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allowed the expanded intervention but set the date of filing of expert
testimony at March 5, 1990.

On March 2, 1990, the Public Staff filed the testimony and exhibit of Andy
R. Lee, Director, Water Division; Linda Petrie Haywood, Staff Accountant,
Accounting Division; Fredrick W. Hering, Staff Accountant, Accounting Division;
and Kevin W. 0'Donnell, Financial Analyst, Economic Research Division. The
Town of Pine Knoll Shores, et. al., filed the testimony and exhibits of Jocelyn

M. Perkerson, CPA, on March 5, 1990.

On March 6, 1990, (WS filed a letter from Mr. James Camaren, Vice
President, Business Development, in Docket No. W-354, Sub 74 (the application
of CWS for a Certificate of Public Convenience and Necessity to provide water
utility service in Raintree Subdivision in Wayne County). Docket No. W-354,
Sub 74, has been consolidated with Docket No. W-354, Sub 81, for hearing and
consideration. On March 8, 1990, the Public Staff filed a motion in reply to
the letter of March 6, 1990, requesting the opportunity to file rebuttal
testimony and to cross-examine Mr. Perry Owens, Chairman and Chief Executive
Officer of CWS, and Mr. Camaren, regarding the letter and related matters. On
March 15, 1990, the Commission issued an Order permitting the Public Staff to
file rebuttal testimony and requiring Mr. Owens and Mr. Camaren to appear at a
hearing on April 11, 1990, for cross examination on the matters alleged in the
March 6, 1990, motion of the Public Staff. Pursuant to the Order of March 15,
1990, the Public Staff filed the testimony of Andy Lee on April 4, 1990. At a
hearing on April 11, 1990, the Commission heard the testimony of Messrs.
Camaren, Owens, and Lee, and received into evidence the affidavit of Mr.

Tyndall Lewis.

On March 13, 1990, CWS filed a motion seeking extension of time to file
rebuttal testimony and asking that the issue of refund of deferred revenues
related to the Tax Reform Act of 1986 be severed from this proceeding. The
Public Staff and Intervenors Town of Pine Knoll Shores, et al., filed responses
to this Motion on March 14 and 16, 1990, respectively. The Commission issued
an Order on March 16, 1990, granting an extension of time to file rebuttal
testimony and denying the motion of severance of the deferred revenues issue.

On April 6, 1990, CWS filed the rebuttal testimony of Patrick J. 0'Brien,
David H. Demaree, Carl J. Wenz, Car] Daniel, Dr. Edward W. Erickson, Benjamin

A. McKnight, and Dale C. Stewart.

public hearings were held as scheduled. The following public witnesses
appeared and offered testimony and exhibits at the various hearings.

Boone Barry Noll, Bill Crawford, George Mclaney, Randy Carter, Robert

February 5 Durant, Ed Laughlin, Bob Stephenson, Fraser Manis, Marjorie
Unrath, and George Scheitlin

Asheville Steve Clark, Gene Rainey, Jesse Ledbetter, Burley Tipton, Tim
February 6 Erwin, Les Churchill, E.B. Trueblood, Grady Balentine, Jack
Babb, Rita Large, Rosa Shade, William McLoughlin, David Harwood,
David Martin, Becky Martin, Arthur McNatt, Jo Ann Goforth, James
T. Tanner, Jr., H.K. Pohiman, Iona Young, Thomas Simmons, and

Aubry Wooten

WATER AND SEWER - RATES

Asheville Marion Hawkins Don
_ = B ald Down i i i
February 7 Jerr A‘”]‘son! and Curtis So]os,onJOhﬂ Zgavec, Wilhemina Mij 1am,

Charlotte Robert L. John, Fent
. hn, on N. Gravely, Charles Jenki
February 8 ﬁ?ﬁgergwéﬁss1oEs,kpebra Forbes, Gwen Jones,‘?;tgy’MEgisgoogiaé
, ma Luckie, Nancy Lynch, Joe Marks, Debbie Coéh
gtephen Smith, Dorqthy Hyatt, Clifford Crocke} Richard Caggg’
erry Hancock, Bernice Nix, and Robert Broome ’ '

Charlotte Nancy Runniog
Februamy 9 Lernar, and J?& ;g;z; Ford, Ann Robey, Steve Caldwell, Harry

Winston-Salem Randolph Yanagawa, Donal i i
gawa, Donald Guthrie, Perry Mixter, Ch
February 13 gﬁﬂggrnes{cﬁez;hsBess, M1ke_Rowe: Daviz Wade, Rosaa£;§its Paul
Randy’Me]tonar tewart, Richard Williams, Harry Martin, and

Wilmington William D. Bail i i
Februag I A ey, R.M. Fitzpatrick, Howard Sterne, and

Carthage George Reaves, Bruce Wiesly, G i )
ebruary 19 Durwood Epps, and Bob Yagei’ eorge Simpson, Phil Jones

Goldsboro Jim Barnwell and Moses Almond, Sr.

February 20

New Bern Robert Morra and i
T and Stuart Miller

Pine Knoll Robert Grady, Ken Hanan
Barney Zmod
Shores Maxson, Charlés S. Allen, End Joh% ngzi?f Clyde Lyan, Paul 8.

February 22
5:15;929 a;??awaiizfgfé Eﬂg%Q Hagrj?, Si?tt Smith, Maggie Wellbrock
» Witliam Bailey, Crissty Martin, Terry H .
g?gxgid %?uﬂfr, a!l1 DeTamble, Jane Diedrick Miker'y Leg¥l§z’
amble, Mike Marvel, R ' is,
and Chartanble, Mike obert Thornburg, Arthur Curtis,

Raleigh 0. W. Godwin, Jr.
March 20

CWS presented the testimony and exhibi : i i i
breci ibits of: Patrick J. 0'Brien, V
f;ﬁx?:‘l; 3?in:£:2§9re;a€:icclysj a(;rldstfne regut'ga] testimony and exhibits of Zﬁz
Operatioss " oin Sec;etary ek s, Cmen, avid H. Demaree, Vice President of
0 ; ; Carl Daniel, Vice President and Region
o;riﬁégr 61? Oggrat1ons of CWS; Carl J. Wenz, Director of Regulatory Accogntiﬁg
Caro]iﬁa Sfat warq W. §r1ckson, Professor of Economics and Business at North
Businens o d? _n1vef51§y and Director of the NCSU Center for Economic and

Company. udies; Benjamin A. McKnight, partner in the firm of Arthur Andersen
y; and Dale C. Stewart, P.E. of LandDesign Engineering Services.

The Public Staff i ibi
U ; presented the testimony and exhibits
'nda Petrie Haywood, Fredrick W. Hering, and éévin W. O'Donnelgf Andy R Lee,
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The Intervenors, Town of Atlantic Beach, et al., presented the testimony
and exhibits of Jocelyn M. Perkerson.

On May 15, 1990, the parties submitted proposed orders and briefs. On
May 25, 1990, CWS filed a Reply Brief addressing the Public Staff's proposed

order.

Based on the foregoing, the verified application, the testimony and
exhibits received into evidence at the hearings, the proposed orders submitted
by the parties, and the entire record in this proceeding, the Commission makes

the following
FINDINGS OF FACT

1. CWS is a corporation duly organized under the laws of, and authorized
to do business in, the State of North Carolina. It is a franchised public
utility providing water and/or sewer service to customers in North Carolina.
(WS is properly before the Commission, pursuant to Chapter 62 of the General
Statutes of North Carolina, for a determination of the justness and
reasonableness of its proposed rates and charges.

2. Brandywine Bay Utility Company, Belvedere Utility Company, C.W.S.
Systems, Inc., Queens Harbor Utility, Watauga Vista Water Corporation and
Riverpointe Utilities, Inc., are also wholly owned subsidiaries of Utilities,
Inc., and are duly franchised by this Commission to operate as public utilities
providing water and/or sewer service to customers residing in their various
North Carolina service areas.

3. Carolina Water Service, Inc., Brandywine Bay Utility Company,
Belvedere Utility Company, C.W.S. Systems, Inc., Queens Harbor Utility, Watauga
Vista Water Corporation, and Riverpointe Utilities, Inc., are all operated
under Carolina Water Service, Inc., of North Carolina. In 1989, Brandywine Bay
Utilities Company, Belvedere Utility Company, and Queens Harbor Utility merged
their accounting books and records into CWS. Only CWS Systems, Inc.,
Riverpointe Utilities, Inc., and Watauga Vista Water Corporation keep separate
accounting records. However, all share operating personnel and common plant,
including transportation and office equipment. Reference to Carolina Water
Service, CWS, Company, or Applicant in this Order is to the joint operation of
these seven affiliated companies.

4. The test period appropriate for use in this proceeding is the 12
months ended June 30, 1989.

5. The Applicant provides water and/or sewer utility service to
approximately 23,000 customers in more than 80 service areas located within the

State of North Carolina.

WATER AND SEWER - RATES

6. The Applicant’s present rates are as follows:
WATER RATES

RESIDENTIAL (Monthly charges):

(A) Base facility charge:
ge: $8.00 per dwelling unit. This $8 i1i
charge shall also apply where the service is provigeéoglgiiéﬁstz

master meter and e indivi i it i i
Tndividun e, ach individual dwelling unit is being billed

(B) Base facility charge:
. ge:  $7.30 per dwelling unit whe i i
n
EQOZ]dEd through a master meter and a single bill is rende:;;Y%§e t;s
ster meter, as in condominium complexes. roe

(C) Commodity charge: $2.30/
Commodit : .30/1,0
irrigation water in Brandywine ézi).ga]]ons ($1.25 for untreated

(D) I iat‘ ate b U”ﬂeteled S.“ gle 'a”“] res ‘lde“ces. $15-50-
y
f at r ate or unme tEY‘ed commerc !al cus tOmeY‘S: $15- 50/5 lngle 1am ¥ ]y

COMMERCIAL AND OTHER (Monthly charges):

(A) Base facility charge:
5/8" x 3/4" meter $ 8.00
1" meter 20.00
15" meter 40.00
2% meter 64.00
3" meter 120.00
4" meter 200‘00
6" meter 400‘00

(B) Commodity charge: $2.30/1,000 gallons.
AVAILABILITY RATES: Monthly charge/customer: $2.00

Applicable only to i i
ot LI y property owners in Carolina Fforest and Woodrun

¥ .
ONNECTION CHARGE: $100.00 for 5/8" meter ($300 in Hound Ears Subdivision).

Meters larger than 5/8" - act
installation. ctual cost of meter and

PLANT IMPACT: $400 for 5/8" meter

Multifamily or commercial customers - to be negotiated on basis of

equivalence to a number of single- i
Payable by deve opamer bui]deg.e family customers, but not less than $400

NEW WATER CUSTOMER CHARGE: $22.00
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12. The net investment of the Company in the Cabarrus Woods elevated
storage tank is $164,780. The appropriate reduction in rate base for this
facility, based on the Commission's percentage utilization method, would be
$72,767. However, this reduction should be offset for a reasonable capacity
allowance of 35 percent, as set forth in Finding of Fact No. 10, which results
in a total reduction in the amount to be included in rate base of $47,299. The
net investment to include in rate base is $117,481.

13. The net investment of the Company in the Cabarrus Woods sewage
treatment plant is $228,203. The appropriate reduction in rate base for this
facility, based upon the Commission's percentage utilization method, would be
$129,003. However, this reduction should be offset for a reasonable capacity
allowance of 35 percent, as set forth in Finding of Fact No. 10, which results
in a total reduction in the amount to be included in rate base of $83,852. The
net investment to include in rate base is $144,351. The Company's net
investment in the Cabarrus Woods sewer 1ift station is $138,000. This entire
investment should be jncluded in rate base.

14. The investment of the Company in four wells drilled in or near
Cabarrus Woods is $174,428. This entire investment should be inciuded in rate

base.

15. The investment of the Company in water softeners for the Cabarrus
Woods Subdivision is $22,000. This entire investment should be included in

rate base.

16. The net investment of the Company in water softening equipment for
the Emerald Point Subdivision is $31,190. This entire investment should be

included in rate base.

17. The Company has proposed to include in rate base $72,365 for the cost
of installing meters in the Hound Ears Subdivision. This entire cost should be
excluded from rate base because these meters were not used and useful by the
close of the hearings in this proceeding.

18. The Company has proposed to include in rate base an investment of
$100,000 in a well and tanks installed in the Wolf Laurel Subdivision. This
entire investment should be allowed in rate base.

19. The net investment of the Company in the Brandywine Bay elevated
storage tank is $250,000. The appropriate reduction in rate base for this
facility, based upon the Commission's percentage utilization method, would be
$160,000. However, this reduction should be offset for a reasonable capacity
allowance of 35 percent, as set forth in Finding of Fact No. 10, which results
in a total reduction in the amount to be included in rate base of $104,000.
The net investment to include in rate base is $146,000.

20. The net investment of the Company in the Brandywine Bay sewage
treatment plant is $408,738. The appropriate reduction in rate base for this
facility, based upon the Commission's percentage utilization method, would be
$260,489. However, this reduction should be offset for a reasonable capacity
allowance of 35 percent, as set forth in Finding of Fact No. 10, which results
in a tota) reduction in the amount to be included in rate base of $169,318.
The net investment to include in rate base is $239,420.

354

WATER AND SEWER - RATES

21. The net investment of the Company in the Danby wastew
plant is $209,000. 'Thg appropriate reduction in rate bzse for iﬁ?g ;£§?$T§nt
based upon the Commission's percentage utilization method, would be $123 72%,
However, this reduction should be offset for a reasonable capacity allowanée of
35 percent, as set forth in Finding of Fact No. 10, which results in a total
feductIOn in the amount to be included in rate base of $80,423. Th t
investment to include in rate base is $128,577. T e

22. The net investment of the Company in the Queens Harbor
sewage system is $70,000. Tpe appropriate reductionqin rate ggsew$§$rtﬁ?g
facility, based upon the Commission‘s percentage utilization method, would be
$66,605. However, this reduction should be offset for a reasonab]é capacit
§1lowance of 35 percent, as set forth in Finding of Fact No. 10, which resu]tg
in a'tota1 reduction in the amount to be inciuded in rate base o% $43,294. Th
net investment to inciude in rate base is $26,706. ' ‘ )

23. The net investment of the Company in the Riverpointe wat

. : er
system is $35,000. _The appropriate reduction in rate %ase for thi:ngaz?v?g;
based upon the Comm]ss1on's percentage utilization method, would be $32,375
However, this reduction should be offset for a reasonable capacity a]]owanée o%
35 percent, as set forth in Finding of Fact No. 10, which results in a total
yeduct1on in the amount to be included in rate base of $21,044. The net
investment to include in rate base is $13,956. T

24.  The net investment of the Company in the Sherwood Fo
is $26,500. _The appropriate reduction in rate base for r:;: :gﬁi;sﬁigﬁg
associated with this facility, based upon the Commission's percentage
utilization method, wou}d be $22,421. However, this reduction should be offset
for a reasonablg capacity allowance of 35 percent, as set forth in finding of
Fact No. 10, which results in a total reduction in the amount to be included in
rate base of $14,574. The net investment to include in rate base is $11,926.

25. The net investment of the Company in the TET s i

€ ! X ewage system is $9,327.
The .apgroerwate reduction _in rate base for this facili%y, ybased upon the
Commission's percentage utilization method, would be $7,661. However, this
reduction should be offset for a reasonable capacity allowance of 35 percent
:ﬁesz;oZiitht;an1np1n?(fz Fgct No. 10, which results in a total reduction 15
t ] e included in rate base of $4,980. i
include in rate base is $4,347. 84,980, The net investnent to

$40’1§g;21gﬁe Applicant's total original cost of its plant in service is

The appropriate amount for the debit balance in deferred taxes is

27.
$406,919,

28. The appropriate level of accumulated depreciation is $3,007,709.

$2,50§?b30The appropriate level of the plant acquisition adjustment account is

30. The appropriate level of customer deposits is $100,861.
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60. In order to refund to customers the currently estimated tax savings
plus interest related to the Tax Reform Act of 1986 (TRA-86), the Applicant
should reduce the rates approved herein by $331,686 for a period of one year.

61. The Company's rates should be established under a uniform, statewide
rate structure in this case. However, a separate investigation should be
initiated to consider the reasonableness of ordering system-separate accounting
for purposes of future rate cases.

62. The Company's rates approved herein shall apply to the Powder Horn
Mountain Subdivision.

63. There s no need to further address the issues rajsed in Docket
No. W-354, Sub 74, regarding the provision of water service to the Raintree

Subdivision.

64. It is appropriate to include language in the rate schedules allowing
different water tap fees for the Hound Ears, Sherwood Forest, and Wolf Laurel

Subdivisions.

65. It is appropriate to include language in the rate schedules allowing
different sewer tap-on fees for the Hound Ears and Corolla Light Subdivisions.

66. The Applicant should be allowed to increase its annual gross service
revenues for water by $975,937 and to sewer by $521,530. The rates contained
in Appendix A will allow this increase, should enable the Applicant the
opportunity to earn an 11.54% return on rate base, and is fair to the Applicant
and its customers. These rates also reflect the one year flow through to
customers of tax savings and interest related to TRA-86. Accordingly, the
rates set forth in Appendix A are approved as the proper rates in this

proceeding.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NOS. 1 -7

The evidence supporting these Findings of Fact is contained in the
verified application; the Commission files and records regarding this
proceeding; the Commission Orders scheduling hearings; the Company's last
general rate case, Docket No. W-354, Sub 69; and the testimony and exhibits of
the witnesses. These findings are essentially informational, procedural, and
jurisdictional in nature, and the matters which they involve are essentially

uncontroverted.
EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 8

The evidence for this finding of fact is contained in the testimony and
exhibits of Company witnesses 0'Brien and Owens and the supplemental testimony
and revised exhibit of Public Staff witness Haywood. Additional support 1S
found in the February 1, 1990, oral argument in this docket and in Docket

No. W-354, Sub 82,

Many of the differences between the Public Staff and the Company,
regarding the correct level of expenses, revenues, and rate base, result from 2
disagreement between the parties over the inclusion of the Beatties Ford
systems in this case. The Company recommends that the systems be excluded

358
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Although the Public Staff initially accepted the exclusion of the systems
. . . ? th
Public Staff now urges the Commission to include the systems. Y )

Counsel for CWS stated in oral argument on February 1 that "What
told is that the Company feels about 90 percent sure tha{ soon, and certii:?i
by the §1me‘the hearxng is closed, they will have a deal with CMUD under which
the facilities serving Beatties Ford/Hyde Park East area will be transferred to
CMUD, ang CMUD will then take over to provide service under the rates that CMUD
charges. . Company President, Perry Owens, testified at the April 11, 1990
hearing, I§ has already, the area, been annexed by CMUD and their policy i;
%pit $€egrw11glfondemn the property. We have no choice. We're out whether we
ike not.

CWS filed an application to relinquish its franchise to serve the Beatties
Ford Subdlv131qn in Docket No. W-354, Sub 82, on April 10, 1990. CWS alleged
that the Beatties Ford area had been annexed into the City of Charlotte, which
was committed to provide municipal services to the residents, and that the CMUD
and CWS have been negotiating a contract under which CMUD would acquire the
water and sewer facilities that CWS owns in the area. In its application, the
Company states "CWS deems it imperative that it learn from the Commission what
regulatory treatment the Commission will order and whether it will permit CWS
to retain the gain on sale for the benefit of its stockholders. If the
Commission declines to permit CWS to retain the gain on sale, CWS may decline
to eyecpte phe contract and will retain the facilities.” On May 3, 1990, the
Commission issued an Order authorizing CWS to transfer its water and sewer
facilities to CMUD and providing that CWS's franchise in the area would be
deemed cancelled upon receipt of notice that such a sale and transfer has been
completed. However, the Commission deferred ruling on the issue of who shall
retain the gain on such a sale. By Order of May 23, 1990, the Commission
scheduled a hearing on this issue for July 18, 1990.

The Public Staff proposed that the revenues, expenses, and rate base for
the Beatties Ford systems be included in determining the appropriate rates in
this rate proceeding. The Public Staff based this request on the uncertainty
surrgupd1ng the proposed sale of Beatties Ford. Public Staff witness Haywood
:estlf;ed at the hearing that she received the following response to a data

equest:

CWS and the Charlotte Mecklenburg Utility District (CMUD) have had
several discussions concerning the sale of the Beatties Ford water
and sewer system at prices ranging from $350,000 to $850,000. No
agreement has been prepared or signed by either party. We are
currently exploring the cost of removal of the existing sewage
treatment plant and elevated water tank. We would expect a written
offer from the District within the next 30 to 60 days, but cannot be
assured that the terms and conditions will be acceptable.

W1tnes§ Haywood also testified that (WS continues to incur the cost of
gperat1ng these systems, and it continues to receive revenues from customers on

hese systems. She also testified that no time frame has been established as
to when this will cease.

oyst As of the issuance of this Order, no signed contract for the sale of these
ystems has been filed with the Commission. CWS continues to own the water and

359
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