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INTRODUCTION

By hoticg,issued_Ap;il_za,v1989;,We.invited;comments on
a pgopqseq_pg}icy,regggdigg’;ate treatment to be;affordedﬁto.the
expansiQn,prgqshsery}ceIinto.new,franqhise;areas.»;The proposed -
poIigy entailed the following,concepts:
A. Economic. impacts of new franchise projects would be
~evaluated on the basis of a five-year development
period. |
B.. During the development: period, one half of the
investment, plus related costs (e.g., depreciatioh),

would be excluded from rate-making consideration.
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All revenues, expenses, and rate base items, except
as prov1ded in B above, would be afforded normal

rate treatment as and when rates were established

after approval of the expansion. -

During the five-year development perlod, gas

utilities would be authorized to apply.a suroharge .

on sales to customers receiving gas service in the

.new franchlse area, to recover all or a portlon of o

ﬂcosts not

afforded rate treatment. The surcharge might be

adjusted durlng the development perlod, but would

not exceed;the ’evelxl‘“tlally reported to
custoners, and would be termlnated at the end of
f1ve years from the flrst avallablllty of gas
service in the new franchise area. All prospective

customers would be advised”of the amount of any

= surcharge prior to their taking service. -

'If a-utility proceeded with :an ‘expansion project on'

the foregoing terms, it could be presumed that the "

project had a reasonable’ expectation of success; ‘and "

»7vafter*thedfive-year developmentﬂperiod,*the

. ‘expansion ‘surcharges would end, the project would

be included in normal rate-setting procedures, and the

one~ha1f’Of rate base that had been ‘excluded from

" normal rate treatment during the five=year development

- period would be allowed into rate base after that time,
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net of normal deprec1atlon accruals for the flve years.
Partles would not be precluded, however, from N |
challenglng the prOJect s full 1nc1u51on in later rate
cases. | | | o | |
Comments were rece1ved from seven ut111t1es.1 One non- h
utility- party, Ferro Corporation (Ferro), which operates an | .
1ndustr1a1 plant in Dresden, New York, submltted a letter dated July
11, 1989 endor51ng the proposed policy and encouraglng the grantlng
of a gas franchlse for Dresden. ' - '“
o | The comments raise a varlety of issues pertalnlng to the
proposed pollcy, they are dlscussed in order. / S

NEED FOR A POLICY

‘Ferro states that the proposed exten51on of the development

perlod to flve years and 1mplementatlon of a reasonable surcharge

“are encouraglng moves that could help brlng economlc opportunlty and

hgrowth to areas that mlght remain forever depressed if a full return

on 1nvestment in the 1n1t1al perlod were the crlterlon. Ferro
believes that requlrlng the ut111ty to absorb some development costs

is fair con31deratlon for expan31on that w1ll brlng shareholdersiﬂ

“proflts in the future.’

1 The Brooklyn Union Gas Company (Brooklyn Union), Central

Hudson Gas & Electric Corporation (Central Hudson), Natlonal
Fuel Gas Distribution 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-
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The comments of the seven ut111t1es are qulte diverse.
'fhey range from NYSEG s assessment that gu1de11nes are necessary so
' that ut111t1es can evaluate thelr rlsks and make expan51on
dec151ons, to Nlagara Mohawk s doubt that a pOlle 1s needed, given
the CommlsSLOn s ex1st1ng certlflcatlon, ratemaklng, and
1nvestlgat1ve powers. o f : _ | ‘ .

Brooklyn Unlon, NFG, Nlagara Mohawk, and RG&E belleve :;“4
:that Comm1s51on p011c1es should encourage the expan51on of gas -

ervxce, the flrst two c1t1ng goals expressed in the draft New York

State Energy Plan., Brooklyn Unlon p01nts to the State s addltlonal

energy pollcy advocatlng dlsplacement of 011 consumptlon. Central

Sy il

Hudson says that expan51on of serv1ce c nnot be achieved w1thout

some cross sub51dlzatlon between classes and between existing and
:new customers, and St Lawrence belleves ‘some sub51dlzat10n of new
serv1ce may be acceptable 51nce expanded ava11ab111ty of gas séiélge
1s benef1c1a1 to all Brooklyn Unlon, NFG and N1agara Mohawk oppose
adoptlon of the proposed pollcy, clalmlng 1t would deny ut111t1es a
reasonable opportunlty to earn authorlzed rates of return in new .
ﬂfranchlses, dlscourage such 1nvestments, and fall to offer o
potentlal rewards to counter-balance the rlsks of shortfallsr rggng
endorses the idea of guidelines, but questions, as overly -
optimistic, the policy's expectation that a typical project would
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 permitted for new

projects when circumstances call for it.
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Central Hudson and St. Lawrence analyze the proposed pollcy
from unlque perspectlves. Central Hudson sees the franchlse problem
as’ arlslng from ‘the Comm1551on s reviews of competlng I
appllcatlons.1 . Much of 1ts subm1551on 1s based on a concept that
the competltlve elegent fosters a "spec1a1 economlc dynamlc;":and t

that the questlonable economlcs of pro;ects are attrlbutable

_pr1nc1pally to exaggerated clalms by partles to galn the competltlve
»edge. ‘But those p01nts go to the evaluatlon of the merlts of ’

lcompetlng appllcatlons,vand Central Hudson s proposed supplement to

Commlss1on regulatlons to requ1re ev1dence on “economlc v1ab111ty"
and “gas plant plannlng“ would also pertaln more to comparatlve

analyses of competlng appllcatlons than determlnatlons as to

whether any certlflcateﬁshould be~1SSuediat all
St Lawrence offers comments based on 1ts start—up
experience from 1962 through the 19705. It urges deregulatlon of -

rates for newly franchlsed areas for extended perlods such as 25

i

capitalize early—year losses for recovery in later years as the -

utility and 1ts serv1ce ‘area are better establlshed.- The former
proposal would have the Commission abdicate its'ratemaking

responsibility; the latter was proposed by St. Lawrence in previous

1 Five of Central Hudson's certificate cases have involved

applications by competing utilities.

-5-
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rate cases and rejected as retroactlve ratemaklng.l_fﬂ .
; » : The dlver31ty of the comments suggests a pollcy statement
:would be beneflclal ) The partles that belleve the exlstlng system
is satlsfactory have"not answered the stated concern that no
standards ex1st, and the partles that endorse establrshment of a;:?
pollcy aptly p01nt out that the ut111t1es and entltles seeklng
expansrons 1nto new franchlse areas would be better able to assess"
Jcondltlons and plan accordlngly. Adoptlon of a pollcy, rather than

a specxflc regulatlon, w1ll answer the concerns of those ut111t1es

that argue for ev luatlon of 1nd1v1dua1 appllcatlons on thelr own_-

n.,‘

merlts' a pollcy w1ll offer guldellnes but permlt con51derat10n of

other factors upon adequate show1ng by an appllcant. B

FIVE—YEAR DEVELOPHENT PERIOD

The ut111t1es agree that franchlse proposals should be

rev1ewed on terms longer than the three years for whlch

TN

prOJectlons are requlred by Part 21 of our rules._ Brooklyn Unlon
LR H

asserts that 1nvestments 1n fac111t1es that w1ll prov1de serv1ce for
flfty years cannot be economlcally evaluated on the bas1s of a,
short term ana1y51s.' St Lawrence p01nts out that 1t d1d not

reallze a proflt durlng 1ts flrst ten years of operatlon. The other

companles belleve evaluatlon on a flve-year bas1s is reasonable,»__

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), mimeo p. 2.

_6_
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though RG&E would addltlonally requlre a show1ng of economlc

fea51b111ty based on a 20-year net present value analy51s of cash

flows resultlng from the pro;ect.

A f1ve-year development perlod w1ll be adopted | It
reasonably balances recognltron that attractlng customers 1n”newwLﬂ
franchlse areas generally requlres several years, and the dlfflculty
of rellably pro;ectlng the long term economlcs of new gas -
serv1ce. RG&E s proposal for a requlred net present value analysls
of 20—year cash flows would S1m11arly be of 11m1ted beneflt because
of the weakness of long-term forecasts. e e AR

‘ OPERATION OF THE POLICY

The proposed pollcy would exclude one—half of the
1nvestment, plus related costs, from rate cons1deratlon.
Comments
B Nlagara Mohawk argues that excludlng one-half of capltal -
1nvestments for f1ve years would penallze a ut111ty 1nterested in
developlng new terrltory. It ma1nta1ns that ex1st1ng processesﬂih&i
certlflcate and rate cases permlt adequate rev1ew of expans1on *% V
prOJects and costs, but 1t offers no guldance on how an appllcatlon

should be ]udged other than c0n51der1ng "...the proprlety of the

business dec151on by the utlllty and the econom1c fea51b111ty of the

4pr03ect. nl Nlagara Mohawk goes on to ask whether the one- half

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

_7_
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exclu51on should contlnue for five years even where actual )

experlence 1s better thanwhas progebted. S o
Brooklyn Unlon clalms the proposal does not encompassimfg;

incentive ratemaklng, and says that 1f one-half of the 1nvestment is

excluded from rate determlnatlons, one—half of the related revenues

and expenses should be afforded 31m11ar treatment.{ Central Hudson

",5';}1:;. P

?asserts a better alternatlve to one-half exclu51on would be to

exclude the average percentage of the 1nvestment that makes the _
economlcs unsatlsfactory over the f1ve-year perlod, whlle NYSEG
suggests that any exclus1on be decreased as 1ncreasrng revenues

justlfy higher 1nvestment levels.‘ RG&E recommends that an

exclusion apply only 1f, and to the extent that, the pro;ected rate
of return for the flfth year is less than 75% of the system average

return.

NFG suggests recognltlon of the flve—year growth for a new

servrce area be comblned w1th an 1ncent1ve to the utlllty, through

progre551ve 1mputat10n of the revenue requlred for a full return
on a pro—rata bas15 over f1ve years (year l 20%, year 2 40%... year.
S, 100%) The ut111ty would be at rlsk for any shortfall and would
keep any beneflt above the 1mputed level o, -

As for surcharges, the proposed pOllCY would allow 'y:

utllrtles to 1mpose a surcharge on customers 1n the ‘new franchlse

1 Central Hudson points out that with this approach, the

excluded amount could be more or less than the proposed one-
half. :
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:area for up to five years, and up to a max1mum level that would
recover the carrylng costs associated w1th the excluded lnvestment.
Brooklyn Unlon and Nlagara Mohawk clalm the surcharge mlght
‘be counter-productlve, damaglng competltlve pos1t10ns and T
' dlscouraglng the addltlon of customers at a tlme when ut111t1es must
‘be most competltlve to develop a new terrltory.‘ In contrast,
NFG, NYSEG, RG&E, ‘and (to a lesser extent) Central Hudson, generally
support the surcharge concept, prov1ded 1t is optlonal and flexlble,
but ask for various clarlfrcatlons or refinements. |
SE ‘ Central Hudson questlons how a surcharge would operate as
'to a franchlse area v1s-a-v1s ‘a dlscrete pro;ect w1th1n an area that
leads to a mun1c1pa1-w1de certlflcatron. Spec1f1cally, 1t belleves
that a- surcharge should apply unlformly to the total franchlse area,
not Just “the 1n1t1al progect, since the serv1ce to the dlscrete
portlon ‘of‘a mun1c1pa11ty alds the economlc growth of other portlons
where gas service may come later, and the plant 1nvestment is
commonly made to serve a pro;ect w1th expectatlon of sales potent1al
beyond ‘the 1mmed1ate pro;ect area. Conversely, NYSEG asks that |
ut111t1es be authorlzed to surcharge all new customers (i. e. sales
and'transportatioh), but have flexibility to vary surcharges to
different customer'classes“in response'to’pfice'sensitivityvOr; :
‘competltiwe'condftions.' NYSEé’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 Hudson also questlons the extent to whlch a utlllty
would be allowed to f1x a surcharge "..,at whatever level 1t
] belleves would max1mlze the econom1cs of the expan51on cons1der1ng

1

market cond1tlons..," and the tlme when the max1mum level of :

surcharge would be quoted to potentlal customers.f

NFG asks that the pollcy allow mun1c1pa11tles to contrlbute

to capltal costs or prov1de other guarantees for the 1nvestment 1f
mun1c1pa1 leaders w1sh to promote gas as an economlc development

tool.

Sl

Only in rare 1nstances w1ll a new franchlse achleve a full

5

return over the flve-year development perlod, in whlch case no rlsk'

would be assocxated w1th the prOJect. It 1s more llkely that a. ...
pro;ect will earn llttle, if any, return 1n the early years and o
’gradually 1mprove as customers are attached. In that case, therefﬂ
would be a shortfall to be allocated among the utlllty, ex1st1ng
bratepayers, and the new franchlse customers.

If a new franchlse area is expectedbto produce a full e
return by the end of the development perlod (1 e, the flfth year),_
1t is reasonable to expect that the expan51on w11l be benef1c1al to
exlstlng ratepayers in the long run. The long term beneflt can be
recognized, and the development costs ass1gned to current

ratepayers, through normal rate treatment during the development

1 Notice of Proposal to Issue a Statement ConcerningVNew Gas

Franchise Areas. Request for Comments, issued April 28,
1989, p. 6. '

_lo_
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| period: The 1nvestment, revenues, and costs w111 be reflected 1n

any rate proceedlngs occurrlng durlng the development perlod, and
overall revenue requlrements w1ll 1nclude shortfalls for the new
franchlse." No exclu51ons, 1mputat10ns or surcharges w111 apply 1n ’

(g8

this sxtuatlon.

If, on the other hand, a new franchlse area 1s not

prOJected to earn a full return by the flfth year of the development
) 5
perlod, the rlsk of fallure w1ll have to be a551gned to the utlllty

@

and customers in the new area. ThlS can be accompllshed through a

ratemaklng exclu51on (to a551gn the rlsk to the utlllty) and the’

ava11ab111ty ‘of a new customer surcharge (to allow the utlllty to
transfer some portlon of the rlsk to, and recover some of the

excluded costs from, the new customers)

‘Dlscu5510n and Conc1u31on

In llght of the comments recelved, our pollcy Wlll expose

i "-.e..c i
R

the ut111ty to rlsk of any shortfall from a full allowed return, and

‘11m1t the up51de opportunlty to the 1eve1 that would achleve a full

return. The mechanlsm for d01ng so w111 be easy to admlnlster. ,‘
The average 1eve1 of addltlonal annual revenues whlch the

prOJect would requlre ‘over the flve-year development perlod in order

to reallze a target return, con81der1ng all of the related costs and

expenses, will be determlned in each franchlse applxcatlon and
imputed in rate proceedlngs occurrlng dur1ng the development perrod.
The 1mputat10n will remain constant during the flve—year perlod, and
partles in rate proceedlngs 'will have but one 1dent1f1ed adjustment

(the revenue deficiency) to deal w1th.

-11-
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The utlllty w1ll be allowed to levy a surcharge on all_r - ﬁ)
sales made in the new franchlse area durlng the f1ve—year . :
development perlod,‘at a level no greater than that needed to :
recover the 1mputed>f1ve—year revenue shortfall.y The maxlmumiszﬂﬂ
surcharge w1llAbe calculated on the ba31s of an equal un1t" -
assessment to all sales and transportatlon volumes, and the

1mp051t10n of surcharges up to that level w111 be at the dlscretlon

aof the ut111ty.» Because the c1rcumstances of each expan31on are

:‘ ...L. 1

unlque, and because market condltlons change over tlme, the utlllty

~ «,.,.*;3.

may offer reductlons to 1nd1v1dual classes. For example, smaller or

no surcharges may be warranted for more competltlve classes,_lf the
' attachment of those customers would beneflt the system but be

o SR

precluded unless surcharges were reduced. The reductlon of a

-

- surcharge to a particular class, however, w1ll be at the ut111ty's g:).

rlsk and may not result 1n a greater than average surcharge to ot,er
B TIA 5 & (U :
,classes. Further, durlng the flve—year perlod the utlllty may at

any t1me reduce or ellmlnate surcharges entlrely 1f 1t belleves they

S

8

are no longer needed to achleve a full return or are counter—
productlve to development of the area. (Slnce surcharges could be

applled to further expan51ons in a g1ven franchlse area,vthe level

Pl s A

-

‘of unlt surcharges“necessary to make a utlllty whole may decrease as
ksales 1ncr55£é‘) F1nally, contrlbutlons from mun1c1pa11t1es or. 1u
'1nd1v1dual customers w1ll be allowed as offsets to the need of -
surcharges; ‘ﬁ ; T‘ _ _ | _
o The ut111ty w1ll, 1n effect, be held to the prOJectlons

adopted in the franchlse proceedlng, and both the surcharge and the

_12_
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imputation will bé ‘established accofdinéljfdfThls;Will'prOduce a
self4policing situation, since a‘Iow'prdjéctlon‘of the economics of
an’ expan51on will result in‘a hlgh 1mputatlon in rate cases whlle a
high progectlon w1ll limit ‘the level of surcharge allowed. R

* ‘RELATED QUESTIONS

“In addition to’ comments ‘on’the proposed pofféy;'régééﬁ;éé°
wefé’1nv1ted to the-follow1ng related questlons:' Co
1. If an expansion is accdmplisﬂed“by‘abgas utility P
*accafaanee*Qiéh“tﬁis”§o1i&§{’sﬁénid itkbe‘deemed to be
prudent° If so, “under what condltlons or standards should a
challenge to ‘prudence ‘be allowed? =~ "%~ e R
2. Should alternative treatment be afférded for eipékéiaﬁs
' where the economic impact is minimal due to the small scale
“6f ‘a project or the éfpected achiévéﬁéﬁeléf'satisfact6f§
* rates of return very early in the development perlod° ‘
With regard to the first questlon, Central Hudson, NFG,
NYSEG, and RG&E claim certification nndér Section 68 of the Public
Service Law should be determlnatlve of the prudence of the pro;ect
and the investment. ExpanSLOns completed ‘in accordance w1th the |
certificate should not be subject ‘to later rev1ews, except gor
matters such as project mismanagement orlexcessiVe'costs“relatimeﬂto
originally proposed plans and service.
‘The companies make a reasonable argumeént thatiif5standards

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..
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-,

Therefore, conformlng expansxons will bear a rebuttable presumptlon )

of prudence, but ut111t1es w111 remaln answerable for mlsmanagement,

L e L

actlons that lead to exce551ve costs, or expan51ons shown to haveﬁg

been based on mlsrepresentatlons or on data or forecasts that

prudent managers should h b 1naccurate, outdated, or

otherw1se flawed.w As 1n all prudence examlnatlons, ‘the judgment
w1ll be based not on h1nd51ght, but on how a prudent person woulde
have acted 1n the c1rcumstances. _ o ‘

As for the second quest10n,,Central Hudson .suggests -
gexemptron for progects where the full return is. progected to be
ﬁachleved by the third year,:NYSEG argues 11kew1se 1f there will be a

...llkellhood of obtalnlng a reasonable return 1n the early

1
years...,?

and RG&E advocates exemptlon 1f the flfth year return
exceeds 75% of the allowed return. The pollcy belng adopted grants %:)

normal rate treatment for prOJects expected to earn.a full return by

the flfth year (supra, p. 10)

: NFG would exempt pro;ects w1th relatlvely small 1nvestment

1n relatlon to exlst}ng plant.i Central Hudson and NYSEG define

"small 1nvestment" as less than 2 5% and l 5%, respectlvely, of .
exlstlng plant. NYSEG offers a furtheryaggregate_capﬁof”2%‘forﬁ”,A
smultlple pro;ects 1n any year. .

| Establlshment of a flxed threshold for exemptlon,

regardless of the expected economics, is not reasonable. ..The

Comments of New York State Electric & Gas Corporation, p. 3.

-14-
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utilities suggest a small project'wquid have little impact on’
existing customers, even if it did not show economic feasibility.
But the’impact 6hfe3§§tiﬁ§'cUs£oméfé1i§"bnl§'oﬁé?féétéi"fé be
coﬁéidéiéd}*énd*tﬁe"éﬁaﬁdéfaéféhouidfﬁbt'éncéﬁfagé‘ﬁéilifies to
proceed with unreasonable expansions. Withéﬁf;éiéﬁbtidﬁéf large and
small projects will each'be evaluated oh*ihéfsééis“éf~relatiée
réﬁgtdgﬁaﬁd"fiéké; and the economics of a préjéct ‘are not
necessarily cortelated with its sizé:"'The”boiic§°”%iil'fécus on the
economics of ‘the project; without regard to'the scope or size of
expansions. “Finally, ‘as ﬁoted;fthé‘péliéy»gfatéméﬁt*wiliﬁserve as a
guideline for review, but utilities will be free to request waiver
of the policy if individual‘circumstances so warrant.

* GRANDFATHERING OF PENDING APPLICATIONS

: 7" Niagara Mohawk ‘asks that if a'péliéy“iéVadopted, any
franchisé applications that ‘are made before the new policy is
féfﬁéiiY“adépﬁédibé?exempt7fr6m*Efeatmenf”ﬁdder”the new policy. But
grandfathering is not necessary here since the policy only
establishes guidelines for evaluation and shCh‘éuidelines could be
émployéd;tO"eValuate;éxiéfing‘appiicafions even if a formal policy
were not adopted.

| CONCLUSION-

After review of the proposal and the comments received,lwe
adopt the following policy as to the rate treatment to be afforded
to the expansion of éas service into 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. 1If a new franchise proposal is projected to earn a.rate of

EN

_equal to the allowed rate of return for the utility -~ .

__applicant, all investment, revenues and expenses.will be

afforded normal rate treatment.,
3. If it.is determined that a new franchise proposal. is
projected to earn less than a full rate of return by the

fifth year of development, revenue levels established in

e

4;ﬁWiil,inq%gds&imputa§;on§,equalagq the projected ayerage ..
~annual revenue deficiency for the new franchise area. . .
a. The revenue deficiency shall be the five-year ..
.aygg§geyaaéual»defgc@gpgxi{ﬁg;ép%;shed‘at the time
,6§ 6ertificati°n;9éftﬁé §5§§§a9§ the projected
_.estimates of all revenues, costs and investments.
b. The amount of imputed.annual deficiency.will. not,
period. Co e e e e A

Cc. .Contributions of customers or municipalities.

toward capital costs will be allowed .and
recognized pgiggdgge revenue deficiencies.
4. If a revenue deficiency is found, utilities will be
guthqrizedwpq,gssesg surcharges on all sales in thg'ngwﬁﬁ
franchise area for a period up to five years from. the.

commencement of gas service.
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"“ a. A maximum surcharge will“be calculated on“the basis of

the aggregate fiVéSYear“revénueﬁdefiéiendifdivided by
“‘total estimated salés for ‘the first five years.

b.‘ Separate‘surcharge levels maj’be'e5£ab113hed for
individual “Customer service ‘classifications and
'éhtéhargés'maj”bé’édjﬁétedfdﬁriné”thé“dévelopment

~ ‘period; but-the unit ‘surcharge’for any é¢lass may not

'be ‘greater ‘than the overall maximum‘level.

:lig7" Subject to thé maximum level; surcharge ‘rates may be

modified orrelimihatédfét‘any‘time‘dﬁriné the
'-déVelopméﬁt*period?at-thefdiécretioh*of“the utility.
d. Potential customers -in’the new franchise area shall be
; adViéed~of;tthméximum&and“expeCtédiléVels*of unit
surcharge prior“to their taking service. If final
sdrcharge’leVéls?differ%frbm}tﬁ0§é”préViouély |
described in customer surveys, potential customers
shall be nofified of the changes prior to their
applying for service.
e. Surcharge revenues will be excluded from rate case
determinations-
£. Suréhéfééé for all customers in the new franchise area
shall terminate five years from the commencement of
gas service in the new franchise area.
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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~service line extension rules as contained in 16 NYCRR,
Part 230, and utility tariffs.....
.New franchise expansions accomplished in.accordance with

.this policy shall bear a rebuttable presumption of

prudence, but utilities will .remain subject to reviews for

. ...prudence of project management or cost levels, or

‘expansions shown to.have been based on minrepresentations

or .on data or forecasts that prudent managers should have

known to be inaccurate, outdated, or otherwise .flaved.

,Supjeqpitqﬂsuch:prq@egqe?challgnges,égqrma; ratemaking

procedures shall apply.to all revenues,.costs and

investments.after five .years..
_Alternative standards .or measurement of the economic
-feasibility of new franchise expansions may be considered

. by the Commission.upon adequate.showing by utilities.

By .the Commission,

~John J. Kelliher'
Secretary



