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ATTACHMENT 1 - PART 2
TO PROPOSED ALTERNATIVE FINDING OF FACT

WATER AND SEWER - RATES

Did you make any independent analysis, Mr. Lee, of how much time
it actually takes actual employees to operate the 14 sewer
plants in Carteret County or thereabouts?

I did not do an individual inspection or evaluation of each of
those plants. I relied basically on my general knowledge I've
picked up of sewer plant operations....

Company witness Demaree explained that due to the seasonal nature of
load placed on the 14 plants, the size of the plants, and the actual
experience the Company has in operating the plants, the assumptions
relied upon by Public Staff witness Lee are inaccurate in this case.

The Commission believes that the actual employee time as testified to
by witness Demaree to operate these plants appears to be reasonable.
The Commission, therefore, agrees with the Company that the
allocation should be 1.5 employees to the noncompany owned sewage
treatment plants in the Pine Knoll Shores area.

N.C.U.C. Docket No. W-354, Sub. 69, Order Approving Partial Rate Increase and.
Requiring Improvements, (February 2, 1989) 79 N.C.U.C.R. 482, 513.

There is nothing in the record in this case that indicates that the Public
Staff adjustment is based on any more analysis or first-hand information than

was the recommendation in the lasi case.

Q. Do you have any testimony today that anything has changed with
respect to Mr. Cunningham's duties to change him from part-time
contract operator to full-time operator?

I have the organizational chart that was presented by the
Company as we requested that shows on the Exhibit 3 - on page 2
of Exhibit 3 provided by the Company, it has on that operator -
Jeff Pruitt, contract sewer plant. It has a system number that
js designated and corresponds with the booking entries made on
Utilities, Inc.'s, ledger. It also has there John Cunningham,
contract sewer plant operator and the system number that
corresponds with entries made on Utilities, Inc., for the

management fees.
So that's the basis of your adjustment, that chart?

That along with my argument last year that when you compare the
ratio of systems for operators that the Company is claiming it
needs in its other areas versus what it was claiming you could
operate those systems on the coast, then I feel that my
adjustment last year was more appropriate than what the
Commission allowed, and I feel that what I recommended this time
is more appropriate than what the Company is proposing. (Tr

Vol. XVIII, p. 17.)

The Commission, therefore, reaffirms the decision it entered in Docket No. .
W-354, Sub 69, and will allocate only one-half of the salary and benefits of
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Mr. John Cunningham to the contract plants. It will, likewi

. ise, allocate on]
3/16 of the salary and expenses of Joe Lawrence, Mr. C < ngham’ y
the contract sewage treatment plants. » Mr. Cunningham’s manager, to

The next difference between the parties arises from i

. ffe the Public Staff's
adjustment to eliminate thg salary of Clyde McCall from the test year payroll
expense. Witness Lee testified that Mr. McCall, who was hired on August 7
1989, had been hired as a project manager. According to Public Staff witness
Leeit;%igzgﬁec:omi;?%frt; t1mﬁ is devoted primarily to projects that will be
capital R a e salary should not be i i
operating and maintenance expense? ¢ included in the test year

Company witness Wenz offered rebuttal testimony o i
appropriateness of including Mr. McCall's salary in theytegl ;ﬁf} %isgii;yiazge
Witness Wenz testified that Mr. McCall was hired to replace Mr. Lee Kiser who
left the_Company on May 24, 1989. Mr. Kiser's salary was included in the’last
case. Witness Wenz testified that Mr. McCall will be undertaking the same
dutweslas Mr. Kiser, the employee whose position he took. A percentage of Mr
McCa11]§ hsg]zfy has been capitalized for test year purposes. This is
S?gﬁ?g ;ip:nseyéaieg;:;‘forma adjustment to the “operating expenses charged to

After examining the testimony on this issue, the Commission determi
that the adJustmen§s proposed by the Public Staf% to eliminate Mr. MCEE]??:
salary from operation and maintenance expense should be denied. There is no
testimony to contradict the assertion advanced by the Company that Mr. McCall
has taken Mr. Kiser's job and will undertake the same duties.

The Commission determines that the appropriate level of salari
is $1,067,272, after inclusion of BeattiegpFogd. salaries and wages

Customer Growth

The Company and the Public Staff initially disagreed on the cus
growth adjustment as applied by the Company. yIn itg final position,togﬁz
Company accepted the methodology employed by the Public Staff for customer
growth 'to chemicals and purchased power. As spoken to further below, the
Comp§ny s f1na1.posit1on includes customer growth to four additional accohnts
repairs and maintenance, transportation, office supplies and other officé
expenses, and office utilities. 1In calculating its cost of service, the Public
§tqif has removed from many accounts a greater level of customer growth than
;:1 1a11y' proposed by the Company. The Commission concludes that this is
d_$ppropr1ate and has made the proper adjustment. For example, this mechanical

ifference results in the $168 difference in purchased power.

The differences between the Company and the Public Staff regarding

- &Xxpenses for maintenance and repair, office supplies, transportation and office

:;;1;:;$S,dﬁ1tems 4, 7, 12 and 18 above) result in whole or in part from the
ompany s ;§agreemeqt. over the customer growth adjustment included in the
adjust%ent nal position. The Coqpany, in its direct case, proposed to make
period s to expense items to bring the test year expense level to an end of
evel through application of a growth adjustment based on the growth in

" humber of customers during the test year.
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Witness Lee testified that maintenance and repair expenses do not vary
directly with customer growth. He testified that transportation expense is
retated to the number of field employees rather than customers.

In rebuttal testimony, Company witness Wenz advocated that the growth
adjustment be limited to expense categories of power for pumping, chemicals,
maintenance and repair, transportation expense, office supplies, and the
telephone component of utilities expense. Witness Wenz recommended a total
growth adjustment of $48,416. Witness Wenz testified that the Company's
decision to advocate a growth adjustment resulted from an examination of the
Commission's order in the last Mid South rate case, Docket No. W-720, Sub 94.
In his rebuttal testimony, witness Wenz limited the growth adjustment to items
that had been approved for such an adjustment in the Mid South case. Witness
Wenz testified, "The Commission has previously recognized that maintenance and
repair, transportation, office supplies, and telephone are variable expenses
that increase as customers increase." Tr. Vol. XXII, p. 161.

Company witness Wenz stated that as more customers use the system, pumps
will wear out faster, more sludge will be hauled, more customer service time is
spent on the phone, more postage and forms are consumed for billing, etc.

The Commission has analyzed in detail the recommendations by the parties
with respect to the growth adjustment. Before resolving these differences, the
Commission deems it appropriate to discuss the theory behind making a growth
adjustment to expenses. In establishing the rates that will be charged as a
result of the cost of service approved in this case, the Commission will divide
the gross level of revenues approved by the number of end of test year
customers and end of test year consumption. By establishing rates on this
basis, the Commission will, in effect, determine revenues as of the last month
in the test year in order to bring the revenues to a go-forward level.

Because the expenses used to establish the revenue requirement are
unadjusted test year expenses, they are set at Jevels as of the mid-point of
the test year, December 31, 1988. If expense levels have been increasing
throughout the course of the test year and are anticipated to increase at a
similar rate during the period when the rates approved in this case will be in
effect, failure to adjust the test year expenses will result in a mismatch
between revenues and expenses. The failure will also build in attrition and
accelerate regulatory lag. The purpose of a growth adjustment, therefore, is
to bring expenses as well as revenues to a go-forward level and to match
revenues and expenses at the same point in time.

Public Staff witness Lee does not argue that expense levels did not
increase during the test year or that expenses will not increase during the
period rates approved in this case will be in effect. Rather, Public Staff
witness Lee argues that a growth adjustment calculated by reliance on the test
year growth in customers is imprecise because many of the expense categories do
not vary directly with the growth in customers.

The Commission will address witness Lee's argument. First, the Commission
notes that regardless of whether expenses vary directly with growth 1in
customers, if expenses increase and are anticipated to continue to increase, it
is still appropriate to make a growth adjustment. Furthermore, the Commission
is unpersuaded by witness Lee's logic that expenses do not increase at least @
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the rate of increase in customers. Although water testing may depend on the
number of wells as opposed to the number of customers on a system, obviously as
the .number of customers increase the more wells the Company will need to
provide service to the additional customers. Witness Lee argues that
tragsgo:§?t1ontexpense ;aries with the number of employees rather than with the
numbe customers. owever, the more ¢

e tars thmers.  fowever, | ustomers that the Company adds, the

The Public Staff cross-examined Company witness Wenz on rebuttal on
commun1catvops expense. Witness Wenz stated on redirect examination that the
Company relies on toll free numbers for customers to reach the Company's
employees. As customers increase, the number of tol] free calls increase and
the Company's communication expense increases.

‘e The Commission isdc02vinced that there are increases in the overall level
of Company expenses and that it would be highly inappropriate to lea
expenses at the December 31, 1988, level. oy perop ve 5o e

The Commission furthgr concludes that the appropriate way to grow the
expenses to an end of period level is through the customer growth adjustment.
However the customer growth adjustment should be adjusted to reflect the
methodology proposed by the Public Staff and accepted by the Company for the
accounts grown by the Public Staff. This method gives proper weighting to
systems added during the test period. Based on the foregoing, the Commission
copc]udes that the proper customer growth adjustment for repairs and
maintenance, office supplies, utilities, and transportation is $35,221.

Office Supplies and Utilities

The differeqces between the Company and the Public Staff regarding the
expenses for.off1ce supplies and office utilities have been discussed above.
Consistent with these decisions, the Commission finds that $115,871 should be
3%}$¥§?esfor office supplies and $126,962 should be allowed for office

Maintenance and Repair

The parties disagree on the level of maintenance and repair expense. The
Company asserts that the proper level of this expense is $584,264. The Public
S@aff, on the other hand, contends that, setting aside the Beatties Ford
difference, only $554,498 should be included for maintenance and repair
expense. The diffgrences between the parties regarding the level of
m?1ntenance and repair expense primarily stem from the Public Staff's removal
0 $2§,801 related to the Company's growth adjustment and the disallowance of
certain Hugo expenses discussed earlier.

maintzza discussed above, the Commission has determined that repair and
in the Ecgg expense should be increased by the growth adjustment. Similarly,
adopted ‘1 ence.aqd COpclus1ons for Findings of Fact Nos. 10~46, the Commission
the Com;‘s position in regards to Hugo costs. Based on the above decisions,
maintenang:sgza concludes that the appropriatg level of end of period
fDC1uding Beattie:eg:;g_ expenses is $608,367, which includes the effects of
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Transportation

The parties disagree over the appropriate level of transportation expense.
The Company states that $140,897 should be allowed as iransportation expense,
and the Public Staff contends that, setting aside the Beatties Ford difference,
only $130,270 should be included in rates as transportation expense. The
public Staff reached its $130,270 figure by taking the Company's pro forma
application transportation expense of $144,896 and dividing it by the number of
operators as of June 30, 1988 (35) to get an average cost per operator of
$4,140. The Public Staff then deducted the average cost of #1 contract sewer
plant operator ($4,140), the average cost of #2 contract sewer plant operator
($4,140). The Public Staff also removed the Company's customer growth
adjustment to transportation, as discussed above.

The Company calculated the transportation expense by dividing the per book
test year expense ($138,602) by the number of vehicles owned (51) to get the
average cost per vehicle ($2,718). The Company then subtracted the average
cost for #1 contract sewer operator ($2,718), 50 percent of the average cost
for sewer operator #2 ($1,359), and added customer growth ($6,372) to the test
year expense ($138,602) to get a total pro forma transportation expense of

$140,897.

The Commission has carefully examined the calculations and arguments of
both the Company and the Public Staff. Consistent with its decision above, the
Commission concludes that transportation expense should be adjusted for 1.5
operators, as proposed by the Company. However, this adjustment to
transportation expense for the 1.5 operators should be calculated based on the
methodology proposed by the Public Staff. This methodology was accepted by the
Commission in the Company's last general rate case. As discussed above, the
Commissijon has determined that transportation expense should be increased by
the customer growth adjustment found to be reasonable herein above. The
Commission, therefore, concludes that the proper level of transportation

expense is $143,273.

Maintenance Testing

The next expense item about which the parties disagree is the maintenance
testing expense. The Company has calculated that $99,578 should be included
for maintenance testing, whereas the Public Staff recommends allowance of
$94,888 without Beatties Ford for this expense item. The discrepancy between
the final maintenance testing figures of the parties results from their
differences regarding Beatties Ford and calculation of water testing fees.

The Company has calculated that $53,809 should be allocated for water
testing expense. Exhibit 15 to David Demaree's rebuttal testimony demonstrates
the calculations made by the Company in arriving at the $53,809 figure. The
Company calculated that coliform testing would require $17,136 per year. In
addition, the Company estimated that inorganic chemical testing which 15

required once every three years would amount to $4,399 per year. Radiological

testing which is required every four years would require $3,984

according to the Company's calculations. The Company also calculated that the

volatile organic chemical (VOC) testing which is required every five years:

would cost $28,290 per year.
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The Public Staff calculated that water testi
1 | sting would amount to $50,675
year and rounded this figure up to $52,500 to allow for miscellaneous {estiﬁgf

The Commission has thoroughly examined i
. ] the
parties regarding maintenance testi%g. evidence presented by both

After adjusting for Beatties Ford, the Commission co
appropr1ate'1eve1 of water testing fees to be $55,352. ThiscaQZL:ieistgzggdtzs
the Company s'methodology for coliform testing and inorganic testing and on the
Public Staff's methodology for radiclogical testing and VOC testing In
aqd1t10n, the Comm1551pn concludes that the Public Staff's inc]usién of
miscellaneous testing is unsupported by evidence of record, and therefore
should not be included in the Company's cost of service. ’

When the water testing fees found to be reason

) 2 : able above are added to te
period sewer testing feeg, aqusted for Beatties Ford, the Commission derivzz
an appropriate end-of-period maintenance testing expenses of $104,577.

Capitalized Operating Time

The next point of disagreement between the Compan i
relates to the appropriate level of capitalized opfraginagndtitr:ee. Pu?rzchﬁg?gZ
Staff believes that $252,141 in operating expenses should be charged to plant
whereas the Company would charge $263,421 to plant. Both the Company and thé
Public Staff have agreed that as operating payroll costs increase the
contra-expense should increase proportionally. The Public Staff methodology to
§11ocate said expenses is more exact than that of the Company, and was approved
in the last general rate case. The Commission accepts this méthodo]ogy for use
ége:gzt; p;gﬁzﬁ?;ng. tﬁonsgstept with the Commission's decision in regards to

s, e Commission i i
s stoud b Chorced oy myane! determines that $205,804 of operating

Regulatory Commission

The differences related to regulator issi i

. . 'y commission expense arise from

g1§agreements between‘the parties that the Commission discus;Ld earlier in its

tI\:Idence and Cong]u51ons for Finding of Fact Nos. 10-46. The Commission
erefore, determines that the proper level of regulatory expense is $83,680:

Pension and Employee Benefits

The differences related to the appropriate level of pension and e

. h ; mploye

g:;ig{%s Zr1se from disagreements between the parties Eegarding opergt?zni

el :n Beattwgs ford. Because the Coqmission has accepted the position of

positios nz ;egarpxng the level of operations payroll, and the Public Staff's

P aolon on Beatties Ford, the Commission determines that the appropriate level
pension and employee benefits expense is $285,014.

Other Operating Expense

The parties differ i
ubli on the proper level of other operating expense. The
ic Sti;f contends that $10,352 should be removed from tgzs expense
ereas the Company advocates the removal of only $2,561 from this

cate :
90ry.  The $7,791 difference between the parties relates to the Public

419
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Staff's proposed disallowance of $1,675 for flowers, $3,718 for coffee and
grocery items, $1,214 for a Company picnic and $1,184 in bank deficiency

charges.

public Staff witness Haywood testified that the expenses for flowers,
grocery items and the Company picnic should be disallowed because they are not
necessary for the provision of water and sewer service and provide no benefit
to the rate payers. Witness Haywood argued that shareholders should bear the

cost of these items.

Witness Haywood testified that she had also made an adjustment to decrease
bank service charges by 50%. According to witness Haywood, one-half of the
bank expense apparently resulted from deficiency charges. Witness Haywood
argued that the deficiency charges resulted from management's inability to
maintain sufficient funding and should be disallowed.

In rebuttal testimony, Company witness Wenz stiressed that the charges for
flowers, grocery items and an office picnic were minimal. According to witness
Wenz, the manner in which a utility treats its employees has a direct bearing
on how the employees treat the customers. Witness Wenz testified that as a
result of the Company's fair treatment of its employees the Company's customers
receive extraordinary service from the Company's employees.

Regarding the deficiency charges, witness Wenz argued that the deficiency
charges were not a result of management's inadequacy but rather were a result
of management's expertise. Witness Wenz testified that in order to avoid a
deficiency charge under the Company’'s loan agreement with the bank, the Company
must maintain & minimum cash balance of $150,000,

The Commission has carefully reviewed the adjustments proposed by the
public Staff to other operating expenses. The Commission concludes that the
costs related to coffee and groceries are proper utility business expenditures
to be included in the Company's cost of service in this proceeding. In
contrast, the Commission concludes that the costs related to the picnic and
flowers should not be included in the Company's cost of service and, therefore,
should not be supported by the Company's customers. Likewise, the Commission
concludes that deficiency charges should not be included in the Company's cost
of service. The Commission notes that the allowance for working capital
provides the Company adequate recognition of the cost of any compensating bank
balances. Based on the foregoing, the Commission concludes that the proper

level of other operating expenses is ($6,634).

Depreciation Expense

The Public Staff and the Company disagree about the appropriate level of
depreciation expense. The Public Staff has calculated the expense to be
$304,151 and the Company has calculated the expense to be $449,151. The Public
Staff has accepted the Company's methodology in determining the appropriate
test year depreciation. Similarly, for the purposes of this case, the Company
agreed to use the Public Staff's composite depreciation rates for wate

sewer plant, respectively.

One of the differences between the Public Staff and the Company in

calculating depreciation expense relates to the method used to calculate

420

r and :

offsets to plant depreciation The Publi
0 S - . ¢ Staff uses a composi
;:c?‘?;ngt;::o%:zyes and ti?mputer's, to calculate these offsets. pTor?;tgomg;;’
N » uses the utility plant only composite rat T !
difference, besides Beatties Ford, between th s the | he Zener
: . § rd, e Company and the Publ
regardmg calcu]at]on pf depreciation expense results fyrom difference;%eﬁgff
the parties regarding items in rate base. "

The Commission has thoroughly examined the calculatic i
mseir‘(_fqg?ezgrgg?:i?ted in supportsthereof and has dnﬂ.ter'n?isneodf E:aetpigzlgioggg
e . on expense is $434,514. The Commissi i
since the items that offset plant depreciation relate soh;]‘;/n t:)S tﬁiriﬁ?ﬁgii?ﬁﬁ
of utility 'p'fant, these offsets should be calculated using the utility plant
only composite rate, as proposed by the Company. In addition, the depreciation
expense approved here)n is based on the plant found to be’ reasonable under
gwdenge and Conclusion for Findings of Fact Nos. 10 - 46, and al
inclusion of Beatties Ford. . and also the

Taxes Other Than Income

The next item of disagreement between the Com i
I pany and the Public Staf
relates to taxes other than income. The differenceys between the part?ez
related to this expense item result from their differences regarding payroll
igga:ggeggesthand Be:{.hes tgrdb Consistent with the Commission's decision in
ese matters, e Commission fi
e than income 15 5405 690 inds that the proper level of taxes

State and Federal Income Taxes

The last two differences between the Company and t i
the proper levels of state and federal 1‘ncomep tgxes. ‘P:e::b;jigf:x:cfzegogﬁzz
from the parties' disagreement over revenues and expenses. The Commission has
not accepted_the position of the Company or the Public Staff on the levels of
gﬂst of service that dictate the level of income tax expense. The Commission
taigcsefo;'e,bdetermmgs that the appropriate levels of state and federal income
herss 86':’5) iesl;)sei:(i:i\jgl th1bs pgoceedmg under pre'sent rates are ($22,551) and
Tovel of tevepective gf)zpenas:& on the Commission's decision on the appropriate

The Commission determines that the i i
revenue deductions is $4,741,687. appropriste leve] of total oparating

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NOS. 56 - 59

T . i - <
. e e.U ide ce Y el ed up0Il tO SUppoy t F'Ind'ngs of , act Nos. 56 59 .S
contaij ned i n the test i f i Y i Y i ]'

5 ; S '”{l?ny o Company wi tnesses 0'8 ien and E leSOn and Fubl ic

In his initial testimony, witness 0'Bri i i

capi /s rien determined a weighted cost of

Whgé:a:ﬁ::orl'l'io percent. Witness 0'Brien relied upon the Mont?:lair method,

Commission f1ca ly has been used to determine the cost of capital before this

capita) struog water and sewer companies. Witness O'Brien used a hypothetical

Was assumed f u;*e of 50 percent debt and 50 percent equity. The cost of debt

the parent o be 10.25 percent, which is the cost of debt for Utilities, Inc.
company of the Applicant. The overal) return under the Montclair

421
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_number is too low, then the Pub
Commission concerning any additional
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set.

Based on the foregoing, the Commissi
should be reduced for the one year period after the date of t
This amount is the Company's current estimate of the TRA-86 tax

The Company and Public Staff should work
Should the Public Staff conclude that this
1ic Staff should file recommendations with the

$331,686.
savings and related interest.

together to verify this number.

TRA-86 tax savings and interest.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 61

The evidence for this finding o

witness O'Brien,
Atlantic Beach/Brandywine Bay wi

Several customers expressed concern that the existing uniform rate
m to subsidize service costs in other areas. Public

structure requires the

Staff witness Lee indicated that it is

docket that the Commission should reeva
le for customers of less costly systems to subsidize

Witness Lee further indicated that reevaluation would
to provide new and additional information before the
desirability of separate rates. On
witness Lee indicated that although he was not necessarily
he wanted specific data that would allow a

reasonable and equitab
higher cost systems.
require the Company
Commission could determine the
cross-examination,
opposed to wuniform rates,

determination of whether the subsidies are reasonable.
witness Haywood testified that the Company could isolate the systems for
accounting purposes and thereby supply the appropriate data.

testified that there may be some subsidization
but that it is allocated in a manner that is
that customers statewide are paying appropriate prices
hat it is entirely likely that nonuniform rates could
stomer rates in selected subdivisions over time

Company witness O'Brien
among CWS's various systems,
entirely reasonable and
for service. He noted t
lead to dramatic swings in cu

and this would not be in line with sound regulatory pract
emphasized that uniform rates have been in effect for CWS for many year
cited the Commission's conclusions
No. W-354, Sub 39, which partly rel

Lee that individual systems could
packed by the unified entity.
Commission again approved a uni

Company witness 0'Brien next testified

readily discounted the cost of providing system-separate
He testified that the Company does not keep

changing accounting systems.

separate ledgers for rate purposes presently
information would cost at least $100,000. Th
work done to set out the rate base in Beatties Ford

Company's ability to break out costs.
is whether the costs lead to a benefit worthy o

the gquestion

The Company is then placed in the same position as if the 34% federal
income tax rate had been applied in the test year.

f fact is found in the testimony of Company

Public Staff witnesses Lee and Haywood, Pine Knoll Shores/
tness Perkerson and the public witnesses.

ied on statements from Public Staff witness
be supported faster and more reliably when
Witness O'Brien also testified that the
form rate structure for CWS in the Company's

Jast general rate case, Docket No. w-354, Sub 69.

ATTACHMENT%-PARTZ
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on concludes that the Company's rates
his Order by

rate reduction or refunds related to

Commission reasoned that

time.

the Public Staff's position in this
Juate the question of whether it is

Similarly, Public Staff

In Yight of the continued ijntere

jce. Witness 0'Brien .
various customers and the Public Staff

s. He
in a previous (WS rate case, Docket

The Commission cannot adequately

that the Public Staff had too
information OT .

.lse in future CWS general rate cases.

and that to create this sort ot
e Public Staff indicated that the
is evidence of U

The Company agreed it can do this, b
f the costs
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Company witness 0'Brien testified that th i

] e Company's existing accounti
w;g, hbarft-zd on a desire to accommodate the previous Ordersgof the &ggmgsgem
which have app.row_ed the uniform rate structure. s
position that‘1t_ 15 unnecessary to require it to
before determining whether to maintain the existing uni

In sum, it is the Company's
eparate system costs
form rate structure.

The Commission has considered all th
] : . e statements made by cus
gzgggﬁe;/;g:gcet::d cc:;t'.;;r;‘u;lnses rtt;at it ;s appropriate at this iyime tf)oné%r:tissg
b11s ates under i
Comm‘sswn‘last examined this issue in its e T e ot ucture.
and it rejected suggestions that the unifo

Order in Docket No. W-354, Sub 69,
rm rate structure be changed.

No party has presented the Commission wi ici j i
| . with sufficient justificati
gg:v'iaclseglr;g ?nt\aiypc;hcy thag; has been established for Cgroh'na fl;}cgg
ears. ven if the Commission were di
adopt a new rate structure for the Com i oes 1o
0 pany, there is no evid i
this record that would warrant an alternate rate structure :Qcihg

The Commission is of the same opinion in this proceeding.

Although the present record does not i i i
0ug i CO| Justify any change in past i
]ERE gzrg?}zsxs%r;f}shg: Eggugggnlﬁq tl‘.lat the matter deser‘vesgmore ?nvesggggt}gﬁ’
f : 1s issue up in the last two rate c f '
and customers in Pine Knoll Shores and other i e Toony,
cust A areas have raised the same i
CWS indicated that keeping system-se Cive  ane
: € . parate data would be very ex i
time consuming. Witness 0'Brien stated in his di imory that breaking
. Brien t testimony that breaki
out the Beatties Ford Subdivision had taken roxi Y e
tely one man-month
would appear, however, that CWS has in fact arated out .
ar, ) ted out the expenses f t
only Beatties Ford, but also all the subdivi Sone 1 ed ¢ fer'1
s t has applied to transfer i
Docket No. W-354, Subs 86, 87, and 88 mely, Robin Lo e, South
) , s , hamely, Robin Lakes, Foxfi
:§\]/$n, Ro11ingwood, Lakewood, Southern Plaza, Rita Pines Raint?eere’HigEg:h
s;pa:éte%ﬂ']w;md,t?nd Riverbend Plantation Subdivisions. 7 H
information for Mt. Carme] Subdivision since t} i
that CWS had negotiated for the sale of this system. ¢ there was some evidence

CWS may have also

stu:'n é:ros.s subsidization presented by
; ] , the Commission is of the opinion t
the issue of system-separate information should be more fully insestggatgg.t
hob i : . reasonableness
_?ﬁzs'(l:t;:‘ﬁz'oqn resulting from uniform rates without system-separate information
which Wi”s1gn, thelz'efoweZ institutes Docket No. W-354, Sub 89, the purpose o'f
keeping s te to investigate the reasonableness of requiring CWS to begin
‘Commissicnys e_n;—separate information for CWS's various utility systems.
formation w1]_f1 set a hegmng and filing dates by further order.
eping um"for ordered, wﬂ‘] enable the Commission to decide the issue of
c m rates or going to system-separate rates, should that issue
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ATTACHMENT 1 - PART 2

TO PROPOSED ALTERNATIVE FINDING OF FACT

WATER AND SEWER - RATES

Shores, and Raleigh at which a number of customers appeared and offered
testimony. The Commission Order found that the service provided by Carolina
Water Service to its customers is adequate; however, the Order noted that
problems exist in several of the Company's systems. The Commission has ordered
the Company to take appropriate steps to correct these problems.

These problem systems include Mt. Carmel/Lee's Ridge subdivisions. The
Commission ordered that the Company's existing water rates shall remain in
effect in these subdivisions until the improvements ordered by the Commission

have been made.

ISSUED BY ORDER OF THE COMMISSION.

This the 15th day of June 1990.
NORTH CAROLINA UTILITIES COMMISSION

(SEAL) Sandra J. Webster, Chief Clerk

CERTIFICATE OF SERVICE

1 , mailed with sufficient postage

or han& delivered to all affected customers the attached Notices to the Public
jssued by Order of the North Carolina Utilities Commission in Docket No. W-354,
Sub 81, and said Notices to the Public were mailed or hand delivered by the

date specified in the Order.
This the day of 1990.
By:

Signature

Name of Utility Company

The above named Applicant, , personally
appeared before me this day and, being first duly sworn, says that the required
public notices were mailed or hand delivered to all affected customers, as

required by the Commission Order dated in Docket No. W-354,
Sub 81.

Witness my hand and notarial seal, this the day of

1990.

Notary Public

Address
(SEAL) My Commission Expires
Date

NCUC A-41 SUB 22

© MWatgr Utility Service in Raintree, Hickory Hills,

WATER AND SEWER - SALES AND TRANSFERS

DOCKET NO. W-354, SUB 82
DOCKET NO. W-354, SUB 85
DOCKET NO. W-354, SUB 87
DOCKET NO. W-354, suUB 88

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

) _ In the Matter of
Application by Carolina Water Service, Inc.
of North Carolina, 2335 Sanders Road,’
Northbrook, I1linois 60062, for Authority to
Transfer the Water and Sewer Utility Franchise
Serving Beatties Ford Park and Hyde Park East
Subdivisions in Mecklenburg County to the
Charlotte Mecklenburg Utility District (Owner
Exempt From Regulation)

Application by Carolina Water Service, Inc.

of North Carolina, 2335 Sanders Road,
Northbrook, I11inois 60062, for Authority to
Transfer the Water Utility Franchise to Provide
Water Utility Service in Robin Lakes, Foxfire
South Haven, Rollingwood, Lakewood, Southern ’
Plaza, and Rita Pines Subdivisions in Wayne
County, North Carolina, to the Southeastern
wayne Sanitary District (Owner Exempt From
Regulation)

ORDER
DETERMINING
REGULATORY
TREATMENT OF
GAIN ON SALE
OF FACILITIES

Application by Carolina Water Service, Inc.

of North Carolina, 2335 Sanders Road,
Northbrook, I11inois 60062, for Authority to
Transfer the Water Utility Franchise to Provide

and Beliwood Subdivisions in Wayne County, North
Carolina, to the Eastern Wayne Sanitary g%strict
{Owner Exempt From Regulation)

Application by Carolina Water Service, Inc.

of North Carolina, 2335 Sanders Road,

#orthbrook, Illinois 60062, for Authority to

hransfer the Water and Sewer Utility Franchise

szb2yoy1qe Water Utility Service in Riverbend

Py t1v1530n, in Craven County, North Carolina,
: the City of New Bern (Owner Exempt From
ulation)

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

RD IN: Commission Hearin i
3 A g Room 2115, Dobbs Building, 430 North Sali
Street, Raleigh, North Carolina, on July 18-19? 1990 satisbury

Commissioner Ruth E. Cook, presidi Chari illd

1557 . . , Chariman William W. Redma

Commissioners Sarah Lindsa Ste. Robe i ¢
y Tate, Robert 0. Wells, Jul . i

Charles H. Hughes, and Laurence A. Cobb 1us A wright,

OFFICIAL COPY




