide a nev service to nevly 
established residential customers and the rates approved by 
this orner are consistent vith the rates presently being 
charged by at.her public utilities of comparable size to the 
Applicant and in reasonable proximity to the area proposed 
to be sErVed by the App_licant. 

IT IS, THEREFORR, ORDERED: 

1. That a Certificate of Public Convenience and 
Necessity should be and hereby is granted authorizing 
applicant to operate as a public utility providing vater 
service in Homestead Estates and Kings Acres Subdivision. 

2. That this Order will of itself constitute the 
certificate of Public convenience and Necessity. 

3. That the schedule of rates attached hereto and made a 
part hereof as Appendix "A" be, and hereby is, approved and 
that said schedule of rates is hereby deemed to be filed 
vith the commission pursuant to G.s. 62-138 and vill become 
effective on one day's notice to the customers. 

ISSUED BY ORDER OF THE co~~TSSIOR. 
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Tbis the 2qth day of November, 1971. 

NORTH CAROLINA UTILITIES C0~5ISSION 
!Catherine M. Peele, Chief Clerk 

(SEU) 

APPENDIX "A" 
DOCKET NO. V-262, SUB 4 

PIF.TI!"IOHT CONSTRUCTION AND WATER CO., INC. 

~ETERED P.ATE 

HOMESTEAD ESTATES 
KINGS ACRES 

WATER RATE SCHEOIJLE 
{Residential Ser.vice) 

Up t.o firSt 3000 gallons per month - $5.00 minimum 
A 11 over JQO O qa llons per month - $1. 00 per 1 000 gallons 

t:t.JL!ll] 
ftinimum rat?. under metered rates antil such time as meters 
are installed for all customers. 

CONNECTION_CHARGES 
$200.00 pee house service, payable by developer. 

RECONNECTIQL£HAE2]2 
s.c.u.c. Fule R7-20{f) - $4.00 
N.c.u.c. Rule R7-20{g) - $2.00 

BILJ.S DU~: Twenty days after date rendered. 

Issued in accordance vith authority granted by the North 
Carolina U·tilities Commission in Docket Ho. 'il'-262. Sub 4. 

DOCKET NO. W-61, SUB 9 

BEFOBE THE NORTH CAROLINA UTILITIES COKftISSION 

In the Matter of 
~pplication of southeastern water an~ ) 
TJt ilities Company, 705 Baugh Building. ) 
Charlotte, North Carolina. for Approval of) 
Increased Ra~es for Water Utility service ) 
In High fteadows Estates Subdivision, ) 
Alleghany county, North Carolina ) 

ORDER GUNTING 
CERTIFICATE 
A.ND APPROVING 
RATES 

HEARD IN: The Hearing Room of the commission, one Vest 
Horgan street. Raleigh, !forth Carolina, on 
Wednesday, April 21, 1971 at 10:00 a.m. 

Commissioners ~iles R. Rhyne, Presiding, Hugh 
A. Wells, an~ narvin R. Wooten 
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APPEARANCES: 

For the Applicant: 

F. Kent Burns 
Boyce, Mitchell, Burns and smith 
Attorneys at Lav 
P. o. Box 1406, Raleigh, North Carolina 27602 

For the Commission Staff: 

William E. Anderson 
\ssistant commission Attorney 
N.C. Utilities commission 
Ruffin Building, Raleigh, North Carolina 

BY THE co~~ISSION: On January 
Rater and Utilities company filed an 
Commission for approval of increased 
service in High Keadovs Estates 
county, North Carolina. 

15, 1971, southeastern 
Application vith the 

rates for vater utility 
Subdl vision, Alleghany 

' The commission, being of the opinion that the Application 
affects the interest of the consuming public, set the matter 
for investig~tion and public hearing. 

The matter came on for hearing at the time and place set. 
The Applicant gave the reguisite public notice in The 
illggh~ !~~~. Sparta, North Carolina, as indicat~d by the 
Affidavit of Publication, and served notice on customers as 
is indicated by the Certificate of service. 

The Applicant's President, Leslie e. Cohen, testified 
generally as to t.he ~pplica tion for a rate increase 
proposing a change in rates from $QB.OO per year to $60.00 
per year, (an increase of $1.00 per month per customer) and 
an increase in the connection charge from $360.00 to $500. 00 
per service, to be paid by the developer. .!fr. Cohen 
intro~uced into evidence a number of exhibits purporting to 
establish such matters as operating expenses, revenues, the 
effect of the proposed rate increase, and an analysis of 
present and µroposed programs and tap fees. 

The eviden=e introducea by the Commission's Staff included 
the testimony and exhibits of "r. "ichael C. Warren, Staff 
Accountant, consisting of his audit report, setting forth 
the results of his examination covering the 12 months' 
period ending December 31, 1970, a statement of rate of 
return after adjustment for idle plant and a statement of 
data relative to the requested increase in tap fees. l!r. 
Davia Creasy of the Engineering Staff offered testimony to 
explain the Staff projection of expenses involved in making 
future servi=e connections and the justification for the 
adjustment of idle plant. In that portion of his testimony, 
be explained that while the system is at the present til3e 
developed to the point at which there ace serv-ices installed 
for 160 of the proposed 200 customers, the subdivision is 
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only 2si developeil, that there is a substantial amount of 
utility plant installed at points beyond the areas developed 
at the end of the test period, that there is some utility 
plant not being used, (specifically, one vell out of service 
and the distribution lines associated vith that vell) and 
that there are distribution lines to a lodge which is not at 
the present time connected to the system. For these 
reasons, l'!r. Creasy concluded that only 40'1 of the utility 
plant should he allowed as used and useful in providing 
utility service,. including a reasonable grovth margin. 

Plr. warren• s a11dit involved an analysis of all expenses on 
a monthly basis, and certain accounting adjustments to those 
expenses, to reflect. the best estimate of utility share of 
total company operation and maintenance expenses. The gross 
revenues, after those adjustments, reflect a test period 
gross revenue of $2,691.65, with total deductions from 
operating revenues, amounting to SS,361.21. This figure 
includes an adjustment dovnvard in the amount of .. $2, 3'l0. 79 
to decrease Applicant's proposed depreciation to conform 
vith engineering guidelines. These figures produced a net 
operating loss in thP. amount of 12,669.56. 

From the evidence adduced at the hearing, the Commission 
makes the folloving 

FINDINGS OF FACT 

1. SoutheastP.rn Wat.er and Utilities Company supplies 
vat.er to High ~eadovs Estates subdivision with qg 
residential customers and one co11mercia 1 customer under a 
Certificate of public convenience and Necessity constituting 
southeastern ~at.er and Utilities company, a water public 
utility. 

2. The operations for the test year show a net loss in 
excess of $2,500.00. The proposed rate adjustment, in the 
amount of $588.00 (before taxes), would resul.t in a test 
year net operating loss (after taxes other than income) of 
approximately t2,ooo.oo .. 

3.. 'T'he expenses 
~eadows P.states amount 
the average expense 
water companies in the 

for providing water service at High 
to $109. 40 per customer compared to 
per customer of other representative 
a111on1!_t of $61 .. 39. 

4. The cost of providing services to the remaining qQ 
residences would be a~proximately $2,000.00; the ~pplicant•s 
estimated requirements for se~ving the subdivision at full 
development include the installation of tvo additional well 
pumps, pump houses, auxiliary t·anlcs and one large upright 
tank. The estimated cost of these additions is $24, 500 .. 00. 
with future investments of this magnitude, the net utility 
plant at ·complete development, computed on the basis of the 
proposed increased tap fee, would be approximately 
$12 ,ooo. 00. 
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Whereupon the Commission reaches the following 

CONCLUSIONS 

The evidence offered by both the Applicant and the Staff 
establishes clearly that the vater serYice at Righ fteadovs 
Estates, during the test year, vas a loss proposition due 
primarily to tvo reasons: (1) lov rates and_ (2) high 
operating and maintenance expenses. Ue conclude that the 
proposed rate incre~se vill establish just and reasonable 
rates, and will establish such rates as will enable the 
utility to obtain a reasonable rate of return, particularly 
in viev of the imminent growth in the number of customers 
and in view of the apparent. opportunity of the Applicant to 
effectuate some economies in operation. Ve further conclude 
that the proposed increase in the tap fee is just and 
reasonable in viev of the anticipated future requirements 
for ptov~ding utility service to the total subdiTision. 

IT IS TRERRPORE ORDERED: 

1. southeastern Water and Utilities company is hereby 
authorized to establish the following rates for its water 
service at High Meadows Estates: $60.00 per year. 

2. Southeastern Water and Utilities Company is hereby 
authorized to charge a tap fee for service connections in 
High Meadows Estates as follows: $500.00. 

3. That the revised tariff is established in the 
attachment marked "Appendix A", vhich is hereby deemed to 
be the requisite statutory filing of rates. 

q. Southeastern Water and Utilities company is hereby 
authori-zed to apply the revised rates as herein approved on 
all bills rendered for service provided after Ray 1, 1971. 

ISSUED BY ORDER OP THE COft~ISSION. 
This the 10th day of ~ay, 1971. 

(SEAL) 
NORTH CAROLINA UTILITIES COH~ISSION 
Anne t. Olive, Deputy Clerk 

APPENDIX "A" 
SOUTHEASTERN WATER 6 O'l'IUTIES C08PAHY 

DOCKET NO. R-61, SUB 9 

APPROVED IJATF.R RA.TE SCHEDULE FOR HIGH MEADOWS ESTATES 

Jill:! 
Fesidential - Unlimited service - $60.00 per annum. 
payable in advance. 

Commercial - 1:.50 per 1,000 gallons per month - !10.00 
minimum. 

CONNECTION CHARGE: $500.00 per service. 
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RECON:f!g£T_IOH ~2 ES 
N.c.o.c. 'Rule R7-20(e) $4.00 payable in advance for 
restoring cut-off service. 

N. c ... U. C. Pule R7-20 (f) $2.00 for restoring service turned 
off at custower•s request. 

DOCKET NO. W-314. SOB 1 
DOCKET NO. 'ii'-314, SOB 2 
DOCKET No. W-314, SUB 3 

BEFORE THE NORTH CAROLINA UT"ILITIES ::::Ol!!USSION 

In the Hatters of 

Docket No. R-'314, Sub ) 
Application bv Surry Water Company. Inc •• 151 ) 
North Main Street, ~ount A.iry. North Carolina, ) 
for a certificate of Public convenience and ) 
Necessity to Provide Vater Utility service in ) 
Sheffield Park Subdivision. Davie County, ) 
North Carolina, and for Approval of Rates ) 

and 

Docket No. W-314, Sub 2 
Application by Surry Water company, Inc., 157 
Hortb ftain Street, ftount Airy, North Carolina, 
for a Certificate of Public Convenience and 
Necessity to Provide Water Utility Service in 
Snow Hill Subdivision, and Pine Lakes Subdi­
vision, surrv county, North Carolina, and for 
Approval of Rates 

and 

Docket No. w-31Ri, sub 3 
Application by Surry Water company. Inc., 151 
North l'tain Stt"eet, "'-ount Airy. North Carolina, 
for a Certificate of Public Convenience and 
Hecessity to Provide water Utility Service in 
Reeves ~oods subdivision, Surry County, Horth 
Carolina. and for Approval of Rates 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

RECD!'l!'I ENDED 
ORDER 
GR A.NT ING 
CERTIFICATE 
OP PUBLIC 
CONVENIENCE 
AND 
NECESSITY 
AND 
APPROVING 
RATES 

HURD IN: The commission Hearing Room. Ruffin Building. 
Raleigh. North Carolina, on October 20. 1911 

BEFORE: William E. Anderson. Hearing Examiner 

APPEARANCES: 

For the Applicant: 

Fred Folger. Jr.• Esq. 
Attorney at tav 
P. o. Box ll28, ?lount Airy. Borth Carolina 
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For the Commission Staff: 

Edvard B. Hipp, Esq. 
commission Attorney 
Ruffin Building, Raleigh, North Carolina 

No Protestants 

ANDERSON, HE !lRING EX: APIINEII: By Application filed 
September 10, 1971, the Applicant seeks a certificate of 
Public Convenience and Necessity to provide vater utility 
service in sheffieln Park Subdivision, Davie County, North 
Carolina, and for approval of rates. This Application vas 
designated as Docket No. W-314, sub 1. 

By Apolication filed on September 10., 1971, the Applicant 
seeks a Certificate of public convenience and Necessity to 
provide public utility water service in snov Hill and Pine 
Lakes subdivisions, Surry county, North Carolina, and 
approval of rates proposed to be charged therein. This 
matter was designated Docket No .. R-314. Sub 2. 

By "PPlication filed on September 10. 1971, the Applicant 
seeks a Cert.ificate of Public Convenience and Necessity to 
provide public utility vater service in Reeves Roods 
subdivision, Surry county, North Carolina, and approval of 
rates to he charqed therein. This matter vas designated 
Docket No. ll-3111, Sub 3. 

Bv orders issued in 
comfflission scheduled 
requiring t.hat the 
hearing. 

each docket on September 30, 1971, the 
the matter for public he:1.ring, 

Applicant give notice of the public 

All three dockets came on for hearing on October 28, 1971, 
and were consolidated for hearing. The Affidavits of 
Publication identified a,s Applicant's Exhibit X, consisting 
of three affidavits, indicate t bat public notice regarding 
Sheffield P.:t.rk S uhdivision vas given in the !!Aili i;ounty 
Enterprise R~£QE1; that notice regarding Snow Hill and Pine 
Lakes Subdivisions, Surry County. was given in the t12.!!.D.1 
!ill Tim~ and that notice regarding the Reeves Roods 
subdivision, Surry county. vas given in the !!..2!!n! !i.rl'. 
Tim!l§:• 

Ho one petitioned to intervene in the matter or protested 
the Applications in Writing or by appearance at the hearing. 
The Applicant was represented by counsel and offered Mr. 
Robert J. Lovill, TIJ, its President. as its witness in 
support of the Application. The co-mmission Staff offered 
the testimonf of !'Ir. Ralph Griffin• Utilities Engineer, Gas 
and Rater Division, North Carolina Utilities commission. 

Hr. Lovill testified primarily as to the nature of the 
subdivision development public utility operations. Re 
testified that he en visioned serving approximately 160 
customers in the four subdivisions. In bis testimony, he 
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orally modi!ied thP. rate schedule consistent with the rates 
het"et.ofore granted in a prior Applic3. tion regarding McBride 
Heiqhts subdivision {Docket No. W-314). He estimates that 
all of the four subdivisions in the instant applications, 
except Snov Hill Subdivision, will be completely full and 
revenue proa 11cinq within two years. 

~r. Ralph Griffin testified, regarding Sheffield Park, 
that he had conducted an on-site inspection of the system, 
the results of which indicate that there are sufficient ?Ump 
and well capacities for the total development of 3Q 
customers, hut there is some doubt vhet-.her the 3,000 gallon 
pressure tank will provide sufficient storage for the 
subdivision at total development and that this will depend 
on the manner in vhich the tanlc is opecated, i.e., whether 
or not sufficient air is maintained in the tan'k to pcevent 
vaterlogqinq. Hr. Griffin noted that problems of 
insufficient storage may occur when 15 to 20 customers arP. 
served .. 

Regarding the Application for Pine Lakes Subdivision 
(Sections 4, 5 and 6), Mr. Griffin testified that an on-site 
inspection was mar1e with results indicating that the vell 
and pump capacity are sufficient for the present number of 
customers, but that the present vell capacity appears 
adequate for approximately only 45 to 50 customers. The 
total development has been estimated to be ar,proximately 52, 
vhile the present number of customers is approximately 10. 
P!r.. Griffin noted that the system is a gravity system and 
that there is insufficient difference in elevation between 
several of the building lots and the ground storage tank to 
provide adequate pressure at houses being built there.. He 
testified that adequate pcessure could be provided either 
through individual pumps and tanks for each house, or that a 
small hydropneumati'c tank could serve three or four adjacent 
lots. 

From the evidence, it appears that there are three or four 
building lots in close Proximity to the ground storage tank 
vhich may be :,, nticipa ted to have insufficient pressuce; 
there may also be other building lots within the subdivision 
where the elevation is such that the gravity system vill not 
provide adequate pressure. ~r .. Lovill testified that be 
originally ~nticipated that the developer vould install 
individual hydropneumatic tanks for each house where 
pressure pro~lems might exist and that the customers 
themselves would acquire this apparatus as part of the house 
purchase price and vould be responsible for the maintenance, 
such that any customer being served in that manner would not 
look to the water company for resolution of his pressure 
problems. 

Regarding 
inspection 
customers, 
customers .. 
storage to 

snov Hill, Kr. Griffin testified that an on-site 
was made, and that there are presently no 
but total developmP.nt is antici?ated to reach 60 
tfe testified that presently there is sufficient 
provide for only approximately 20 customers. Re 
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noted that there were exposed vater lines and inadequately 
protected bloll-off valves vhich should be corrected. No 
chemical analysis has been submitterl. 

Regarding the water system proposed for BeevP.s Roods 
Subdivision, ,r. Griffin testified that an on-site 
inspection harl been made there also, and that there are 
approximatelv 3 customers vitb total development estimated 
to be 12. !le testified that the system is adequate nov but 
can serve 12 customers only if the pump is properly 
maintained to rrevent vat.erlogging. 

Tn his testimony Mr. Lovill orally modified the tariff 
originally proposed. Re stated that Surry Water Company 
would provide water service in the subdivisions included in 
these three applications in accordance vith the metered 
water rate schedule allowed in Docket No. W-314. That 
schEdule is as follows: 

O - 4,000 Gallons 
4,000 - 7,000 Gallons 
over - 7,000 Gallons 

$ 4. 50 rtinimu m 
$1.00 Per 1,000 Gallons 
$ .70 Per 1,000 Gallons 

Based upon thP. information submitted in the verified 
Applications, the testimony given, the exhibits introduced 
at the puDlic hearing, and as late exhibits, and a letter 
dated October 27, 1971, from the state Board of Health to 
rtr. !ovill, the Rearing Examiner makes the following 

FINDINGS OP FACT 

1. That the Applicant, Surry Water Company, Inc., is a 
duly organized and existing corporation under the laws of 
North ca rolina, vi th its registered office at 157 North Main 
Street, Mount Airy, North Carolina. 

2. That the Applicant has heretofore been issued a 
Certificate of eublic convenience and Necessity to provide 
pub lie utility water service to customers in McBride Reigh ts 
Subdivision in Surry County, North Carolina. 

3. That by these Applications the Applicant proposes to 
provii!.e pub lie utility va ter service in Sheffield Park 
Subdivision, Davie County, Horth Carolina, Pine Lakes 
Suh division (Sections 4, 5 and 6), snov Hill subdivision and 
Reeves woods Subdivision, all in Surry County, North 
Carolina .. 

4. That the Applicant is presently serving approximately 
a dozen residential customers in the four subdivisions at no 
charge. 

5. That the well sites and vater system plans have been 
approved by the state Board of Health. 
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6. 'l'hat 
contemplated 
$45,700. 

the gross investment in the four water systems 
in these applications amounts to approximately 

7. That the proposed rate sched~le, as set forth herein 
above, is deemed just and reasonable inasmuch as said 
proposed rate sti;ucture will afford a reasonable opportuni t. y 
to obtain a reasonable return from the public utility plant 
vhen said plant becomes used and useful in providinq utilitv 
service. 

8. That the Applicant submitted, as late exhibits, 
evidence of Soard of Health approval regarding the Sheffie!~ 
Park well site, and chemical analysis data regarding the 
Pine Lakes Subdivision water supply. 

9. That various system improvements still need to be 
made, in accordance vith the Board Of Health recommendations 
transmitted to 11r. Lovill by letter dated October 27, 1971. 

10. That no municipality, co-op or 
proposes to provide vater serviCe in the 
service areas contemplated .herein. 

public utility 
four subdivision 

11. That the public convenience and necessity requires 
the va tP.r service proposed by the Applicants. 

~hereupon the Hearing Examiner reaches the following 

CONCLUSIONS 

Tbere is a demand atid need for public ut.ility vater 
service in the Sheffield Park, Snow Hill, Pine Lake::;:, and 
Reeves Hood.s suh!livisions, the service area proposed by the 
Applicant, which has adequately pcovided the existing 
service. The proposed rates are just and reasonable and the 
facilities and source of supply which the Applicant proposes 
to operate and improve as the demand grows, and to so 
improve in accordance with the requirements of the 
Commission, will be a~equate to supply the reasonable demand 
of the customers for domestic va ter service in that 
subdivision. 

Although Surrv Water company, Inc., is a nev public 
utility and its President, !tr. Robert J. Lovill, III, has 
only limite<1 experience in the operation an!1 maintenance of 
pulllic utilit:v vat.er systems, thP. Applicant appears to be 
fit, vill.inq and able to provide adequate and efficient. 
vater service to its customez:-s. Mr. Lovill testified that 
he is in the ,:,rocess of working out service agreements vith 
various persons. The Hearing Examiner is r>f the opinion 
that when these agreements are consummated, the Commission 
should he notified in writing as to the details of such 
agreements. 

Pegarding the ~pplicant•s proposal to have 
customers in Pine Lakes subdivision maintain and 

cettain 
opecatiP. 
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their ovn equipment for providing adequate vater pressure,. 
this Hearing Examiner concludes that such an arrangement can 
only create confusion, misunderstanding, and service 
coaPlaints, by initial homeowners and by their successors. 
such an arrangement vould be inadequate, insufficient, and 
unreasonably discriminatory under G.S. 62-42 and G.S. 62-140 
and should not be encouraged or approved. Rather, it is the 
obligation of su.rry water company. Inc.• to provide adequate 
public utility vater service, including adequate pressure. 

The Hearing Examiner concludes that the certificate of 
Public convenience and Necessity should be granted and that 
the water rat~ schedule attached hereto as Appendix A should 
be approved. The vatec. .. -1:a te schedule approved should he 
authorized to become effective on one day's notice to 
customers. This action is not inconsistent vith the 
President's Executive order on vaqes and prices, inasmuch as 
the Applicant is proposing to provide a nev service and the 
rates approved by this order are consistent vith rates 
presently being charged by the public utilities of 
comparable size and in reasonable proximity to the area 
proposed to be served. 

IT IS, THEREFORE, ORDERED: 

1. That a Certificate of Public Convenience and 
Necessity should be, and hereby is granted, authorizing 
Applicant to operate as a public utility providing vater 
service in Sheffield Park subdivision, Davie county, Horth 
Carolina, and Snow Hill, Pine Lakes (Sections 4, 5 and 61, 
and Reeves Woods subdivisions, Surry County, North Carolina. 

2. That this Order vill of itself constitute the 
Certificate of Public Convenience and Necessity. 

3. That the schedule of rates attached hereto as 
Appendix A he, and hereby is approved, and that said 
schedule of rates is hereby deemed to be filed with the 
Commission pursuant to G.S. 62,138 and will become effective 
on one day•s notice to the customers. 

4. That the identity and qualifications of the vater 
system operation and maintenance personnel and contractors 
should be submitted in writing vithin sixty {60) days of the 
date of this Order. 

s. That the Applicant be and hereby is, directed to make 
any and a 11 system plans such as are necess:1. ry to insure 
that all customers will receive adequate utility service, 
including adequate water pressure~ and submit such plans 
vithin sixty (601 days of the date of this Order. 

6. That the Applicant be, and hereby is, directed to 
submit, within sixty (601 days of the date of this order, a 
progress report indicating, in detail, which of the 
improvements recommended by the State Board of Health by 



FRANCHISE CERTIFICATES 733 

letter date~ October 27, 1971, have been made as of that 
date. 

7. That the Applicant be, and hereby is, directed to 
take care of any exposed water lines and unprotected blowoff 
valves as may currently be improperly covered or protected, 
and to report on any such improvements as a part of the 
report requested in Paragraph 6 above. 

a. That the hoo~s and records of the Applicant shall be 
kept in accordance with the Uniform System of Accounts 
established by the Commission for water utilities, vith the 
Rules and Regulations of the North Carolina Utilities 
commission, and according to such reasonable guidelines as 
the 1'1.ccounting Department ma·y recommend, the Applicant being 
hereby directed to arrange a conference vith a staff member 
of that Departmernt t.o discuss such quidelines. 

ISSUED BY ORDER 0~ THE COMttISSION. 

This tbe 26th day of November, 1971. 

NOFTH CAROLINA UTILITIES co~~ISSXON 
Katherine H. Peele, Chief clerk 

{SEU) 

"TI ERE!LJ!l,:J:1; 

A.PPEND!X A. 
DOCKET NO. W-31ij, SUB 1 
DOCKET NO. V-314, SUB 2 
DOCKET NO. W-314, SUB 3 

SURRY WA.TER COftPANY, INC. 
SHEFFIELD PAFK 

SNOW HILL 
PIHE LAKES (SECTIONS 4, 5 and 6) 

'REEVES WOODS 

WA.TER RATF SCHEDULE 
(Residential Service) 

O - 4,000 Gallons 
4,000 - 7,000 Gallons 
over - 7,000 Gallons 

$4. 50 11i nimum 
$1.00 Per 1,000 Gallons 
$ .70 Per 1,000 Gallons 

!il.'.Ll!!!] 
Where meters are not yet installed, the $4.50 minimum 
app1ies as a flat rate. 

COfillECTTON_CHARGES 
$300 for each home service, to be paid by the developer. 

RECONNECTIQ!L£![!B.2]2 
N.C.u.c. Rule R7-20{f) - $4.00 
R.C.U.C. Rule R7-20(g) - S2.00 

BIL~ 
Tventy days after date rendered. 
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Issued in accordance with authority granted by the North 
Carolina Utilities Commission in Docket No. W-314, Subs 1, 2 
and 3. 

DOCKET NO. W-27, SUB 3 

BEFORE 1'HE NORTH CAROLINA UTILIT.IES COMMISSION 

In the Matter of 
Applicat·ion of Forest Hills Water Works, ) ORDER GRANTING 
Route 3, Nonroe, North Carolina, for Approv-) APPROVAL TO 
al of Rate Schedule to Increase Water Rates) INCREASE RATES 

BY THE COMMISSION: On January 4, 1971, an application was 
filed with the North Carolina Utilities Commission by Forest 
Hills Wat~r Works in which the applicant asked that the 
Commission approve an increase in water rates to its 
customers in the Forest Hills Subdivision, Union County, 
North Carolina. The appl.icant presently holds a Certificc:ite 
of Public Convenience and Necessity for the operation of a 
watet system in the above subdivision. 

The Comraission was of the opinion that_ the application 
affected the interest of the using and consuming public in 
the franchised area s~rved by Forest Hills Water Works and 
that the public should have an opportunity to intervene or 
protest the application if it so desired. It was also the 
opinion of the Commission that the tariff schedule filed by 
the .ipplicant should be investigated to determine if such 
rates are just and reasonable. The Commission declared this 
proceeding a general rate case pursuant to G.s. 62-133. 

The application was set for hearing on Th.ursday, ApF il 1, 
1971, at 2:00 p.m. in the• Commission Hearing Room, Ruffin 
Building, l West Morgan Street, Raleigh, North Carolina, and 
an investigation was instituted into the justness and 
reasonableness of the proposed rates and charges. 

On March 8, 1971, the Commission received a pel;i tion 
signed by all 42 customers of the Forest Hills Water Works 
stating that each had received a copy of the Notice To The 
Public containing a statement of the proposed water rates 
and asked that the Commission waive further hearing and 
investigation of the rate increase application by the 
applicant and further petitioned the Commission to issue an 
order allowing said rates to become effective upon the first 
day of the month next following the connection of the Forest 
Hills ~ater iforks to the Water Works of the City of Monroe, 
North Cat"olinc:. 

'fhe Commission in due consideration of the petitioners and 
after receipt of affidavit signed and notarized by customers 
that obtained the names of all 42 customers on the petition 
hereby orders the following~ · 
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1. That the schedule of rates attached hereto and made a 
part hereof as ~ppendiI "An should be,. and hereby is, 
approved and that said schedule of rates is hereby deemed to 
be filed with the commission pursuant to G.S. 62-138, and 
will become effective on the first day of the month next 
following the connection of the Forest Hills Water Works to 
the water works of the city of Konroe, North Carolina. 

2. That this order itself constitutes the order granting 
approval of the rate increase. 

3. That the books and records of 
kept in accorc1ance vi th the Rules and 

, North ca rolina Utilities commission. 

ISSUED BY ORDER OF THE CO~MISSIOH. 

This the 13th day of April, 1971. 

the applicant must be 
Regulations of the 

NORTH CAROLINA UTILITIES COMMISSION 
Katherine H. Peele, Chief Clerk 

(SE AL) 

~1_.E~:t~ 

APPENDIX "A" 
DOCKET NO. W-21, SUB 3 

PORES'l' HILLS WA.TEB WORKS 
FOREST HILLS SUBDIVISION 

!!ONROE, N. C. 

WATER RATE SCHEDULE 

First 2000 gallons~ $4•00 per month - minimum 
Next 8000 gallons@ $1.00 per 1000 gallons 
All over 10,000 qallons ~ $.70 per 1000 gallons 

3/Q inch t~ppinq charge, including meter - $85.00 
1 inch tapping charge, including meter - :t100.00 

Plus actual cost of replacing all paving or surfacing 
necessary. 

Beconnection_charge 

NCUC Pule R7-20(f) - $4.00 
NCUC Rule R7-20fg) - $2.00 

Bills D11e: Ten days after a.ate rendered. 
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DOCKET NO. V-223, SUB 1 

BEFORE THE NORTR CAROLINA CTTII.I.TIES COMMISSION 

In the Matter of 
Application of Havelock Develo~ment Corporation, ) ORDER 
Havelock, North Carolina, for Approval of. !_{ate ) APPROVING 
Schedule to IncrF!ase Water Rates in Westbrooke ) INCREASED 
Subdivision, Ravelock, North Carolina ) RA.TES 

REARD IN: The Hearing Room Of the Commission, One West 
Horgan street., Raleigh, North Carolina, on 
Wednes~ay, July 14, 1971 at 2:00 p .. m. 

BEFORE: Commissioners Marvin R. Wooten, Presiding, 
Harry T. Westcott, and ftiles H. Rhyne 

APPEARANCES: 

For t:he Applicant: 

Gene A .. ,Jackson 
Havelock Development Corporation 
P. o. Box 2q,2, Havelock, North Carolina 

For the commission Staff: 

~aurice R. Horne 
Assistant commission Attorney 
N. c. Utilities commission 
Ruffin Building 
Raleigh, North Carolina 

BY TRE C011!1ISSION: On November 12, 1970, Havelock 
Development Corporation filed an application with the 
Commission for approval of increased rates for water utility 
service in Westbrooke subdivision, craven county, Havelock, 
North ca rolina. 

'l'be commission, being of the opinion that the Application 
affects the interest of the consuming public, set the matter 
for investiqation and public hearing. 

The matter was continued and reassigned for hearing on 
July 14, 1971. Hearing was held at that time with no one 
present. to protest the application. The applicant gave the 
requisite puhlic notice in th~ Im!~!g~t f£Q!J~S2§, Havelock, 
North Carolina, as indicated by the Affidavit of 
Put-lication, anr1 servea notice on customers as is indicated 
by the Certificate of Service. 

The Applicant's President, Gene A. Jackson, testified 
generally as to the application. He testified that the 
purpose of the application was to recover the rental cost of 
an iron removal filter for the system. 
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The application proposes that the minimum monthly charge 
be increasea from $4.00 to $5.00, this amount covering the 
first 3,000 gallons of water used. Each customers• bill 
will be increased by !i1 .. 00 per month since there is no 
chacge in the re'llainder of the rate schedule. 

The eviden=e introduced by the Commission's Staff included 
theJ testimony and exhibits of t1r. Michael c. Warren, Staff 
~ccountant·, consisting of the Staff audit report, setting 
forth the results of his examination covering the 12 months' 
period ending December 31, 1970. 

Mr. Warren• s audit involved an analysis of all expenses on 
a monthlv basis, and certain accounting adjustments to those 
expenses. The figures shown after accounting adjustBents 
reflects the best ~stimate of utility share of total company 
operation and maintenance expenses. Gross revenues after 
accountinrr adjustments vere $3,260.75 vith operating 
expenses including taxes being $3,458.91. These 
calculations will produce a net operating loss of $210.55. 

From the evi~ence adduced at the hearing, the Commission 
111akes the fellowing 

FINOINGS OF FACT 

1. That. Applicant, Havelock Development CorpoI:'ation, is 
a coI:'poration rtuly organized under the laws _of N.. c. which 
supplies water to Westbrooke Subdivision with 34 residential 
customers at the end of the test period. It h~lds a 
certificate of Public convenience and Necessity constituting 
Havelock oevP.lopment cocpoI:'ation, a water public utility. 

2. The operations for the test year after accounting 
adjustments produce a net loss of $210.55. The proposed 
rate adiustment of $382.00 (before taxes) would result in a 
test year net operating income of $130.39 (after taxes). 

3. The 
Westbrooke 
or $100.59 

expenses for 
Subdivision during 
per customer. 

providing water service at 
the test period were $3,45R.91 

4. That Applicant1 s net investment in water utility 
plant was $A, 321.18 after accounting adjustments. 

5. A rate of return of 1. 57 percent on net plant 
investment is not an unjust and an unreasonable rate of 
return for Havelock oeVelopment Corporation's water utility 
operations. 

Whereupon the Commission reached the following 

CONCLUSIONS 

The Commission concludes that the rates requested herein 
are not uniust and unreasonable and should be approved. The 
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Commission concludes from evidence presented that the test 
period r?.sulted in a loss of $210.55. 

The commission concludes, finally, that the proposed rate 
increase will fuLnish this ut.ilit.y operation vith a rate of 
return which is not unjust and unreasonable. 

IT TS, TAE~EFORE, CRDERED: 

1. Havelock Development corporation is hereby authorized 
to increase its minimum month! y charge for the first. 3,000 
gallons of water from $4.00 to SS.00. 

2. That the revised tariff is established in the 
attachment !!larked "A.ppendix A", vhich is hereby deemed to he 
the requisite statutory tariff filing. 

3. Havelock nevelopment corporation is hereby authorized 
to apply the revised rates as herein approved on all bills 
rendered for service provided after one day's notice to 
customers .. 

ISSUED BY ORDER OF THE COftftISSION. 

This the 30th day of July, 1971 .. 

NORTH CAROLINA UTILITIES COftftISSION 
Katherine ft., Peele, Chief clerk 

(SEAL) 

APPENDIX "A" 
HAVELOCK DEVELOPftENT CORPORATION 

DOCKFT NO. V-223, SUB 1 

~PPROVED W\TER RATE SCHEDULE FOR WESTBROOKE SUBDIVISION 

R!!E 
Res'iaential -

First 3,000 gallons per month 
3,000 gallons to 5,000 gallons 
5,000 gallons to 7,000 gallons 
7,000 gallons to 10,000 gallons 
over 10,000 gallons 

CONNECTION CH!RG]: $325 .. 00 per lot 

RECOfiliECTION CHAP.GE$ 

N.c.o.c. Rule R7-20(f) - $4.00 
N.c.o.c. Rule R7-20(g) - $2.00 

$5.00 (mlnimum) 
1.00 per thousand 

• 90 per thousand 
.. 75 per thousand 
.,60 per thousand 

.fil.1.!L~Y~~ Ten days after date rendered. 
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DOCKET RO. W-27Q, SOB 4 

BEFORE THE NORTR CAROLINA UTILITIES COKKISSIOR 

In the natter of 
Application of Heater Utilities,. Inc., for a 
Certificate of Public convenience and Necessity 
to Provide Water Utility Service in Camelot 
Subdivision,. Yake county, North Carolina, and 
for Approval of Increased Rates 

739 

) 
) ORDER 
) APPROVING 
) INCRUSED 
) FATES 

HEARD IN: The Hearing Room of the Commission, Ruffin 
Building, Raleigh, North Carolina, on August 5, 
1971 

BEFOPE: Chairman Harry T. iestcott (Presiding),. and 
commissioners John v. ncoevitt and Kiles H. 
Rhyne 

APPEASANCES: 

For the Applicants: 

t'!r. Robert T. Hedrick 
A.ttorney at Lav 
3]11 North Boulevard 
P aleigh, North ca roli na 
For: Camelot Development, Inc. 

Hr. Henry H. Sink 
Parker, Sink & Powers 
P. o. Box 1471, Raleigh, North Carolina 
For: Heater Utilities, Inc. 

For the Intervenors: 

Mr. William A. Mann 
Rerman Wolff, Jr. 
~ttorneys at Lav 
401 Oberlin ~oad 
Raleigh, North Carolina 
For: Intervening Residents of Camelot 

For the Commission Staff: 

Mr. William Anderson 
&ssistant commission Attorney 
North Carolina Utilities commission 
Ruffin Bui 1'1i ng 
F aleigh, North. Carolina 

~y THF: COMMISSION: Bv Order issued on September 21, 1971, 
the Commission grante~ a Certificate of public convenience 
and Necessity ~uthori~ing Heater Utilities, Inc., to operate 
as a public utility providing water service in Camelot 
Subdivision. The Commission concluded, at that time, tha·t 
action 1Jn the requested rate increase must anit the 
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expiration or modification of the current Executive Wage­
Price Freeze Order. 

On September 22, 1971, Heater Utilities, Inc., filed a 
Motion seeking approval of the proposed inc:ceased rates 
effective immediately upon expiration or upon modification 
of tbe President• s Wage-Price Freeze. In response to said 
Plotion, the Commission, on October 7, 1971, issued an order 
deferring action on said motion, until after expiration or 
modification of the President's Vage-Price Freeze. 

The commission takes .1udicial notice of the President's 
Executive order No. 116?.7, entered on October 15, 1971, 
establishing Phase 2 of vage and price controls under the 
Economic Stabilization Act of 1970 beyond the original 
90-day period ending November 13, 1971, and the 
establishment of the Ptice Commission pursuant to said 
order, and the rules and regulations of the Price Commission 
published in volume 36, No. 220, Federal Register, November 
13, 1971, ~300 .. 016, Re!l.11lated Utilities, at p .. 21,793, as 
amended in Volume 36, No. 222, Federal Register, November 
17, 1971, at p .. 21, 953.. This comt11.ission therefore considers 
that the waqe-~rice freeze and Economic Stabilization 
Program no longer require that the issuance of a rate order 
in this docket be deferred. 

SUftffAFY OP TESTIMONY REGARDING RATE APPLICATION 

ftr .. Robert B .. Heater, President of Heater Utilities, Inc.• 
explained that the rat.es which are requested in the 
Application are based on a study of the estimated cost of 
operating the system, plus depreciation, and to conform to 
the rate beretofore approved by the commission for other 
systems operated by Heater Utilities, Inc. He testified 
that the estimated costs were deriTed from other vater 
utility operations and that the costs charged to the system 
in the books of Camelot Development, Inc .. , failed to record 
all costs properly attributable to water operations. 

Mr. Heater testified that the gross revenue requested is 
based on an estimated average use of 6,000 gallons per month 
per customer. on cross examination by the commission's 
staff attorn9y • Pl r.. Heater explained that all residences in 
the subdivision have meters installed and ready for use at 
the present time and that there vould be no tap fee charged 
to any existing customer, but that the $135.00 proposed tap 
fee vould be charged to any builder or home ovner vho 
subsequently ordered service from the utility. 

On cross examination by l'tr.. l'tann, attorney for the 
intervening home ovnP-rs, !'Ir. Heater testified as to the 
purcliase price of the vater system, consumption figures and 
proposed operations. !'Ir. Heater further explained that if 
any residence does not have a meter, there will be a meter 
installation without any connection fee. 
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On cross examination by !'lr. !'lann, Mr. Smith testified as 
to the original cost of the realty, the development costs, 
current PH! an~ VA appraisals and generally as to the 
a.etails of the proposed transfer. Mr. Smith testified that 
neither himself nor any agents of his, nor real estate 
agents who offered lots for sale in his behalf, have ever 
made representations that the water supply would be pr~vided 
hy Camelot Development Company for a perpetual rate of $3.50 
per month. 

The Commission staff offered 
report of !'Ir. William Carter of 
and the testimony of Mr. Ralph. 
the Gas and Water Division of 

into evidence the audit 
the Accounting Department 

Griffin, Staff Engineer with 
the Com mission Engineering 

Department. 

!'Ir. Griffin descrihed his study, which is an original cost 
study using various land costs, system original costs and 
depreciation. !Ir. Griffin testified that in his opinion the 
original cost of developed land devoted to public utility 
purposes is $6,022.92, as against the figures of $17,400 
presented. by Camelot and $27,500 presented by Heater. Hr. 
Griffin's computations included a 15~ adjustment for idle 
plant, that is, Eor plant constructed to serve residences 
not yet connecte:l. Mr. Griffin determined the original cost 
of total utility plant less the idle plant adjustment to he 
!69 ,477.17, and less idle plant and less depreciation 
reserve to be $63,461.18. 

Ar. Griffin testified that the proforma operation and 
maintenance expenses admitted by Mr. Heater appear 
reasonable in compl!rison with a study recently conducted hy 
the commission's Staff of representative water companies' 
operation and maintenance expense on a per customer basis 
for this class of vater company. Mr. Griffin's exhibit 
included rate of return calculations in vhich several 
different rates of return vece computed. based on different 
figures resulting from inclut1ing or excluding various 
possible adj11stments. 

"r. Griffin's testimony indicated that, based on present 
rates, a negative net operating income is obtained and that 
proposed rates, as applied to an ociginal cost net 
investment using Camelot's land cost of $17,400, vould 
result in a rate of return of 4. 79% before applying 1S~ idle 
plant adjustment and 5.97% after such an adjustment, and 
that proposed rates, as applied to his original cost figure, 
would result in a rate of return on said original cost of 
6.871 which, in his opinion, is a just and reasonable rate 
of return on said original cost. He then cmepared this 
6. 871 with calculations vhich he had made shoving the rate 
of return of a statistical average hypothetical water 
utility vith 160 customers. The rate of return on an 
original cost of $69,477.17 for said hypothetical company 
vould be 6.~2~, from vhich he concluded that Heater's 
anticipated·!!.!2 f2£!2. expenses are reasonable, and that 
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Heater's anticipated rate of return under the proposed rates 
is reasonable. 

Counsel for the Intervenors, nr. ~ann, cross examined Mr. 
Griffin regarding Intervenor's Exhibit No. 1 which shoved 
various rate of return calculations based on the current 
contractual purchase price, and offered th~ exhibit into 
evidence. The intervenors offered the testimony of public 
witnesses, as set out in the prior order in this docket. 

Based upon the evidence of record, the commission makes 
the following 

FINDINGS OF FACT 

1. That gross operating revenues derived from the rates 
heretofore prevailing, as applied to the test-year Dumber of 
customers, are t6,710.00. 

2. That the reasonable operating and maintenance 
e~penses for test-year operations are $5,730.08; that the 
reasonable total operatirig revenue deductions, $8,863.58, 
are not covered by the present rate levels, leaving a net 
operating deficit qf $2, 148.58 .. 

3. That the proposed rates 
revenues of $13, 056 .. 00 on a 
reasonable operating revenue 
produce a net operatinq income 

vould produce gross operating 
test-year basis, and vitb 

deductions of $8, g79_ 71 would 
for return of $4,158.51. 

q_ 
idle 
from 

That the proposed dovnvard 151 adjustment to remove 
plant not used and useful in providing utility service 
the rate base is just and reasonable .. 

5. That the original cost of developed land devoted to 
public utility use is $6,022.92; that the original cost of 
total plant at the time said plant vas devoted b public 
utility uses, less the idle plant adjustment, is $69,!177-_17, 
and less that portion previously consumed by depreciation, 
is $6J,461 .. 1A .. 

6. That taking judicial notice of trending by 
Rnqineer!.!!Jl. !~ RQ£9£d cost indexes, the trended cost of 
the total utility plant is $97,750,.39, and after adjusting 
for depreciation reserve and idle plant, the trended value 
of net utility pl~nt in service is $89,285 .. 21, and trended 
original plant plus allowance for working capital is 
$89,974.47 .. 

7. That the fair value of the applicant's property 
devoted to public utility service, considering th~ original 
cost less depreciation, pl us allowance for working capital, 
!61J, 177 .. q4, and considering replacement cost by trending 
original cost ta cur.rent cost levels, with allowance for 
working capital, $89,258.21, is no less than $64,177.44 and 
no more than $89,974.47, and that the proposed water rates 
will produce a rate of return in the range of 6.671 to 
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s.oo,;, which said rate of return range is just and 
reasonable. 

Based upon the foregoing Findings of Fact, the Commission 
reaches the following 

CON CL US IONS 

The members of the using and consuming public who 
intervened in this case are, quite understandably, opposed 
to a proposed rate increase which would have the effect of 
nearly doubling their monthly rates. The commission is 
forced to conclude, however, that this is a case in which 
the customers have been paying rates which are much too lov 
to provide sufficient revenues to insure adequate and 
efficient service, and in fact the service heretofore 
provided has been unsatisfactory to many of the customers. 

Tn determining whether the utility's proposed rates are 
just and reasonable, the commission has considered whether 
the net operating income for return produces a return on 
fair value which is excessive, for if it does, then the 
proposed water rates would be unfair to the rate-paying 
consumers. 

The Intervenors contend that the commission should find 
the fair V"ilue to be in the range of $45,3q7.82 to 
SQS,116.26, beinq Heater's purchase price plus allowance for 
working capital. However, it is t.he long-standing policy of 
this and other Commissions that pur=hased operating utility 
plant should be recorded on the books of the transferee on 
the basis of original cost, to be determined as of the time 
said utility plant vas first devoted to public utility use. 
Further, the North Carolina supreme Court has ruled that 
"fair value" does not refer to 11 the exchange or sales price 
it would command, as used as second-hand property, in the 
market." ll~.tg y. State, 239 NC 333, 80 S. E. (2d) 
133 (1954). 

There was testimony in this case that various customers 
had the impression, through representations, implication, or 
innuendo, that rates were to remain constant, or that future 
increases would remain insubstantial. Even if it were 
established beyond a doubt that such representations were 
made, or even if conti:acts to that effect han. been entered 
into, the Commission by law has the duty to fix rates, and 
individual agree~ents or contracts setting higher or lover 
ratEs cannot contravene the statutory rate-making procedure. 
This Commission is not the proper forum for action regarding 
either misrepresentations or violated contractual 
obligations; such actions must be brought in the civil 
courts. 

Taking the evidence of land and plant value according to 
their proper weight and in the light most favo·rable to the 
ratepayers, the Commission is forced to conclude that the 
rate of return determined herein to be produced by the 
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proposea. increased rates is vi thin a just and reasonable 
range ~nd is not a rate of return which would produce 
excessive profits to the utility and thereby be unfair to 
the ratepaying cnstomers. 

This commission is advertent to public statements of 
guidelines and policies of the Price Commission urging 
adherence to st~ted guidelines for price increases .. and 
concludes th1t.t the North Carolina rate procedure, the facts 
found in this proceedinq, and the consideration thereof by 
the Commission, fixes the fares in this proceeding on the 
basis that thev will provide no more than the minimum 
revenues necessary to assure continued and adequate service. 
The deficit return actually earned from the rates in effect 
immediately prior to the price freeze on August 15, 1911 
(which have been in effect since 1963), if continued without 
the fare increase approved here, vould not be adequate to 
assure continue~ and a~equate service, and this Commission 
finds and so certifies that the increases are consistent 
vith the criteria established by the Price Commission and 
the documentation for such findings is set out fully in the 
Findings of Fact ~nd Conclusions herein, based on evidence 
of record .. 

IT rs, TREREFOPE, ORDERED: 

That the schedule of rates attached 
be, and is hereby, ~pproved, and that 
is hereby deemed to be filed with the 
G.S. 62-138 and will become effective 
to the customers, 1:or application 
billing. 

ISSUED BY ORDER OF THE COM~ISSION. 

This the 21st day of Dec~mber, 1911. 

hereto as "Appendix A" 
said schedule of rates 
Commission pursuant to 
upon one day's notice 

in the next regular 

NORTH CAROLINA DTILITIES co~~ISSION 
Katherine~- Peele, Chief Clerk 

!!!'I' Ell!Lill] 

APPENDIX "A" 
DOCKET NO. V-214, SUB !J 
Heater utilities, Inc. 
Camelot Subdivision 

WATER RUE SCHEDULE 
(Residential Service) 

$5.00 minimum, for first 3,000 gallons, per month. 
Sa60 per 1,000 gallons for all over 3,000 gallons per month. 

FLAT RATE: None 
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CO]!NECTION CHARGES 
$135. 00 tap fee for 3/1& x 5/8 meter.. Cost + 20,; for any 
larger meter. Not payable by customers already connected 
at time Heater U tilit.ies, Inc. begins operations. 

RECONNECTION_CffARGES 

N.c.u.c. Rule R7-20(f) - $4.00 
N.c.u.c. Rule R7-20(g) - $2.00 

filll2_Q~g~ Twenty Days After Date Rendered. 

Issued in accordance with a uthoti ty granted by the North 
Carolina Utilities commission in Docket No. W-274. Sub q,. 

DOCKET NO. W-227, SUB 

BEFORE THE NORTH CAROt.INA UTILITIES COl'IIUSSION 

In the Matter of 
Application of Robin Hood, Inc., Cedar 
~ountain, North Carolina, for Approval of 
Rate Schedule to Increase Water Rates 

) 
) ORDER APPROVING 
) R&TE INCREASE 

flEAFD IN: 

B EPORE: 

APPP.ARANCES: 

The Commission Hearing Room, Ruffin Building, 
Raleigh. North Carolina, on March 25, 1g71 

com~issioners Miles H. Rhyne, Presiding, Hugh 
A. iells and Marvin R. Wooten 

Por the Applicant: 

Arthur Dehon, Jr. (P'or Him.self) 
Vice President 
Robin Hood, Inc. 
Sherwood Porest 
cedar ~ountain, N .. c. 28718 

Foe the commission's Staff: 

William E. Anderson 
Assistant commission Attorney 
Roeth Carolina Utilities commission 
P .. n. Box 991 
Raleigh, N. C. 27602 

BY THR COMftISStON: By Application filed with the North 
Carolina Utilities Commission on 28 December 1970, Robin 
Hood., Inc. in this matter seeks approval of an increased 
rate schedule affecting its water customers in Sherwood 
Forest, Transylvania Countf,. North Carolina. The 
commission, being of the op1n1.on that the Application 
affects the interests of the using and consuming public in 
the franchised area served by Robin Hood., Inc • ., and that the 
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public sliould have an opportunity to intervene or protest 
the Application, set the matter for public hearing in 
Raleigh., North Carolina, on 25 !'larch 1971 and instituted an 
investigation into the justness and reasonableness of the 
proposed rates. 

During the several weeks following the publication and 
service of public notice of the hearing, the commission 
received a number of informal protests to the proposed rate 
increase including various requests that the matter be 
continued until summer and heard in Trari.sylvania County or 
in Asheville, North Carolina, rather than in Raleigh. In 
its consideration of the request the commission determined 
that the Accounting and Engineering field investiga~ions 
previously instituted would adequately protect the rights of 
thP. consumers even though the matter vould be heard in 
Raleigh. 

li'hen the matter came on for hearing at the time and place 
set, the Applicant offered as witnesses Mr. Arthur l'I. Dehon, 
,lr., Vice President and Assistant ~anager, and Hr. George 
Pettit, Assistant 11anager. Hr. Dehan testified generally as 
to the proposed rate increase as submitted in the 
Application, and nr. Pettit testifie~ as to caretaking and 
management of operations vhich comprise the Applicant's 
major expense items, explaining particolarly that Applicant 
has experienced a serious problem vith loss of equipment to 
lightning during the summer electrical storms, and testified 
as to the efforts made in conjunct.ion vith Duke Power 
Company to alleviate that problem. 

On cross examination, fir. Dehan explained that there are 4 
s~parate physical plants serving the various areas within 
the total development, but that they are considered to be, 
and are operated as, one water system under the same rate 
structure. He testified that the golf course is not watered 
from the system but watered directly from the Little River. 
He testifie~ that the growth rate is such that at the time 
of the hearing ther~ were 50 payinq residential customers as 
opposed to the 45. in the t.est period financial examination, 
and that Robin Hood, Inc., at no charge, also supplies water 
to 9 Robin Hoocl structures, including 1' rental cottages, 2 
officers• homes, the office-pro shop, a maintenance 
building, Robin Hood's barn, and that in addition to these 
9, there is a rest room facility on the golf course. 

ffr. Dehan further testified that Robin Hood, Inc., in 
accordance with instruct.ions from the Commission Staff, now 
makes book entries reflecting a contribution to capital from 
the sale of lots in the form of the tap fee or "connection 
charge" of t200 pee residential service but that prior to 
the time at which Robin Hood began providing public utility 
water service under the jurisdiction of this commission, no 
such accounting entries were made, that the sale of a lot 
was based on what the mar.ket would bear, but that generally 
Robin Hood, Inc., is aware of the development costs and 
attempts to recover those plus a profit from the sale of 
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lots. He testified t.hat there bas been no accounting entry 
hy which Pobin Hood, Irie., "distributed the cost of the 
water system to the lots," rather that the "lot sales 11 

account bas been kept separate from the water system capital 
investment ac:count.s, but that "over the years I would assume 
that we have or hope we had" recovered the water system 
costs ancl t.hat 11any capital investment you put into 
something I think you hope to get it back sooner or la ter. 11 

The Commission Staff offered the testimony and exhibits of 
1':r. Villiam r.. Cart,.,,,r, Staff Accountant, and Mr. David F' .. 
Creasy, Staff Engineer, Gas and Water Division. Mr. Carter 
testified as to his examination of the operations of the 
Robin Rood, Inc., water system durinq the test year ended 
July 31, 1970, and that no rate of return could be computed 
because of a loss from operations. ~r. Creasy testified in 
support of the idle plant adjustment reflected in Carter's 
Exhibit 2, removing the idle plant and ass::>ciated 
deprecia t.ed 1:eserve from the rate base. 

From the evi~ence adduced at the hearing, tbe Commission 
reaches the f.olloving 

FTNDINGS OF FA.CT 

1. Robin Hood, Inc. is a duly certificated public 
utility enqaqed in provi~ing water service to 45 paying 
resident. ia l customers during the test year, as well as 1 0 
nonpaying customers, both residential and otherwise. 

2. The 
period vere 
$2,661.60. 
year due to 

actual operating revenues for the test year 
$2,160, resulting in a net ::>peratinq loss of 

No rate of return can be computed for the test 
a loss from operations. 

3. If the 10 other facilities and residences receiving 
vater service are treated as customer.sand this treatment is 
reflect.ed as an UfVard adiustment to gross operating 
revenues, there would be a net operating loss of $2,200.RO, 
from which again, no rate of return can be comput.ed, because 
of a loss from operations. 

4. The test year gross investment in utility plant vas 
!39,000. The design of the system is such that it is nov 
capable of serving approximately 1ijQ customers. The 
excessive extension of the system and the presence of 
excessive and duplicated distribut.ion lines cequires an 
adjustment for idle plant of 65% or $25,350, in addition to 
the usual deductions for depreciation reserve and 
contributions in aid of construction, before acriving at the 
fair value of utility plant used and useful in providing 
service, in the amount of $11,60'7.46, including allowance 
for vorkinq capital. 

5. The Robin Hood, 
rate, vbich is payable 
applicable to seasonal 

Inc. tariff makes the flat vater 
on an annual basis, equally 

residents because the system as a 
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vhole must be maintained and constructed so as to be 
available and operational throughout the year. 

6. The gross operating revenues based on the test year 
experience vould, after the proposed rate increase

1
, be 

$q,320, which vould result in a net operating 1oss of f~B8; 
if gross revenues are increased to reflect the 10 facil~ties 
which have heretofore been nonpaying customers, the books 
vould show a net operating income of $352.80 vbich would 
produce a rate of return of 3% before income taxes. 

Whereupon the Commission reaches the following 

CONCLUSIONS 

The test year financial examination and the testimony of 
the Applicant's witnesses established a test year loss from 
operations, both under the present rate structure and under 
the proposed rate structure. The Applicant's gross 
operating revenues, however, should be adjusted upward to 
reflect treatment of heretofore nonpaying water users as 
paying customers. This adjustment in the Applicant's 
bookkeeping procedures would result in a small net operating 
income being derived from operations. 

The Commission ccncludes that while the operating and 
maintenance expenses submitted by the Applicant appear to be 
approximately $1,000 higher than those of a hypothetical 
statistical average public utility water system, the 
evidence concerning the frequency of damage to property 
during electrical storms, and the maintenance expenses 
incident thereto, support the reasonableness and validity of 
the Applicant's expenses. 

The deduction, from the fair val11e rate base, of amounts 
received from customers as contributions to capital is a 
standard pnctice in utility rate proceedings. The company 
books erroneously reflected as income an amount so received. 
Witness Carter made an accounting adjustment to reflect this 
amount properly as "contributions in aid of construction." 
The figure reflects contributions in aid of construction 
from only the most recent customers, as Robin Hood, Inc. at 
an earlier time did not follov the utility practice of 
making the appropriate bookkeeping entry. The Applicant has 
nov been instructed to do so. 

The failure of Robin Hood, Inc. to make such an entry in 
the past has raised the question of whether the Commission 
should conclude that the evidence adduced at the hearing 
justifies a further adjustment vhicb would vrite-up 
contributions in aid of construction so as to reflect an 
amount vhich the Applicant .11.ay 1ia ve recovered from customers 
(as lot purchasers) eYen though the Applicant I s ovn books do 
not reflect such contributions. rhe Commission concludes 
that it need not rule on this question because the net 
operating income (even after the proposed rate change and 
eYen after writing up the number of customers to reflect 



RATES 749 

heretofore nonpaying \later users) renders the question moot, 
for even if the contributions in aid of construction were 
adjusted upward to treat the matter as though the Applicant 
received and rccorde<l the $200 connection fee provided in 
its tariff filing from all 45 customers, the anticipated 
$352. 80 net income after the proposed rate change would, as 
applied to the then greatly reduced fair value rate base, 
$3,907.46, then produce a rate of return of approximately 9% 
before income taxes, which would not be deemed excessive in 
view of the entire record. Thus even if the matter were to 
be viewed in this light, the net income to be derived is not 
such as would be considered to produce an unjust or 
unreasonable rate of return. 

The Commission concludes that the Applicant has borne the 
burden of proof in establishing that the present rates are 
unjust and unreasonable, in that they are too low to be fair 
to the utility and to enable it to have the resources 
nec~ssary to serve customers on an adequate and continuing 
basis, ,ind that the proposed rates are just and reasonable; 
the proposed rates will allow the Applicant an opportunity 
to derive a just and reasonable rate of return as the 
customer load increases, if the anticipated growth in the 
number of customers can be effectuated without a 
corresponding increase in the operation and maintenance 
expenses. 

The proposed rates should, therefore, be allowed to become 
effective in accordance with the terms of this Order. In 
view of such a rate increase, however, the public 
convenience would appear to require that Robin Hood, Inc. 
should allow its advance payments to be made on a quarterly 
or semiannual basis as well as on an annual basis. 

!1' IS, THEREFORE, ORDERED: 

1. That the Applicant's proposed rates as set out in 
Appendi:ic. "A" attached hereto, are hereby approved. 

2. That the Applicant is hereby authorized to place such 
rates into effect at the time of its next regular billing 
date, but such rates shall not be applied retroactively. 

3. 'fhat henceforth the Applicant is hereby required to 
allow payment on a quarterly, semiannual, or annual basis, 
according to the convenience of a particular customer. 

4. That the rate schedule attached hereto as Appendix 
"A" is hereby deemed to be the requisite statutory filing of 
rates in accordance with G.S. 62-138(a). 

5. That the Applicant is hereby ordered further to take 
such steps as may be necessary to alleviate any current 
service problems including any sand which may happen to be 
present in the system. 

ISSUED BY ORDER OF THE COMMISSION. 
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This the 1st day of June, 1971. 

NORTH CAROLINA UTILITIES COBMISSIOR 
Katherine ft. Peele, Chief clerk 

{SEAL) 

APPENDIX A 
DOCKET NO. 11-227, SUB 1 

RO.BIN ROOD, INC. 
SHERWOOD FOREST 

WATER RATE SCHEDULE 

RESIDENTIAL AND COMMERCIAL 

Plat R•!!! 
!96.00 per year, or $24.00 per quarter, payable in advance 

~nnecti2J,LCharg~§: $200.00 

N.c.u.c. Rule R7-20(f) - S4.00 
H.c.u.c. Rule R7-20{g) - $2.00 

Annual payments may be broken dovn to, but not less than, 
quarterly payments. Not more than one-half year can pass 
without payment. Prepayments for year is acceptable. 

DOCKET HO. 11-54, SUB 18 

BEFORE THE NORTH CAROLINA UTILITIES COMBISSIOH 

In the ftatter of 
Application by the General Waterworks 
corporation for Authority to Issue 
and Sell $10,080,000 Principal Amount 
in Exchange Bonds (Series C Bonds) 
and Approximately S27,000,000 in Rev 
Bonds (Series D Bonds) 

ORDER AUTHORIZING 
GENERAL WATERiORKS 
CORPORATION TO ISSUE 
ARD SELL BONDS 

This proceeding is before the commission upon application 
of General Wa tervorks Corporation (hereinafter called the 
nco11pany") filed June 3, 1971, vherein approval of the 
commission is sought to enter into an arrangement for the 
issuance and sale of $10,080,000 principal amount in 
e:a:change bonds (Series C Bonds) and approximately 
$27,000,000 in nev bonds (Series D Bonds). 

Based upon the evidence of record herein, the records of 
the Commission, and the verified representations in the 
application, the commission makes the folloving 
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FIHDIIIGS OP PACT 

1.. General watecvorks corporation (hereinafter soaetimes 
called 11 the company") is a corporation organized and 
existing under the lavs of the State of Delaware with its 
principal place of business at 3219 Philadelphia Pike, 
Claymont, Delaware. 

2. Carolina Water Company (hereinafter sometimes called 
"Carolina") is a North Carolina corporation vith its 
principal office and place of busi"ness in Beaufort, North 
Caro1ina. Pursuant to the authority of the North Carolina 
Utilities Commission·, Carolina is engaged in distributing 
and selling vat.er to the public in the Tovn of Beaufort, 
North Carolina. 

3. Pursuant to order of this Commission, dated 
August 28, 1970, General watervorks, a holding company. 
vhich ovns approximately 90 vater. sever and steam heating 
utility companies. including Carolina. transferred its stock 
in its utility Companies. including Carolina, to the GWC 
Waterworks Corporation (GWC), a wholly ownetl subsidiary. in 
an effort to effect greater efficiency and benefits in 
securing additional financing and this Commission found as a 
conclusion of lav that such transfer to secure additional 
financing vas justified by public convenience and necessity 
and approved the transfer. 

4. General Ra tervorks nov seeks to obtain the financing 
referred to in the prior proceeding. by issuance and sale of 
approrimately s10.oso,ooo in exchange bonds (Series c 
Bonds)• and the issuance and S3.le of approxiraately 
$27,000.000 in new bonds (Series D Bonds). 

5. As security for this Indenture, General Hatervorks 
vill pledge its property and vill pledge the stock held by 
its subsidiary GWC, including the Stock of Carolina. This 
proposed issuance of bonds by General Waterworks and the 
pledging of stock owned by GWC, including that of carolina, 
to Provident under the Trust Indenture vould in no vay 
affEct the existing management of Carolina. In addition. 
there vould be no change in the operation of the water 
company at Beaufort by Carolina, and there vill be no change 
in tbe service presently being rendered by Carolina to its 
customers. Hone of the assets or liabilities of Carolina 
are pledged by this transfer. the only matter affecting 
Carolina being the pledge of its stock presently owned by 
GtiJC. ownership of the stock of Carolina vill remain the 
same subject to this pledge. 

6. By th-is issuance of bonds under the Indenture. the 
Company vill obtain additional resources which can be made 
available to pay off bank borrowings and to finance capital 
expenditures. The purpose for vhich funds are obtained to 
be used by the Company is to repay all outstanding bank 
borrowings and to finance capital expenditures necessary in 
its utility operations and the utility operations of its 
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subsidiaries, including Carolina, to meet the requirements 
of nev construction and other financial requireaents of its 
subsidiaries, and to improve its ability to perform the 
utility services to the public. 

CONCWSIONS 

From a review and study of the application, its supporting 
data and othl!r information in the commission's files, the 
commission is of the op1n1.on and so concludes that the 
transaction herein proposed is: 

(a) For a lavful object vithin the corporate purposes of 
the Company; 

(b) Compatible with the public interest; 

(c) Necessary and appropriate for and 
proper performance by the 
snbsidiaries of its service to 
not impair its ability to perform 

consistent vit.h the 
company and its 
the public and vill 
that service; 

(d) Reasonably necessary and appropriate for such 
purposes. 

IT IS. THE~ EFOBE• OPDERED. That General Vatervorks 
Corporation be. and it is hereby authorized. empowered and 
permitted ander the terms and conditions set forth in the 
application: 

1. To issue and sell $10.080. 000 principal amount in 
exchange bonds (Series c Bonds) and approximately 
$27.ooo.ooo in nev bonds (Series D Bonds); 

2. To use and apply 
and sale of the bonds to 
application; and 

the net proceeds from the issuance 
the purposes set forth in the 

3. To file vith the Commission. in duplicate. a verified 
report of act.ions taken and transactions consummated 
pursuant to the authority granted herein within a period of 
thirty (30) days following the completion of the 
transactions authorized herein. 

ISSUED BY ORDER OP THE coeeISSION. 

This the 15th day of June. 1971. 

(SElL) 

NORTH CAROLINA UTILITIES C0"8ISSION 
Anne L. Olive. Deputy clerk 
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BEFORE THE NORTH CABOL~NA UTILITIES COHHISSION 

In the M.atter of 
Petition of Pinehurst, Incorporated, for ) ORDER 

APPROVING 
PETITION 

Approval of Change in control Through l 
Stock Transfers l 

BRARD IN: The Hearj ng Room of the commission, Raleigh, 
North Carolina, on .1anu:1ry 7, 1971, at 2:00 
p.m. 

BEFOFF.: Chairman Harry T. Westcott (Presidinq) and 
Commissioners John w. !'icoevitt, Harvin R. 
Wooten, Pliles H. Rhyne and Hugh A. Wells 

For Pinehurst, Incorporate~: 

Hugh L. Lobdell 
Kennedy, covington, Lobdell~ Hickman 
Attorneys at Law 
1210 N. c. National Bank Building 
Charlotte, North Carolina 

For Pinehead, Incorporated: 

Robert B. Cordle 
Helms, ~ulliss & Johnston 
Attorneys at Lav 
800 N. c. National Bank Building 
Charlotte, North Carolina 

Fred B. Helms 
Helms, ftulliss & Johnston 
Attorneys at Lav 
800 N. C .. National Bank Building 
Charlotte, North Carolina 

No Protestants 

For t.he commission Staff: 

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

WESTCOTT, CHHBl'!AN: By petition filed v ith the North 
18, 1970, 
of various 
Pinehurst, 

a change in 
under the 

Carolina Utilities Commission on December 
Pinehurst, Incorporated, owner and operator 
utility operations in and near the Village of 
aoore county, North Carolina, seeks approval for 
the control of said utili tv operations 
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jurisdiction of this commission through the sale by 
shareholders of Pinehurst, Incorporated, of their shares of 
class A an1 Class B Common Stock, and of the shares of 
Preferred· stock of Pinehurst, Incorporated, to Pinehead, 
Inc. Rearing vas scheduled on the petition as shovn in the 
caption. Notice to the public was given in newspapers 
having general circulation in the area affected. 
(Petitioner's Exhibits A and B.) No protest vas filed vithin 
the time provid·ed, and no protestants appeared at the 
hearing of the cause. 

Petitioner's attorneys introduce~ oral and documentary 
evidence by witnesses James E. Harrington, Jr., President of 
Pinehurst, Incoroorated, and William B. ~aurer, President of 
Diamondhead Corporation vhich owns its subsidiary Pinehead, 
Inc. Offered and received in evidence, among other things, 
verP. the petition and exhibits attached thereto, the 
certificate of Incorporation of Pinehead, Inc., the contract 
of Sale between Pinehurst, Incorporated, and Pinehead, Inc., 
and the financial statement of Diamondhead Corporation. 

From the documentary and oral evidence introduced, the 
comraission makes the following 

FINDINGS OF F~CT 

1. Petitioner, Pinehurst, Incorporated, is 
Carolina corporation, organized and existing under 
virtue of the North Carolina corporate law. 

a North 
and by 

2. Petitioner, Pinehurst, Incorporated, has installed 
and operates a water distribution system, together with 
sewage collection and disposal system, and an electric 
distribution system, all of which facilities and operations 
are sub1ect to the jurisdiction of this Commission. 

3. Petitioner, Pinehurst, Incorporated, presently serves 
a to·tal of approximately 480 water and sever customers and a 
total of approximately 585 electric customers in and near 
the Village of Pinehurst, ttoo~e county. Korth Carolina. 

ti. Petitioner, Pinehurst, Incorporated, ovns substantial 
assets in addition to its utility operating assets and 
carries on various other businesses in addition to its 
utility operations, in and near the Village of Pinehurst, 
North Carolina; the utility operations of the Petitioner. 
Pinehurst, Incorporated, comprise a minor portion of its 
total assets and operations. 

s. That certain shareholders of the Petitioner. 
Pinehurst, Incorporated, have agreed, in principle. to sell, 
for cash, !'lll of their shares of capital stock of said 
Petitioner to Pinehead, Inc., a North Carolina corporation 
which is a vholly ovned subsidiary of Diamondhead 
corporation; and upon and after the effective date of the 
proposed sale, the Petitioner vill become a subsidiary of 
Pinehead, Inc., and at least 8Ql of the outstanding shares 
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of Class A Voting Common Stock, Class B Non-Voting Common 
Stock, and Preferred Stock of Petitioner, Pinehurst, 
Incorporated, vill be owned hy Pinehead, Inc., which is a 
vholly ovned subsidiary of Diamondhead corporation. 

6. That no changes will be mafl.e in the present rates and 
charges now applicable for utility service as set by 
existing tariffs on file vith this commission. 

7. That after the effective date of the proposeil sale, 
the existing management. of the Petitioner, Pinehurst, 
Incorporated, vill continue to manage Pinehead, Inc.• s 
utility operations, and the principal place of business will 
continue to be Pinehurst, ~oore County, North Carolina, and 
all of the r~spective books and records of Pinehead, Inc., 
vill remain in Pinehurst, North Carolina. 

8. That the consummation of the proposed sale of the 
control of Petitioner, Pinehurst, Incorporated, to Pinehead, 
Inc., as described herein, will neither adversely affect the 
operation of the utility business nor the guali ty of service 
provided to its customers. 

9. That public convenience and necessity will not be 
adversely af.fected and may vell be better served due to the 
increased financial and management resources which vill be 
available through Diamondhead corporation and its vholly 
owned subsidiary Pinehead, Inc.: and further, that the 
increased financial r:esources vill facilitate the expansion 
of Petitioner's utility service to serve additional 
customer:s if and vhen required. 

CONCLUSIONS 

The provisions of the statute relating to the sale of 
stock of the kin~ involved here, vhich is in effect, and 
vhich will result in a change of control of the company, 
G.S .. 62-111 (a), read as follows: 

u (a) No franchise now existing or hereafter issu'!d under 
the provisions of this chapter other than a f.ranchise for 
motor carriers of passengers shall be sold, assigned, 
pledged or transferred, nor shall control thet"eof be 
changed through stock transfer or otherwise, or any rights 
thet"eunder leased, nor shall any merger or combination 
affecting any public utility be ma~e through acquisition 
or control by ~toe): purchase or otherwise, except after 
application to and wr.itten approval by the commission, 
which appt'oval shall be given if justified by the public 
convenience and necessity. provided, that the above 
provisions shall not apply to regular trading in listed 
securities on recogni-zed markets." 

Applying 
applicable 
that the 
Pinehurst, 

the facts found, as above set out, to the 
provisions of the law, the Commi~sion concludes 
transfec- of stock hereinbefore described of 

Incorporated, to Pinehead, Inc., a wholly owned. 
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subsidiary of Diamondhead Corooration, is justified by 
public convenience and necessity, and that the legal owner 
of said stock should be a11thorized to sell said stock to 
Pinebead, Inc., in accordance with the terms of the 
Agreement hareinbefore referred to and of record in this 
proceeding as Petitioner's Exhibit E, and that the petition 
therefor in the matter should be approved. 

IT rs, THEREFORE, ORDERED: 

1. That the proposed sale of a majority of the class A 
voting Common Stock, Class B Non-voting common Stock, and 
Preferred stock of Petitioner, Pinehurst, tnCoTporated, to 
Pinebead, In::., as hereinbefore 11.escribed, be, and the same 
is hereby, approved. 

2.. That the books and records of the utility operations 
of Pinehead, Inc., shall be kept in accordance vith the 
uniform system of Accounts applicable to electric utilities 
and the Uniform system of ,ccounts applicable to water and 
sever utilities, and that the books and records of the 
utility operation of ~inehead, Inc., shall be maintained in 
the Village of Pinehurst, North Carolina, unless transfer 
thereof is approved by this Commission. 

3. That upon the consummation of the sale and transfec 
of stock from Pinehurst, Incorporated, to Pinehead, Inc., 
the same shall be reported to this Commission in a report 
shoving the date on vhich transfer vas made and actual 
control of utility operations assumed by transferee. 

4. That a copv of this order be transmitted to each of 
the attorneys of recor-0 and to Pinehurst, Incorporated, and 
Pine head r Inc., at their respective addresses in Pineb urst, 
North Carolina. 

ISSUED BY ORDER OP THE co~~ISSIOH. 

This the 15th day of January, 1971. 

(SEAL) 

NORTH CAROLINA. UTILITIES COL'IIHSSION 
Mary Lanrens Richardson, Chief Clerk 
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SUBJECT IWDBI 

UTILITIES COftftISSIOW ORDERS FOLL REPORT PRINTED 

DETAILED IBDBX OUTLINE 

I. GEBEBlL. ORDERS 

A. General 

1. !-100. Sob 11 - Require Interstate Regulated 
Carriers to Register Authority and Bquip■ent 
(6-15-71) 

PAGE 

1 

2. ft-100, Sub 21 - ·Bequire Interstate R-.:e11pt Carriers 2 
to Register Operations and Equipment (6-15-71) 

3. !-too, Sub 31 - Rule R2-37 ReTision of Group 3, 4 
Petroleum: Products (1-14-71) 

4. fl-100, Sub 36 - General Order Granting REA Express, 14 
Inc., Exemption from NCUC Rule R1-14 (3-16-71) 

5. ft-100, Sub 37 - Revision of B2-46 Safety Rules & 15 
Regulations (5-12-71) 

6. B-100, Sub 37 - R2-46 Amended (8-31-71) 15 

7. ft-100, Sub 37 - R2-46 Aaended (12-6-71) 16 

8. !-100, Sub 40 - Revision of Rt-13 Rotor carrier 17 
Self-Insnrer (6-29-71) 

9. ft-100, Sub 41 - Beyision of R2-75 Cargo Insurance 17 
(8-31-71) 

10. ft-100, Sub 42 - Revision of R2-48.1(b) Rotor 
Carriers of Bousehold Goods Rates and Charges 
(9-1-71) 

18 

11. Pl-100, Sub 43 - Gharter SerYice of Public:: School 19 
students Classified (9-9-71) 

12. s-100, Sub qq - Revision of Rules R2-H (b), (c) 21 
and (di; R2-76 (b), (e), (f) and (g); and· R2-83(gl, 
(k) and ( p) of the Bot.or carrier Rules and 
Begulations of the North Carolina Utilities 
commission (10-5-71) 

13. ft-100, Sub Q5 - Revision of Rule R1-5(d) (9-27-71) 24 

14. l!-100, Sub 46 - Order Bequiring statement of .Bet.urn 24 
on Equity (12-15-71) 
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B. Gas 

1. G-100, Sub 12 - Genernl order Establishing 
Priorities for Limitations on Nev Services 
(7-27-71) 
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25 

2. G-100, sub 111 - General oriler Adopting Procedure 35 
for Filing Under G.S. 62-133(f) {10-15-71) 

3. G-100, Sub 15 - General order Adopting ftiscellaneous 37 
Amend■ents to the Rini■ue Federal Safety standards 
and corrosion control Standards (11-15-7H 

c. Telephone 

1. P-100, Sub 24 - Final order - General Investigation 39 
of Bates and Regulations Covering the connection of 
custo■er-Provided Equipment With Telephone coapany 
Facilities { 11-16-71) 

U. ELECTRICITY 

l. Certificates 

1. B-7, Sub 124 - Duke Paver Company - Application for SO 
Certificate of Public conyenience and Necessity 
Order Granted {S-18-71) 

B. Leases 

1. E-13, Sub 18 - lantahala Paver & Light Company 
lcg:uisition of Pa.cilities fro ■ Bemis Haravooa 
I.umber Co•pany - Granted (8-13-71) 

62 

2. E-22, sub 125 - Virginia Electric & Power Company 64 
1.uthori.ty to Sell and Lease Back Combustion 
Turbines - Granted {7-27-71) 

3. E-22, Sub 130 - Virginia Electric & Power Co■ pany 69 
Authority to Lease an IB!I system 370/ftodel 155 
coaputer - Granted {12-23-71) 

c. Bates 

1. E-2, sub 193 - Carolina Pover & Light: company 71 
luth.ori-ty to Adjust and Increase its Electric Bates 
and charges (2-26-71) 

2. B-7, sub 120 - Duke Paver Company - General 94 
Increase in Bates and Charges for Electric Rates 
(2-12-71) 

3. E-311, Sub 2 - Nev River Light & Paver co11pany 121 
Increase in Rates and charges (12-1q-71) 
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Q. E-15, Sub 18 - Pamlico Pover & Light Company, 
Incorporated - Increase in Rates and Charges 
(10-13-71) 

129 

5. E-19, Sub 13 - Roselle Lighting Co11pany, 137 
Incorporated - Order Approving Increase in Bates 
and Charges (12-10-71) 

6. E-22, Sub 118 - Virginia Electric & Pover company 1146 
Authority to A~just Electric Rates and Charges 
(4-29-711 

D. Securities 

1. E-2, Sub 200 - Carolina Pover & Light coapany 154 
Authority to .Issue and Sell Additional Shares of 
Co■mon stock for Employees (4-7-71) 

2. E-2, Sub 2011 - Carolina Paver & Light company 156 
Authority to Issue and sell $70,000,000 Principal 
Amount of First ftortgage Bonds - Granted 
(9-22-71) 

J. E-7, Sub 125 - nuke Paver company - Authority to 159 
Issue and Sell securities - Granted (1-21-71) 

Q. E-16, Sub 6, & W-6, Sub q - Pinehurst, Incor- 753 
porated, to Pineheaa, Inc. - Change of Control 
Through Sale of Stock - ~pproved (1-15-71) 

5. E-22, sub 107 - Virginia Electric & Pover Co■ pany 163 
Order to Issue ana sell Coaaon Stock unaer its 
Baployee Thrift Plan - Granted (5-26-71) 

E. Service Areas 

1. ES-52 - Electric Suppliers - Carolina Pover & tight 164 
Company & Prench Broad Electric aembership Corpora-
tion - order for Assignment of Areas in Mitchell 
County (11-2-71) 

2. ES-53, sub 1 - ~lectric suppliers - Carolina Paver 168 
& Light company & French Broad Electric aeabership 
corporation - Order for Reassignment of Service Area 
in Yancey county (11-2-71) 

3. ES-91 - Electric Suppliers - Carolina Pover & tight 171 
Co11pany.r Pitt & Gre,ene Electric l'lembership 
Corporationr & Tri-_county Electric l'lembership 
Corporation - order for Assignment of Electric 
SerYice Areas in Wayne county (1-8-71) 

4. ES-93 - Electric suppliers - Central Electric 176 
Membership corporation & Carolina Power & Light 
Company - Application Dis■issed (J-9-71) 
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5. !S-48 & !S-48-A - Electric suppliers - Duke Power 179 
Co■panr & Pied■ont Electric ae■ bership corporation -
order for Assign■ent of Areas in Caswell, ourha■, 
orange, and Person Counties (10-6-71) 

6. !C-59, Sub 5 - Electric Cooperatives - Pa ■lico- 182 
Beaufort Electric fte■betship corporation - Order 
for Transfer of Electric Service Areas to Tideland 
Electric lte■ bership Corporation (11-24-71) 

III. GAS 

1. Bates 

1. G-21, Sub 61 - Morth Carolina !atural Gas 184 
Corporation - Increase ApproYed (7-30-71) 

2. G-3, Sub 42 - Pennsrl•ania & Southern Gas co■ pany 187 
(Morth Carolina Gas serYice DiYision) - Increase 
ApproYed (7-26-71) 

3. G-9, Subs 81 & 82 - Pied■ont !atural Gas 190 
co■panr - Increase Appro•ed (5-19-71) 

4. G-9, subs 86 & 90 - Pied ■ont Matural Gas co■panr 198 
Partial Increase ApproYed (12-30-71) 

5. G-5, Subs 71 & 77 - Public Seryice co■ pany of Borth 206 
Carolina, Inc. - Partial Increase lppro•ed (5-27-71) 

6. G-5, Subs 71 & 77 - Public SerYice co■pany of Morth 235 
Carolina, Inc. - Order of A aeud ■ent (6-1-71) 

7. G-5, subs 78, 79, & 81 - Public SerYice co■panr of 237 
lorth Carolina, Inc. - Partial Increase ApproYed 
(12-21-71) 

8. G-1, Sub 30 - United Cities Gas co■panr - Increase 21111 
Approud (12-3-71) 

9. G-1, Sub 30 - United Cities Gas co■psnr - Changing 255 
!ffectiYe Date of Tariffs ( 12-22-71) 

B. Securities 

1. G-3, Sub •3 - Pennsrl•ania & southern Gas co■panr 256 
(Mor th ca rolina Gas SerYice Di •is ion) - A uthorl tr to 
Issue & Sell Pirst ltortgage Bonds - Granted (3-30-71) 

Il. IIOTOB BUSES 

a. authori tr 

1. B-13, Sub 21, & B-271, Sub 1 - lshuille - Elk 278 
sountain Bus Lines & Suburban Coach Lines -
construing Operating Rights (12-13-71) 
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2. B-15, Sub 166, & B-69, Sub 109 - Carolina Coach 259 
compan:y & Queen City Coach Company - l'lotor 
Passenger co1111on Carrier Authority Granted 
(12-2-71) 

J. B-15,. sub 167 - Carolina Coach Company - Kotor 267 
Passenger common Carrier Authority Granted 
(10-19-71) 

Q. B-254, Sub 5 - Central euslines of Horth Carolina 270 
sotor Passenger common carrier Aathority Granted 
(1-12-71) 

5. B-7,. Sub 83 - GreJhound Lines, Inc. - !!otor 
Passenger common carrier Authority Granted 
(8-13-71) 

6. B-69, Sub 109, & B-15, Sub 166 - Queen City 
coach company & Carolina Coach Company -
~otor Passenger common Carrier Authority 
Granted (12-2-71) 

7. B-2QS, Sub 6 - suburban coach company - Pfotor 
Passenger com■ on Carrier Authority Amended 
(1-28-71) 

259 

277 

e. B-271, Sub 1, & B-13, sub 21 - Suburban Coach Lines 27B 
& Asheyille-Elk 11ountain Bus Lines - Construing 
Operating Rights (12-13-71) 

B. Rates 

1 .. B-13, Sub 22 - Suburban coach Lines - Increased 284 
Fares - Approved (12-13-71) 

2. e-105, Stlb 29 - Rates-Bus - Suspension & Inves- 289 
tigation of Proposed Increase in Bus Passenger 
Fares, Olarter Coach .Rates & charges 6 Package 
Express Rates & charges - suspension Order Vacated 
(Q-22-71) 

c.. Transfers 

1- B-272, sub 4 - A.ppalachian Coach Company, rncorpo- 300 
rated, fro11 Appalachian Coach Company - Approved 
(3-24-71) 

2. B-5., Sub II., & B-13., Subs 20 & 21 - Asheville 302 
Elk sountain Bus 1ine & Suburban Coach 1ines 
from ftars Hill-Veaverville Bus Line, Inc. -
ApproYed in Part (5-7-71) 

3. B-13, Subs 20 6 21, & B-5, Sab q - suburban Coach 302 
Lines from Rars Hill-ffeaverville Bus tine, Inc., 
& AsheTille-Elk nountain Bus Line - APproved in 
Part (5-7-71) 
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V. !OTOR TRUCKS 

1. Authority Gran~ed 

1. T-13Q7, Sub q - Eller, Sam n., l'lotor carrier JOB 
(Co■mon .carrier) - Granted Additional Authority 
(1-14-71) 

2. T-1532 - Faulkner Bobile Rome Roving (Contract 311 
Carrier) - Granted (12-31-71) 

3. T-1506, So.b 1 - Prady,, James woodrov (Co11 ■on 31Q 
carrier) - Granted & Denied Portions (8-31-71) 

ll. T-521,, sub 6 - Harper Trucking Company (Contract 321 
Carrier) - Amended (9-3-71) 

5. T-1057, sub 3 - Rill-Top Transport (Contract J2q 
Carrier) - Amended (11-8-71} 

6. T-1572 - Rini-Haul, Inc. (Common carrier) 327 
Granted (10-12-71) 

7. T-153, Sub 11 - ftorven Freight Lines, Incorporated 330 
(Common Carrier) - Granted (5-13-71) 

8. T-277, Sub 12; T-480, Sub 28: & T-208, sub 30 - Old 333 
Dominion Freight Lines, Thurston Rotor Lines, Inc., 
& overnite Transportation Company (Common carrier) 
Granted (1-26-71) 

9. T-208, sob 30; T-277, Sub 12; & ~-480, Sub 28 333 
overnit.e Transportation company, old Dominion 
Preight Lines, & Thruston aotor Lines, Inc., 
(Com.11.on carrier) Granted (1-26-71) 

10. T-1367, Sub 5 - Scbverman Trucking Company (Comaon 337 
Carrier) - Amended (8-26-71) 

11. T-480, Sub 28; r-211, Sob 12; & T-208, Sub 30 - 333 
Thurston ~otor Lines, Inc., Old Dominion Freight 
Lines, C Overnite Transportation co111pany (Common 
carrier) Granted (1-26-71) 

12. T-15lt5 - Worsley Transport, Inc. (Contract carrier) 341 
Granted (4-26-71) 

B. Bates 

1. T-825, Sub 1118 - Bates-Truck - Horth Carolina 344 
Household Goods carriers for Authority to Kake 
Uniform Increase & charges in Line Haul Rates & 
Charges - Order Alloving Increases (7-29-71) 

2. T-107, sub 5 - Observer Transportation Company 351 
Increase Approved (S-24-71) 
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c. Sales and Tra~sf~rs 

1 •.. T-15119· - A c Jhcpress, Inc.• fro■ 'li'!lco 'J!'rocting, 355 
Inc. - Appro~d (5-6-71) 

2. T-.1523, Sub 1 .,. ,c & o llarehottsing·.Corporation froa 361 
Besea=rch .Tria.ngie !o•lng g storage, .Inc •. - Stock 
Transfer App_ro,Yed (10~27-71) 

3. T-11181,. -Sob i - Carolina llobileaoYers fro■ Red■t;md_ 362 
llells - &ppro . ..,d . (Q_:21-71) 

-• T-1548 - Polar Transport, Inc., from Borth Carolina 367 
Pood Express,. Inc. - lpproyeil (S-5-71). 

D. Securities 

1. ~681, So.b 32 - eel■s !!otor .!zpress, Inc. - Order 371 
ApproYing Change/ -~ control Through Stock .Transfer 
n-12-11J 

2. 'f-68-1, Sub ,32 - Hel ■s !lotor Express, Inc. - Order 380 
ApproTing .!lodified lgreeaent (B-12-71) 

3. T-127, -sub 9 - Kenan Transport co11.panr - Order 381 
Granting.Authqritf to Negotiate Sale of 
Coaaon,Stoct (6-16-71) 

4. T-127, Sub 9 - Kenan Transport company - Order 383 
Granting Aatho~ity to R'egotiate Sale of Com ■on 
stock - suppleaental Order (6-29-71) 

·E. aiscellaneoas 

1 •. !-1586 - Pa7etteville Inland Port & Storage 
Facility, Inc:. - Ez:e■pt fro ■ Regulation 
(1h19-71) 

3BQ 

2. T-390, sub 8 - Gran:rille House, Incorporated 386 
Change of control .Through Kerger (7-20-71) 

3. '!-1287, sub 22 - Kirk's !obile Ho■e Senice - ReYote 390 
g Re■oYe License Plates on Vehicles for a Period 
of Tiae (2-,4~ 7-1•1 

4. T-.1096, sub 6 - Wilson fterchant Delimry SerYice, 393 
Inc., & ~oa■ercial.& Package DeliYery SerYice, Inc. 
~aer A_lloving Proportionate Sharing & Exchange of 
shiP:■ents Between Contract carriers (3-19-71) 

VI. RAILROADS 

A. Discontinuance of Agency Stations 

1. R-10, Sub 10 - Atlantic & Bast: Carolina Railva:, 399 
company - Aut:hor~i;J to close station at llevport:, 
!orth caro-lina, film£ w Il!J!£ - Granted ( 11-29-71) 
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2. 1-5, Subs 257, 258, g 259 - Ill 11:press, Inc. iioo 
Authority to Close Agency at DaYidson, Borth 
Carolina - Granted <•-11-71) 

J. 1-29, Sab 186 - Southern Railway co■pany •o• 
l■tkoritf to Discontinue lgeacy Station at Da•idson, 
lorth Carolina - Granted (4-23-71) 

B. llobile Agency Concept 

1. 1-71, Sub 15 - seaboard coast Line Railroad co■pany 1110 
Authority to flake Per■anent llobile Agency concept in 
Tarboro, lorth Carolina, lrea - lppro•ed (5-11-71) 

2. 1-71, Sub 20 - Seaboard Coast Line Railroad co■paay ii 18 
Authority to I ■ple■ent llobile Agency concept in 
lilson, lorth Carolina, lrea for 6-llonth Trial 
Period - lppro.ed as llodified (10-11-71) 

3. 1-71, Sab 21 - Seaboard Coast: Line lailroad Co■pany ,21 
1athority to I ■ple■ent llobile Agency concept in 
Conway, lorth Carolina, for 6-llonth fiial Period 
lppro•ed as llodified (9- 3-71) 

II. B-71, Sab 22 - Seaboard Coast Line lailroad Coapany fi32 
Aathocity to I ■ple■ent llobile Agency concept in 
Payette•ille, lorth carolina, lrea for 6-Sonth 
'trial Period - lpproYed (8-19-71) 

5. B-71, Sab 211 - Seaboard coast Lille Railroad Co■pany 11111 
Authority to I ■ple■ent llobile Agency concept in 
Goldsboro, lorth Carolina - lppro•ed (11-29-71) 

c. llelocations 

1. 1-11, Sub 66 - lorfolt southern lail•ay Co■pany 4118 
Authority to Relocate Station Agency Facilities at 
llizabetla City, 1orth Carolina - lppro•ed (11-13-71) 

2. t-11, s■b 67 - lorfolk southern Railway co■pa■y 4119 
Authority to Relocate Tea■ Track Facility at 
1ashingto1t, lortk Carolina - lppro•ed (5-5-71) 

3. 1-11, sub 68 - lorfolk southern lail•ar Coapany 1150 
Authority to Relocate Pass Tract Facility at 
Linde■, worth Carolina - lppro•ed (6-18-71) 

D. schedule Changes 

1. lt-29, Sub 187 - Souther■ Railway Co■pany - lathority 452 
to lake sched■le Changes in Trains 15, 16, 115, 
g I 16 - Granted (2-12- 71) 

2. 1-29, Sub 187 - Soathera Railway Co■pa■f - Order •56 
llodifyiDCJ lteYioas order (2-19-71) 
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E. Miscellaneous 

1. R-71, Sub 23 - Seaboard Coast Line Railroad Company 457 
& Riegel Paper Corporation - Arbitration Award 
(10-13-71) 

2. R-29, Sub 184 - Southern Railway Company - Authority 460 
to Make Change in operation of Passenger Train 
service Between Salisbury & Asheville, North 
Carolina - Approved (6-16-71) 

3. R-29,· sub 188 - s·outhern Rn.ilway Company & Carolina 461 
& Northwestern Railway Company,- Authority to Make 
Certain Changes in Facility at Hickory, North 
Carolina - Approved (7-9-71) 

VII. TELEPHONE 

A·. Radio Common Carriers 

1. P-105, Sub 1 - Dixie· Dispatch Company - Certificate 4G5 
Cancelled for Failure· to File Annual Report (7-9-71) 

2. P-109 - Greenville Radio Dispatch - Certificate 467 
Granted (6-1-71) 

3. P-108 - Mac 1 s· Television & ·Electronics - 471 
certificate Denied (4-s~?l) 

4. P-88, Sub 3 - Rowan Radiofone - Certificate Revoked· 476 
(7-14-71) 

5. P-84, Sub 8 - Two-Way Radio of Car'olina, Inc., 482 
& Rowan Radiofone - Order Dismissing Petition 
for Authority to Sell and Transfer Certificate 
No. P-88 (7-26-71) 

B. Ra-tes 

1. P-28, ~ub 12 - First Colony Telephone Company 
Increase Approved (12-29-71) 

483 

2. P-19, Sub 115 - General Telephone Compilny of the 488 
Southeast• Modified Increases Approved & Certain 
Service Improvements Required (5-11-71) 

3. P-29, Sub Gl - Lee Telephone Company - Increase_ 509 
Approved & "In All other Respects the Application 
is Disapproved & Denied" (5-4-71} 

4. P-31, Sub 85 - Lexington Telephone Company - Order 527 
Allowing Partial Increase (G-25-71) 

5. P-70, Sub 100 - North Carolina Telephone Company 5~1 
Incr~ase & Service Improvement Plan Approved 
(2-10-71) 
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6. P-55, Sub 650 - Southern Bell Telephone & Telegraph 552 
Company - Order Allowing Portion of Rate Increase 
(8-2-71) 

7. P-50, Sub 40 - Thermal Belt Telephone Company 577 
Increase Approved (12-21-71) 

B. P-9, Sub 113 - United Telephone Company of the 588 
Carolinas, Inc. - Order Allowing Portion of Increase 
(12-10-71) 

C. Securities 

l. P-7, Sub 536 - Carolina Telephone & Telegraph 611 
Company - Authority to Issue & Sell Debentures & 
Common Stock Approved (9-20-71} 

2. P-10, Sub 307 - Central Telephone Company, Central Gl4 
Telephone & Utilities Corporation, & New Centel, 
Inc. - Order Approving Merger, Issuance 
of Securities, & Assumptions of Obligations 
(7-20-71) 

3. P-16, Sub 112 - Concord Telephone Company, The 627 
Authority to Issue & Sell First Mortgage Bon¢!s, 
Series H, Approved (7-30-71) 

4. P-19, Sub 129 - General 'felephone Company of the 630 
Southeast - Authority to Declare a Stock Dividend 
& Exchange Stock Granted (8-4-71) 

5. P-29, Sub 80 - Lee Telephone Company, Central 633 
Telephone Company, Central Telephone & Utilities 
Corporation, New Lee, Inc., & New Centel, Inc. 
Order Approving Sale of Assets & Assumption of 
Obligations & Granting Related Authorizations 
(7-23-71) 

6. P-31, Sub 87 - Lexington Telephone Company 639 
Authority to Issue & Sell Preferred Stock & Sinking 
Fund Notes Granted (12-14-71) 

7. P-44, Sub 59 - Oldtown Telephone System, Incorpo- 641 
rated, 'l'he - Authority to Borrow Funds Approved 
(1-20-71) 

8. P-9, Sub 114 - United Telephone Company of the 643 
Carolinas, Inc., & Greenwood-Unfted Telephone 
Company, Inc. - Merger & Financing Approved 
(4-12-71) 

D. Miscellaneous 

1. P-7, Sub 517 - Carolina Telephone & Telegraph 647 
Company & Raymond Edwards, et al. - Request for 
'felephone Setvice Through the Fayetteville Exchange 
Instead of the Dunn Exchange - Dismissed (4-22-71) 
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2. P-16, Sub 106 - Concord Telephone Company, The, 654 
vs. Sears, Roebuck & Company, Seeking Rate Relief 
Order Approving Rate and Dismissing Complaint 
(11-1-71) 

3. P-55, Sub 670 - Southern Bell Telephone & Telegraph 660 
Company - Telephone Service to Marietta, North 
Carolina, from Fairmont, North Carolina, Rather than 
the Existing Lake View, South Carolina, Telephone 
Service - Granted (11-8-71) 

4. P-89, Sub 2 - Complaints - Telephone - Triangle 665 
Telecasters, Inc., vs. Chapel Hill Telephone 
Company, General Telephorie Company of the Southeast, 
& Southern Bell Telephone & Telegraph Company -
Order Requiring Extended Area Service Between Durham 
& Chapel Hill; Providing Continuing Surveillance as 
to Raleigh, & Requiring Proposal Between Durham & 
Hillsborough (4-21-71) 

VIII. WATER AND SEWER 

A. Franchise Certificates 

l. W-303 & W-303, sub l - Associated Utilities, Inc. 675 
(Monterey Heights & Walnut Hills subd-ivisions) 
Granted (6-25-71) 

2. W-300 & W-300, Sub l - Beech -Mountain Utility 682 
Company (Beech Mountain Development & Linville 
Land Harbor Development) - Granted (7-19-71) 

3. l'l'-188, Sub 1, & W-274, Sub 4 - Camelot Development, 690 
Inc., & Heater Utilities, Inc. (Camelot subdivision) 
Order Granting Certificate of Public Convenience & 
Necessity & Leaving Docket No. h'-274, Sub 4, Open 
for Further Order on Rates (9-21-71) 

4. W-232, Sub 1 - cape Fear Water Company (Southgate 695 
Subdivision) - Granted (4-7-71) 

5. W-260, Sub 1 - Fairway Acres Water system (Fairway 699 
Acres Subdivision) - Granted (8-5-71) 

6. W-290, Sub 1 - Hasty Pump Sales & Service (Country 701 
Hills Estates Subdivision) - Granted (7-15-71) 

7. W-290, Sub 2 - Hasty Pump Sales & Service (Ridge 705 
Haven Subdivision) - Granted (8-26-71) 

8. W-274, Sub 4, & W-188, Sub 1 - Heater Utilities, 690 
Inc. (Camelot Subdivision), & Camelot Development, 
Inc. - Order Granting Certificate of Public 
Convenience & Necessity & Leaving Docket No. 
W-274, Sub 4 Open for Further Order on Rates 
(9-21-71) 
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9. 1-218, Sub , - Hydraulics, Li■ited (Piae Knolls 708 
S•Hi•ision) - Graated (7-20-71) 

10. lt-200, sub , - LaGrange later torts Corpora tioa 711 
(■array Port Sudhisioa) - Graated (2-19-71) 

11. 1-262, Sub 3 - Pied■oat Coaatraction g later 715 
CoapaSf (lest■ide Bills, Section II) - Granted 
(1-20-71) 

12. lt-262, sub, - Pie4 ■ont Coastr11etioa g later 719 
Coapa•f• Iac. (Bo■estead !States g 1tia9s acres 
511:Mi•iaioa) - Granted (11-29-71) 

13. 1-61, S•b 9 - So•Ueaatera later, Otillti•• Coapanr 723 
(Bigh lledows !states subai •isioa) - G raated 
(5-10-71) 

1,. 1-31,, Subs 1. 2, g 3 - surr1 later coapaar, Inc. 727 
(Skeffield Part, Sao• Bill, Pine I.ates, g leefts 
loocl• Sabdi•i•io■a) - Gruted (11-26-71) 

a ... tes 

1. lt-27, su 3 - rorest Rills later torts - Iacruee 11, 
lpprond <•-13-71) 

2. 1-223, Sub 1 - Ra•elock De•elop••t Corporatioa 736 
lacreaae lppro•ed (7-30-71) 

3. 1-21,. sub, - Beater Otilities, I■c. - Increa• 739 
lpprowed ( 12-21-71) 

,. lt-227, sub 1 - Jlobia Rood, Inc. - Increase &ppro•ed 71t5 
(6-1-71) 

C. Sec:Grities 

1. 1-s,, Sub 18 - General waterworks corpontioa 750 
latlloritf to Issue g Sell loads lppro•ed (6-15-71) 

2. 1-6, S•b '• g 1-16, Sub 6 - Piaekead, Inc., fro■ 753 
Pi■elarst, Iacorporated - cu.age of control 
ftroa,lt Sale of Stock - lppn>•ed (1-15-71) 
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TABLB OP ORDBRS 

Bat Printed 

Detail.ad Dlltline 

I. BLl!!~RICI'rT 

1. securities 

1. ~rollua Power & IJ.ght. coapany 
AuthoE:i.1;.f to I.ssue an·a ~ell 
Preferred Stact - Supple■eatal 
order 

2. ca.roll na Power .& Light co■panr 
&utkori,ty to Issue & se:,.1 
CQ■■on St.act, l._pprGwed 

3. carolina Power g Light co■panr 
suppleilental Order 

Qa ca.rolina Power & t.i,ght Co~pany 
Authority to Issoe & 5ell 
co■■on stoc;t, ~rarit.e·a 

5. carolina Paver g Light co■paoy 
Securit:ie.s Granted 

6. nute.Pover Co■pany - Authority 
t:o Issue & S.ell. Co■11on Stock, 
·Approwed · · 

7 .. nuke Power Co~p~ny - lut.horitJ 
to Issue & Sell.First S Refnnd­
ing aortgage !k;,nds, &pproYed 

e. Duke Pove.r Coap~ny - Authority 
to Issue & Sell Preferred 
Stock. lpprowed 

9. Duke Power Co~pauy i Authority 
to Issoe .& Sell Debi; 
secu.ri~ies; App~wed 

B-2, sub 198 

.B~2, ,5~ 202 

•~2, Sub 202 

B-2, Sub 206 

B-2, Sub 208 

B~7, sub 126 

B-7, Sub 127 

B-7, Sub 130 

B-.7, Sub 135 

10. Duke Paver Co■pa_uy - luthority B-1, Sub 135 
to xssue & seil Debt secu~i~ies 
supplemental oraer 

77.1 

1-6-71 

6-,11-,71 

6-22-,71 

12-23-,71 

1 

3-5-71 

3-5-71 

7-30-71 

11-17-71 

12-10-71 

11- Yirgini~ Electric & Paver co■-
pany - An~horit.J to IssOe & 
sell Secie s ll _Bonds & Pre­
fec:ed stock, App_rowea 

B-22, Sub 122 3-5-71 

12. Tirgini~ Blectri~ &. Po•er.coa­
pany .- supple■ental ·Order· 

z~22, sub 122 3-22-71 
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13. Virginia Electric & Power com­
pany - Authority to Issue & 
Sell Series BB Bonds & CO■ IIOD 

E-22, Sub 127 9-7-71 

Stock, Approved . 

14. Virginia Electtlc S Pover 
Conpany - sec.urities ApproTed 

15. Virginia Electric & Pover 
Co•pan7 - Supplemental Order 

16. Virginia Electric.& Power 
Co■pa.n:r - secu~it;ies ApproTed 

rt. GAS 

A. Rates 

E-22, Sub 131 

E-22, Sub 131 

E-22, Sub 137 

1. Public SerYice Co■pany of !lorth G-5, Sub 78 
Carolina, Inc. - Adjust■ent of 
its Rates & Charges, Granted 

III. ROTOR BUSES 

A. Certiflca t:e Cancellation 

1. llel1;on,. Willia■ s .. 

2. Ollison. Richard If. 

B. Boate Abandon■ent 

B-298 

B-133, Sub q 

? 

? 

? 

10-18-71 

2-16-71 

10-12-71 

1. Qneen CUy Coach Co■panJ B-69, Sub 1oq 4-20-71 
Discontinuance of Certain 
Routes & Partial Discontinuance 
of one Route 

2. Queen City Coach CoapanJ B-69, Sub 107 3-25-71 
Order llloving in Part & Dt!ny-
ing in Part Discontinuance of 
Certain.Schedules on Asheboro -
Greensboro & AsheTille - Black 
!ou.ntain Route 

3. s■oty !loantain Stages, Inc. B-84, Sub 28 5-21-71 
Discontina:.ance of certain 
Schedules Between AsheTille 
g Sorth Carolina - Tennessee 
State Line Via fturphJ, Borth 
Carolina 

c. Sales and Transf'ers 

1. lsheboro coach company 
ll,'prow4 

2. ea■aact'Bus Lines, rnc •• fro■ 
·J •.. H •. Ru■oct - ApproYed 

B-3, Sub 5 

B-Q 1,- Sob 2 

11-9-71 

2-15-71 
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3. tassiter Bus Line fro■ swaia•s 
friendly Bas Ser•ice 

•• Ollison Bus Lines - lppro•ed 

5. Ollison B•s Lines - Correction 

6. Sub•rban coach co■paay, Incor­
porated, fro■ suburban Coach 
Co■pany - lpproffd 

7. Suburban Coach Liaes to Subur­
ban Coach Lines, Incorporated 
lppro.ed 

IY. IIOTOI TIUCP:S 

A. Applications Denied 

1. A■erica n courier corpora tioa, 
wacho•i.& CCM1rier corporation g 
courier !spress Corporation 

2. Beasley, Borris 

3. Boaansa llobil• HONS 

•• Copeland Brothers 

5. !astern llotor Lines, Inc. 

6. Ball, Bobert P:iasey 

7. Kenosha Auto Transport 
corporation 

8. Laughinghouse, Charles, 
llobi l.e Boae llo•ers 

9. llaybelle Transport Co■pany 

10. llitchell Pick Op g Delhery 

11. Parker, Ja■es !. 

12. Wallace Trucking co■pany 

13. Winters• l!obile Bo■e Ser•ice 

B-108, Sob 5 

&-133, Sob ll 

B-133, Sub 4 

B-21l5, Sub 7 

B-13, Sub 23 

7-lll-71 

5-17-71 

6-16-71 

12-15- 71 

12-15-71 

T-1077, Sub 8 7-20-71 
'l'-11l62, Sub 1 
T-1US, Sob 1 

T-1555 6-16-71 

T-1567 9-23-71 

T-1556 8-3-71 

T-136•, Sub 3 s-2,- 11 

T-1563 10-8-71 

T-1581 12-6-71 

T-15311 1-8-71 

T-149, Sub 21 5-28-71 

T-1505, Sub 1 7-6-71 

T-1557 9-13-71 

T-1293, Sub 1 3-5-71 

T-1571 10-7-71 

B. certificates and/or Peraits Granted 

1. B g ft Transportation co■paay 
!nlargettent Granted 

2. Baker, To■, !spress, Tbo■as L. 
Baker, Per■it Granted 

T-267, Sub 5 6-1-71 

T-1533 3-31-71 
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3. Baldwin• H. G •• Granted 

Q. Bryan Tnnsp~~t co■pany 
Additional Anthoritr Granted 

5. Bullock, Richard !dvin 
authori_ty Granted 

6. Carol·ina. llobile !oYers 
(Planning AssOciation,. rnc.) 
Granted 

7. Carolina. !obile !oYers 
(Plann~g A~oc_ia ti On·, I~c.) 
Order ReYersing.Recom■en~ed 
order & Disllissing .Application 

8. Casper, l!iltan tee - Grant.ed 

T-15Q4 Q-29-71 

T-1019, Sub 2 11-26-71 

T-15Q6 q-26-71 

T-1qa1, Sub 1 2-16-71 

T-1481, Sub 1 Q-22-71 

T-1566 9-23-71 

9. Casper,, ,ftilton I.ee 
overruled 

Bxc~ptions T-1566 10-22-71 

10. Co■11ercial g Pact.a.ge ~elivery T-1362, Sub q 7-26-71 
service, Inc. - Per■it Graated 

11. Bdvards, OliYer - Granted T-1558 7-19-71 

12. G. & T. Enterprises - Granted T-1577 10-1q-11 

13. Jones Robile Hoae Service T-157S 11-q-71 

14. Kirt•s Sobile Bo■e Delhery & T-1570 12-6-71 
Repair Seryice - Granted 

15. Blyerside l!ohile Home l!oYers T-1391., Suh 1 9-23-71 
Granted 

16. Boyall !obile Home Service T-1573 10-7-71 
Granted 

17. Sher■an & Bodie., Inc. T-1188., Sub 6 9-28-71 
Aaending l'ermi t 

18. Spruill, Boraan Arlington T-1541 5-20-71 
Granted 

19. Stainback, D:onald E • ., & Charles T-1375., Sub 1 B-18-71 
G. Stainback., Jr. - Granted 

20. suamers., Rayaond Lee - Granted T-1551 q-15-71 

2t. Sum■ers, Raymond Lee - Order 
Rescinding.Rec9mmended order 
& Exempting Transportation of 
Houses fro■ Regulation 

T-15S1 5-Q-71 
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22. Talley-Brook, Inc. - Granted 
l■ended Application 

c. Certificates Cancelled or Be.olte!l 

1. lpeK l'lotor Lines, Inc. 

2. Culberson Ho tor Lines, Inc. 

3. D & ff Trucking, Inc. 

... !astern Tobacco l'loYers, Inc. 

5. Electronic lloYing & Storage 
co■pany 

6. h:vood, Ro ■ie Jackson 

7. !KplosiYes Supply Co■pany, Inc. 

8. Par-rs supplr co■panr 

CJ. Pli.11chu■ Oil co■panr 

10. Plovers Trucking Co■panr, Inc. 

11. Ball, J. llle■, Jr. 

12. Ravltins, Lawrence a. 

13. Leicester, s. A. 

111. Long Brothers 

15. Lorbacker, J. L. 

16. Pendergrass, T. J. 

17. Ser't'ice Distributing Co■pany, 
Inc. 

18. Spruill, lor■an Arlington 

19. Torrence, c. •• 
20. Triangle Transportation, Inc. 

21. vooler, Cleo Otis 

D. Rates 

,. Rates-Truck - Less-Than-
Truckload Classification 
Ratings on Puraiture - Increase 
Granted 

T-1531 

T-51, Sub .II 

T-141 ll, Sub 

T-1488, Sub 

T-1397 

T-1559 

T-67, Sub .. 
T-819, Sub 

T-1113, Sub 

T-1503 

T-1278, Sub 

T-1101 

T-1323, Sub 

T-1199, Sub 

T-1075, Sub 

T-683, Sub 

T-11l55 

T-121 , Sab 

T-15.111 

T-15, Sub 1 

T-1486, Sub 

T-1448 

T-825, Sub 

115 

1-28-71 

6-29-71 

1 7-7-71 

1 5-12-71 

10-12-71 

6-30-71 

7-20-71 

1 12-20-71 

1 1-28-71 

12-28-71 

1 3-16-71 

2- 16-71 

10-21-71 

1 10- 13- 71 

1 3-211-71 

1 11-5-71 

6-8-71 

1 5-12-71 

10-27-71 

1-5-71 

1 6-29-71 

6-24-71 

108 2-3-71 
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2. Rates-Tract - General Com­
■odities - Suspension order 
Vacated 

T-825, Sub 143 1-19-71 

3. Rates-Truck - General Coa- T-825 • Sub 145 3-23-71 
■odities (Cement 6 other 
Related coa■odities) 
Suspension Order Vacated 

4. Ra tes-Truct - General Co■- T-825, Sub 1117 6-15-71 
■odities ("Collect on DeliTery• 
& "Joint Hauls") - Suspension 
Order Vacated 

s. Rates-Truck - Un■ anufactured T-825, Sub 1Q9 9-9-71 
Tobacco, 5aterials & Accesso-
ries - suspension order 
Vacated 

6 .. Bates-Truck - United Parcel 
service, Inc. - Suspension 
Order Vacated 

T-1317, Sub 6 2-24-71 

7. Carolina DeliTery SC1!rvice Co., T-92, Sob 5 3-15-71 
Inc. - snspension order vacated 

E. Sales and Transfers 

1. Able Moving & Storage Coapany 
from c. B. EYerhart Transfer 
Co■pany 

2. American Parcel Service, Inc., 
from Robert Belmont Thorburn, 
d/b/a American Parcel SerYice 

3. American Van & Storage, I:nc., 
from smith Transfer & Storage, 
lnc. 

4. Arkansas-Best Freight Syste■, 
I:nc., from Youngblood Truck 
tines, rnc. 

s. Benton-Spry, Inc., from ·" & ll 
Tank Lines, Inc. 

6. Bonanza Tank Lines, Inc., fro■ 
Service Transportation corpo­
ration 

T-15~3 2-2-71 

T-115~, Sub 6 ~-21-71 

T-154 0 2-2-71 

T-1583 10-15-71 

T-139, sub 14 9-20-71 

T-1576 10-12-11 

7. Boven•s Soring & Storage, Inc., T-1591 
from Levis A. Hinson (Deceased) 

12-7-71 

8. Burnha■ Van serYice, Inc., fro■ T-951, sub 7 
llaY Transfer & storage Company 

2-3-71 
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9. eurnha■ Yan SerTice, Inc •• fro■ T-951, Sub 7 
ftay TTansfer & Storage Co■pany 
Clarification Order 

10. Carolina Freight Carriers Cor- T-211, Sub 9 
poration fro■ Ter■inal Transfer 
& Storage Co■pany, Inc. 

11. Cle ■•s l'lobile Ro■e Repair T-1564 
SerTice fro■ Don curtiss l'lobile 
Ro■e Repair SerTice 

12. Colu■bus l'lotor Lines, Inc. 
Transfer of Stock fro■ !■ory 

Tho■as Rabon to Willia ■ R. 
Guignard, Trustee 

13. Davson-Joyce l'loTing & Storage 
co■pany fro■ Sha■rock Yan 
Lines, Inc. 

11J. DeRart l'lotor Lines, Inc.• 
fro■ D & D Trucking Co■pany 

T-3011 • Sub 6 

T-1550 

T-1569 
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--19-71 

8-13-71 

8-13-71 

7-13-71 

5-6-71 

12-7-71 

15. DeBart l'lotor Lines, Inc. T-1569, Sub 1 12-11J-71 
Transfer Co■■on Carrier Certi­
ficate fro■ R. D. rovler l'lotor 
Lines, Inc. 

16. Di ■sdale ftoTing & Storage fro■ T-1192, Sub 3 5-26-71 
Di■sdale Transfer SerTice 

17. ! & B Corporation fro■ Ezzell T-1560 6-30-71 
-Par■s 

18. !astern Refrigerated Transport, T-1562 6-28-71 
Inc •• fro■ Eddie L. Jones 
Trucking Co■pany, Inc. 

19. Edwards Trucking, Inc., fro■ T-1553 4-29-71 
Jarrett & Son Trucking Co., Inc. 

20. !2zell Tracking• Inc., fro■ T-1536, Sub 1 7-12-71 
Eddie L. Jones Trucking Co. 

21. Pleet Transport Co■pany, Inc., T-1436, Sub 1 11-26-71 
fro■ !la ybelle Transport Co■pany 

22. Galll■ore, D. P., & Sons, Inc., T-1565 7-29-71 
fro■ L. G. Devitt, Inc. 

23. Glosson l'lotor Lines, Inc., T-11125 7-13-71 
fro■ lest Brothers Transfer and 
Storage, Inc. 

21J. GroTes, r. w •• Trucking co■ pany T-1133, Sub 3 2-8-71 
fro■ Jurgensen l'lotor Transfer 
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25. Haigler Trucking Company from T-1133,. Sub Q 5-6-71 
Jourdan Transfer, Incorporated, 
by William R. Winders 

26. Humphrey, Troy, !oving & T-986,. Sub J 2-15-71 
Storage, Inc., from Troy 
Humphrey l!ov!.ng & Storage 
coapany 

27. xeever,. L. J.,. Saving Service 
from L. J. Kee•er 

28. Kenan Transport Company £ram 
Laney Tank Lines, Incorporated 

T-154 7 Q-5-71 

T-271, Sub 4 6-21-71 

29 .. Laughinghouse, Charles c., T-1534, Sub 1 6-24-71 
Plobile Home !overs from Stanley 
Robile Rome !!overs 

30. !artin,. v. Pl.• Transfer company T-653 • sub 4 6-8-71 
from R. s. Nartin 

31. Bay lloving of Goldsboro, Inc., T-1584 11-23-71 
from Cleadous Naylor 

32. l'fe1:ro Erpress Delivery, Inc. T-23, Sub 7 5-24-71 
order Approved 

33. !!labile Home Sales & Repair from T-1578 11-3-71 
Hargrove• s Pl obi le a ome Plovers 

34. Plurrov•s Transfer, Inco_rporated T-90. Sub 4 3-16-71 
from P & B Truck Line, Inc. 

35. H. c. Coastal .l!otar Lines, T-1409, Sub 3 9-20-71 
Inc., from coastal Truckvays, 
Inc. 

36. Queen City lloYing & storage T-1568 8-27-71 
coapany from H.P. Sides 

37. Rabon Transfer, Inc., froa 
Elsworth Lamotte Rabon, t/a 
Rabon Transfer 

38. SerTice !!oving & Storage 
coapanr, Inc., from corn's 
Transfer 

39. Shelby flt.oYing and Storage 
Company froa ~arkin Reel'es 

40. Shelby !loving S Storage froa 
Larkin HeeTes - Order OTer­
ruling Exceptions 

T-796, Sub 4 12-20-71 

T-1582 11-23-71 

T-1554 5-7-71 

T-1554 7-26-71 
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41. Spruill, lor■an Arlington, fro■ T-15•1, Sub 1 9-23-71 
Oscar Sa■ uel Sawyer 

42. ter■inal Trucking Coapany, T-477, Sub 2 11-26-71 
Inc., fro■ lernon s. Aycock 

43. Ter■inal Trucking Co■pany, T-477, Sub 2 12-16-71 
Inc. - Errata Order 

44. lallace Par■ers Exchange, Inc., T-1561 7-6-71 
fro■ Eddie L. Jones Trucking 
co■pany, Inc. 

QS. lallace Trucking Co■pany fro■ T-1293, Sub 2 6-15-71 
John Arch Wallace, t/a Wallace 
Truckinq Co■pany 

46. lilson Preight co■pany fro■ T-11175 2-18-71 
Shaw itotor Freight, Inc. 

P. l!iscellaneous 

1. Eastern l!otor Lines, Inc. 
(Lessor) & A & J !lo tor Lin es, 
Inc. (Lessee) - order cancel­
ling Lease Agree■ent 

2. Ed■ac Trucking co■pany, Inc. 
Authority to Bedee■ Stock, 
Granted 

T-1386, Sub 1 8-31-71 

T-70, Sub 6 3-30-71 

3. Gibson, Ja■es (c/o lest End T-1287, Sub 23 8-30-71 
l■erican SerYice) & Ja■es 
loodrov Prady - Reco■■ended 
Cease & Desist Order Concerning 
Alleged Transportation of 
"obile Bo■es lithout Authority 

4. Worth Carolina Express, Inc. 
Order Releasing Escrow Punds 

5. Triangle Transportation, I■ c., 
fro■ Robert L. "aeon , Inc. 
Order ApproTing Change in 
Corporate Wa11e 

TI. RAIL ROADS 

A. itiscellaneous 

1. Seaboard coast tine Railroad 
Co■pany - Dualize Operation of 
Agencies at Wake Forest & 
JoungsTille, North Carolina 

2. Seaboard coast tine Railroad 
Co■pany - Authorization to 

T-1492 2-16 - 71 

T-1486, Sub 1 3-31-71 

R-71, Sub 19 5-6-7 1 

R-71, Sub 25 11-10-71 
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settle Ondercharges. Clai■ 
Reasor Chaaical Corporation 

3. Soathern Railvar Co■panr R-29, sab 189 10-20-11 
Authoritr to Be•o•e & Dismantle 
Passenger _Depot at Burlington, 
11octh.Cacolina 

VU• TELBPBOWE 

1. Radio Coamon Carriers 

1. Aircall, Inc. - Transfer of P-82, Sub 3 
Ezisting certificate of Public 
conTenience and Necessity f~o• 
Ira A. Saith, Jr., cl/b/a 
Aircall companr 

2. Aircall, Inc. - Purchase & P-82, Suh q 
Assignment of Radio Comaon 
Carrier Certificate fro■ 
A. r. Cottrell, d/b/a Lenoir 
coaaunications company 

3 • .Borth Carolina_ .l!obile Telephone P-107 
company - App~ication for 
certificate of ConTenience & 
kecessity - Dis■issed 

4. :aa.-'!'el co■pany, Inc. - Oeder P-92, sub 3 -
Granting Authority to Vitbdrav 
Application for Aathority to 
.i'ransfer Stock 

s. Ra-Tel coapany, Inc. - Order P-92, sub 4 
Granting Atlthority to Transfer 
Stock 

B. coaplaints 

1. Battleboro. Tovn of. North P-7. Sub 481 
Carolina •s .. Carolina Telephone 
& Telegraph c~apany - Interia 
order for Relief 

2. Pied■ont Telephone Be■bership P-89. Sub 3 
corporation vs. Southern Bell 
Telephone & Telegraph company 
6 Le%ingto~ Telephone Co■pany 
order Alloving Withdrawal of 
Petition for Toll service 
Interconnection & Other 
serviCes With southern Bell 
Telephone.& Telegraph co■pany 

3-22-71 

5-17-71 

5-10-71 

4-2-71 

7-30-71 

2-17-71 
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c. Extended Area Ser•ice 

1. Carolina Telephone & Telegraph P-7, Sub 530 
Coapany - lpproYing !AS Between 
PanYille & Pountain Telephone 
bchanges & Par••ill-Green-
Yille Telephone Exchanges 

D. Ser•ice lgreeaents 

1. Theraal Belt Telephone Coapany 
ftid-Carolina Telephone coapany 
!astern Rowan Telephone Coapany 
Bid-Continent Telephone Corpo­
ration - Appro•ing Agreeaent 

2. Onited-ftountain Telephone 
Coapany & Onited Telephone 
co■pany of the Carolinas, Inc. 
Appro•ing SerYice Agreeaent 

!. Western Onion 

P-50, Sub ,1 
P-106, Sub 3 
P-62, Sub 36 
P-37, Sub 46 

P-9, Sub 116 

1. lester• Onion Telegraph vo-85 
Co■pany - Order to Issue & Sell 
Securities 

r. Biscellaaeous 
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12-23-71 

8-4-71 

8-31-71 

3-19-71 

1. caroliaa Telephone & Telegraph P-7, Sub 54, 12-13-71 
coapany - order Denying Tariff 
Piling to Increase Rates for 
Wide lrea Telephone SerYice 

2. Caroll•• Telephone & Telegraph P-7, Sub 545 12-28-71 
co■pany - order Appro•ing 
Tariff Piliag of CJauge in 
PayetteYille Base Rate Area 
With Less Than Statutory lotice 

3. !astern Rowan Telephone Coapany P-62, Sub 34 2-17-71 
order Disappro•ing Tariff 
riling for. a !eYision of ~ey 
Telephone systea & !quipaent 
Tariff g Dis■issing Proceeding 

,. Geaeral TelephoAe Coapaay of P-19, Sub 123 3-2,-.71 
the so■theast - Order lppro•ing 
Contract With the Geaeral Tel-
phone Direc~ory coapany 

s. General Telephone Coapany of P-19, Sub 137 12-22-71 
the So■theast - Order Denyiag 
Tariff Pillag to Increase Rates 
for Wide Area Telephone 
Ser•lces 
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6. Old Tovn Telephone Syste■s, P-IJ4, Sub 58 2-17-71 
Inc. - Order Allowing Tariffs 
for a ReYision & Addition to 
General Exchange Tariff to 
Become EffectiTe & to Dis■iss 
Proceedings 

7. southern Bell Telephone & P-55, Sub 663 ? 
Telegraph co■panr - order 
Granting Extension of Service 
of Charlotte Exchange to City 
Lfmi ts of Pi~e Yille, Horth 
Carolina 

B. vestco Telephone Company P-78, Sub 2IJ 8-4-71 
Tariffs Denied & Setting 
ReYised Ra.t8 Groupings 

9. Western Carolina, west.co Tele- P-58, SUI> 61 3-12-71 
phone company, Continental 
Telephone corporation - Zone 
Rates ApproTed for the !lfarshall 
& !!a.rs Bill Rxchange 

10. ,Western Carolina .. Telephone 
company - Tariffs Denied~ 
setting ReTised G~ouplngs 

11. Western Carolin~ Telephone 
Company -.correcting Rate 
Schedule & setti~g ReYised 
Groupings 

VIII. VITBR l■D SBREB 

A. Author! ty Granted 

P-58, Sub 82 

P-58, Snb 82 

1. Arthur Utilit_i~s. ,Inc. w~198, Sub Q 

Windsor flanor and. Bega-J.v.oods 
Subdi Yi' si OIIS 

2. Aycock• Ben F. • Vat.er serYice v-e, s11b 7 
go.ail Bollov Part. Snhdivision 

3. Bridges co■■un,f.ty Vat.er Sjste ■, v-30'1 
s. G. Bridges Par■ Subdivision 

fJ. Brookvool Vat.er Corporation lf-177, Snb 9 
Rosewood Terrace SuhdiYision 

s. Buffalo seadows Utility co■ponr R-312 
Bllffalo !eadovs Subdivision 

6. Cash, c. e. • Jr •• g Gene L. W-306 
Webber, Broad Acres SubdiYision 

8-4-71 

8-6-71 

3-29-71 

6-2-71 

6-24-71 

11-30-71 

12-10-11 

7-28-71 
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7. Chapel Bills Otility Co■pany, 
Taylor & Lfons, Inc., t/a 
Chapel Hills SubdiYisio■ 

8. Co■■unity Water Works, Iac. 
RiYer Bill Heights & Lincoln 
!states SubdiYision 

9. Cox t Short, Bynu■ l!I. Cox g 
Dvight I. Short, t/a Twin 
l!leadov lcres 

10. Cregg Bess, Incorporated 
l!eYerly lcres, Ridge•iew Circle 
& Cedar Oak Park SubdiYisio ■s 

11. Essential Otilities, Inc. 
Hillside SubdiYision 

12. Palls, Ralph L., Starrland 
Park, Pleetvood lcres & West 
Pala Acres SubdiYisions 

13. ft. & B. DeYelop■ent Corp. 
ftedgefield Subdi•ision 

14. e. t e. Water serYice 
Hollywood Acres (Sub 5) 

15. Jessup, Ja ■es Ternon, & Wife, 
Donnie 8., losevood subdiYision 

16. Killian Brothers Water systn 
crest■ont SubdiYision 

17. Levis Water Coapany, Ralph 
lewis t Bay Levis, t/a 
Crestwood SubdiYision 

1-310 

1-316 

1-311 

1-281 

ll-297 

1-268, Sub 1 

1-315 

1-89, sub , 
ll-89, Sub 5 

W-305 

1-298 

ll-288, Sub 1 

18. Payne, l'red L., Cedarwood W- 110, Sub 2 
lcres, Charleston Park, Green 
Road, Bo•is Road, Starbrook 
Parlt, Westerly Bills, & lin-
ningfield subdiYisions 

19. Paysour•s later Works, Paysoor, W-278 
Lawrence, Ralph I., 6 Paul, 
t/a Ashebroolt Park & Southgate 
Subdhisions 
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12-10-71 

12-3-71 

10-21-71 

8-3-71 

3-10-71 

1-28-71 

10-8-71 

5-27-71 

6-25-71 

7-7- 71 

2-22-71 

3-11-71 

1-15-71 

20. Paysour•s later Works, Paysour, ll-278 3-18-71 
Lawrence, Ralph ll., t Paul, 
t/a (Suppleaental Order) 

21. Quality later supplies, Inc. 1-225, Sub 11 3-10-71 
Bradley Part SubdiYision 
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22. Rolling Springs later Co■pany 
Rolling Springs subcU•ision & 
Happy Acres Subdi•ision 

23. Slty•iew later syste■s, Inc. 
Sky•iew Park Subdi•ision 

24. Southern Terrace, Inc. 
Southern Terrace Sabdi•ision 

25. Stoney Brook !states, J. I. 
Bizzell, Jr., Va Stoney 
Brook !states subdi•ision 

26. Surry later Co■pany, Incorpcr 
rated, llc::Bride Heights 
Subdi•ision 

27. Urban later Co ■pany, Inc. 
oxford Park Sabdi•ision 

28. Wagstaff, Donald L., 
ftCCullers Pines Sw.bdi•ision 
Sections 2 g 3 

B. !1e■pti011s fro■ Regulations 

11-313 

1-293 

1-292 

11-295 

1-256, Sub 2 

1-308 

3-26-71 

3-26-71 

10-13-71 

1-25-71 

9-27-71 

1-12-71 

1-12-71 

1. !ast Central later, Inc. 1-186, Sub 91 6-8-71 
(Dnidson Coaaty) 

2. Bast PowellsYille later 1-186, Sub 90 5-11-71 
Corporation (Bertie county) 

3. !astside later lssociation, 1-186, Sub 87 4-5-71 
Inc. (llortha■pt.on County) 

ii. Inter-county later Association 1-186, Sub 85 1-11-71 
(Perqui ■ans county) 

5. Satta ■usk.eet later Association, 1-186, Sub 86 3-16-71 
Inc. (Hyde county) 

6. Jorthwest Onslow later 1-186, Sub 88 4-28-71 
Association (Onslow County) 

7. Third Century later 11-186, Sub 89 5-4-71 
(Robeson COllll t. Y) 

8. lallburg later, Inc., g 1-186, Sub 62 6-1-71 
Rerriweather !states 1-275 
DeYelop•nt. Corporation 
(Forsyth County) - l■ending 
!le■ption Certificate of Wall-
burg later, Inc.• g Dis■issing 
Application of Serriveather 
!states De•elop■ent corporation 
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c. ftergers 

1. Innst■ent Land Sa1es, Inc.• 
fro■ l. & B. Realty. Inc.• 
A P & , Co■panr. Inc., 
l, ! & R co■pany, Inc •• 
Ra■bright ftCCoy, Inc., g 
Westside OeYelop■ent Co■ pany. 
Inc. 

2. Pinehurst, Inc •• fro■ Pinehead, 
Inc. 

o. Rates 

1. forest Rills later forks 
Order Granting Appro•al to 
Increase Rates 

2. HaYelock DeYelop■ent Corpo­
ration - Order Appro•ing 
Incretlsed Rates 

3. Southeastern later & Otilities 
Co■pany - Interi■ Rate Request 
Denied 

4. Southern Terrace, Inc. 
Increase ApproYed 

!. lliscell a■ eous 

1. Burkett, Harold L. - Order 
Granting Franchise g lpproYiJlg 
Rates in Transfer of Paysour•s 
later forts, Dallas, w.c •• to 
Harold L. Burkett, Green.11.ayen 
Lane, Gastonia, 1.c. 

2. CleYeland tater Syste■s. Inc. 
Reco■■ended order lppro•ing 
Transfer of syste■ g certifi­
cate fro■ Cboyce Builders, 
lac •• Shelby, w.c., to 
CleYeland later Syste■s. 
Inc., Shelby, W.C. 

3. Cliffdale later Co■pany 
Co■plaint Dis■.issed 

•• Dute Power Coapany g Broy.II.ill 
Coa■uaity later Associatioa, 
Inc. - Contract lpproYed 

5. !aaafacturers Associates of 
the south, Inc. - Reco■■ended 

11-299 

1-6, Sub 5 
!-16, Sub 7 

1 - 27, Sub 3 

11-223, Sub 1 

1-61, Sub 10 

11-292 

11-307 

11-301 

11-203 • Sub 2 

1-94• Sub 5 

11-153, Sub 2 
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4-5-71 

12-22-71 

4-13-71 

7-30-71 

6-30-71 

12-6-71 

7-2-71 

5-20-71 

3-3-71 

3-31-71 

10-11-71 



786 SOBJICT IJDII POR ORDIIS IOT PBIITID 

order Denyiag Applicatioa for 
Transfer S lbandouent 

6. aaaufacturers lssociates of 
the Soath, Inc. - Order 
Regttiring Serdce Repor·t g 
Iapro•e•nts 

7. Touch S Pla.s later Systeas -
Order Beqairiag Iapro•-•ts 

8. Touch g Plow later Systeas 
Order Directiag Refunds & 
Requiring Report 

I- 153, Stt b 2 

V-201, Sttb 6 

1-201, Sub 7 

10- tt-7t 

? 

10-7-7' 
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