MEMO TO: Mrs, Katherine M. Peele

Chief Clerk

?RECEIVED?

i APR 13 1977
| /

! CHIEF CLERK i
[R. <. UTILITIES COMMISSION

April 13, 1977

o)

FROM: Donald R. Hoover, Coordinator
Electric Section, Accounting Division

SUBJECT: Carolina Power and Light Company, Docket No., E-2, Sub 297
Testimony and Exhibit of Donald R. Hoover

Attached to this memorandum are revised Pages 5, 11, 12, 13, 14, 15,
16, and 17; revised Schedules 1, 1-2, 2, 2-4, 2-4b, 3; 3-5, and 3-5e; and
Schedule 3-5f which reflect' changes that should be made to my testimony
and exhibit as filed March 23, 1977.

This revision is required to eliminate average Federal income tax
accruals from the Staff's calculation of the Company's allowance for
working capital, tor adjust the Company's North Carolina retail allocation
of the income tax effect of the Company's adjustment to annualize and
normalize depreciation expense to a basis comsistent with the allocation
of the related depreciation expense, and to correct an oversight in the
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taxes and investment tax credit arising from pro forma adjust-
ments to reflect the related effect oﬁ additions to utility
plant in- service. The embedded cost of debt and the preferred
dividend‘requiéement are based on the Company's annualized cost
at December 31, 1976. The returns after Staff accounting and
pro forma adjustments and after the Company proposed increase
in rates may be summarized as follows:

After' Accounting
And Pro Forma Adjustments

Present  Proposed
Ttem Rates Rates
(@), ® (c)
Return on original cost
net investment ’ 7.69% 10.12%
Return on common equity 8.63% 15.37%

Mr. Hoov;f, in your calculation of return on common equity, have
you inciuaed cost-free capital arising from the Job Development
Investﬁent Tax Credit implemented by the Revenue Act of 19717
Yes, the ?namortized balance of the Job Development Investment
Tax Céedit (JDC) was included as common equity,-tgus, allowing
the coppény to earn the full equity return on the unamortized
balance of this cost-free capital (JDC). This treatment is con-
sistent.with the Commission's findings in its Order Setting Rates
in the most recent Carolina Power & Light Company, General Rate

Case, Docket No. E-2, Sub 264, Order issued February 20, 1976.

Will you pleasé describe and explain the noninvestor supplied

cost-free capital included in Schedule 1 of Hoover Exhibit 1°?
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Schedule 3-4a reflects a $1,000,000 increase in taxes - other than income

and is required to include in the test-year level of expense gross
i
receipts tax (net) applicable to the previously mentioned adjustments

to operating revenues’

Schedule 3-4b reflects a $123,000 increase in taxes - other than
income and is required to include in the test-year level of expense
payroll taxes applicable to the previously mentioned adjustment to

wages én&"fringe benefits expense.

Schedulg 3~4¢c reflects a $1,735,000 decrease in taxes - other than
income;and“is required to include in the test-year, level of expense
property tax on additions to plant in service (other than Brunswick
Unit No. 1) for the beriod July 1, 1976 through December 31, 1976,

and to base this adjustment on the 1976 effective tax rate.

Schedule 3-4d reflects a $155,000 increase in taxes - other than
income and Es required to include in the test-year level of expense
property taxes applicable to the actual construction cost of Brunswick

No, 1 at December 31, 1976,
Schedule 3-5 presents a summary of Staff adjustments to state and
Federal income tax expense. The calculation of each adjustment to

income tax expense is set forth in Schedules 3-5a through 3-5f,

Schedule 3-5a reflects a $1,644,000 increase in state income tax
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expense and is required to exclude from the test-year level of

expense ‘the tax effect of a prior period operating loss carry forward.

Schedule 3-5b réflects.a $1,479,000 net decrease iﬁ state and
Federal income tax expense and i3 required to give effect to the Staff's

depreciation adjustment applicable to Brunswick Unit No. 1 and to

correct an oversight in the Company's calculation ‘of deferred
income taxes arising from normalization of accelerated deprecia-

tion applicable to Brunswick Unit No. 1.

Schedule 3-5c reflects a $214,000 net increase in state and Federal
income tax' expense and is required to give effect to the Staff's
depreciacion adjustment applicable to additions t; utility plant in °
service (other than Brunswick Unit No. 1) for the period July 1,

1976 thio&gh December 31, 1976 and to provide for deferred income
taxes ariéing from normalization of accelerated depreciation appli-

cable to. these plant additions.

Schedule 3-5d reflects a $634,000 increase in income tax expense and is

required to-adjust for the income tax effect of Staff adjustments
to the test-year level of revenues, O&M expenses, and taxes - other

than income. &

Schedule 3-5e reflects a $1,313,000 increase in income tax expense
and is required to adjust for the income tax effect of the

difference between interest expense, exclusive of interest on
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"

customer deposits, used by the Company in its calculation of
end-of-period income tax expense and the end-of~-period interest
expense assigned the Company's North Carolina retail operations

in the Staff's célculationmof return on common equity.

Schedule 3-5f reflects a $523,000 net decrease in state and Federal
income tax expense and is required to adjust the North Carolina
vetail allocation of the income tax effect of the Compary's adjust-
ment to gnnqglize and normalize depreciation expe?;e to a basis

consistent with the allocation of the related depreciation expense.

Schedule 3-6 reflects a $390,000 net increase in the amortization
of investment tax credit and is required to include in the test-

year level: of expense amortization of investment tax credit arising

from pro forma adjustments to reflect the related effect of additionms

to utility plant in service. Additionally, as shown in Schedule
3-6, the pre-1971 investment tax credit which was fully amortized at

June 30, 1976 hgs been excluded from the test-year level of expense.

Schedule 3-7 reflects a $3,000 increase in interest on customer de-
¥

posits and is required to adjust this item of cost'té an end-of-

period level.

>
-

Q: Mr. Hoover, do you have any further comments concerning the test-

vear level of revenues under present rates as reflected in the

testimony and exhibits of both the Company and the Scaff?
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A: Yes. Both the Company and the Scaff have inclpded.in the test-

I

'year level of operatlons the pPro. forma effect of the addition of ..

e e, e ' EYE LT

Brunswick Unit No. 1l to utiliCy plant in service.' The Company
(Davis Exhibit No. 1, Page 20f9, Column 11) decreased North

Carolina retail revenues under present rates by $34,518,582,
ta refliact the 1eve1 of revenues which would have been realized

had this unit been in service rhroughout the test year.

Censistent wirh this revenue adjustment, the’ Company

decreased the test-year level’ of "fuel expense to.reflec:

the effett of Brunswick Unit No. 1's lower cost nuclear

generation which, would have: displaced higher cosc fossil

generation had this unit been in service throughouc the Cesc year.
The Company's ‘adjustments were based on the 1nclusion of Brunswick
Unit No. 1 -in the test year level of:qperééidcs at a 75% load factor.
The Scaff increased the Company's ad;usted level of Vorth Carolina -
‘retail revenues under present rates by $3 872, 321 to reflect the level
of revenues wh%ph would, have been realized had this unit been in
service chrceéhqut the test year. This adjustment ;b:coneistent with
the Staff adjcstment'tp inerease the Ccmpahy?s adﬁdsced level of fuel
expensge whice_resul:s-from the. inclusion of Brunswick Unit No. 1 in
the test yeer‘level of operations at a 652'ioa& factor as recommended
by Staff Witness Williams. Thus, the only difference_in the Com;enx

and Staff adjustment to revenues and the collorary adjustment to fuel

expense re reflect the pro forme inclusion of Brunswick Unit No. 1
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in the test year level of ooerations is that the -Company included

“this unit at a 75% load factor, whereas. the Staff included this unit

at a 65% load factor.

The Company'’ s base rates include fuel expense at the level of 8 5 mills
per kwh.- Therefore, $24,366,296 of the reduction in North Carolina
retail revenues as proposed by ‘the Company and $20,493,97S as proposed
by the Staff represents fuel costs included in the Conpany's base

rates in excess of the fuel expense which the Company would have in-
curred had Brunswick Unit' No. 1 been in service chroughout the

test yeagf ThiS'excess-fuel expenSe'would have been returned
co.che,Conpany's'cuscomérSJCHrough oberacionz:bf'ﬁhe'fuel:chafge

rider. .". ..

The Company proposes to increase its base rates by $69,238,676. In
deslgn;néithe proposed. rates instead. of including its pro forma level of
fuel expense-in its proposed base rates.the Company included fuel expense
at the level of 8 5 mills per -kwh, which is the same level included in its
present rates. The Company views the fuel charge rider as a part of its

rate structure and considers the fuel clause an appropriate means by which

to return to its customers the excess fuel expense of $24,366,296, which

., under the Company's proposal would be included in revenues produced by

the base iates: In subscance, the Company, is asking~che Commission
to include in its base rates excess fuel cost of approximately $24,366,296,

and to set che fuel clause base at 8.5 mills per kwh, thereby providing -

for the return of the $2&,366,296 excess cost included.in the base rates
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to its customers through a negative fuel charge. .

The fuel clause protects the Company from.sudden’ and dramatic’
increases in.the'cost of fuel over and above the level included in
its base rates. At the same time it'protectsxthe customer from
sudden and'dramatic decreases in the cost otlfuel,belon the level

io--luded in the base rates. ‘I do not believe thé fuel clause was

ever intended to protect the customer from an excessive level of

fuel cost included’ in the base vates at the time those. rates were

»

fixed. Therefore, I reconnend that the level of fuel expense

included in the base rates be equal to the pro forma test year

level of fuel expense rather than equal to a 1eve1 of fuel expense‘

in excess of the' pro forma test year level as proposed by the

Company. Thus, if the Commissxon finds the Company s pro forma
b ]

level, of fuel expense to be propeyr, this level-of“cost (expressed

in mllls»per kwh) should be included in the base rates and the

fuel clause base set to reflect this same level of ‘cost (expressed

- in mills per kwh). If the Commission finds Staff Witness Williams'

pro forma level of 6.89 mills per kwh to be proper, then this level
should be included in the base rates and the fuel clause base set

at 6.89 mills per kwh.

..
13
.

: Do you habe any additional comment concerning Hoover Exhibit 17 .

Yes. The Commisszon presently has before it for consideration‘an

amendment to the Federal Power Commission's "Uniform System of

LR LI
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Accounts for Licensees and fot Natural Gas Companies'. This amend-
_ment establishes a procedure to be followed in the determination of
the rate té be used in computing the Allowance for Funds Used During
Construction (AFUDC). The FPC's .stated objective in its proposed
rule was "to establish a method which would give'fécsgnition to the
incerrelﬁtionship between capital utilized for rate case purposes

and the gapital components of AFUDC in a manner that would permit

a ;ci]i;v to achieve a rate of return on 1ts rotal utility operations,

including its construction program, at aéproximaﬁély_the rate which
would be ailowed in a rate case". .

M)

-

-

The Commission Accoudting Staff is in complete accord with this

ubjeccive:as stated by the FPC. However, for r;ce;éaking purposes
certain ;tems of cost and capital are treated diéfgfently by the

FPC as coméared to the North Carolina Utilities Commission (NCUC) .
Thérefore; if the calculation of AFUDC is to inte;face with rate-
making in'yorth Carolina, it will be necessary for%the NCUC to

wnod Lfy eithe} the FPC AFUDC formula or its own rate-making practices
and proced;res. Shoui& the Commission adopt the FPC's AFUDC formula

without mpdification, it will become necessary fof'me to revise my

testimony ‘and exhibits to reflect the related effect of the Commission's

decision in this regard.

»

Q: Dners chis'codple:e vour direct testimony?

A: Yes, it does.
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~, w o~ Docket No. E-2 ..Sub 297

CAROLINA POWER o LIGHT COMPANY Hoover Exhibi
Schedule 1 "

Norch Carolina Retail Operations (Revised)
RETURN ON COMMON EQUITY AND ORIGINAL COST NET INVESTMENT
Twelve Months Ended June 30, 1975
(Adjusted for Known Changes Through December 31, 1976) .
(000's Omitted)
. : . Ad1ustéd Before Proposed Increase - ‘Adjusted After Prbposed"Incfease
Total © .- . N:C.Retail - Overall, - . -N.C.Retail Overall .
Company Original Embedded Cost Net Original - Embedded Cost Net -
Capital- Ratio Cost Net Costsl Ratg/ Operating Cost Net Cost Rate Operating
Item ization Z _ Investment % A Income _ Investment "% 3/ % 8/ Income
(a) (b) (c) (d) (e (t) (8) (h) (1) (i) (k)
Long~term debt $l,103,463l/45.29 $ 595,031 7.71 3.49 $ 45,877 § 595,031  7.71 3.49 § 45,877
Preferred stock 336,018l/13.79 181,176 8.01 1.10 - 14,512 181,176 8.01 1.}0 14,512
Common equity - 875,9672/35.95 472,319 8.63 3.10 40,775 472,319 15.37 5.53 72,588
Cost-free capital 121,0632/ 4,97 65,297 - - - 65,297 -
Total | $2,436,511 100.00 $l,313,823ﬁ/ - 71.69 $10L,1641/$1,313,823£/ - 10.12 $l32,9772/

Company Financial and Operating Report for the month of December, 1976 filed with the Commission.
Hoover Exhibit 1, Schedule 1-1, Line 6, Column (b). ]

Hoover Exhibit 1, Schedule'1~2, Line 4, Column (b).

Hoover Exhibit 1, Schedule 2, Liné 14, Column (S).

Debt and preferred cost rates were provided by Company. Return on common equity of 8.63% is calculated by
dividing Line 3, Column (g) by Line 3, Column (d) and 15.37% by dividing Line 3, Column (k) by Line 3, Column (h).

Column (¢) % Column (e).
Hoover Exhibit 1, Schedule 3, Line 13, Column (d).
Column (c) X Column (i).

Staff adjusted net operating income for return -~ Hoover Exhibit 1, Schedule 3, Line 13, Column (d), $101,164 plus
net operating income for return from proposed rate increase - Davis Exhibit No. 4, Page 1 of 5, Line 13,
Column (3), $31,813.
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Docket No. E-2, Sub 297
Hoover Exhibit 1

Schedule 1-2
(Revised)

- CAROLINA POWER & LIGHT COMPANY

North Carolina Retail Operations
CALCUIATION OF ACCUMULATED DEFERRED INCOME TAXES

. Twelve Months Ended June 30, 1976
(Adjusted for Known Changes Through December 31, 1976)

(000's Omitted)

) Total

Line N . Company
No. , ) Item . Amount
(a) (b)
1. Accumulated deferred income taxes - Accounts 281 and 282l/‘ $119,068
2. Add: Accumulated d%ferred income taxes applicable to
Brunswick # 12/ 9,221
3. Deduct; Accumulated deferred income taxes « Account 1903/ (7,226)
4, Total accumulated deferred income taxes $121,063

1/ Company Financial and Operating Report for the month of Decémber, 1976.

2/ Hoover Exhibit 1, Schedule 3-5b, Line 12, Column (b).
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Docket No. E-2, Sub 297
Hoover Exhibit 1
Schedule 2 ..
Page 1 of 2

CAROLINA POWER & LIGHT COMPANY (Revised)

N

North Carolina Retail Operations
ORIGINAL COST NET INVESTMENT

Twelve Months Ended June 30, 1976
* (Adjusted for Known Changes Through December 31, .1976)

(000's Omitted)

N.C.
Line . Retail
No. Item . Operations
(a) (b)
1. Electric plant in service 1/ $1,495,418
2. Decrease in Brunswick #l adjustment 2/ (14,415)
3. Decrease to reflect actual g?t additions from July 1,
1976 to December 31, 1976 = (12,703)
4, Electric plant in service - adjusted (L1 + L2 + L3). . 1,468,300
. 5. Less: Accumulated depreciation &/ . 241,939
6. . Difference in annualized depreciation expense
and actual depreciation expense for the year
ending December 31, 19763 8,715
7. Total accumulated depreciation (LS + L6) 250,654
8. Net electric plant in service (L4 - L7) 1,217,646
9, Net nuclear fueLQ/ 26,652
10, Net increase in nuclear fuel to December 31, 19761/ 1,224
11. Net nuclear fuel - adjusted (L9 + L10) ' 27,876
12, Net electric plant in service including net nuclear _-
fuel (L8 + L11), 1,245,522
13. Allowance for working capitaLQ/ 68,301

14, Total origidﬁl cost net investment (L12 + LI13) , 81,313,823



Docket No. E-2, Sub 297
. Hoover Exhibit 1
Schedule 2-4
(Revised)
CAROLINA POWER & LIGHT COMPANY

North Carolina Retail Operations
SUMMARY OF WORKING CAPITAL REQUIREMENT‘

Twelve Months Ended June 30, 1976
(Adjusted for ‘Known Changes Through December 31, 1976)

(000's" Omitted)

Line ) ' N. C. Retail
No. Item : Operations
(a) . (b)
1. Materials and supplies &/ » $49,213
2. Cash working capital 2/ 19,088

3. Total allowance for working capital (L1 + L2) $68,301

1/ Hoover Exhibit 1, Schedule 2-4a, Line 3, Column (d).

2/ Hoover Exhibit 1, Schedule 2-4b, Line 9, Column (d).
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Docket No. E-2, Sub 297
Hoover Exhibit 1
Schedule 2-4b

CAROLINA POWER & LIGHT COMPANY (Revised)

North Carolina Retail Operations
CALCULATION OF CASH WORKING CAPITAL

. Twelve Months Ended June 30, 1976
(Adjusted for Known Changes Through December 31, 1976)

(000's Omitted)

Total Allocatig? ' N. C. Retail
Item . Company Factor= Operations
(a) (b) (c) (d)
Minimum bank balances 1/ $ 9,777 67077 $ 6,558
Prepayments 2/ 2,302 (48411 1,114
45 days expenses - cash 3/ - - . 26,270
Total (Ll + L2 + L3) - - 33,942
Deductions:
Tax accruals 2/ 17,725 .67077 11,889
Customer deposits &/ 3,831 - 2,965
Total deductions
(L6 + L7) 21,556 - 14,854
Total cash working capital .
(4 - 18) - - - $19,088

Company respénse to NCUC Form E-1, Section C, Item 5-~q, Page 1 of 2.

Thirteen montﬁ éverage for the period ending December, 1976, excluding
Federal income tax accruals.

One-eighth operations and maintenance expense less purchased power.
($209,073 - ($1 084))

»”
.

Information provided by the Company .

Company jurisdigtion&l allocation study.
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Docket No. E-2, Sub 297
Hoover Exhibit 1
Schedule 3

(Revised)
CAROLINA POWER & LIGHT COMPANY

- North Carolina Retail Operations
OPERATING INCOME STATEMENT

Twelve Months Ended June 30, 1976
QAdJusted for Known Changes Through December 31, 1976)

(000's Omitted)

. N.C. Retail . N.C. Retail
Line , After Company Staff After Staff
No.- Item oo Adjustmentsi Adjustments Adjustments
@) (b) (e) (d)

1. Operating Revenues: : -

2. Net operating revenues 446,250 §l§;§§§.2/ $462,918
3. Operating Revenue Deductions:

4, Net operating and maintenance 193,337 - 15 736 3/ 209,073
5. Depreciation 51,430 1,087)%/ 50,343
6. Taxes. other than income 40,545 (457)5/ 40,088
7. Income taxes - state 2,350 1,796 6/ 4,146
8. Income taxes -~ Federal 20,289 369 7/ 20,658
9. Investment tax credit net 14,744 (390)§/ 14,354
10. Deferred income taxes 24,094 (1,151)8/ 22,943
11. Interest on customer deposits 146 —3 10/ 149
12, Total revenue deductions 346,935 14,819 _ 361,754
13. Net operating income for return $ 99,315 $ 1,849 $101,164
.1/ pDpavis Exhibit No. 1, Page 1 of 9, Column (7).

2/ Hoover Exhibit No. 1, Schedule 3-1, Line 3, Column (b).

3/ Hoover Exhibit No. 1, Schedule 3-2, Line 8, Column (b). °

4/ Hoover Exhibit No. 1, Schedule 3-3, Line 3, Column (b).

5/ Hoover Exhibit No. 1, Schedule 3-4, Line 5, Column (b).

6/ Hoover Exhibit No. 1, Schedule 3-5, Line 7, Column (b).

7/ Hoover Exhibit No.-l, Schedule 3-5, Line 7, Column (c).

8/ Hoover Exhibit No. 1, Schedule 3-6, Line 7, Column (c).

9/ Hoover Exhibit No. 1, Schedule 3-5, Line 7, Column (d).

10/ 1, Schedule 3-7, Line 7 Column (b).

Hoover Exhibit No.
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CAROLINA POWER & LIGHT COMPANY

North Carolina Retail Operatiouns

SUMMARY Of STAFF ADJUSTMENTS TO
STATE AND FEDERAL INCOME TAXES

Twelve Months Ended June 30, 1976
- (Adjusted for Known Changes Through December 31,.-1976)

(000's Omitted)

Item
(a)

Adjustment to current book accrual
of State income tax expense

Adjustment to reflect change in
income tax expense due to Brunswick
Unit No.. 1 depreciation expense
adjustments

Adjustment to reflect change in
income tax expense due to
depreciation expense adjustments
applicable “to additions to plant
in service for the period July 1,
1976 through December 31, 1976

Adjustment to reflect the income
tax effect of Staff adjustments
to revenuesy O&M expenses and
taxes - other than income.

Adjustment to reflect the tax
effect of interest expense
allocation 'adjustment

Adjustment to reflect change in
allocation factor for taxes on
year-end depreciation and
normalization

Total (L1 through L6)

Docket No. E-2, Sub 297
Hoover Exhibit 1
Schedule 3-5
Page 1 of 2
(Revised)

Deferred

@
5/

(2,141)

1,045/

(s5)X/

Amount
Increase and (Decrease)
Current
State Federal
(b) (c)
s1,666 Y. s (789) ¥
78 3/ sas &/
ond gl
72 - 56012/
154/ 1.159%%/
(57)13/ (611)14/
§1,796 369

$(1,151)
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CAROLINA POWER & LIGHT COMPANY

North Carolina Retail Operations

SUMMARY OF STAFF ADJUSTMENTS TO
STATE AND FEDERAL INCOME TAXES

Twelve Months Ended June 30, 1976
(Adjusted for Known Changes Through December 31, 1976)

Schedule

Schedule

‘Schedule

Schedule

:Schedule

Schedule

Schedule

_Schedule

“Schedule

Schedule

- Schedule

Schedule

Schedule

.Schedule

. Schedule

(000's Omitted)

Footnotes

3-5a, Line
3-5a, Line
3-Sb, Line
3-5b, Line
3-5b, Line
3=5¢, Ling
3=~5¢, Liné
3-5¢, Line
3-5d, Line
3-5d, Line
3-5e, Line
3-5e, Line
3-5£, Line
3-5£, Line

3-5f, Line

18, Column
18, Column
6a, Column
6b, Column
15, Column
5, Column
8, Column
14, Column
6, Column
7, Column
4, Column
5, Column
3, Colué;
6, Column

9, Column

Docket No., E-2, Sub 297
Hoover Exhibit 1

" Schedule 3-5

Page 2 of 2

(Revised)

(e). .
(c) x..4§.

(®) .. ’
(b)."j

().
().
(®).

(b)
(b).
(b).
().
(b).
(d).
@).
(d).



Docket No. E-2, Sub 297
Hoover Exhibit 1
Schedule 3=5e

( Revised)

CAROLINA POWER & LIGHT COMPANY

North Carolina Retail Operations

CALCULATION OF ADJUSTMENT TO REFLECT THE INCOME TAX
EFFECT OF INTEREST EXPENSE ALLOCATION ADJUSTMENT

Twelve Months Ended June 30, 1976
(Adjusted for Known Changes Through December 31, 1976) .

(000's Omitted)

Line .
No. Item Amount
(a) (b)
1. Interest expense per Companyl/ $48,446
2. Interest expense per staff2/ 45,877
3. Decrease in interest expensé (L1 - L2) . $ 2,569
4. Increase in' state income tax expense (L3 X .06) . $ 154
5. 1Increase in Federal income tax expense (L3 - L4 X .48) $ 1,159

1/ Davis Exhibit No. 4, Page 3 of 5, Line 1, Column 6.
2/ Hoover Exhibit 1, Schedule 1, Line 1, Column (g).

»
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Docket No. E-2, Sub 297
Hoover Exhibit 1
Schedule 3-5£

. CAROLINA POWER & LIGHT COMPANY

North Carolina Retail Operations

CALCULATION Of ADJUSTMENT TO ALLOCATION OF INCOME
TAX EFFECTS OF DEPRECIATION EXPENSE ADJUSTMENT

Twelve Months Ended June 30, 1976
(Adjusted for Known Changes Through December 31, 1976)

(000's Omitted)

North Carolina

Total Allocation Retail
‘Item CompanylL/ Factor Ouerationsz(
@ | ® T @ @

Company adjustment to State income tax

on year-end depreciation and normali- .

zation : $(1,015) .614982/ $  (624)
Staff adjustment to State income tax on 4/

year-end depreciation and normalization (1,015) 67113~ (681)
Decrease in State income tax liability $ (57)

Company adjustment to Federal income tax
on year-end depreciation and normali- S 5 .
zation : (7,903) 619182/ $ (4,893)
Staff adjustment’ to Federal income tax
on year-end depreciation and normaliza-

tion (7,903) .67113%/ (5,304)
Decrease in Federal income tax liability $ (411)
Company adjustment to deferred income taxes /

for income tax normalization 9,442 .67699§ 6,392
Staff adjustment to deferred income taxes

for income tax normalization 9,442 .67113i/ 6,337
Decrease in deferred income taxes $ (CE))]

Davis Exhibit No., 1, Page 6 and 7 of 9,

Based on income before State income taxes,

Column (b) X Column (c).

Factor used by Staff and Company to allocate depreciation expense. adjustment for
plant in service at June 30, 1976.

Based on income before Federal income taxes.

Based on allocation of total deferred taxes to North Carolina retail.



