STATE OF NEW YORK
PUBLI C SERVI CE COVMM SSI ON

At a session of the Public Service
Comm ssion held in the Gty of
Al bany on January 24, 2001

COWMM SSI ONERS PRESENT:

Maur een O. Hel ner, Chairnan
Thomas J. Dunl eavy

James D. Bennett

Leonard A. Wi ss

Neal N. @Gl vin

CASE 00- G 0354 - Proceeding on Motion of the Comm ssion as to the
Rat es, Charges, Rules and Regul ati ons of Corning
Nat ural Gas Corporation for Gas Service.

CASE 00- G- 0028 - Proceeding on Mdtion of the Comm ssion Regarding
Whet her Certain Gas Purchase Costs Charged to
Custoners by Corning Natural Gas Corporation
During the 1997-98 Heating Season Wre in the
Public Interest.

ORDER CONCERNI NG RATES
AND GAS PURCHASE | NQUI RY

(I ssued and Effective February 12, 2001)

BY THE COW SSI ON:

This order generally adopts terns proposed by agreenent
anong the active parties and set forth in a "Settl enent
Agreenment” (joint proposal) submtted by Corning Natural Gas
Corporation (Corning, the conpany) and staff of the Departnent of
Public Service (Staff). W thus establish a rate and regul atory
plan intended to take effect February 22, 2001 and to continue
for at |east a year.

As a result of today's order, Corning wll reduce its
delivery ("transportation and distribution"”) rates both for
"bundl ed" natural gas delivery service and cormmodity sales to
custoners that purchase their natural gas from Corning, and for
unbundl ed delivery service to transportation custonmers who
purchase gas el sewhere and rely on Corning for delivery only.



CASES 00- G- 0354 and 00- G 0028

Al t hough the commodity portion of the bill is determ ned by gas
prices in markets outside our regulatory jurisdiction, the
parties project that the rates adopted here will produce bil
decreases for custoners taking bundled service from Corning. For
custoners using only Corning's delivery service, bills from
Corning will decrease, but total paynments of course will depend
on gas commodity prices charged by the custoner's independent
supplier

In addition to adopting the proposed rate changes, we
are concluding an investigation into Corning's gas purchasing
practices by instituting new procedures to ensure that the
conpany's gas procurenent practices are in the public interest
(as required by Public Service Law (PSL) 866-e). W also are
establ i shing neasures to protect gas custoners from being charged
on the basis of excessive estimtes of |ost and unaccounted for
(LAUF) gas volunes; protect them from paying costs properly
assignable to Corning's non-utility operations; and adjust the
equity return should the conpany fail to performsafety-rel ated
mai nt enance at an adequat e pace.

BACKGROUND AND PROCEDURAL HI STORY

Corni ng serves about 14,000 customers, primarily
residential, in Steuben County and the Elmra area of Broone
County. One mmjor custoner is the Village of Bath, which
(through its municipally owmed Bath Electric Gas and \Water
Systens) purchases gas from Corning for resale within the
Village. Bath also transports gas to about 400 custoners in
Corni ng' s Hamondsport district, which was created through
Corning's 1995 acquisition of the former Finger Lakes Gas
Conpany's facilities.

W initiated Case 00-G 0354 to consider rates filed by
Corni ng on February 24, 2000 and designed to increase its annual
base revenues by $384, 024 (which, based on gas comobdity costs
prevailing at the tinme, would have equated to a 2.8%revenue
i ncrease). W suspended the proposed rates through January 22,
2001, and the conpany has wai ved that deadline through
February 22, 2001 to allow additional tinme for negotiations. The
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CASES 00- G- 0354 and 00- G 0028

ot her proceedi ng addressed here, Case 00-G 0028, was established
to exam ne the reasonabl eness of Gas Adjustnent C ause charges
resulting from Corning' s decisions regarding gas sal es and
purchases during the 1997-98 heating season.*

Settlenment talks in both proceedings began in July
2000, on notice to all potentially interested parties in
conformance with 16 NYCRR 3.9. The discussions culmnated in the
proposal under review here, filed by Corning and Staff on
Novenber 16, 2000. Parties then had an opportunity to file two
rounds of witten statenents in support or opposition. The
conpany and Staff each filed a supporting statenent on
Decenber 8, 2000; there have been no replies. To augnent the
record and conply with the requirenents of PSL 8811 and 66(12)(f)
regardi ng hearings on major rate increase applications, an
evidentiary hearing commenced before the designated
Adm ni strative Law Judge in Bath on Decenber 18, 2000, and
reconvened before Conm ssioner Neal N. Galvin and the Judge in
Al bany on January 10, 2001. Although day and evening public
statenent hearings were held sinmultaneously with the evidentiary
hearing in Bath, no nenber of the public sought to speak.
Through newspaper advertisenents and other nedia, we solicited
coments fromthe general public, but received none.

TERVS OF THE JO NT PROPOSAL
Shoul d we adopt the terns proposed by the parties,
significant results would include the follow ng:?

- In lieu of the conpany's requested increase, annual
base revenues woul d decrease by about $300, 000 (2.6%.
About $290, 000 of the revenue reduction would be
achi eved by reducing delivery rates. As shown in the
acconpanyi ng table (Attachnment B), the parties
estimated that the rate reducti on woul d decrease total
bills by 1.8%to 1.9% for residential custoners, even
though the total bill is determned partly by gas

' Order Instituting Proceeding and to Show Cause (issued
January 7, 2000).

> For a conplete statenment of the joint proposal's terns, one

must rely on the text of the proposal itself (Attachnment C of
this order).
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CASES 00- G- 0354 and 00- G 0028

comodity costs whose prices are determned in markets
outside our jurisdiction.® S.C 7 industrial
transportation custonmers would receive |arger bil
decreases, of 7.2% to reduce the above-average rate of
return currently generated by that class. *

- Asi de fromthe $290,000 rate decrease, the other
$10, 000 in revenue reductions would result froma
change in the factors used to reflect the estinmated
| evel of |ost and unaccounted for (LAUF) gas. Under
the current nmethod, all LAUF anmobunts are recovered from
sal es custoners notw thstandi ng that sone | osses result
fromtransportation custoners' use of Corning' s system
The new LAUF factors would be determ ned on the basis
of total throughput on the system so that sales
custoners no | onger woul d bear an excessive share of
LAUF gas costs.

- In addition to LAUF adjustnents, the allocation of
common costs between Corning's utility and non-utility
operations is a nmajor elenent of the difference between
the conpany's original revenue increase request and the
parties' eventual revenue decrease proposal. By

3

The percentage bill inpacts nentioned here, as well as others
shown in Attachnent B, are based on the $3. 37/ Mcf comuodity
cost of gas that prevailed when the parties filed their joint
proposal. (Attachnent B corresponds to the first table in
Appendi x A of the joint proposal, except that the former shows
S.C. 2 and S.C. 7 separately fromeach other.) Since then
commodity prices have fluctuated dramatically. To the extent
that prices increase from$3.37/Mf, the estimted bill
decreases becone snmaller in percentage terns, although the
dol | ar amobunt of the delivery rate reductions remains
unchanged. For exanple, based on the average $9.69/ Mf
commodity cost experienced by Corning for January 2001, the
residential bill reduction would dimnish to 0.8%instead of
1.8%or 1.9% and the $300, 000 revenue reduction woul d equate
to 1.2% of revenues, instead of the 2.6% shown in Attachnment B

In describing the S.C. 14 decrease, the joint proposal renmarks
t hat equalization between S.C. 14 transportation rates and the
"margin portion" of S.C. 1 residential rates is "consistent

wi th Comm ssion policy related to conpetition” (Appendix A,

p. A-1). Mre accurately, while such a rate structure is
consistent with those we have established in other cases,
equal i zation of S.C. 14 and S.C. 1 rates per se is not a policy
objective or a pro-conpetitive nmeasure. Rather, for the sake
of pronoting conpetition, our goal is to nove transportation
rates toward | evel s that exclude costs nore properly allocable
to conpetitive functions. 1In the future, for policy reasons
related to conpetition, transportation rates redesigned in that
manner m ght properly be set equal to S.C. 1 rates that have
been adjusted to renove costs associated with services that
conpetitors can provide.

-4-



CASES 00- G- 0354 and 00- G 0028

adopting the proposed terns, not only would we adj ust
rates to reflect a nore reasonable allocation now, we
al so woul d require the conpany to study this issue
further between now and Novenber so as to permt

i npl ementation, in future proceedi ngs, of any
additional rate adjustnents consistent with the study
results.

- Cor ni ng woul d becone subject to safety and reliability
per f ormance neasures conparable to those we have been
adopting for other gas distribution conpanies. 1In the
event of substandard performance, the conpany coul d be
required to set aside, for custoners' benefit, an
anount equivalent to as nmuch as 24 basis points of
return on common equity annually.?

- We woul d cl ose the review of Corning' s gas procurenent
practices in Case 00-G 0028, on condition that Corning
i npl emrent "conmuni cati on protocol s" designed to provide
Staff tinely informati on about the conpany's gas sale
and purchase arrangenents. Mnthly and quarterly
reports pursuant to the protocols would inprove Staff's
ability to ascertain how effectively the conpany is
managi ng its supplies and capacity.

DI SCUSSI ON

A source of concern in the joint proposal is the
provi sion regarding the possibility of unanticipated revenue
shortfalls upon the schedul ed expiration this year of Corning' s
contracts with New York State Electric & Gas Corporation and
Corning Incorporated, two of the utility's large transportation
custoners. Paragraph 8 of the joint proposal expressly reserves
the utility's right to petition for deferral and recovery of such
shortfalls. However, an equitable allocation of risks and
potential benefits between sharehol ders and custoners in these
ci rcunstances requires a synmetrical provision whereby the
utility woul d defer not only revenue shortfalls, but also revenue
i ncreases, resulting fromrenegotiation of the expiring
contracts. Accordingly, our adoption of the proposed terns is
condi tioned on the understanding that Paragraph 8 calls for
deferral accounting for all material revenue changes associ ated

s Qur intention is that this renedy woul d be a rate adjustnent,
rather than a "penalty" as stated in Appendix D of the joint
pr oposal .
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CASES 00- G- 0354 and 00- G 0028

with the two contracts' expiration and possible renewal. Changes
resulting fromcontract expiration or renewal will be deened
material if, considering both contracts in conbination, the
overall result after expiration or renewal is an increase or
decrease greater than 5% in incone to sharehol ders.

In all other respects, we find that the conpany and
Staff have satisfied their burden of show ng that adoption of the
joint proposal's terns would satisfy the PSL's requirenent of
safe and adequate service at just and reasonable rates. They
al so have shown that inplenentation of their proposals would
achieve a fair balancing of interests anong the parties and the
conpani es' custoners, and woul d produce constructive results that
may not have been achi evabl e except through a negoti ated
agreenent. In particular, as noted above, adoption of the
proposal s would better align Corning's rates with actual costs of
service, on an overall basis and by custoner class; allowthe
conpany a reasonabl e opportunity to earn a fair rate of return;
enhance our ability to ensure that the conpany nanages its supply
resources properly; and provide effective disincentives agai nst
failure to pursue essential safety prograns.

CONCLUSI ON

For the reasons stated, we find that our adoption of
the joint proposal's provisions subject to the understandi ng and
condition noted above will serve the public interest and satisfy
our statutory obligation to ensure safe and adequate service at
just and reasonable rates pursuant to PSL 8865 and 66. W
therefore will direct the conpany to file tariff revisions
consistent wth this finding.

The Conm ssion orders:

1. Subject to the foregoing discussion and the
determ nati ons and understandi ngs set forth therein, the terns of
the Settlenent Agreenent (joint proposal) filed in this
proceedi ng Novenber 16, 2000 are adopted in their entirety and
are incorporated as part of this order
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2. Corning Natural Gas Corporation (the conpany) shal
submt a witten statenment of unconditional acceptance of this
order, within seven days followng its issuance date, signed and
acknowl edged by a duly authorized officer of the conpany. |[If an
acceptance statenment is not so filed, the adoption of the joint
proposal's ternms may be revoked. The acceptance statenent should
be filed with the Secretary of the Comm ssion and served on the
parties to these proceedings.

3. The conpany is directed to cancel, no later than
February 21, 2001, the tariff anmendnents and supplenents |isted
in Attachment A of this order. The conpany is directed to file
on not |ess than one day's notice, to take effect no | ater than
February 22, 2001 on a tenporary basis, such further tariff
changes as are necessary to effectuate the provisions adopted in
this order. The conpany shall serve copies of its filing upon
all parties to these proceedings. Any coments on the conpliance
filings nust be received at the Comm ssion's offices within ten
days of service of the conpany's proposed anendnents. The
anendnents specified in the conpliance filing shall not becone
effective on a permanent basis until approved by the Conm ssion
and will be subject to refund if any showng is made that the
revisions are not in conpliance with this order. The requirenent
of 866(12)(b) of the Public Service Law t hat newspaper
publication be conpleted prior to the effective date of the
proposed anendnents is wai ved, provided that the conpany shal
file wwth the Comm ssion, not |later than six weeks follow ng the
amendnents' effective date, proof that a notice to the public of
t he changes proposed by the anendnents and their effective date
has been published once a week for four successive weeks in
newspapers having general circulation in the areas affected by
t he amendnents.

4. These proceedi ngs are conti nued.

By the Conmm ssion,

( SI GNED) JANET HAND DEl XLER
Secretary
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CASES 00- G 0354 and 00- G 0028

SUBJECT: Filing by CORNI NG NATURAL GAS CORPORATI ON
Amendments to Schedule P.S.C. No. 1 — Gas

Seventh Revi sed Leaf No. 20-F

Ni nt h Revised Leaf No. 59
Thirty-Si xth Revised Leaf No. 20-A
Forty- Second Revi sed Leaf No. 21
Forty-Ei ghth Revised Leaf No. 24
Suppl emrent Nos. 65, 66 and 67

Amendments to Schedule P.S.C. No. 2 — Gas

Ei ghth Revised Leaf No. 9
Fifteenth Revised Leaf No. 5
Suppl emrent Nos. 17, 18 and 19

Anendnents to Schedule P.S.C. No. 3 - Gas
First Revised Leaf No. 72
Second Revi sed Leaves Nos. 90 and 91
Third Revised Leaf No. 71
Suppl emrent Nos. 6, 7, and 8

ATTACMENT A



CASES 00- G 0354 and 00- G 0028 ATTACMENT B
Corning Natural Gas
Corporation
Case 00-G-0354
Revenues Per Class
(assuming cost of gas
= $3.37/Mcf)
After Decrease Decrease
Currently Reduction Amount Percent
Corning:
SC1 $7,698,508 $7,560,725 $137,783 1.8%
SC5 755 742 13 1.7%
SC6 344,048 322,417 21,631 6.3%
SC 14 952,422 893,674 58,748 6.2%
Industrial
SC2 82,032 82,032 0 0.0%
SC7 532,431 493,934 38,497 7.2%
Bath 1,256,719 1,235,581 21,138 1.7%
Hammondsport:
Res. 121,599 119,305 2,294 1.9%
Comm. 141,475 139,002 2,473 1.7%
Transp. 114,034 106,863 7,171 6.3%
$11,244,023  $10,954,275 $289,748 2.6%
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ATTACHVENT C



CASE 00-G-0354

CASE 00-G-0028

Dat ed: Novenber

STATE OF NEW YORK
PUBLIC SERVICE COMMISSION

Proceeding on Motion of the Commission as to
the Rates, Charges, Rules and Regulations of
Corning Natural Gas Corporation for Gas
Service.

Proceeding on Motion of the Commission
Regarding Whether Certain Gas Purchase Costs
Charged to Customers by Corning Natural Gas
Corporation During the 1997-98 Heating
Season Were in the Public Interest.

SETTLEMENT AGREEMENT

15, 2000



STATE OF NEW YORK
PUBLIC SERVICE COMMISSION

CASE 00-G-0354 Proceeding on Motion of the Commission as to
the Rates, Charges, Rules and Regulations of
Corning Natural Gas Corporation for Gas
Service.

CASE 00-G-0028 Proceeding on Motion of the Commission
Regarding Whether Certain Gas Purchase Costs
Charged to Customers by Corning Natural Gas
Corporation During the 1997-98 Heating
Season Were in the Public Interest.

SETTLEMENT AGREEMENT
THI' S SETTLEMENT AGREEMENT (Agreenent) is nmade the 15'" day
of Novenber 2000, by and anong Corning Natural Gas Corporation
(Corning) and the Staff of the Department of Public Service

(Staff).

1. Procedural Background

Corning filed a petition seeking a rate increase of
$384,024 with the Public Service Conmi ssion (PSC) on February
24, 2000. On July 24, 2000, Corning issued a notice pursuant to
section 3.9(b) of 16 NYCRR of its ‘intent to comrence
negoti ations regarding the rate increase with Staff and other
interested parties.?

Corning and Staff during the course of the negotiations

agreed to include two additional issues for pot enti al



Cases 00-G-0354 and 00-G-0028

resolution: the above-referenced case regarding the gas purchase
activities of Corning for the 1997-98 heating season (Order To
Show Cause); and Staff’s concern regarding Corning’s potenti al
over-collection from ratepayers of the |ost and unaccounted for
gas in 1998.°2
2. Term

The Agreenent covers the 12-nonth period of February 22,
2001 through February 21, 2002.° New rates will becone effective
on February 22, 2001, reflecting an updated version of the rate
of return.

3. Base Rate Decrease

Corning and Staff have agreed for the above-referenced rate
year, the revenue requirenent of Corning will be decreased by
approxi mately $300, 000. As a result of the decrease in revenue
requirenment, Corning will file tariffs, to be effective February
22, 2001, which wll allocate proportionately the revenue
decrease to all fixed rate classes based on the revenues net of
gas cost, which is nore fully described in Appendix A. The
Corning rate decrease is predicated on a 10.7% return on equity

for the rate year ending February 21, 2002.

1 Only three parties filed for intervention: Miltiple Intervenors, Bath

Electric Gas and Water Systens, and Amarada Hess, none of whomtook an active
role in the negotiations.

2 Corning is entitled to collect for |ost and unaccounted for gas each year
as described in Appendix C

® Certain provisions of this Agreenent will extend beyond one rate year and
will be nore fully described herein.
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4, Uility/Non-Uility Al location Study

Corning agrees to provide within one year from the date of
this Agreenent, and file wth Staff, an allocation study
recording the functions and costs associated with both the
utility and non-utility conmponents of Corning. This allocation
study will be inplenented by Corning upon conpletion and wll be
updated as the nature and the functions of both Corning s
utility and non-utility conmponent changes.

5. Gas Purchasing Practices of 1997-98

Corning and Staff during the course of the negotiations
di scussed the circunstances and facts surrounding the gas
purchasing practices of Corning for the 1997-98 heating season.
Corning has agreed to inplenent a set of Communication Protocols
(Appendi x B attached hereto). The Communi cation Protocols w |
help to insure that Staff has all necessary information
regarding the gas purchasing practices of Corning on a tinely
basi s. Staff agrees not to further pursue the Oder To Show
Cause* on this matter in consideration of Corning’s conmmitment to
foll ow the Conmunications Protocols until Corning and Staff, or

t he PSC determ nes ot herw se.

4 Case 00-G 0028 — Proceeding on Motion to the Conm ssion Regardi ng Wet her
Certain Gas Purchase Costs Charged to Custoners by Corning Natural Gas
Corporation During the 1997-98 Heating Season Wre in the Public Interest.
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6. Lost and Unaccounted for Gas

Staff has raised concerns wth Corning regarding the
nmet hodol ogy it uses to calculate |ost and unaccounted for gas.
Corning is entitled to certain recoveries from ratepayers to
reflect lost and unaccounted for gas during the course of the
year.® Staff and Corning agree not to revisit the nethodol ogy
used by Corning for the calculation of |ost and unaccounted for
gas in 1998. In consideration, Staff and Corning have detailed
in Appendix C the proper nethodology that Corning will use to
calculate |ost and unaccounted for gas starting March 1, 2001,
adjusted for the effect of the individually negotiated contracts
through the current expiration dates of March 31, 2001 and
Cctober 31, 2001.° This nethodology will be utilized by Corning
until the PSC determ nes otherw se.

7. Gas Safety Performance Measures

Corning and Staff agree that operation of Corning’s gas
system nust be conducted in a safe manner in order to protect
the public. Corning and Staff have agreed to safety perfornmance

St andards, which are further described in Appendix D. These

° To be cal cul ated on an annual twel ve-nonth period endi ng August 31.

6 New tariff loss factorswill be filed and become effective the date of thefiling.
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standards are designed to increase the safety of Corning’ s
system by specifying certain levels of mninmm perfornmance
necessary in the areas of danmage prevention, |eak backl ogs,
unprotected steel pipe replacenent, and gas |eak response tine.
The performance standards include, for each area, charges that
Corning will have to pay to ratepayers for failure to neet the
st andar ds. These standards will apply to Corning until Corning
and Staff, or the PSC decide otherw se.

8. Deferral of Revenues

Corning is free, prior to the expiration of this agreenent,
to petition the PSC for a deferral of a shortfall in revenues if
its transportation contracts with the New York State Electric
and Gas Corporation, due to expire on Mirch 31, 2001, and
Corning Incorporated, due to expire on October 31, 2001, are not
renewed or are renewed with different terns.

9. Nonseverability and Nonprecedential Val ue of Provisions

Each provision of this Agreenent is in consideration of and
supports all other provisions, and each provision is expressly
condi tioned upon acceptance by the Conm ssion of the Agreenent
inits entirety. 1In the event the Comm ssion fails to adopt the
Agreenent in its entirety and according to its terns, the
parties will be free to pursue their respective positions in

this proceeding wi thout prejudice.



Cases 00-G-0354 and 00-G-0028

10. Dispute Resol ution

In the event of any disagreenent over the interpretation of
this Agreenment or the inplenentation of any of the provisions of
this Agreenment, which cannot be resolved informally anong the
parties, such disagreenent shall be resolved as follows: the
parties pronptly shall confer and in good faith shall attenpt to
resol ve such disagreenent. | f any such disagreenment cannot be
resolved by the parties, the matter shall be submtted to an ALJ
designated by the Chief ALJ for a determ nation on an expedited
basis using alternative dispute resolution techniques or such
ot her procedures as the ALJ decides are appropriate under the
ci rcunst ances. Wthin fifteen (15) days from the ALJ s
decision, any party may petition the Comm ssion for relief from

the ALJ's determ nation on the disputed matter.

Corni ng Natural Gas Corporation

Novenber 15, 2000 By: s/Eric J. Krathwohl, Counse
for Corning Natural Gas Corporation
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Staff of the Departnent of
Publ i c Service

Novenber 15, 2000 By: s/Kinberly A Johnson

Ki nberly A Johnson, ESQ
Staff Counsel
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Appendi x A

Revenue Al |l ocation and Rate Design

The parties have enployed the follow ng guidelines to
devel op revenue allocation and rate design as a result of
t he revenue decrease included in the settlenent:

1. A

Revenue Al |l ocati on

fixed rate custoners will receive a reduction.

2. The revenue decrease wll be allocated proportionately to

al |

fixed rate classes on a net of gas cost basis with

the exception of SC 7 Industrial Service, which wll
receive a |larger percentage allocation share, as
identified below, in some recognition of the relative
rel ati onship of returns anong classes fromthe | atest
cost of service study.

Rat e Desi gn

1. The revenue decrease to each fixed rate class wll be
applied on a per unit of consunption basis to the
exi sting block rates except that:

a.

M ni mum charges will remain at their existing
levels in order to keep pace with the m ni num
costs to serve, and

An initial portion of the revenue decrease wl |
be used to equalize the SC No. 14 Aggregate G oup
Firm Transportation rates with the margin portion
of SCl Residential Sales Service rates. This is
consistent wwth Conm ssion policy related to
conpetition.

Bel ow are tables showi ng:1) the inpact of the above revenue
all ocation and rate design by service class, 2) nonthly
bill inmpact tables for residential and commercial classes,
and 3) annual bill inpact for an average residenti al

cust oner.



Corning Natural Gas Corp.

Case 00-G-0354

Revenues Per Class

Corning:
SC1
SC5
SC6
SC 14

Industrial
SC2&7

Bath

Hammondsport:
Res.
Comm.
Transp.

After Decrease

Currently Reduction Amount
$7,698,508 $7,560,725 $137,783
755 742 13
344,048 322,417 21,631
952,422 893,674 58,748
614,463 575,966 38,497
1,256,719 1,235,581 21,138
121,599 119,305 2,294
141,475 139,002 2,473
114,034 106,863 7,171
$11,244,023 $10,954,275 $289,748

Decrease
Percent

1.8%
1.7%
6.3%
6.2%

6.3%

1.7%

1.9%
1.7%
6.3%

2.6%



Corning Natural Gas Corp.
Comparison of Monthly Bills
Service Classification No. 1

Case 00-G-0354

Including Imputed GAC of $0.04908 and GRT Factor of .9487

Present Proposed
First 3 Ccf or less $7.42 $7.42
Next 47 Ccf $0.64614 $0.63175
Over 50 Ccf $0.56212 $0.55301
Difference
Ccf Present Proposed Amount Percent
3 7.42 7.42 0.00 0.00%
10 11.94 11.84 (0.10) -0.84%
25 21.64 21.32 (0.32) -1.48%
50 37.79 37.11 (0.68) -1.80%
75 51.84 50.94 (0.90) -1.74%
100 65.90 64.76 (1.14) -1.73%
200 122.10 120.06 (2.04) -1.67%
300 178.32 175.36 (2.96) -1.66%
400 234.53 230.66 (3.87) -1.65%



Corning Natural Gas Corp.
Comparison of Monthly Bills
Hammondsport SC 1

Case 00-G-0354

Including Imputed GAC of $0.09230 ancl GRT Factor of .9487

Present Proposed
First 3 Ccf or less $6.56 $6.56
Next 47 Ccf $0.72265 $0.70784
Over 50 Ccf $0.62496 $0.61630
Difference
Ccf Present Proposed Amount Percent
3 6.56 6.56 0.00 0.00%
10 11.62 11.51 (0.11) -0.95%
25 22.46 22.13 (0.33) -1.47%
50 40.52 39.83 (0.69) -1.70%
75 56.14 55.24 (0.90) -1.60%
100 7177 70.65 (1.12) -1.56%
200 134.26 132.28 (1.98) -1.47%
300 196.76 193.91 (2.85) -1.45%
400 259.26 255.54 (3.72) -1.43%



Corning Natural Gas Corp.
Comparison of Monthly Bills
Hammondsport SC 2

Case 00-G-0354

Including Imputed GAC of $0.09230 and GRT Factor of .9487

Present Proposed
First 3 Ccf or less $6.56 $6.56
Next 497 Ccf $0.63582 $0.62647
Next 14,500 Ccf $0.59134 $0.59134
Over 15,000 Ccf $0.58585 $0.58585
Difference
Ccf Present Proposed Amount
3 6.56 6.56 0.00 0.00%
25 20.55 20.34 (0.21) -1.02%
50 36.44 36.00 (0.44) -1.21%
75 52.34 51.66 (0.68) -1.30%
100 68.23 67.32 (0.91) -1.33%
200 131.81 129.97 (1.84) -1.40%
300 195.40 192.62 (2.78) -1.42%
400 258.98 255.26 (3.72) -1.44%
500 322.56 317.91 (4.65) -1.44%



Corning Natural Gas Corp.
Comparison of Marithly Bills
Service Classification No. 1

Case 00-G-0354

Including Imputed GAC of $0.04908 and GRT Factor of .9487

At Average Monthly Residential Consumption

Present Proposed
First 3 Ccf or less $7.42 $7.42
Next 47 Ccf $0.64614 $0.63175
Over 50 Ccf $0.56212 $0.55301

Difference
Ccf Present Proposed Amount Percent

January 217 131.66 129.46 (2.20) -1.67%
February 188 115.36 113.43 (2.93) -1.67%
March 180 110.87 109.00 (1.87) -1.69%
April 135 85.57 84.12 (1.45) -1.69%
May 70 49.03 48.17 (0.86) -1.75%
June 34 27.45 27.00 (0.45) -1.64%
July 27 22.93 22.58 (0.35) -1.53%
August 23 20.34 20.06 (0.28) -1.38%
September 25 21.64 21.32 (0.32) -1.48%
October 49 37.14 36.48 (0.66) -1.78%
November 100 65.90 64.76 (1.14) -1.73%
December 127 81.07 79.69 (1.38) -1.70%
Total 1,175 $768.96 $756.07 ($12.89) -1.68%



Corning Natural Gas Corp.
Comparison of Morithly Bills

Hammondsport SC 1

Case 00-G-0354

Including Imputed GAC of $0.09230 and GRT [Factor of .9487

At Average Monthly Residential Consumption

First 3 Ccf or less

Present Proposed

$6.56 $6.56

Next 47 Ccf $0.72265 $0.70784
Over 50 Ccf $0.62496 $0.61630
Difference
Ccf Present Proposed Amount Percent

January 211 141.14 139.05 (2.09) -1.48%
February 146 100.52 98.99 (1.53) -1.52%
March 172 116.77 115.02 (1.75) -1.50%
April 106 75.52 74.34 (1.18) -1.56%
May 40 33.30 32.75 (0.55) -1.65%
June 27 23.90 23.55 (0.35) -1.46%
July 20 18.85 18.59 (0.26) -1.38%
August 19 18.12 17.89 (0.23) -1.27%
September 28 24.63 24.26 (0.37) -1.50%
October 50 40.52 39.83 (0.69) -1.70%
November 100 7177 70.65 (1.12) -1.56%
December 141 97.39 95.91 (1.48) -1.52%
Total 1,060 $762.43 $750.83 ($11.60) -1.52%



Corning Natural Gas Corp.
Comparison of Manthly Bills

Hammondsport SC 2

Case 00-G-0354

Including Imputed GAC of $0.09230 and GRT Factor of .9487

At Average Monthly Commercial Consumption

First 3 Ccf or less
Next 497 Ccf
Next 14,500 Ccf
Over 15,000 Ccf

January
February
March
April

May

June

July
August
September
October
November
December

Total

Present Proposed
$6.56 $6.56
$0.63582 $0.62647
$0.59134 $0.59134
$0.58585 $0.58585
Difference
Present Proposed Amount Percent
486 313.66 309.15 (4.51) -1.44%
365 236.73 233.34 (3.39) -1.43%
369 239.27 235.85 (3.42) -1.43%
166 110.20 108.67 (1.53) -1.39%
166 110.20 108.67 (1.53) -1.39%
115 77.77 76.72 (1.05) -1.35%
69 48.52 47.91 (0.61) -1.26%
147 98.12 96.77 (1.35) -1.38%
130 87.31 86.12 (1.19) -1.36%
145 96.85 95.52 (1.33) -1.37%
315 204.94 202.02 (2.92) -1.42%
361 234.18 230.84 (3.34) -1.43%
2,834 $1,857.75 $1,831.58 ($26.17) -1.41%



APPENDIX B



Appendi x B

Communi cati on Protocols | nformation
To be Routinely Supplied to DPS Staff

Corni ng Natural Gas Corporation (“Corning” or

“Conpany”) will provide to the Staff of the Ofice of Gas
and Water, Departnment of Public Service (“DPS’), the
follow ng information during the first week of each

cal endar nonth and/or quarter. Follow up di scussions

/[ meetings may ensue if necessary.

Items nay be added to, or deleted from this list during
the termof the Settlenent after discussion and agreenent
bet ween Corning and DPS Staff.

1)

2)

Mont hly Basi s

The status of storage injections and withdrawal s as of
the first of the nonth (i.e., actual versus opti nal
target figures), for DTl and TCO storage contracts. If
the DTl actual figure is 12.77% or nore | ower than the
optimal target figure, the reason(s) for such
difference will be provided, along with the Conpany’s

plan to reduce the difference (if appropriate). |If
Corni ng has excess storage capacity (e.g., due to the
m gration of large custoners fromsales to
transportation service), it will describe howit

currently is, or plans to, mtigate the cost of such
excess.

A detailed description (i.e., a discussion with
sufficient specificity to convey all material points
and such other facts as may be reasonably viewed as
necessary to understanding the transaction in
question) of any transportation or storage capacity
assignments. A detailed account of gas portfolio-

rel ated agreenents that the Conpany has executed, with
ot her parties.
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3)

4)

1)

A detail ed description of any agency or asset
managenent agreenents the Conpany is contenplating
(for purposes of this Agreenent contenplating neans
gi ving such a degree of consideration that a
substantial possibility exists that the Conpany woul d
enter such an Agreenent) entering into, with other
parties, or has executed since the last nonthly
report.

A list of issues of concern to the Conpany regarding
its Custoners and/or the natural gas industry.

Quarterly Basis

The status of the Conpany’s capacity (transportation
and storage) and |long-termgas supply contracts, along
with a description of all portfolio changes that the
conpany has executed and/or is contenplating.

B-2



APPENDIX C



Tot al
t ot al

Appendi x C
Conmput ati on of Al |l owabl e Annual
Gas Cost Recoveries

gas cost recoveries shall be conmputed by nmultiplying
sales tines the approved | oss factor tinmes the

wei ght ed average cost of gas (WACOG). Follow ng are
definitions of the conponents used in conputing the annual
gas cost:

1)

2)

Total Sales - This represents total netered gas
consunption except for transportation custoners. Gas
for use by conpany facilities and free by contract is
included in total sales.

Loss Factor - The loss factor is the nathemati cal
conpl enent of total systemlosses as determned in a
rate proceeding. This factor must be approved by the
Commi ssion in a rate proceedi ng and conti nues
unchanged until the next rate proceeding.

a) It is agreed that the loss factors in this
proceeding will be 1.0152 for the Corning
system 1.0000 for the Bath system and 1.0131
for the Hanmondsport system

b) Total System Loss Percent - The total system
| oss is conmputed on a throughput basis where
the difference between the total gas netered
into the systemless the total netered
consunption (including transportation and sal es
custoners) is divided by the total gas netered
into the system

3) WACOG - The method for cal culating the WACOG i s as

foll ows:

WACQOG = Conpany’s own custoners (divided by)

Quantities of gas taken for delivery to the
Conmpany’s own custoners. This includes
transportation custoner’s LAUF gas,
specifically quantities of gas related to
the difference between the overall actual
systemloss rate and the fixed | oss rate
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that transportation custonmers are required
to bring to the city gate.

Comput ation of the Annual Gas Cost Reconciliation is
the difference between the previously described all owabl e
annual gas cost recoveries and the revenue collected

t hrough the base cost of gas, which is included in the
rates, and GAC recoveri es.
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Appendi x D
Proposed Corning Natural Gas
Safety Rel ated Perfornmance Measures

The Gas Safety Section is dedicated to inproving both
the safe operation and the systemintegrity of gas
distribution systens in New York State. Perfornmance
measur enent standards have been devel oped as a nethod to
ensure that the New York State utilities focus attention on
the critical operational areas associated with the safe
delivery of natural gas.

The Corning Natural Gas Conpany (“CNG or the
“Conpany”) has one of the smallest distribution systens
operating in New York State based upon the total nunber of
mles for distribution mains and the total nunber of
services. As part of the pending rate case settlenment, CNG
and Staff agree to the inplenentation of the follow ng
performance nmeasures. These performance nmeasures were
selected to influence the Conpany’s focus on these specific
areas to provide inprovenents in the current |evels of
performance and systemintegrity.

Per f or mance Measures

The follow ng safety and reliability performance
nmeasures shoul d be established effective on the date of the
agreenent. The proposed performance neasures will help to
provi de Corning Natural Gas with the econom c incentives to
mai ntain gas safety and reliability at certain | evels of
quality or suffer econom c penalties.

Staff believes, and CNG has agreed, to the follow ng
four itens that CNG should focus on in order to increase
gas safety: Damage Prevention, Leak Backl og, Unprotected
Steel Pipe Replacenents and Gas Leak Response Tine. Each
of these itens has specific performnce standards and
resulting penalties for failure to neet the performance
standards. The total maxinmum penalty is 24 basis points
per year, with the individual itens broken down as foll ows:
si x basis points for Damage Prevention; seven basis points
for Leak Backl og; nine basis points for Unprotected Steel
Pi pe Repl acenents; and two basis points for Gas Leak
Response Ti ne.
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For each basis point assessed during a given cal endar
year, beginning with the effective date of the rates
established by the Settl enent Agreenent, CNG shall credit
custoners $640. However, in cases where the Conpany has a
reasonabl e basis for asserting that its failure to satisfy
a specific recormendation is due to factors outside its
reasonabl e control, Staff and the Conpany shall discuss the
matter and seek in good faith to reach agreenment. |If after
such good faith efforts the Conpany and Staff do not reach
an agreenent, the Conpany may invoke the dispute
resol utions procedures set forth in Section 10 of the
Settl ement Agreenent.

1. Damage Prevention

Danage to pipelines is one of the major problens
facing the industry today. According to national and state
statistics, the | eading cause of pipeline failures and
accidents is third party constructi on damage. Third party
damage is often due to excavator failure to notify
underground facility operators of their intent to excavate.
However, even when pipelines have been marked, damages can
still happen, with the major causes being either the
excavator not taking proper care to dig safely or when the
| ocation of the pipe is ms-marked by the operator. The
m s-mar ks occur frominaccurate records of the facilities
or inproper marking in the field.

Therefore, having an effective Damage Prevention
Programis a major concern for all parties and shoul d be
addressed. Ensuring that marked facilities are accurate
and marked in a tinmely manner, and that the UFPO data base
is accurate are a few ways to reduce pipeline danmages.
Staff reviewed CNG s results in the Departnent of Public
Service’s Underground Facility Operator Ri p-up Algorithm
(UFORi A) i ndex, and proposes the foll ow ng recommendati ons.

Recommendat i ons:

In order to reduce CNG s excavat or damages to gas
pipeline facilities the follow ng shoul d be inpl enented:

1. CNG nust respond to one-call ticket within the
time franme specified in Part 753 of 16 NYCRR
however, it will be allowed a maxi mum of three
failures per year to respond by the requested
commencenent date, with short notice requests
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excluded. The total will be derived from actua
citations issued by field Staff.

2. Based on the results of the UFORI A report, the
Conmpany will cap its nunber of m s-marks per one
hundred call tickets at 5 through the rate year.
A root cause analysis will be done for any m s-
mar ks, and wi Il produce recommendati ons on how to
avoid the situation in the future, to be
i mpl enented i Mmedi ately. A nore detail ed Damage
Prevention Programw || be updated and
i ncorporated into the Conpany’ s Operation and
Mai nt enance Manual by 4/01/01. This updated
programw || include details identifying roles
and expectations for personnel involved with
| ocating facilities, root cause anal ysis and
recommendati ons and training requirenents as part
of the U S. Departnent of Transportation Operator
Qualification rules.

3. The Conpany shoul d update the UFPO dat abase with
additions and corrections as necessary, not |ater
than the in-service date of new facilities or
wi thin one working day fromthe di scovery of
incorrect information in the data base so that
future calls to UFPO will include markouts of
t hose facilities.

Failure of CNG to achi eve any of these proposed | evels
will result in a penalty of 2 basis points for each
recommendati on not attai ned.

2. Leak Backl og

Al incidents relating to pipelines are, directly or
indirectly, a result of |eaks. Leaks can be the catal yst
for fires and/or explosions. In order to reduce the

potential for incidents the nunber of |eaks should be
m nim zed.
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Leaks are categorized by their severity and | ocation
and are classified as Type 1, 2, 2A and 3. Type 3 | eaks
are deenmed as the least risk and have only to be nonitored.
The other types are deened at higher risk and require
repair. OCNGrepairs |leaks in accordance with safety code
requi renents [255.805]. At the end of July 2000, CNG s
total backlog for type 1, 2 and 2A |l eaks was at 2, 7 and 41
respectively.

At year-end, Staff uses the backlog of the |eaks
schedul ed for repair conpared with the nunber of | eaks
repaired during the year as a neasure to assess the
conpany’s efforts in mnimzing its backlog of unrepaired
| eaks. CNG s 1999 backl og of unrepaired | eaks was 43, with
the total repaired for the year of 169, which resulted in
backl og percentage of 25%

Recomendat i on

1. CNG shoul d reduce its backl og of unrepaired Type
1, 2 and 2A’s leaks to a maximumtotal of 35 for
cal endar year ending Decenber 31, 2000 and 25 for
cal endar year endi ng Decenber 31, 2001. The
Company wi ||l make every effort to repair Type 2
and 2A | eaks reported subsequent to Decenber 31,
2000 as quickly as possible and will nonitor Type
2A l eaks on a weekly basis and Type 2 | eaks on a
mont hly basis whil e adverse soil conditions
exist, i.e., frost.

2. CNG wi || develop, in consultation with Staff, a
target for backlog | eaks for the year ending
Decenber 31, 2002. CNG s backl og acceptance rate
shoul d be based on CNG s anal ysis of the
condition of the distribution mains and
associ ated services, and |leak history for the
previous two years. In any event, CNG nust
decrease the nunber of backl og of repairable
| eaks to 10% of the | eaks repaired during
cal endar year 2002.

Failure to neet these performance levels will result
in a penalty of 7 basis points.
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3. Unprot ected Steel Pipe Repl acenent

Unprotected steel pipe is nore vul nerable to | eakage
and failure than protected steel or plastic pipe due to
corrosion. Unprotected steel mains and services represents
31.8 percent of Corning s distribution system a pipe
material that is nearing the end of its useful life. A
plan to replace this type of pipe will have a positive
effect in the reduction of all types of gas |eaks system
wi de.

Based on its annual reports to the U S. Departnent of
Transportation, CNG has not been significantly reducing its
| evel of unprotected steel pipe. Corning’s current records
indicate that 139 mles of wunprotected steel distribution
pi pe remains. CNG reduced the nunmber of unprotected stee
services from 6533 at year-end 1996 to 6275 at year-end
1999.

At the current |evels of replacenment for unprotected
steel distribution nmains and service |ines, CNG experienced
an upward trend in the nunber of corrosion | eaks over the
period from 1996 through 1999. To address this problem
CNG nmust evaluate its gas distribution system and
specifically target segnents of unprotected stee
di stribution mains, and steel services, for elimnation or
replacenent in order to acconplish a reduction in the |evel
of corrosion rel ated | eaks.

Recomendat i on

1. Corning will set up and conplete a Ri sk
Eval uation Program for all mains and service
lines. The programw ||l use a nodeling approach
to provide a uniform process for replacenents
| ooki ng at issues such as risk identification,
reliability and economcs. The programw ||
require the foll ow ng:

A Any software and equi pnent necessary for the
program wi || be obtained by June 01, 2001.

B. Reconciliation of Continuing Property

Records to Operations records will be
conpl eted by June 30, 2001.
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C. Mappi ng system conversion to this format
will be conpleted by Septenber 30, 2001.

D. Dat abase necessary to conduct the eval uation
w Il be | oaded by Septenber 30, 2001.

E. Ri sk Eval uation programw || be inplenented
by Decenber 31, 2001

2. Corning will conplete an evaluation of its 8
mles of coat ed and unpr ot ect ed st eel
di stribution by June 30, 2001. By the end of the
rate year ending February 22, 2002, the Conpany
wi | | take nmeasures to cathodically protect
segnents that have been identified by the
evaluation as are economcally feasible wthin
the current budget.

3. Corning agrees to replace 1 mle of discretionary
unprotected bare distribution pipe by the rate
year - end.

4. Corni ng agrees to replace 150 discretionary
unprotected bare steel service lines by rate
year - end.

Failure to neet these performance levels will result

in a penalty of 9 basis points.

4, Gas Leak Response Tine

Leaks on house piping and i nproperly operated or
install ed appliances presents risks to the general public.
Honeowners or business operators are responsible for
repairs to these appliances. However, explosions can occur
when | eaking gas mgrates into a building or accurmul ates in
a confined space, reaches its explosive [imt and ignites.
Qperators are required to provide information to the public
on how to recogni ze and report energencies such as gas
odors. Wen calls related to gas odors are received by a
utility, service personnel are supposed to be dispatched on
a priority basis. The utility operators are required to
maintain a log of these calls which tracks the el apsed tine
between the receipt of the call and the tinme of arrival of
t he service personnel on the scene. The potential for an
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incident increases with a |l onger response tinme. Therefore
it is inportant to mnimze response tinmes to calls of gas

odors.

Staff has identified the follow ng as acceptable
response tinme standards: 75% of calls within 30 m nutes,
90% of calls within 45 m nutes, and 95% of calls within 60
m nutes. Every call taking nore than 60 m nutes nust be
investigated to determ ne the circunstances and how this
can be prevented in the future.

Recomendat i on

1. CNG will respond to Gas Leak and Odor Calls
within the follow ng paraneters: 90% of the calls
within 45 m nutes and 95% of the calls within 60
m nut es.

Failure to neet the requirement wll result in a
penalty of 2 basis points.
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