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CASEa9~G-078"'-In the Matter of the Formulation '~~'fa~olicy 

''i.'", 

., ;,cRe9~.r4ing th~(R~~;~.::;:~r~~~~i!Jlt-.:Affp~4eQ!:to Expansion 
of'Gas Service intO ~ewFrailchise'Area~. 

·,t.,; .. ' . 

- ',.~.,. 

'STAT'EMENT' OF' ~bLIC~i-RE~~~tNG'AATE:TR~TM€N~ 
TO 'BE "AFFORDED "TO, THE ,EXPANStONOFp'GAS "" 
""'SERVlCE INTO"NEWFRANCiIISE'~EAS ' " 

,i,'," (Issued ~rtd")~ff~cti;"e 'D'~;~~e~' ii,,"i9~9r' 

. ',,' . ~ '.,~ ; 

By notic.~ .,issued AP,:il ;4.8, 19.89" ,we. illyitedcomments on, 

a p:r;oPo,s~,¢Lp~).ipy :~~9~:F.,P~--.llg ',rate tJ:ea1:!Q,eIlt "tq Q.e;afforlied,t6. the 
• . '. ~J . . .. '.. • ' " ..,. "" . . 

expan~Aon,pf. 9~;~"s~r~_}-ce, ill i; o. new franc,~is,~:t"areas. 

po~~cy eIlt~ile~the ~ollpwiq9, (:,cmcep1:s:' 

:The proposed, 

A. ~co110~ic" impac,ts ; pf, new eranchiJ~e ;projec.:ts would be 

"evaluat,ep on thELb~,sis of a J,ixe-yeardevelopment 

: . }.~: 

B.,,.pur.i.!l9 t.h~ dE!velqpment ·period, ,one ,half ,of the 

inves.tment" pl.us related 'c9sts(e.g. ,d,epreciation), 

would. b,e eJ[cluded from rate-making consideration. 



Case 89-G-078 

as provided in B above, would be afforded normal 

rate treatment as and when rates were est~~~~:~~h,.~~ i""':'~ 

after approval of the expansion. - ::'~ r . ."., . "t": i . .' . ~ 

D. 
... ~ ... ~ '.~;~ .:{ 

During the five'-year developme~t period, gas·, . ..•. 

utilities would be authorized to apply,;~;,"~~i-C;:har:ge:;i'" 

on sales to customers receiving gas service in the 

new franchise area, to recover ,all 9r aport,iqnof >"" 
<~;:,::<;,:, -' ,:L>f';;:;,:',: ,,') :,., , .. 'j :;}"(.>':i";,i""\,,, 

J~; ; ::,t~~::'~~~~¥i.~~,P~st~3,~S,~~~,i~:t~cf w~t~>:~he':'~~osts not 

afforded rate treatment. The surcharge might be 

adjusted during the development period, but would 
~:.\.:[~~';:.\~. \ /:{.(: ',> :~: ", ... :,; .~, ':-,. . ',: '::'. ~ .. :; .:. .:, ','" ~. :.-~: ," .=~~~ ~ ?-" - " ' .. ~ -

not e~f'~~~ :t'~~~,';~~~'~e~, ;:~,~"~F.f~;~ly'r~~~f;~:~:d· t'o 
customers, and would be terminated at the end of 

~ ,; ~.;"~ -. .' "-" "J.. , ~.-{ ::. v. , ;' ;..' ,"-....: ~ •• " 

five years from the first availability of gas 

service in the new franchise area. All prospective 

customers would b-e:~qvi~!:;ed;~lo,f the amount of any 

surcharge prior 'fo their :taklng servfce • 

. "the foregoing;' te'rms;' it colli.d be 'presum~d: that/the : .. ,:>," 

project had a reasonable" expectation 'of "stic:Ce'ss': "and"~ 

':',,' ,after the 'five-year develo~ment'per'ibd, ,the 

'expansion'sltrcharges . would end ~ the;'proje"ct would 

be included in normal rate-setting procedures, and the 

one~half of 'ratebase'that 'had' be'en "excluded from 

',' ·normal ratetreatmentciuring :the' five;;';year development 

, period would be allowed into rate base after that time, 
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Case 89-G-078 

net of normal Qepreciation accruals for the five years. 
': J"-

.,., .•.• 

: : ....• : ,~~, ~ . . . :'" ~.' . ": ' 

challenging the project's full inclusion in later'rate 
.. '-,,' 

" 

cases. 

CO~Emts ~ere recei;v'~d irom seven utiii~i'es. 1 One non-

utility party, Ferro Corporation (Ferro), which operate~ an 

indust~ial'~la:~t in Dresden, New Y~rk, submitted a letter dated July 
, , 

11, 1989 endor~ing the proposed policy and encouraging the granting 
l·j" :~<::,' - .... ;", i,.:: t : -, .") ,',' .• 

of a gas franchise for Dresden. 
; r', . 

The comments raise ~ v~riety of issues pertainingt~ the 

p~oposed policy;"they are discussed in' order. 
',f; : 

.. '. ~: ~. :,.' '.: 

NEED'FOR,A'POI"ICY 

Ferro state~" that th'~:propos'ed :extension of the development 

~; 1~~ .to :~ .. '" ,;, '-, !:,(.;.":.:':',:..:" ::",.< :;::.;:" .. ~ .. ~.',~~ .. '" 

are enc~ii~agin9 move's that c'ouldhelp "'bring econom'ic opport~'nit:'y and 
;';/);'~:::<.~. ~:;. . , . ' .. ,~~., '; :" ''j ,L! ..... ~,::.~.~ .. 

growth to areas that might remain forever depressed if a full re,tur_n 
~'., . 

"&,' •• ' 

on investment in the initial period were the cri'terion. Ferro 

believes -that requiring "the~tility to abSorb some develop~en't C~'~'ts 
. , .:' .. ,;;: .' .... -... ·:·.:~f:: 

is fair consideration for expansion that will bring Shareholders 
, ': 

;.. ,-

profits in the future. 

1 The Brooklyn Union Gas' Company (Brooklyn UnionJi Central' 
Hudson Gas & Electric Corporation (Central Hudson), National 
Fuel Gas Distr~bution Corporation (NFG),New York State ' 
Electric & Gas Corporation (NYSEG), Niagara Mohawk Power 
Corporation (Niagara Mohawk), Rochester Gas and Electric 
Corporation (RG&E), and St. Lawrence Gas (St. Lawrence). 

-3-



Case 89-G-078 

The comments of the seven utilities are quite diverse. '~ 
. ;'~.'"::. r;.~:.;.f\-' ,": ". ; . '. '~.. . ","I ~ . 

They range from NYSEG's assessment that guidelines are necessary so 
.. i. 

that utilities can evaluate their risks and make expansion 
. . ,'". '. . , 

:_, ::'; ',. ;.. w' • ,<' ~ ~ <" ... ," .~' t ~ :"~ 7";; ~ .: i,:;l 

decisions, to Niagara Mohawk's doubt that a pOlicy isneeded, given 

the Commission's, existing certification, ratemaking, and 
• <" ~.... • , : 

. .;", 

investigative powers. 
:.:.;", 

, 
,;J," .' 

Brooklyn Union, NFG, Niagara Mohawk, and RG&E believe 
: .. ' . .} ~ ... ·l" (: • :' ':..,;. ':':"; t .. : t'· : 

that commission policies 'should encourage the expansion of gas 
:~ ... " ~ -' ... ;~~. -,: .. " 

service', the first two citing goals expressed in the draft New York 
. ...; p>. -:i ~~~~ 

State Energy Plan. Brooklyn Union points to the State's additional 
.: ,,. .;.~:' . , ", 

. .' ~. ::: :,: ~ : 

energy policy advocating displacement of oil consumption. Central 
!.,: 

f.· .• ,. 

Hudson'says that expansion of service cannot be achieved without 

sOIne cross-subsidization between classes and between existing and 
:.., .:' '. ~", .' 

new customers, and St. Lawrence believes some subsidization of new 
•. ; ,'- '.. ,'" p;::;_{: ••.. {.i.\ ... ·.:··: ", '~.J: ··:···.t··1'·:(J·:;.i 

service may be acceptable since expanded availability of gas service 
...... , " ~','.;,','._.'.- .' :",<.;.,.- .~,: ;,. '" " ":;- ' .. ;~ ~ ",~: .... " :;! ~:;"'::(~;, 

?', \") ~,:,'J. ~ - -' 

is beneficial to all. Brooklyn Union, NFG and Niagara Mohawk oppose 
• -~ "'" • • ,_. _, -i,' ~1! <~ , ',>,' ~.. '", :: " '~' ;.~ t,:':::';'::" ~>; Y:;j 

adoption of the proposed policy, claiming it would deny utiliti~s ,a 
,:~,~'~, .... " i' ~,~ f"~ "": . 

reasonable opportunity to earn authorized rates of return in new 
~ 1 i ~, : 

franchises, discourage such investments, and fail to 9ffer 
~~. ", ".:.; - ~,""~::; . ':"":'1~~ • ~ ....... :. '" " ;;' ~.' 

potential rewards to counter-balance the risks of shortfalls. 

endorses the idea of guidelines, but questions, as overly 

optimistic~ the policy's expectation that a typical project would 

NYSEG 
" 

(,: . 1 

yield a full return within five years. NYSEG asks that any rate 

base disallowances be 'based on flexible assessments of reasonable 

achievement, and that alternative treatment be permit~ed for new 

projects when circumstances c;:'allf.o~it. 

-4-
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Case 89-G-078 

Central Hudson a'rid St. Lawrence artalyzetti'e proposed policy 

from;unique/perspectiv~s. Centr'al Huds~n sees the f'ranchise problem 
. . 

as afisin~ from the C~mmission' s review~ofcompeting 

applicat:ions~l 
":"':'.; 

Ml.i~h··of its 'submissic>Ilis based on a concept that 

the competl'tive eiexh~nt:fo~ters a '''~I:;eci~i ~'~~nomic 'dynamic," and 

that fhe'(ici~stionabf~, ~~onomics 6f project's are att~ibutab1.e 

prtIlciPaily'f()"ei~'gg~r'ated' clciims 'by parties to gaIn the competitive 

edge. aut: thosepbiri'ts go to 'the eva'lua'tlon of the merits of 

competirig appfi'catio~s,andCeritralHudsont~' pr6posedsupplen'Ient: to 

COl11l1l1ssion' regur~fion~; to requ{re evidenc~ 'on 't'~c6n~mic vi~b'ili t;" 

arid ttgas "pla'rit planning"i w81hdaiso pertaIn more 'to 'comparative 

analyses of compei:frigappli~atioIlS th~n cleterminatiOlts as to 

whether any certificate~··'ihbG':C~··~e::·issu~~\·a·t··~~~l. 

Sf:''LawrenCe Off'~rs "comments bilsed' on its start.,...up 

experience from 1962 ttlroughth~19'70S. " 
... ." , 

It urges deregulation of 

rates for newly franthisedlireas foreitended'pe~iod~; such" as '25 

years, ,and recognition of ""going value" whereby a utility could 

capitalize early-year los~es for recovery in later years as the 
'~·r:tts.,-·:' 

utility and its seivice area arebett~;-established. The former 

ptoposal would have the CommissIon abdicate its ratemaking 

responsibilitYithe latter was propo~ed by St. La:wrence'in previous 

I Five of Central Hudson's certificate cases have involved 
applications by competing utilities. 
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Case 89-G-078 

rate cases and rejected ,as retroactive. ratemaking~"l " ~>; r ". __ • , -: ~.~ .... : ~E ," .,·,.r·,~··~ (; .,.:::"' -, ," ~'- .. . .~:. ," 

wquld be beneficial. The par~ies that believe.the .existing·syst;em. 
,,·~;t:.: '~::-'; - -,'! ' ::.,. "'}':;.<) l~', ... ~ ~.~~.: ...... ~~-).'J':<"' :'.' ,',!" 

is satisfactory havej)ot answered the stated concern that no 
. ~ .,' .'.' ; (' ~.: ... (; .:.~ .• ~.... ." .. ~ -'.' ~,.:,., ~ .. ~ ", ,':' ,. , .. ;~< ~.;;, . ," /" ," ,,' 

,e~pansiq~s ~,n~o fn~~ fra~chis7:,area~ ,would "bre ,:be~~'~~>fa~le to~~~~s~,;,; 

conditions an~plai1 a~eordingly. Adoption of ,a PC?licy,.rat~er ~h:a~ 
" <:. <,,;':',; .~"t~ ~.~" { .. r.,': ~~. ~ . _~;- .. /.:..: J ...... " ," .... ,,;. • "-"'~ '.,.~, .. "~, .. : ,": ." ,- ,.," 

a specific regulation, will answer the concerns of those utilities 
~ .. ~., <>~:'~ w" -:" ',.-'.:' ;rt ~~: "'. " "_.,, ;!.:~<~~~~.. 1;:" .' :~<,;:':~'- p 

that argue for evaluation of-individual application~on theiro~tl 
';~:;:. ~':<.. ~i';:::~'-:-:~<~:'~~:':' ,(.:~" ~".::~.::'! ",:. ;;",. ~ .:.~:.,;"" ',~?r:->.;.·":~:\", .... ~.:·;~;:>-"·~ c·:·."·~~~·~~~~·;:~,·;,,·.,, 

merits; a policy will offer guideli,nes but permit consi4eratioll of 
'::~ :-:, . f/~. .... ." .. : -.. _1 .' .'1'. . .~.. :.:...~ .v~' .. -.. ; s'-. . :" .' !'.,;" 

other factors upon adequate showing by an appll.can.t • 
. '<.' """.', ~:'<'.~ \" ,1~'" ,,"" :~:y.~ / ~. L", ~~\::::. :'~'C' ) ")"'.',:.:,' 

FlVE-lEARDEVELOPMEH"l' Pli=RIOD 
.. ,~:~~ (',:.: ........ .;::;-":;~' "'~', ..... ~.,<.. : .. ;'. ... ~. ).' 'i.) 

The utilities agree that franchise .proposals should be - ~ 
.:- . . . .... ,.~:::." .~ ". .~~ /'" .'.~ ~~ .. ~:~, .. .' ~,'.' . ,', .. ':;j.~ .. ' .. 1 

reviewed on ter~s longer_ than t_he thre.eyears, for,. ,whieh. 
~.:..,- ":f~~~\ :,' ;~~:'~~".:.:,( ,;' .... : ... .!" .• :.~ ,;;,,,.;'?': :.7- 'r ':.;'>~.; ~~r-." .,':;.::..t.,. ~t.;·"., ____ _ 

proj~ctions are requiredby Part 21 of our rules. ';Brooklyn Uniot:l 
: .>: :~ ....... , ".';; ~:{:~'<".-" : .. ,:-~.:'-':'(': ," "'::~'5' ~~ ", -;. ::". ..... .' .z~' ~.-:~:;./~:,.{,;":: .. , .. ;~~: .. 'f >.' .. ,< .. ~ ':;-::"~":' "~'.,~ 

asserts that invest~ents in facilities· that will provide service for 
~:-i.~-"···;· ";:," '?:.~ ...... , .,:' .. ~i<'j"-":: .. :-;·:· ~~.:. :"':;':~:' .:"';.':' :~(" •. ~;'~". \. ',' .:: :-:':' v·:·~'.~· 

fifty years cannot be economically evaluated on the basis of a 
... ,; 0 " v " "'''''.' ',,'. " '" ,: - .... , -·' . .- •. ;.·F:'- p--, ;,~~_, ""-' - ,-- ,'., " .,.,.;;..:, ...... 

short~term analy~i~,~_ .- s~.,~awren~.7.- ~o~n~~ ... ~ut_ith.a·~ i~ dig.,~ot.., ; __ ;, 

realize a profit during its firstt~n years of,opera,tiqn. Theq~h~r 
r .. ·· ~<;;. ~., ".: .:. ':: .', : .0;. '. '. ' .. "~',': •. " :~':<."~ __ .. ~-Y .:! 'y~; ~:.'.'~" -j •• : ' ...... .' , ," .·:"~,';:} .. C,~"j:;::, 

companies believe evaluation on a five-year basis is reasonable, 
'. . j "~~" .:,. '.' : ,-' • '; . '. . '" ,'.>. <"', . :,~,':,' .' 

1 Case 26111, St. Lawrence Gas Company, Inc., Gas Rates, 
Opinion No. 72-8 (issued March 29, 1972), mimeo p. 10. 
Case 26678, St. Lawrence Gas Company, Inc, Gas Rates, Opinion 
75-8 (issued April 17, 1975)~ miin~o p. 2~ 

-6-

) 



) 

Case 89-G..,...078 

though RG&E would additionally require a showing of economic 

feasibility based on a 20-year net present value analysis of cash 
. ,;--

flows resulting from the project. 
'''£ -". ,: .' 

A five.;...year development period will be.adopted. It 
".:;i/.,i... ". . ,-. . ' " . 

reasonably balances recognition that attracting customers in new 

franchise areas generally tequires several years, and the difficulty 

of reliably 'projecting 'the IOI1~-termeconomics of new gas 
• ",., ._ '. '. "-.J' " _".:~; 

service. RG&E I s proposal for a requir~'d net presE!nt value analysis 

of 20-year cash f'lows ~ould similarly be of limited benefit because 

of the weakness of long-term forecasts~ 

l_.J" • i.... :.: : " 

The proposed policy would exclude one.;...half of the 

investment, plus related costs, from ratebonsideration. 

Comrilents 

Niagara Mohawk argues that excluding one-half of capital 
". 

in~estments for five years w,ould penalize a utility interested in 
, .' , 

developirig new territory. It maintains that existing processesln 

certificate and rate cases permit adequate review of expansion 
:, _ '. _ .,.'.. " "i ;._-~:;. "~ " • '. .,;, ."..- .~ 

projects and costs, but it offers rio guidance on how an application 

should be judged other than considering " ••• the propriety of the 

business decision by the utility and the economic feasibility of the 
, . ' I 

,project." Niagara Mohawk goes on to ask whether the one-half 

I Comments by Niagara Mohawk Power Corporation, p. 2. 

-7-



'Case 89-G-078 
,.-

exclusion should continue for five years even where actual 
; : ,-:.~. :." ..... '; ~ ." "", "T-:,.,' 

~"~:;", .' >. 'l ',~ P ~~ ~': :::-
Brooklyn Union claims the proposal does not enc~rtlpass 

~:.: :"','.': ,", ,: .. 
~ :. - ~ :r~ ' .. :" . 

incentive ratema~ing, and sa,ys th~t if one-half of the investment is 
:. -:,~ .. ~1. : .. ..,.. ,;,,:"'~.' ,'.' : .. ~;·~ .. t "-'~-"~' ~ ,;,', ,';'c',' 

excluded from rate determinations, one-half of the related revenues 

and expens~s sh~~'id ~~ aifor'ded '~imilar 'trea~~ent~ .', c~~~r~'l;~~'dson 
asserts a ~ett~~ alt~'~'~~~~iv~"t~ ~rt~-hai'f'excl~~i'~'n wo~';{d"'b~' t~'i;·'i.t~ ; , 

:;:,,-
',::-:.: ,,' 

exclude the average percentage of the investment that m~kes the 
\",: \' : t .... <C.. :", ;' .',: ' .:' i. f':': c,." .'. .': "ij ,:' r, ',:' ' .. ' k':' ;-:; "':'... ';c" ". ".f' ., ':; 1: " .... ' :,,-;, . c·." ", -' .... ,". 

economics unsatisfactory over the ~ive-year period~ while NYSEG 
~~\r .. " .. '£_-." , . .,:.. ,,-' :.,:.~ '~.f':': .~.,...~. " . ~ :'. " ":':~~i···.:::·~ ,'.'i·;"·>' ." ~:(;'-:~,:.' '--~'~'- "'. 

suggests that any exclusion be decreased as increasing. revenues 
".~ ~::- ~. • .' ,,1'. ',"" .~, :'; 

justify' higher investment levels. RG&E'recommends that an 

exclusion apply only il}~:kd 'i~F~ti~··~~~erif~·t:'~hat, the projected rate 
',: { ..... . ~J •. ,: :" ,. .;'. !,* ..... ;"", " ~;, . ", : " . 

of return for the fifth year is less than 75% of the system average 
, ~ ~;.~ <: .. ; , ," ~'::i- ~ , __ ; ~~, ·~~t \'" ::~ .. : 

return. 

NFG suggests re90gnition of the five-year growth for a new 
. <~,;. ,', ' i' .' . i .. , h I ~;~: ;-~ . ~ :~~ ;. . ,:. "i:~ .. ~. ~t: 

service area be combin~d with an incentive to the utility, through 
,." ~ .~'r, ,-. . . ,";,".. • :".J"" .~':>.~-r:.-. . ~~~~;-~::.;\?'.f.::': 

progressive imput;:ation of the rev~nlie required for a full r~turn , 
" _._ • ':"~ ~~, .. ' •• ~ •• ;' ;c" ,- • ~~'.~'" .':' • ~':": ~ c .. l. ~/\. <~.-

on a pro .... rata basis over five years (year 1,20%; year 2.,40% ••• year 
~>. ,oj- .,.~. r:~.~".;. "-, -:' ~:~ l'" ! ~ .r~·<",::;,:,· 

5,100%). The utility would be at risk for any shortfall and would 
..•• :,';'!.r-~ .:,-'"}1· ~ ,;~. .,~,,~.:.. .-:::", .. ,-.. ~< _.'-:;""""'.:'.>:" 

keep any benefit above the imputed level. 
I;:. 

~ ; . . -.. ,' ~. 

As for surcharges, the proposed pOlicy woUld allow 
:;.' .". >,: . 

utilities to impose a surcharge on customers in the new franchise 

1 

" ,', 

Central,Hudson points out that with this approach, the 
excluded amount could be more or less than the proposed one
half. 

-8-
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.' •... 

area for' up to five years, and up to a maximum level that would 

recover the carryirig 6'osts associated with the excluded investmemt. 

Brookiyn Union and Niagara Mdhawk cla;;lm the surcharge might 

,be co~riter~prodhctiv~,damagingCompet:iti~/e positi6IlS 'and 

discouraging the addit'ibn of customeni at a time when u'tilit{es 'must 

b~most'dompetiti've;todev~lop,~ new ter'i:itory. In contrast, 

NFG, ~YSEG,' RG&E,and (to a lesser e~tent)Central Hudson; generally 
~: -

support the s{trchatge concept, provided i'tisoptioiial and flexible, 

but ask for various clarifications or refinements. 

central HudsonquestioIls how a surcharge would operate as 

to a fraridhise' area 'vis-~-vis a discrete 'project .withln an area that 

leads to a niuriiC:ip.il-~ide certification~ specificci'ily , it believes 

that asutcharge 'should appl~ uriiformly to the total franchise area, 

.~ not just the initial project, since the service to the discrete 

portion"of"'a municipalityaid§ the 'ecoriomic growth of~ther portiolls 

where gas service'may come later, arid th~plant inve~tIRent is' 

commonly mad~ to"serve a proj~c:t wi tti expectation o'f sales potential 

beyol\dthe iriunediate project area. cOIlven,ely , NYSEG asks 'that ", ,-' 

utilitiesbe'authotiiedto surcharge ail new cu'stomers' (i. e. sales 

and transportatiOn), but have flexibility to vary surcharges to 

different cllstoinerclassesln response to price sensitivity or 

competitive conditions. NYSEG)also suggests that surcharges be 

spread over ten years (though recovering the shortfalls for only 

the first five years), to avoid creating large disincentives for 

potential customers. 

) 
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Central Hu_~sonalso question=:; ,the ext~nt, to whi~h '! __ ~til~ty -.. ~ 
. ~ :. . . / . 

believes would maximize the 
. .',.. . : ";c-f':"j ,~ . . i""_ 

Iila~-ket conditions._.," 1 a.nd 

economics Of the expansion considering 
} r,'.}! - .':" ';",". .' • . . , : : '. :"", . " ~: ," ::,: '," "~;,;.: 

the time when tl;1e mClx~_i!\um leveI9~, 

surcharg~ would be quoted to potential customers. _ '.' . .' .." '. " .' . .:.~ . " ", ..... ' .. ' , ... : . ~. 

" ~, 

NFq, asks that _~~e _policy allow~:unJcipalitiie_~.;~:q;_ QO~~JJ.b4~e 
.: ,.,' ,.,', <".' , •. " ,; •.•.. , .:_. '. ...•• "'. ,0'.-

to capi tal co~ts or provide other guarantees for, th~. illve~tltle.~t iJ: 
. :,. r ": """.: "', " : i;'.' " "'.. :' ~. , . ;,'. : ~~'. ~..:." .~ ' .. : '<:~ ~'!., ~ .. : .{}"'! ," :~J" ", 

municipal leaders wiSh to promote gas as an ,economic development 
,:', ! !. ?":';" , ....... _ ........ -': ;:~., ..• '1:. :.~': "~-;:.' . -.' '.:·i;·:1·-~~· . 

tool. 
-." ". ,'; '·.i ~. 

Only in rare instances will a new franchise achieve a full 
:' . ,,' '"j > . . , " ::: ; ?'t! :.... ;,:: '~i ".""! £:7- .> 

It is more lik~ly th~t '9, ~ '_ : 
~.; "" C·~..:·' . :: '.,: " ., .. : ~ ': : : ~. : .I' r .:;;:;'.), ~ ~.:~, "":; '" 

project will earn littler if anYr return in the early .y~ar:sand_, 
~ ~.~'; 1 •• : ••• ," .', •• • t" -".:., ; ,.J.": .1':.,~~" "~.{- .. : ,:,~., ; ""'.; :.' .;':~: .. .f.' ..• 

gradually impr~ve as customers are attached. In that c~~e, ,t_h,ere . ;:J 
; : .' ... ~<.~ ~ .'.. "~ ;..: ' "', " '. • '-", • '.,,,,, •• :; : •• "! .~ , ., 

would be a shortfall to be allocated among the util~tY7ex~st:,t,ng . 
" •. " : ': '.,,: .," •• ,.. ", .: .-: 'f" ~.?.: :: . ,- ~' ;. '. : /- ' " ;.: .. <.; .. ~'. ; 

ratepayers, and the new .franchise customers. 
, ~'" .' . ,!.: ,;~ ; -~~.~ ". '" '.;:.. ',,~ ';~:;" ::~. ' 

it is reasonable to ~xP.ct 
..•. 'V'i.":·:· 

th,at the expansion willb~benef'icial to 
. ::'; .-f'··~":- )':;'~-' 'J ' ... ·:f';.;.:-··'. ".\~-r.-: . .,.. .. : .. : . ,;:"",;~:,"', i .. ". :.;; , 

exi~ting ratepayers in the long _,run. T~elong.;..t~rm b.I1~ f' i t _ c::a·I} be 
, '~ , - .. ' .: ". : ' ;... ~' ;..... ...- ,~.,- (-: ,...- '. " ", " 

recognized, and the development costs assigned to qurrEj!nt 
. . .-:.. _ ;~"~ ,~: '". . .' ' ." .:~ ~t· .: -, . '. :.::. 

ratepayers, through norlIlC11 rate tre~tm~nt during th~ qev~lqpmel1.t 

1 Notice of Proposal to Issue a Statement Concerning New Gas 
Franchise Areas. Request for Comments, issued April 28, 
1989, p. 6. 
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. ,. ;.; : .. ~ . 

The ;investment, revenues, and costs will be reflected in period. 

any rate p~6'c'eedi~9s "~c~a~ri'~gduri'rig th~d~velbPmeri~p;eri6~~' and 

overall' :re~'~nue r~qui~~~~nt'~ will i~clude"'s~ortf~ll.'~ ';fori~~~;~e~~ 
i .. :' :~. : :..;: ;: .. i1.l ~; . \' ... -.~ ;'. . ... :: ,,; .... \... " .' " ....... :~:5 .,: :....~~:~/~ . .,.: ';.;,; ·'.,7.··.u~ ';. 

franchise. No exclusion,s, implltations or surcharges will apply in 

proj~~t~d to ear'I1' ~';f~'ll . r~f~~"n by the fffth year 6t':'th~ d~~:i~~'pment 
period, "the"~isk ~i"failur'~'~ili"havetob~~~;~~i~rted 't6 '~'h~'u~'{;i:i~~' 
and' "cu~toInersi~ th~"new area ~ 

, ,~.:.:., 

This can be accomplished through a 

~~a.iiabifit~'()f a newcj;~t6mer' ~ur~~ar~~ (t'~aliow' t~~ "~'f~l'i'ty;o;'" 
tr ansfe'i sb~eportlo~' of ~h~ r is~' to, ~~d:~'ec6~~~' some '~f'~t;~:' ',~':2 J.~ 

. 'J' '. :: . '" ""':~ .. 

excluded costs from, the new customers). 

th~'utliity to ris'k of any Shb~tfall from ;;." fdl'i allbw~d"'ret:;n, ~'~d 
li'mi t' the~pside opporturiity 't'o '~'h~ levelth~t lwouldachiev;\';"~'~f~'{{ 
return. 

pr~'j~ctwould'r'~~quire '~ver the' fi~e-year' develdpment 'p~ri~d {)~;~~~~d;r 
to' 'reaiiz'~ a .'t:a~get< return, con~id~r ing '·a:i.l~f'the"'~el~t;·~d·· cost'~ a~d 

,;' , ;' 

'. _.... " .. _, ~ ~ ': .. ~ ...,' '~ : .~ l. ~:~; '.;, J. r:".:'. ' 

imputed in rate proceediIig~ occurring during the development period. 
\ . 'I~} ): ",: .. ,- :::.:~ :.' 

The imputation will remain constant during the five-year period, and 

parties in rate proceediri(~is' will have but one identified adjustment 

(the reveriue d~ficiency) to deal with. 

-11-
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The utility will be allowed to levy a surcharge on all 
"i .. ~. ,,_ _ " '-' ;:," .:::.~:::: ': ':,', ..... /;!. . , .. ~':; ... ' '. ,_:;.~;~.li· 

sale.s ~de in the n~wfranchise area, during the five:-ye~F 
;'>i-.. :~.: ~:~.:>-':} ···.r' :.:.'. . ~.' r C::,' . ~.'~ :"" -',~. , .. ~.,;:.) .... ; .. < ..... : /··>:,··:.~cf">·: '" .' -. i. , , ~-.. ' 

development p'eriod, at a level no greater than that needed to 
,J :: J l~ • ," _".,:'. ,,' .<"' ", ~~ '. ;:' .. : ;< - ;-, • . n ;:: e',: ';.!:. ,-

;:J.'':; " 
{ .' ,:~ : 

'. _ f"i-;"-

recover the imputed five"'yE!ar revenue sl:lortfall~ The m.aximum 
. ~.j .'.,~"(: ",": -', ", "- ~ { ~. ft~ •• " .~ : .~" : ..:: . '. r'.., ~';'. . ;~'; ;' < , > •• ..' .... ' c 

surch~rge will be calculated on the basis of an equal uhit 

assessment to all sales and transpo~tation volumes, and the 
j c. '!' •• ;: ~ f~ -... ;.::\ ',:, ~;' :> :~, :.,: . ;~~.~/' { ,i- :,.:; ::.' .. :( ~,-\'! :'", ,:, .. ~ . 

imposition of surcharge~ up t9 that level will be at,the di$cret~<?n 
;:. . . ;~:: :.;: . " ... ,~ . '::" .. 

o·f the utility. Because the circumstances o~ each expansion are 
~ : .. -~; '-. :~: .... ~} '~.:~ i1 - ~ . . 'f. .; "_ ,"' ~ -. J .. ,~,~.:,. .:~ 

U~i~~~:~,~;,~d i~~,~~~j~se. Il1~,~"k~,F~ eondit~,~ns c~,ange "over t~me:".~~\~ utili~~ 
mayoffe.r reductions to individ\,lal classes. For example, small~r or 

, ;,' .' . ~- '.' ; ; : .. ;'; =:.': 

no surcharges' may be warranted for mo~e competitive classes, i~ the 
''- .~ : ~ :~ ,:~' ",.: ~} .. '~' ~;. \'" ::::: .L " ;.: ~ .~ ' .. t'-' :.- ,'- , . . .<' "'.' ,. ~.. ., (' . '! ~ ... ~. -:;', . 

attachlnent of tl10se customers would benefit .the system but be 
'~;.,.:··;.:f :;~:' .~ .. ~~~ .. ,.(,,; ;:~ .. ;\: ,'.\:,::"\ ~:':;"" "i.'." ::";' V'l' ~ . .:."~{": .:~':.~~.} L." 

precluded unless surcharges were reduced. The reduction of a 

, surcharge to a particular class, however, W.~l~! .. ~e",.at ~,~.7 uti~~~i::I;:~(., ;~ 
, - .,.... . '., ~-~.,; ... , ';"''';' ... ' 

ri~,ka~,~ .;~~~ not resu~~. in a greate~'i,~~~~ .. av~rage sur~ha:,~e to other 

cl~sses. Fqrther, during the five ... year period.the utility may at 
"t~' !j. "'~-"'''i L,:::~;;.·/·:·.r >\: '- .,.: ;, -< ,'" {:'>{~::;~. ;". ·t~:~ : ...... " ';~'''::;' > . ../<:> T 

any time reduce or .eliminate surcharges entirely if it believes tl1~Y 
;'v ... ~~!(·~~· f~ r:'~,/.~~,';;~"L·:: :~.~~.iJ~.~··,~ ,,:·.·'.~1 .~~ . .'~-; .. ''£ \,:- ~:~.::: __ ; '~;' '.:.':- .".~(:,.,. .:"~i::::.~~ 

are no longer needed. t9 achieve a full retu~n or are coun~er-
".~.;r~_.;·:·,(·h): '~J.' ~"J:}t;.~ .. ;' :.;'-~. .~:., , ... " ".~.' -~r:. . , .. :;.~:;~.'.~ 

productive to development of the area. (Since surc~~rgescould be 
"-;;l~'f'<; ~;,"' .', .• ~,' .'~{'.' ',' ' .. :*!,,£.; ,. :)"'::,"~:_ ~ ·~;~:~!·<r ". ~.:: ~'. : .. :'.:'.'., 

applied to further expansions in a given franchise area, the level 
",~~{~'." ~:: .. -r~,: ,::;.' .. 1;,1~.~ '~ ... :~~,:.:,?\,." ~. - '}\'. ",,;' ~"".' ~" :.~ ':'~':. _.",;,<. 

of unit surcharges necessary to make a utility whole may decrease as 
~. ' •. ' •• '!:" .: '!.;' ~~ J ::...,) ~::.- ",~ ;_" ;' :~:' ,. _: ,;' ." l· ;~", ::" ,.~. 

sal.es increase.) 
.... .. 

Finally" contributions from municipalities or 
'. '. ;, ',: ~ .:;:: ' ,', ;. ;-1" ~ .: .j. 

'individual customers will be allowed as offsets to the need of 
... ~.t:, :, . >~ ';, f :'~"'~" :~.c" 

surcharges. 

The utility will, in effect, be held to the projections 
,'~ . 

adopted in the franchise proceeding, and both the surcharge and the 
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lmptitationwill be established accordlngly'.~ This will' produce a 

sgtf-""poitcirig situation/ since a low project..lonof the econ~mics of 

anex~ansioIiwill resuit ,; in'a hi.9triinp~£atic5ri in rate cases ~hiie' a 

high projection'wi1.-1 limit 'the leveldf~~rcharge ~1iowed. 
, _ ' .. ,' ... _; __ , \-.; {,: ~".'; ,~; . .'1\--'-/' __ .: 
RELATEDO{JES~IONS 

,: --: 

In addi tiont8'cb~~'hts'on 't.heproposed pofiey, . responses 

were i'nvited 'to the fdlio~ing::reiatedque~tions: ' 

1. If an expansion is accomplished'hya~ gas utility tn 

'accdrdancetJith 'thi'sPolidy,' shduld .It'be deemed to be 

2. 

chcHlenge to'pruden6e"be altoJ~d? ~", 

Should alternative treatment be affordedfo~ exp£nsi6n~ 

where the: economic impac'f is minima'ldue to the small scafe 

~'fbfa' project or th~ ex'pected achie~j'emerit ofsatisfactoty 

rates of' return very early 'in the deve16pnteiltperiod? . 

With regard to ,the first question,ceri'tiaiH~d~6n~~NFG, 

NYSEGi 'and RG&E claim certification und~r Sec£ion68 of'th'e Public 

Service Law should be det:er:minative of:thepfudence":of the 'p~oject' 
,c--;" ,; 

and the investmEHit~' Expansions completed, in accordance with the 

certificate should not be 'subject 'to later revi~ws, except for' 

matters such as project mismanagement or excessive c6stsreiati.ve \'0 
originally proposed plans and service. 

The companies make a reasonable argume'ht that if standards 

are established in the form of guidelines, applications which are 

,approved as conforming to those guidelines should reduce the risk of 

future findings of imprudence as to the decision to expand. 

-13-



Case 89-G-078 

Therefor.e, con~QrmiIlg ,expansions will, b~ara. r'ebuttable presumpt;i,QP 
.'. .-. : ,i ~:. P.:'< -.; - -.- .. " <.- . ':" "';;.:.":' ~.' c;'. ·<·'l .. ~ . :.-.: ,.l-~~~~~; 

actioI1s that lead to,exc~ssive costs; or expans~ons iSllown t;:oll~V'e" ",: !~}r r;~·:· ::"':;'./~i::.::":' .; ..... :~ .. :: :. ;; .. :. ·.'.:-..·~~·:·.~'.~F:· .~:~~J~.;: ~.-. ,: . [t;';:f::"~ :~. ~"':': :",' >~.:' {'·';._,:,3 ~~ ,-

been b~sed"on misrepresentations .or ,o~ }~,at;~ "Ot; fo.~~cCjl;;tl;a ,t:h~t 
:- '\'<;~'<'::.,,~_:~~ ·;;s~ ··~:~(:~.·1~:~;'. ~t.'" '.;~' ,,", ;>.~.~} .' ",,'" ·~·t":·~, .... , - " ":"~<~': ,. -'-:1 "~t-;:' 

prudent managers should h~X~':i~I?-~,~,9, ~,~,!,9~,:~tnaccurate, outdated, or 
~;:"..'.:"· ... 3·,< ,_: ~'''';;-'\'-~'''''''':!::;''_, -!~::":":':':'j>";- ~: .... <-:.. 

otherwise flaw~4 •. 1\S in ,all pruqe.nc.E!., ~;e;~~!n9:t.iql1$1: t:b~ judgment 
'~:.;~.~:_~' ~~._~; .. ;: .. ) .. _ '.'~)'-~ \:~'.~.': "": :'. >~~~.:,; .. .'~ ~~."; .. ,: .:', l :.':~""r.>~ ..... ~.:., .. : .. ". ': 

will' be based not on hindsight, put; on h9W ,~ p~,uQ~nt pe1:'s9n would 
.'. "\:'-;:": :"~;~; •.. ~ ," .' ,': "f~: : .. ': .... ,i~~.:.!.":.:. _~"·,.:·1 :-::1" ...... '" . "o_~;.~ 'f~,: . -~~"'1"''-'''" 

have acted in the circumstances. 
:", ~ -/ • .-: &~.! i ~-'"';'. '-.{:: f" .~-.'., ... , ~. :- . :.: ':.~~ 

f,e~~}~J?~;~P~ :f~,r,: :'i.~~~j~~;t~ ,~m-:~7'f!:~e,,~;9::~},r.,~;t;vr~ ,i,s "I>ro~~7~~q. EO be 

aChieved by the third year ;~Y~EG argue~, ,l.tk.e~is~ q: _,t~eJ:e ,will be a 
':.~"'-I>.::,'.";";, ~ ,';::_~: .<-~~! ........ ;:i ~' . .' I .'"!';,~~~:.~.-, "f:.;"',' 

yea:r:s ••• " ,,1, an,d RG&E advocates exemption if the eifth Ye~I; ,return 
... _~,).}~"' .. : ''"~'.:'.; '" ... \1f .. ,.~ -' J :';.':··L ~.' .: ;::·~:··.~··~-~.·l~'· : . ':.;;:,::~n.;,' ... ."/:, .. ~",:':'" .... :' :', · .. ;--'·-t· '\' 

exc~ed,s,,~5~ ~~"t~~, ~~~~;~~~,c;,~:tufn. ,t~~ ~,~ic¥ l>~!n~,!ad?p~~>d grants 

normal rate. tr~a.t;l!lent ,fqf PJ:oj~qts,e~'peqt;e~ 
. /"": < :~ ··t~"''"·':JV,:!~.;·· -. ~; ... ~ 1 .) '." '; ~ 4· . ..;.. ';~ A_ , 

the ~!~t,t~ f¥.:7~:7'rl(~~~3~,,(P • . : +q~\ !.. . " ,:,;,' 

., ,,',~FG '1~o~ld ,~~?~~!~ pr,,9Jec~,~: ~+th rel~tiY'1ty,:,sm~~+ inves5~~t;lt 

in relation to existing plant. Central HudsonA,nd ,~J$EG.def~ne",.-" 
J.:~.;:::~ .. ':.~; ~ '::;"1"'" .L::'·.i :~~:'~.~::'~'!:~',,~" 1:;,~- :'., ,." ::~ ... : ".~',' '~S'·.~ ~~. . '.~' .~ .. ,; ...... '.: l' '~.--...:\~:,. ~, .. .J' .;. ;.,,'=:;-, 

existin.9 plant. Nti~;:~' 9ffer~ a furt~,~r""ag9~egat,e <7~p,,?f 2% ~qr,; 

mult~~le projects in: any ,year. 
.:,- .~. ":' ::' .:·:?f~'., :':"'.- \: & -' " - '}~;; ;:.:,.' :, .. :.:::':. ,'.; ;',< r i 

Establishment of a fixed tQ.res~c:;>l4;; tor ~,~~~t,~9n, 
i : .~. 

'!.." 

1 Comments of ~ew York State Electric & Gas Corporation, p. 3. 
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Case 89-G-078 

utilities suggest a'small project'would have'little impact on 

exl.stlng cu§tomers, :evenif it did 'hot show'ecbnoniic feZisibility. 

But the:'irtrpact 6nexl.sting customersi~onl~ one 'factor to be 

CohfHd~r~d~and:tfiesfaridardsshouid not emcourage utilities to 

proceed, with unreasonable expansions. wi thbut ~xen1pti6ri~;' large and 

small p~ojectsiwill'~a6hbe e"alllated onlhe basis of relative 

rewilrds' and' r isks',arid ' the' econ6fuicsbf ' a" pI-6j e'ctatenot 

neces~a~lly cotielatedwith its size. The policy ~illfocus on the 

economics bftheptoject} withotit regard t()''th~sddpe de'size of 

expansion!;." Finally, as noted, 'the POlicystat~n1~rit wili serve as a 

guidelihefor review, bllt utilities will be free to request waiver 

of the policy if .individual circ±timstances 56 wali:"ant. 

GRANDFATBJmING'" OF PENDING " APPLICATIONS 

'Niagara Mohawk 'asks that if a policy is adopted, any 

frahchiseapplicatioIis that:are made before" the new policy is 

fOltnallyadoptedbe: exempt fr6m treatment under the new policy. But 

grandfathering is not necessary here since the policy only 

establishes guidelines for evaluation and sllchguidelines could be, 

employed to evaluate 'existing appiications even if a formal policy 

were not adopted. 

CONCLUSION 

After review of the proposal and the 'comments received, we 

adopt the following policy as to the rate treatment to be afforded 

to the expansioh~f gas service intb new franchise areas. 

1. Economic impacts of new franchise proposals will be ' 

evaluated on the basis of a five-year development period. 

-15-
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'.:.~ 

.'""., 

2. 1:~.;;~ new ~~~nc~~£;;e. pro,?osal.ls .~roj~9~e?~9",e~En ~h ~~~e of 

,,,re.t:9:~nQYJge fi.~i:J::l ye~r: o~ dev~l()f)~ei!t, ~11~~ i~";~t;:>~e,~~t;.,, 
"r~' ;..:.':; . '. '.,: .. :"'" . ,"", <.. ."'.'-. : ": .. 

'. , ;~.:. 

" , ~qu~l,. ,~9 th~ allqweq ;r~~e,q~,ret~,J:"n f9f the. uti:~+~y,," ' 
,~.~. '. : : •• : .~~~ ". ' •• '.'. ..: ~._ '.'_ ;"' ... ~ "."". , :~...". ,"~'o " • '" "j:',""7' : 

,ffJ t ",isdE!~~rm~l1e4_ th~t: a . ne~ ;~an.~i].!slj!' :pI;6f)q~fi,1,i;~ 
'. -', ",,- "'-'" .,'., .,. . ••... • : ".* .¥ ".. • •• "', • 

pr,9jec~t;!d ~e e~H::nl~ss _ t~Clila~u~l tfl~t. qf ;.Fetutp",b¥«-. ~,~~ 
. -, . ~. . "' ... . . . .. " 

"fifth yeaI:,qfqe"'1!:t.opin~I)t, ~eyenuel~,~e:t.f;,f!~tab~~~h,~4.:,-~9,_ 
'.)r· :: "{ .,.". J. ,-- '. ..r.;. ", .. ," . ' 

~a~e P~Qgeec:nqgt;dtl:r::i~19 th,eJ~ve-ye~:r;:d~¢y,elg,pm~qt.,.,per~()_4'., .' .. ~'.} < :. ,:< ~" ... : ~?~i.' "" ... : .. ·~ .. f· ,~>-' ,,' , .1',' " :"~.-.' ,-,", .... '" • >-"c' " .• 

4. 

, wil~, i~cl-u,<d~. i.mp~t~t~onf,J~qu~~ "t;,Q ~h.e pr9j¢cted 9:R~~~ge ,-~,:, 
;" .' ", . ;;~ . : ' :.:r';'": ;' ';';'. . .' ,. L " .... ,.... ~ <"?" ~ "' ~ .. ' <: '. " ~,",. .. ",'. y .'. ~,., '~-" •• ,. ~', '. 

a ~ j- !/:t'q~ ,r~1el).~~ ?,d~;~g,i.e,IlCY ~tl~~l p~ the f~ YE!3¥e~V':: : c 

~",av~r~ge,.all!!ua~,de~~c~e,1'I.9¥t, ~~~~,p¢.~shed' at the time 

"o~, certi1:Jcation99,th~pa~;!i3,q,~ tq~,7prpjected, 

,estimates of all 'revenues, costs, and investments • 
. ;: ':;'1';' \' ,\>: ...., ("-!' . ...~ : :.:,' . .:- ".' .'~ . " ..•. , .• : 1, ,.. :~';' !,'t . ,." ' .. 1-: .-~,; '. '..; , 

b. 
"'",', ',",/" 

TheaIl,lQunt ,of, imputed "annual, deficiency" w~lli,:~ot; 
~ ·~;·'·:.l·.~J .. :.;''::~',-: { ..... :" "·~'M·"·.· ," "~ .•. ,"; ". ·,f· .. :' "., .;<" ;::' ~4..,.,,· ..... \;~:,it.~ 

",:,-- c, 

~I~ ;' • 
~~ £h~ng~q dur ,i.~g , th,~ <+i~¢-y~~~ 4evE!lopIpent : ,;>, ,j 

p,fl!r ioq. 
-... '." 

c . ContI: i,b':1tions ofc~sy~m~f's" qro:t1l:IliciJ?a~i ti~~:\,; 

toward capital costs will be allowed,and 
·.·r,""';, ,~; -t·'·: ,;', . ~,,~ r.' 

recognized ,to ,reduce revenue deficiencies . 
.... ~" .~., .: .. ',:;> ' 

If a revel)ue deficienc;yis found, ,utilities will be 
" '" .:'. : . '':- . " ,- -:,'; '. .' .. .' 

authqrized,:~o, assess surch~rg~sona~l sales in the n~~·L. 

~J:cmchise ~gea for a p~riod up to five years fro~"ttle" 

" commencE!m.e~t of ,gas service. 
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a • "A maximum surc:harge wili'"be"calcuicitEfd 'on "'the basis of 

the aggregate ,'f.t vJ.l:yearreve'nue'def i6iericy'di v ided by' 

t; ',' ,," 'total estimated ':sa1E!s f6i"the' firf3't""fi~e ':years: 

., ,-'~' : ':'s' , ,;" th:aiviau~l"~customet se'rvice':;'classifibaEi6ns and 

"'" 'stitchaig'es' inay"b~"ia.dj\i,~ted',dur in9>th~"deveiopment, 

,;"",.,; '~'-"'Y""'::period{ but+th~'unit::sur6harge':for"'a'riyj;6iass may not 

, "'development 'period':~'atthe;discietiori'o:f >the utility. 

;:..... .if ," . V 

d. Potential custorlietsiti'the;new'fr-ariCtilse '" area shall be 

advised 'of' the:"maximum'and~'expected::ievE!ls" of unit 

surcharge pridr:::t'a'tneir taking service> 'If final 

stirchargelevels{differCfr6mth6~~'preijiously 

deseribed in customer surveys, potential customers 

shall be notified of the changes prior to their 

applying for service. 

e. Surcharge revenues will be excluded from rate case 

determinations., 
. ' .. ,' : ~ 

f. Surcharges for ail customers in the new franchise area 

shall terminate five years from the commencement of 

gas service in the new franchise area. 

5. Extensions of gas service in new franchise areas during 

the development period, beyond the project for which the 

certificate has granted, shall also be subject to main and 
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,f:;ervice lineexte.nsion .rules ascon,taineg j.n l~ NYCRR, 

Part2~O, ~nd\lti~i ty t:CirJ;~s. 

6. ,~ew _franchise e~,pans~on,~ ~cc()l[lplJs;,h~d in accordance with 

J:hi,s ~91iSy.sh~ll beCir;il rebuttable.Pr;~~~IIJl>tioI1 of 

prudence,butut,i,lities wil"lremain ,sul:>ject to reviews for 
. . - -' ),,' '.' .:;;" ,": .;' .;-', :,,- ;:;. .' ' .. ' . ,.: .. ", - ','. ;, - -', 

expans~pnssh9.~nt?,hc;vebe:enbased on minr;epresentations 

or on, dat~ .P"f _.Jor~ga$ts th,.at 'i~f4de{lt. Il\anagers should have 

kl1owp,to be "inacC;~J;.ate, .,Otlt:q;at;ed, or Clthen'liseflawed ~ 

Subject to,such,pruclen,cech~llenges,.,normal ratemaking 
. -. ~ " ] ~ • - '-0; . , _ - ,: ~_,,, --.' ''-' '," • , -:~,,~ . -.': -. -', ",. ~- _ -. " ", 

prClc~duress;,hatl: ,apply, t,oall r:evenu~,f:; "c9~ts and 

investments after .,;,fi ve,y~ar;~~ 

7 •. Alternative f!tap,darc:is"or measurement of the economic 

feas~bilit¥?fne:w f~~nch~se ~xpansfoQs may be considered 

. by tl'l~" Conun is;, s ion ,UPClO ,adequate"'iSh()~il1gby utili ties. 
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,By.theCommiss ion, 

,Joi?-n.J. Kelliher 
Secretary 
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