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V I R G I N I A:
BEFORE THE STATE CORPORATION COMMISSION

OF

)
)
)

VIRGINIA ELECTRIC AND POWER COMPANY

~

APPLICATION

CASE NO.

APPLICATION FOR TEMPORARY EMERGENCY RATE INCREASE
Virginia Electric and Power Company respectfully
applies for a tempor~ry emergency rate increase as follows:
1. Since the hearings clcsed 9n May 29, 1974, in
Case No. 19342, the financial markets of the country have
deteriorated into more and more critical conditions. This crisis
has focused particularly on electric utilities as being a
capital intensive in.dustry that requires huge amounts of
additional capital to provide service for the escalating
demands of the public. Of all electric utilities the
Company is one of the most severely affected because of its
commitment to the installation of nuclear power. Although
nuclear power has many important advantages, it requires
the largest investment of capital of any type of generation.
As a result of financing this large capital program, earnings
have been adversely affected and the market price of the Common
Stock of the Company is now only about 50% of its book value.
2. Only one year ago, on September 25, 1973, the
Company was able to sell 5,000,000 shares of Common Stock at
a price to the public of $18.75, slightly more than book value.
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This brought the ratio of common equity to total capitalization
closer to the range of 35%, which the Company endeavors to maintain. Since then its long-term financing has included $80 million
of Preferred Stock, $93.2 million of term notes and $175 million
of First and Refunding Mortgage Bonds, Series DD and Series EE.
This $348.2 million of additional senior capital has reduced
the ratio of common equity to total capitalization to about
· 31%. It is now necessary to sell an additional issue, at least
$50 million, of Common Stock in order to maintain healthy
capitalization ratios and improve the quality of all its senior
securities. The Company is severely restricted in its ability
to sell other securities: (a) virtually no. Bonds can now be
issued because·of the interest coverage limitation of the
Company's Mortgag_e, (]V no funded unsecured indebtedness can
now be issued because of the earnings limitation of the
Debenture Indenture, and (.£) no additional shares of Preferred
Stock can now be issued under the earnings limitation of the
charter without two-thirds' consent of the outstand~ng shares,
which it is unlikely that the Company could obtain. So there
is no practical alternative except to finance the Company's
construction program by sale of Common Stock later this Fall.
I

3. Because of the present level of earnings and the
expectable repeated offerings of Common Stock required to finance
nuclear plants, the market price of the outstanding shares of
Common Stock has, as stated above, fallen to about 50%. of its
book value. It is not possible to market the.necessary number
of shares of Common Stock on terms that would avoid confiscatory
dilution of ownership rights unless the Commission recognizes
the existence of an emergency and exercises its power under
Code § 56-245 to permit the rate increase herein sought to·
become promptly effective.
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4. The proceeds of sale of the proposed issue of
Common Stock are to be applied to the construction program by
·retiring a portion of the short-term bank notes and commercial
paper issued for that purpose pending permanent financing. Such
indebtedness (apart from about $46 m~llion of pollution control bond anticipation notes which it is planned to refund)
amounted to $150 million at August.l, 1974. It is estimated to
amount to $192 million at November 1,. 1974,·and, without the
sale of Common Stock, is estimated to amount to $27.7 million at
December 31. 1974. lt is urgently necessary that the amount
of such outstanding indebtedness be reduced.by accomplishment
of the proposed sale of Common Stock.
In addition to the expenditures already made in
the construction program and represented by such·short-term
indebtedness, additional expenditures of llJ.rge'"amount will be
necessary for continuation of the construction program as
described below.
5~

6. The Co~pany has recently reviewed its construction
budget and reduced or deferred expenditures to the maximum extent
consistent with its obligation to render adequate service and
its capacity to finance the cost of plant additions. By this
means about $100 million of expenditures have been eliminated
from the 1974 constru~tion budget and $181 million from the 1975
construction budget. As so reduced, the construction budget
includes $476 million for 1974 and $487 million for 1975.
Whether that remaining construction can be carried out depends
on the Company's ability to finance and its ability to finance
depends on the decision of the Commission in this case.
7. The most imminent and urgent elements in the
modified construction program are the nearly completed generation
installations at Possum Point Unit 5, planned to be in commercial
service in 1975, and North Anna Units 1 and 2, planned to be in
commercial service in 1976. When these latter two units are
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completed, over one half of the Company's energy.generation
·will be .provided by nuclear power which. will be of great
·economic benefit to Virginians .in the years·ahead. The
scheduled sale of Conuno.n Sto.ck in November 1974 would be
necessary even for the continuation of construction of the
three installations alone and their associated transmission
facilities. Without the sale of such Common Stock, construction
work must be substantially_ postponed or abandoned. This
would be a tragedy for the people and economy of the entire
service. area.
8. With a temporary emergency increase of $127,346,000
on an annual basis effective October 1, 1974, the Company
believes that ft can continue the modified construction program
for 1974 and 1975-in large part. Otherwise, it cannot •. The
emergency is the more far-reaching because a serious dilution
as a result of the November 1974 sale would signal the likelihood
of further dilution in repetitive future issues and that might
well bring the .Company to the point where its Common Stock can
not be sold at any price.

9.

The emergency relief should be provided by the
Surcharge Rider D attached as Exhibit A to this Application.
This Rider is designed to produce an overall increase in
revenues from sales of electricity of 22.49%. No increase is
proposed on the winter tail-block of Schedule No. 1. All of
the increase in Schedule No. 6 is applied to the Demand Charges
because increases in energy costs are covered by the Fossil
Fuel Adjustment Clause.
10. The relief provi~ed by such surcharge is not
expected to prove adequate for the long-term financial rehabilitation of the Company and its continuing ability to provide the
facilities required for dependable service to the people.of

. 00005

app. 5

Virginia. It is, therefore, the intention of the Company to
file a further application for .permanent rate·. relief which,
in addition to-making permanent the temporary rates herein
sought, will seek such.-further and additional relief as will
reassure· the financial markets as to the continuing financial
integrity of the Company.
The Company, therefore, prays that the Commission
find that an emergency exists and that a hearing to determine
all of the issues involved in the final determination of the
rates will require more than ninety days of elapsed time and,
accordingly, that the Commission enter an order fixing the
attached Surcharge Rider D as a temporary schedule of rates to
be effective for all electric service rendered on and after
October-1, 1974.
Respectfully submitted,
VIRGINIA ELECTRIC AND POWER COMPANY

President
700 East Franklin street
Richmond, Virginia 23212
George D. Gibson
John W. Riely
Evans B. Brasfield
Guy T. Tripp, III
Hunton, Williams, Gay & Gibson
700 East Main Street
Richmond, Virginia
23212
Counsel

000.06
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VIRGINIA:
BEFORE THE STATE CORPORATION COMMISSION
APPLICATION
)
OF
) CASE NO. 19426
VIRGINIA ELECTRIC AND POWER COMPANY)
MOTION TO DISMISS AND PROTEST
The undersigned movant and protestant, a customer of'
the Applicant Virginia Electric and Power Company, moves to
dismiss the Application f'or Temporary Emergency Rate Increase
on grounds of' lack of' Commissio·n jurisdiction and f'ailure to
state a cause of' action, as more f'ully appears in the statement of' groupds below. In the alternative, if' the Motion to
Dismiss is not granted, the undersigned enters a Protest to
the Applicatio·ri., which is more f'ully set f'orth below. The
joinder of' the Motion to Dismiss and Protest in a single
pleading is authorh,;ed under Rule 5; 16 (d) ( i) of' the
Commission 1 s Rules of' Practice and Procedure.
MOTION TO DISMISS
The grounds asserted f'or dismissal of' the Application
are as f'ollows:
1. The Commission lacks jurisdiction over such Application, or alternatively the Application f'ails to state a
cause of' action, because the statute on which the Application
is purportedly predicated, Section 56-245 of' the Code of'
Virginia, as amended in 1973, is unconstitutionally vague due
to its f'ailure to def'ine or lay down any standards f'or deter. mining the existe·nce of' an "emergency". Consideration and
granting of' an application f'or rate increase under this vague
statute would violate the rights of' consumers to due process,
which are secured by Article I, Section 11 of' the Constitution
of' Virginia and by the fourteenth amendment of' the Consti tutio·n
of' the United States.
It is well established that the constitutional .requirements of' due process are applicable to rate proceedings bef'ore
this Commission, and may be invoked by consumers who would be
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adversely affected by the requested increase. Board of
Supervisors of Fairfax County v. C&P Telephone Co. of Virginia,
212 Va. 57, 182 SE 2d 30 (1971); City of Norfolk v. Virginia
Electric & Power Co._, 197 Va. 505, 90 SE 2d 140 (1955).
·The constitutional infirmity in Section 56-245 arises
from the 1973 amendment to Code provision. The 1973 amendment
repealed the portion of the statute which had defined in detail
the showing that the Applicant must make, and the finding which
this Commission must reach, in order to establish the existence
of an "emergency" within the meaning of Section 56-245. In
place of the repealed language, the amendment provided only
for a showing and finding that "an emergenoy exists~;" without
setting forth any definition of "emergency" or standards to
determine whether an "emergency" exists. Customers of the
Company therefore cannot tell what showing they must meet, or
make, to prevent the Company from raising their rates on
grounds of a claimed "emergency"; and the Commission has no
way of determining what criteria the General Assembly intended
the Commission to apply in finding whether or not "an emergency exists"~
2. Alternatively, ]n order to save the constitutionality of the statute, a strict construction of "emergency" is
required. Under such a construction, the statute should authorize a temporary increase only when the Company's financial
condition is such that under its existing rate structure it
would be unable to furnish service during the period required
for it to prepare and obtain a Commission determination of an
application for a permanent increase, or would be threatened
with incurring insolvency, bankruptcy or receivership during
such interim period. Since the Application does not plead
the existence of an "emergency" in this genuine sense, or in
any sense that a strict construction of the statutory language
would justify, the Application should be dismissed pursuant to
Commission Rule 5:16 (d) (i) for failure to state a cause of
action.
PROTEST
(1) The protestant is a residential customer of VEPCO,
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at 5109 N. )8th Street, Arlington, Virginia and would suf'.fer
a substantial and almost immediate increase in rates if the Ellplication should be granted. The protestant has no alternative
source f'or purchasing electricity, since VEPCO has a monopoly
on the sale of electricity to residential customers in the
portion of' Arlington County where protestant lives.
(2) Protestant is prepared to prove, by testimony elicited f'rom the Company's own witnesses on direct and cross examination, that the Company should be able expeditiously to prepare and go to hearing on an application f'or permanent changes
in rates; that in the interim period before such an application could be acted upon the Company would be able to continue
furnishing adequate service to its customers; that in such in. terim period the Company would not be forced into insolvency,
bankruptcy, or receivership; that VEPCO's profits compare f'av.. orably with those of' other electric utility companies; and that
the financial condition of' the Company is not such that an "emergency" exists within the meaning of' Section .56-24.5 as properly construed.
(J) The relief' sought by protestant is dismissal of' the
Application as moved f'or above, or if' dismissal is not granted,
then the denial of' the Application, in whole or alternatively
in major part. The legal basis f'or such relief' is as set f'orth
above in the grounds of' support of' the Motion to Dismiss, and
incorporated at this point by reference; and further that the
evidence is insufficient .to establish an "emergency". for which
relief' is available under Section .56-24.5 of the Code of Virginia.
Respectfully submitted,
/s/ Robert L. Weinberg
1000 Hill Building
Washington, D. C. 20006
CERTIFICATE OF SERVICE
A copy of the forego1.ng Motion to Dismiss and Protest
was mailed this 11 day of September, 1974, to Evans B. Brasfield, Esquire, PO Box 1.53.5, Richmond, Virginia 2)212; the
Honorable Andrew Miller, 1100 East Broad Street, Richmond,
Virginia 2)219; .A.. C. Epps, Esquire, 1200 Mutual Building,
Richmond, Virginia 2)219; · Richard Rodgers, Esquire, Co'\J.nsel
State Corporation Commission, PO Box 1197, Richmond, Virginia
.
/s/ Robert L.-Weinberg

)
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In The Commonwealth of Virginia
In the State Corporation Commission
In re:

VEPCO Emergency Rate Case, No. 19426
Comes now petitioner, James L. Ridgill, Jr. whose address

is 2516 Appaloosa Court, Reston, Virginia, 22091, and who is a
user of VEPCO electricity in the residence thereat, and who will
be adversely affected by an emergency or any other VEPCO rate
increase, and who is a person aggrieved, or a person who thinks
himself aggrieved under the strictures of Title 8, Section 462
of the Code of Virginia, and files these, the following motions:
I.

Petitioner moves for dismissal on grounds of lack of

subject matter jurisdiction of the Honorable Commission to
determine Constitutionality of the "emergency" statute, see
Record No. 7818 of the Supreme Court of Virginia, Record No.

8082, 8083 of the Supreme Court of Virginia, and Case No. 19145
of the State Corporation Commission.
II.

Petioner moves to strike the assets of VEPCO from the

record pertaining to water and water power including dams, pipes,
etc., since the Honorable Commission determined it had no subject
matter jurisdiction of such property in a utility rate case, see
Commission Case No. 19145, and which decision appears to have
been affirmed by the Supreme Court of Virginia.
III.

Petitioner moves this Honorable Comrr1ission for an

order requiring VEPCO to file with the Consumer protection agency
of the Fairfax County Government the pertinent portions of VEPCO•s
set of.records of books and accounts such as those portions used
(a) for Federal Income Tax Purposes (b) for state income and

Page 2 of 2 pages
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property tax purposes (c) for reports to stockholders (d) for
justification of this "emergency" rate increase.
IV. Petitioner moves this Honorable Commission for an
order of findings that he, petitioner, is a person aggrieved,
or a person who thinks himself aggrieved, and .he has intervened
of right under the Code of Virginia, has intervened under the
Commissions Rules 11 and 13 according to law, has standing in
this case since his interests will be adversely affected by an
rate increase irrespective of the amount of the increase; that
he may perfect

a~

appeal without these questions being raised

on appeal by the Commission Counsel or its office, or by VEPCO.

?:.,~~~

William R. Trenor
11921 Central Drive
Fairfax, Va. 22030
Counsel For Intervenor
CERTIFICATE OF SERVICE
The undersigned hereby certifies that the parties required
to b~ served were sent a copy of this paper by mail postage prepaid
on September 16,1974 as follows:
1. Honorable Andrew Miller, Attorney General of Virginia,
whose address is the Supreme·court Building, Richmond, Virginia
2. Honorable William C. Young, Clerk of the Commission
address
is Blanton Building, Richmond, Virginia
whose
). Evans B. Brasfield,70U East Main St., Richmond, Va.23212
4.
A.C. Epps, 9th & Main St., Richmond, Va.23219
5.
Charles J. Pilzer,llOl Seventeenth St.,NW, Washington, D. C
200036
6.
Henry E. Howell,. Jr.~ 808 Maritime Tower, Norfolk,Va. 23510
7.
John T. Schell, 1730 M. St. NW, Washington, D. c. 20036
8.
Robert L. Weinberg, 839 17th St., NW Wa
D. C. 2000t

~~l:dgill
Protestant
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COMMONWEALTH OF' VIRGINIA
STATE CORPORATION COMMISSION
AT RICHMOND, OCTOBER 1, 1974
APPLICATION OF
VIRGINIA. ELECTRIC AND POWER

COMPA~cr

CASE NO. 19426

For An Increase In Rates
ON AUGUST 20, 1974, Virginia Electric And Power Company
(Vepco) filed an application requesting the Commission to determine, pursuant to Section 56-245 of the Code of Virginia, that
an emergency exists and to authorize the Company to place into
effect a temporary surcharge on existing rates until a complete
investigation can be conducted, and a public hearing held, to
finally determine the permanent increases in rates, if any,
that would be just and reasonable. Pursuant to the Commission's
Order of August 27, 1974, entered herein, a public hearing on
the application was held before the Commission on September lJ,
16, and 17, 1974. The Commission gave the parties leave to
file briefs setting forth their respective positions concerning
the application for a temporary increase; a number of briefs
were filed on or before the due date of September 23, 1974.
During the course of the proceedings, motions to dismiss
the application for temporary relief were made and the Commission received oral argument on these motions on september 20,
1974.
NOW,ON THIS DAY, the Commission upon consideration of
the evidence of record and arguments of counsel, and for the
reasons set forth in the opinion of the Commission, Chairman
Shannon concurring in part and dissenting in part, is of the
opinion and finds:
(1) That the motions to dismiss the application for
temporary relief should be denied;
(2) That Vepco is in an emergency situation within the
meaning of Section 56-245 of the Code of Virginia;
(J) That it would require more than ninety days.of elapsed
time for a hearing to be held to enable the Commission to decide all issues involved in determining permanent rates and
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charges;
(4) That, because of the existing emergency, Vepco should
be authorized to place into effect a temporary surcharge which
will give it the opportunity to increase its annual gross
revenues by $97.700,000.
(5) That the Company should file a revised Rider D to
produce the increased revenues authorized, with the following
changes: The surcharges applied to residential customers billed
in October shall be calculated on the basis of rates which are
effective from November through June. The surcharge should
not apply to residential consumptions in excess of 1500 kwh
per month. The surcharges on customers billed on Schedule
No.6, Large·General Service, should be applied on total revenue (exclusiv~ of fuel adjustments), rather than demand charges
as proposed by the Company.
(6) That Vepco should be authorized to make such sur~.
charges effective upon presentation of a satisfactory bond to
ensure prompt refund of all revenues, with interest at 8 per
cent per annum, collected in excess of the rates and charges
finally found just and reasonable after a complete and full
investigation and public hearing; accordingly
IT IS ORDERED:
{1) That the motions to dismiss the application of Vepco
for temporary rate relief shall be, and they hereby are, denied;
(2) That, subject to presentation of bond satisfactory to
the Commission as required by p 56-245 of the Code of Virginia,
Vepco will be authorized to place into effect a surcharge to
give it the opportunity to increase its gross annual revenues
by $97,700,000;
(3) That the surcharge approved herein shall be filed in
accordance with the finding set forth in paragraph 5, above.
AN ATTESTED copy hereof shall be sent to all parties
shown on the appendix to the Commission's opinion and provided
to all other parties who s.o request; and an attested copy shall
be delivered to the Chief Accountant of the Commission and to
the Director of the Commissions Division of Public Utilities.
A true copy teste: S/ William c. Young
Clerk
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COMMONWEALTH OF VIRGINIA
:3 Si!tll'E'H68RPO:UT((f>N•. ·; OeMMISS ION .
AT RICHMOND, OCTOBER 1, 1974
APPLICATION OF
.
VIRGINIA ELECTRIC AND POWER COMPANY
CASE NO. 19426
For an increase in rates
ON THIS DAY an order was entered in this proceeding_, together with opinions of the Commission, which authorize Virginia
Electric and Power Company to place into effect a temporary
surcharge on. its existing rates. And, the Commission now finds
tgat certain language contained in said order and opinions is
incorrect and inconsistent with its actual opinions and findings; accord_ingly the following amendments shall be made a
,Finding (5) of the Commissiont:J Order shall be revised
to read•
(5) That the company should file a revised Rider D to
produce the increased revenues authorized, with the following changes: The surcharge applied to residential and small
general servi9e customers billed in October, 1974 shall be
calculated on the basis of rates which are effective from
November through June. Residential.usages in excess of 1500
kwh should not be subject to the surcharge in October, 1974
or during the billing_ months of November through June. The
surcharges on customers billed on Schedule No. 6, Large
General Service, should be applied on total revenue (exclusive of fuel.adjustments), rather than demand charges as
proposed by the Company.
1

The fourth sentence of the sixth paragraph of the :. .- .
. Opinion By Harwood and Bradshaw, Commissioners, shall be revised
to reada
Vepco•s 1974 and 1975 construction budgets, including
these·three units , amount to just under one billion dollars.
ATTESTED COPIES of this Order of Corrections shall be
distributed in the same manner as the order and opinions.which
are hereby corrected.
A True Copy Test~-~-~;~~ S/!~~~t~.:;2~~<::Y?~~
'v"'" ;::.;_ .:.. Cl.erk·=~
; ,_ ·'-·. ~~ ,~ .,_. ,_ ... :~ ·~
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COMMONWEALTH OF VIRGINIA
. STATE CORPORATION

CO}~ISSION

Application of

October 1, 1974

VIRGINIA ELECTRIC AND POWER COMPANY

CASE NO. 19426

For temporary emergency rate increase.
Opinion by Harwood and Bradshaw, Commissioners:
By application filed on August 20, 1974, pursuant to §56-245, Code
of Virginia, 1 Virginia Electric and Power Company [hereinafter referred to as
Vepco] requests approval on an emergency basis of a temporary surcharge which
would increase revenues by approximately 22.5 percent.

Vepco proposes to make

the surcharge effective on rates for electric service on and after October 1,
1974.

The surcharge, as initially proposed, was designed to produce revenues

of approximately 127.3 million dollars on an annual basis; however, after an
adjustment during the hearing, the amount was reduced to $123,746,000, lowering
the proposed revenue increase to 21.86 percent.

The temporary surcharge would

remain in effect pending completion of a full investigation by the Commission
to determine the amount of permanent rate relief needed by Vepco and would be
applicable to all customers subject to our jurisdiction.

1 section 56-245 of the Code of Virginia reads as follows: "Whenever
the Commission, upon petition of any public utility, is of the opinion and
so finds, after an examination of the reports, annual or otherwise, filed
l.rith the Commission by such public utility, together \.rith any other facts
or information which the Commission may acquire or receive from an investigation of the books, records or papers, or from an inspection of the property
of such public utility, or upon evidence introduced by such public utility,
that an emergency exists, and is of the opinion and so finds that a hearing
to determine all of the issues involved in the final determination of the
rates or service will require more than ninety days of elapsed time, the
Commission may, in case of such emergency, enter a temporary order fixing a
temporary schedule of rates, which order shall be forthwith binding upon such
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Although the Commission is not required by law to hold a public
hearing on an emergency application, the Commission, because of the magnitude
o.f the request, exercising its discretion, held a hearing on September 13, 16
and 17.

Motions were argued on September 20, and memoranda were filed on

September 23.

Counsel for the parties are shown on Appendix A attached hereto.

Vepco presented four officials plus the testimony of the President of
National Economic Research Associates, Inc., and an analyst specializing in
utility securities.

In addition, the Commission heard the testimony of its

Chief Accountant, its Director of Public Utilities, an analyst from the
Securities Research Division of·a large New York brokerage house, and an
economist from the Arlington County Public Utilities Commission.

The Attorney

General, representing the interests of the consumers of the Commonwealth,
presented two witnesses, an accountant from a nationally known accounting firm
and an economist specializing in public utility matters from the University of
Maryland.

Also, a witness was presented by the Virginia Committee for Fair

Utility Rates, who testified concerning the distribution of the proposed
increase in rates.

We heard the testimony of approximately thirty-two public

witnesses and have received numerous letters, resolutions, petitions, etc., both
opposing and favoring the proposed temporary increase.

utility and its customers; provided, however, that when the Commission orders
an increase in the rates or charges of any public utility by means of such
temporary order, it shall require such utility to enter into bond in such
amount and with such security as the Commission shall approve, payable to the
Commonwealth, and conditioned to insure prompt refund by such public utility,
to those entitled thereto, of all amounts which such public utility shall
collect or receive in excess of such rates and charges as may be finally fixed
and determined by the Commission; and provided, further, however, that no such
temporary order shall remain in force or effect for a longer period than nine
months from its effective date, and a further period not to exceed three months
in addition if so ordered by the Commission." (1934, p. 366; Michie Code 1942,
§407la; 1973, c. 262.)

-2-
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First, it must be understood that utility rates cannot be made by
popular vote.
such.

Neither the Constitution nor the statutes of Virginia permit

Understandably, in this era of rampant inflation, when the cost of

gasoline for our cars has doubled and food prices go. up daily, no one wants
prices higher than they already are, especially prices for an essential utility
service such as electricity.
twofold responsibility.

However, under the law, the Commission has a

First, a utility must earn a return sufficient to

maintain its financial integrity, insure its credit standing, and attract the
capital necessary to enable it to provide adequate and reliable service.
Second, when the revenue necessary to produce a fair return has been determined,
then the distribution of such revenue must be assigned to the various classes
of customers through the assessment of just and reasonable rates.
The threshold issue can be posed as follows:

is Vepco's ability to

provide adequate and reliable electric service in immediate jeopardy due to
an emergency?

It is the_judgment of the Commission that the question must be

answered in the affirmative.
Competition for investor capital in the United States is intense,
especially to the electric utility industry whose programs require large cash
outlays for new construction.
closing financial vise.

Unfortunately, Vepco is caught in this rapidly

Under its already modified construction program, Vepco

has three important generating units now ,.,ell on the way to completion, namely,
Fossil Unit No. 5 at Possum Point and Nuclear Units 1 and 2 at North Anna.
Vepco's 1974 and 1975 construction budgets for these three units amount to just
under one billion dollars.

l~en

North Anna Units

1 and 2 are-completed in

1976, Vepco's total electric energy output will be about 50 percent nuclear

-3-
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generated.

Assuming that the necessary capital can be raised to finance their

completion, the result will be lower-cost electricity for Vepco's customers.
The record discloses that unless adequate rate relief is forthcoming
Vepco will be unable to complete even its modified construction program.

Because

of its indenture and charter restrictions Vepco can now issue only about
$55,000,000 in bonds, no unsecured long-term debt, and no preferred stock.
If no long-term securities are issued in 1974, short-term debt will amount to
about $325,000,000 by the, end of 1974.
10 percent of Vepco's total capital.

This is alarmingly high, approaching.
It is obvious that ready access to long-

term debt financing is urgently needed.
Vepco's present capital structure consists of about 30 percent common
equity.

This is too low.

We insist that Vepco's capital structure be maintained

well within the range of 30 to 35 percent common equity.
The sale of common stock also presents a serious problem.

Testimony

presented at the hearing disclosed that the market price of Vepco's common stock
was less than 40 percent of its book value.

Consequently, there is a serious

question whether common stock can be sold.

To sell at a figure significantly

below book value may precipitate a downward spiral of earnings per share, making
any new issue of common stock unattractive to investors and diluting the value
of existing shares.
Clearly, Vepco is presently in a critical financial posture and needs
immediate and adequate rate relief.

Accordingly, the Commission is of the

opinion and finds that all statutory requirements of §56-245 of the Code of
Virginia have been met ..

-4-
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RATE RELIEF
Having found that an emergency exists, adequate tfme does not permit
the earnest suggestions that the Commission await its independent evaluation of
Vepco 1 s construction program &nd management efficiency before granting temporary
relief.
The Commission finds that 97.7 million dollars of revenue are necessary
to meet the existing emergency.
things, considered:

In arriving at this amount we have, among other

the immediate expenditures for those construction projects

nearing completion; deferred fuel cost; normalized accounting; return on investment; interest rates; debts due on outstanding bonds; this nation's

struggle

for energy independence; and the plight of the customers in this era of doubledigit inflation.
RATE DESIGN
Vepco proposes to place the Large General Service increase on the demand
charge.

Such proposal would alter the relationship between the demand and energy

components and be a departure from the basic rate design approved in Case No. 19342.
Recently in authorizing temporary emergency rate relief the Commission has required
surcharges to be on revenue.
a departure.

There is insufficient evidence before us to justify

This does not preclude consideration of changes in the permanent

rate design in phase two of this proceeding.

Accordingly, Vepco shall apply the

surcharge to Large General Service customers on revenue (exclusive of fuel charges).
The Commission's Staff pointed out that, if the proposed surcharge became
effective in October, customers whose meters are read in October would be penalized
because of the higher summer rate.

They would pay a greater surcharge for the

same number of kilowatt-hours consumed during October than a customer whose meter

-5-
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was read in November for October consumption.
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To eliminate this inequity the

surcharge on October meter readings shall be computed on the basis of non-summer
rates and shall not apply to consumption in excess of 1500 kilowatt-hours on
·residential billings.

The maximum surcharge on a residential customer's bill

will not exceed $6.60 a month.
GENERAL OBSERVATIONS
There are four basic areas that affect the financial integrity of all
regulated utilities.

They are:

double-digit inflation; the high cost of money;

the depressed condition of the stock market; and the adequacy of rate relief.

We

feel some futility at having control only over rate relief.
Various suggestions have been made for federal and State assistance to
Vepco and other utilities, however such suggestions are not now a reality.

The

enactment of laws implementing these suggestions are beyond our province, but this
Commission stands foursquare for the free enterprise system.
This Commission presently has regulatory jurisdiction over approximately
three-fourths of Vepco's operations; however, an electric utility is a total
entity.

We again adjure Vepco to continue to press for prompt and adequate rate

relief before the Federal Power Commission and the regulatory authorities in North
Carolina and West Virginia.

Likewise, we respectfully request the Virginia General

Assanbly at its·next session to adopt pending legislation that will provide the
mechanics for the Commonwealth and its counties, cities, and towns to pay their
fair share.
While some cities, counties, and towns presently tax electric bills, and,
recognizing that the Commission cannot dictate to them, it is our plea that the
temporary emergency revenue relief will not be the subject of taxation, since
such additional income was not anticipated in their current budgets • .

-6-
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The Attorney General proposed that we commence an educational campaign
designed to maximize utilization of existing facilities, thereby reducing future
construction costs without jeopardizing reliable service.

We concur, and plans

are under way.
Vepco is directed to complete within ninety days a study for installing
demand meters whereby the cost for services and construction can be more fairly
assigned.

Also we direct Vepco to present to this Commission a study of the cost

and feasibility of providing each customer with a more detailed, itemized bill.
Dr. Charles E. Olson, an economist specializing in public utilities,
a witness for the Attorney General, recommended that construction work on Units
3 and 4 at Surry, 4 at North Anna, and the pumped storage project in Bath County
be halted pending completion of the comprehensive construction study planned by
the Commission.

Without supporting data we cannot accept his opinion.

To do so

would be substituting our judgment for management's and prejudging the Commission's
study.

Understanding that long lead times are necessary, we believe the public

interest would be served for Vepco to proceed with careful deliberation on the
foregoing projects,which are planned for 1980 and later, pending completion of
our study.
If the Commission finds in phase two of this proceeding that a refund
is in order, the refund shall bear interest at the rate of eight percent.
Shannon, Chairman, concurring in part and dissenting in part:
I concur in the finding that an emergency exists requiring immediate,
temporary rate relief for Virginia Electric and Power Company; however, it is
my considered judgment that the amount of rate relief granted by the majority is
inadequate.

After carefully reviewing the evidence of record, I am convinced

that Vepco requires $115,542,000 in temporary emergency rate relief, pending
completion of the full rate investigation which will follow this proceeding.
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Leonard H. Davis

City of Norfolk

Jerry K. Emrich

Arlington County Board of Supervisors

A. C. Epps
)
Charles F. Midkiff )
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Guy T. Tripp, III )

Applicant, Virginia Electric and
Power Company
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James L. Ridgill, Jr.

Robert L. Weinberg

Pro se

app. 22

IN THE COMMON'.'/EALTH OF VIRGINIA
IN THE STATE CORPORATION COMMISSION
In re: Rate Case No. 19119 - VEPCO Appiication For Rate Increase
Comes now intervenor of right James L. Ridgill, Jr.,
residing and domiciled at 2516 Appaloosa Court, Reston, Virginia
22091, a user of.VEPCO electrici~y at said address withou\. any
reasonable subst~ tute, and who w~ll be adversely affected ., y
any rate increase of VEPCO "emergency" or otherwise, and as a
person aggrieved or a person who thinks himself aggrieved under
Title 8, Section 462 (1) (b) of the Code of Virginia, and sets
forth to all parties to this case that he intends to participate in thi~ case as a plaintiff, defendant, or intervenor, or
in any other manner permitted by law as in Title 8, Section
490.1 of the Code of Virginia. Furthermore, intervenor sets
forth that on September 16,1974, he filed a written pleadi~g
in this case in the State Corporation Commission copies of
which were sent by mail first class postage prepaid to each of
the parties listed by the Office of the Clerk of the Commission,
and that on September 20,1974, at the hearing on the motions to
dismiss, he complied with Rule 4:7 of the Rules of the State
Corporation Commission. Accordingly, intervenor contends that
he is entitled to all memorandums, briefs, or other papers
required to be served on the parties to this case. Thus
intervenor sets forth additional motions as follows:
I. Intervenor moves the Commission for reconsideration
or rehearing of his motions for the reason that the course of
action followed by the Commission in Rate Case No. 19426 as
compared to the course of action followed by the Commission
in the case before it that became Record No. 7818 of the
Supreme Court of Virginia may amount to a denial of equal
protection and due process.guaranteed to intervenor under the~
First, Fifth, and Fourteenth Amendments of the Constitutiop
of the United States. which may be actionable under l7 Stat. 13.
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II. Intervenor renews his motion to dismiss for want
of subject matter jurisdiction by the Commission to determine Constitutionality under the Federal Constitution of a
state statute such as Title 56, Section 245 of the Code of
Virginia in which the Commission has ruled herein "that all
statutory requirements are met",which appears erroneous, see
Case No. 71-1135 of the Supreme Court of the United States
as reported at 406 US 902. This Supreme Court Case was Record
No. 7818 in the Supreme Court of Virginia and was not· docketed
by the State Corporation Commission as appears to be required
by Title 12, Section 50 of the Code of Virginia. See also
Case No. 19i45 of the State Corporation Commission which was
dismissed in the Supreme Court of Virginia in its Record No.
8082,808), and see RR v. Swan, 111 rrs 379,384 for the operative effect of the dismissal of these cases by the Virginia
Supreme Court. Furthermore, see Case No. 19119 of the State
Corporation Commission which was affirmed by the Supreme Court
of Virginia in its Record No. 730196; and see Thacker v.
Hubard, 122 va. 379, 94 SE 929.
III. Intervenor renews his motion to strike the assets
of VEPCO from the rate base in this case pertaining to water,
water supplies, pipes, dams, etc., since the Commission held
that the Commission lacks subject matter jurisdiction of such
property in a public utility rate case which was affirmed by
the Supreme Court of Virginia in its Record No. 730196 which
was Case no. 19119 in the State Corporation Corr.m1ssion.
IV. Intervenor moves for rehearing and/or reconsideration of his motion for a ruling that he is an intervenor
of right in this case with a sufficient legal interest to
qualify for standing before the Commission because the
Commission has not given reasons for its action in denial
and intervenor has complied with the law and the Rule.
V. Intervenor moves for reconsideration or rehearing
on all these motions because the order and opinion of the
Commission did not·address the legal issues raised by his
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previous motions which appears to be an abuse of discretion
on the part of the Commission because as a matter of law the
Commission is required to state the reasons for its rulines.
VI. Intervenor moves for rehearing or reconsideration
of these and his prior motions because, as set forth in the
Commission order and opinion herein, the problem presented
by applicant appears to be a cash flow problem inyolving
managerial discretion over which the Commission lacks jurisdiction, rather than a rate of profit problem in that the
rate increase authorized by the order does. not in and of itself provide ready access to long term capital marl:ets-whethcr common stocks, bonds.or other type loans or funds.

J?~i1~~

William R. Trenor
Attorney For Intervenor

Respectfully submitted,

!t~z ~!::!J:~(I

I
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The undersigned hereby certify that on the date set
out below the requisite copies of these motions were sent· by
first class mail postage prepaid to the persons as follows:
1.
2.

John X. Riely, PO Box 1535 Richmond, Virginia 23212
A. C. Epps, 1200 OCutual Building, Richmond, Virginia 2321~
.3· Charles J. Pilzer, Suite 902, 1101 17th Street FW
~ashington, D. c. 20036,
4. Jerry K. Emrich, 2100 North 14th Street, Arlington,
Virginia 22201
5. Henry F. !·lowell, 808 r·:ari time Tower, Norfolk, Virginia 2.3510
6. r·:,aurice .J. Street, General Services Administration,
Nashington, D. c. 20405
7. John T. Schell, Suite 707, 17.30 M Street, Washington,DC 200.36
8. Nilliam Shapiro, Assistant Fairfax County Attorney,
4100 Chain Bridge Road, Fairfax, Virginia 22030
9· Leonard H. Davis, Room 908, City Hall, Norfolk, Virginia 2.3501
10. Ronald S. Hallman, 101 Mt. Pleasant Road,
Chesapeake, Virginia 2.3.320
11. Andrew p, Miller, Supreme Court Building, 1101 East Broad
Street, Richmond, Virginia 23219
12. Robert L. Weinberg, 1000 Hill Building, Washington, D. C.20006
lJ. William C. Young, Clerk of the Commission, Blanton Building
Corner of Bank and Governor Streets, Richmond, Virginia
_ 2.3~09, PO Box 1197
'/' 11 /) ~.~ 1 t .

/1

a_.._~~~

William R. Treno~~
11926 Central Drive
Fairfax, Virginia 220.30
Attorney For Intervenor
October 8,1974

ar,AAAL-1 A fLVlri· {/

·

~~~~es L. Rideflll,~

I

2516 Appaloosa Court
Reston, Virginia 22091
October 8,1974

'

SCC-62-7-9-:SS-1511 (Thick).
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STATE CORPORATION COMMISSION

AT RICHHOND, OCTOBER 11, 1971-l~PPLICATION

OF

!VIRGINIA ELECTRIC AND POHER COMPANY·
CASE NO. 19426
For an increase in rates
ON OCTOBER 9,

197l~,

came James L. Ridgill, by his

counsel, lVilliam R. Trenor, and filed a motion requesting the
Commission, among other things, to schedule a rehearing on
various matters set forth therein.
AND, THE

C0~~1ISSION

upon consideration of said motion

is of the opinion that the movant's request should be denied,
accordingly
IT IS ORDERED that the motion of James L. Ridgill filed
on October 9, 1974, should be, and it hereby is, denied.
AN ATTESTED COPY hereof shall be sent to all parties
shown on the appendix to the Commission's opinion of October 1,

1974, and provided to all other parties who so request; and
an attested copy shall be delivered to the Chief Accountant
of the Commission and to the Director of the Commission's
Division of Public Utilities.

A True Copy

Teste:
Clerk of State Corporation Commission.
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In re: Case No. 19426 - VEPCO Application For Rate Increase
NOTICE OF APPEAL AND ASSIGtWENTS OF ERROR
Comes now intervenor of right, James L. Ridgill, Jr.,
a customer and user of Virginia Electric Power electricity
at 2516 Appaloosa Court, Reston, Virginia 22091, and having
no reasonable su9stitute for such electricity, and having
a direct interest in any rate increase--emergency or otherwise--and gives notice of his intent to appeal to the Supreme
Court of Virginia the State Corporation Cor.1mission order of
October 1,1974, granting ~he rate increase herein, and the
order entered by the Commission overruling and denying his
motions filed October 9,1974, which latter order was entered
by the Commission on October 11, 1974. These appeals are
taken pursuant to Title 12.1, Section 39 of the Code of
Virginia, Title 8, Section 462 (1) (b) of the Code of Virginia
and Title 56, Section 239 of the Code of Virginia; and
pursuant to Article IX, Section 4 of the Constitution of
Virginia, and any provision of the Constitution of the United
States. These appeals are also taken pursuant to Rule 5:18
of the Supreme Court of Virginia as well as Rule 7:10 of the
State Corporation Commission. Further, these appeals will
be based on the following errors of law and fact:
1. The Commission erred in granting the rate increase
to VEPCO pursuant to Title 56, Section 245 of the Code of
Virginia because the said Code Section is an unconstitutional
delegation of discretionary power to the Commission by the
Virginia General Assembly without reasonable standards for
determining when the discretion may be exercised which is
repugnant to both the Constitution of Virginia and to the
Constitution of the United States.

Page 2 of 4 pages
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2. The Commission erred in denying the Motion To
Dismiss filed by Mr. Robert L.·weinberg, see Lucas v. Biller,
204 Va. 309,313; 130 SE 2d 582.
3. The Commission erred in denying the i\1otion To
Dismiss filed by State Senator Clive L. DuVal, 2d, made at
the completion of applicant VEFCO's direct case for the same
reasons as applicable to the Motion of ocr. Weinberg and in
continuance of the case without proving up the subject matter
jurisdiction of the Commission on either the Commission°s
own motion or in requiring or failing to require applicant
Vepco to prove up the jurisdiction of the Commission, see
Nolde v. Chalkey, 18L~ Va. 553, and Amer. Fert. Co. v Barnes ,
144 Va. 692, as well as Lucas v. Biller cited supra.
4. The Commission erred in continuing the case after
the r.·iotion To Dismiss filed by James L. Ridgill, Jr., on
September 16,1974, because the Supreme Court of Virginia
has held that the State Corporation Commission does not have
subject matter jurisdiction to determine Constitutionality·
of a statute of Virginia under either the Constitution of
Virginia or the Constitution of the United States, see
Virginia Supreme Court Record No. 7818, and see u. S. Supreme
Court Case Eo. 71-1135 as reported at 406 US 902.
5 • . The continuance of this cause after anyone of the
errors 2 thru 4 supra and the motions mentioned therein was
error on the part of the Commission involving denial of due
process to the customers of VEPCO,including intervenor which
due process is guaranteed by the Constitution of Virginia
and the Constitution of the United States which amounts to
abuse of discretion on the part of the.said Commission.
6. The Commission erred in failing to grant intervenor
Ridgill' s r.'iotion To Strike the assets of VEPCO from the rate
base including such assets as water, dams, pipes, etc. because the Commission held that it had no jurisdiction of such
assets in a public utility rate case--Commission Case No.
19119 which ruling by the Commission was affirmed by the
( . I

I'
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Supreme Court of Virginia in its Record No. 730196.
7. The Commission erred by its failure to hold Title
56~ Section 245 of the Code of Virginia constitutional under
the Constitution of the United States and the Constitution
of Virginia, in operative effect, as unconstitutional and
in continuing the case after motions to dismiss for want of
jurisdiction were filed.
8. Intervenor of right Ridgill joins in each of the
assignments of error evinced by the r;otice of Appeal and
Assignments of Error filed by each of Clive L. Duval, 2d, and
Robert L. Weinberg.
9. The Commission erred in denying the motions for rehearing of intervenor because the Applicant failed to establish the elements of his case such as the constitutional,
jurisdictional, and "emergency" elements.
10. The Commission erred in failing to rule on the
status of intervenor Ridgill in this case.
11. The Commission erred in failing to require the
Applicant to file with the Consumer protection agency of
Fairfax County the records set forth in intervenor Ridgill's
motion no. III filed September 16,1974 in this case.
12. The Commission erred in failing to dispose of the
issues raised by the parties including intervenors in this
cause which error is a denial of equal protection and due
process which amounts to abuse of discretion by the
Commission because such negates orderly actions including
appeals.
lJ. The Commission erred in that the rate increase
order constitutes the taking of private property without due
process because of the Commission's failure to abide by the
statutes, Constitution of Virginia, Constitution df the
United States, and especially in its denial of the motion to
dismiss filed by the intervenors and petitioners, etc.
14. The Commission erred in ordering a preferential
rate increase·to those users of over 1500 KWH per month,which
negates equal protection and due process among consumers.
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15. The Commission erred because Title 56, Section 245
of the Code of Virginia cannot obviate the due process and
equal protection requirements of the Constitution of Virginia
or of the Constitution of the United States for to permit a
statute to vary the terms of the Constitution by way of
addition or subtraction therefrom is to place the statute above
the Constitution.
16. The Commission erred in failing to give its reasons
for denying the motions of intervenors in this cause since
such failure is a denial of procedural due process because
when the Commission has erred it gives the Commission undue
advantage to have four or five more months in which to dream
up their excuses vis-a-vis those who would appeal, and such
procedures prevent the orderly development of the issues for
appeal.
17. The Commission erred in its course of action in
this cause when compared to the Commission course of action
followed in previous cases intervenor participated in such as
the undocketed Commission Case which became Virginia Supreme
Court Record l\'o. 7818, Commission Case Uo. 19145 which became
Virginia Supreme Court Record Ho. 8082,8083, and Commission
Case l'!o. 19119 which became Virginia Supreme Court Record !"io.
730196,whi~h error is a denial of intervenor~ Constitutional
rights under the First, Fifth, and fourteenth Amendments of
the Constitution of the Jnited States as well as the comparaprovisions of the Constitution
y.-._ //?, ~c ~
/f/l·l1_ L't.~~ ;y~
h~
1lliam R. 'renor
Counsel For Intervenor
11926 Central Drive
Fairfax, Virginia 22030
October 28,1974

of Virginia.

~ ~~

~L.
Ridgill,Jr.
2516 Appaloosa Court
Reston, Virginia 22091
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CERTIFICATE OF SERVICE
A· copy of this. Notice was sent by first class mail
postage prepaid on October 28,1974, to each of the following:
1.
2.
J.
4.

5·
6.
7.
8.
9·
110.
11.
12.
lJ.
14.
15.
16.
17.
18.
19.
20.
21.
22.
2J.
24.

Leonard H. Davis, City Hall, Room 908, Forfolk, Va. 2J501
Jerry K. Emrich, 2100 North 14th St., Arlington, Va. 22201
A. C. Epps, 1200 Wutual Building, Richmond, Va. 2J219
Ronald S. Hallman, 101 Mt. Pleasant Road, Chesapeake, Va.2JJ20
Henry E. Howell, 808 r~aritime Tower, Norfolk, Va. 2J510
Andrew P. Killer, Attorney General of Virginia, Supreme
Court Building, 1101 East Broad St., Richmond, Va., 2J219
Charles J. Pilzer, Suite 902, 1101 17th Street, N. W.
Washington, D. C. 200J6
John fl. Riely, PO Box l5J5, Richmond, Va. 2J212
Richard D. Rodgers, Jr., PO Box 1197, Richmond, Va. 2J209
John T. Schell, Suite 707, l7JO ~Street, Washington, D.C. 200J6
"t/illiam Shapiro, Assistant Fairfax County Attorney, 4100
Chain Bridge Road, Fairfax, Va. 22030
Maurice J, Street, General Services Administration,
\'/ashington,· D. c. 20405
Robert L. Weinber, 1000 Hill Building, i/ashington, D. C.20006
Honorable Oliver Hill, i.\:ayor, City Hall, Norfolk, Va. 2J501
Joseph Alexander, 6121 Franconia Road, Springfield, Va. 22150
John Herrity, 662J Backlick Road, Springfield, Va. 22150
Honorable Warren E. Barry, 8J08 't/ythe Lane, Springfield, Va.
22152
Honorable Lester E. Schlitz, 210 East Road, Portsmouth, Va.
2J707
Honorable A. Joseph Canada, Jr., 4JJ6 Virginia Beach
Boulevard, Virginia Beach, Va. 2J602
Lacy Ronald Smith, 612 Brandywine Drive, Newport News, Va.
2J602
Ivan R. Frey, 7J James Landing Road, i:ewport r;ews, Va. 2J606
Ho:uol~able Robert E. Washington, JOO Boush Stree1; r:orfolk,
Virginia 2J510
John Ingram, Southside Virginia Neighborhood Association,
Route J, Box 217-E, Petersburg, Virginia 2J80J
Honorable Peter K. Babalas, 415 St. Paul Boulevard,
Norfolk, Va. 2J510
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25.
26.
27.
28.
29.
30.
31.
32.
33.
J4.

35.
36.
37.
38.
39.
40.
41.
42.
43.
44.
45.
46.

William c. Henley, 1410 Bellview Avenue, Richmond, Va. 23227
Diane ~~athiowetz, 1719 Hope Avenue, Norfolk, Va. 23509
Essie Nash, 2020 Atlanta Avenue, Portsmouth, Va. 23704
Henry Valentine, 207 Lock Lane, Richmond, Va. 23226
f(argaret Dei trick, Gordonville, Virginia
Mrs. June Allen, Horth Anna Environmental Coalition
PO Box 3941, Charlottesville, Va. 22903
Bruce Aldridge, 409 Eight Street, IT. W. Charlottesville,
Virginia 22903
Christell ~rremdlay, 3443 Kingland Road, Richmond, Va. 23234
James 'tl. Rushing, 604 Pine tree Drive, Virginia Beach, Va.
23452
~rs. Gladys B. Keating, 5911 Brookview Drive, Alexandria,
Virginia 22310
Frank folte, 2220 McRae Road, Bon Air, Virginia 23235
Timothy A. ~cGay, Marable Valley, Goshen, Virginia
Bevin Alexander, Virginia Hotel and ~otel Association,
)00 \'lest Franklin Street, Richmond, Virginia 23219
Carl Griffler, 5605 Dodington Court, Virginia Deach, Va. 23462
Delano Fage, Richmond, Virginia
Taylor Cousins, 3415 fliontrose Avenue, Richmond, Va. 23220
F. H. Alley, 8127 Sawmill Road, Richmond, Virginia 23229
Robert F. Suddarth, 1230 Winchester Road, Waynesboro,
Virginia 22980
Bill Eddleston, Lake Anna Estate rrobile Home Fark, Louisa
County, Virginia
John Atkinson, Route 2, Box 104-C, Scottsville, Va. 24590
David C. Oliver, 2351 Old Trail Drive, Reston, Va. 22070
.Villiam C. Young, Clerk of the Commission, Blanton
Building, FO .Jox 1197, Richmond, Virginia 23209

jf;;a~rV;e~~
J1ll1am R. Trenor
Counsel For Intervenor
1:1926 Central Drive
Fairfax, Virginia 22030
October 28,1974

